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It’s a pleasure to be here – it has been a number of years since I was last in New Zealand and I am once again struck by how similar our countries are despite their obvious differences.
I need to start by saying that I am not necessarily speaking today as a representative of Skills Australia nor am I speaking about NSW State government policy.
I am speaking as someone who has been involved in vocational education and training for close to 30 years.
Back in Australia in TAFE NSW, we are in the middle of significant change. 

Additionally, with a new Commonwealth government, there are huge debates about “reform” at both State and national levels.
However as a provider working with industry, enterprises and communities we are immersed in the practical realities of delivery, the ‘just getting on with it’, in spite of the policy congestion around us.

As a provider, we are in a unique position to take an on-the-ground pulse of the demand for skills. And I’m not talking here about ongoing “provider capture” of the training market – but I will return to that term “provider capture” later.

Right at the moment, it is my view that the practice of vocational education and training in Australia and certainly in TAFE NSW, is ahead of much of the national and state policy debate.  That debate needs to catch up with the real innovation in delivery taking place across the country but particularly in TAFE NSW and I’ll give an example later.

There is a definite risk that we might homogenise the diversity that has and continues to develop. 
Today, I’d like to start with some of my observations about the New Zealand system – its similarities with ours as well as its differences.
Secondly, I want to share my view on the developing policy direction of the Australian VET system and link this to the reforms underway within TAFE NSW

And finally, I’d like to talk about how the vocational education and training system is doing much more than simply “training” people.

Part 1: Some Similarities

There is a great tradition of collaboration between Australia and New Zealand – a tradition based on our very similar histories and cultures. It is not surprising then that we so frequently adopt similar approaches to economic and social challenges. Through the 90s, on both sides of the Tasman we have had reforming governments and in both countries we followed similar pathways shaped by international developments and thinking.

The general view is that probably New Zealand went a little further in a particularly direction than we did.
Either way, both Australia and New Zealand responded to the emergence and challenge of global markets by deregulating and diversifying industry which in-turn, disrupted the labour market and challenged the adequacy of our education and training systems.
And through the maelstrom of reform, a number of new trends have been locked-in on both sides of the Tasman that have most directly impacted on the way we, as educators, do business. 
Firstly, our industry orientation has shifted from local and regional markets to global ones and particularly to trade in minerals. Many of our traditional industries underwent significant reform.
Secondly, the dominant position of permanent and full-time employment has declined as new and more flexible forms of employment have developed.
Thirdly, and consequently, the significance of the development of human capital has assumed a new dimension in economic and social policy and demand for education and training has transformed. 
Fourthly, micro-economic reform, in the form of national competition policy, has been pivotal to national economic policy and has been applied to the VET sector.

Within these trends, the role of public providers has also evolved.  From the discussions I’ve had in the short time since I arrived, I am clear that the challenges we have experienced are broadly consistent with yours.
· Like you, we embraced competency-based training in the late ‘80s and early ‘90s. 

· Like you, the new and changing demand for skills led to huge increases in enrolments in the post-compulsory sector. 

· Like you, the tendency was for this new cohort of students to prefer degree-level training over vocational training even when the obvious labour market benefits of vocational education have been strongest.

· Also like you, across Australia, the need to expand training participation and the related cost has meant governments have very actively encouraged the development of a training market.

However, compared with the changes that have occurred in NZ, in Australia we have largely preserved the division between the vocational education and training and higher education sectors – except for a handful of dual-sector providers in Victoria and in South Australia.
And, in Australia, although the private sector is large, public providers still dominate the VET sector and we have only had limited experiments with vouchers, unlike what I understand happened in New Zealand in the late ’90s.

Another key point of difference is scale and I’ll focus on my own organisation for a few minutes.
Part 2: Subtle but Significant Differences
Clearly, TAFE NSW is large. To give you a sense of the metrics of TAFE NSW – in 2007, TAFE NSW represented just over a quarter
 of the national annual vocational education and training effort. 

We have approximately 430,000 students per annum representing approximately 500,000 individual enrolments. Last year, some 240,000 qualifications were completed.

As Deputy Director-General, I am responsible within the Department of Education and Training for TAFE NSW (and ACE, AMES and the National Art School) however, TAFE is a Statutory Authority and Institute Directors have full operational discretion and accountability.
Since I have been in New Zealand I have been told that TAFE NSW is a centralised organisation with Institute Directors taking orders from the top – I wish!  Not only do Institute Directors determine their own staffing, they have full control of their budget and the freedom to develop responses to local, national and international demand.
We have 10 Institutes in NSW which manage over 130 individual sites – many of these are in rural and remote areas and are among the most significant public infrastructure in the region.

In many parts of NSW, the TAFE campus is the only provider of post-school training. This is significant because, although we have no ambition to be “the provider of last resort”, in many communities, the TAFE Campus is vital to the health of the local and regional economy. 

Recently, we commissioned an independent estimate of the economic value of TAFE NSW which found that for each dollar invested in TAFE, approximately $6.40 net benefit was generated. 
Put another way, the study found that TAFE NSW is worth around $196 billion dollars net over twenty years to the NSW economy
.
Importantly, this value of TAFE varied across regions. 
For instance, in regional NSW, in the Hunter, the Illawarra and Riverina regions, the value was slightly higher when compared with metro centres. 
This is a function of the mix of industry and employers. The Sydney economy is primarily dependent on service sector employment – employment that is supported by universities providing banking, finance and law degrees. Whereas in the mining, forestry and agricultural regions, trade and technical skills are vital to the industry and hence the “value” of TAFE is higher.
This study was important for us and was not simply a PR exercise, because it helped us to think about our future and the need to balance a number of potentially competing interests. Importantly also we used econometric modelling to prove to Treasuries, in orthodox economic terms, that you shouldn’t underestimate the value of public investment.
Unfortunately it didn’t lead to an increase in our budget.  However as private providers proliferated and competition for students became sharper, we realised that we had to change our reliance on government funding, and within a framework of accountability, become more competitive.
Part 3: TAFE NSW Reform Agenda
In response to the need for change, we systematically and rigorously planned and implemented a project, which has eventually become known as Doing Business in the 21st Century.
Rather than go into this in detail, I’d like to just focus on the key principles.
Firstly, we reviewed our delivery profile and refocused our funding arrangements and delivery to more directly align with what industry was telling us …. and what the statisticians confirmed.
Secondly, we pooled our resources across the ten Institutes to reinvest in our workforce – a commitment of existing funding and the introduction of a Workforce Guarantee – 10,000 staff upskilled over three years.  The Guarantee covers five capability areas:
· Delivering Workforce Development Services to Enterprises

· Using Technology to do Business

· Meeting the Diverse needs of Learners

· Interpreting and Customising Training Packages

· Leadership

Each Capability is linked to a nationally recognised qualification.

Thirdly we implemented purchaser/provider arrangements to improve Institute performance measured against regional, state and national goals and to reinforce links with industry. I have just completed an assessment of Purchasing Agreements across the 10 Institutes. Where performance was weak, we used those resources to purchase outcomes elsewhere.  
The project also required a comprehensive review of services and capability and reducing the number of courses that simply didn’t align to our profile or for which demand was low.
We have our own resource development capacity but it was a bit like the tail wagging the dog – we needed to shift focus to Institutes and sharpen up their role i.e. provide resources to Institutes to increase their competitive edge and quick response to industry demand.
In general our reform has involved looking closely at our internal systems, processes and culture and creating a new approach to the way we work.

Our principal goal has been to increase our agility and cement a culture of responsiveness and customer service. 
For too long we had been internally focused. 
The project aims for TAFE NSW to be faster-moving, have a more diverse blend of services and products instead of standardised approaches, and foster a culture of entrepreneurship.

Plus we’ve had some not so subtle messages from some key stakeholders. 

Most recently, the NSW Independent Pricing and Regulatory Tribunal conducted a review of NSW VET
. 
Without wanting to go through the detail in the report, the key finding was the need to significantly increase training effort in order to increase the effective NSW labour supply and offset the impact of our aging population. 
After a decade of consistently strong employment growth, we have recently seen the emergence of significant skill shortages in critical industries – from building and construction through to mining – and in order to sustain anything like the levels of GDP we’ve become used to, we need to increase training effort.
And in doing this, we must ensure our training capability is aligned to industry needs, not just content, but workplace delivery.
But increasingly public providers need to use their commercial earnings to strengthen their capacity to meet industry’s need.

Since 97/98, we have grown our commercial revenue 150 per cent in nominal terms. 
Half of that growth has occurred in just the last three years as we have been implementing our major change process. 
We are in a very tight and competitive market – in NSW alone, there’s approximately 1000 registered training providers.
As pleased as I am with that result, and I am, it doesn’t reflect what we are capable of. 
Where we must focus is on those who create jobs – employers.
So another strong focus is on how we can better service their needs.

With the creation of national markets we’ve learnt, as no doubt you have, that employers want a “one-stop-shop”. So we have developed a specific web service called simply, “Employer Services”. Each Institute has developed data and information suites customised to the specific needs of local, state and national employers.  We’ve provided this service for many years but now  we are exploiting new technology.  For example, we now have an e-employer portal for employers to check and update their apprentices’ workbooks. 

Part 4: “Getting on With it”
In this way we are reinforcing the focus on the external environment, on adding value to our clients’ experience and constantly refining our services to meet their needs.
However back to “getting on with it”.
As I said earlier, I’m concerned that the practice of vocational education and training is ahead of the policy. I say this as a practitioner with almost three decades experience. 
I say this having been the Director of a TAFE Institute with 80,000 enrolments in the most competitive market in Australia.

I’d like to give you just one example of what I mean.
We have several significant and longstanding relationships with a number of major employers including with Country Energy, Australia’s largest energy supply network, an organisation with over 4,000 staff across NSW.
Through what is known as the Powerful Skills Partnership, we’re working with Country Energy to assist them achieve their corporate goal of being the leading utility business in Australia, which in part relies upon being an employer of choice.
Specifically, we are assisting them with their future workforce, helping them to retain existing workers.  We have our staff in their company delivering training for existing workers as well as assessing existing skills, developing career pathways linked to achieving various licenses and working with their managers and leaders to make the most effective use of the overall skill profile of specific workplaces. 

It is an enterprise specific workforce and productivity strategy which leverages both public training capacity and private plant and machinery. 
But “getting on with it” can often be very difficult as a publicly owned provider, receiving public funding from both the Commonwealth and the State governments and significant commercial fee for service funds.
Sometimes, their policies come from different perspectives.
Part 5: The Current Australian Policy Agenda
And at the moment in Australia, there is incredible volatility in this space.

Some of you may remember the creation and demise of the Australian National Training Authority.
We are actually at another watershed point in national VET policy surrounding the next stage of the development. 
The new federal Labor government, through the Council of Australian Governments, is accelerating the pace of reform and in so doing, is challenging the adequacy of existing policy approaches. 
Improving our productivity is this government’s key reform objective and vital to this is lifting workforce participation rates which, while currently at historically high levels, will decline with the impact of the ageing of our population.
My experience, albeit as a non–economist, is that productivity is improved as we apply skills and technology to improve business performance.
Therefore, together with industry, our focus must be on increasing workforce participation and improving the skill levels of the workforce.  However, too much of the current policy discussion appears not to have moved beyond old arguments about vouchers, demand-driven funding, and ridding ourselves of alleged “provider capture”.

This mantra, I’m sure, you’re very familiar with.
But it is my genuine belief that we as providers are past this, and that the public debate has moved on. 

In a recent speech, the Deputy Prime Minister, Julia Gillard, recently made this comment about previous policy approaches:
“Most often, it was described as a ‘market-based’ approach justified on the grounds of choice and efficiency. What often happened was that the former Government sought to undermine existing forms of universal service by subsidising the creation of private sector competitors.” 

I agree. 
A narrow focus to deregulate and liberalise the market for training, risks mishandling the complexity of local markets which we as providers know well and work in so closely. A new, more sophisticated approach, is needed. And critically, one that doesn’t simply substitute publicly owned provider dependency on public funds, for privately owned provider dependency on public funds.

A simple substitution may well get TAFE off the public books, it reduces public ownership risk but it doesn’t necessarily extend or develop services.

Before I go further, I need to stress that I don’t fear the market or greater competition.  NSW is a huge training market and has been for many years and we have grown and prospered. 
My concern is not to avoid further competition or deregulation but to get the sequencing and pacing of “reform” right so that the result is efficient, does not duplicate and is capable of supporting economic development and most importantly, does not simply churn out graduates with whatever the latest faddish qualification might be.
I agree that in a more competitive system, greater diversity and innovation are more likely to develop. I also agree that in a more competitive system, costs are likely to decrease.
But it’s not as if we’ve not already made real progress!
We've seen this in our own system – across all vocational education and training in New South Wales, there’s been a decrease in expenditure per training hour of 7.34% since 2002, as opposed to the decrease nationally which was only 4.7%
.
In fact, the extent to which NSW is already very competitive was elaborated in a report commissioned by the Commonwealth last year and intended to assess the relative performance of states. 
The Boston Consulting Group
 assessed each state against a series of measures derived from the Commonwealth’s Skilling Australia’s Workforce Act  – an Act that has recently been repealed.
It shows that against almost all measures, NSW was on or ahead of the agreed targets.
And given that TAFE NSW represents around three quarters of the total VET effort for the State, we can be justifiably pleased.

The policy agenda in Australia shouldn’t be distracted by micro management and market design arguments.  We should be focusing on partnerships and collaboration to grow Australian productivity. 

Again, I’d like to quote from the Deputy Prime Minister’s speech recently delivered in London:
In Australia, we already have very diverse systems such as an internationally high percentage of non-government schools, a mixed health system which combines private insurance and universal public access, widespread use of public-private partnerships to fund infrastructure and highly developed superannuation funds. The challenge is not whether to combine public and private resources in these essential sectors, but how best to do it
. 

I take this as a clear indication that simple solutions will not suffice – the solutions which propose unilaterally corporatising TAFE and putting all funding, Commonwealth and State, into a contestable market. There are advocates of this approach, I’m not one of them.

I'm not for two reasons.

Firstly, we have moved beyond the early and simple market theory from the 80s and 90s where we had a largely monochromatic post-secondary training system for a largely monochromatic labour market.

So much has changed since then and I’ve already talked about the changes within TAFE NSW. The public debate should have also moved on. It is not about market versus state anymore. 

Secondly, addressing our skills shortages issue is not about the supply of skills. Yet the proposed solutions developing from the current debate appear to be almost exclusively focused on supply-side reforms; changing governance and ownership arrangements, deregulating markets, making funding more competitive.

These approaches alone won't stimulate the demand for, or use of skills.

Part 6: Clever Services
The debate needs to go deeper than around the mechanics of a national training market or the governance of suppliers, increased competition and user choice.

Any market design principles and rules we set need to encourage more comprehensive behaviour in companies which lead to an increase in productivity.
This then, suggests our starting point must be to work more and work differently with companies.

The eventual design of the market must include levers that encourage the kind of relationships we have with Country Energy – improving a company’s productivity, its competitiveness and the overall sustainability of employment.

My predecessor at TAFE NSW, Robin Shreeve, who returned to the UK is now the CEO of a London-based technical college.

In a recent conversation with him, he talked about the concept of social procurement and clever services which, unlike simplistic transactional models, leverage public ownership and public infrastructure by investing in a broad array of services.

By combining public funding in housing, employment and training you can improve health outcomes and the employability of disadvantaged communities. This then makes private sector business investment more attractive because of the availability of stable and skilled communities.

In the absence however, of public institutions, the only mechanism is pricing – but what’s the spot-market price for this kind of service and what’s the lead time to develop the infrastructure and capability?

Leveraging comprehensive public investment and recognising the value of strong, accountable public institutions needs to be at the top of the current Australian reform agenda. 

It does not follow that customised training and workforce development partnerships will necessarily develop simply because of governance reform.
And in any process of policy due diligence, we must ensure there’s evidence in support of the solution. 
And underlying my worry is the persistence of a level of, let’s call it mistrust, of providers, and particularly public providers, borne of a view that they are self-interested and resistant to change. In part, it was a desire to move beyond this that led us to develop a whole range of improvements and innovations within TAFE NSW.
Again, my London-colleague has conveyed some salutary examples of the problems there of the corrosive effects of an overly managed market which may have erred by establishing complex and burdensome arrangements for purchasing skills that may be of limited value to employers. 

Perhaps they have substituted “provider-capture” for “bureaucrat-capture”?

And there’s an irony that within a system, supposedly demand-driven, there are so many goals, targets and priorities – far removed from the users and the local markets within which providers operate.

I’ve heard from a number of sources that the UK reforms can be described as being designed to stock-pile skills, as if somehow, post the Cold-War, rather than an arms-race, we have a “skills race”.
It’s really important that we don’t develop an approach which focuses on the supply of skills. It has to be on skills utilisation. 
I accept, and it would be crazy to do or say otherwise, that governments will always set targets – in a federal system we’re lucky to have both State and Commonwealth targets.  Targets are a function of public funding and an important part of our accountability.  This, in turn, ensures the high quality of Australian public providers.
And this brings me back to the point I raised at the beginning – policy reformers do need to acknowledge that business and providers want to, “just get on with it”.  

Public providers, together with their clients, as I have indicated, are capable of reform, insight and responsiveness, and are in a great position to leverage the complex changes that can assist in forging the productivity agenda.
They are particularly important working across entire communities, in rural and remote areas, in vulnerable and thin markets.

Conclusion
There are three concluding points I’d like to make.
Firstly, and drawing on my recent attendance at the Australian 2020 Summit, I’m convinced that the future for public services and particularly for education and training will include new forms of public and private collaboration.
Secondly, within this dynamic environment, the public policy goals relating to workforce participation, including increasing the participation of disadvantaged people and communities, will remain the major drivers of our education and training sector. Modern and socially inclusive economies have no other choice.
Thirdly, as we simply “get on with it”, growing our vital industry and employer partnerships, we must not be distracted by the policy noise. 
Our goal is simple, it is about developing partnerships that improve skills, improve productivity and support more and more sustainable employment. 
Kia ora.
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