Australian Report – EI VET Roundtable

The election of the Rudd government

The election of the Rudd government at the end of 2007 was a significant moment in Australia’s political life. The implications for the public TAFE system in Australia have been profound, but complex. 
For more than ten years, the Howard government pursued a neo-liberal agenda, and the impact on the public sector was devastating. In the lead up to the election, there was some degree of optimism that the ALP would pursue a different agenda, and enact policies which, for education in particular, would move to undo some of the damage of the Howard years.
Unfortunately, this was not to be the case.

In both vocational and schools education, the policies of the Rudd Labor government have in many respects mirrored those of its predecessor. I will focus my comments on the VET sector.

The ALP nationally has continued apace with policies designed to promote competition for public funding in VET.  Labor state governments have acted in concert with the national government. The rationale for a competitive approach to funding and organisation in VET is the need for an efficient, effective and flexible VET system. 

More than ten years of marketisation in Australian VET has seen funding for the public sector provider, TAFE, decline significantly, with funding from state governments falling.
Expenditure on universities and public VET (in constant prices) since the late 1990s is shown in the table below. Expenditure has risen markedly in real terms in universities but has fluctuated in vocational education without any strong overall growth. It has been roughly constant as a percentage of GDP for universities, but has fallen for VET.
Operating expenses education, $A
 millions, 2007–08 prices
	
	1999 -00
	2003-04
	2007-08

	University Education
	11,770
	13,896
	15,235

	% of GDP
	1.34
	1.39
	1.35

	Public vocational Education and training
	4,913
	5,072
	5,157

	% of GDP
	0.6
	0.51
	0.46

	Total Universities and public VET
	16,684
	18,968
	20,392

	% of GDP
	1.90
	1.90
	1.80

	GDP $  millions
	879,165
	998,148
	1,132,172


Source: Derived from ABS 5518.0, 5204.0

Over 50% of university revenues and over 20% of vocational education and training revenues come from sources other than government grants for education and training. The main source of the funding expansion of higher education has been private funding through student fees, including those from international students. In the VET sector fee for service revenues including international student fees have risen but domestic student fees for publicly supported courses have remained around 5 per cent of total revenues. 
The Bradley Review, a major review of the higher education sector which released its recommendations in late 2008, found that Commonwealth funding per subsidised student in 2008 in universities was about 10 per cent lower in real terms than it was in 1996. It recommended a return to more complete indexation of grants, and the government has agreed to this recommendation, however, a recommended 10 per cent increase in per student funding that has not yet been implemented. A number of other funding changes are in train for the higher education sector which the government argues will increase the total funds and in some cases provide an addition to the funds available per teaching place. However, the most notable change is a shift to demand driven funding, removing the cap on funded places by allowing them to increase in line with student applications, fully implemented from 2012. Proposed increases to research funding are seen by the universities as reducing the cross subsidisation of research from teaching funds. Additional support will be provided for the teaching of disadvantaged students. 

The VET sector funding per hour of publicly funded training has continued to fall. Expenditure per hour fell in the late 1990s and has fallen again by nearly 9 per cent in the years 2003 to 2007 as shown in the table below. 
Government recurrent expenditure per publicly funded annual hour of training, 2003 to 2007, 2007 prices

	
	2003
	2004
	2005
	2006
	2007

	Expenditure per hour $A
	14.23
	14.17
	13.8
	13.46
	13.03

	Change from 2003
	
	-0.4
	-3.1
	-5.4
	-8.5


Source: DEEWR 2008, Annual National Report on the VET System
The Australian government is responsible for public funding in higher education. However in the VET sector, the states are responsible for about two thirds of public grants and the Australian government one third. A series of initiatives developed through the Council of Australian Governments (CoAG)
focussed on workforce development are set to expand the enrolments in the VET sector, including the entitlement to an education or training place for young Australians and retrenched workers. The Productivity Places Program for job seekers and existing workers was a major initiative of the Rudd government in 2008. It will add about 10 per cent to the annual student numbers in VET but the funding for the program must be allocated competitively. Despite TAFE being the major provider of VET in Australia, so far less than 2% of Productivity Places funding has gone to TAFE. 
A number of states have introduced policy changes which will result in further marketisation of the VET sector. In one state, all government funds have been opened up to full competition to public and private providers. A number of other states have moved more cautiously establishing goals of up 50% of government funding allocated to competition to all providers by 2012. At the same time, no Australian government has plans to raise the level of expenditure per student training hour or for better indexation of grants. If current trends continue, teaching funds per VET student will decline relative to the funding per student in higher education. 

While the level of teaching funds per student has continued to decline, there has been a massive expansion of funds for infrastructure and for sustainability initiatives, partly as a result of the stimulus to the economy after the global economic downturn. For example, the following initiatives add perhaps 10 per cent to total tertiary funds for 2009 to 2010:  
· the Teaching and Learning Capital (TLC) fund for VET fund which provides $500 million during the 2009 to 2010 financial year distributed through initiatives focused on modernising and improving the quality of teaching and learning 
· the TLC fund for higher education provides $500 million to eligible higher education institutions across Australia to target new infrastructure as well as the upgrading of existing facilities 
· almost  $1000 million from the Education Investment Fund for University and TAFE infrastructure and sustainability projects.
Overall, VET funding for teaching and learning continues to decline, despite major policy initiatives in the sector, and this tends to substantiate the view that much of the competition agenda in Australian VET is ideologically driven and has at its goal the reduction of government expenditure on education and training

The market agenda in VET in Australia has been driven by key bureaucrats who have managed to survive successive elections, and re-emerge in the national arena as key players in economic policy. The shift to increasing power at the national level, and the inclination of governments to pursue policy reforms in such a way as to exclude the capacity for the community to engage in debate over the proposed reforms is essentially poor policy – and it is undemocratic. The Rudd government continues the practise of the Howard government of developing policy in secret. When policy formation is hidden from public scrutiny and debate, and left in the hands of a narrow range of ideologically driven bureaucrats, it is essentially wrong. A policy which the government believes is sound, and in the public interest should be one which stands up to public scrutiny and debate. The move to full competition and contestability of funding in VET has not been exposed to public scrutiny, and it is simply wrong to suggest that the current Federal, or any of the state governments have a mandate to do it.

The 2009 recession
While there is considerable uncertainty about the course of the current recession, Australia appears to have weathered it better than some countries.

The recession has significant implications for the VET sector. Economic recessions cause social hardship. They tend to affect short-term skill formation by throwing people out of work and reducing employer spending on training. People who lose their jobs can also lose their skills and become long-term unemployed. Economic growth in the longer term can also be jeopardised, as the loss of skills and the reduced intake of new workers in the recession period creates skill shortages further down the track.

In must be a priority of governments to minimise damage to vulnerable groups at risk of leaving the workforce or of long-term unemployment, but another key priority is ensuring that people have the knowledge and skills to re-enter the workforce when the recovery comes. 

So far, the impact of the 2009 recession has been felt in the following ways:
Unemployment

Male unemployment reached 6.1 per cent in June 2009, the highest rate since early 2003.

Women’s unemployment rate was lower at 5.4 per cent – similar to 2005 levels. In the year to July 2009, men lost some 117,000 full-time jobs, and gained approximately 54,000 part-time jobs. Women gained both part-time jobs (47,000) and full-time jobs (6,000).

The May 2009 Budget Treasury parameters were that unemployment would peak at 8.5 per cent in 2011 and fall to 6.5 per cent in 2013.
 These may be revised: the June quarter unemployment rate was 5.6 per cent, whereas the budget-time forecast was 6 per cent. The Reserve Bank’s August 2009 monetary statement notes that: ‘concerns about unemployment, though still prominent, are lower than earlier in the year’.
 High unemployment is of particular concern because it is concentrated in some locations, families and population groups – typically, new labour market entrants, people working in contracting industries and groups such as immigrants who are often overlooked when employers have an abundance of choice.

Recessions affect industries such as manufacturing and construction more severely than female dominated industries, leading to job losses for mainly male blue-collar workers. This pattern is evident in the current recession as the unemployment rates suggest.

Youth
Young people appear to be suffering more from the current economic downturn, as they have in previous recessions. They are currently experiencing unemployment at nearly three times the rate of older people, reflecting their lower levels of skills and qualifications, especially of teenagers who are not continuing their studies.

The table below compares jobs lost or gained and unemployment rates for young and older people.
Jobs lost and unemployment rates by age, July 2008 to July 2009
	
	People aged 15
to 24 years

	People aged 25
or older


	Job change no.
	-97,400
	85,700



	Unemployment rate %
	12.4
	4.4




Source: ABS Labour force, Australia, July 2009, Cat no. 6202.

Population: Civilian population aged 15 years and over.
Despite the sensitivity of the youth labour market to the economic downturn, it seems that to date the fall off in apprenticeships and traineeships has been milder than expected.

Toner reports that in NSW there has been a 14 per cent reduction in apprenticeships starts in 2008 to 2009 compared to 2007 to 2008.
 This compares favourably with the more dramatic reductions in the early 2000s, and is being partly offset by increased completion rates and reduced cancellations.
Immigrants
As of mid-2009, all overseas born people who arrived later than 2001 had higher rates of unemployment than Australian-born people and longer established immigrants. Those from non-English speaking countries who arrived in the last eight years were twice as likely to be unemployed as Australian-born people (see Table below).
Unemployment rates by birthplace, June 2009

	
	People born in
Australia

	People born overseas


	
	
	Main English speaking

country


	Non-English speaking

country



	
	
	Arrived

before 2001


	Arrived

after 2001


	Arrived

before 2001


	Arrived

after 2001

	Unemployment 
rate %
	5.3
	4.6
	6.4
	6.4
	11.3




Source: ABS Labour force, Australia, June 2009, unpublished data.

Population: Civilian population aged 15 years and over.

Under-employment
Under-employment is growing more quickly than unemployment in the current recession. The table below shows the change from May 2008 (before the financial crisis) to May 2009.

 Unemployment and under-employment in 2008 to 2009

	Measure
	May quarter
2009

	Percentage point
change from
previous year


	Underutilisation %
	13.4
	3.4



	Unemployment rate %
	5.7
	1.5



	Under-employment rate %
	7.7
	1.8




Source: ABS Labour force, Australia, May 2009, Cat no. 6202.

Population: Civilian population aged 15 years and over.

Over 1.5 million people (13.5 per cent of the labour force) were unemployed or underemployed in August 2009 (seasonally adjusted figures). Around 660,000 were unemployed, and some 880,000 had a job but wanted to work more hours.

The recovery

A feature of past Australia recessions has been different rates of employment intensity and changes in the composition of the workforce on recovery. While globally exposed industries such as manufacturing are suffering, the global financial crisis may also generate positive impacts on jobs and skills stemming from reduced ‘financialisation’ of economic activity.

Graph 7 shows the contrasting patterns of employment growth following Australia’s two recent recessions, and the pattern so far in the current one. It depicts the job-rich 1980s recovery and the relatively jobless 1990s one.

Some researchers have argued that greater attention to the intensity and quality of jobs coming out of the recession could help to avoid ‘history repeating itself’.
 One area of investment for the future is those industries likely to expand as a result of climate change.

The Australian Council of Trade Unions has called for training support for rapidly growing industries such as renewable energy, increased investment to help Australian green industries compete globally, and ‘a comprehensive workforce development plan to make existing and new jobs environmentally sustainable’.

International comparisons

Australia’s current unemployment rate of 5.8 per cent is higher than Japan’s at 5.4 per cent, and lower than Canada (6.6 per cent) and the US (9.5 per cent).
 At the end of March

2009, Australia’s unemployment rate was the tenth lowest among the 30 OECD countries.

Australian unemployment is expected by Treasury to peak at 8.5 per cent in 2010 to 2011 (as discussed in the section on unemployment above). The OECD countries are predicted to average 10 per cent unemployment at this time.

Despite Australia’s relatively positive results overall, Sweet observes that in recessions,

Australia’s social institutions and labour markets offer substantially less protection to young people than in almost any OECD country other than New Zealand.
 Australia has a lower proportion of jobless households than is common among most industrially developed nations but the picture changes when the focus is on children growing up in households with no adults working. Viewed from that angle, Australia has a very high incidence of children growing up in those circumstances. This high incidence is similar to other English speaking countries (other than the US). OECD estimates converge on a figure of around 700,000.101
International education
Australia does not have a long history of fee-paying international students. Between the 1950s and the 1980s almost all international students were either fully or partially funded by the Australian Government through aid programs, including scholarships. 
In the early 1980s a change of Government policy saw the Colombo Plan wound down and a system of student visas introduced, moving international education to a fee based structure and making it illegal for universities to subsidise foreign students from Government funds (unless through an existing targeted scholarship program). Student visas were approximately $A6,000/year and students were treated as though they were locals for places in institutions.
At the same time, Federal policy set a base fee for courses that providers could not go below (although it did not set a maximum fee or legislate the ways in which the fees were to be used). There was also a requirement that a minimum of 10% of income was to be set aside for capital expenditure within the institution. 
In 1989 the student visa system was replaced by a system of "full fees" for non-local students (with the exception of a small number of scholarship programs), and no effective limits were placed on student numbers. This policy move effectively created a market led approach, in which universities could set their own fee levels and make their own decisions on how they invested in marketing and recruiting, infrastructure, student support and teaching. 
Changes to government policy in 1995 saw a substantial increase in the numbers of private education providers. Later immigration policy (2005) provided a pathway for permanent residency through skilled training in areas of need. The international student market is now the third largest export market in Australia ($15.5 billion), behind coal and iron ore ($46 billion and $30.2 billion respectively) and the largest services export industry ahead of personal travel services ($11.7 billion) (ABS figures 2007).
Between 2002 and 2008 total numbers of international students have grown by 14 per cent per annum, with growth in recent years above this average (18.5 per cent in 2007, peaking at 20.3 per cent in July 2009). There were approximately 547 700 international student enrolments in Australia as of July 2009.

In recent years there have been significant changes in the composition of the international student body, as well as the sectors and fields of education being undertaken by students. Traditionally higher education enrolments have dominated international education. In contrast, both the VET and English language sectors experienced very strong enrolment growth in 2008 (45.7 per cent and 23.6 per cent respectively on 2007 figures). For the first time this year enrolments in VET have been about on par with enrolments in higher education, challenging the dominance of higher education. In contrast, the growth in public providers has declined slightly from 115 providers in 2002 to 107 in 2008, while private providers have increased from 914 in 2002 to 1066 in 2008. 
As with the VET sector, governments have encouraged the growth of the international student market, and in higher education in particular, fees from overseas students have supplemented the decline in government funding. In recent times, a series of racist attacks in a couple of states drew public attention to a range of difficulties that international students were experiencing. 

Pat Forward
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