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Preface

The OECD Provider Roundtable was a special stakeholder meeting organised as part of the OECD policy review of vocational education and training.  The review seeks to assist countries in increasing the responsiveness of VET systems to labour markets requirements.  It aims to improve the evidence base, identify a set of policy options and develop tools to appraise VET policy initiatives.  The OECD expert team visited Australia in April 2008. The Terms of Reference are:

· Flexibility and institutional responsiveness for high quality delivery. This includes the diversity between training providers (publicly owned, commercial, not for profit including community), and the use of contestable funding and regulatory arrangements that free providers to respond to industry and student demands.

· Effective finance and funding incentives. This includes the range of national incentives that enable individuals, employers and providers to engage in Australia’s national training system of formally accredited, quality assured training.

· Mechanisms to promote industry engagement. This includes formalised industry advisory structures and the engagement of industry associations and unions.

The roundtable was an important activity in the Australian program because it enabled the OECD review team to better understand the diversity and complexity of our VET system.  It also enabled the team to share their impressions about the strengths of the national training system and the challenges VET faces, and to explore how providers viewed some of these challenges.  A diverse group of providers participated in the roundtable including TAFE chief executive officers, private sector representatives, enterprise training organisations and peak bodies.  Our thanks go to the providers who willingly and expertly contributed to the roundtable. 
The OECD Provider Roundtable was funded through the Australian Government Department of Education, Employment and Workplace Relations (DEEWR).  TAFE Directors Australia was engaged to manage the roundtable, and the work of Rebecca Biazos in organising the event is gratefully acknowledged.  Also thank you to Martha Kinsman for her timely compilation of the day’s discussions.  As usual, Anne Dunn, did a professional job in facilitating the day and keeping participants on task.
For more information on the OECD Policy Review of VET and Australia’s involvement contact:
Astrida Upitis

Director 
OECD Taskforce Section 
National Training Directions Group 
Department of Education, Employment and Workplace Relations 


Phone: +61 2 6240 8661 
Mobile: 0409 714 457 
Fax:     +61 2 6123 6460 
Email:   astrida.upitis@deewr.gov.au
May 2008
Please note the views expressed in this report are not necessarily those of the Australian Government.
Key Messages

Given the diversity of participants and the variety of issues raised by the OECD review team, no generalised conclusions were drawn during the Roundtable. However it is possible to identify a number of broad directions which emerged during the discussion.  

· Significant policy and funding inconsistencies exist between the Commonwealth and the States and between different States. Greater consistency is necessary particularly for providers and employers whose operations cross jurisdictional boundaries. 

· Providers would welcome more direct involvement from employers in the training process but many employers do not feel connected because decisions are made at the national level.

· Effective operation of a VET market requires a less regulatory and more coherent approach. The increasing contestability of public funds is inconsistent with the current restrictions on the flexibility of TAFE institutions.

· Planning has become over-centralised and too reliant on skills-forecasting techniques which are often flawed. National data are frequently too generalised and ambiguous to provide a sound basis for planning.   

· VET providers are in a position to deliver shorter and more flexible apprenticeship programs.  Changes to the current arrangements are primarily a matter for employers, employee organisations and state regulatory authorities.

· VET providers support the use of nationally endorsed competency standards as the basis for VET qualifications.  However, current national training package rules often prevent providers from responding appropriately to industry and individual demand for new skills and qualifications.  At higher skill levels providers are offering  courses in the higher education sector as a more feasible, relevant and responsive alternative.

· Many TAFE institutions are experiencing problems associated with an ageing permanent workforce. These problems are not as significant for private institutional and enterprise-based providers which draw many of their training staff directly from industry on a sessional or part time basis.  Some are affected by the current skills shortage.

· There are no clear principles underpinning the government funding of VET.  This contrasts with both higher education and schools. The different responsibilities and influence of different levels of government mean that the VET system is not really owned by anyone.

· Governments should consider fully funding entry level VET qualifications and introducing an income contingent loan scheme similar to HECS for students in higher level qualifications.  However this should not lead to an increase in the proportion of costs currently borne by students.  All entry level qualifications should explicitly provide for a common standard of literacy and numeracy skills.  The complexities of the VET sector, particularly with regard to training for the existing workforce, need to be carefully considered before such a scheme is introduced.
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	OECD          
	Simon Field (Team Leader), Kathrin Höckel, Troy Justesen and Moonhee Kim 
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	Anne Dunn
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Opening Remarks

Pam Christie welcomed the visiting OECD team and roundtable participants to Sydney Institute.

Anne Dunn introduced the OECD team leader, Simon Field and invited him to introduce his fellow team members and provide some background to the topics for discussion at the roundtable. The four team members each made a brief comment on their roles in their home countries and their particular interests in the current review.  

Each roundtable participant introduced themselves and identified the organisation they were representing.

Anne Dunn, confirmed that the agenda for the meeting was based on four sessions, each of one hour.  The theme and the focus questions for each of these sessions had been provided to participants. A copy of the agenda is at Attachment 1.  Anne Dunn noted that the team was ¾ way through their Australian visit.  The agenda for this meeting represented a summary of the questions remaining for the team after the many visits and discussions in which they had already been engaged.  The review team could follow up the focus questions of the agenda in order to elaborate on an issue or to relate the discussion to ideas which had already arisen during their visit.  There was no need for the meeting to reach a consensus on the issues; the discussion may well reflect a diversity of views.  It would also provide an opportunity to contribute to the formulation of recommendations which the team will make to the Australian Government. 

Background to the Review

OECD team leader Simon Field summarised the background to the review and the key questions to be considered by the provider roundtable.  

The review was initiated following a 2005 meeting of education and training chief executives of OECD member countries where vocational education and training was identified as the top policy priority on which the OECD should focus.  The review team is visiting eight countries in 2008 and possibly eight in 2009..  Each country will receive a country-specific report with policy recommendations.  The Australian Government will receive its draft country report by late July-August 2008.  A draft of the comparative report for countries visited in 2008 will be submitted before the end of 2008.
The key theme of the review is ‘making VET responsive to the needs of the labour market’.  Many VET systems struggle with this objective because they are ‘one step removed’ from the labour market.  So the team is interested in how VET makes the necessary connections. 

The team’s impression of Australian VET includes a number of positives:

· VET is operating in the context of a strong economy and a reasonably tight labour market. 

· There is a strong system of basic schooling

· The higher education system is also quite strong (evidenced by its capacity to attract international students) and has some competitive elements with the VET system.  

· There is an historic opportunity for the Commonwealth and States/Territories to better work together in the VET system.

· Compared with some other countries, there is a high level of confidence in the VET system. 

· In general, there is a high level of employer satisfaction and a preparedness to work with TAFE, although their spending on VET seems to have stagnated.

· The qualifications system is understood by people and there is access to VET at different levels.

· The apprenticeship system is supported and growing.

· There is a considerable amount of autonomy which provides scope for experimentation and innovation by states and by institutions.

· There is a strong VET research and information base though there are some gaps.

· There are credible and very serious attempts to address the needs of Australia’s indigenous people.

However these are not grounds for complacency.  There are a number of challenges and key policy issues to be resolved.  These challenges are reflected in the questions discussed at the roundtable meeting.  Simon Field emphasised that the team was interested in comments which might contribute to an Australia-wide policy review rather than issues which were unique to particular institutions.

Session 1.
Grasping the historic opportunity

Discussion of this theme was framed around two questions.

Question 1.

Who should do what in Australian VET? – Commonwealth, States/Territories, Providers, Students, Employers, Unions.

Simon Field introduced this topic by noting that  the team has heard a number of complaints about the lack of consistency across the VET system.  In particular, there are differences between the States, and between the States and the Commonwealth.  The multiplicity of stakeholders is a related complexity.  He invited responses to three concrete questions:

	1.1
	What changes would be helpful in terms of the relative boundaries of between Commonwealth and State/Territory responsibilities for the VET system?



	1.2
	What further freedoms at the institutional level would be justified and helpful?



	1.3
	What do providers expect and want from employers?




Discussion

1.1
The boundaries of Commonwealth and State/Territory responsibility for the VET system

There was broad agreement that there are many inconsistencies, overlaps and gaps which are of concern.  These include:

· The mismatch between funding responsibilities and policy influence.  Although the Commonwealth provides less than 30% of TAFE funding, it appears to have a disproportionately strong influence on policy and priorities compared with the States/Territories which fund approximately 70% of VET.

· Local government had no clear role at all in determining the direction of VET even though in many respects TAFE could be seen to have a primarily local clientele.  

· The Commonwealth’s approach to capital funding on an annual basis seriously inhibits effective planning.  

· It would be helpful if relationships were defined and simplified across States/Territories and the Commonwealth to give a more coherent and consistent policy view.

· The multiple accountabilities and reporting requirements are frustrating, costly and time consuming and make performance benchmarking by employers and other clients, as well as providers themselves, very difficult.  Meaningful key performance indicators would help.

· There is no national (student) entitlement framework and thus no common reference point.  It is time for a more robust national policy framework focussed on outcomes.  Don’t start with public funding for TAFEs as the framework.

· There is a commitment by both the Commonwealth and many States to the further marketisation of TAFE, but the States continue to bind TAFE to restrictive bureaucratic practices in matters such as employment terms and conditions.

· The VET system is not really owned by anyone unlike schools and universities where the policy and funding responsibilities are aligned with one level of government.

· Participation in, and outcomes of, training which is funded entirely from private sources are significant but are not represented in the national VET statistics. This includes both institutional providers operating on a full-fee basis and enterprises engaging in accredited training for their employees and who are not ‘one step removed’ from but embedded within the labour markets they serve.   

· There are eight different VET systems operating in Australia which may mean greater responsiveness at the local level with local employers possibly well served by state-specific arrangements.  But these arrangements lead to inconsistencies across the country and employers who operate nationally or globally nevertheless are subject to multiple state-specific regulatory arrangements.  

· Providers engaged in multi- jurisdictional delivery are often confronted by major differences in audit outcomes for the same training program so that at times it feels like ‘wrestling with the octopus’.  Even areas where there is national in-principle agreement, such as the one-stop shop for apprenticeships, have been implemented in different ways in different jurisdictions.  A national approach is critical.

Some constructive observations were made:

· The Australian Quality Training Framework 2007 (AQTF 2007) is helpful and the establishment of the National Audit and Registration Authority (NARA) could do much to overcome differences in interpretation and auditing between the states.  However, many of the states appear reluctant to expedite the delegations necessary for the operation of NARA. 

· There is a need for a different form of Commonwealth - State and Territory agreement which provides a framework for sustained planning and streamlined accountabilities and reporting obligations.

· The establishment of an integrated post-compulsory framework for Australia, governed under similar arrangements to the higher education system, would provide greater autonomy for individual providers.

· The VET system is about to be opened up, at least at the higher qualification levels, by the introduction of FEE-HELP.  This will lead to student choices and career path decisions becoming a more influential determinant in the overall mix of VET provision.  It cannot be assumed that these choices will be directly aligned with current employer skill requirements.

· With the global push it is important not to be too parochial in our thinking about providers i.e. to cast public and private providers as being significantly separate or different from each other. 

In concluding the discussion on this question, the facilitator summarised the general view as being one of a requirement for greater national consistency but also noted the need to be realistic about the States and Territories continuing to be major players in determining the future of the Australian VET system.

1.2
What further freedoms at the institutional level would be justified and helpful?

There are problems relating to public sector governance arrangements which limit the flexibility of TAFE in an increasingly contestable training market.  Some States retain fully centralised administrative arrangements for TAFE systems.  Other States and Territories have established a statutory basis for TAFE institutes but their flexibility is curtailed by legislation which continues many of the traditional bureaucratic restrictions.

Some of the more significant restrictions include: 

· Centralised control of industrial relations and employment arrangements leading to a lack of scope for TAFE institutes to negotiate enterprise-based employment agreements.  More flexible industrial arrangements are seen as absolutely critical to TAFE’s ability to operate effectively in the increasingly contestable training markets. 

· Controls over asset acquisition, management and disposal.

· Limits on contractual arrangements with third parties and on the retention and allocation of revenue earned from full fee-for–service activities which often account for 30% of TAFE Institutes’ revenue.  ‘I need the power to reinvest the dollars I make’.

· The susceptibility of TAFE institutions to the uncertainties of political decision making – within each jurisdiction and in the politics of Commonwealth-State relations – which impedes priority setting and planning for the longer term. 

However, there is a need to balance this perspective with an understanding of the value of public ownership and service to the community.   In particular, continued public expenditure on TAFE is necessary in order to: 

· maintain the operational requirements of those VET programs which are not viable in a contestable market because of their  high infrastructure and recurrent costs;

· provide skills in ‘thin’ training markets;

· respond as a default provider particularly times in of cyclical downturn; 

· ensure social and economic inclusion.  An important role for TAFE, as the public sector of VET is to increase opportunities with the aim of lifting Australia’s OECD ranking in lifelong learning. 

Several participants expressed the view that there is currently only a very limited form of training market in operation. Many jurisdictions pay lip service to user choice but effectively cap private provider access to public funding at a level which prevents them from maximising their training capability.  Recent estimates suggest that  only 6%-10% of public funds are allocated to private providers.  At present, there is no ability for enterprises engaged in training their own employees to access public training funds.   The extent to which funding for new training places is actually  contestable remains to be seen. 
Another area of concern, particularly for private providers, is the limits on freedom to develop courses and have them accredited. Training package rules prevent curriculum innovation and responsiveness in local and niche markets, and emerging industries, and providers have to wait for industry skills councils to endorse changes which are then nationally applicable.  Innovation and diversity is thus cancelled out in the drive to achieve absolute national consistency.

Many providers see these arrangements as a restriction of trade and increasingly private providers are moving into the higher education sector which allows providers to develop courses that can enable the achievement of high level practical outcomes and also offer greater scope for theoretical learning.  There is also more emphasis on the role of research as the basis for educational practice.

The compliance requirements for VET providers are also very onerous; it is one of the most heavily regulated sectors in Australia.  The AQTF 2007 is a welcome improvement, particularly in respect of its more realistic documentation requirements for enterprise-based employee training providers.  However, some providers doubt whether this will extend to greater freedom in the development of courses and accredited qualifications.

1.3
What do providers expect and want from employers?

Kathrin Höckel explained that the purpose of this question is to find out more about what types of provider partnerships exist with employers.  The team had gained a general impression that these relationships work quite well.

Discussion

In recent years the industry contribution as well as government funding of VET appears to have declined in real terms.  

There is a need for more co-investment from employers particularly in higher level qualifications.  This need not always take the form of a financial contribution.  Provision in kind of equipment or the use of employers’ facilities can be of considerable value.  Many employers are already willing and open to ideas about shared use of their facilities.

Employers need to be more actively involved in the education and training process and there would also be value in employers collaborating with VET practitioners in applied research and development in workplaces.

It may be unrealistic to expect employers to be committed to, or invest in, a public system which is nationally determined and funded for the public good.  Although the system is industry led at the national level, individual employers have little direct input and the training package curriculum is not actively owned by all employers.  This leads to tensions in particular training markets when employers need something different to what is available in training packages.  

At times providers assume too much about employers and their expectations of training.  Often employers don’t know exactly what they want from the training system but they know what they want for employees.  Employers prefer the following in terms of training: easy access – keep things simple; training to fit seamlessly into their learning and development processes and evidence that training improves performance.
Individual employers will use TAFE and training package qualifications if these meet their requirements for pre-specified workforce performance outcomes and performance improvement and workforce development objectives.  When these can be mapped back to national competencies, training packages can be used and the workforce will have the opportunity to gain a qualification.  If this mapping is not possible, employers will use non-accredited training rather than dilute their workforce performance requirements.  

It should also be noted that thousands of people receive both nationally recognised qualifications and non-accredited training through enterprise-based training without any public funding. 

There is scope to change the mindset among some employers about the way in which the public system can be accessed and used.  There is also a need for a reality check on employer expectations which are often unrealistic and can lead to unjustified criticisms of teaching and assessment quality.  Providers can train individuals but this does not mean they will know exactly what to do and how to do it when they commence a particular job.   

Many institutional providers are trying to change their approach to integrate training with enterprise and industry workforce development priorities.  This is quite feasible when working with large enterprises.  It is more difficult to meet the needs of small and medium enterprises (SMEs) in this regard.  For example the licensed trades consist largely of small and operator owned businesses and so far they have not been successfully informed and educated about the value of national consistency and a competency-based system. 

There is a need for providers to go beyond a discussion of training needs in order to understand the language of business and gain an understanding of the context, direction and concerns of individual businesses and industry sectors for which training is just one consideration among many.

Question 2. 
How can markets are used effectively to deliver VET?  What are their limitations?

Kathrin Höckel introduced this topic for the OECD team, noting that the team had heard a great deal about training markets and industry demand but very little about student-led demand.  How does the purchasing power of students influence provision of VET?

Discussion

There is a general expectation among providers that the proportional share of contestable funding will increase although this will vary between jurisdictions. Total Commonwealth funding for additional VET places over the next six years will be contestable and some - but not all - states have set targets for very significant increases in the contestable share of total state-sourced funding. 

There have been different trends in different market segments.  For example the traineeship market and the international market for VET have both grown very quickly.  

But the level of risk also varies and there is a question of whether training markets can provide adequate levels of access and equity or whether this should be seen as an area of market failure.  

Another area where there is some question about effective market functioning is third party access.  It appears that there is variation across the States and Territories in the use of public TAFE facilities by other providers and that this is largely determined by corresponding differences in TAFEs’ own utilisation rate of available facilities and the extent of any demand for the facilities by other providers.
However, there is a danger of over management.  The capacity of private providers to provide community programs and their commitment to the public good should be recognised.  

Information is crucial to the effective operation of markets but the Australian training market is not well informed.  By way of comparison, community colleges in Canada publish comprehensive performance data on successful completion rates and the employment and salary outcomes of graduates.  This allows students and employers to make informed choices.  Australian data are partial, and there is a real lack of data on private providers.  

Students should have the right to choose, but the dominance of ‘industry- led’  interests tends to work against this and are the major influence on the allocation of public funds to particular educational  fields  and qualification levels. There is a case for the cautious introduction of other funding models.  For example the recent [now discontinued] voucher system may have potential but has not really been tested in Australia. 

The current approach to contestability is really a ‘funding market’, not a ‘training market’.  VET should be reconceptualised as part of the skills market, with providers working more directly with employers to implement workforce development through strategies such as recognition of prior learning (RPL) and specific skills in which the employers are willing to invest. 

While VET providers cannot, and should not, isolate themselves from markets, these markets need to be understood as a process of exchange which does not work entirely in the interests of one or other of the parties – students, employers, governments or providers.  VET offers people the ability to acquire current  and relevant occupational skills and expertise but how and where they do this should be the choice of the individual.  The current social engineering approach which uses funding mechanisms to fit training provision to particular jobs is at odds with the market exchange process.  ‘In an internationally competitive world we don’t drive the market but are driven by it’.

Session 2:
Planning and Evaluating

Two questions framed discussion on this topic.

Question 3.
Can skill needs be forecast with sufficient reliability to guide policy and planning?

This question was introduced for the OECD team by Moonhee Kim who noted that there is a policy view that skill shortages can be avoided by using future skills forecasting to allocate priorities in VET.  Is skills forecasting necessary and can it be done in a way which adequately projects patterns of demand for skills?  If forecasting is not undertaken, then what alternatives are there to address market demand?

Discussion

There is broad agreement that some skill forecasting is useful but that current approaches are not a sufficiently reliable basis for priority setting, planning and funding allocations.  

A specific concern with the current processes relates to the industry classification system for categorising skill requirements. 

This tends to ignore training and qualifications which provide highly sought-after cross-industry skills and employment outcomes. There is an erroneous assumption that qualification titles signal identical job titles.  Participants’ examples of this included:

· Multi-media and design qualifications which deliver cross-industry skills in high demand but cannot be defined as discrete occupations within a specific industry sector.   

· Sport and recreation which is a low priority for funding because there are few sport-specific outcomes despite excellent employment and wages for these graduates across a range of industry sectors.  

· Audio-visual technology which, in one state, was funded as a priority when it was classified as a specialised field of engineering but the same course with the same high demand and successful employment outcomes is now no longer a funding priority because of its re-classification within the  creative industries sector.

With the industry skills councils being assigned the responsibility for skills forecasting there is an increased risk of the process being still further captured by industry groups.

The current forecasting methodology ignores student demand as a driver of training and skill requirements.  Consequently programs which may be responding to a genuine skill shortage, such as the shortage of IT paraprofessionals, are nevertheless unviable because of low student demand.

More generally, these processes concentrate too heavily on the immediate outcomes of training in sector-specific full time wage employment and take little or no account of the complexity of Australian labour markets.  The data does not take account of the way people migrate across labour markets and little or no attention is paid to the skill requirements resulting from the casualisation of many of jobs, the freelance creative worker and the growth of owner-operator small businesses.  It would be usetul to have a more sophisticated undertstanding of what constitutes successful outcomes in VET.

In the context of these views, Anne Dunn asked participants how they, as providers, plan their activities.  

In some cases planning is based largely on historical data and a familiarity with changing demand patterns in particular industries and occupations.  But these are broad trends and not precise planning tools.  In many states, planning occurs at the state level with varying degrees of opportunity for providers to input and influence these plans.  Funding tends to follow these plans even if they are flawed.

Moonhee Kim asked whether a less planned more market driven approach would enable providers to react more swiftly to changes in employer and student demand.  If you are truly flexible do you need forecasting?
In fact, government funding targeted to specific job outcomes can distort the real patterns of skill need and demand by making some training cheaper and therefore more attractive. Planning is now over-centralised. While providers recognise the need to be properly accountable for the way they spend public funds, they are now inhibited from planning and branding their products to best respond to a more contestable, consumer driven training market.

In some cases individual providers have grown out of, and specialise in training for, a particular occupation or industry segment.  They are able to build a very close and knowledgeable relationship with their clients and are effectively seen as part of that industry. This applies both to some private providers and, in some cases, to specific parts of TAFE institutes which are recognised as both highly expert and responsive to student demand and occupational and industry requirements.  These providers are able to properly assess and balance the claims of employers about their skill needs with their knowledge of the industry and occupational destinations of their students.

Cultivating career aspirations at school is the flipside to skills forecasting.  Demand for courses depends on reputation, commitment and quality, and not necessarily on cost.  Career education in schools is often ill-informed about VET. There often is a mismatch or gap between career aspirations, planning and skills forecasting.

Enterprise-based providers need to derive their training plans directly from the requirements of their corporate business plans and commercial objectives. Training needs to be able to respond quickly to changes in the primary markets of the business. They tend to define their training requirements in terms of skills and skill sets rather than qualifications and the sector has some concern at the Commonwealth’s emphasis on the latter in funding additional training places.
Question 4.
Are data on VET adequate?  What are the gaps?

This question was introduced for the OECD by Troy Justesen who indicated that the team had some impression that data doesn’t seem to play a major role in decision making about the directions which providers are taking.  How important is data to planning?

Discussion

Providers place great importance on data as one key component of their planning ‘toolkit’.  Many providers feel that they are ‘drowning in data’ but that there are significant gaps and barriers which limit its reliability and effectiveness.  These include: 

· The aggregated nature of many data sets with very little made available at the individual provider level, although at least one state does provide this to TAFE institutes to allow them to benchmark their performance against each other. 

· The national statistical collection doesn’t cover large segments of private VET provision.  While more private training data is necessary to gain a more accurate picture of overall training effort, its collection and use would need to be managed in a way that minimises the costs to providers and respects the confidentiality and commercial sensitivity of some information.  

· There is little information publicly available which allows potential customers to evaluate the relative merits of career and course options.

· The training system is very data driven by international standards but a lot of the basis for decision making is historic,  using a historical industry share model rather than the development of strategic perspectives on the future using future trend analysis.  Often historic data is not as important as current market information.

· The approach is somewhat parochial in so far as it precludes international comparisons.

· Many of the nationally-agreed performance indicators are ambiguous and open to different interpretations.  One example is the measure of attrition which can be either negative or positive depending on the reason why students have withdrawn from a program.  

· There is some apprehension that governments use simplistic indicators to take punitive measures against providers.  For example, at least one State is proposing to penalise institutes on the basis of raw attrition rates.   

Other limits on the scope and utility of data are inherent in the nature of vocational education and training. For example, there is often a time lag between when employers recognise the need for training and when providers can respond with appropriate facilities and staff.  This includes first year apprenticeship numbers which often cannot be advised to TAFE before the beginning of the teaching year because of the pattern of commencements. And, at the ‘other end’ of training, tracking longer term employment outcomes for many graduates is very difficult because of their high mobility. 

A range of comments were made about VET data: integrity of data is variable; there are multiple interpretations of standards; some counting is not accurate and generally States/Territories are reluctant to give out provider specific data that could be useful in a business environment.  It is timely for a re-think about VET data and its accessibility and usefulness.

Many providers collect considerable data themselves to assist them in improving their planning, monitoring and evaluation process.  This includes continuous monitoring of student demand and completion trends so that resources can be reallocated in response to unexpected shifts in demand.  The capacity for this is considerable at the margins but major shifts can be difficult depending on the flexibility of the VET workforce and facilities.

Other countries such as Canada and the USA use data to define and promote the value of their publicly funded training systems to the community.  As Australia tends not to do this then VET/TAFE is undervalued.

Session 3.
Managing the VET toolkit

Discussion of this topic was framed around three questions. 

Question 5.
Can apprenticeship schemes be made more flexible, and reduced in length?
This question was introduced by for the OECD by Moonhee Kim who clarified this policy question as referring only to the traditional four year apprenticed trades (and  not traineeships).  The four year term was long by international standards and the team may consider recommending a competency-based rather than time-served approach. 
Discussion
Participants emphasised that apprenticeships are a form of a contract of employment governed by industrial arrangements and State and Territory regulatory authorities. The resistance to a more flexible, competency based approach comes not from providers but employers and unions and it appears that the case for a shorter length apprenticeship is being ‘driven from above’.
Employers generally rely on fourth year apprentices to generate high levels of productivity while still on apprentice wage arrangements. Many small employers also have a genuine commitment to their obligations under the traditional ‘master-servant’ relationship to ensure apprentices develop appropriate work practices and personal attributes as well as technical skills.  Not all trades are the same but, for example, in the building and construction trades many employers, as well as the union, have resisted the introduction of recognised skill sets as a dilution of this philosophy (except in WA).  All trade qualifications are at Certificate lll level despite great variations in the breadth and complexity of their content.  ‘Shortening of apprenticeships is an industrial and political issue and not mainly  a skills issue’.
Nevertheless, industry also acknowledges that the Council of Australian Governments (COAG) has agreed that by the end of 2008, there should be no reference to time requirements in any of the regulatory arrangements for apprenticed trades and that the only basis for recognition and certification of an apprentice should be the attainment of an agreed qualification.  This will have a very great impact since the industry now needs to consider what constitutes competency in terms of real job proficiency and examine the extent to which existing qualifications are effective in achieving this.
High apprentice attrition levels, especially at the end of second year, are also a common problem which warrants far more attention.  The data on attrition needs to be drilled down to better understand this.  One current reason is the high wages for unskilled work. 
Another is the high incidence of poor literacy, numeracy and IT skills which prevents apprentices from successfully progressing to the required higher level competencies. There should a more explicit requirement for these key employment skills as part of both the initial selection and the final certification of apprentices.  At present most jurisdictions do not provide additional funding for literacy and numeracy diagnostic and remediation services.

Pre-apprenticeship programs are very successful in addressing these skills as well as giving students some initial technical competence before they commenced work and reducing the time requirement for completion.  These programs are becoming a preferred entry pathway in some industries with the capacity for appropriately matching apprentices to employers.  School-based apprenticeships can have a similar benefit – allowing students to complete Year 12 of secondary education with some credit towards a full apprenticeship.  However this requires a level of engagement from both employers and parents which it is often difficult to achieve.
There are other ways in which providers are able to significantly reduce the duration of the off-the-job component of trade training.  An example is a teaching and learning model where the cognitive skills are developed concurrently with the acquisition of specific competencies.  This accelerates learning and allows employers to obtain higher productivity from 1st year apprentices.  Appropriate employer selection and support processes are an integral part of such a model.  
However, one problem is what accelerated apprentices should do with the remaining prescribed off-the-job time after they have completed the trade qualification requirements.  Some providers offer apprentices a higher level qualification in this remaining time.
One TAFE institution does provide some trade qualifications where accelerated progression allows full completion of all certification requirements in two years instead of four.  The accelerated apprenticeship programs have been driven by industry to address labour shortages in selected trades (chefs, hairdressers, plumbers).  The programs are based on a formal tripartite agreement between employers, unions and the TAFE institution concerned and needs to be negotiated on an industry-by-industry basis.  They involve extended periods of intense institution-based learning, co-assessment of workplace performance and on-the job mentoring with the agreed responsibilities of both the employer and the apprentice clearly documented.  The introduction of some of these programs is being funded with Commonwealth grants.
The observation was made that, at the 2007 World Skills in Japan, the top performers had all graduated from institution-based pathways and that there was a case for introducing this model in Australia for at least some of the trades.
Question 6.
Could training packages be replaced by much simpler and more manageable skill standards?
This question was introduced for the OECD by Kathrin Höckel who noted that while the team had heard good reports of training packages, there also seemed to be a case for much simpler and more manageable standards.

Discussion

The original intention of training packages was to establish and mandate nationally consistent competencies for particular industry areas to be used as a basis to encourage providers to develop high quality courses with considerable scope for innovation.

However, many public and private providers now share significant concerns about the training package arrangements:

· Competency standards are written generically to ensure they are applicable across job contexts; any scope for specialised content specific to an enterprise or region is bled out. 

· The time involved in developing or reviewing and endorsing training packages is extremely long; the system is unable to respond sufficiently quickly to accommodate changes needed by employers; there is little or no flexibility in the content of training package qualifications.  Developers may have intended to allow for this flexibility but the rules governing the use of training packages prevent it.

· The atomised competencies in training packages are frequently unable to capture the higher order competencies required in higher level qualifications (Certificate lV and above).  At these higher levels, delivery of training package qualifications often involves dumbing down the content. 

· The national standards-based courses which were the predecessor to training packages did not have these problems. 

· Some providers who have tried to cluster and map training package units to more holistic competencies have at times been told that this is not permissible and that they will not have their scope of registration renewed for such a course.

· The lack of flexibility and inappropriateness of training package competencies for higher level qualifications is driving providers into the higher education sector where they are able to get their courses accredited - a process which, although not exactly fast, allows them to develop and offer courses tailored to the requirements of particular labour markets with which they are in direct contact.

· Enterprise-based providers have been criticised by auditors for not having industry engagement – even though they are themselves the industry.  This is a strong argument in favour of NARA. 

For enterprise-based providers, the specific job requirements of the enterprise are the starting point.  In many instances it is possible to map these back to the more generic training package competencies.  Other providers working across jurisdictions have also found that in some cases specific tasks can be mapped, providing more flexibility than might first be apparent in the endorsed components of the training packages.  

The mutual recognition requirements mean that for licensed trades in particular, national competency requirements are essential.  For apprenticeships, the degree of flexibility depends on the way in which training plans are developed by particular employers and industry groups.  

However, while the need for prescriptive national competencies for at least some trades is acknowledged, there is widespread concern that this approach has unnecessarily permeated many industries where a ‘one size fits all’ approach is unnecessary and counter-productive.

It was noted that the National Quality Council has identified work on the future of national training packages as one of its three priorities for 2008.  This will include a consideration of the need for greater flexibility and adaptability and the need for a workforce development approach by enterprises. 

Question 7. 
How can the challenge of an ageing trainer labour force be addressed?  How can the skills of the trainer be kept in line with the needs of the modern workplace?

This question was introduced for the OECD by Troy Justesen who noted that many countries including Australia had an ageing permanent workforce and the team was interested in the ways in which the issues around replacing the training workforce might be addressed.

Discussion

The issue of modernising the training workforce is experienced differently by different segments of the VET industry.

TAFE Institutions: 

· Many TAFE institutions have a workforce with an average age over 50 – some as high as 56. 

· The rigidity of current employment arrangements and work practices are a very significant problem: 

· The recruitment of young and talented staff and the retention of good staff is difficult because good performance and special expertise can’t be rewarded.

· Older people do not want to retire but would be willing to accept more flexible work arrangements. 

· There is little or no flexibility to negotiate employment terms and conditions at the enterprise (i.e. the institution or college) level.

· Maintaining the industry currency of long-term staff is a huge problem.  In some TAFE institutes there is a move to make periods of ‘return to industry’ close to a mandatory requirement rather than an elective professional development experience.

· Considerable re-training benefits accrue from staff doing more workplace training for TAFE clients. 

· TAFE needs to get smarter at recruiting younger people; many of them do like the work and regard it as reasonably well paid.  They are not looking for a job for life but do want reasonable blocks of work even if this is on a casual or semi-permanent basis.  

Private Institutions:

· Most private institutional providers do not have a unionised workforce.

· Their reputation depends on the currency and expertise of their staff and they concentrate on recruiting key industry people to work on a part-time or sessional basis.
· Providers must ensure that their business is structured around the availability of these people which can be difficult but is worth the benefits which come from a constantly refreshed and relevant workforce.

Enterprise-based training providers:

There is no workforce ageing issue to speak of and no limitations on the negotiation of appropriate wages and conditions for highly skilled and experienced people.  However there is a shortage of people with more basic skills who would be paid at a lower level.

Session 4: Defining the policy and funding principles

Three questions framed the discussion of this theme. These questions are closely related and were discussed together.  
	Question 8.

	What should be the principles underlying VET in Australia?


	Question 9.

	What should be the relative contribution of government employer and student? 


	Question 10.

	How can the system be kept consistent with the funding principles of higher education?


The questions were introduced Simon Field who said the team had not gained a consistent story about the principles which should govern the funding of VET.  It would be useful to get a more coherent view of the relationship between the States/Territories and the Commonwealth and of the basis for determining eligibility for government funding and the contributions of the various beneficiaries - government, employers and students.  

Some of the reasons given for funding VET are market failure, the need for equity and to ensure provision in rural Australia.  Another issue is the question of consistency with other funding arrangements.  In Australia, education up to the age of 18 is more or less free - but after that the Higher Education Contribution Scheme (HECS) system means that university students pay ‘quite a lot – about one-third’ of the cost of their tuition while VET students pay ‘between 10%- 20%’.  

It seems that the principles underlying VET funding are not articulated, are largely historical, and, given the difference with higher education arrangements, could distort the patterns of funding.  The HECS system is well established and Australia is recognised as a world leader in the principles for funding higher education.  Is it possible to develop seamlessness between VET and higher education? 

Discussion

There is a need for considerable caution in comparing higher education and VET arrangements: 

· Funding arrangements for VET cannot be understood on the basis of a simple distinction between public and private funding.  There are multiple government funding arrangements including direct grants, contestable funding, competitive tendering and vouchers. These operate differently in different States and Territories.

· These various funding arrangements enable governments to give priority to particular areas, levels of training and to respond to changing industry requirements, for example in nursing.  This doesn’t seem to work so well in higher education.  

· In some areas there would be a high risk of skills declining because there would be little or no demand for places if people had to pay.

· The nature of TAFE students and their study patterns are different.  Average attendance is 200-300 hours p.a. often enrolled in multiple units.  Administrative unit costs of managing TAFE student fees are higher than in universities and this must be taken into account.  
· The HECS arrangements are predicated on institution-based delivery.  It seems that this system would push VET in the same direction and it is not clear how this would work for enterprise – based training or for the trades. 

At this point in the discussion the OECD team leader indicated that enterprise-based training would follow its own economic logic and those apprenticeships and other programs which required industry engagement would need to be based on a different structure. 

There was also broad agreement that a HECS type system could have some benefits including:

· It would keep people committed to their training. 

· It is more equitable because it enables students to defer the costs of their training in the same way as higher education students.

· It would allow greater student choice between institutions in the public and private sector and between courses, with all students entitled to the same level of funding support as obligated to make the same contribution.

· It would reduce the scope for governments to ‘pick off’ target occupations and target groups and would guarantee an entitlement for education to a particular standard, including a minimum level of literacy and numeracy.  

In considering a minimum universal entitlement, it was suggested that the VET qualifications structure be treated in two parts, viz:

i.     entry-level qualifications up to and including Certificate lll, including school-based apprenticeships, would be funded on the same basis as secondary schools,  

and  

ii.     qualifications at Certificate lV and above funded on a HECS type basis, i.e. with a student contribution through an income-contingent loan scheme.  

This proposal was discussed at some length taking into account the complexities of VET and the experience of HECS and other student loan schemes in the higher education sector.

The main issues raised were:  

· Schools-based funding levels were inadequate for VET teaching and learning up to Certificate lll levels, including VET in schools.

· The school curriculum was not appropriate for full VET qualifications; school-age students needed and wanted the flexibility to try different vocational areas while completing a fully accredited secondary education.

· The growth in jobs is forecast to be largely at the higher technician and paraprofessional levels with people needing more than Certificate ll or lll level qualification.
· A sizeable proportion of VET participants are neither school leavers nor apprentices; it is not clear how the proposed funding arrangements would apply to them or to enterprise-based training.  These people may well be deterred from training by the proposed arrangements.

· Introduction of a HECS based system for government funded programs is likely to cause a fall in demand for, and revenue from, full fee courses currently offered by TAFE institutions.

· Although degree qualifications have grown at a much faster rate than VET qualifications in the last decade, much of the higher education growth has not been aligned with the pattern of jobs growth and related labour market requirements.

· HECS has not caused a proportional reduction in first degree enrolments by people from low socio-economic backgrounds enrolling but it did cause a massive decline in the demand for vocationally oriented postgraduate course work degrees. 

At this point in the discussion the facilitator noted that there appeared to be broad agreement that government should properly fund qualifications up to Certificate lll including an entitlement to adequate literacy and numeracy standards (foundation skills).

Simon Field then suggested that the system in Norway was similar to that which the roundtable participants were discussing.  Norway had free education up to Advanced Secondary level – which is the level of the Australian Certificate lll – with individuals able to choose whether they followed a vocational or an academic track to this level.  Above this advanced secondary level, fees would be chargeable on a HECS-type arrangement.

There followed some further consideration of the principles which would need to govern the introduction of an income contingent student charge scheme for the higher levels of VET qualifications.  These included:

· The main purpose of such a scheme would be to make the government’s contribution transparent to students.  Students and the community would better appreciate the true value of these qualifications.

· The proportion of costs borne by students should remain constant at the current levels and there should be no scope to shift a higher proportion of the costs away from governments and towards higher student fees and charges.  This has been a clear trend with the way HECS has been applied in public universities. 

· In many sectors private providers deliver the majority of training and publicly funded places should be available to all students regardless of their choice of provider.  However, a clear distinction should be maintained between HECS-funding schemes and FEE-HELP.  A mixed model is the most appropriate.

· Student fees and charges should be complemented by increases in the real level of government funding.  At present governments ‘talk up’ the value of, and their spending on, school and higher education but their sole concern with VET seems to be cost-cutting measures based on increasing contestability.  A HECS style arrangement would need to be based on a clearer expression by governments of the value of VET as evidenced by what they spend on it.
· Income contingent student loans are dependent on the income tax system and are necessarily managed by the Commonwealth; this may be a barrier if the States and Territories influence is reduced or if there is no agreement about how they might be reimbursed. 

· Capital funding would need review – with a scheme similar to the higher education endowment fund being available as part of the public funding for VET.   

Concluding Remarks

Anne Dunn invited participants to make a final comment on the more critical issues facing Australian VET.

Participants expressed their appreciation of the opportunity to meet with the OECD Review team.  Many emphasised the need for a stronger national vision based on an understanding of the complexity of VET and a commitment to invest in human capital.  This should lead to more consistent and transparent policies and funding arrangements.  There should be greater flexibility in the arrangements governing both providers and qualifications.  The international context of VET needed greater consideration both in terms of its contribution to Australian skills and as a basis for benchmarking performance of the sector.  

The OECD team thanked the participants for their contributions to a fruitful discussion which would help inform the team’s work in reviewing other countries as well in formulating their report to the Australian Government.  
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