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Executive Summary

Education and training is, increasingly, a key factor in the competitiveness of industry.  A skilled labour force which is flexible and adaptable can help firms contain costs, boost productivity and economic growth.  It can also be an attraction for foreign investment.  Significant reforms in the vocational education and training (VET) sector in Australia since 1996 have led to a major expansion in VET opportunities, a more competitive training market, and strengthened pathways from school to work.  
The structure of the economy is rapidly changing towards a more skills-intensive and knowledge-based economy.  As a result, a skilled workforce as a means by which firms can increase productivity and competitiveness is of growing importance.  Similarly, education and training is a means by which employees can obtain higher paid and more secure employment and the unemployed can obtain skills that allow them to share in the benefits of structural change.  The VET system needs to be able to accommodate and anticipate the rapidly changing needs of both firms and employees.

There is limited data on the levels of skills in Australian industry.  Attached to this submission is an outline of the available data and an examination some of the issues associated with measuring skill levels and changes in skill levels.
The reforms that have taken place in recent years will allow industry to have a far greater influence on the supply of training services than was previously the case.  Industry can influence the demand side of the training market through the amount it spends directly on training, its choice of training provider, through the signals it gives to prospective employees about which are the most appropriate courses to undertake and through the processes it establishes to facilitate more flexible delivery of courses and lifelong learning to its employees.  It can influence the supply side of the training market through its role in accreditation of courses, through the identification of impending skill shortages and through the support it provides for courses that meet these skill shortages.

Other points made in the submission are as follows.

· The concepts of lifelong learning and a learning or training culture are becoming increasingly important in the economy.  A flexible and responsive VET system helps firms become learning organisations that encourage employees not only to have skills for the job at hand but to have the capacity to continuously renew their skills.

· VET as an industry in its own right is growing.  This growth brings with it pressures on governments to continuously review their role in financing, regulating and providing VET services and on industry to use market mechanisms to signal their requirements to VET providers and prospective employees.

· The reforms have increased diversity in the means by which VET might be delivered, for example, through on-line delivery and greater specialisation of providers.  This greater diversity should generate benefits for all areas of the economy, including regional areas.  
· The growth of the knowledge-based economy is placing pressure on other parts of the education system, namely universities and schools, to become more integrated with the VET system and more responsive to the needs of industry.

Industry is generally very supportive of the recent reforms that have increased competition in the VET sector and led to a more responsive system.  However, some areas of industry have concerns about the VET system.  The major concern expressed by industry is that the system is still not flexible and responsive enough to cater for their needs, leading to a mismatch between the skills training available and employer requirements.  As the pace of change is increasing and the requirements by industry for more and different skills are growing, any failure by the system to be responsive to the needs of industry will impact directly on the performance of the firms and the economy.  Other concerns of industry are that the system is:

· Too complex to be understood, especially by small business;

· Still focussed too much on existing institutional structures;

· Focussed on traditional manufacturing requirements and therefore failing to recognise the changing nature of industry and the greater crossover between manufacturing and services;

· Too slow to adjust to new training requirements and needs, sometimes taking up to four years to introduce new courses and accreditation; and

· Not placing enough emphasis on lifelong learning and future skill requirements.

Education and training is becoming critical to the long-term competitiveness of industry, particularly as economic activity becomes more knowledge driven.  In the shift to a knowledge based economy, learning organisations, lifelong learning and the continual renewal and upgrading of skills will become increasingly important.  In this rapidly changing skills environment, it is essential that the education system be flexible and demand driven, and that the system is able to respond to the needs of industry and individuals.  Equally, it is important that industry provide the right signals to the market and to employees about both its present and future needs.

SUBMISSION TO THE SENATE INQUIRY INTO THE QUALITY OF VOCATIONAL EDUCATION AND TRAINING IN AUSTRALIA

1.     Introduction

The programs and policies of the Department of Industry, Science and Resources (ISR) focus on improving the economic and business environment and on making industry more competitive.  In the immediate future, ISR’s priorities include the development of a knowledge-based economy, a focus on encouraging innovation and research and development (R&D), fostering international competitiveness, and promoting regional investment.  This focus provides the context within which vocational education and training (VET) issues are considered in this submission.

To compete effectively in the global knowledge-based economy, Australian industry needs a continuous supply of flexible and appropriately skilled labour.  The level and quality of education and training provided to firms has a direct impact on productivity and the level of economic growth. 

The VET sector is an important part of the education and training system, delivering ready-skilled labour to many industries, providing a bridge for those not completing year 12 of secondary education, supporting lifelong learning, and providing an avenue to predict and help avoid skills shortages.  An effective VET system needs to deliver: opportunities for all to acquire skills throughout life; commitment by employers and individuals to invest in skill acquisition; high quality outcomes that are relevant to current and future labour market needs; and flexible and responsive training delivery by a wide range of providers. 

There is now a greater onus on industry than ever before to identify its skill needs and to use the training market to satisfy these needs.  Significant microeconomic reform has already been implemented in the VET sector to make it more efficient and more responsive to these industry needs.  Since 1996, these reforms have led to a major expansion in VET opportunities, a more competitive training market, and strengthened pathways from school to work.  Nevertheless, there is some evidence that employers still are not satisfied with VET outcomes, and that they believe the system is not flexible or responsive enough to meet rapidly growing and changing skill needs.  

This submission focuses on the broader issues affecting ISR and industry rather than on the specific terms of reference of the inquiry.  In so doing, the submission outlines education and training issues that have become, or are emerging as, important issues for industry development in Australia.  The submission also sets out some areas where industry has a role to play as well as concerns about the present VET system industry has expressed in the Action Agenda process.  The submission is set out as follows: Section 2 outlines the major issues of interest to ISR; Section 3 looks at the expenditure by industry on training and outlines some industry concerns with the present system; and Section 4 outlines some emerging issues for the VET system in a time of rapid change.  The attachment to the submission outlines available data on skill levels in Australian industry and examines issues associated with measuring skill intensity in industry.
2.
The Department’s interest in vocational education and training

2.1 Changing industrial structures and changing skill needs 

The structural composition of economies worldwide is changing, driven by reductions in trade barriers, the increasing globalisation of production, and rapid advances in information and communications technologies.  Much of this change has been towards what has been termed the knowledge-based economy (KBE).  There have been three key shifts.

· A shift in output and employment away from traditional manufacturing industries towards more knowledge or skills based manufacturing and services industries.

· Between 1985 and 1996 knowledge-based industries in Australia grew by an average of 4.3 per cent per year.  This compares with an average annual growth rate of 3.4 per cent for the business sector as a whole.

· A rapid increase in exports of knowledge-based manufactures.
· Between 1990 and 1996 the average annual rate of growth of exports from ‘high and medium-high technology’ manufacturing industries was 15.2 per cent.  This compares with an annual average growth rate of 9.3 per cent for total manufactures in the same period.

· A shift towards a more highly skilled workforce generally.

· Between 1987 and 1996 growth in high-skilled occupations was above the average growth in employment.
  Between 1993 and 1998, the proportion of 15-64 year olds who had obtained some form of post-secondary qualification rose from 39 per cent to 42 per cent.
  Greater detail on the level of educational attainment of the Australian workforce and other measures of skills is provided in the attachment to this submission.
A recent Productivity Commission report
 also highlighted the significance of post-secondary qualifications in increasing employment opportunities, noting that 

Various studies suggest that technological change and shifts in demand for goods and services are influencing the pattern of demand for particular skills … [and that] technological change appears to be expanding demand in favour of skilled labour.

This shift in the occupational and industry structure has meant that those with post-secondary education or training have tended to fare best in the labour market.  Workers with post-secondary school qualifications enjoy not only higher earnings but also shorter periods of unemployment and in most cases a wider selection of employment opportunities.
The importance of post-school qualifications to employment outcomes is shown in Table 1.  Despite strong growth in the supply of workers with educational qualifications over the past decade, the unemployment rate for persons holding qualifications remains relatively low, suggesting that the demand for such workers has also grown strongly.  The trend in Australia towards a knowledge-based economy means that, more than ever before, education and training has become a means by which employees can obtain higher paid and more secure employment.  Furthermore, education and training provides a way by which the unemployed and lower paid employees can obtain skills that are in demand so that they too can share in the benefits of structural change.
Table 1: Unemployment rate and qualifications (May 1998)
Qualification
Unemployment Rate (%)

Bachelor degree or higher
3.1

VET qualifications
6.6

No post-schools qualifications 
10.5

Overall unemployment rate
8.0

Source: ABS, Transition from Education to Work, Cat. No. 6227.0





These trends are mirrored in data for other OECD countries.  
· 
· 
· 
· 
The OECD has summed up the situation in the following way and pointed to the importance of education and training in both economic and social terms.

OECD societies are transforming in ways that make human attributes central to economic prosperity.  The competencies of a nation's workers are coming to be at least as important to its success as other advantages such as the availability of land and capital.  For growth and prosperity to be sustainable, social cohesion is required; here too the role of human capital is vital.
 



The increasing significance of knowledge and knowledge based systems as the drivers of growth in developed economies highlight the importance for both industry and government of having in place an education and training system which is responsive to market needs.  Because VET has a direct impact on the skills base of the Australian workforce, it is receiving more and more attention from those interested in industry policy outcomes.

2.2
Competitiveness and investment attraction

The changing industrial structure in Australia and the moves towards a knowledge-based economy means that the quality of labour is a significant factor in the competitiveness of most Australian industries, but particularly for service industries and knowledge based industries.  
The quality of the workforce is also a key factor influencing the location of investment.  Appropriately targeted vocational education and training (and education more broadly) can be an important factor in improving the competitiveness of Australia as a location for international investment.  The maintenance and development of an appropriately skilled workforce that meets the needs of a modern knowledge-based economy is of particular importance to Australia, as one of our competitive advantages as a nation is the high level of skill and education in our workforce.

Invest Australia, the Government’s investment facilitation and promotion agency, promotes Australia as having a highly skilled, stable and multicultural workforce.  The agency’s flagship publication
 notes a number of figures such as the fact that 21 per cent of the Australian population has post school qualifications, and that according to an international index of the quality of skilled labour Australia is rated the highest in the region, well ahead of Japan, Taiwan, South Korea, Hong Kong and Singapore.

The information technology and telecommunications industry (IT&T) has been identified by Invest Australia as a key sector for investment targeting.  It is a strategically important industry as it is a catalytic force in the development of many other industry sectors.  Australia has a competitive position in significant parts of the industry with high growth potential.

A number of strategic approaches are being pursued to attract investment to Australia in IT&T.  Some of these will be promotional by nature, while others will focus on the development of a suitable policy and investment environment, as has been the case with proposed changes to the business tax regime.

The skills shortage lists compiled by the Department of Employment, Workplace Relations and Small Business (DEWRSB) in late 1998, indicate that there are skill shortages in some workforce sectors.  These skill shortages have the potential to impede further investment if they are not addressed.  This is particularly the case in IT&T where there are shortages in particular subsectors.

Studies in Europe and North America have indicated that there are likely to be skill shortages in IT&T worldwide in the next few years, and this situation is similar in Australia, despite a rapid increase in the supply of skills from the national education and training system.

A recent skill survey conducted for the IT&T Task Force
 has indicated that 31 per cent of jobs will require some sort of VET qualification.  The VET system should be better placed to respond quickly to immediate skill needs in comparison with the university sector where higher degrees usually take three years or more to complete.  These factors make planning and operational effectiveness of the VET system particularly important to the dynamic IT&T industry.

Given the worldwide skill shortages in IT&T, Australia can develop a competitive advantage if it can develop a closer link between skill development and investor requirements and make use of streamlined temporary business entry arrangements (already in place) to access overseas workers with cutting edge IT&T skills.  As mentioned above, Invest Australia is targeting IT&T as an area where Australia can attract investment.

A number of strategic approaches are being pursued to attract investment to Australia in IT&T.  Some of these will be promotional by nature, while others will focus on the development of a suitable policy and investment environment, as has been the case with proposed changes to the business tax regime.

2.3
VET and lifelong learning 

There is growing recognition in international agencies such as UNESCO, the OECD and the EU, that a commitment to lifelong learning ‑ that is, continuous learning of new skills to cope with changing economic conditions ‑ will be a central challenge for education and training policies in the future.

The rapid rate of change in today’s economic climate means that industry requires workers with ever-changing skills, flexibility and a capacity for continuous learning.  This is particularly critical when the complementarity between skills and technology is considered. OECD research
 shows that the benefits of investment in technology are best realised when complementary investments are made in upgrading the skills and competencies of the workforce.  A labour market which embraces upskilling as a competitive tool is more likely to adapt to changes in the workplace brought about by the introduction of new technologies. 

The creation of a learning culture throughout the economy is therefore seen as essential to economic growth and full employment.  Firms need to become learning organisations which have the capacity to continually learn from their experiences and to translate that knowledge into improved performance and competitive advantage.  In turn, learning organisations are the building blocks of a learning culture.

The shift towards learning organisations has strong implications for the future structure and content of education and training strategies within firms and by providers of vocational education and training services.  To achieve a sustainable competitive advantage in the long term, industry will need to ensure that the workforce being generated by the VET system not only has the skills directly applicable to present demands but, in addition, has a learning capability, is responsive and flexible enough to continue to learn in the future.  As is outlined in Section 4, two issues emerging from the shift of firms to learning organisations are the need for industry to strengthen its partnership with the VET system and for closer linkages between the VET system and schools and universities.

There is some evidence to suggest that Australia has begun to move towards a training or learning culture.  National Centre for Vocational Education Research (NCVER) statistics show that nearly 1.5 million Australians enrolled in a publicly-funded VET program during 1997.  This means that 
12 per cent of the working age population is involved in some kind of recognised VET each year.  This proportion is high by international standards and has been growing steadily for many years in Australia.

However, employer commitment to a training culture varies significantly across sectors and firm sizes.  While approximately 60 per cent of Australia’s enterprises provide some level of structured or unstructured training for employees each year, the majority of this training can be attributed to large and medium sized enterprises.  This commitment to training is less evident in the small business sector where most enterprises and employees are found.
    

More broadly, the need to expand and strengthen Australia’s learning culture has emerged as a key policy issue within the education sector.  In response, the Australian National Training Authority (ANTA) has embarked on a major project to develop a national marketing strategy to change community attitudes towards training and lifelong learning.  Preliminary findings from ANTA’s market research suggest that despite the early evidence noted above, a learning culture may not be fully ingrained within the Australian community. 
2.4
The VET sector as an industry

The vocational education industry is large and growing.  In addition, private providers are taking a larger share of the market, competition between providers is increasing and consumers, in the form of both industry and students, are demanding that the sector become more responsive to their needs.  The increasing competition has occurred as a result of recent Government initiatives such as the User Choice policy which has opened up the market to private providers, national recognition of skills and qualifications of all new apprentices and trainees, and the New Apprentices Scheme which is aimed at expanding the number of commencing apprenticeships and traineeships and the range of industries available to apprentices.  One outcome of these changes is that the sector is becoming more like an industry than was previously the case.

A number of implications arise if the VET sector is treated as an industry:

· The traditional role of governments in funding, regulating and providing VET will require re-examination.  For example, the regulation framework that might have been appropriate when the VET sector was mostly provided and heavily funded by the public sector will require review to ensure that it is still appropriate and does not constitute a barrier to the entry of new firms.  Possible regulatory and other impediments to competitive neutrality between public and private providers in the provision of VET services will also require review.

· Industry as customers of the VET industry will need to be more aware of the need to use market mechanisms to signal their present and future requirements to training providers and to prospective employees.
· Firms in the industry will be looking at new ways to expand their markets, both in Australia and overseas.  Among other things, they will be seeking to ensure that they have access to foreign markets.

· Emphasis on market forces could have implications for the growth of VET in regional areas or in particular States as public and private providers disregard borders and move to markets throughout Australia.  The greater competition should allow firms and employees in some regional areas to have access to courses that were previously unavailable, thereby contributing to economic growth in the regions and allowing regions to share in the benefits of structural change.  
A report in 1998 by the House of Representatives Standing Committee on Employment, Education and Training and submissions to the Committee’s inquiry showed how some regional TAFEs have been very adept at responding to the diverse demands of local communities.
  In some cases this has meant that the TAFEs have delivered a wide range of courses in a large number of different ways, sometimes through linkages formed with universities or schools.  In other cases it has meant that regional TAFEs have been able to specialise in courses of particular relevance to the local region.  In such an environment, potential new entrants to regional training markets are likely to find the competition very strong.

The structure of the VET industry

Because VET has not traditionally been considered to be an industry, data of the type that is normally used to describe the structure and growth of an industry are not readily available for the VET sector.  It is possible, however, to piece together a picture of the industry from available sources.  

Employment

Employment in the VET sector is considerable.  In 1997 there were 69,200 persons involved in the provision of TAFE, 113,500 in training roles in professional or industry associations, 52,100 in training roles in equipment or product manufacturing and almost 1 million involved in training for employees of their current employer or business.
 

Major market players

Currently, the publicly-owned institutes of Technical and Further Education (TAFE) retains its traditional position as the main provider of VET.  Table 2 shows that 89 per cent of employers used external training providers in the 12 months ended February 1997, with TAFE being used by 43 per cent of these employers.  High proportions of employers in most industry sectors reported usage of external training providers, either TAFEs and/or private training providers.  


Table 2. Use of external providers for structured training, 12 months ended February 1997, by industry, per cent of employers

Industry
TAFE
University
Private training provider
Prof.

Assoc.
Industry.

Assoc.
Equipment manufacturer
Used external training providers

Mining
40
29
59
32
42
52
99

Manufacturing
80
11
21
14
22
13
91

Electricity, gas & water 
83
**
69
**
**
62
100

Construction
71
4
19
4
10
9
88

Wholesale trade
49
12
34
16
25
33
95

Retail trade
46
**
14
6
13
34
82

Accommodation, cafes & restaurants
61
8
29
10
15
15
85

Transport and storage
18
5
25
**
29
11
77

Communication services
35
**
46
**
**
**
69

Finance and insurance
31
13
60
55
30
37
100

Property and business services
20
21
31
48
15
21
86

Govt admin & defence
60
44
84
48
29
47
97

Education
37
38
53
47
23
15
95

Health and community services
17
20
54
42
26
20
93

Cultural and recreational services
42
**
39
19
37
24
87

Personal & other services
67
**
54
**
**
**
94

Total employers providing structured training
43
14
34
27
20
23
89

** High sampling error

Source: ABS, Employer Training Practices Australia, February 1997, Cat. No. 6356.0.

There were, however, distinct differences between industries, suggesting that the VET industry is responding to different demands coming from the various industries and that specialisation is occurring in many areas.  Thus, while 80 per cent of manufacturers made use of a TAFE for training purposes, only 17 per cent of employers in the health and community services industry used TAFE; employers in the health and community services industry preferred to use private training providers (54 per cent) and professional associations (42 per cent).

Growth of private providers

Table 3 shows that between 1994 and 1998 the number of people undertaking vocational programs increased from 1.1 million to 1.5 million.  The number of people undertaking these programs that were serviced by private providers grew at a considerably faster rate than the overall market.  Private providers are increasing their share of the total VET market, catering for 151,000 students in 1998, compared with only 30,000 in 1996.  


Table 3.  Vocational Programs by Provider Type
Year
TAFE & other government

(000s of clients)
Adult community education centres

(000s of clients)
Private providers

(000s of clients)
Total

(000s of clients)

1994
1043
88
N/A
1132

1995
1099
174
N/A
1273

1996
1118
207
30
1355

1997b
1141
225
93
1459

1998b
1151
234
151
1535

Source:
Selected VET Statistics, 1995; Australian VET Statistics 1996: In detail 1996, NCVER

b) Australian VET Statistics 1998: In detail 1998, NCVER.

Note:
NCVER data only include providers who are in receipt of some public funding. There are no reliable statistics collected on VET providers who do not receive any public funding.

This increase is reflected in the number of private providers.  The number of non-TAFE private providers has increased from 1200 in 1994, to 1940 in 1995 and 2500 in 1996.
  The National Centre for Vocational Education Research Ltd (NCVER) estimates there are now over 4,000 private and industry training providers who are registered training organisations.  VET is also now being provided in secondary schools and the higher education sector. 

3.
Industry’s major stake in the VET system

3.1 
Introduction

Industry has a major stake in the success of the VET system in providing employees with appropriate skills.  Industry is involved with the provision of VET both through its considerable direct expenditure on VET and through the part industry plays in shaping the way VET is delivered.  These links to the VET system include:

· Apprenticeships and traineeships;

· 
· Specifically tailored courses;

· Industry representation on Industry Training Advisory Bodies (ITABs);

· Industry representation on the boards of TAFEs when the courses to be offered are considered;

· Accreditation of courses; and

· Private providers, which have become more and more active, not only providing individualised training services and consultancy, but also participating in policy development through ITABs.

The reforms that have taken place in recent years will allow industry to have a far greater influence of the supply of training services than was previously the case.  Industry can influence the demand side of the training market through the amount it spends directly on training, its choice of training provider, through the signals it gives to prospective employees about which are the most appropriate courses to undertake and through the processes it establishes to facilitate more flexible delivery of courses and lifelong learning.  It can influence the supply side of the training market through its role in accreditation of courses, through the identification of impending skill shortages and through support for courses that meet these skill shortages.

3.2
Industry expenditure on VET
While governments spend about $3.3 billion annually on VET, it has been estimated that industry spends of the order of $2.5 billion, excluding the wages and salary costs of the time employees spend undertaking training.
  Data on expenditure by individual industries on training on a consistent basis is available only for 1993 and 1996.  These data are shown in Table 4, which indicates that industry expenditure per employee for the total of all industries actually fell in the period by about 3 per cent.  For manufacturing as a whole, the fall was over 5 per cent but within manufacturing there were extremely high variations.  Similarly, within the services sector there were enormous variations, ranging from an increase of nearly 26 per cent in electricity, gas and water to a fall of nearly 30 per cent in the communication services industry.  More detail of training expenditure by industry is shown in the attachment to this submission.
The decline in expenditure on industry training presumably reflects assessments by employers of the benefits they receive from the training.  In view of the growing importance of knowledge and skill-based industries in Australia and in other OECD countries, the decline is of considerable concern.  It suggests that much of Australian industry is not yet convinced of the implications for training of the trends towards the knowledge-based economy and the potential benefits to individual firms arising from investment in training.  
Table 4.  Industry Expenditure on Training per Employee, 1993 and 1996


1993
1996
Growth


$
$
%

Mining
687
896
30.5

Manufacturing


 

   Food, beverages & tobacco
176
171
-2.4

   TCF & leather
144
84
-41.4

   Wood and paper products
152
174
14.2

   Printing, publishing & recorded media
234
105
-54.9

   Petroleum, coal, chemicals & assoc. products
273
263
-3.3

   Non-metallic mineral products
175
253
44.7

   Metal products
258
244
-5.6

   Machinery & equipment
214
260
21.2

   Other manufacturing
94
53
-44.2

      Total manufacturing
206
194
-5.5

Electricity, gas and water 
383
481
25.6

Construction
135
100
-25.5

Wholesale trade
205
173
-15.5

Retail trade
74
88
18.7

Accommodation, cafes & restaurants
64
55
-14.6

Transport & storage
222
251
13.1

Communication services
452
318
-29.6

Finance and Insurance
250
282
13.0

Property & business services
226
191
-15.2

Government administration & defence
238
264
11.2

Education
180
222
23.1

Health & community services
150
130
-13.6

Cultural & recreational services
125
103
-17.6

Personal & other services
295
299
1.3

All industries
191
185
-3.0

Source: ABS Cat No 6353.0 Employer Training Expenditure July-Sep 96

3.3
Issues for VET raised in the Action Agenda process

Some indications of the attitude of industry towards the VET system is obtained from employers satisfaction surveys undertaken by the National Centre for Vocational Education and Research (NCVER).  The latest survey, undertaken in 1997, found that employers were generally happy with the system.  The most satisfied industries were electricity gas and water, communication services, government administration and education while the least satisfied were the accommodation, cafes and restaurants, mining, wholesale trade and cultural and recreational services industries.
  Other recent studies, such as a study of industry training needs conducted for the Australian Industry Group
 and a study of the User Choice program in Queensland by Smith
 have reached similar broad conclusions about the system and about industry support for the direction of reform.  
The study for the Australian Industry Group found that firms were very supportive of the opening up of training provision to competition between public and private providers through competitive tendering and User Choice funding.  These changes were considered to have led to an increase the flexibility and responsiveness of the public providers to industry needs and to have widened the scope for all providers to become more competitive.  Nevertheless, private providers are more highly thought of, especially in terms of flexibility in the tailoring of courses to the needs of clients and in the location and the times at which courses were available.

While there was general support for the direction of reform, these studies also reported some areas of concern.  Among the concerns were the complexity of the present arrangements, especially for small business, and the lack of responsiveness of training providers to the changing needs of industry.  The findings of these studies are reflected in concerns raised by industry in the Action Agenda process.
In the Investing for Growth policy statement, the Government established a number of industry specific Action Agendas.  The purpose of these Action Agendas is to identify impediments to growth and to develop strategies for both industry and Government to remove them, to examine and capitalise on opportunities, and to generate the momentum for industry to act for itself.  Education and training has emerged as a common issue across many of the current Action Agendas, with industry representatives claiming that the educational outcomes achieved through the current system do not fit well with the future cultural, intellectual and skills challenges facing Australia.  
Some industry representatives argue that the vocational training system is unresponsive to its needs, leading to a mismatch between the skills training available and employer requirements and that the lack of suitable skills is an impediment to the future development of a number of industry sectors.  In addition, the quality of the educators and their lack of up to date knowledge is often questioned.  However, much of the criticism from Action Agenda areas focuses on the lack of flexibility within the training institutions and their controlling bodies such as ANTA.  Industry representatives argue that there is too much focus on existing skill structures, with an overemphasis on traditional manufacturing requirements, and that this fails to recognise the changing nature of industry and the greater crossover between manufacturing and services.  A further concern is that the current VET system does not place enough emphasis on lifelong learning, and future skill requirements.

These industry representatives argue that the vocational training system is slow to adjust to new training requirements and needs, taking sometimes up to four years to introduce new courses and accreditation.  This lack of timeliness in responding to new needs, at a time when technological change and industry development is occurring at a rapid rate, can mean that the course is out of date before it starts producing accredited trainees.  Failure of the education and training system to respond quickly to industry needs can therefore impact strongly on the competitiveness of industry.

Building and Construction Action Agenda

One example of industry concerns in relation to the VET system has been identified through the Building and Construction Action Agenda.  During the consultative phase of the Action Agenda, education and training was identified as important for the future development of the industry.  The Building and Construction industry currently has a framework similar to the vocational framework for other industries.  However, while extensive restructuring of the training system has occurred, it is still seen as being unresponsive to employer needs and to reflect, instead, industrial relations concerns.  According to the industry, the current apprenticeship system is outmoded and is seen as being anti-competitive because it restricts entry to trades.  It argues that the lack of flexibility and responsiveness to market pressures in the current training system, as well as a failure to cater to future needs, has contributed to persistent skills shortages in the industry.

The role of the industrial relations regime as a barrier to much needed change in the way training is performed in parts of the construction industry was also identified in a major survey recently undertaken for the Australian Industry Group.
  The role of cyclical factors and geographical variations in construction activity in contributing to skill shortages is highlighted in a study by NCVER.

Textiles, Clothing, Footwear and Leather Action Agenda

A similar lack of coordination and cohesion between industry needs and the training available has been identified through the Action Agenda for the Textiles, Clothing, Footwear and Leather industries.  This sector identified lack of management competencies in the uptake of research and development and technology as key issues.  A key requirement to address the training needs of the sector is considered to be better coordination between industry, Government, education providers, unions and research groups. 

Furnishing Industry Action Agenda

A number of issues also have emerged in the Furnishing Industry Action Agenda.  Three consultancy reports into different aspects of the industry have recorded a measure of employers’ discontent with current training arrangements. 

· Consultants Invetech Operations argued
 that stronger links are needed between employers and the education system to accommodate the fact that expensive, state of the art equipment is not normally available in training institutions. 

· Preston Business Management Consulting found
 that the supply and availability of qualified labour has posed serious problems for many firms in the industry.  Skill shortages are mainly for upholsterers, sewing machinists, retail sales staff and notably, in management.  However, it must be noted that the furnishing industry’s image as a low wage paying industry with limited career prospects, has contributed to this problem. 

· The AEGIS Group found
 that the sector has low stocks of people holding formally certified specialist skills and that greater investment is needed in training people or preparing them to work in an evolving specialist industry. Currently, the lagged state of the curriculum of most apprenticeships and the poor financial resources of both TAFE and the furnishing industry, have made it difficult for employees to receive training in operating modern machinery, and for managers to receive training in the more innovative analytical aspects. 

Other sectors covered by Action Agendas, including automotive, agri-food and tourism, have reported similar concerns and have highlighted the importance of an efficient and responsive vocational education and training system.  For example, in the context of the National Action Plan for Tourism, the development of a skilled workforce capable of sustaining high levels of service delivery was found to be critical to the future of the tourism industry.  To help ensure this outcome, a number of priority training areas were identified by industry for future focus, including cookery, customer service, tour guides and food safety.'
Discussions with individual firms outside the Action Agenda process also have revealed concern over the quality of teaching and out of date instruction in some localities.  Some employers are solving the problem in the short term by using the internet, and by-passing local TAFEs.  However, it has been claimed that in regional areas such as in Tasmania, this may result in a further disjunction between local VET suppliers and demand in the long term. 
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Emerging issues for industry and the VET sector
4.1
Firms as learning organisations

As firms respond to the growth of the knowledge-based economy by shifting towards learning organisations there will be implications for the future structure and content of education and training strategies.  To ensure a sustainable competitive advantage in the long term, industry will need to ensure that the workforce being generated by the VET system has a learning capability, is responsive and flexible and is able to undertake lifelong learning as economic conditions change and new skills are required.  The data on industry expenditure on training shown in Section 3 suggests that many areas of Australian industry have a considerable way to go before they could be considered to be learning organisations able to respond to the challenges of the knowledge-based economy.
Issues which are emerging for VET in the context of a learning culture include:

· Capacity to forecast and respond to changing demand

The knowledge economy is demanding new and rapidly changing skills.  The VET system needs to be responsive to these changes both in terms of the courses it runs and the way these courses are delivered.  To do this, the VET sector needs to improve its systems for monitoring change and responding to emerging needs.  For example, a more flexible approach to the type of training being delivered will become increasingly important.  This could include, for example, the provision of on-the-job training at the workplace to solve specific issues.
Industry, too, will need to improve its ability to forecast future skill requirements so that it can signal to the training market and to prospective students the need to adjust appropriately to expected changes.
· Ability to strengthen its partnership with industry

Industry is the most accurate predictor of change and emerging skills requirements, and stimulates the development of those skills within the workforce.  The existing partnership between industry and the VET system will assume growing importance as industrial activity becomes more knowledge based and the teaching of appropriate skills becomes more important to industry competitiveness and economic growth.  Industry and the VET system will need to work in close collaboration to improve the agility of the training system and its capacity to deliver ‘just in time’ training programs tailored to meet particular demands within specific industries and firms. 

· Promotion of a culture of ‘learning to learn’

Intangibles such as human capital and skills are becoming increasingly important in a knowledge economy.  The capacity of the workforce to embrace lifelong learning, that is, the acquisition and application of knowledge, skills, values and understanding on a continuing basis, will determine the long term competitive position of industry.  The VET system will play an increasingly vital role in generating a workforce which possesses a learning capability (fundamental ‘learning to learn’ skills) and is flexible and responsive to the changing demands of the knowledge economy.
The role of industry will be to value a workforce which has this learning capability and to accommodate the changes needed in the work environment to allow employees to continue to learn and to train to keep up with changing economic conditions.
· Delivery of education and training on-line

Technological developments are changing the way education and training is delivered. Today it is possible to undertake courses, including MBAs, completely on-line. Access to learning need not be limited because of lack of proximity to the learning institution, or inflexible timetables.  These developments provide Australia’s VET system with the opportunity to provide faster, flexible and more cost effective training to a much wider audience.  While this particular issue falls more directly within the policy interests of other departments and agencies, ISR is supportive of initiatives aimed at progressing acceptance of on-line delivery of vocational education and training.  ANTA’s NET*Working ’99 conference held earlier this year covered a range of issues associated with on-line delivery.

4.2
Relationship between VET and other education institutions

The pressure from the move towards a knowledge-based economy and the increasing emphasis on lifelong learning are breaking down the traditional distinctions between the VET system and other parts of the education and training system.  There are a number of issues that arise from this blurring of the boundaries.

VET and universities

While traditionally VET has tended to be technically/vocationally oriented, in contrast to the academic/general education received from universities, VET now also provides a parallel tertiary (and part-tertiary) system, with a significant overlap in diploma to degree level courses.  TAFEs and universities have now moved closer in their roles.  TAFEs previously focussed mainly on apprentice-style training while the focus of universities was not as vocational as today.  The VET sector now provides alternatives as well as complements for many students, although there remain valuable differences between the two sectors.

The West Review of Higher Education Financing and Policy advocated a seamless tertiary system which would allow students to move between higher education and TAFE, but still retain the importance of the different roles of the two providers.  Recent studies have shown that the number of degree holders (or those with ‘university experience’) proceeding to VET is higher than the reverse situation.  In 1996, some 17 per cent (42,786) of TAFE students were university graduates
 while only 7 per cent (14,320) of students beginning a Bachelor degree held a TAFE qualification.
 

Other trends show that while the demand for double degrees from universities has increased there is also ‘an increasing interest…in double TAFE-University awards’.
  Considering this, and the fact there are considerable similarities between the first years of study in both VET and Universities, there may be scope for further collaboration.  Such a move may enable the exploitation of economies of scale and promote better sharing of resources.  Universities and TAFE are continuing to work collaboratively on course articulation, credit transfer and alternative admission arrangements.

Different administrative arrangements between VET and universities can also cause problems.  The West report argued that ‘artificial administrative boundaries may distort students’ choices between VET and higher education and also affect the way institutions in both sectors respond to student and employer needs’.
  Students are increasingly ignoring the artificial boundaries between the two sectors as they choose ‘packages’ of training that combine university and VET study. A framework which removes existing barriers and facilitates pathways and combined study options would lead to better utilisation of the strengths of both sectors.

As a bridge between school and work or university

In response to structural change in the economy, the role of secondary schools has broadened to include VET as students, parents, teachers and employers all demand schooling that better prepares students for work, whilst still providing a sound general education.  School students now have the option of beginning a VET qualification as part of their final years of schooling.  Many secondary schools now offer a range of VET modules which are selected from accredited VET courses.  Effectively this means the modules can count towards both the senior secondary certificate of education and a VET qualification.  In some cases an entire VET course can be done as part of the senior secondary certificate of education.

Some schools now also offer the opportunity to begin apprenticeships or traineeships on a part-time basis while still at school.  This particular type of VET in schools program allows year 11 and 12 students to incorporate work experience and off-the-job training with their school studies.  In 1994, the Australian Student Traineeship Foundation (ASTF) was established by the Commonwealth Government to support the development of senior school vocational education programs incorporating workplace learning. 

VET also acts to fill the gap between secondary and university education.  TAFE offers senior secondary certificate of education courses for people who have not completed year 12 and wish to do so. In addition, an increasing percentage of those commencing Bachelor degrees are admitted on the basis of TAFE qualifications.  As noted above, recent studies have shown that the number of students moving from university to VET is considerably higher than VET students moving to university. 
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