Competition and contestability the good, the bad and the ugly
Competition and contestability for vocational education and training is here to stay
Since the early 1990s governments have pursued strategies to create a 'competitive training market'. 

The Rudd Government has continued the trend. The Government articulated its philosophy in Skilling Australia for the Future:
 “Introducing greater competition to the training system, including contestability for Government funding, and providing public institutions with the flexibility to compete, will ensure that training providers are better able to respond to industry and employer needs”

The Federal Government (and State and Territory Governments to varying degrees) have embraced competition and contestability for Government funds as part of its productivity agenda.

The policy has been endorsed by COAG.
Competition can promote efficiency, diversity & innovation

The principle that governments have espoused is a move from a supply driven (provider driven) to a ‘demand’ driven tertiary education and training system that is responsive to the skill need of individuals and enterprises.

In broad terms TDA supports the move from a supply-driven to a demand-driven tertiary education and training system. 

TDA supports the proposition that competition can challenge providers to be more attuned to their clients, whether they are students or enterprises, within Australia, or abroad. 
Providers are likely to become more agile as they respond to markets.
Competition can foster more diverse and more innovative responses to client needs. In short it can transform the culture of organizations and in doing so simultaneously raise customer expectations of the service/products they will receive.
This is the good.
Competition and contestability focused on cost-price has consequences

TDA argues however that government competition and contestability policies and funding arrangements need recalibrating.

Recent policies and funding arrangements for vocational education and training have been inconsistent with genuinely competitive arrangements.
This is particularly the case where competition and contestability in the VET sector been defined solely in terms of cost-price competition between training providers. In this case TDA argues that competition & contestability:
· drive down the quality of provision

· foster high risk operations

· are a  disincentive to innovation & diversity

· unfairly advantage some providers (ie not a  level playing ground)

· can skew delivery to cheap courses rather than areas of skill need

· do not facilitate tertiary interconnectedness

Let me elaborate:

In VET, the combination of standardisation of qualifications, courses, modules and related learning products together with the single level of provider registration, means that all providers are considered equivalent in terms of their outputs and outcomes for a given qualification. 
This is the level playing field approach.
This approach we argue has not sufficiently allowed for:

· recognition of quality providers: high risk, low quality providers can compete and receive government funds in a contestable environment

· skewed delivery towards cheap courses rather than genuine areas of skill shortage and productivity deficits in the labour  market
· the legitimate community services obligations of TAFE institutes.

There has been a standard price, regardless of the time and facilities that might be required to meet the learning needs of socially disadvantaged, or geographically isolated, individuals.

· Innovation in product development (Development of learning and assessment resources, teaching and assessment methodologies, workforce capability improvements) in vocational education and training has been severely inhibited.

A valid comparison of providers in terms of value for money would require a systematic balancing of price with demonstrated quality of outcomes and the equitable distribution of benefits across student populations.

TDA supports a three pillar approach to competition & contestability

TDA maintains that contestability and competition are only one element of productivity. The other two, quality and social inclusion, are equally important and without a coherent competition and contestability policy that incorporates the three elements, and recognises them as interdependent, workforce productivity will be compromised –
Consumer access to adequate market knowledge is vital for genuine competition between providers. 
However, the majority of VET clients (individuals, small and medium enterprises and community organisations) have little or no access to comparative information on the quality and effectiveness of providers. 

TDA sees that robust provider registration, regulation and auditing processes are essential quality mechanisms
_________________________________________________________

TDA has recommended to governments the adoption of a three pillars model of a high performing VET system:
Productivity = competition + quality + social inclusion.

Competition & contestability – to drive flexibility, responsiveness and higher skill levels
Quality – to drive continuous improvement and public esteem for VET

Social inclusion – to drive access for the disadvantaged and disengaged.
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