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A modern VET system to deliver the skills we need 

Business NSW absolutely agrees with the need for a modern VET system to deliver the skills 

we need. However, Business NSW has concerns around some of the draft recommendations 
in this chapter, particularly around alternative pathways into trades. 

Overall, Business NSW feels that the Productivity Green Paper does not fully recognise the 
importance of VET in skills development and the productivity benefits arising from training, 

including in service industries. While qualifications may not necessarily be required for a 

particular position, training can lead to an increase in the quality of labour and productivity, 
by equipping employees with greater skills and knowledge (and possibly fostering greater 

effort), supporting flexibility throughout careers and delivering foundational skills that can 
sometimes be lacking (see recommendation 3.3).  

The answer to the question on page 65, “So why has the VET system declined so 
dramatically, despite it being seemly so well supported by industry and government?”, is 

complex. However, a key reason that is not considered in detail by the paper is the reduction 
in funding to the VET sector over the last 10 years.  

Total NSW and Commonwealth Government funding to the VET sector in NSW was $2.3 
billion in 20185. In 2010, this figure was $1.95 billion6 – representing a decrease in funding 

over the last 8 years in real terms. Funding has not kept pace with population growth, growth 

in salaries, infrastructure investment nor the growth in government funding to other education 
sectors over that same period. 

The Expert Review of Australia’s Vocational Education and Training System (Department of 

Prime Minister and Cabinet, 2019) found that government funding for VET is the lowest of 

the three education sectors. In 2016-17, funding to the VET sector was around $12,500 per 
FTE, compared to $22,000 per FTE in higher education and $15,000 per FTE in schools.7 

VET qualification costs are increasingly being met by students and employers. Funding 

inconsistency and uncertainty hinders the ability of providers to meet the demands of 

students and businesses, with businesses frequently reporting that VET courses, particularly 
in regional areas, are often full, cancelled or unavailable due to funding constraints. While 

there may be other reviews occurring regarding VET funding, the impact of the reduction in 

funding is still worthy of further consideration as part of this process, particularly the 
correlation between declining enrolments in the VET sector and funding reductions. 

Further, the VET system should not be conceived as a narrow system aimed at young 

people and solely delivering apprenticeships and traineeships. Over half of the 1.37 million 

total VET students in NSW in 2019 were over the age of 30. For apprenticeships and 
traineeships, over 30 per cent of students in training were over the age of 25 (NCVER, 
Apprentices and Trainees, December 2019 collection). 

While there are a multitude of reasons for long-standing skills shortages, there remain 

significant issues around awareness of these shortages, and more joined-up thinking 
towards this issue would help.  

A key reason for air-conditioning mechanics being in such shortage, for example, is evident 

in VET in schools’ data. The Certificate III in Air-conditioning and Refrigeration is only 

                                                           
5 Australian Government. Productivity Commission. Report on Government Services 2020.  
6 Australian Government. Productivity Commission. Report on Government Services 2012. 
7 Department of Prime Minister and Cabinet. 2019. Expert Review of Australia’s Vocational Education and 
Training System. 
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Further, there are opportunities to consider increased flexibility in on-site training, such as at 

an employer’s place of work. Alternatively, industry representatives could be supported to 

attend training centres and deliver industry specific current practices. Currently, the 
requirement for trainers to hold a Certificate IV in Training and Assessment acts as a barrier 
to qualified tradespeople becoming trainers.  

The instances of people already working in an industry without formal recognition could be 

addressed more simply by ensuring a robust and transparent Recognition of Prior Learning 

(RPL) process. While Business NSW is not a Registered Training Organisation (RTO), we 
are aware that the current NSW Smart and Skilled payment structure disincentivises RTOs 
from completing RPL.  

The Smart and Skilled Fee Administration Policy10 states: 

Where RPL is granted, student fees are calculated as follows: 

o The fixed cost of the qualification will be reduced by 50 per cent of the 

proportion of UoCs (Units of Competency) granted RPL. 

o The variable cost will be reduced by 50 per cent of the total cost of each UoC 
granted RPL. 

In addition to the financial disincentive of providing RPL instead of delivering the full 

qualification, RPL is a time-consuming process not regularly undertaken and which can vary 
greatly. Specific providers could be funded to regularly undertake RPL on a frequent basis 
for specific occupations.  

Improving recognition between VET and university and providing greater clarity for students 

would enable greater movement between the two sectors as people’s occupational needs 

change. Research indicates that people will have a variety of jobs during their career. Even if 
they have the same job over many years, they may require different skills that may originally 

have required a degree but now require a formal VET qualification. More transparent RPL 
processes that support movement between different educational institutions would increase 
productivity. 

The recommendation around unqualified juniors is already at least partially addressed by the 

availability of School-Based Apprenticeships and Traineeships (SBAT). Greater flexibility 

could be introduced for SBATs that enable apprentices to complete the first two years of the 
apprenticeship at school before transitioning to full-time. This would not require significant 
changes to the current system.   

Recent research conducted by Apprenticeship Support Australia NSW (unpublished) 
demonstrated the merit of SBATs for both employers and students. 

Three-quarters of young people who had started a SBAT agreed that the experience had 
given them an advantage over those who hadn’t started one. Further, the self-reported 

unemployment rate from completed SBAT participants was only 4.3 per cent – far lower than 
the NSW state-wide youth unemployment rate of 9.4 per cent. 

Overall, 88 per cent of young people who had commenced an SBAT were likely to 
recommend it to a friend. 

Despite these positive outcomes, our research found that students were far less satisfied 

with the support received from their school or teacher than any other aspect of the SBAT. Of 

concern is that many current and former SBATs identified timetabling barriers that made it 

                                                           
10https://www.training.nsw.gov.au/forms documents/smartandskilled/contract/fee administration policy 2020.pdf 
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Further, the Deakin University report Making Micro-Credentials Work offers a number of 

sensible recommendations to support the roll-out and uptake of micro-credentials (Deakin 

University, 2019). These include identifying how micro-credentials are aligned with formal 
qualifications and ensuring that they deliver robust occupational outcomes. 

























   
 

21 

adjustments can be made rapidly when conditions demand it. As discussed in 
recommendation 6.4, predictions of travel behaviour are subject to greater than usual 
uncertainty, which will need to be considered in any fare review. 












