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Introduction

Purpose
1. The purpose of this paper is to:

· propose an indicative timeline and process, and outline the issues on which feedback is sought
· invite feedback from the industry training sector on the proposed timeline and the list of issues identified as requiring action, and

· outline the process for the sector to work with the TEC.
Background

2. The Tertiary Education Commission (TEC) currently has a set of seven operational policies that provide both external and internal guidance on a number of industry training issues (refer to the list of policies in paragraph five). Industry training that is funded from the Industry Training Fund must be undertaken in accordance with the TEC’s operational policies. 

3. The industry training operational policies were created in 2000 and were last updated in 2006 to reflect current government policy. An internal stocktake of the set of operational policies has been underway at the TEC during the first half of 2009. This is the first time since the inception of the policies that sector consultation on their content and structure has been conducted. 

4. The operational policies are now at a stage where external consultation is required to ensure that they are fit for purpose and aligned with the current and future direction of industry training.
5. The seven industry training operational policies to be considered are:
	· Industry Training Organisation (ITO) Recognition and Industry Coverage 

	· Training Programme Eligibility

	· Trainee Eligibility

	· Leadership on Skill and Training

	· Collective Employee Representation

	· Employer Choice

	· Joint Ventures and Amalgamations


6. Specific areas within these operational policies will be raised for consideration by the sector along with possible options for change, as suggested by the TEC. Feedback from the sector will be invited on each of these policies and the options throughout the consultation process.

7. The TEC recognises that there may be some gaps within the current set of operational policies. Feedback around specific areas that are not currently covered will also be welcomed during the consultation process.

Consultation and feedback

8. This document presents the following components for industry training sector consultation and feedback:

· an indicative timeline and approach (outlined in paragraph 12)
· a set of principles informing this work (outlined in paragraph 21) and

· a list of key areas and issues where consideration needs to be given to possible operational policy changes (Appendix One).

9. Additionally, the TEC invites comments on any other matters relating to industry training operational policy that the sector believes need attention.
Due date for feedback

10. All feedback relating to timeline, approach and other industry training operational policy issues (as outlined in this paper) should be emailed to industrytrainingprogrammes@tec.govt.nz. Representatives from ITOs are also welcome to contact their TEC Investment Managers to discuss feedback prior to submitting it.

11. Feedback would be appreciated as soon as possible, but no later than 5pm, Friday 10 July 2009. All feedback should include the subject line “ITO operational policy – feedback” and use the relevant feedback template (appendix two refers).

Timeline and Approach

Proposed timetable

12. An indicative timeline has been developed and is summarised in Table One. Feedback is welcomed on the merits and feasibility of the indicative timeline, including any suggested amendments.

Table One
	Phase
	Activity
	Date

	Phase one – initial consultation
	· TEC presentation of the scope of work at June Industry Training Federation (ITF) policy meeting

· Expressions of interest to work with the TEC on specific policies invited from ITO representatives through the ITF.

· Sector consultation on the proposed timeline, approach and content
	mid-June 2009 – end July 2009

	Phase two – operational policy consultation
	· ITF representatives consider operational policies (listed in paragraph 5)

· Discussion of TEC developed options and recommendations held between ITF representatives and the TEC Steering Group

	August –     mid-September 2009



	Phase three – further operational policy consultation
	· Wider sector consultation with ITOs based on agreements between the ITF representatives and the TEC Steering Group
	mid-September – end October 2009

	Phase four – finalisation of operational policies 
	· TEC Steering Group consider sector feedback
· TEC publication and distribution of final set of operational policies
	mid-October – end November 2009


13. The first phase will commence upon presentation of this paper at the ITF policy meeting in June and will involve the initial consultation as outlined in Table One. Expressions of interest to work with the TEC on specific policies will be requested from ITOs by the ITF at this meeting.

14. Phase two will involve discussions between representatives of the TEC Steering Group and the ITF representatives with the aim of developing agreed recommendations to present to the wider sector.

15. Phase three will involve wider sector consultation and members of the industry training sector (other than the ITF representatives) will be invited to consider and provide feedback on recommendations made by the ITF representatives and the TEC.

16. The final phase of the project will involve finalisation of the set of operational policy documents by the TEC, with consideration given to the feedback and advice received from the ITF representatives and the wider sector. The set of operational policies will be published and will replace the current set for use both in the sector and at the TEC.
ITOs interested in working with the ITF and TEC

17. ITOs will be invited to work with the ITF and TEC on specific policies and to assist with facilitating the process with the wider industry training sector. The representatives will also

· work with the ITF and TEC to propose and analyse options

· consult with and seek feedback from the wider industry training sector, and

· make recommendations to the TEC Steering Group as required.

18. ITOs will be invited to express interest in participating in this process through the ITF, at the ITF policy meeting in June.

Consultation
19. The TEC proposes the following level of consultation with the sector:

· the provision of regular sector updates via the TEC website and TEC NOW (for notification of new updates)

· the preparation of consultation papers, with normally a period of at least three weeks available for feedback, and

· consultation with ITF representatives to facilitate effective feedback and ensure that all appropriate opportunities for input are taken.

Issues
20. Appendix One contains a list of possible issues, grouped into a series of broad areas. The issues in question have already been discussed with the ITF and were identified via a number of processes, including the initial TEC internal stocktake of the set of industry training operational policies.
Principles

21. The process will be based on the following principles:

· drawing on relevant experience and expertise across the industry training sector

· exposing proposed changes to rigorous sector and expert scrutiny

· achieving as much sector agreement as possible about the best resolution for issues raised, and

· continuing to ensure ongoing value for government investment in industry training.

Conclusion

22. The TEC looks forward to receiving feedback on the approach outlined in this paper. It is hoped that working collaboratively with the industry training sector to ensure that the best outcomes are gained for industry training and that government funding continues to be well invested.

Appendix one – Issues
	Area
	Number
	Issues

	Approval of qualifications for funding purposes
	1
	The current policy associated with the approval of qualifications for funding purposes (eg National Certificates, Limited Credit Programmes (LCPs) and Supplementary Credit Programmes (SCPs)) needs to appropriately balance the importance of maintaining a simple system with the flexibility to respond to industry and trainee need. 
For example, there may be scope to consider how the current policy appropriately enables the completion of qualifications as well as smaller blocks of learning that may be associated with particular skills. 

There may be merit in updating this policy in relation to matters such as:

· whether the current policy associated with Limited Credit Programmes (LCPs) support progression to National Certificates; and
· whether the current policy associated with Supplementary Credit Programmes (SCPs) support the ongoing professional development of industry trainees.



	Financial matters


	2
	Any examination of financial matters relating to ITOs needs to take account of various factors which relate to the business models and cost structures of ITOs. 

As a specific activity, the documentation that support ITOs to complete the ‘PM-18’ report may require updating to take account of the matters such as:

· the uses to which funding from the Industry Training Fund is put;

· the differing business models and cost structures of ITOs;

· the treatment of reserves;

· the treatment of funding associated with the Modern Apprenticeship programme; 

· greater clarity in relation to the administrative costs associated with ITOs; and

· the treatment of payments to employers by ITOs.
There may also be scope to link this work to existing analysis of the characteristics of high-performing ITOs.



	
	3
	The policy regarding the Industry Cash Contribution needs clarification including:

· whether it would be appropriate to set an explicit minimum level of cash contribution; 
· to what extent account should be taken of differences between industries;

· to what extent may non-financial contributions be taken into account;

· the principles underpinning the measurement of this component; and

· what implications would a low level of industry cash contribution have.


	
	4
	In contrast to other Tertiary Education Organisations, there is no guidance to ITOs in relation to subsidies. There may be merit in considering the introduction of such a policy. This is because there is some concern that the payment of subsidies to employers may be counter to the intent of the industry cash contribution. 
There will also be a need to better understand the purpose of these payments particularly where they are being used to provide incentives for activities that may be desirable from the perspective of performance.



	Gazetted coverage


	5
	The policy relating to the gazetted coverage of ITOs requires clarification, particularly in relation to areas where there is a perception that coverage may be held by more than one ITOs. There may also be merit in clarifying the extent of each ITO’s obligations with regard to the industries within its gazetted coverage. This review may provide scope to develop more consistent methods for describing the coverage of ITOs. 



	
	6
	The policy regarding the standard-setting role of ITOs needs clarification. This is because of possible confusion regarding the relationship between industry coverage and the standard setting role.  



	
	7
	As part of applications for extensions of industry coverage, the TEC is required to give regard to the desirability of avoiding the unnecessary duplication of effort. The TEC has been examining the possibility of developing a metric test that assesses the extent to which potential duplication of effort may arise.  This work may also inform the development of other metric tests for other matters that the Minister must have regard to when recognising ITOs. 



	
	8
	Concerns have been raised about the operational policy relating to the employer of choice provision. What changes could be made to ensure the ongoing relevance of this provision? There may, for example, scope to support the use of clusters to support individual employers, and provide a more effective balance between encouraging appropriate competition and ensuring excellent service is provided to employers.  



	Audit of ITOs
	9
	The TEC currently engages Audit New Zealand to undertake regular audits of ITOs in relation to aspects of governance, and financial and trainee management. Are there any changes necessary in order to ensure that these audits more appropriately identify areas of risk?

Important considerations including the importance of: 

· aligning this work to the evaluation and monitoring system being implemented by NZQA;

· supporting ITOs to strengthen their governance systems; and

· ensuring a cost-effective approach.



	Making performance information available
	10
	Concerns have been raised that the performance of ITOs that receive Government funding are not sufficiently open to public scrutiny. These concerns could be addressed by greater public access to selected performance indicators.
This work will need to consider the appropriateness of the current performance indicators for ITOs. 



	Evidence-based decision making


	11


	There may be opportunities to invest a portion of industry training funding in response to strategic pressures arising from changes in the economy. What factors might the TEC consider when making these strategic investment decisions? 



	
	12
	The TEC has determined to re-allocate the funding arising from unused STMs on the basis of performance (ie retention and completion rates of trainees, participation by Māori, Pacific and female trainees, and industry cash contribution). There may be merit in further elucidating these criteria, and also better defining what is meant, from a funding perspective, by a high-performing ITOs. 

This work will need to ensure that any changes appropriately balance performance considerations with industry need. 



	
	13
	The TEC has recently introduced an investment framework for the Embedded Literacy and Numeracy funding for ITOs based on the size and complexity of the industries within the gazetted coverage of ITOs. Consideration should be given to how this and other metric information may be used to inform other investment decisions such as those associated with the Industry Training Fund, the Sector Leadership component of the TEO Component, and the Modern Apprenticeships programme. 



� The TEC Steering Group’s membership includes Group Managers from the Tertiary Network directorate and the Government Services and Policy Advice directorate at TEC.
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