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The term demand driven is often synonymous with industry driven in Australia and elsewhere.  Australian VET leaders, long used to governmental market manipulation, have learned to shun the dark side, supply, and to embrace demand. However the concept of demand is increasingly complex, multi-layered and ethically challenging. It is not only industry that makes demands on VET providers but individuals, communities, governments and others. Think of extreme cases such as the international student demand for training leading to permanent residency outcomes. In the post-Bradley tertiary education market, the demands will be even more confusing unless state and Federal governments can agree on a consistent approach to management of the tertiary sector. 

 The present alignment of state and Federal policy has allowed the Council of Australian Governments to set a number of ambitious growth targets for the newly-badged tertiary education sector, such as:
· increasing the proportion of 25-34-year-olds with a bachelor-level qualification or above from 32 per cent to 40 per cent by 2025, 
· doubling the number of higher qualification completions (diploma and advanced diploma) between 2009 and 2020. 

Governments have initiated a number of strategies to achieve these targets such as market reform, investment and changes to regulation.  The recent Skills Australia report ‘Foundations for the Future’ recommends a “managed market approach” to achieve the first two of the above targets, those currently set for the VET system. Meanwhile the Federal Government is removing enrolment caps from universities in a cautious move towards driving the higher education system to deliver more graduates. 

DISSONANT COAG TARGETS
The problem is that both the targets and the strategies are problematic. Let’s start with the targets and consider the disconnection between the targets set for higher education and VET.  An increase in higher education qualifications based on the removal of enrolments caps in universities will ripple across the whole tertiary sector as universities reposition their entry requirements and TAFE institutions scramble in the wake. We know that widening participation will put pressure on universities to provide more robust learner support in order for the 40% graduate target to be achieved. As a consequence the VET system will need even greater effort to increase higher level completions. 

Maybe there’s a better way to do this? Certainly a number of other countries have adopted more rational and successful strategies. For example the United Kingdom’s very successful increase in higher education participation in the past decade has been achieved through collaborative delivery of foundation degrees by universities partnering with clusters of colleges of further education.[footnoteRef:2]  [2:  John P. Wilson, John Blewitt, Daphne Moody 2005 Reconfiguring higher education: the case of foundation degrees
] 


In the Australian case, however, we appear to be heading towards a standoff in the tertiary education space where VET and higher education products will compete and learners fail to achieve unless significant funding for learner support is available in both sectors. I understand that there are federal mutterings to the effect that pathways will be part of the solution. However pathways as we currently know them are costly to establish, difficult to maintain and rarely give students credit for whole years in higher education due to the differences between VET and university curricula. A more effective pathways driven approach would require significant rethinking of the purpose of VET supported by real reform of its training products. 

THE VICTORIAN EXPERIMENT
The Victorian Government plans to have a fully contestable VET system by 2011. Starting with diploma level courses and above, and some industry based courses,  funding now follows eligible students and is available for enrolments in TAFE institutes, dual sector universities and 240 private providers. Students aged over 20 are entitled to a place as long as they enrol in a qualification at a higher AQF level than those they already possess. VET FEE-HELP is available to defer full fees for the 25% of Victorian students who are no longer eligible for government funded places.  

From the public provider perspective this is a very interesting competition indeed, one in which the product range and cost base are externally controlled with the latter circumstance not applying to private providers.  The new Victorian funding model is really a blend of demand and supply driven approaches. For example there is now opportunity for RTOs to increase their revenue through increased provision of courses that the Government formerly considered low priority such as fitness and the arts.  

BEYOND PATHWAYS - THE DUAL SECTOR SOLUTION
Almost 30% of TAFE delivery in Victoria occurs through the dual sector universities. At the same time the large metropolitan TAFE institutes are increasing their higher education provision. There is potential in this state for these institutions to develop coherent approaches to tertiary education. These could support more fragile learners and also offer a series of qualifications to new labour market entrants as well as existing workers, delivered at times and places and in ways that suit their varying needs. There are already some good examples of this in many of our institutions. From VU I offer the example of the unique Dermal Therapy suite of courses that begins with VET certificates and diploma courses leading to work-based associate and bachelor degrees offered through online delivery and intensive clinical workshops all over Australia. 

However the barriers to pursuing such sensible approaches are enormous. These include the lack of coherent government policy already mentioned, difficulties in mixing and matching state and federal funding and the cost and time imposts arising from dual reporting and auditing of quality, finance, etc. 

WHERE TO FROM HERE?
The recent GFC and imminent recovery demonstrate just how quickly an apparent skills shortage can become a skills glut. Participants in the recent NCVER facilitated forum Training for the Recovery at Parliament chose to focus on skills preparation for an unknowable future rather than on skills required for the recovery. These would be training products that provide the robust and rich preparation by those navigating lifelong careers in unpredictable globalised economies. They would deliver stronger language, literacy and numeracy, problem solving, creativity and other skills needed to provide a foundation for future skills development including pathways into higher education. 

TAFE institutes and dual sector universities are capable of delivering on such a promise. To do so we need fewer bureaucratic shackles, more freedom to develop our own qualifications using national training products where it makes sense to do so, the ability to easily use funding from both levels of government for the same student and consultative development of workable policies and targets for the new tertiary sector. 
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