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NCVERAbout the research

An overview of vocational education and training in Australia and its links 
to the labour market 

Brian Knight and Peter Mlotkowski, NCVER

Understanding Australia’s vocational education and training (VET) system can be daunting for observers. 
This paper, funded by the Department of Education, Employment and Workplace Relations, was 
therefore prepared for the research team undertaking the Organisation for Economic Co-operation and 
Development’s (OECD) Learning for Jobs VET Policy Review that visited Australia in April 2008. 

This report is intended to make the VET system and its inner workings more comprehensible to observers. 
The authors have also included some critical commentary on various aspects of the system—strengths, 
weaknesses and possible alternative approaches. This draws on the extensive body of research and 
statistical information on VET that the National Centre for Vocational Education Research (NCVER) has 
published, along with information from other agencies, particularly the Australian Bureau of Statistics (ABS).

Since this report was prepared in early 2008 there have been a number of significant developments, 
including:

ß the deterioration in Australia’s medium-term economic outlook in the wake of the world financial 
crisis. One would hazard that skills shortages will not feature so obviously among current issues over 
the next year or two

ß the release of the Review of Australian Higher Education: Final Report. If its recommendations are 
implemented, then the structure of the tertiary education sector will change significantly

ß the establishment of Skills Australia, a body to advise on Australia’s current, emerging and future 
workforce skills needs and workforce development needs

ß an increasing emphasis on competition and contestability. Notable here is the initiative in Victoria to 
build a VET system based on individual entitlements, which can be exercised at whatever provider the 
student chooses

ß a move from an ostensibly input-focused federal system to one focused on results, meaning that states 
and territories now have greater certainty of funding and flexibility in how they achieve their agreed 
service delivery outcomes 

ß through the Productivity and Participation COAG (Council of Australian Governments) Working 
Group, the establishment of long-term training targets 

ß increased investment in the VET system, including expansion of training places through the 
Productivity Places Program, the introduction of trade training centres in schools and targeted 
infrastructure to improve the quality of teaching and learning in the sector.

While this report has not incorporated these developments, and more recent statistics have become 
available, the information and the key messages it contains are still relevant.

Tom Karmel
Managing Director, NCVER

Informing policy and practice in Australia’s training system …
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Figure 5 Employment by industry, Australia, 1997–2007 
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Source: ABS (2008). 

Workforce qualifications profile 
Shah and Burke (2006) observe what they call ‘skills deepening’ in occupations in Australia—the 
trend of percentage increases in the number of workers in an occupation with a post-school 
qualification after allowing for employment growth—and project that 71.2% of workers in 2016 will 
have some post-school qualification (29.6% higher education and 41.6% VET). We reconcile this 
projection with the qualification profile of the workforce in 2007, where 59.0% of workers had a 
post-school qualification (24.0% higher education and 34.3% VET) (appendix table 5).  

The relationship between qualification levels and labour force status is striking. People without a 
post-school qualification have an unemployment rate more than double that of people with a post-
school qualification, and more than triple that of people with a bachelor degree (appendix table 5). 
This result is consistent with the human capital model, which in Australia has become the 
dominant way of thinking about the links between education and training and the labour market. 
Under this model, education and training are seen as an investment in an individual’s productive 
capacity, and are motivated by an expectation of a return on that investment. That is, an individual 
invests the cost of tuition and his or her time on the basis that he or she will end up with a better 
job (Karmel 2005).6 

Key drivers of skill demand 
Longer-term structural change in the occupational profile of the workforce is the best indicator of 
changing skill demand. Table 6 of the attachments clearly shows that employment growth in the last 
decade in Australia has been driven by the managerial and professional occupation groups. Between 
1997 and 2007, the number of employed associate professionals and professionals in Australia 
increased by 1018.6 thousand (or 43.2%), while the number of managers and administrators increased 
by 256.5 thousand (or 40.9%). By contrast, employment growth in the intermediate and  

                                                      
6 Lathapipat (2006) argues that average post-schooling investment behaviours are different between males and females. 

Specifically, the way in which males and females view the trade-off between lower initial earnings from investing in 
post-school education and higher growth rates of wages with experience is different. This may account for the 
observed male–female wage gap, which in 2001 saw males on average earning 14% more than females in Australia.  



lower occupation levels was: weaker but still strong (intermediate clerical, sales and service 
workers), very slight (labourers and related workers) and virtually non-existent (advanced clerical 
and service workers). 

Skills utilisation 
Mismatch between supply and demand 
Karmel and Mlotkowski (2008) provide a picture of VET skill utilisation in the labour market by 
looking at data from the Student Outcomes Survey, specifically the match between what people 
study and the jobs they get. While this match is high for the trades, it is much lower for other 
courses. However, most courses provide graduates with relevant employment skills and there are 
only a couple of courses—notably those for arts and media professionals, and sports and personal 
service workers—for which quite sizable proportions of graduates report that their training is of 
little or no importance to their destination occupation. Table 7 of the attachments presents these 
findings aggregated at the major occupational group level. 

Another way in which the mismatch between skill supply and demand may be measured is through 
migration program outcomes, specifically the number of short-term migrants to Australia under the 
temporary 457 visa (an employer-demand driven business visa), and the number of permanent 
arrivals under the skilled migration program. Table 8 of the attachments (sourced from Cully 2006) 
shows that Australia is a clear net gainer in terms of the inflow and outflow of skilled people. The 
net gain of skilled people, both permanent and temporary, in 2004–05 was 45 900, more than 
double what it was in 1997–98. 

Recent job vacancy data also provide an indication of the mismatch between labour supply and 
demand. Compiled by the Department of Education, Employment and Workplace Relations 
(DEEWR), the skilled vacancy index (SVI) increases as the count of skilled job vacancies in major 
metropolitan newspapers goes up. Looking at the longer-term trend, trade vacancies remain 
historically high, although well below the peak of July 2004. The skilled vacancy index for 
professionals has been trending downwards, indicating weakening demand for these occupations 
over the last decade. 

Figure 6 Skilled vacancy index, Australia, 1996–2007 
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Attrition 
Martin (2007) takes the number of people in a five-year age cohort in an occupational group at one 
census and compares this with the number in the same cohort (now five years older) at the next 
census. This calculates the minimum number of people who must have entered or left an 
occupational group during the period between censuses (1996 and 2001). The exercise is useful 
because it allows comparison of flow patterns between occupations and across cohorts, effectively 
providing a picture of skill utilisation through the life course. 

People enter occupational (skill) groups in varying ways (appendix table 9). Males and females enter 
managerial occupations up until their early 40s, and then there are net outflows from these 
occupations at subsequent ages. There are net inflows of women into professional occupations 
until the mid-40s, while net outflows of male professionals start earlier, at the mid-30s. Most trade 
entrants are male, and they enter trade occupations before their 20s, with net outflows thereafter. A 
similar pattern of early net attrition exists for men in the intermediate and lower skill occupations. 
By contrast, women are more likely to enter these occupations at older age groups. 

Over-skilling 
Mavromaras, McGuinness and King Fok (2007) analyse qualitative data from the Household, 
Income and Labour Dynamics of Australia (HILDA) survey and measure the incidence of over
skilling by education level (appendix table 10).7 They find that 57.8% of workers report their skills 
and abilities are well matched to their current job, while 30.6% report to being moderately over-
skilled, and 11.5% report to being severely over-skilled. The incidence of moderate over-skilling 
varies little by level of education: the incidence of moderate over-skilling is approximately equal for 
the lowest educational attainment (below Year 10) and the highest educational attainment 
(university graduates). By contrast, the incidence of severe over-skilling differs by level of 
education, dropping from 18.3% for workers with the lowest educational attainment to 8.9% for 
university graduates. 

This measure of over-skilling is derived from responses to the statement: ‘I use many of my skills and abilities in my 
current job’, with scores on a 7-point scale available. 
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Australia’s VET system


Australia has developed a national VET system to replace the essentially state-based systems that 
previously existed. Arrangements to develop a system of nationally recognised training with inbuilt 
quality assurance provisions began in the 1990s and are now largely complete. Most of the new 
arrangements are embodied in the Australian Quality Training Framework. At various points the 
Australian Government has provided funding to the states to promote the development and 
implementation of new national arrangements. 

The national VET system 
A national quality assurance framework 
Evolving from the original Australian Recognition Framework (ARF) during 2001, the Australian 
Quality Training Framework is the national set of standards and aims to assure nationally 
consistent, high-quality training and assessment services for the clients of Australia’s vocational 
education and training system. It was last updated in 2007. 

The AQTF has three components: 

• the essential standards for registration of training organisations (registered training organisations) 

• the standards for registering bodies 

• the voluntary excellence framework (described in more detail below). 

A training provider wishing to deliver and assess nationally recognised vocational training and issue 
nationally recognised qualifications in Australia must demonstrate its ability to comply with the 
Essential Standards for Registration. This includes a requirement for registered training 
organisations to gather information on their performance against three quality indicators: employer 
satisfaction, learner engagement and competency completion. 

Registering bodies are responsible for registered training organisation compliance with the 
standards and for assuring the quality of the training and assessment services they provide, in 
accordance with the AQTF and relevant legislation within each jurisdiction. Currently, the National 
Accreditation and Recognition Agency (NARA) is being established to allow more efficient 
management of AQTF implementation for registered training organisations that deliver in more 
than one state or territory. 

It should be noted that many registered training organisations design, deliver and assess 
unaccredited VET programs, but the AQTF standards do not apply to this activity. Also, additional 
standards apply to some registered training organisations, including those that deliver training to 
overseas students studying in Australia and those that deliver Australian VET programs in other 
countries and issue Australian qualifications. 

Nationally recognised qualifications 
At the heart of the accredited VET system are nationally recognised units of competency and 
qualifications specified in national training packages, plus a small number of national courses 
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developed under the Australian Recognition Framework that have not been replaced by training

package qualifications. Competency standards are set out in national training packages, which also

specify the combinations of units of competency that are required for each recognised qualification.


Under the previous state-based arrangements students could be required to repeat studies they had

already completed because some providers did not give credit. However, under the AQTF

registered training organisations are required to give credit for any units of competency or

qualifications completed with another registered training organisation. This process has been

expedited by having nationally recognised units of competency and qualifications. These

considerations become relevant when a student wants to undertake additional training to upgrade a

part-qualification (that is, a statement of attainment) to a full qualification, or where qualifications

are ‘nested’ so that a qualification at a lower AQF level forms part of the requirements for one at a

higher level.


Recognition arrangements for existing competencies

The AQTF provides a number of mechanisms for recognising existing competencies:


•	 recognition of qualifications or units of competency completed with another registered 
training organisation 

•	 credit for subjects completed in other sectors, such as higher education or the upper 
secondary school system 

•	 recognition of prior learning, an assessment-only pathway which allows knowledge and skills 
acquired through employment or other life experiences to be assessed and credit given. 
However, studies have shown that these arrangements are not necessarily cost-effective for 
registered training organisations or students (Hargreaves 2006 and supporting references). 

Excellence Criteria 
The Excellence Criteria, which is part of the AQTF, builds upon many aspects of the AQTF 
Essential Standards for Registration explained in the section above. Implementation of the 
excellence framework will begin with a small trial, to be conducted over the first half of 2008. 

The framework seeks evidence of coordinated and strategic approaches to quality and continuous 
improvement across all aspects of the registered training organisation, including high-quality 
learning and assessment, client focus, and engagement of industry and communities. It offers 
registered training organisations an opportunity to voluntarily evaluate and improve their 
performance through internally focused activities and to apply for formal recognition through an 
independent external evaluation. The framework consists of five inter-related criteria, which are 
based on internationally recognised business excellence models and principles that have been 
customised to reflect the unique characteristics and priorities of the VET sector in Australia. The 
five criteria of excellence are: 

•	 leadership 

•	 learning and assessment 

•	 people development 

•	 relationship development 

•	 integrated information management. 
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VET policy-making and planning 
Role of the VET ministerial council 
The peak government body responsible for VET policy and planning is the Ministerial Council for 
Vocational and Technical Education (MCVTE), which complements the Ministerial Council for 
Employment, Education, Training and Youth Affairs (MCEETYA). These peak ministerial 
councils provide a mechanism for developing and implementing national policy in a constitutional 
environment in which the formal authority for education and training rests with the states. A 
practical effect of the peak ministerial councils is that national policy development and 
implementation planning proceed consultatively and there is generally in-principle agreement and 
commitment to new policy directions by the Australian Government and state governments by the 
time formal ministerial decisions are taken. A weakness of these arrangements is that states, on 
occasions, modify agreed national policies during the implementation phase, no doubt to 
accommodate local circumstances. 

In the last 15 years the ministerial councils have had ultimate responsibility for a number of 
significant developments in VET in Australia. These include: 

•	 employer involvement in the development of the formal VET system via industry representation 

•	 adoption of an Australian Qualifications Framework covering all post-compulsory education 
and training 

•	 implementation of a national training framework (now the AQTF), including provision for 
recognition of prior learning and mutual recognition of national qualifications and units of 
competency across states and providers 

•	 national training packages that apply to a majority of occupations where VET is relevant 

•	 a national apprenticeship and traineeship system, supported by Australian Government 
incentive payments to employers 

•	 funding agreements for VET that have allowed Australian Government Specific Purpose 
Payments (SPPs) to be made to the states, with formal accountability arrangements 

•	 the VET in Schools initiative (recognised VET undertaken as part of a senior secondary 
certificate) 

•	 better regulation and quality assurance for VET delivery to overseas students in Australia 
and offshore 

•	 support for a national training market; for example, through the policy of User Choice, which 
allows employers and their apprentices and trainees to choose the registered training 
organisation that will deliver the formal part of the training contract. 

Role of the Council of Australian Governments8 

On occasions, VET issues arise where action is taken at the highest levels of government. The 
mechanism for this is the Council of Australian Governments (COAG), which comprises the Prime 
Minister of Australia, the premiers of the six states and the chief ministers of the two territories. 
Recent VET issues addressed by COAG (2006) include: 

•	 elimination of interstate barriers to trade recognition in some occupations, where tradespeople 
qualified in one state could not work in their trade in another state without further assessment 

•	 competency-based rather than time-based completion provisions for apprentices and trainees 
to allow them to be qualified and able to work in their field as soon as they are competent 

This information has changed since the report was completed. See ‘About the research’. 
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•	 accelerated development of a national outcomes-based auditing model and stronger outcomes-
based quality standards for registered training organisations 

•	 the need to increase the number of people training at AQF diploma and advanced diploma 
levels to meet anticipated future skill demands 

•	 improved processes and funding for recognising the existing skills of people entering training 
so that workers do not have to repeat or undertake training for skills they have already acquired 
on the job 

•	 greater sharing of labour market information among governments and government agencies to 
allow regional skill shortages in strategically important areas to be identified and addressed. 

The National Quality Council 
The National Quality Council (NQC) is a committee of the VET ministerial council. Established in 
2005, this council comprises representatives from government, industry, equity groups, unions, and 
training provider and employee organisations. The National Quality Council aims to oversee and 
support the current and future quality of vocational education and training in Australia. It 
collaboratively developed the current version of the AQTF and will continue to monitor it on the 
behalf of all ministers. 

Role of the state training authorities 
Each state has a government agency—a state training authority—responsible for implementing and 
managing the AQTF within its jurisdiction, for managing publicly funded VET provision and 
undertaking state-level policy development and planning for VET. The state training authorities 
also represent their jurisdiction at national level and are responsible for the funding that states 
receive from the Australian Government as specific-purpose payments for VET. 

It should be noted that not all publicly funded VET activity is managed by the state training 
authority. VET in Schools, for example, is funded and managed by state education departments, the 
training of personnel in the emergency services and public health systems is generally planned and 
funded by the government department responsible, and training for prison inmates is usually 
funded and managed by state corrections departments. 

Although the great majority of publicly funded VET provision is managed by state training 
authorities, the Australian Department of Education, Employment and Workplace Relations has 
some management responsibilities relating to VET delivery in addition to its national policy 
development role. These include management of a number of Australian Government programs 
where funding flows directly to: 

•	 providers, in areas such as literacy, numeracy and Indigenous education and training 

•	 individuals, such as an income-contingent loan scheme (fee-help) for diploma and advanced 
diploma qualifications, and income-support payments to students 

•	 employers, particularly the incentive payments for apprentices and trainees. 

Role of industry and employers 
Australia has a range of formal and informal arrangements that provide employers and employer 
representatives and unions (often referred to as ‘industry’) with the opportunity to participate in 
VET policy development. These arrangements exist at the national, state and local levels. Official 
statements often suggest that Australia has an industry- or business-led training system (Australian 
National Training Authority 2004; Department of Education, Science and Training 2007). 
However, closer scrutiny of the various arrangements and how they operate in practice suggests 
that industry engagement has led to a system that is a partnership between business and employers 
on the one hand, and the national and state governments and government agencies on the other. 
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Organisations representing non-government providers, employees and specific interest groups also 
have a key role in some areas. 

For practical reasons, governments usually deal with peak bodies that represent employers rather 
than individual employers. Various national and state industry bodies in Australia represent 
employers with common interests. They include: 

•	 Australian Chamber of Commerce and Industry (ACCI), the peak council of Australian 
business associations with a member network of over 350 000 businesses represented through 
chambers of commerce in each state 

•	 Australian Industry Group (AiG), which represents about 10 000 employers in manufacturing, 
construction, automotive, telecommunications, information technology including call centres, 
transport, labour hire and other industries 

•	 Business Council of Australia (BCA), an association of the chief executive officers of 100 of 
Australia’s leading corporations, with a combined workforce of over one million (about 10% of 
the labour force) 

•	 National Farmers’ Federation (NFF), the peak national body representing farmers and 
Australian agriculture more generally. 

Employer representatives participate in the development of policy and strategic directions for the 
national training system through their involvement on a range of advisory bodies. At the national 
level the major formal arrangements where there is a statutory or administrative requirement for 
industry representation and advisory input include: 

•	 the National Industry Skills Council (NISC), which provides advice directly to ministers— 
specifically, to the Ministerial Council for Vocational and Technical Education—about training 
needs, including workforce planning and future training priorities 

•	 11 industry skills councils (ISCs), which provide industry intelligence to the VET sector about 
current and future training requirements, including industry skill reports (NCVER 2007f, p.8). 
A specific responsibility of each industry skills council is development and maintenance of 
national training packages. This provides employers with a mechanism for identifying the 
competencies and qualifications they need and incorporating these in national training 
packages, promoting alignment between the knowledge and skills that VET students acquire 
and what employers need 

•	 the National Quality Council, which is responsible for initiatives to enhance the national 
consistency and quality of training and advises the Ministerial Council for Vocational and 
Technical Education on changes to the Australian Quality Training Framework 

•	 the national action groups and taskforces that provide advice on training requirements and 
strategies for Indigenous Australians, people with a disability and others who are disadvantaged 
or have special needs 

•	 a variety of specialist bodies, such as the Australian Qualifications Framework Advisory Board, 
the National Training Statistics Committee, the Board of the National Centre for Vocational 
Education Research and various temporary advisory committees. 
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Figure 7 Industry involvement in the national VET system 
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Source: Department of Education, Science and Training (2007). 

At state level industry representation is also extensive, including: 

•	 the state training boards, which provide advice to state governments and agencies on training 
needs and priorities and on state policy 

•	 the industry training advisory boards (ITABs) that exist in some states; in some cases large or 
strategically important individual employers are also represented 

•	 licensing authorities for occupations or industries where statutory requirements exist for 
specific VET qualifications or skills. 

•	 state economic development and related boards, which provide advice to the state governments 
on broader economic issues, many of which relate to training and skills development 

•	 upper secondary curriculum and assessment boards, whose responsibility includes VET 
programs developed to meet the needs of upper secondary school students. 

Formalised local arrangements also exist in many states and frequently require industry or employer 
representation. Examples include: 

•	 regional development advisory bodies 

•	 the boards or governing councils of public TAFE institutes and not-for-profit 
training organisations 

•	 the boards of Australian technical colleges 

•	 school councils in the public, Catholic Church and independent school systems. 

Because the Australian VET system functions as a market, albeit a constrained market in the case 
of recognised or publicly funded VET provision, there are numerous opportunities for employer 
associations and individual employers to engage with providers and other organisations. In some 
cases this leads to specific arrangements or purpose-designed training programs to meet specific 
needs. In the public sector, state training authorities generally promote and support these 
informal arrangements. 

Role of VET providers 
A number of peak bodies represent providers, including TAFE Directors Australia (TDA) 
representing the publicly owned TAFE institutes, and a number of peak bodies representing non-
TAFE providers, the largest of which is the Australian Council of Private Education and Training 
(ACPET). Through their representatives providers are involved in planning and policy 
development for the VET system, particularly in areas such as financial protection schemes and 
quality assurance arrangements for overseas students undertaking VET in Australia. 
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Governance arrangements 
Governance arrangements for the VET sector are complex because of Australia’s federal system 
and the involvement of organisations in both the public and private sectors. It should be noted 
that, with few exceptions, businesses in the public and private sectors in Australia are subject to a 
range of statutory requirements that apply regardless of the industry. 

Role of governments9 

Where VET funding flows from one agency to another, the management and accountability 
requirements attached to the funding form part of the governance arrangements. Examples of this 
include the reporting requirements relating to the funding that the Australian Government 
disburses directly to the states and to registered training organisations to deliver training, the 
funding that the state governments disburse to TAFE institutes and other registered training 
organisations and the incentive payments that the Australian Government makes to employers of 
apprentices and trainees (NCVER 2007c, pp.7–10). 

Important governance and accountability arrangements apply to training activity funded under the 
triennial agreements between the Australian Government and the states. As a condition of receiving 
Australian Government funding, states are required to maintain their own financial commitment to 
VET and their total level of training activity, as measured by nominal hours. States are also required 
to meet specific targets in agreed areas, such as skills-shortage occupations. An annual performance 
report is produced for the VET system and is tabled in the Australian Parliament. Reflecting the 
fact that statistical systems were built to underpin this reporting, good information is available for 
activity that is funded under the Australian Government agreements with the states, but the 
information that is currently available for other VET activity is generally inadequate for policy-
making and planning purposes. 

For the TAFE sector, governance arrangements vary between the states. In some states the TAFE 
institutes are completely owned and managed by government and have relatively little autonomy, 
although these states have sought to separate their dual role as a purchaser and provider. Teaching 
and other staff are employees of the state government. In other states the TAFE institutes are 
autonomous or semi-autonomous organisations with a governing board or council. They enter into 
service delivery contracts with the state training authority, and these contracts also specify reporting 
and accountability requirements and provide for full or partial recovery of funding if contractual 
requirements are not met. Similar governance arrangements may apply to funding received from 
other sources. Where TAFE institutes are autonomous or semi-autonomous, teaching and other 
staff are generally employees of the institute, not the state government, although salary and other 
conditions may be linked in some way to those that apply to government employees. 

Role of employers 
Australia’s arrangements for developing accredited VET programs have been refined and 
increasingly formalised over an extended period. Throughout this time there has been extensive 
employer and business involvement and this is now embedded in the processes. 

Competency standards 
Recognised VET in Australia is competency-based; that is, ‘… it focuses on what is expected of an 
employee in the workplace rather than on the learning process; and embodies the ability to transfer 
and apply skills and knowledge to new situations and environments’ (National Training Board 1992, 
p.29). Before the introduction of national training packages in the late 1990s a number of peak 
employer bodies had developed national competency standards for the skills that were required in 

This information has changed since the report was completed. See ‘About the research’. 
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their industries, metals and engineering being a prominent example. The National Office of 
Overseas Skills Recognition (NOOSR) also developed competency standards for professional and 
skilled occupations, with advisory input from industry. 

The process of development and maintenance of industry competency standards has been 
progressively refined and formalised and is now part of the national training package processes (see 
below). Under the present arrangements, employer representatives are extensively involved in 
developing Australian competency standards through the industry skills councils, whose 
responsibilities include national training package development. 

National training packages 
Training package development and endorsement has a high level of employer involvement through 
their representatives on the industry skills councils. In the early years of their establishment national 
training packages were often described as being ‘developed by industry for industry’, indicating the 
central role that industry would play in their development and maintenance. In 2007 the National 
Quality Council adopted new principles and processes for training packages. The role of industry is 
to ‘drive continuous improvement through setting the scope and timing of work’ and ‘providing 
Australia wide expert advice throughout the development, validation and sign off stages’. A key 
objective, adopted because earlier training packages processes could not respond quickly to new or 
changing industry needs, is a ‘highly responsive process capable of meeting industry’s needs and 
priorities for new skills’ (Department of Education, Science and Training 2007, p.2). 

The process for training package review also requires considerable employer involvement. It 
includes an environmental scan or ‘stocktake’, with input from enterprises and employer 
representatives, as does the subsequent continuous improvement plan (Department of Education, 
Science and Training 2007, pp.7–8). The national consultations that inform the development or 
redevelopment process should also involve key enterprises and employer representatives, and 
industry validation is required ‘to ensure that the content and structure of new or revised units of 
competency, skill sets, qualifications or Training Packages meet industry’s specified needs’ 
(Department of Education, Science and Training 2007, p.16). The final stages, leading to agreement 
and endorsement, also involve key industry stakeholders, enterprises and employer representatives. 

It should be noted that a small number of large Australian enterprises have been permitted to 
develop their own training package, with the scope limited to the enterprise. The need to ensure the 
confidentiality of sensitive information has been one of the reasons for these exceptions. 

Funding and financing VET 
Funding sources for VET activity 
VET activity in Australia is funded from three main sources, governments, employers and 
individuals. Government expenditure on training is about 0.5% of GDP (this does not include 
expenditure in schools and higher education). Expenditure by individuals is largely unknown, 
except for their contribution to operating revenues in the public VET system. The expenditure of 
employers on training is not known with any certainty, but the limited information available 
suggests that it is roughly the same as government expenditure. 

In the public VET system the funding sources for activity (delivery hours) are split between the 
Australian Government, state governments, fee-for-service domestic students and full-fee-paying 
overseas students. In 2006 in the public VET system (appendix table 18): 

• 81.3% of activity was funded by Australian Government and state government recurrent funding. 

• Fee-for-service domestic students made up 24.1% of all students, but funded 12.1% of activity. 

• Full-fee-paying overseas students, who mainly study full-time, funded 3.8% of VET activity. 
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Incentive programs 
Both Australian and state governments have encouraged participation in VET through numerous 
incentive programs. The most prominent example is the incentives programs that accompany the 
apprenticeship and traineeship system (rebadged as Australian Apprenticeships in 2006). The 
incentives programs include, or have included: 

•	 commencement and completion incentives for employers 

•	 incentives for employers to encourage existing workers to take up apprenticeships and 
traineeships 

•	 Commonwealth Trade Learning Scholarships for successful completion of the first and second 
years of training in the traditional trades 

•	 the living away from home allowance 

•	 funding for registered training organisations developing fast-tracked apprenticeships 

•	 work skills vouchers, aiming to encourage mature-aged Australians (25 years or older) to 
complete Year 12 or enrol in a vocational certificate II course 

•	 the Tools For Your Trade initiative, providing work equipment worth up to $800 for 
approximately 40 000 apprentices and trainees undertaking training in skill shortage areas 

•	 higher technical skills incentives, including a payment of $4000 for diploma and advanced 
diploma qualifications, particularly in engineering fields (Woyzbun forthcoming). 

In addition, apprentices and trainees may now be eligible to claim social security payments, through 
the Youth Allowance, Austudy or Abstudy income support schemes. 

Financing the VET system 
The public VET system as a whole is financed through revenues received from the Australian 
Government and state governments, fee-for-service initiatives, student fees and charges, and 
ancillary trading and other services. In 2006, operating revenues reached $5324.7 million. The 
Australian Government and state governments were the primary sources of operating revenues. 
State governments contributed $2840.9 million (53.4% of total revenue), while the Australian 
Government contributed $1231.9 million (23.1%). Fee-for-service initiatives contributed 
$728.6 million (13.7%). Ancillary trading and other services brought in $279.7 million (5.3% of total 
revenue), while student fees and charges contributed $243.6 million (4.6%) (appendix table 11). 
Operating expenditures were $5490.6 million in 2006. This figure was made up of: employee costs 
($3286.1 million or 59.8%), supplies and services ($1325.4 million or 24.1%), payments to non-
TAFE providers for VET delivery ($366.9 million or 6.7%), depreciation and amortisation 
($265.4 million or 4.8%), and grants and subsidies ($246.9 million or 4.5%) (appendix table 12). 

Delivery of VET 
Delivery arrangements for VET vary depending on whether the program is accredited or 
unaccredited. The principal role of VET providers—registered training organisations and others— 
is the delivery, assessment and certification of accredited VET programs and, in the case of 
unaccredited VET programs, their development. Many providers have close relationships with 
employers or employer bodies and many deliver training to niche industries, subject areas and 
groups of students on a full-cost recovery basis. 

The implementation of the AQTF and the associated development of national training packages 
added considerably to the flexibility available to registered training organisations, learners and 
employers because these developments shifted the focus of VET more towards the final outcome 
and placed less emphasis on the learning pathway followed to achieve competence. Under the 
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AQTF, assessment and certification of nationally accredited VET programs must be undertaken by 
a registered training organisation. Auspicing possibilities also exist, whereby delivery is done by a 
provider that is not a registered training organisation, but with the assessment and certification 
conducted by a registered training organisation. This arrangement is widely used for VET in 
Schools programs. Developments such as these have also attracted criticism and have led to a 
number of high-profile inquiries, such as the 1999 Inquiry into the Quality of Vocational Education 
and Training undertaken by the Australian Senate, and to philosophical differences between the 
approach to learning taken in schools and higher education (Harris et al. 1995, p.14ff). 

The delivery of recognised VET programs has changed over time. Before the 1990s the great 
majority of recognised VET was delivered and assessed in classrooms and teaching workshops in 
public TAFE institutes. There were some exceptions to this, for example: 

•	 the on-the-job component of the training programs undertaken by apprentices and trainees 
(although the off-the-job component was still done at TAFE) 

•	 programs that were made available by correspondence, an option established to make access 
easier for students in Australia’s extensive rural and remote areas 

•	 programs that needed to be delivered in closed or protected environments, such as youth or 
community detention centres, prisons and sheltered workshops. 

However, pressure was building from a number of sources for more flexible delivery arrangements 
as an alternative to classroom or campus provision. Many employers of apprentices and trainees 
wanted them to spend less time in formal off-the-job training, arguing that much delivery and 
assessment could occur in the workplace without compromising the quality of the training 
provided. Employers also wanted recognised VET programs to meet their specific needs, leading to 
TAFE and other VET teachers spending more time at workplaces and some industries and 
individual employers setting up their own registered training organisation to facilitate this. 
Computer-based options for delivery were becoming more readily available and affordable, 
supported by the high level of internet access and take-up among Australians, and many VET 
providers saw online provision as an opportunity to expand their business. 

In the public VET system in 2006, 6.8% of recognised VET delivery occurred in the workplace, 
75.2% was campus- or classroom-based, 5.3% was in online or other off-campus modes, with 12.7% 
in other or non-applicable modes (appendix table 18). Computer-based modes of off-campus 
delivery have not grown as expected. Research has shown that most VET students prefer to have 
some face-to-face contact with their teachers and fellow students, and for providers it is not 
necessarily an efficient option because subject completion rates tend to be low unless there is regular 
contact with the students and the economies of scale that flow from larger classes are not available. 

A number of options allow young people to undertake recognised VET while still at school 
(Knight 2008): 

•	 VET in Schools: nationally recognised VET undertaken as part of a senior secondary certificate, 
an option introduced in 1996 that has grown steadily. Delivery and assessment can be done by 
the school if it is a registered training organisation, a TAFE institute or a non-TAFE registered 
training organisation. In 2006 close to 40% of upper secondary school students participated in 
a VET in Schools program. 

•	 Vocational subjects developed by the state education authorities and delivered by schools: many of these 
subjects were introduced in the 1980s when retention rates to Year 12 increased as a result of 
high youth unemployment and fewer opportunities for young people who left school early. 

•	 Enrolment in a recognised VET program outside school hours: including the formal part of a school-
based or part-time apprenticeship or traineeship: the latter option became available at the 
beginning of 1998, although take-up until recently was low (about 6000 in 2000, 14 000 in 2005 
and 17 000 in 2006 [NCVER 2001, p.6; NCVER 2007e]). 
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Studies show that school students who intend to go to university are half as likely to do VET at 
school (20%) than those intending to go to TAFE (40%) or obtain an apprenticeship or traineeship 
(40%). Future job opportunities and the intention to do an apprenticeship or traineeship are strong 
factors in students electing to do VET while still at school. Regional variation is also evident, with 
one in three students in remote areas undertaking VET at school, in contrast to one in four 
students in regional areas and one in five in the major cities (Department of Education, Science and 
Training 2005a, p.i). 

Unaccredited VET programs can be delivered by registered training organisations or other training 
providers, but government funding does not usually apply. In some cases the programs are part of a 
standard suite of courses offered periodically by providers, such as adult and community education 
and continuing education organisations, or they may be specific, one-off programs developed to meet 
the needs of a group of learners, an industry or an employer. Delivery arrangements can be very 
flexible, with employers often arranging for workplace provision because it results in less downtime. 

How well does the VET system operate? 
Cost and output measures 
There is no one comprehensive barometer of the efficiency and effectiveness of the VET system. 
Four separate measures are presented here, covering different aspects: load pass rates of VET 
activity, graduate findings from the Student Outcomes Survey, apprentice and trainee completion 
rates and government expenditure per hour of VET activity. 

Load pass rates represent the ratio of successful hours of VET activity to all assessable hours of 
VET activity. Based on this measure, the efficiency of the VET system is improving, with the 
overall load pass rate increasing from 76.4% in 2002 to 78.5% in 2006. By age, load pass rates are 
highest for older persons (40–64 years of age) and lowest for young people 15–19 years of age 
(appendix table 13). The pass rate for VET in Schools activity (55.4%) is considerably less than for 
the public VET system (NCVER 2008b). 

Another way to measure the efficiency of the VET system is to look at the outcomes experienced 
by those who graduate with a VET qualification. One outcome we should be interested in is the 
difference a VET qualification makes to a person’s chance of being employed, accepting the view 
that VET is predominantly about acquiring skills to be used at work. The Student Outcomes Survey 
finds that the overall difference in the proportion of VET graduates employed before and after 
training was 7.0% in 2007. This difference was greater for training undertaken as part of an 
apprenticeship or traineeship (12.4% against 4.9% for non-apprentice or trainee training) (appendix 
table 14). However, we must also be mindful of the match between what people study and the jobs 
they get. Table 7 of the attachments shows that the match between intended and destination 
occupations of VET activity is poor in the majority of occupations, technicians and trades workers 
being the obvious exception. This result is less worrying than it first appears, as research by 
NCVER suggests that rather than providing specific training, in many cases VET is seen as 
providing a generic preparation for employment (Karmel & Mlotkowski 2008). 

Of more concern than the low level of matching between what people study and the jobs they get 
are the low completion rates observed for apprentices and trainees. Overall, around half of 
apprentices and trainees in Australia do not complete their training (appendix table 15). Individual 
completion rates are 50.8% overall and highest for advanced clerical, sales and service workers, one 
of the occupational groups opened to traineeships in the 1990s. Individual completion rates for 
tradespersons and related workers, the occupational group most associated with the traditional 
four-year apprenticeship, are 49.5% overall, but vary considerably, from 64.3% for the mechanical 
and fabrication engineering trades and 59.6% for the electrical and electronics trades, to 41.2% for 
hairdressers and 34.3% for food tradespersons. 
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Finally, government expenditure per hour of VET activity, a measure of how efficiently VET is 
delivered, has been declining in recent years, although significant differences between states exist 
(appendix table 16). While this indicates increasing efficiency, the phenomenon known as ‘hours 
creep’—the tendency for the nominal hours of training for VET programs to gradually increase 
over time—needs to be kept in mind. 

Measures of employer engagement with VET 
The periodic Survey of Employer Use and Views of VET is a key source of information about the 
extent to which employers engage with the VET system, as well as their views about how important 
and successful VET is. Some key findings from the most recent survey are presented here. 

In 2007, 54.0% of all employers used the VET system (down from 57.1% in 2005). This was the 
result of: 

•	 33.3% of employers having jobs requiring vocational qualifications 

•	 29.1% of employers having at least one apprentice or trainee 

•	 22.1% of employers having staff undertaking nationally recognised training not as part of an 
apprenticeship or traineeship. 

A high percentage (71.0%) of employers used informal training, while only 13.9% of employers 
provided no training for their employees (appendix table 17). 

The Survey of Employer Use and Views of VET also provides information about employer views 
on the importance of the VET system, as well as their level of satisfaction with it. In 2007, of those 
employers who required a vocational qualification as part of a job requirement, 90.1% considered 
the VET system important to meeting their skill needs, although a slightly smaller percentage 
(80.8%) were satisfied that the VET system was meeting those needs. Of those employers with 
apprentices or trainees, a similar discrepancy between importance and satisfaction was found, with 
91.1% of employers considering the VET system important to meeting their skill needs, while 
83.3% were satisfied that the VET system was meeting those needs (appendix table 17). The survey 
also found that more employers believe their usage of apprentices and trainees, nationally 
recognised training and unaccredited training will increase in the next three years than those who 
believe it will decrease, and the margin is quite substantial (38.8% against 8.3% for employers 
providing nationally recognised training). 
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