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Demand Driven System
MEGT

MEGT is an employer – 700 staff / 1000 apprentices / trainees

· RTO / GTO / AAC

· 65 Offices 

· Private provider – competitor / supply side (workplace delivery, college inSydney, trade centre in Melb)
· AAC – ally / partner – 1500 per week
· GTO – customer / employer – 1,000
· MEGT is active in school to work initiatives (e.g. ATCs, LLENs, LCPs)

· MEGT is active in Indigenous Programs – establishing a separate business arm for Indigenous apprentices and Trainees.

· Formerly MEGT was also part of the Employment Services Network (now Job Services Network). 

Entitlements / vouchers

Funding model – fund institutions or fund students

Skills Victoria – revolving door at the top – 4 CEOs in 14 Months.

National System run by the STATES!!!!!

Consumer and Purchaser

The topic covered in the Abstract for this session asks:  Who benefits from a demand driven system? 

I would contend that the consumer benefits.

The issues to be dealt with include:   WHO IS THE CONSUMER?
· Is it the Employer?  Is it the Student?  Maybe it is even Community / Govt.?
In many cases the purchaser is not always the consumer (except for full fee paying students who cover the entire cost of a course).  Lack of incentive to control costs  This lends itself to distortions and poor decision making.  Back to the Nanny State!
Conflict of interest:  We further have a system where the regulator is also the largest purchaser, is also the largest supplier.  I contend that this leads to poor decision making.
Govt has increasingly made VET Training a public commodity whilst it has been busy privatising other parts of the economy.  As a Private Provider it would appear that TAFE is a protected species.  Nothing in the current proposals says that this will change.

Since 1988 we have been talking about VET reform and employer driven training

· Since TAFE Board in Victoria was abolished, and replaced by the new State Training Board (Dr Ron Cullen / Terry Moran) that’s where training moved from being steered by educators to public service managers

· Govts. have appointed Managers to run TAFE not educators – Move to “employee driven” system

· PM / Treasurer Keating pumped money into VET growth funds

· States to  match funding

· To deal with skills shortages

At same time Vic Premier Kennett and Feds talked about “open training market”
Then under Howard continued to talk of “employer driven” but the financial contribution was diminished through inflation.  
TAFE might have felt hard done by in this process – but:  This has particularly impacted those private providers who work in govt. funded areas who have largely had no fee adjustment in the past decade.
Ebbs and Flows

Traditionally - Private providers ran courses specifically geared at the student as both the purchaser and the consumer. These courses were seen to be responsive to the needs of the consumer.  The need to make a profit has traditionally been balanced with the need to provide a quality service.
If we go back to pre 1980 Australia had 80 plus years of Private Providers in the supply of VET Courses.  With the exception of Technical Colleges there was no extensive govt supply mechanism.

In the 1980s Private Providers saw their market dominance threatened by Govt funded TAFE Colleges.  They lost significant market share – and had to reposition themselves- but they were able to survive by differentiating their product.

Then in the 1990s as training was made into a mass produced commodity they were forced to give up their IP.  Yet they still adapted to survive the training package and audit regime that was thrust upon them.

Increasingly Private Providers are now playing in the same field as TAFE – ie govt controlled and funded delivery.

At the same time TAFE colleges are moving into fee for service activities where the consumer is also the purchaser

Both TAFE and Private Providers now run courses geared at employers as the consumers.  Some of these are govt funded, some are consumer (read – “employer”) funded.
· All government funding is now predicated  on “industry driven” meaning employers (Industry Associations > VECCI / ACCI)

· Traditionally, we have only measured government funded training of the employer driven system. Not interested in student consumption / training of individuals.  Alternatively, this could be viewed as having an interest in govt. funded training but not non-Govt. Funded training.
Current govts

· Liberal & Labour have little difference in policy effect
· Exception now “demand driven” been applied to universities but both TAFE and private providers still locked out – with promises for the future (2012).  So, we really only have a half hearted “demand driven” system.
· Why should VET providers (both public and private) be locked out?  Both TAFE and Private Providers are equally left out now – I have no doubt TAFE will find it easier to enter this field, so ultimately Private Providers will have to battle on.
In VET we have had  20 years of reforms all moving towards what is supposed to be a demand driven system.  So what has happened to the reforms?

· Current Training system – complex; regulated varied; flexible, treated as a mass produced commodity
· Crucial part is TAFE but also included  ACE and private providers who include enterprise RTO’s and general RTO’s

· International students and domestic – all in same system

Demand driven will not result in a level playing field. - Public Provision of Infrastructure (also public monopoly on support services – such as PD)

In relation to the issue of public provision of infrastructure:

· EIF (Education Investment Fund) – Round 2 open to all VET providers in HE. Not one private provider got a dollar and in VET, all bar one went to TAFE – so public provision is well protected
· Any demand driven system that is fair will treat public and private providers the same.  Both will be eligible for capital funding grants!!
User Choice or Demand Driven system

· For the past decade we have spoken of “user choice”.  This was the terminology used by govt to either make real changes – or to pretend that they were making real changes.  In reality when it had an impact  user choice translated to “employer choice”

· Our system has not promoted “individual choice”.  
· The question is will the new demand driven system be any different than the old user choice system.  
As a private provider of 15 years experience – I hope so!  
As a private provider of 15 years experience – I doubt it!!
A true demand driven system will treat public and private providers equally.  Each will be able to perceive the same threats and more importantly the same opportunities

.
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