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About Melbourne Citymission

Melbourne Citymission (MCM) provides a wide range of services, support and advocacy
for individuals, families and communities who experience various and often multiple
forms of disadvantage including homelessness, unemployment, poverty, dislocation and
disability. These factors often result in people being excluded from participating socially

and economically in our community.

Providing a range of services to thousands of Victorians each week, across all stages of
the life cycle, Melbourne Citymission aims to provide pathways to social and economic
participation. This work reflects the organisation’s interest in life transitions and the ways

in which people can best be supported to build a sustainable future.

Our employment, education and training services have been established in response to
a range of individual issues and structural barriers which discourage or preclude young
people from actively participating in these areas. In particular, they seek to assist those
who are vulnerable to exclusion or who are already isolated from support networks such
as families, schools or community groups. Individually tailored transitions towards social
and economic independence are provided through case management and skKills
development to facilitate access to mainstream education, training and employment

options.

Melbourne Citymission
Discussion Paper on the reform of Victoria’s Vocational Education and Training sector
June 2009 Page 1



Contents

About Melbourne CitymiSSiON .......ciceeeiiiieieiiiiieeiireeeerrreneessreneneesrenssessrenssessrensssssrensssssrennnes 1
PUrpose Of the Paper ......ciiiiiiiiiiiiiiiiiiiiiiiienirinesnesasesienassessessssessesssssssesssssssensssssssnsssssenns 3
EXECULIVE SUMMIAIY...ccuuiiieiiiiiiiiiiiieiiiiiiiieireeiirassreessreassressstsasssrssssrasssrsssssenssssnssssasssssssssanes 4
1. Overview of the Securing Jobs For Your Futur8kills For Victori®olicy.......cccccevreiennnnes 5
1.1  Eligibility for Publicly Subsidised PIACES ..........cccoveieiiiiieii i 6
O T OSSP PP PPUPPP 6
1.3 Adult Community and Further EQUCALION ............ccooviiiiieiiiecceeee e 7
1.4 Apprenticeships and TraiNEESNIPS........coeiveriieiiiei e 7
15  WOorkforce DEVEIOPMENT........cccociiiiii ettt et 8
1.6 OTNEI MEASUIES......eiieietieiieiieie sttt sttt bbbt et e e neenenreas 8
2. Implications for Students Living with Disadvantage .........ccceereeiieeirencireciencerennereenerennees 9
2.1 ATTOIAADIITY ...eeeeeeeiee e 9
2.2 Changes to Concession Rates and ElgiDility...........ccooviiiiiiiiiiieeeeee 9
2.3 INCIEASEA FEES ..ottt sttt sttt bttt nenneas 10
2.4 DEDtaS@DELEITENT ........cviiiiirieie ettt eneas 12
2.6 Factors Compounding DEDT..........cceiiiiieiiiese e 16
2.7 Implications fOr FULUIE INCOME ..........coviiiiiiiiiisie e 17
28 D2 NI Q& . L2 NB e 18
2.9  Lessons from NOraand Ella..........cccooeieieiniiiiicc e 21
725 O 1o T o ] Y 1 ] (=] - VOSSPSR 22
211 { 0SS DS QA {fl 2 NBo e 22
2.12  Accessing Alternative PatNWaYS...........cooeiiiriiiiiiisieieeee e 24
2.13 Refugees, Migrants and NESB STUAENTS ........c.ccveiiiiiieic et 26
N R =T 41 0) (o] o SRS STPPR 27
215 1 YA ND A 2 NEB e 27
2.16  StUdEnt INCOME SUPPOIT .....oiviiiiiieiieieee ettt 29
3. Implications of Increased Competition within the VET Sector.......c.ccceeveeiirirnnrccrernnncenenes 31
il SUPPOIT e b bbb bbb e nhe e e nan e 31
B0 O 1 1 PSSR 31
3.3 Adult and Community EQUCATION .......cc.oiviiriiiiiiieiesesiesee e 32
4. Conclusion and Recommendations........cccceeeiiiiirrrmniiiiiiniiinnmnss 33
4.1  Recommendations for immediate amendment / introduction ...........ccccoeeeveivieennnne. 33
4.2 Issues for further INVESTIGatioN .........c.cccveieii e re e 34
4.3 lIssues for Longitudinal Monitoring and Evaluation..............cccccccevevviieve i, 35
3= =T =T 4T =L 36

Melbourne Citymission
Discussion Paper on the reform of Victoria’s Vocational Education and Training sector
June 2009 Page 2



Purpose of the Paper

From the 1% July 2009, the first stage of a series of reforms to Victoria’s Vocational
Education and Training (VET) sector will be implemented across the state. These
reforms are part of the Victorian Government’s new Skills Policy entitled Securing Jobs

For Your Future i Skills for Victoria.

This paper provides an overview of the key components of this policy and examines the
potential implications for people experiencing disadvantage. The paper draws on the
experiences and reflections of individuals engaged in MCM’s employment, education
and training services, as well as relevant research and analysis. It makes
recommendations in regard to aspects of the policy that require immediate amendment
or suggests groups that should be exempt from particular aspects of the policy. It also
identifies issues that will require formative, transparent and independent evaluation

when the policy is implemented.

MCM is concerned that the full extent of the policy reforms are not completely
understood by all those involved in the sector, especially young people and those
involved in providing them with case management, support and advice in relation to
employment and training pathways. While the policy has been widely promoted amongst
VET providers and industry, groups such as community organisations, job network
providers, careers councillors and school support services also need to have a thorough
grasp of the key elements of the policy and how it might impact on the advice they
provide to young people in relation to employment and education pathways. Such advice
is critical to the pathways that young people embark on and could have significant
implications for their future career directions and their ability to access publicly
subsidised places. As such, this paper provides an overview of the key elements of the
new policy and highlights areas that these groups may wish to pursue further or about

which they wish to seek additional information and advice.
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Executive Summary

Section one of this paper provides an overview of the context and impetus for reform of
the Victorian VET sector and outlines the major elements of the new policy, in particular
the new eligibility criteria and fee schedules for publicly subsidised places. It also
contains a brief outline of the governance and regulatory changes to the sector, as well

as new measures pertaining to business and industry training.

Section two examines the potential implications of the reforms for students living with
disadvantage. In particular, it explores the possible impact of fee rises and the
accumulation of debt through income contingent loans, on the participation rates of
those experiencing disadvantage. Issues associated with access and affordability are
also examined in light of new eligibility criteria. Case studies illustrate some experiences
and financial situations particular young people face when trying to access education
and training opportunities. They also reveal some of their attitudes towards debt and

student income support.

Section three identifies the potential for these reforms to affect the quality and diversity
of courses being delivered, as well as the types of ancillary support that institutions are
able to provide students. This section also highlights the unique role of the ACFE sector

and the need to protect its sustainability in a newly competitive environment.

Section four examines all those issues which will potentially have a detrimental impact
on the participation of people from disadvantaged backgrounds. It outlines a number of
recommendations that provide practical amendments to aspects of the policy that may
unfairly disadvantage or discourage particular populations from participating in further
education and training. Issues requiring further investigation and longitudinal monitoring
and transparent and independent evaluation are also indentified. Clearly these

evaluations need to assess whether or not the policy is achieving its intended goals.

Melbourne Citymission
Discussion Paper on the reform of Victoria’s Vocational Education and Training sector
June 2009 Page 4



1. Overview of the Securing Jobs For Your Future i Skills For Victoria Policy

On 28™ August 2008, the Victorian Government released a statement outlining reform of
the Vocational, Education and Training (VET) sector, Securing Jobs for Your Future -
Skills for Victoria. This Statement is the outcome of the Victorian Government’s
Securing Our Future Economic Prosperity Discussion Paper on Skills Reform released
in April 2008, which generated over 150 written submissions in the 6 week timeframe
allocated for responses.

The statement commits an additional $316million over 4 years to the sector, and outlines
major structural reforms to the governance, regulation, funding and allocation of places
within the Victorian training system. It is argued that this reform is necessary to address
the growing shortage of skilled workers across a range of industries in Victoria. The
changes outlined within the statement aim to generate an increase in the number of
skilled workers within Victoria, as well as an increase in the skill level of those who
already have qualifications. It is argued that this is necessary to meet the changing
needs of businesses operating within a global market and to generate growth and

innovation within industry and thereby the economy.

The major platform of reform centres on the allocation of training places, with a shift from
funding institutions to deliver training to funding individuals and businesses. Victoria’s
vocational education and training is currently delivered by public TAFE institutes, by
Adult and Community Education (ACE) providers and by private training providers.
Currently, public funding is directed predominantly at public TAFE institutes, with limited
funding also directed to ACE providers. Private providers have been able to generate a
market through offering courses tailored to specific needs, to international students and
to those students willing to pay full fees. Under the proposed reforms, rather than public
TAFEs being allocated a specific number of government subsidised places, eligible
individuals will be allocated a publicly funded training entitlement, which they will be able
to use at either public TAFE institutes, ACE providers or at provide providers. The
Government argues that this will open up the sector to greater competition and

encourage all providers to be more responsive to the needs of individuals and industry.
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11 Eligibility for Publicly Subsidised Places

The publicly funded learning entitlement, titled the Victorian Training Guarantee, is a
guarantee that eligible individuals will receive a government subsidised place in any
recognised training course, which can be accessed at any time and which will be
available for training at successively higher levels. Eligibility is determined by age and
prior educational history, as well as current citizenship / residency requirements. The
age and prior education requirements are as follows;

e Allindividuals up to 20 years of age are eligible for a government subsidised
place in a training course at any level.

o Allindividuals aged 20 and over are eligible for government subsidised place in
training courses at the foundation skills level, which incorporates literacy,
numeracy and language skills; and for any qualification higher than any
vocational qualifications already held.

e There will be a limited number of exemptions that allow people aged 20 and over
who already hold a qualification to access a government subsidised place in a
training course at the same level or lower than the qualification they already
hold. Exemptions will be granted on a case by case basis at the institutional
level, but are only accessible for those seeking training in areas of specified
critical skills shortages and for those experiencing significant labour market

disadvantage, for example through redundancy.

These eligibility criteria will apply from the 1% July 2009, though initially only to students
undertaking Advanced Diploma and Diploma courses and for those undertaking training
through the Workforce Development program. For students undertaking courses at
certificate IV level and below, these requirements will not come into force until 2011 -
2012.

1.2 Fees

Individuals who don’t meet the new eligibility requirements will be required to pay full
fees for the cost of their training. Providers are able to determine their own fee
schedules for full-fee places, without any maximum or minimum specified range. Current
full fee schedules vary between providers but can be in the range of $10,000 or more for

a one year course.
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For publicly subsidised places, training providers are also able to set their own fees,
though within a specified range. Allowing variance between fee schedules has been built
in to generate competition between providers on price. The fee structure also varies
according to qualification level, with the highest fees reserved for those students
undertaking Diploma and Advanced Diploma courses. These higher level courses will
incur up to a tripling of student fees over the next three and a half years. Students
undertaking Diploma and Advanced Diploma courses will be eligible for income
contingent loans, similar to the HECS-HELP loans available to university students.
Under this system, students taking out a VET FEE-HELP loan are required to repay their
course fees in increments through the tax system, once their annual income reaches
$41,000 per year. This amount has been aligned with the HECS-HELP repayment
thresholds for university students, despite the fact that university graduates are deemed

to have a higher earning capacity than TAFE graduates.

Fees for Certificate | and 1l courses will decrease slightly over three years, while those
for Certificate Ill and IV will incur a moderate increase (see Table 1 Below). Students
undertaking these courses and Apprentices and Trainees will continue to be eligible for
concession rates as per the current criteria. The new fee structure will be applicable for
all students commencing courses as of July 2009. Students enrolled before this date will

be eligible for fee maintenance until they complete that particular course of study.

1.3 Adult Community and Further Education

The Government has also committed additional funding to the Adult, Community and
Further Education (ACFE) sector, which incorporates the Adult Multicultural Education
Services (AMES) and the Centre for Adult Education (CAE). In addition to providing
additional funds for pre-accredited training, as a pathway to skills development, the
Government has committed funding to attempt to strengthen the ability of ACFE
providers to compete for students. Broad commitments have been made for funding to
extend ACFE Microsoft Agreement, trialling shared service centres and extending the
use of the A-frame articulation framework for the development of programs to assist

learners to transition into accredited training.

14 Apprenticeships and Traineeships
Additional funding has been provided with the aim of lifting levels of retention and

completion of apprenticeships and to provide incentives for employer involvement in
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apprentice training. The Government has committed funding to continue the
apprentice/trainee completion bonus program, which provides employers with a bonus

payment when an apprentice or trainee completes their training with that employer.

15 Workforce Development

The reform package also incorporates a number of measures for business and industry,
centring on the Workforce Development Program, which will assist businesses in
identifying their skill development needs and potential and develop training plans for
their workforces. Delivery of training is tailored to suit production cycles or other
enterprise requirements and the government will subsidise accredited training purchased
by the business for eligible employees. Again, this measure is designed to stimulate
growth in the number of people undertaking training and to build the skills level of the

population, to generate innovation within business.

1.6 Other Measures

Other measures in the reform package include enhancement of the Victorian Skills
Commission and an expanded role for the Industry Training Advisory Bodies (ITAB). The
Commission provides advice on post compulsory education issues and the transition
from school to work and/or further study. Membership currently includes people from
employer associations, unions, community groups and related government authorities.
Under the reforms, the membership profile will be changed to provide greater
opportunity for industry leadership, to ensure appropriate advice on current and
projected industry needs is being provided. This will include encouraging Government to
invest in skills development in critical shortage areas and to discourage over delivery in
areas where job opportunities are limited. The Commission will also work with ITABs to
provide a consolidated industry information service, which will be available to students,
careers advisors and employers. In addition to providing advice on areas of skills
shortages and over supply, ITABs will contribute to the development of training products

and promote skills development to employers and employees.
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2. Implications for Students Living with Disadvantage

While the injection of funding and creation of additional places within the Victorian VET
sector is a welcome initiative, MCM has a number of concerns about how the reforms
outlined in the Skills for Victoria statement might negatively impact on the participation
levels and opportunities for individuals living with disadvantage. In particular, MCM is
concerned that the significant increase in fees for higher-level courses and new eligibility
criteria to access government subsidised places could deter the participation of people
living with disadvantage. Melbourne Citymission also has some concerns about
increased contestability of funding between public providers such as TAFEs and ACFE
providers, and private providers, and the implications this could have on the quality of
courses being delivered and the types of courses and services that providers are able to

offer.

2.1 Affordability

The Skills for Victoria reform statement cites the potential for enhanced earning capacity
as the driver for setting fee levels for particular courses, with higher level qualifications
supposedly delivering increased rates of return in the form of higher wages and job
security. MCM does not believe that the potential for an enhanced earning capacity at
the completion of a qualification is a sufficient or realistic incentive for students from low
socio economic status (SES) backgrounds to pay higher fees to undertake further study.
In addition to having a limited earning capacity whilst studying, students have significant
living and ancillary costs, which means that many individuals from low SES backgrounds
are simply not able to afford to undertake further study. Affordability is already a
significant issue for low SES students and it is likely to be further compounded by an
increase in fees and removal of the concession rate for Diploma and Advanced Diploma

courses.

2.2 Changes to Concession Rates and Eligibility

TAFE fees in Victoria are currently (as of January 2009) set at a maximum of $877 per
year, with the minimum rate of $55 applying to all students who are either holders of (or
listed as a dependant on) a valid Commonwealth Health Care Card, Pensioner
Concession Card, or Veterans Gold Card, and Indigenous students. While concession
rates will continue to apply to students undertaking courses at certificate IV level and

below, this concession rate will increase significantly in most courses with Certificate |
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and Il courses scheduled to charge a minimum of $105 from July this year and
Certificate Il and IV courses charging a $120 minimum over the next two years,
increasing to a minimum of $188 from 2011. This is over three times the current
concession rate of $55. While some of these courses will experience minor decreases in
the maximum rates students can be charged overall, the increases to the concession
rate are substantial and could act as a significant barrier to the participation for those
most in need of financial assistance. As such, MCM recommends that fees for those

eligible for concession be maintained at the January 2009 concession rates.

The removal of concession rates altogether for students undertaking Diploma and
Advanced Diploma courses also raises significant concerns for the participation rates of
those living with disadvantage in these courses. Melbourne Citymission is concerned
about the message this sends to people living in under resourced communities. Rather
than encouraging individuals to enhance their skills and training qualifications, such a
policy has the potential to deter students living with disadvantage from undertaking
higher-level courses. As such, MCM recommends a longitudinal monitoring of the
impacts of increased fees by measuring the proportion of students from low SES
backgrounds undertaking VET qualifications from the 1% July, according to the level of

course, the movement between courses and the completion rates.

2.3 Increased Fees

The cost of undertaking a Diploma or Advanced Diploma course could potentially
increase from $55, for someone currently eligible for a concession, up to $1500 in 2009
and up to $2500 by 2012. The minimum fees for Diploma and Advanced Diploma
specified in Table 1 below, relate only to the minimum fee that a provider can charge.
Given the experience of the university sector when HECS fees were deregulated in
2005, it is unlikely that many, if any, providers will offer courses charged at or anywhere
near this minimum rate. In fact, within four years of the policy being introduced in the
university sector, all Australian universities were — and still are - charging the maximum
fee allowed for HECS places. Therefore MCM recommends that the current eligibility
criteria and rates for concession, as at January 2009, also be maintained for Diploma

and Advanced Diploma courses.
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Table 1: Fee Structure for Publicly Subsidised VET Places 2008-2012

Tuition Fee 2008 July 2009 2010 2011 2012 Diff 200812
Structure Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min Max
Foundation

Foundation $55 | $877| $50 | $500 | $50 | $500 | $50 = $500 | $50 | $500 | -$5 | -$377

Level and Pre-
apprenticeship

gki't'? Cfdefliltion $55 | $877| $105| $875 | $105| $875 | $105| $875 | $105| $875 | $50 | -$2
erti an

Apprenticeships
and $55 | $877| $57 | $903 | $57 | $903 | tbd | tbd | tbd | thd thd thd

Traineeships

gk”t'?llfu“gil"y $55 | $877| $120 | $1000] $120 | $1000| $188 | $1250| $188 | $1250| $133 | $373
er an

Skills

Deepening
Diploma and $55 | $877| $225 | $1500] $225 | $2000| $375 | $2000| $375| $2500| $320 | $1623
Advanced
Diploma

NB Minimum fees represent the concession rate, which is available only to students who qualify for a concession.
As of July 2009, the minimum rate for Diploma and Advanced Diploma students represents the minitmaim fee t
providers can charge for eourse- there is no concession rate for Diploma and Advanced Diploma students.

Existing projections have maximum fees for Diploma and Advanced Diploma courses at
$1500 in 2009 and reaching $2500 by 2012. It is interesting to note that university HECS
fees were initially set at $1800 per year for a full time student place in 1989. In 2009,
these fees range from between $4000 and $8500 per year, representing an average
increase of 40% in student fees over a decade. As the NTEU (2008:6) points out “the
lesson to be learnt from the introduction of HECS is that governments will always find it
easier to increase resources to education by increasing the student contributions rather
than the government contributions”. This is particularly the case with the income
contingent loan scheme as the deferred nature of the payment means that there is not

an obvious or immediate impact for students.

MCM is also very concerned that there is no specified fee limit or guidelines for
institutions in setting fee schedules for ‘full-fee’ or unsubsidised places. The costs of fee
for service courses are already largely untenable for people from disadvantaged
backgrounds. The introduction of VET FEE-HELP, particularly for unsubsidised places,
means that institutions are likely to increase these fees, knowing that students who are
not eligible for a subsidised place will now be able to acquire an income contingent loan
to access these courses. With no limit on the maximum amount that can be charged,

students could be left with debts that have the potential to significantly diminish their
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income for the rest of their lives. For students from disadvantaged backgrounds, these
effects are likely to be compounded or alternatively, will mean that they simply miss out
on places. MCM therefore recommends that a cap be placed on the amount that
institutions can charge for full-fee places. MCM also recommends that further research
be undertaken as to a reasonable upper limit, that is commensurate with the future

earning capacity of the course being undertaken.

2.4 Debt as a Deterrent

The introduction of an income contingent loan scheme is unlikely to alleviate the barriers
posed by increased fees for students from low SES backgrounds. While students eligible
for VET FEE-HELP will not be required to pay fees up front, research has shown that
students from low SES backgrounds are more likely to be debt averse than other
students, and that such factors can influence their decision to participate in further
education. Research carried out for the Department of Education, Science and Training
in 2003 (James 2003:87) concluded that the perceived cost of higher education appears
to have been a major deterrent for students of lower socioeconomic backgrounds, with
this group being over 40% more likely than other students to believe the cost of
university fees may stop them attending university. This is despite the existence of an

income contingent loan scheme at university.

MCM contends that although a number of recent reports (Chapman, Rodrigues and
Ryan 2008; Bradley 2008; Cardak and Ryan 2006; ) claim that neither the introduction of
HECS nor increases in HECS fees have resulted in a decline in the participation rates of
students from low SES backgrounds at university, these results are not necessarily
transferable to the TAFE sector. As pointed out in the final report of the Bradley Review
(2008), students from low SES backgrounds are significantly under represented at the
university level, with an access rate of approximately 16%, compared to a population
reference point of 25%. Further, this rate has remained stagnant over the last decade,
despite a 7.1% increase in the domestic student population over the same time (Bradley
2008:16). In contrast, low SES students attending TAFE are in fact over represented,
with 12.7% of low SES individuals (per 100 population) participating in VET compared to
an overall national participation rate of 10.8% and high SES participation rate of 8.7%
(Foley 2007).
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VET students living at home with their parents are also less likely to be financially
dependent on their parents, making up just 15% of the VET student cohort, compared to
32% of the Higher Education student population (NATSEM 2008:8-9), suggesting that
VET students are also more likely to have to absorb fee increases themselves, rather
than transferring them to their parents. Given the difference in the socioeconomic status
of VET versus university students, not only are VET students and their families likely to
be more debt adverse, but they are also more likely to have less capacity to absorb
repayment rates. As such, a significant increase in fees for TAFE students, both for
students accessing the concession rate and for students undertaking higher level

courses, could in fact significantly reduce the participation rates of TAFE students.

In addition to concerns about increases in fees and income contingent loans potentially
acting as a disincentive to low SES student participation in further education and
training, MCM is also concerned about the long-term implications of students who do
incur debt. For young people starting employment for the first time, paying back income
contingent loans can affect their ability to access a mortgage or decisions about when to
start a family. Mature age students who undertake training later in life may already have
significant debts such as mortgage repayments, credit cards and personal loans. Indeed,
many young students are also leaving school with significant amounts of debt, with the
accumulation of public transport fines, mobile phone bills and access to credit and
personal loans, leaving many young people financially vulnerable, even before they have
started their working lives. The incentive to study and potentially increase future earning
capacity therefore may need to be weighed against the costs of servicing existing debt,
coupled with the costs of studying, living and forgone earnings whilst studying, as well as

the accumulation of further debt.

2.5 Ella’s Story

Ella’s story provides a pertinent example of how increased fees, even with the provision
of an income contingent loan, can act as a deterrent to further study. Despite being
aware of and in fact motivated by the potential financial returns of ‘investing’ in training,
Ella is very reluctant to accrue any additional debt. In addition to already having existing
debts to pay off, as someone who does not have any financial support from family and
who experiences frequent cycles of homelessness, Ella’s fundamental goal in
undertaking further training is to achieve financial independence. Accruing additional

debt is perceived as an antithesis to this goal.
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Ella is 21 years old and has successfully completed year 10. She was “kicked out of
home” at the age of 15 and as a result, was unable to complete secondary school, despite

two attempts at undertaking year 11.

il got kicked out of home when | was 15. Si

or just staying with friends or whatever. The first time | did year 11, | was living in a

three bedroom house with 13 peopl e, so it
the house and | ots of them were on drugs al
and that was pretty full on, and i n tughk Themid
went to another school and | got accused of
wasnodt even at school that day. But | coul d
|l eft and got a job in a fruit shopo.

Ella successfully maintained employment at the fruit shop for 2 years, before it closed
down, and gained skills in many facets of the business including sales, packing,
delivery and ordering. She also secured a number of consecutive casual hospitality
positions but was unable to secure ongoing employment. She was eventually

convinced by her job network provider to do a hospitality course.

il bve done heaps of hospitality jobs, I wor
Valley St. When | went to Valley Heights employment agency they got me to go to VU to
do a hospitality course. | started it, but because | had been working in hospitality for so
long it was boring. | already knew what they were teaching and it was just too boring to

sit through so | | efto.

Ella then went on to successfully complete a number of training qualifications, all of which
she has been placed into by various job network providers. These include a security
course and a Certificate Il in Sport and Recreation. Most recently, she was awarded a
Certificate Il in Warehousing and gained her forklift licence. Ella is hopeful that these
qualifications will assist her job prospects, though still has to overcome financial barriers
in the form of a licence and access to a car to achieve the best prospects for securing

employment.

ANow al l I have to do is get my driveroés | i
There are | ots of big paying jobs in Altona
no way | can afford a car and tophebelplaces. Same ads p

say you have to have your licence and your own transport to get the job. | rang one

today and they said even if | can get there
in case | need to do a delivery or drive a van or somet hi ng. Getting my
hard bit; ités just that | never had the $8

Ella’s housing situation has also presented a number of barriers to securing employment
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or pursuing particular training opportunities. She continues to be homeless or
precariously housed often without any certainty about where she might be staying from
night to night. This makes it difficult for her to anticipate how she will get to work or
training. Being homeless also means that even issues such as clothing can prove

stressful to maintaining participation.

iSometi mes | canbdbt get there (course or job
from night to night. I dondt have anyone to
but ités not stablwdenl I semamortbuh | dondét al
can be Iiving at my mothers and then the ne
me out . Someti mes | donot know where |1 6m g

friends will usually say alright, you can stay here for a couple of days or someone will
let me sleep on their couch.

|l 6m not t hat good at the whole schooling t1}
donodt |l i ke the whole authority thing. Eeveryn
day, it j ust stresses me out . I donodt have

clothes on my backo.

Despite claims of ‘not being good’ at schooling, Ella has been highly motivated to pursue
and complete training opportunities, which she sees as a means to gaining secure and
well paid employment. She has made the most of the opportunities afforded to her
because she hasn’t had to pay for them, rather than because they are something that she
has particularly wanted to do. Ella is clear that financial barriers are preventing her from
pursuing her training and employment goals.

AAll the courses | 6ve done are for free. I
them straight away. I al ways take t heminlife,l
just wanted a job. Something that would pay more than $10 an hour. | just drifted
through different courses and thatés becau

home or anything, so it was something to do.

If money was not an issue, | would do a crane operator course. It costs $25000 or
something like that T a lot anyway. No ifs, buts or maybes. The only thing that stops me
from doing what I want to do is the money
done the course and already be on the docks right now unloading trailers. If you start at
4am, you can earn $46 hour o.

The potential to increase her future earning capacity is a driving motivation for Ella to
pursue further training qualifications. Despite this, Ella is very reluctant to accrue any type

of debt to achieve this goal, even with income contingent repayment options.

il dondt know. Thatés a | ot of money to owe
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nothing and not owe anyone any money than do everything and owe money. | already
owe $2000 in Telstra bills. | had a friend who let me stay with him for 6 months without
paying rent, but then he said | had to pay
pay rent . |l 6ve al so got $1700 wetratjob amlfmy bwna i

place and not owe anyone anythingo.

For Ella, the prospect of aincome contingent loan is equated with dependency. She
recognises training as a means of increasing her prospects of obtaining, secure and well
paid employment, which in turn will provide her with a pathway out of homelessness to
independent living. However, for Ella, the prospect of adding to her debt to do this is
associated with a loss of control. She would rather do nothing and be independent, than
owe money and be dependent. Therefore, Ella perceives the most effective way to achieve
independence is avoid debt. Instead, Ella is determined to make the most of the
opportunities afforded to her and to use these to establish and maintain financial

independence and thereby control of her own life.

il f | had a steady income, not on Centrelink
budgeter. I candét stand to |Ilive in share ho
be friends for that long. As soon as money issues comeup t hat 6s it .

When | was younger everything was hard. I ¢

anything. | learnt from an early age that the only person who can get you where you

want to go is youo.

2.6 Factors Compounding Debt

Students who wish to go on to further study at university from TAFE, will also be liable
for additional accumulation of debt through university FEE-HELP loans. This means that
someone who does a Diploma course at TAFE and then goes on to a Degree program
at university will be liable to pay back two FEE-HELP debts once they are working.
Students entering university through alternative pathways, such as through the TAFE
system therefore face increased financial pressures on graduation, without any
additional earning capacity from those who have completed a degree without going
through the TAFE or ACFE system. Rather than providing an alternative pathway, this
has the potential to act as a deterrent to further study. As Wheelahan (2009:13)
demonstrates, students from low SES backgrounds are already under-represented at
the Diploma and Advanced Diploma level and over represented in the lower level
qualifications. This means that the proportion of low SES students articulating to

university are also under represented. Increasing the debt that students articulating from
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TAFE to university are likely to accrue is likely to further deter low SES student
participation at this level, rather than increase it. MCM recommends that students who
enter university through a VET or ACFE pathway should have their FEE-HELP debts
merged and that this merged debt should not exceed that of the total university FEE-
HELP debt for that particular course.

There are also many students who do not successfully complete their course of study at
first attempt, with Callan (2005) estimating that 16% of VET students in 2001 did not
complete any subjects in which they enrolled. While there is minimal data on the exact
number of students who return to study or their reasons for leaving, anecdotal evidence
suggests that students experiencing disadvantage in particular are often forced to
postpone or cease their studies due to a range of financial, familial or housing issues.
Many such students are also unsuccessful in their first attempt at study for similar
reasons. The unpredictable nature of these events mean that students are not always
able to withdraw by the appropriate cut offs for incurring liability. As Shah and Burke
(2006:47) point out in their report prepared for the National Training Reform Taskforce,
improving course completion rates could play an important role in meeting targets for the
number of qualified people and levels of qualifications needed or by 2016. Under the
current reforms, where such students are able to return to successfully complete their
gualifications on the second or third attempt, they are liable for significantly increased
debt. These factors all work against increasing participation in further and higher
education and do nothing to help break the cycles of disadvantage and exclusion.

2.7 Implications for Future Income

It is yet to be seen if fee increases will have the same minimal impact on the
participation rates of TAFE students as it has for university students. There are a
number of important factors however, that suggest the impact is likely to be greater,
including that TAFE students are more likely to come from low socioeconomic
backgrounds and that TAFE graduates are likely have a lower earning capacity than
university graduates (Foley 2007). The average peak income of a male university
graduate is around 60% higher that of a male with VET qualifications (NATESEM 2008).
For women, both at university and TAFE, the situation is even worse with female VET
graduates on average earning only 61% of the peak earning capacity of female
university graduates, who in turn, earn only 54% of the peak male university graduate

income. This means that increases in fees are likely to impact more heavily on TAFE
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graduates, who have a lower earning capacity than university graduates, and in
particular on female VET graduates who incur the same costs as their male

counterparts, but are likely to earn less over their lifetimes.

NATSEM (2008:28) modelling suggests that while on average it takes 7-8 years to pay
off a university HECS debt, again, for women, particularly those with children, it is likely
to take at least double this amount of time. A married women with 2 children and high
earning levels is likely to take up to 16 years to pay off a HECS debt, while a single
mother of two with a low earning capacity, is never likely to pay off an average HECS
debt. While graduates only pay according to what they are earning, for those with a
lower earning capacity, such as VET graduates, and/or or those who have career breaks
to have children, this means that their earning capacity is reduced over significantly

longer periods of time, while they pay off their debt, sometimes for their whole life.

The likely earning capacity of graduates is influenced by a number of factors, and for
VET graduates, this includes the level of qualification undertaken, with projected earning
capacities diminishing the lower the level of the qualification. While fees for TAFE have
have been graduated according to qualification level, recent research has shown that
certificate level courses are only likely to increase graduate earnings by an average of
approximately 5%, compared to apprenticeships which are likely to increase earnings by
as much as 20%. (Marks, 2008:x). Under the reforms, certificate courses are not yet
subject to large fee increases or eligibility for income contingent loans, however, it is
unclear if these options are being considered for introduction post 2012. With providers
able to set their own fees for students who are not eligible for a publicly subsidised
place, it is likely that there will be some demand for those undertaking certificate level
courses on a full fee basis to be able to access VET FEE-HELP loans. MCM s
concerned that were this ever introduced it would have a significant impact on the

earning capacity of graduates or on their incentives to study at all.

2.8 Norads Story

Nora is not all convinced that investing in her education will lead to an increased earning
capacity in the future and as such, she is not willing to take on an income contingent
loan. While she would like to upgrade her qualifications, Nora perceives the costs of
course fees and materials, coupled with foregone earnings and the costs of living whilst

studying as major deterrent to pursuing further education. Nora’s desire to upgrade her
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gualifications is fuelled in part by following her passion and in part by the desire to get a
better job. These desires however, are not necessarily commensurate and Nora is not
convinced that an investment in education will pay off in terms of earning capacity, even

if it will lead to a more satisfying job.

Nora is 24 years old and left school in year 10. She does not have any financial support
and living with her family has not been an option since she left school. Nora now lives in
rental accommodation with friends. While she has a number of casual jobs, she struggles

to make ends meet from week to week.

Nora has attempted to complete her VCE through the CAE and started a Diploma of Visual
Arts, but has been unable to complete either, largely due to an inability to afford course

fees and materials.

iWhen | did VCE, I had to go on a payment
was horrible. She was really nasty to me. She just looked down on me because | was on
the plan. | had one | at e payment one month and she t
classes until | paid. The art teacher was really supportive. She tried to help me and to

get me allowed back into the classes but in the end it was all just too hard.

I coul dnodt f icausesljustefouhdhthat | gmteleft behind. Mostly because |
coul dndét afford the stuff I needed. Al | t he

to buy them on top of everything el se. I ju

The cost of forgone earnings whilst studying has also been a major issue for Nora. In her
experience, studying is equated with being unable meet day to day living costs and serves

as a major barrier to further participation.

Youth All owance is definitely notremacogh It o
do more study. I candét afford it. When | di
to report everything all the time and you get different amounts different weeks,

depending on your hours, and in the end ité

Ivoie al so been on Austudy and havendét worked
you can just afford to pay rent and that. And then things like vet bills and that kind of

stuff come up that you just have to pay.

| live with friends and we pay $300and s omet hi ng i n rent a week

now, even without study. Webve hardly got e

For Nora the pursuit of further study is fuelled by passion and interest and is part of

determining what she wants to do with her life. She is vehemently opposed to the
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accumulation of a loan, because she is unsure of the likelihood of financial returns for
pursuing these interests. Nora is grappling with ways she may be able to make a

livelihood through undertaking further training. Like many young people, this includes the

pursuit of a number of different qualifications that are not necessarily undertaken in linear
progression.

il m not really sure what | want to do yet,
mind. Thepr obl em i s, the things | |l ove doing, t
like art and cookingi so maybe | i ke a chef or something
| think that my goal at the moment, long term, is to maybe get a shop front, a place that
has somewhere that | can live in as well, and open up a café that sells art and maybe
furniture. That means | need to do food handling and business courses and stuff as
we |l | as art and that. I really want to do .i
A reall vy, really |l ong ti me. But | dondt wan
There is no way I would do a course that me
pay it back till]l you were earning however n
There is no way | need mor e . I just dondt need that. I q
And | 6ve got gas and electricity bills that
Why are they doing that (introducing loans for VETcour ses) . Al | my
drugs and al l t hat and when you finally deqd
want to try and do somet hing, itdéds really h
spot . It makes you t hpomte It mékastit@lssedeamhpeintfessd. ki n g

Norabs Weekly Budget

Weekly Income Weekly Expenditure

(Basic Living Costs)

Newstart 225 Rent 165

Rent Assistance 35 Utilities and phone 35

Casual Work 60 Food 60

Medication 30
Total Weekly Income 320 Total Weekly Expenditure 290
Difference $30

In addition to servicing her existing debt, Nora’s immediate and pressing priorities are to
meet her day to day living costs, in particular, being able to secure housing. As her weekly
budget shows, meeting day to day living costs is already a struggle even without the

additional costs and more limited income that comes with study. She has only $30 a week
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to meet all but the most basic of living costs. This does not include the costs of transport,
clothing, entertainment, access to a computer or incidental expenses. While she is aware
that maintaining her current employment status is not a long term solution, she sees no

way out of this cycle.

iWebve been at this place for near | yetbdleasen
renewed. We found out after we moved in thg

tatts (tattoos) a | | over me and he doesndt i ke it 3

are always scowling at us.

ltds so hard to gebtatpiaceneWheae WwWeew we ¢

only had a week before we had to get out g

anywhere, so we had to take it. There are so many places that are just shitholes and

really expensive.

| 6ve got oaf ccoauspul ael j obs. But itds not real

anywher e. None of it wild.l |l ead to better jo

want any more debt.

Sometimes | feel it was a lot easier being out on the streets, using drugs and having
no responsibilities. It's hard to get ahead of it all when youde starting from scratch.
There is certainly no encouragement schemes or even any appropriate help from the
government/Centrelink that makes you want to keep trying.o

~

2.9 Lessons from Nora and Ella

Both Nora and Ella’s case studies demonstrate that rather than alleviating the barriers
posed by fees, income contingent loans can themselves act as a deterrent to further
study. Accruing a FEE-HELP debt is not even considered as an option by either of these
young women, despite the fact that even existing fees and the associated costs of
attending training are major impediments to further study. Both these individuals are
aware of the benefits of upgrading their qualifications and have the ambition and desire
to undertake further study, but neither feel that a loan is an option they can afford. Both
already have significant debts and are looking to further study as a means of
independence and security, values they fear will be eroded from acquiring further debt.
Whether or not their fears are founded, these cases demonstrate that attitudes towards

debt are strongly ingrained by experience and are powerful factors in decision making.

Both Nora and Ella’s case studies also demonstrate that even the moderate increase in

fees for the concession rate for courses at certificate IV and below act as a barrier for
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disadvantaged students’ participation in these courses. Course fees, coupled with
inadequate income support whilst studying, mean that for many disadvantaged students,

vocational education and training is a desirable, but largely unattainable goal.

2.10 Eligibility Criteria

While the Victorian Training Guarantee ensures that government supported places are
not capped according to predetermined place numbers in particular courses, MCM s
concerned that the eligibility requirements for a government supported place could place
unintended restrictions on individuals looking to change career direction or re-enter the
workforce. For people aged 20 and over, subsidised places are only available to
individuals at the foundation level, and for any qualification higher than the qualifications
they already hold. While it is important to encourage people to upgrade their skills and
gualification levels, training needs do not always work in a linear progression, for a

number of different reasons.

211 Stevebs Story

For Steve, developing career goals has been an evolving process. His initial course of
study at Diploma level inspired him to undertake a further, complementary certificate IV
level course. This combination of qualifications led to a stint at self employment, which in
turn led to the pursuit of further study at a university level. Under the current eligibility
requirements, Steve would only have been eligible to undertake the Diploma at a
subsidised level and in all likelihood would have been unable to afford to undertake the
Certificate 1V course if he had to pay full fees. Without the latter course, Steve would not
have been able to start his own business, the experience of which led to the desire to
undertake further higher level qualifications. Ironically, it is this outcome that the current
reforms are trying to achieve and which, in this case, they would in fact have prevented.
As Steve’s case demonstrates, students often take some time to decide on the
appropriate career path and this does not always involve immediate upgrading of

gualifications.

Steve is a 24 year old male who successfully completed year 12 and was awarded a fee
assistance scholarship to undertake a Diploma in Business Administration at an RTO in

Sydney, which he successfully completed before moving back to Melbourne.

The fees would have cost $40,000 so there is no way | could have done it without the
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scholarship. | could barely afford to live. | was trying to support myself on Youth
Al l owance, which is peanut s, and | coul dnodt
the course. Mum moved up to Sydney with me which helped, but we could barely afford
to live. It was really hard.

Participation in this course has inspired Steve to continue his studies. Steve has
completed a number of different courses in a related field but not in a sequential order. He
went on to complete a Certificate IV in Small Business Management on his return to
Melbourne and then commenced the Bachelor of Business. For Steve, the experience of
completing the Diploma helped hone his interest and also gave him a desire to get a more

rounded education.

After | had done the Diploma, it made me realise that | would prefer to work in my own
business rather than someone el sebs. It wa
|l earn about managing a business from the gr
why | did the Certificate IV, which | did through Slingshot.

After that | started up a company - mediaandadverti sing solutions
money though. In the current economic clien
someone or something new. They are getting their budgets cut themselves so they just

go with the safe option of what they know.

Then | decided to do the Bachelor of Business because it gave me another angle on
things. The focus is more on managing a business that is already running. The courses
| have done are all interlinked but very different. Together they cover managing, setting
up and running a business. They are all different spotlights on different ends of

business and give me different skills and perspectives.

Steve is currently on a leave of absence from university due to difficulties supporting
himself financially while he is studying. He is not sure if or when he will be able to go
back.

Centrelink put me on Newstart. Then someone realised | was too young to be on that
and they just cancelled my payments on the spot. It took 6 months to get back on to the
right payment and | had to go to the ombudsman to get my payments reinstated. |
coul dnodt keep studying because I coul dnodt

became homeless because of it. | had to stay with friends on and off.

| would like to go back to study, but the biggest problem is having enough money to
support yourself. Centrelink makes it so hard. You need to work as well to get by and
you canodét al ways choose your houensployefrsfwant pou
then they can hire someone else who can. But if you work too much then you spread

yourself too thinly and you canét focus on
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| 6ve got a | ot of debts to pay off. I ma x e
Newstart and phone billsit he phone company wants to tak
how | can study and sort the bills out. Maybe in a couple of years. Living expenses is
definitely the biggest issue for me.

While Steve already has a number of qualifications, this has not yet transferred into
enhanced work opportunities or earning capacity. He is trying to build on his existing
gualifications and diversify his opportunities but feels like he is being hampered at every

turn.

Study is something that you do to prevent you from being in this situation in the future.
But you have to be able to finislhiandmbreer wi s

It used to be about educating people not about making money. | think the TAFE model
now is a pretty good system, without the fees. People should be entitled to study. You
need skills before you enter the workforce and then you pay taxes and contribute to the

economy when you are working.

I donét know why they make it so hard for p

2.12 Accessing Alternative Pathways

It is important to note that holding an accredited qualification does not always equate to
employment in that field or financial returns equivalent to a particular industry standard.
Marks (2008) showed that factors such as workforce experience were likely to increase
earning capacity, with more experience increasing an individual’s earnings potential.
However, he also demonstrated that experience of unemployment, could have a
detrimental impact on future earnings capacity, “the so-called scarring effect” (Mark
2008:2). Many students who have previously undertaken accredited training and are
returning to study may be doing so after significant periods outside the workforce or after
working in unskilled or low paid jobs that have no relevance to their qualifications. This is
particularly the case in the current economic climate which continue to result in
significant increases in unemployment. As such, many will not be in a position to pay full
fees for their course and may not have the confidence, the desire or the time to

undertake a higher level qualification.

Conversely, young people leaving school often take some time to decide on a career
path that is suitable for them. This may involve a combination of some work experience

and undertaking a number of ‘skills building’ qualifications, before deciding on an

appropriate career path. Limiting students who are 20 and over to one qualification path
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unless they are willing or able to upgrade their qualifications, places unfair limitations on
those unable to afford to pay full fees. It also has the potential to discourage people who
already hold a qualification from returning to study if they are not in an immediate
position to upgrade that qualification. While MCM recognises the multiple benefits of
encouraging individuals to gain higher level qualifications, this needs to be done in a way
that provides students with an opportunity to reach this goal through alternative

pathways, rather than just through linear progression.

It should also be noted that the policy impetus for encouraging individuals to upgrade
their skills stemmed from an environment in which skills shortages meant that employers
were likely to pay a premium for skills, thereby encouraging individuals to ‘invest’ in
upgrading their skills. The current global economic crisis and resulting decline in
employment opportunities means that re-skilling is at least as important as up-skilling,
and is critical to preventing a large increase in the numbers of long term unemployed. As
pointed out by COAG (2009) in its recently announced Compact with Young Australians,
“in a global recession, young people always feature heavily in the ranks of
retrenched and laid off workers. This Compact is to ensure that young
Australians who lose their job in this recession are trained to be the
tradespeople and professionals of the recovery”.
Guaranteeing a training place for all people under the age of 25 will necessarily involve
allowing a significant level of re-skilling rather than requiring up-skilling. This is not only
in the interests of enabling individuals who have lost their jobs to gain secure
employment when the economy recovers, but also in the long term interests of economic
recovery itself. In addition, if the Government is to meet its obligations in providing these
places, then the sector needs to be sufficiently flexible to enable individuals with a
variety of circumstances and backgrounds to enrol in a range of courses and not simply
those that upgrade their qualifications. These factors are not sufficiently accounted for in
the current policy formulation, particularly in regard to the eligibility criteria for

government subsidised places.

MCM recommends that the eligibility criteria relating to upgrading existing qualifications
be applicable to students aged 25 and over, rather than 20 to bring it in line with the
Compact with Australian Youth criteria. In addition, MCM recommends that individuals
who are returning to study after a specified period, (notionally 10 years) are exempt from

the upgrading qualifications criteria for their initial return course of study.
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2.13 Refugees, Migrants and NESB students

MCM is particularly concerned that the reforms governing eligibility for government
subsidised places will restrict access for specific groups of potential students, such as
those from Non English Speaking Backgrounds (NESB), refugees, newly arrived
migrants and those who experience significant learning challenges, such as those with a
disability. Such groups are likely to be restricted by the requirement that all students
aged 20 and over are required to upgrade their qualifications in order to be eligible for a
government subsidised place. Students who require additional time to undertake an
initial qualification, whether this is because of language or learning difficulties, are often
unlikely to be in a position to be able to immediately upgrade their qualification level
should they wish to pursue an alternative career path. Such students are effectively only
given one chance to get it right.

In particular, students undertaking English as a Second Language (ESL) courses are
placed at a distinct disadvantage. While MCM welcomes the recent move to categorise
the suite of ESL certificate courses as foundation level courses, this is not sufficient to
ensure that these students have access to the same education and employment
opportunities as everyone else. As pointed out by the Western Refugee Pathways
Group', ESL courses are essential in equipping groups such as newly arrived migrants
and refugees, “with the necessary tools to succeed in their future TAFE programs”.
While the ESL courses themselves will not be counted towards eligibility for a subsidised
place in any subsequent studies, it often takes students some years to complete these
courses to a level that will allow them to pursue further studies. These students are also
often older than those in their equivalent school year and on top of this, many have to
wait a number of years until they are granted VISAs that entitle them to access to a
government subsidised place at all. As such, a large proportion of these students are

aged 20 or over by the time they have completed their ESL courses.

Many ESL students are directed into courses that may lead to employment, for example
a Certificate Ill in Aged Care or Certificate Il in Office Administration, often without an
extensive understanding of the jobs they are becoming qualified to do. After some
experience working in these areas, individuals often decide that they would like to

pursue an alternative career path or course of study. Language and cultural barriers

! Western Refugees Pathway Group, Letter to Ministers, 19" September 2008 (Appendix 1)
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mean that ESL students are not always in a position where they are ready or eligible to
undertake a higher level qualification. As such, it is critical that these students do not
have their options restricted as a result of undertaking language courses. MCM
recommends that groups such as refugees, newly arrived migrants and those with
learning difficulties or disabilities should be exempt from eligibility criteria that require an
upgrading of skills in order to qualify for a government subsidised place or that such
students be given additional time in which they are exempt from upgrading qualifications

criteria.

2.14 Exemptions

While the reform statement provides some scope for institutions to offer exemptions to
individuals on a case by case basis, it specifically states that these exemptions will only
be available to people seeking training in specified areas of ‘critical skills shortages’ and
those who are ‘significantly disadvantaged in the labour market, for example through
redundancy’. In addition, there is only limited funding for the number of exemptions that
can be offered across the State over a two year period, funding which has not taken into
account the predicted rise in the number of redundancies in particular professions as a
result of the global financial crisis. While the experiences of those from disadvantaged
backgrounds could certainly be argued to meet the criteria of individuals who are
‘significantly disadvantaged in the labour market’, the lack of any guidelines or uniformity
around this exemption policy in addition to its already overstretched framework means
that it is unlikely to provide relief for individuals from disadvantaged backgrounds. As
such, additional exemptions categories, as outlined above, need to be implemented.
MCM recommends the removal of funding caps on the number of eligibility criteria

exemptions that institutions are able to offer.

215 Amirds Story

Amir has worked for a number of years, in relatively low paying jobs, and is keen to
acquire qualifications that will help improve his employment options. Amir has difficulty
paying fees to attend TAFE, and as such would welcome the introduction of an income
contingent loan scheme. However, while receiving HECS-HELP would provide some
financial relief in the short term, it is the material and course costs associated with study
that pose the biggest threat to Amir completing his studies and to accessing a place in

the course of his choosing. Amir’s training path is being guided by what he can afford to
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study and therefore will not necessarily follow the linear progression required for

eligibility to government subsidised places.

Amir is 21 years old. He came to Australia as refugee in 1998 and is now a permanent
resident. He successfully completed year 12 at a Melbourne high school. Since then he
has had consecutive casual jobs around Australia in a variety of factories and

warehouses.

| got a good ENTER score when | finished school. | was going to go to straight to uni,
but | thought | would work for a year first. Then you keep saying another six months
and time just goes. When | was at school | was living with my Aunty. She did everything
for me. Cooking, washing, everything. And paid everything for me. When | finished
school it was time to look after myself. If | had of gone straight into studying | would

have finished my Diploma by now. I keep thi

Amir has just commenced a Certificate IV in Logistics and has ambitions to continue on to
get his degree and possibly even undertake a further degree. Cost however, has been and
continues to be a major barrier to participation and prevents him doing the course that he
would really like to do.

| plan to go on to do the Diploma and maybe even the Degree. If | can afford it. Fees are

expensive. It costs $1200 to do the course. Centrelink helps. You have to pay $500 from

your pocket and they organise the rest. koo 1
pay $75 to start and then | have to pay $40
are on Newstart. Some weeks when | pay the

things just come up and you need more money. | live in a share house with some
mates. | have applied for a housing commission house, but you have to wait a really
l ong ti me. Me and my friend have both been

Ités not really secure.

There are a lot of other costs to study too. You need books and access to a computer.
You have to use the internet and print work. That costs money.

What | would really like to do is electrical engineering, but you really need your own
computer to do that. To do Logistics you can just get access to a computer and do it
that way, but to do electrical engineering you definitely need to be on the computer a
lot. You basically have to be on the computer every night. You really have to have your

own.

Therebés no way for me to get a compuftoeord tCna

The fees are the same for Engineering and |
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and a computer for engineering

Amir would be willing to accumulate a HECS-HELP debt to undertake further study, which
he believes is a better option than trying to pay fees whilst studying. He is also aware of
potential for increasing his earning capacity through study. However, for Amir, the

challenge is to meet living costs while he is studying.

I n the | ast 3 years | 6ve s aefactofies wndiwarehouses a
around Australia. l't6s not what I want . Th
hour. Thatdés why | am going back to study.
ltdéds fair if the government pays the Yoa eay

them back when you do. That makes sense. They help you and then you pay when you
can. | like that system. But you still have to be able to afford to go. On Newstart | was
getting $410 a fortnight and now when | am studying | have to change to Youth
Al l owance and you only get $300. I t doesn(
expenses with books and internet and transport and everything. And at least when you
are studying, you are helping yourself and
economy and for you so the government should help you do it. You pay rent the same
as people looking for jobs pay rent and you have more expenses so why should they

get more? It makes sense for government to help so more people get an education.

Amir’s ambitions also mean that he may not necessarily complete qualifications in a
progressive manner. Given he is unable to afford to do the course he would ideally like to
do, he may take an unconventional pathway to achieve his ultimate goal. For Amir, this
means that he is already aware that he may have to undertake more than one course at the
same level. This is a not because he is unsure of what he wants to do, but because he is

sure and is making decisions that will enable him to be able to pay his way.

| do want to do the logistics course. | think it will be interesting too and maybe | will get
a job and just earn some money for awhile. Then | could afford to get a computer and

then maybe | could do a Diplomainel ectri cal engineeri ng. aJve

just started so will see how | go and what | can afford.

2.16 Student Income Support

As Amir and Nora’'s cases demonstrate, fees can be a driving factor for students in
deciding what they study, whether this is in relation to the direct cost of course fees, or in
relation to associated course and materials costs. While fees, set at pre-July 2009
levels, posed some challenges to participation, in both these cases it was the costs of
materials required to undertake particular courses, as well as associated living costs,

that ultimately proved prohibitive. Therefore while measures such as VET FEE-HELP
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may, for some students, assist in minimising the barriers to participation posed by fees,
such measures will not work in isolation to increase participation at the higher levels.
MCM contends that the provision of support for course materials and adequate income
support would provide a much greater incentive for students to undertake VET courses
and / or to upgrade their qualifications. While fee assistance is important, it is less critical

if fees are maintained at reasonable levels and are subject to concession rates.

Melbourne Citymission recommends that further research is undertaken on the effects of
providing adequate income support on the VET participation and qualification levels of
students from disadvantaged backgrounds. In addition, MCM recommends that further
investigation be undertaken as to what constitutes an adequate level of student income
support. Consideration should also be given to ways in which supplementary support
can be provided to assist students from disadvantaged backgrounds to have access to

the materials and equipment needed to undertake any given course.
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3. Implications of Increased Competition within the VET Sector

While the Victorian Training Guarantee potentially gives students a wider scope to chose
what course they want to do and where they will undertake their training, Melbourne
Citymission also has some concerns about enhanced competition between training
providers for public money and the implications this could have on course quality, cost

and variety, as well as the additional support services that providers are able to offer.

3.1 Support

Public TAFEs and ACFE providers currently receive public funding which allows them to
offer a set number of places in particular courses, but also to fund a range of support
services that students are able to access at little or no cost. These services include
learning support, careers advice, welfare assistance, counselling, accommodation
assistance and childcare among others. While these services are largely funded by
charging an additional amenities and services fee, without continuity of funding through
predetermined student numbers, it is unlikely that institutions will be able to provide this
range of services. For many students, in particular for those experiencing financial
disadvantage or housing stress, these services can be critical to a student being able to
attend further education in the first place and / or to maintain their enrolment throughout

their studies.

3.2 Quality

Melbourne Citymission also has some concerns about what the impact of increased
competition between providers will be on the quality of courses being delivered. While
the Skills for Victoria paper specifies that providers will have to meet certain conditions
to be eligible to offer government subsidised training, it is unclear how this will provide
ongoing quality assurance. There are already significant concerns with the quality of
courses being delivered through a significant number of private RTOs, particularly for
international students. As pointed out by the ALP Education and Youth Affairs
Committee (2008:4), there are many private providers who are focused largely on profit,
rather than educational outcomes. As such they are able “to achieve satisfactory report
cards in the quality system, but in reality leave the training to employers and have a tick
and flick approach to assessment”. A large increase in the number of private providers is

likely to make quality even more difficult to monitor. As such it is critical that an effective
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quality assurance system that subjects public and private institutions to the same

assessment criteria is developed as a matter of urgency.

Further, with providers competing for students and able to offer price differentials, there
is a chance that many providers will limit course offerings to those that are the most cost
effective to run, leaving a shortage of providers in more expensive to run courses. Such
courses will most likely be left to public TAFEs to deliver. Given the increased
competition with private providers on the more profitable to run courses, TAFEs will be
left to deliver such courses with even less resources than they currently have available.
(NTEU 2008).

3.3 Adult and Community Education
While additional funding has been earmarked for the ACFE sector, it is not clear how this
funding will be used to support the survival of this sector amongst increased competitors.
The ACFE sector plays a critical role in assisting people to transition into accredited
training pathways. Courses are delivered at minimal costs to students and thereby
attract particularly high levels of low SES students. Further, course delivery is flexible,
informal and locally based, and often tailored to meet particular community needs.
These elements allow those traditionally excluded from formal education, including
people living in under resourced communities and those with low levels of prior
education, to access training opportunities and pathways that that they might otherwise
never have been able to access. Opening the sector to increased competition could
disperse rather than consolidate funding and thereby dilute the resources needed to
provide additional learning supports to these groups. As the Association of
Neighbourhood Houses and Learning Centres (ANHLC 2008) points out;

Aiif new private providers enter the ma

the expense of a Neighbourhood House or Learning Centre losing that funding),

the experience, skills and infrastructure will weaken or disappear from the House

or Centre. The private provider, in the face of changing commercial pressures,

may leave the area or cease to offer particular courses. The House or Centre

would then find it extremely difficult
MCM believes that the ACFE sector plays a vital and unique role in engaging people and
communities experiencing disadvantage. As such MCM recommends that further
investigation be carried out into protecting this sector from the adverse effects of

competition precipitated by these reforms.
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4, Conclusion and Recommendations

Melbourne Citymission is aware that the Skills for Victoria policy reform is already in its
initial implementation phase, with a planned roll out of various aspects of the policy over
the next 3 years. As such, the purpose of this paper is not to provide an alternative
policy platform for vocational education and training, but rather to foreground the
potential for the policy to produce unintended consequences for particular groups of the
population. The paper then attempts to suggest practical and workable amendments that
could help alleviate any unintended outcomes as well as to identify those issues that

need further investigation or long term monitoring and evaluation.

4.1 Recommendations for immediate amendment / introduction

MCM Recommends that:

e That appropriate information, advice and resources about the extent and
implications of the policy changes are provided to community
organisations, job network providers, careers councillors, school support
services and other organisations involved in providing case management,
advice and support to young people about employment, education and

training pathways.

e Fees for those eligible for concession be maintained at the January 2009
concession rates.

e The current eligibility criteria and rates for concession, as at January 2009,

be maintained for Diploma and Advanced Diploma courses.

e A cap be placed on the amount that institutions can charge for full-fee

places.

e Students who enter university through a VET or ACFE pathway should
have their FEE-HELP debts merged and that this merged debt should not

exceed that of the total university FEE-HELP debt for that particular course.
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e The eligibility criteria relating to upgrading existing qualifications be

applicable to students aged 25 and over, rather than 20 and over.

¢ Individuals who are returning to study after a specified period, (nominally
10 years), are exempt from the upgrading qualifications criteria.

e Groups such as refugees, newly arrived migrants and those with learning
difficulties or disabilities should be exempt from eligibility criteria that
require an upgrading of skills in order to qualify for a government
subsidised place or that such students be given additional time in which

they are exempt from upgrading qualifications criteria.

e The removal of funding caps on the number of eligibility criteria
exemptions that institutions are able to offer.

¢ That an effective quality assurance system that subjects public and private
institutions to the same assessment criteria is developed as a matter of

urgency.

4.2 Issues for further investigation

MCM Recommends that further research be undertaken on:

e The effects of providing adequate income support on the VET participation

and qualification levels of students from disadvantaged backgrounds.

e What is areasonable upper limit for full-fee charges, and that this be set at
a level commensurate with the future earning capacity of the course being
undertaken.

e What constitutes an adequate level of student income support.
Consideration should also be given to ways in which supplementary
support can be provided to assist students from disadvantaged
backgrounds to have access to the materials and equipment needed to

undertake any given course.
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e Protecting the ACFE sector from the adverse effects of competition
precipitated by the Skilling Victoria reforms.

4.3 Issues for Longitudinal Monitoring and Evaluation

MCM Recommends Independent Monitoring and Evaluation of the following
issues be undertaken on a longitudinal basis:

e The impact of increasing fees by measuring the proportion of students
from low SES backgrounds undertaking TAFE courses from 1% July 2009,
according to the level of course, the movement between qualifications and
completion rates.

e The proportion of students entering university through TAFE pathways
following the introduction of higher fees and FEE-HELP loans in Diploma

and Advanced Diploma courses.
e The long term implications for students incurring debt through an income
contingent loan scheme, including monitoring the time taken to pay pack

fee help debts (impact on buying a house, having children).

e Therate of increase in fees for courses with FEE-HELP eligibility.
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