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Executive Summary

The current Skill Centre Program is a component of the VET Infrastructure Program and is, in turn,
the sum of its three sub-component parts:

n  industry based skill centres
n  skill centres for school students
n theprogram for VET Infrastructure for Indigenous People (VIIP program).

Thisreview is directed to the core strategic issue of the future direction of the Skill Centre Program,
includingissuesin relation to the governance of the Program as it bears upon that broad direction.
The key features of the management and administrative processes of States/Territoriesand ANTA in
relation to the Program are considered by the review and will be subsequently addressed as part of
the development of new guiddines for the VET infrastructure Program as a whole.

Thereview is structured around an evaluation of the effectiveness, efficiency and appropriateness of
the Program. The review involved:

n anexamination of Program documentation, including previous reviews and procedural and
admini strative documents

n  aquantitative assessment of the extent to which the Program has been effective

n  aprogram of consultations with officials from States/Territories, the Commonwealth and
ANTA and a select sample of skill centre managers.

Objectives of the Skill Centre Program: outcomes to date

VIIP program

The VIIP program inits revised form has been in place for less than 12 months. It is, therefore, too
early to assess whether this redesigned sub-component has translated into better outcomes, although
early indications are encouraging.

Skill centres for school students

The anecdotal and qualitative evidence gathered through the consultations pointsto aprogram rich in
achievement. However, the absence of approaches in anumber of jurisdictions to the systematic
capture of information about centre operations means some caution needsto be exercised in drawing
obj ective conclusions about the sub-component’ s overall performance.

Industry based skill centres

The outcomes of this sub-component have substantially contributed to the achievement of its general
objectives, albeit with ‘patchy’ coverage of industries (retail/personal services and traditional trade
areas dominating) and arecent declinein the actual cash contribution made by industry to the
program.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 1
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Objectives of the Skill Centre Program: alignment with national priorities

The review proposes to take the opportunity to more directly align the objectives of the respective
sub-components (other than the VIIP program which is explicitly cross-referenced to current
Indigenous VET policy in Partnersin a Learning Culture) with the relevant outcome statementsin
the draft National Strategy for VET 2004-2010.

This alignment will involve a shift for the industry sub-component from its emphasis on
diversification of the training market to afocus on partnerships. For the schools sub-component, the
shift will concentrate upon partnerships which join up education and training pathways.

Level and quantification of future demand

VIIP program
Demand is reported to be strong and likely to continue for the foreseeabl e future.

Skill centres for school students

Demand is also growing strongly, with 2003 projected to be the first year that national demand will
exceed available funding.

Industry based skill centres

Thereisagenera consensus that demand for this sub-component has ‘ softened’ in recent years,
particularly in metropolitan locations.

Governance arrangements for the Skill Centre Program

The three sub-components are co-administered, with States/Territories responsible for the local
assessment of VET needs and priorities and the capabilities of applicants, the administration of the
sub-components and for monitoring outcomes. ANTA is responsible for the approval of individual
grantsin the light of program guidelines.

These arrangements drew some criticism in the consultations, with concerns expressed about the
inefficiencies wheretwo distinct ‘authorising’ bodies at the national and State/Territory level are
actively involved in the approvals process for individual projects.

Thereview also examined the implications of the report of the Cole Royal Commission into the
Building and Construction Industry for the Skill Centre Program, particularly the Commission’s
conclusions about the imperative for greater clarity in theroles, relationships and accountabilities of
ANTA and States/Teritories.

Future Strategic Directions for the Skill Centre Program

Thethreshold conclusion of thereview isthat continuation of the Program in some substantial form
Isimportant to the on-going development of the VET system and is a genuinely worthwhile
Investment for that purpose.

VIIP program

The review recommends that the broad directions of this sub-component be maintained and that the
current annual quantum of $4 million per annum continue in the immediate term.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
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Skill centres for school students

The review recommends that the broad directions of this sub-component continue, albeit with a
greater emphasis on pathways and partnerships. Any increase in funding from the current annual
allocation of $4 million per annum should not take place before States/Territories undertake an
empirical evaluation of the outcomes of the investment to date and an assessment of the nature of
forecast demand.

The review proposes that the sub-component be more directly aligned to, and integrated with, the
broader VET in Schools program.

Industry based skill centres

The review recommends that the current model be substantialy ‘refreshed’. A two element futureis
proposed: thefirst, a program which mandates partnerships reflecting aformally agreed joint effort
between the parties as the foundation of industry based skill centre proposals; the second, a program
which supports avery small number of large centres which are genuindy in the national interest and
desirably havelocal, national and international implications. For 2004, funding of $5 millionis
recommended for the industry partnerships element and $2 million for the large centres e ement.

Governance arrangements

Thereview examines the alternative models for the distribution of funds under the Program, based
either upon anational competitive evaluation of submissions or the allocation of afixed population
shareto States/Teritories.

Thereview identifies that the latter model would enable a substantial changeto governance
arrangements whereby ANTA no longer approves individual skill centre proposals, and their levels
of funding, and devolvesthisresponsibility to States/Territories. The features of a revised
accountability framework, including the new role for ANTA, are set out to support such an approach.

Governance reforms under a national submission based approach include a proposed single annual
national selection round overseen by arepresentative committee comprising ANTA, the
Commonwealth, States/Territories and industry.

Key features of management and administrative processes under the Skill
Centre Program

The review examines the key processes associated with the management and administration of the
Program and recommends a number of changes covering areas such as unsuccessful applications,
project acquittals and monitoring and reporting.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 3
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Introduction

The review of the Skill Centre Program for VET Infrastructure (the Program) has two main
elements:

n  anevauation of the Program to inform its broad future strategic direction

n  anexamination of the management and administration of the Program, including theroles
and responsibilities of the Commonwealth, States/Territories and ANTA, and the Program’s
administrative processes.

Thisreport isdirected to the core strategic issue of the future direction of the Program, including
Issuesin relation to the governance of the Program asit bears upon that broad futuredirection.

The key features of the management and administrative processes of States/Territoriesand ANTA in
relation to the Program are considered in the report and will be subsequently addressed as part of the
development of a set of new guideines for the VET Infrastructure Program as a whole.

Backgrounad

The current Skill Centre Program is a component of the VET Infrastructure Program and is, in turn,
the sum of its three sub-component parts:

n industry based skill centres
n  skill centresfor school students
n theprogram for VET infrastructure for Indigenous People.

Thereis no statement of collective intent, or a set of collective objectives, for the Program as a
whole. The objectives for the sub-components are contained in two sets of program Guidelines:

n  “Infrastructure Program: Industry based Skill Centres & Skill Centres for School Students
Program Guidelines”

n  “Infrastructure Program: VET Infrastructure for Indigenous People Program Guidelines’.

The three Program sub-components have varied histories, with their origins derived from
Commonwealth and ANTA initiativesto improve VET provision and training outcomes across a
number of domains.

Industry Skill Centres Program

The Commonwealth established the industry skills centre program in 1987, with a budget of $3
million per annum, as ameans of increasing industry investment in training through grantsto trading
enterprises to participate in joint venture arrangements. State/Territory involvement in the program
was only indirect.

Responsibility for the program was transferred to ANTA in 1994. The Commonwealth agreed to
continue to provide $3 million per annum for the program for a further three year period. ANTA
was responsible for program management and, as had the Commonwealth, contracted directly with
grant recipients.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 4
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In 1995, the ANTA Board agreed to supplement the funding of the program to assist in the
diversification of the training market with a further investment of $7 million per annum under the
VET Funding Act. Funding under that Act isrequired to be provided through States/Territories.

Subsequently, the two skill centre programs (one directly managed by ANTA and the other jointly
administered by ANTA and States/Territories) were merged and funding under the VET Funding Act
was increased to $10 million ayear. That sum was reduced to $7 million per annum in 2000.

Skill Centres for School Students Program

Arising from adesire to improve vocational education and training provision for secondary school
students, and as part of a broader strategy for VET in Schools, Ministers agreed in 1996 to allocate
an additional $5 million to the Skills Centres component of the Infrastructure Program.

A pilot program of grants for Skill Centres for School Students was introduced by ANTA for this
purposein 1997. An amount of $5 million per annum was made available for the program from
1997-1999, with the amount reduced to $4 million in subsequent years. The funds are allocated to
States/ Territories based on a population share formula.

Aswith the industry component of the program, State and Territory training authorities are
responsible for the administration of the program, including the provision of support in documenting
proposals, the development of guidelines and checklists and management of reporting and acquittal
[proCcesses.

VET Infrastructure for Indigenous People Program

The current VET Infrastructure for Indigenous People (VIIP) program hasitsoriginsin a
Commonwealth budget initiative in 1995/96 to provide $15 million over athree year period from the
ANTA administered Infrastructure Program to support capital investment in VET facilities for
Aboriginal and Torres Strait Islander peoples.

In order to align the provision of this infrastructure investment to the overarching VET strategy for
Indigenous Australians, documented in Partnersin a Learning Culture, the VIIP program replaced
the ATSI VET facilities program in 2000. The Blueprint for Implementation which accompanies
Partnersin a Learning Culture makes a direct correlation between the VIIP program and the
objectives of the strategy as illustrated below.

Objective Action Funding source

Achieving increased culturally Develop and implement guidelines  $4 million through Skills Centres
appropriate and flexibly delivered  for accessing VET infrastructure Infrastructure Program

training, including theuse of IT for for Indigenous sub component of

Indigenous people the infrastructure program

Unlike the Industry and Schools sub-components of the Program, the VIIP program guidelines
enable public providers, aswell as private providers and community groups, to access funding in
circumstances where such funding contributes to fulfilling the overarching objectives of the national

Strategy.
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Previous review of the Skill Centres Program

In 1999, ANTA commissioned areview of the Skill Centres Program.t Theterms of reference for the
review required an examination of the three sub-components of the program to determine:

N

N

whether set objectives had been met
the need for continuation of each component

the need to revise objectives and scope for each component and any barriers to future
devel opment

current and future administrative and funding arrangements
theimpact of each component on activity within the VET sector

the relationship of the three componentsto other VET policy initiatives such asthe
expansion of the training market, user choice, the expansion of new apprenticeship
opportunities, the introduction of training packages and the introduction of new technology
and alternative delivery options.

The review made a number of recommendations which, for the three sub-components of the
Program, included:

N

Industry Skills Centres

- The continuation of grants with an emphasis on industry sectors with strong employment
growth prospects and/or weak training infrastructure, identified in the VET training plans
of the States and Territories.

- Targetsto also focus on locations with disadvantage in accessto VET, particularly in
regional Australiaand people with disadvantage in accessto VET and employment
particularly ATSI peoples.

Skill Centres for School Students

- Thecontinuation of grants with an emphasis on regional and remote areas and the fringes
of larger metropolitan cities with poor access to alternative providers of VET and facilities
operated by independent VET providers, industry based Skills Centres or community based
organisations with a demonstrated ability to serve schoolsin aregion.

- Thecessation of fixed allocations for each jurisdiction in favour of a nationally competitive
application process.

Aboriginal and Torres Strait Islander VET facilities

- Anticipated the realignment of the ATSI program by recommending that the awarding of
grants should be aligned by an overall strategy for the delivery of VET to ATSI peoples.

- Replacing thefixed allocations for each State and Territory with anationally competitive
application process.

1 Where possible, the current report draws on data and findings from the 1999 review for comparative
pUrposes.
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Approach to the Review

Thereview is structured around an evaluation of the effectiveness, efficiency and appropriateness of
the Skill Centre Program as follows.

n  effectiveness: being the extent to which the outcomes of the Program have achieved the
objectives of the Program, including (where the data allows) a comparison of present
outcomes versus the past so as to assess indications of improvement or decline

n  efficiency: being the outputs of the Program for the given level of resource inputs, with a
particular focus on the governance arrangements and Program management and
administrative processes

n  appropriateness (ongoing fitness for purpose): being the currency of the Program objectives
and whether thereis still the same need for the Program, including an assessment of:

- the extent to which the objectives of the sub-components of the Program match national
policy and priorities

- thelevd of demand for the Program and leve of resources applied to the Program
- therédationship of the sub-components of the Program to each other.
The principal elements of the review involved:

n athorough review of Skill Centre Program documentation, including previous reviews and
procedural and administrative documents

n  aquantitative assessment of the extent to which the Program has been effective. The
robustness of this assessment was constrained by the highly variable availability and extent
of reliable empirical datain relation to the outputs and outcomes of the Program (e.g. in
relation to student contact hours, student numbers and employment and transition outcomes)

n aprogram of consultations with officials from the States/ Territories, the Commonwealth
and ANTA and a select sample of skill centre managers (including 26 site
visits/teleconferencesin all States/ Territories over athree week period — see Appendix A
for details of the skill centre sites)

n areview of documentation received from States/Territories in relation to their jurisdiction
specific ‘ operationalisation’ of the Program and from individual skill centresin relation to
their operations and achievements

n  anexamination of relevant extracts from the Cole Royal Commission into the Building and
Construction Industry.

In addition to the absence of datain relation to the outputs of the Program, the most significant gap
in the information gathered as part of the approach to the review, in terms of drawing conclusions
relevant to the terms of reference, related to the absence of a systematic and direct view from the
actual clients of the Program (being industry, Indigenous learners and senior school students) of the
relevance and quality of training provided under the Program and the levels and nature of future
demand. It issuggested that a survey to gather such views should form part of future evaluations of
the Program.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED
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Objectives of the Skill Centre Program: outcomes
to date

This part examines the extent to which the outcomes to date of the sub-components of the Program
have achieved their objectives as stated in the respective sub-component Guidelines.

VET infrastructure for Indigenous People (VIIP) program

The objectives of the VIIP sub-component are broadly stated and relate to the provision of assistance
for, and enhancement of, delivery of VET to Indigenous people consistent with the program
Guidelines and the objectives of Partnersin a Learning Culture.

Initial indications suggest that there have been significant improvements to the current design of the
VIIP program, and in particular the extension of eligible applicantsto include I ndigenous
communities.

The VIIP program in its revised form has been in place for less than 12 months and an annual
program cycle has yet to be completed. It is, therefore, too early to assess whether this redesigned
sub-component has trandated into better outcomes. However, the level of apparent emerging
demand for skills centres through the program, confirmed by advice from the Australian I ndigenous
Training Advisory Committee (AITAC), suggests that Indigenous communities hold the community
capacity building potential of the program in high regard.

Skill centres for school students

In addition to the objectives for the industry based skill centre sub-component (see below), the skill
centres for school students sub-component is expressed to aim:

n  ‘toprovide capital funding to projects which:

- create additional facilities and provide additional opportunities for the provision of VET
training recognised under the NTF among year 11 and 12 students, particularly for
Apprenticeships and Traineeships, or units of competency from within training packages
which relate to Apprenticeships/Traineeships or other vocational outcomes

- enhancethe ability and opportunities for year 11 and 12 students to undertake further VET
courses and obtain workplace skills

- help year 11 and 12 students with the transition from school to work’.

Advice from the States/Territories and managers of a sample of school skill centres suggest the
outcomes of this sub-component of the Program have contributed to the achievement of these
objectives and are doing so at an increasing rate and intensity.

By definition, the 134 schools skill centre projects funded to date have provided additional facilities
and opportunities for senior secondary students to undertake nationally recognised VET and for
students to undertake further VET and to obtain workplace skills.

While the anecdotal evidence gathered through the consultationsis compelling (with school
representatives pointing to both adirect benefit for students through obtaining industry recognised
gualifications and an indirect benefit from enhancing school retention, which in turn optimisesthe
potential for positive school-to-work outcomes), thereislittle by way of quantifiable data from

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 8
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States/Territories which enables areliable estimate to be placed on the extent of those enhanced
opportunities and the number of students actually assisted in the transition from school to work.

The extent to which the sub-component has actually broadened training provision within the schools
sector merits further exploration. For example, data provided by ANTA indicates that during the
period 2000 — 2003 46 per cent of program funding was allocated to support existing provision.
Furthermore, the findings from the consultations also suggest that in some jurisdictions funding has
been used to replicate facilities across a number of locations.

The absence of approachesin a number of jurisdictions to the systematic capture of information
about the operations of schools skill centres means some caution needs to be exercised in drawing
obj ective conclusions about the performance of the sub-component across a number of domains,
Including quantifiable student outcomes and the systematic expansion of the areas of training.

Industry based skill centres
The objective of the industry based skill centres sub-component isto:
n  ‘further assist the development of the national vocational education and training system by:

- encouraging the creation of a broader and more diverse training market for the delivery of
training recognised under the National Training Framework and associated with training
packages, involving public aswell asindustry based and private providers

- encouraging the quality of VET training through the provision of industry standard training
facilities and equipment to non-public providers

- increasing direct industry and community involvement in the provision of training,
including encouraging financial involvement

- providing off-the-job training facilities to create additional training places, particularly
additional placesfor Apprentices and Trainees and the upskilling of existing workers'.

The outcomes of this sub-component of the Program have substantially contributed to the
achievement of these general objectives.

In terms of raw numbers, some 134 skill centre projects have been funded across a range of
industries. Table 1 reveals the breadth of industry coverage under this sub-component. Thetable also
reveals, however, the ‘ patchy’ coverage of industries which have been the subject of skill centre
activity, with the retail/personal services and traditional trade areas, such as building and
construction, engineering and automotive, dominating.

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 9
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Table 1. Industry coverage across skills centres

Industry segment Skills Centres Industry segment Skills Centres
Light Manufacturing 6 Local Government 3
Seafood 4 Retail/Personal Services 18
Automotive 14 Property Services

Business Services 11 Public Safety 0
Community Services 3 Rural 10
Building and Construction 22 Sport & Recreation 7
Cultural 5 Tourism & Hospitality 13
Utility 10 Transport 11
Forestry 2 Drilling 0
IT&T 11 Meat 2
Process Manufacturing 10 Corrections 0
Engineering 18 Public Service 0
Finance 0 Racing 0
Food 7 Printing 1
Mining 4 Other 26

Source: ANTA (June 2003)

Anecdotal evidence from the consultations suggests the incomplete coverageis partly a product of
the requirement for a 50% industry contribution, and industry unwillingness/inability to match, and
partly explained by the fact that some industries are not organised in ways which lend themselvesto
the formation of not-for-profit entities

The assessment of States/Territories and skill centre managersis that both the quality of vocational
education and training and direct industry involvement has been enhanced through the Program. The
financial involvement of industry in training has also been enhanced by virtue of the requirement for
amatching industry contribution although, asillustrated in Table 2, the actual cash contribution from
industry has varied from year to year.

Table 2: Summary of Industry contributions to the Skills Centre program 1997 -June 2003

ANTA contribution Other contributions Actual industry

towards skill centres towards skill centres contribution*

1997 46% 54% 17/%
1998 45% 55% 35%
1999 48% 52% 45%
2000 46% 54% 26%
2001 49% 51% 11%
2002 46% 54% 17/%
2003 45% 55% 0%

Source: ANTA (June 2003) Note* Actual industry contribution is the total contribution from third parties as a percentage of the ‘other' contribution

Although Table 2 illustrates that ANTA's contribution to the program has remained below 50 per
cent each year over the period 1997 — 2003, the manner in which the industry contribution is
achieved hasvaried from year to year. For example, the overall make up of the industry contribution
may include 'in kind' contributions (existing capital) by proponents or third parties, charitable

ERNST & YOUNG TRANSACTION ADVISORY SERVICES LIMITED 10
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donations, contributions from the State and cash contributions from third parties. Further analysis
reveals that over the same period, but particularly after 1999, the actual cash contribution made by
industry to the program has steadily declined. The trendline included in Figure 1 below illustrates
thissituation.

Figure 1. Actual contribution by industry to the Skills Centre Program 1997 — 2002
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Theleve of direct community involvement in the provision of training under the sub-component has
also been variable, with some centres active in their engagement with communities while others have
paid amost exclusive attention to their direct industry clients.

Theinformation from skill centre business plans and data on student contact hours and numbers,
where collected by States/Territories, shows additional places have been created, although thereisno
reliable aggregate information, particularly in relation to Apprenticeship/Traineeship numbers.

Objectives of the Skill Centre Program:
alignment with national priorities

The current objectives of the Program sub-components are broadly aligned with a number of the
strategies described in the draft National Strategy for VET 2004-2010, including those related to:

n  increasing participation and achievement
n  taking positive steps to achieve equality of participation and achievement
n  developing a sustainable mix of funding

n  strengthening industry’ srolein developing products and services to meet their anticipated
skill requirements

n  making learning pathways seamless.

It is proposed to take the opportunity to more directly align the objectives of the respective sub-
components (other than the VIIP program which is cross-referenced to the most current thinking
around Indigenous VET policy in Partnersin a Learning Culture) with the relevant outcome
statementsin the draft National Strategy.
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At the broadest levdl, this alignment will involve a shift for an industry based skill centre sub-
component (if agreed) from its predominant emphasis on diversification of thetraining market to a
more contemporary focus on partnerships between industry, providers, local government and non-
government agencies to increase productivity and innovation and to meet local economic

devel opment needs.

For the skill centres for school students sub-component, the shift in emphasiswill involve
positioning its current concentration on devel oping workplace skills for senior secondary students
within a broader context of partnerships with industry and communities and between VET and
schools which join up education and training pathways.

The revised objectives for the sub-components will be reflected in the proposed new Infrastructure
Guiddines.

The level and guantification of future demand for
the Skill Centre Program

The information from States/Territoriesin relation to future demand for funding under the sub-
components of the Program is variable in its precision. Some jurisdictions are able to calculate
demand for some sub-components with confidence based upon a quantified ‘ pipeline of proposals
(albeit with some admitted variability in the application of a‘critical eye' to the quality of pipeline
proposals); other projections were more impressionistic in nature.

VIIP program

Demand is reported by States/ Territories to be strong and likely to continue for the foreseeable
future, albelt at levelsthat are difficult to quantify. The State/Territory assessment of demand is
confirmed by AITAC.

Skill centres for school students

Demand is reported to be growing strongly. Most States/Territories advise that they could
comfortably expend doubletheir current allocations on quality skill centre initiatives that meet the
Guidelines.

It should be noted that the schools sub-component of the Program has historically carried funding
forward from one year to the next, asillustrated in Table 3 below. However, reinforcing
State/Territory advice about future prospects for expenditure, 2003 is projected to be thefirst year
that national demand will exceed available funding.

Table 3: Skills Centre Program for schools funding approvals and uncommitted funds 2000- 2002

Year 2000 2001 2002
Approved amount 1,671,947 4,200,332 8,710,147
Uncommitted funds* 5,718,144 8,604,672 7,508,964

*includes annual allocation and carry forward from previous years

Aswith the industry program, the scope of industry areas covered through training provided by
school based skills centresis both broad and uneven, asillustrated in Table 4. The concentration of
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provision in areas such as information technology, business services and tourism and hospitality also
suggests that resources may have been duplicated in some areas.

Table 4 Coverage of Skills Centres for Schools

State/Territory

Community Services
Building and Construction
Process Manufacturing
Sports & Recreation
Tourism & Hospitality
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Forestry

IT&T

Local Government
Property Services
Public Safety
Public Service

New South Wales 3
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Victoria 4 2 8 9 2 2 4 2 2 110 7 0 3 0 0 6 0 0 7 6 9 0 0 0 00 0 0O
Queensland 12 2 4 2 3 101 4 0 5 01 00 2 00 3 1 9 00 0 0 O0 O0 00O
South Australia 1 0 2 5 01 3 0 0 4 2 2 03 0O0 2 00 6 0 41000 0 0 00

Western Australia o o 020111011311 0O0O0O0O1 0 0 2 0 2 000 0 0 01 1
Tasmania 2 7 2 6 8 0 30 47 0 2 0O0O015 10 101 7 1 000 0 0 01

Northern Territory o 0126 01 100 411 0O0O0O0OO0O0OO0O30 21000 0 0 0o

-
o
-
~
-
o
-
o
o

Aust. Capita Territory 10 1.0 0 00 21 0 2 1 3 0 O0O0O0O0 O0 2

Total 12 11 19 51 13 12 152 8 575 230 8 0 1 242 O 3% 9 43 0 0 0 0 0 4 2

Data provided by ANTA illustrates that the level of repeat business for schools is commensurate
with that experienced under the industry based skill centre sub-component. Thisfinding is reflected
in Table 5, which follows.

Table 5: Additional proposals for Skills Centres by program component

Component Returns x 2 Returnsx 3 Returnsx 4
Industry 11 5 1
Schools 6 1 1
VIIP

Industry based skill centres

Thereisagenera consensus that demand for this sub-component has ‘ softened’ in recent years,
particularly in metropolitan locations. Specific comments from some States/Territories indicate that
the sub-component in its current form has ‘outlived demand’ and that thereis a strong sense of
‘declining interest’ from industry.

Balanced against this view isthe sense from all States/Territoriesthat demand is more likely to
remain strong, activeand ‘rea’ in regional Australia.

One possibleindicator of softening demand isthe apparent declining interest from industry partners
as represented by thefall in the level of real industry contributions. In particular, States/ Territories
report fluctuating access by proponentsto debt financing as part of thistrend. Debt financing peaked
in 2001 when 25% of total industry contributions were derived from this source. The proportion fell
to 11% in 2002, before trending upward again in 2003 to 20%.
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A further possibleindicator isthe number of organisations accessing the sub-component on multiple
occasions (see Table 5 above). When combined with the fact that demand has reached a plateau, it
suggeststhat the industry sub-component of the Program is unlikely to be materially broadening
training provision.

Governance arrangements for the Skill Centre
Program

The roles of and relationships between ANTA and the States/Territoriesin relation to the Program
need to be examined, partly because four years has passed since the last review of the Program and
partly because the issue was the subject of recent critical scrutiny by the Cole Royal Commission
into the Building and Construction Industry.

As part of the broader Infrastructure Program, funds under the Skills Centre Program can only be
paid by ANTA to a State or Territory. There was no serious push in the consultations for ANTA to
fund grant recipients directly, an outcome which would require the Program to be removed from the
Infrastructure Program and funded instead under the National Programs provision of the ANTA Act.

The three sub-components are, therefore, the unavoi dable subject of some form of joint
administration. At present, the co-administration involves States/Territories assuming responsibility
for the local assessment of VET needs and priorities and the capabilities of applicants and for the
administration of the sub-components and for monitoring outcomes. ANTA, on the other hand, is
responsible for the approval of individual grantsin the light of program guidelines.

Thegovernance of the Program is also affected by the differencesin the arrangements for the
allocation of funds, with funding of the industry based skill centres and the VIIP program provided
on the basis of a national competitive evaluation of submissions (albeit with different processes
related to the two sub-components), while a fixed allocation of fundsis reserved for each State and
Territory for expenditure on skill centres for school students.

The current arrangements for joint administration drew mixed comments. Some stakehol ders and
clients complained about the inefficiencies in an arrangement whereby two distinct ‘ authorising’
bodies at the national and State/Territory level are actively involved in the approvals process for
individual projects. These inefficiencies were reported to be manifest in drawn out and highly
Iterative approval processes, conflicting advice and delays in therelease of funds.

To other clients, the distinction between the two levels was effectively invisible (particularly for the
skill centre for school student clients); while some States/Territories saw the ‘ dual approvals process
as a positive, commenting upon the demonstrable ‘ value-add’ from ANTA in maximising the
potential of individual projects.

In relation to the approach to the allocation of funds, there was no argument for the VIIP program to
move from being a national competitive process. There was, however, aview from some States that
the arrangements for the other two sub-components should be aligned and that this alignment should
take theform of a uniform population-share based distribution of funds.

It is aso worth noting that for training which attracts government funding, the relevant datais
reported through AVETMISS. Accordingly, thereis duplication of effort for skills centres and States
and Territories to separately identify training activity as it relates to the Program. However, at
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present, an identifier does not exist to enable the disaggregation of datarelated to training delivered
through infrastructure provided by the Program.

Governance is also about accountability. The accountabilitiesin relation to the Program are multi-
facetted and complex. ANTA is accountable to the Australian Government asthe Authority
administers Skill Centre Program funding on behalf of the Department of Education, Science and
Training. States/Territories are accountable to ANTA for the proper management and administration
of the fundsin accordance with the Guidelines, while individual project proponents are accountable
to the States/Territories in terms of the funding agreement between the parties.

Issues in relation to the roles and responsibilities of ANTA and States/Territories were at the heart of
the Cole Royal Commission’s consideration of the Skill Centre Program.

The Commission investigated two skill centres supported by the Western Australian Department of
Training and funded by ANTA through the industry based skill centre sub-component in 1998 — the
College of Electrical Training and the Construction Skills Training Centre,

The Commission addressed two issues of important detail in relation to the program: first, the
definition of industry contribution; and secondly, the need for clarity in the identification of the
project proponent.

The Commission concluded that the term industry contribution needed to be clearly defined as
something that industry ‘gives up’, ‘hands over’ or ‘partswith’. It is not sufficient that industry
‘makes available' that something while still retaining ownership. The Commission also made it clear
that it isimportant to understand exactly who is being dealt with as the proponent and to
acknowledge the existence of joint proponents where appropriate.

Both issues will be dealt with in the development of revised guidelines for the Program.

The Commission also considered the broader issue of the nature and clarity of therolesand
responsibilities of ANTA and the States/Territories under the program and concluded that the
processes to support the proper exercise of those roles/responsibilities were deficient. The revised
guidelines will take as their starting point the need for clarity in roles/responsibilities and, therefore,
accountabilities under the Program.

Future strategic directions for the Skill Centre
Program

This section of the paper proposes an approach to the future strategic direction of the Program based
upon the efficiency and effectiveness of the Program to date and its ongoing appropriateness.

The range of options presented partly reflects the variety of views from stakeholders on the future
direction of theindividual sub-components. Accordingly, the overwhel ming consensus about the
VIIP program isreflected in asingle firm proposition about its future; while the variety of views
about the industry based skill centres isreflected in awide-ranging set of options about its possible
future direction. The approach to the skill centres for school students sub-component falls
somewhere in-between, with some specific areas for change suggested within a common view about
itsoverall direction.

At the broadest level, the Skill Centre Program has been a long-standing and successful initiativein
the VET system. The Program has stimulated the devel opment of many excellent centres over the
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years and is widely supported by clients and stakeholders. The Program has also successfully
fostered both greater diversification and competition within the training market and the
establishment of a number of cooperative relationships between industry/school s/Indigenous
communities and public and privatetraining providers. Moreover, the concept has proved to be a
flexible one which is amenable to change, both subtle and substantial, in itsdirection and in the level
of funds required to support its operation.

Thethreshold conclusion of thereview isthat continuation of the Program in some substantial form
Isimportant to the ongoing development of the VET system and is a genuingly worthwhile on-going
Investment for that purpose.

VIIP program

It is proposed that the broad directions of this sub-component of the Program should be maintai ned
and that the current annual quantum ($4 million per annum) should continue in the immediate term.
It isimportant to note that the issue about the sub-component’ s futureis less about the fact of future
need (which is acknowledged to be substantial) and more about the responsible and, in particular,
timely expenditure of those funds.

It isalso proposed that the essential form of the current national submission-based method for the
allocation of funds be retained. The current quantum should be periodically reviewed, having
particular regard to emerging patterns of actual expenditure.

The new Infrastructure Guideines will incorporate a range of modifications to the detailed operation
of the VIIP program, including the need:

n tosystematically generate truly innovative approaches at the ‘front-end’ of the process
n  for adedicated administration/management component to be built into the program

n  for thedirect involvement of State/Territory Indigenous advisory groupsin screening
expressions of interest before consideration by the AITAC skills centre committee

n toensuregreater and more systematic integration across the sub-components.

Skills Centre for school students

It is proposed that the broad directions of this sub-component of the Program should continue, albeit
with a greater emphasis on pathways and partnerships.

Thereis clear evidence from the consultations of excellence and innovation in anumber of schools-
based skill centres and of a strong upward trajectory in demand. This evidence supports the
conclusion by States/Territories that funding for the sub-component could be increased from the
current level of $4 million per annum.

However, the absence of reliable national information about the nature of the outcomes from the
Investment to date and the extent and nature of the unmet demand suggests that any increasein
funding should not take place until 2005 at the earliest. Thistiming will enable States/Territoriesto
undertake athorough empirical evaluation of the outcomes of the infrastructure investment to date
and a rigorous assessment of the nature of forecast demand before any increase in funding is
considered.
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From the available data, the emerging patterns of expenditure under the sub-component suggest the
key risk to be managed relates to ensuring the funds are applied for the purpose of nationally
recognised VET and not as a supplement for general school operations.

Thereis aso astrong case for the proposition that the sub-component should be more directly
aligned to, and integrated with, the broader VET in Schools program (whereby $20millionis
available per annum for the development and delivery of programs which contribute to the expansion
of vocational education in schools) —in effect becoming the infrastructure investment arm of the
broader program.

Other issues which need to be addressed in moving the sub-component forward include:

n thehighly variable level of utilisation of skill centres within individual schools by students
from other schools, in contrast to the more widespread attendance of students from different
schools when the schools skill centre islocated on ‘ neutral ground’, including as part of an
industry based skill centre

n  theneed for powerful ongoing links with industry, which are more than arranging for
student participation in work placements.

These last two issues will be addressed in the revised Guidelines from both a planning and reporting
perspective.

It is proposed that the current population share approach to the distribution of funds be retained, with
the mechanics of distribution linked to the approach to funding States/ Territories under the VET in
Schools program.

The new Infrastructure Guidelines will detail the changes to the orientation of the sub-component to
further reinforce the importance of partnerships with other schools, industry and communities, and to
the administrative arrangements to support the operation of the component and to reinforce the need
for amore rigorous approach to accountability.

Industry based skill centres

A number of options present themselves in relation to the future direction of the industry based skill
centres sub-component.

Status quo

An argument for preserving the status quo is difficult to sustain given the national policy shift from a
one-dimensional emphasis on greater competition and user choice in thetraining market and given
the issues identified in relation to the future demand for the sub-component. The consultations also
suggest there would be limited support for this result.

Discontinuation

An argument for discarding the sub-component in its current, or indeed areconfigured form, could
be made on the basis that fundamentally the model has reached the end of itslife-cycle. The
argument is given some nourishment by the very factors around the problematic nature of demand
which suggest the status quo is not appropriate.

Table 6 illustrates the point in relation to demand. The Table shows that, up to 2000, in excess of
$32 million was allocated to the program, with an average sum of $6.5 million per annum. However,
since 2000 the quantum has plateaued, with the average annual leve of approved funding hovering
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at around $4.7 million. Thishasled to asignificant proportion of funding being carried forward from
one year to the next.

Table 6: Industry Skills Centres approved funding 1995 - June 2003
Year 1995 1996 1997 1998 1999 Total

Approved amount $ 3,274,500 6,874,649 5,447,502 6,633,751 10,753,650 32,984,052
2003

Year 2000 2001 2002 2003 pending Total
Approved amount $ 1,671,947 4,200,332 8,710,147 1,988,339 2,243,029 18,813,794
Uncommitted funds 5,718,144 8,604,672 7,508,964 5,011,661

Source: ANTA (June 2003)

Notwithstanding the softening of demand, discontinuation of the sub-component is unlikely to be
supported by the majority of those consulted. Thereis ageneral consensus, including from the
review, that a program with the core features of the industry based skill centre sub-component (using
‘one-off’ investmentsin infrastructure to act as the catalyst for the formation of partnerships and to
leverage industry and recurrent contributions to enhance and expand training delivery) should
continuein someform.

Blended/Unified program

This option recognises the need for the VIIP program to remain a discrete sub-component, but would
unify the pool of funds available for industry based skill centres and skill centres for school students.

The argument has both atheoretical rationale, in that the focus should be on improved VET
outcomes for school students and not about funding individual school facilities, and a practical
dimension, in that a number of organisations have been funded under both sub-componentsandin
some cases for the same facility.

The counterargument isthat dedicated sub-components are needed because of some core differences
In the respective program’ slogic, including the requirement for a matching industry contribution.
The proponents of the diversified program approach would also point to the need for a‘lighthouse
sub-component which gives credibility and substance to the experience of VET in schools and the
potential difficulty for schoolsin being competitive with industry in devel oping submissions based
around business plans. Finally, a blended approach would be significantly complicated if the skills
centres for school students sub-component is reconceptualised asthe infrastructure investment arm
of the VET in Schools program.

The ‘big ticket’ Industry Skills Centre program

There was support in the consultations for the sub-component to optimise its potential as aleveraged
capital resource and to focus on avery small number of skill centres (2/3) which have alocal,
national and international dimension involving partnerships with industry to drive innovation and to
deliver significant training and employment growth dividends.

Industry Skill Centres Partnerships program
Under this model, the industry based skills centre sub-component would be substantially ‘refreshed’.

The sub-component would still essentially involve funding the provision of industry standard
training facilities and equipment designed to assist in the delivery of nationally recognised training
and the creation of additional training places.
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However, consistent with the thrust of the draft National Strategy, the sub-component would not be
driven by the imperativeto diversify the national training market, but would rather involve
government acting as a catalyst for forming partnerships through connecting the provision of skill
centre funds with a partnership approach between industry and schools, community groups and
Registered Training Organisations.

The current Guidelines provide that ‘joint venture arrangements’ are ‘strongly encouraged’, although
the nature of those arrangementsis not elaborated upon and this encouragement is not repeated as a
factor in the criteria for assessment. Data suggests that a decreasing number of genuine partnerships
in skill centre proposals have been funded in recent years.

The new model would both mandate partnerships as the foundation of industry based skill centre
proposals and would provide a partnership framework to give substance to the concept.

Partnerships will need to involve morethan networking and cooperation, which suggests either mere
dialogue over issues or informal attempts to work together, between the parties. Partnerships under
the model will be required to be based on awillingness to work together, the pooling of resources,
articulation of ashared vision and purpose and relinguishment of some control. Specifically, such
partnerships will need to reflect aformally agreed joint effort between the parties, involving:

n  an agreement or memorandum of understanding between the partners

n  shared responsibility for planning, implementation, reporting and evaluation

n  afunding arrangement which allows for the respective partiesto ‘buy in’ to the initiative
n amanagement or steering committee for the initiative which involves al partners

n  accountabilities for the project which are derived from the partnering arrangements.
Proposals under the Partnerships program will be assessed against the following criteria:

n  meetsdefined community needs, including local economic development, and/or
complements existing community capacity building strategies

n  delivers measurable outcomes

n  demonstratesinnovation or novel approaches

n avoidsduplication of existing initiatives

n addsvalueto existing initiatives/providesleverage
n  strategic and organisationally efficient.

Other features of the model might include:

n variablelevelsfor the contribution to the project required from partners with the leve
primarily dependent upon the nature of the applicant e.g. if the sub-component was opened
up to ‘for profit’ entities applicantsin this category would clearly need to pay apremium in
terms of a high level of contribution from other sources

n aclear focus on regiona and remote areas where there are widdly dispersed populations and
small communities with limited VET infrastructure

n  clear and genuinefinancial contributionsfrom industry partners, in contrast to contributions
from State/Territory governments and individual proponents.
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Recognising that 2004 will in effect be a year where the new program is piloted, it is proposed that
funding for 2004 be set at a maximum of $5 million. Funding for subsequent years would be
dependent upon an assessment of the program’ s performance in the first year of operation.

In conclusion, the ‘big ticket’ option is attractive becauseit would represent atruly national
Investment which isrelatively straightforward to administer by ANTA. Theindustry partnerships
program is also compelling because it represents a practical way of giving life and substance to the
directions of the new National Strategy by stimulating the formation of a number of partnerships
directed to local, including regional, economic development while retaining the strengths of the
original program through leveraging industry investment in VET.

The future directions of the industry based skill centre sub-component could include both elements,
with notional funding for 2004 set at $5 million for the industry partnerships element and $2 million
for the ‘big ticket’ element. The precise split should be dependent upon the quality of proposals
recelved under the respective e ements.

Governance arrangements

VIIP program

As an initial point, thereis no basis for replacing the current governance architecture for the VIIP
program whereby funds are effectively allocated by the Australian Indigenous Training Advisory
Council through a national competitive submission based approach. Specific reformsto the detail of
the administration of the VIIP program will be set out in the new Infrastructure Guidelines.

Distribution of funds

The optionsin relation to the future governance of the two other sub-components are driven by the
three alternative models for the distribution of funds under the Program.

n  Continue with adual model, whereby the funding of the industry based skill centres sub-
component (whatever form that might be in the future) is on the basis of a national
competitive evaluation of submissions, and the funding of skill centres for school students
involves the alocation of afixed population based share to States/Territories.

n  Adopt amodel whereby funds for both sub-components are allocated on the basis of a
national competitive evaluation of submissions.

n  Adopt amodel whereby funds for both sub-components are allocated to States/Territoriesin
accordance with some accepted population share based formulae which makes allowance
for the small populations of the Territories and Tasmania.

In the consultations, there was little support for moving the funding of the skill centres for school
students away from a fixed population-based distribution. There was greater, but not overwhelming,
support for moving the industry based skill centres away from a national submission-based approach
and on to a common footing with the schools program. The mgjority of jurisdictions were
comfortable with the current bifurcated funding distribution approach.

The distribution of funds on the basis of a national competitive evaluation of submissions, with no
fixed allocation to States/Territories, is attractive from the standpoint that quality projects ranked in
order of national merit should be funded irrespective of their attachment to ajurisdiction. It isalso
the most effective manner of allocating funding if the two e ement approach is adopted for the
industry based centres. By definition, the ‘big ticket’ element must be assessed nationally, and there
IS an argument that it would beinefficient for the industry partners el ement to be funded on a
different basis.
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On the other hand, the comparative certainty associated with afixed share population based
distribution would enable States/Territories to plan more confidently on alonger-term basis. Thereis
also no evidence from the Skill Centre Program to date to suggest that State based project funding
under such amode! yields proposals of less national significance and quality than does a national
submission based approach.

Under either model, reforms to the governance arrangements are available which avoid the current
difficultiesin having two distinct and active levels of government separately involved in the detail of
the approvals process.

Governance under a fixed population based share distribution model

A population share approach to the distribution of funds (whether to both the industry based skill
centres and skill centres for school students or only to the latter) would enable a more substantial
changeto governanceto beintroduced whereby ANTA no longer approves individual skill centre
proposals, and their levels of funding but devolves this responsibility to States/Territories.

An outcomein these termsis consistent with the current philosophy which underpinsthe VET
Infrastructure Program generally whereby ANTA isresponsible for the strategic oversight of the
Program and for monitoring and charting its genera direction, while States/Territories are
responsible for making judgements about the contribution of individual projectsto the Program’s
strategic direction and selecting and funding projects accordingly.

As suggested by some States in the consultations, ANTA could under adevolved mode distribute
the funds as part of their quarterly payments to States/Territories, with that distribution possibly
based on atriennial finding agreement which will enable States and Territories to ‘bank’ (or draw
down) funds across one or two years (with the understanding that unexpended funds would be
reallocated to top up other areas of demand at the end of each triennium).

A devolved arrangement would require the introduction of particular features into the accountability
framework, including possibly:

n anannual skill centre planning statement from States/Territories (perhaps as part of their
Annual Infrastructure Statement) which sets out the details of planned activity for the year

n anannual report by States/Territories of the general strategic contribution of skill centre
funding to State/Territory and national strategic directions. This report could include
examples of best practice and themes derived form those examples.

ANTA'’srolein relation to governance and the accountability framework would be to review the
annual skill centre planning statement and report and clarify any issues arising with
States/Territories. ANTA would also take the lead role in the periodic evaluation of the Program,
including atriennial review of the spread of funding between the components, and in the national
dissemination of best practice modelsfor skill centres.

It isunderstood that an adjustment to the co-administration arrangements in the terms of the
devolved model set out above would have resource implications for States/Territories.

Finally, in removing the double-handling associated with the current approach (an aspect of which
involves ANTA approving the funding while the release of fundsis contingent on States/Territories
deve oping the funding agreement with the proponent), a devolved model where approval and
releaseis being managed by the one level of government would alleviate some of the current
logistical difficulties associated with the Commonwealth announcement of the funding.
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Governance under a national competitive allocation model

Reforms to governance under this model would necessarily be more modest. As with the VIIP
program, a single omnibus annual national selection round could be introduced and the selection
could be presided over by arepresentative committee comprising, in the case of the industry based
program, ANTA, the Commonwealth, States/Territories and industry. The committee would make
recommendations to the ANTA Board in relation to:

n  preferred proposals from all States/Territories for funding under the industry partnerships
program

n the‘bigticket’ items proposed for funding in the national interest.

Key features of management and administrative
orocesses under the Skill Centre Program

The terms of referencefor the review nominated the following processes associated with the
management and administration of the Skill Centre Program for examination:

n  advertising the Program and project selection

n  theproposal development process, handling of unsuccessful applications and the
agreements entered into between States/Territories and proponents

n theacquittal of projects

n  monitoring and reporting arrangements between proponents and States/Territories and
between States/Territories and ANTA

n  theapplication of protocolsfor the recognition of Commonwealth funded projects.

These processes were discussed with States/Territories during the consultation program. The text
that follows provides an overview of the key points of discussion covered during the consultations
and some options to address the issues raised.

Advertisement and project selection

The current Program Guidelines are silent on the issue of States/Territories advertising the existence
of the Program and the availability of grants as well ason an indicative timeframe for compl etion of
the selection process. The guidelines are also silent on the arrangements internal to each
State/Territory for the selection of projects.

The consultations revealed that States/ Territories adopt a variety of mechanisms for advertising the
Program — from promotion through industry and school networks to targeted or public
advertisements. AITAC thought greater efforts could be made to widely advertise the call for project
submissions to indigenous communities.

The project selection processes in States/Territories are generally thorough and equitable although
some concerns were expressed regarding the challenges faced by not for profit organisations seeking
to enter the training market and the capacity of new and emerging industries to demonstrate a track
record of successful training provision. AITAC aso madethe legitimate point that the local
State/Territory indigenous advisory groups set up in accordance with Partnersin a Learning Culture
should beinvolved in the determination of priorities at the State/Territory level.
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Having regard to the points raised by AITAC, thereis nothing to indicate that current approachesin
States/Territories for advertising the availability of grants under the Program and the mechanisms for
sel ecting projects are other than appropriate. Essentially, theway States/Territories identify potential
proponents and select preferred projectsis a matter for each jurisdiction and the Guidelines need do
no more than refer to this and to the general principlethat all organisations likely to be éligibleto
recelve grants should have a reasonabl e chance to become aware of them.

Proposal development process, unsuccessful applications and
State/Territory proponent agreements

The Guidelines provide generally that proposals must be devel oped in consultation between
State/Territory Training Authorities and applicants but are silent on the nature of the process to be
adopted within States/Territories for the development of proposals from concept to conclusion,
including how to handle unsuccessful applications.2

Similarly, the Guidelines assign responsibility to States/ Territories for arranging ‘for the necessary
formal agreements and management processes to be put in place which will withstand scrutiny and
protect public funds' but do not prescribe the specific content of the legal agreements between
States/Territories and proponents.

A general consensus is apparent across all States and Territories regarding the need for an annual
timeline to guide the development process. At the sametime, State Territories indicate that a
checklist containing tasks or actions and responsibilities (i.e. those which may be attributed to the
proponent, States/Territories or ANTA) would greatly assist in expediting the devel opment process.

The consultations revealed that States/Territories are invariably highly active and engaged in
assisting potential proponents develop their proposals They have a strong sense of common
ownership of the proposals submitted to ANTA for funding approval. Similarly, ANTA isactivein
seeking to add value to proposals, often providing feedback on informal drafts. A necessary by-
product of this processisa highly iterative exchange of correspondence which ultimately impacts on
each centre's 'bottom line'. Furthermore, the time delays often create a cost blow-out between the
approved level of funding and the actual cost of the competed project.

AITAC offered the reasonable view that the Guidelines are essentially a bureaucratic device
designed to describe and regulate the relationship between ANTA and States/Territories and that
they are not especially helpful in assisting proponents work up proposals. The AITAC view, which
the review accepts, goes on to conclude that it would be useful for the Guidelinesto be supplemented
by a‘proponent-friendly’ information pack to guide indigenous communities engagement with the
program.

The Guidelines for school projects should explicitly articulate ANTA's requirements for cluster
arrangements and shared use of resourcesin order to minimise duplication of facilities, particularly
in schools within close proximity of each other.

The consultations also revealed some concerns about the absence of aprocess in the guidelinesto
deal with unsuccessful applicants. States/Territories presently addressthe issuein avariety of ways,
the most common being to include the unsuccessful projectsin apool for possible subsequent years
funding. It was suggested that this was not a sufficient response and that an appeals mechanism
might be considered. On balance, the introduction of some form of appeals processis not supported

2 The VIIP program guidelines do, however, provide for funding of up to $5,000 to assist applicants develop
detailed project proposals
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because it will inevitably entrench further delaysin the approvals process and the concern it seeksto
address can be met through greater transparency in decision making and the inclusion within the
Guidelines of the following principlesto which State/Territory processes must conform:

n  theprovision of timely written feedback to unsuccessful applicants

n  offering advice and support to unsuccessful applicantsto enable them to improve the quality
of future proposals

n  actively encouraging unsuccessful applicants to reapply.

Acquittal of projects

The current Guidelines do not refer to the need to acquit ether the actual expenditure on projects or
the non-financial contributions. Proponents are, however, required to acquit the fundsto the
States/Territories in accordance with the conditions of their funding agreement.

ANTA allows proponents to incorporate the audit of the grant funds as part of their annual financial
statement so as to avoid duplication of effort and to reduce project costs. ANTA does not currently
recelve copies of audited statements, requiring instead that States/Territories confirm that the audit
report discloses an unqualified audit opinion.

The Guidelines should make explicit the requirementsin relation to the acquittal of projects and
specifically the need for proponents to acquit to States/Territories the expenditure of the grant on the
project and to the current practice whereby ANTA relies upon States/Territories to confirm the
unqualified audit.

In relation to the acquittal of non-financia aspects of projects, it is proposed that the audited
statements extend to cover other contributions such as donations to proponents of facilities,
eguipment or other assets (which under the Guidelines are required to be supported by independent
valuations of current market value) as well as the documentation of an asset register for all
equipment purchased through project funding.

Monitoring and reporting arrangements

Theindustry and schools Guidelines provide that ‘regular reports on training activities undertaken in
the Centre in accordance with AVETMISS standards will be required on an annual basis for a period
of five years. The format for these reports will be determined by each State/Territory Training
Authority. States/Territories will provide reportsto ANTA'.

The VIIP program Guidelines are dightly more fulsome, requiring the provision of half-yearly
activity reportsto ANTA which provide details of actual student numbers and contact hours, course
compl etion rates and non-accredited training activity. A statement of the ‘ benefits to individuals
and/or communities of the successful delivery of VET through the additional infrastructure’ isalso
required.

The consultations revealed that even in terms of the minimalist requirementsin the Guidelines there
Isareal issue with the reporting of training activity. In some cases, the information is simply not
generated by the proponent; or whereit is generated, the information is not collected by
States/Territories. Theinformation is rarely processed or interrogated by States/Territories and
irregularly forwarded to ANTA in aconsistent format. Even the most conscientious jurisdiction does
not have any audit arrangements in place to monitor the on-going training activity of skill centres.
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State/Territory monitoring/reporting, or the lack thereof, is symptomatic of a general attitude to the
Program which emphasises rigour at the front-end — getting the projects up and funded — with limited
attention to the projects from that point.

The current arrangements, partly reflecting the inadequate nature of the Guidelines in this respect,
are inappropriate and present as a substantial risk to the Program as a whole.

In particular, thereis no direct relationship between the ‘detailed’ Business Plan which isrequired to
accompany the proposal and the matters to be reported. For a start, the Business Plan isrequired to
cover thefirst three years of a Centre' s operations while the on-going reporting isrequired for afive
year period. The Business Plan must also includea‘full financial plan indicating estimated income
and expenditure for the same period’, while the reporting requirements make no reference to these
matters — despite their significance as an indicator of the recurrent health of Centres.

It is proposed that the Business Plan form the centrepiece of the proponent’s reporting obligations to
States/Territories and, in turn, form the basis of State/Territory monitoring and reporting to ANTA.
Under this approach, proponents would be required to report to States/Territories for five yearson a
six-monthly basisin relation to the following:

n  progress generally against the business goals and strategies
n  substantial variations on the estimated income and expenditure statements

n training activity, including the number of contact hours and students, the number of
completions and the type and level of nationally recognised and non-nationally recognised
training

n areconciled asset register of equipment purchased as a component of each project.

Additionally, for skill centresfor school students, proponents must report on the extent of access and
utilisation by other schools.

States/Territories would be required to actively monitor the performance of each project based upon
the six-monthly Business Plan proponent report and to provide a project-by-project summary report
to ANTA in accordance with an agreed template. After five years, it is expected States/Territories
would exercise a broader monitoring role while ever a Centre remains operational. It is understood
this heightened level of involvement will have resource implications for jurisdictions, a matter which
will need to be further considered by ANTA.

The Guidelines also need to include aformalised approach to managing and disposing of assets
should a skills centre or its management organisation become insolvent.
Application of Commonwealth Protocols

Under the Guidelines, ‘protocols agreed by Ministersin relation to the recognition of
Commonwealth funding will apply to all announcements and openings of such Centres'.

It is apparent from the consultations that all States/Territories are fully aware of, and committed to
ensuring compliance with, the Protocols.
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Recommendations

Recommendation 1

Note that the detail of the management and administrative processes of States/Territories and ANTA
in relation to the Skill Centre Program for VET Infrastructure (the Program), including revised
Program guidelines, will be developed as part of a set of new Infrastructure Guidelines for the VET
Infrastructure Program as awhole.

Recommendation 2

In relation to the issue of whether the outcomes to date of the sub-components of the Program have
achieved their objectives:

a) notethat itistoo early to assess whether the re-designed VIIP program has translated into better
outcomes

b) subject to ¢), note that the skill centres for school students and industry based skill centre sub-
components have been substantially successful

c) notetheabsence of reliable national data on aspects of the operations and outcomes of the sub-
components which means some caution needs to be exercised in drawing definitive conclusions
about their performance.

Recommendation 3
In relation to the alignment of the objectives of the Program with national priorities:

a) notethat the VIIP program iswholly aligned in policy termsto the national strategy Partnersin
a Learning Culture

b) agreeto ashift in the emphases of the school and industry sub-components to afocus on
pathways and partnerships respectively.

Recommendation 4
a) subject to b), note the conclusions about the future demand for the Program, and in particular:

- that demand for the VIIP program is strong and likely to continue for the foreseeabl e future
- that demand for the skill centre for school students sub-component is growing strongly

- that demand for the industry based skill centre sub-component has ‘ softened’ in recent
years.

b) notethe variability between States/Territories in the precision they apply to the quantification of
future demand.

Recommendation 5

Note the current governance arrangements for the Skill Centre Program and the conclusions of the
Cole Royal Commission into the Building and Construction Industry in relation to:

n thedefinition of industry contribution and the need for clarity in the identification of project
proponents

n  roles, responsibilities and accountabilities of ANTA and States/Territories.
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Recommendation 6

Agree with the threshold conclusion of the review that the continuation of the Program asawholein
some substantial form isimportant to the on-going development of the VET system and isa
worthwhile on-going investment for that purpose.

VIIP Program

Recommendation 7

Agreethat the broad directions of the V1P sub-component should be maintained, and that the
current annual quantum (of $4 million per annum) should remain in place for the immediate term
pending areview of emerging patterns of expenditure.

Skill Centres for School Students

Recommendation 8

Agreethat the broad directions of the skill centre for school students sub-component should be
continued, albeit with a stronger focus on partnerships with industry and communities and between
VET and schools which join up education and training pathways.

Recommendation 9

Agreeto continue funding of $4 million in 2004 and that States/ Territories undertake a thorough
empirical assessment of the outcomes of the sub-component and the nature of future demand before
any increasein funding is considered.

Recommendation 10
Agreeto the alignment of the sub-component with the VET in Schools Program and that the final

decisionin relation to future funding of the sub-component be considered in light of theimplications
of that future alignment.
Industry based skill centres

Recommendation 11

Agree to the replacement of the sub-component in its current form with a new industry program
which incorporates the following e ements:

n  anindustry partnerships element which mandates partnerships as the basis of skill centre
proposals

n  an element which supports asmall number of very large centres which have alocal, national
andinternational dimension designed to deliver nationally significant training and
employment growth dividends.

Recommendation 12

Agree to a partnership framework for the new industry partnerships element whereby partnerships
reflect aformally agreed joint effort between the parties, involving:

n  an agreement or memorandum of understanding between the partners
n  shared responsibility for planning, implementation, reporting and evaluation

n afunding arrangement which allows for the respective partiesto buy in to theinitiative
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n  amanagement committee for theinitiative on which all partners are represented
n accountabilities for the project which are derived from the partnering agreement.

Recommendation 13

Agreethat funding in 2004 be notionally set at $5 million for the new industry partnerships e ement
and $2 million for the large centres element, with funding for subsequent years dependent upon the
performance of the respective elementsin that year and evidence of on-going demand.

Governance arrangements

Recommendation 14

Agreethat the current governance arrangements for the VIIP program remain substantially in place
(although with a series of detailed amendments recommended by AITAC which will be reflected in
the new Infrastructure Guidelines).

Recommendation 15

Note the alternative models for the distribution of funds under the Program, being a national
competitive evaluation of submissions and the allocation of afixed population share to
States/Territories,

Recommendation 16

Notethat afixed population share distribution model would enable a substantial change to
governance whereby ANTA no longer approvesindividual skill centre proposals, and their levels of
funding, and devolves this responsibility to States/Territories.

Recommendation 17
Note that a devolved approach would require the introduction of particular featuresinto arevised
accountability framework which could include:

n anannual skill centre planning statement from States/Territories (perhaps as part of their
Annual Infrastructure Statement) which sets out the details of planned activity for the year

n anannual report by States/Territories of the general strategic contribution of skill centre
funding to State/ Territory and national strategic directions. This report could include
examples of best practice and themes derived form those examples.

Recommendation 18
Note that under the devolved model ANTA’srole inrelation to governance and the accountability
framework would involve:

n  reviewing the annual skill centre planning statement and report and clarifying any issues
arising with States/Territories

n taking thelead role in the periodic evaluation of the Program (which may incorporate a
survey to gather the views of the clients of the Program), including atriennial review of the
spread of funding between the components, and in the national dissemination of best
practice models for skill centres.
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Recommendation 19

Note that governance arrangements under a national competitive allocation model could include an
annual national selection round presided over by arepresentative committee comprising ANTA, the
Commonwealth, States/Territories and industry.

Key features of management and administrative processes under the Skill
Centre Program

Recommendation 20

Note the key features of, and recommendations in relation to, the following management and
administrative processes under the Program:

n  advertisement of program and project selection

n  proposal development process, handling of unsuccessful applications and agreements
entered into between States/Territories and proponents

n acquittal of projects

n  monitoring and reporting arrangements between proponents and States/Territories and
between States/Territories and ANTA

n  application of protocols for the recognition of Commonwealth funded projects.
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