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GoVvERNMENT NOTICE

DEPARTMENT OF EDUCATION
No. 1207 4 November 2005

FURTHER EDUCATION AND TRAINING ACT, 1998 (ACT NO. 98 OF 1998)
NATIONAL FUNDING NORMS AND STANDARDS FOR FET COLLEGES

CALL FOR COMMENT ON THE DRAFT NATIONAL FUNDING NORMS AND
STANDARDS FOR FET COLLEGES

I, Grace Naledi Mandisa Pandor, Minister of Education, after consultation with
the Council of Education Ministers, hereby invite comment from the public and
interested parties on the proposed policy contained in Annexure A of this

document.

All comments should be in writing and must reach the Department of Education
no later than 16 December 2005.

Written comments, which should indicate the name and postal, e-mail and
telephone contact details (if available) of the person, governing body or
organization submitting the comments, may be sent to:

Mr D Hindle
Director-General: Education
Attention: Ms E Lubbe

By post: Department of Education
Private Bag X895
PRETORIA
0001

By fax: (012) 312-5968

By e-mail: lubbe.e@doe.qov.za

Gl mctsr

Minister of Education
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Proposed new funding norms for FET colleges

Funding will be a key instrument for influencing the responsiveness
of FET institutions to the achievement of national goals, the
enhancement of the performance of the system, and widening the
participation and the promotion of equity and redress

Education White Paper 4

Department of Education discussion document

26 September 2005
Status: Draft for public comment
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1 What this document does

This document provides proposals for funding norms for public further education and
training, as required by section 19 of the Further Education and Training Act. The focus is
very much on the funding of public FET institutions, the institutions that constitute the main

focus o fthe FET Act.
The documeiit is produced as follows:

= The FET Funding Task Team, comprising key people from a range o f stakeholder groups,
including PEDs, colleges, and employee organisations, provides overall guidance to the
policy formulation process.

®= An internal DoE FET Funding Technical Team oversees the technical policy and data
analysis work undertaken in the DoE, and organises the meetings of the FET Funding

Task Team.

® An economist and a policy analyst in the Planning and Monitoring Branch of the DoE
with a background in technical and vocational FET perform the actual policy formulation
and data analysis work needed for the development of this document.

2 The FET funding policy history

Ofconcern in this policy development process is the fiinding oftechnical and vocational FET.
The funding of general FET in schools is not a direct concern — this funding system is dealt
with largely through the National Norms and Standards for School Funding and the so-called
Post Provisioning Norms. What is clearly of concern is a range of post-1994 policy proposals
relating to the funding of FET institutions, ofteii referredto as the FET colleges.

It is important for both the published and unpublished policy proposals produced to be
considered. The unpublished documents bften contain details that were too technical to
include in the public documents, but are useful in the policy formulation process.

The following policy proposals stand out:

® Report of the National Committee on Further Education: A framework for the
transformation of further education and training in South Africa (1997). Chapter 8 of
this document provides strategic direction and some practical options relating to the
funding of FET colleges. Pro-poor funding, a focus on outputs, and a system of
‘programme-based funding’ received emphasis. The authors borrow fairly strongly from
the British system. In the report as a whole, the point is made strongly that FET colleges
lack responsiveness to the country’s needs. However, because the report lacks an
adequate socio-economic framework, it is not made very clear what colleges ought to be
respondingto.

* Green Paper on Further Education and Training (1998). Chapter 5 of this document
focuses on funding. This documeiit provides a stronger socio-economic framework than
the 1997 Report, though it has been criticised for not adequately linking this framework to
the policy options. The Green Paper is much stronger on DoE-DolL linkages than was the
1997 Report.

* Education White Paper 4. A programme for the transformation of Further
Education and Training (1998). WP4 more or less summarises the 1997 report and the
Green Paper with respect to funding.
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* Further Education and Training Act (1998). Chapter 4 of the FET Act deals with the
funding of public FET institutions. The Act IS less detailed than WP4 with respect to
funding. and it requires the Minister to publish norms and standards dealing specifically
with fiinding.

= |nvesting in South Africa’s FET system: Financial proposals to implement the
national strategy for FET (2003).This non-public document is intended to serve as an
advanced draft of tlie fiinding norms for FET colleges. However, its focus is strongly on
(important) matters of budgetary increases needed, and very little attention is paid to the
details of a pro-poor programme-funding system.

A rather comprehensive overview ofthe policy history is provided by HSRC (2004).
3 What will change
This section summarises the key differences between the old and new resourcing systems in a

inatrix that begins on tlie following page. Some of this is simply a restatement of earlier
policy. in particular White Paper 4, but some details are the outcome of new work.
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4 Proposed funding norms

The left-hand column of the two wide columns in the matrix that follows is the proposed
policy text. This is what would be published as a government notice, were the proposals
accepted. The contents of the right-hand column are intended to provide readers with
important background infonnation that will assist in understanding the proposed policy texts.

If the policy text is not sufficiently clear, it may be necessary to move some of the
background information into the policy text.
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Appendix A The formula funding grid (AnnexureA in final policy)

The programmes appearing in the formula fiinding grid are iiot formally defined as
programmes for the pol-poses of the FET fiinding system (at least iiot yet). However. they are
actual courses appearing in the Central Johannesburg College website, and in the websites of

the DolL and SAQA.
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Appendix B Diagrammaticrepresentationof the formula funding system

Below, a diagrammatic representation of the formula funding of programmes,

centages/fractions are in itafics.
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Appendix C The curriculum framework

It is important to understand the correspondences between the predominant FET college
curriculum. i.e. NATED. and the post- 1994 curriculum system. This has serious implications
for the funding of FET colleges, in particular given the fact that FET is a provincial service.
whilst HE is a national service. —

The diagram below illusirates the linkages and elements.

" There are six vocational fields in the NATED system. Two, business studies and
engineering, stand out as they account for 90% of FTEs. The NATED vocational fields
are more or less like the twelve learning fields (or organising fields) of the NQF. For
example. the vocational field 'business studies' is more or less the equivalent of the
Learning Field 'business. commerce and management studies’. Just as the learning fields
of the NQF are broken down into sub-fields, so the vocational fields of NATED are
broken down into 32 vocational programmes (also called sub-fields). These elements

simply describe

* In the NQF, the smallest bit of learning is the unit standard, and several of these
comprise a qualification. These terms are very clearly defined in the policies of SAQA.
A programme is only loosely defined in the SAQA policies, as something larger than a
unit standard and smaller than a qualification. Programmes are not used as an important
organising element in the NQF, although 'programme’ is a term often used in educational
debates. for instance in 'programme-based funding'.

* In NATED. the smallest bit of learning is the instructional offering (there are 626 of
them), and these fall within courses (there are 346 of these). A course may be something
like *N2 in electrical engineering'. NATED courses could he equated with either
programmes or qualifications in the NQF. Equating them with qualifications makes sense
insofar as NATED courses lead to National Certificates, and qualifications (at the FET
band) lead to National Certificates. However, there is a disjuncture here, because NQF
qualifications must embody at least 1,200 notional hours of study (this is about one year),
whilst the National Certificates of NATED are often based on much shorter trimester
courses. This then strengthens the argument for equating NATED courses with NQF
programmes. instead of NQF qualifications.

* NATED courses are either Ni, N2, N3, N4, N5 or N6, depending on how advanced they
are. In the engineering vocational field, the general practice with regard to full-time
students is for N1. N? and N3 courses to be covered within one year —each ‘N’ is referred
to as a 'trimester'. The same applies to the N4 to N6 courses. The general practice is for
students to be admitted into NI after they have completed Grade 10. However,
completion of Grade 9 is also a legitimate basis for entry into N1, It can be seen that in
terms of the duration of the courses, completion of N6 corresponds to completion of
Grade 12. Things work slightly differently in different vocational fields, but generally the
pattern is as explained here. This pattern has informed the diagram that follows below.

N4 to N6 courses ave often referred to as being above the FET hand, in other words within the
Higher Education band (see for instance the 2004 Quantitative Overview of colleges). Others
argue that only N6 courses fall into the HE hand. This in turn has led to debates as to whether
the HE courses should be offered in colleges at all, given that they are FET colleges. Some
Technikons implicitly regard N5 and N6 as post-FET by accepting students into HE who have
only completed N4. On the other hand, the fact that colleges themselves issue National
Certificates on completion of any of the N courses suggests that these courses all do belong
within the FET band. According to the NQF, National Certificates are issued within the FET
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band, and National Diplomas at the NQF level 5 part of HE. Colleges do issue some National
Diplomas, but only for courses higher than N6.

[NOTE THAT THERE 7§ ¥0 PAGE 71.PAGE 75 FOLLOWS THIS PAGE.
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Appendix D The skills levy and FET colleges

By 2004/05, tlie revenue raised by the skills levy defined in the Skills Development Levies
Act of 1999 had reached over R4.55n. This is more than half of what gets spent annually on
Higher Education in the country, and over three times what is spent annually on the FET
college sector. The FET college policy documents all make it clear that colleges should to a
much greater degree than in the past participate in the skills development market created by
the skills levy funds. How this participation should occur should be based partly on a clear .
understanding of the how this market operates. At the same time, however, past and present
practices should not place an undue restriction on innovation in the utilisation of these funds.

This appendix provides an overview of the skills development system in the country, firstly
be focussing on the various elements in the system, and secondly by focussing on processes
that ore would expect colleges to participate in. After the overview, some remarks are made
with regard to opportunities and challenges for FET colleges.

The information was obtained largely through an examination of documents and web pages of
the Department of Labour and the following SETAs: W&RSETA, SERVICESETA,
ETDPSETA. THETA and MERSETA. The first four SETAs were chosen because some
colleges report that they have worked extensively with them, and MERSETA because it is the
largest SETA in the country in terms of levies received, and also represents the sector in
which colleges conclude the most partnerships.
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Processes of the skKills development system

The following are key processes of the skills development system that FET colleges are
already to some extent involved in. Deeper involvement is inevitable, and this will have to
come with serious consideration of ways in which participation in the processes, or the
processes themselves. can be made more efficient. Clearly, all these processes have cost
implications for colleges, and this must be dealt with through some or other funding

mechanism.

Establishmentof learnerships

Although SETAS must take the step of registering a learnership programme with DoL, many
SETAS stress that all players, but in particular providers, need to make inputs into the process.
Colleges would be well placed in terms of their experiences and knowledge to both propose
new learnerships, and be actively involved in the design of individual learnership
programmes. It is not clear how much work this involves. Many of the learnership
programmes referred to on the SETA websites are simply references to existing qualifications
on the SAQA website - obviously iftlie qualification did not exist previously, then designing
tlie learnership would also involve interacting with the SAQA structures in designing the
qualification and unit standards. It is important to keep in mind what makes learnerships
special. namely that they include experiential workplace learning and an agreement with an
employer. Colleges should play an important role in advising SETAS and employers o1
optimum mixes of classroom and workplace training, based on logistical, curriculum and
fiinding considerations. Classroom time is probably more costly than workplace time — the
learner’s pay must be paid wherever the learner is, and in the classroom the cost of an
educator's time is incurred. It therefore seems important to carefully gauge whether grant
amount offered by the SETA is adequate to cover contacttime, planning and assessment time,
and workplace visiting time to the extent that the qualification can be realistically achieved.
There is clearly a need for careful planning and financial analysis on the part o f colleges.

The SETASs acknowledge there are serious policy gaps with regard to the content and fiinding
of skills programmes. as distinct from learnerships. Given that colleges are a potentially
important provider of skills programmes, college involvement in this policy process seems

necessary.
Provider accreditation

Generally. there are two types of provider accreditation. A provider may acquire ‘institutional
accreditation' with the SETA covering the provider's main sectoral focus (the assumption
being that providers have one of the 25 sectors as their main focus). Secondly, a provider that
has already acquired an institutional accreditation with one SETA may acquire 'learning
programmes accreditation' with any other SETA. The idea is that a provider should only
obtain institutional accreditation with one SETA. Memoranda of Understanding (MoUs)
between SETAS have been concluded to deal with the sharing of information and common
standards between SETAS with respectto provider accreditation.

FET colleges all enjoy institutional accreditation with Umalusi as far as the SETAS are
concerned. Over and above this, however, it seems as if learning programmes accreditation is
still a requirement. It is not clear how complex gaining this accreditation is. Gaining
institutional accreditation is a relatively lengthy process, involving site evaluations. FET
college staff have complained about the complexity of the accreditation processes they have
experienced with the SETAS. These have involved much time, and costs relating to the
upgrading of facilities to meet the standards ofthe SETAS.
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Concluding of learnership agreements

The initiation of each learnership agreement is largely a task intended for the employer.
However. a pro forma agreement between an FET college and the employer found on the
LGWSETA website (http://www.lgwseta.co.zalled/training.htm) Suggests a more pro-active
role for colleges, where they undertake much of the management of the learnership and tlie
liaison with the SETA. This pro forma agreement was developed by the Johannesburg Central

and Tshwane North colleges.

One SETA mentioned that providers could motivate for additional funding for the training
component of a learnership. as long as this occurred before training had begun. and with the
consent of the other two parties. FET colleges should be realistic about the cost of training,
and motivate strongly for funding over and above the SETA-determined funding levels if

necessary.
Assessment and certification of learners

All assessment Aowing from a learnership agreement is the responsibility of tlie provider.
With regard to certification, generally the SETA devolves certification with respect to
completion of unit standards to the provider, but retains the role of certifier of completed
qualifications. Clearly. the more SETASs that a college is involved with, the more costly the
transactions that must occur, partly because each SETAs systems and procedures are slightly
different.

Financial accounting

The paynient routes during the implementation of a learnership agreement can take one of two
forms (thrre may be other options, but two options seem common). In tlie one, the SETA pays
the employer the full learnership grant, and the employer then pays the learner the stipend and
the provider for the training. In the other form, the SETA pays the provider directly for the
training. and pays the employer the money for the stipend. The option taken would clearly
affect the required financial accounting. In the first option, the provider would invoice the
employer. and the control would presumably be the employer's satisfaction with the training
provided. Presumably, the college would be able to use tlie same invoicing format for all
employers. In the second option, the SETA may require the provider to account for spending
according to the SETAs own formats. No examples of such formats could be found, though
each SETA has a format in which the employer must account for training undertaken,
including the cost of training (this is in the Annual Training Report). It is currently not clear
which payment option is least efficient for colleges, but colleges would stand to gain from
promoting whichever option was the most efficient.

Summarv of college funding implications

If colleges are to capture a larger share of tlie skills levy market, and play a greater role in the
'skills revolution'. colleges need to strategise carefully with a view to making full use of
current strengths and to opening up new service avenues where there is a clear need and
colleges have a potential to deliver. Based on the foregoing facts and discussions regarding
tlie skills levy market, tlie following pointers seem important for colleges:

One: Maximise the learnership funding options and gauge carefully what can be offered
with the available funding

The grant available to the provider in the reimbursement system of around R6,000 is 87% of
the existing recurrent expenditure per FTE (fees plus public expenditure) of around R 10,500
(we should remember however. that the national average masks inter-provincial differences of
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as much as 80%). The R6,000 level of funding is a minimum, however. Depending on the
SETA in question. it can rise by as much as 100% for disabled learners, and by a smaller
percentage if learners are female. In addition, some SETAS make provision for an application
by providers for additional training funds if costs justify this. The amount earmarked for
administration of the learnership by some SETAS is another part of the grant to which
colleges can lay claim, depending on their involvement in the management o f the learnership.

The cost variables for the college seem to be mainly (1) class size (see comment on
economies of scale below), (2) time allocated towards classroom activities vis a vis workplace
activities. and (3} the level of effort required to manage the learnership and undertake, for
instance, visits to the workplace. Flexibility appearsto be provided by the absence of hard and
fast rules around the number of classroom hours required. As long as the unit standards can be
achieved, classroom time can be reduced to reduce costs. Determining which learnership
services are cost effective and which are not is a complex task, given the number of variables
(and the fact that SETAS have different rules). Clearly an analysis tool developed by the
sector as a whole would assist. It is a task that colleges must undertake to ensure that their
input into the learnership market is efficient and sustainable. There will be many service
options, including service options that SETAs and employers would like to promote, that are
not possible within the given funding regime.

Two: Explore more direct support to employers to bring them into tbe skills
development market

In 2004, around 80% of firms were still not claiming back their skills levies. Most of these
firms are smaller firms. FET colleges, due to their relatively wide geographical spread, are
well placed to advocate greater employer participation in the skills development market.
Local media could be used by colleges to advise employers on how to complete their WSPs
and how to implement these plans. This advocacy work could be strongly linked to the
marketing of services offered by colleges. Basically, colleges would design and promote
offerings that would be appropriate within the WSPs of local firms.

Three: Offer more curriculum development services directly to the SETAsS

SETAs and the NSF have fiinds available for curriculum development - both the
discretionary grant amounts and the administration amounts of the SETAS may be directed
towards this work. College staff are well placed to provide services in this regard. This could
serve as a first step towards specialisation of particular colleges in particular unit standards
and qualifications.

Four: Try to achieve economies of scale with respect to number of SETAs, number of
learners and number of employers

Due to the fact that each learnership agreement covers only one learner, one employer and
one provider, a common complaint is that it is difficult to achieve economies of scale with
respect to learnershiptraining. The answer would seem to lie in balancing responsiveness and
strategy. On the one hand. colleges need to be responsiveto local demand. On the other, they
need to strategise with respect to their optimal focus areas. Given that each SETA has, to
some degree. its own system of planning and reporting, it appears to make sense for colleges
to limit somewhat the spread of their focus across the 25 sectors, in order to reduce
administrative burden. To some degree this is already happening. In addition, economies of
scale can be obtained with regard to some learnership programmes by targeting larger firms.
Finally. uneconomically small classes need to be avoided.
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Five: Concentrate on the whole range of skills development activities

Much of the policy on FET colleges has focussed on learnership training. However,
learnership training is probably unlikely to take up more than 20% of the skills levy market —
currently the actual figure may be around 10%. The bulk of the market is made up of
activities funded by the ‘mandatory grants’, which comprise (as a maximum) 60% of the total
skills levy pool. Given that colleges currently account for only 1% or thereabouts of all skills
levy spending, there appears to be ample room for expansion both with respect to learnerships
training and other forms of training. Clearly, a large part of the focus of colleges should be on
what employers are currently including in their Workplace Skills Plans.
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Appendix E  Relationship between income quintiles and college enrolment

Labour Force Survey data 2001 was used to obtain a profile of college enrolment across
income quintiles.

Enrolment against income patterns

H College
© 0 School

Percentage of 16 - 25 yr olds

1 2 3 4 5
Quintile

The graph indicates that college enrolment is most common in quintile 4, and least common
in quintiles | and 5. This might support the hypothesis that there are two opposing factors at
play. On the one hand, fees in colleges, which are much higher than fees in schools to which
quintile | households have access, act as an access barrier for the poor. On the other hand,
perceptions that technical college education is a relatively low status type of education keeps
the rich, who have more education options, out of these institutions.
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Appendix F  Resourcing practices in other countries

This appendix presents the results of a scan of secondary level TVET resourcing practices in
other countries. This scan was undertaken partly to identify interesting approaches that could
be adapted to the South African situation, and partly to position the resourcing approaches
already captured in our policies, e.g. the White Paper. within an international context.

AUSTRALIA
The overall public and private system

Australia has around 4.000 registered training organisations (RTOs), of which some 85 are
public ‘institutes of TAFE' spread across 300 campuses (TAFE stands for Technical and
Further Education). TAFE offers some 95% of training hours in the country, so this sector
clearly dominates the market. Around 50% of the fiinding of the 4,000 RTOs is public, with a
ratio of national to sub-national funding {where sub-national means state or territory) of
around 70:30. Around 20% of 15 to 19 year olds in the country are enrolled in TAFE.

Governance at the national and sub-national levels

Since 1992, the Australian National Training Authority (ANTA) has been at the centre of the
macro level governance of publicly funded TVET. ANTA advises the national Minister of
Education on the offering of the service, and administers the bulk of public funding in this
regard, transferring most of it to sub-national ANTAs on the basis of policy and negotiated
agreements.

The resourcing of public institutions

The funding flows from tlie national to sub-national level, and from the sub-national level to
the TAFE institutes are based on a mix of formulas determined at the state level, and
negotiated business plans and performance contracts. Enrolment is expressed in terms of
student contact hours, or SCHs. Tlie average monetary amount per SCH differs from state to
state, in some cases by as much as 100%. Within a state, there is differentiation according to
the assumed cost of the type of programme being offered. The assumed costs are established
by researchers in the state governments. M.B. Get actual examples of the research and
calculations. |n the last decade. the average monetary amount per SCH has declined in real
terms, and this has caused tensions. It has also been argued that the monetary amounts are not
sufficiently sensitive to type of programme. and the location of the service provider. Output or
performance is iiot considered in any formulaic way when funding of institutions is
determined. Industry-driven 'competency standards' are cemmonly considered when
evaluating the quality of the service, though this does not directly or explicitly feed back into
the level of funding any institiition receives (though there could be an informal influence),
There is no explicit pro-poor funding formula in place, though introducing the one in
existence in the higher education system has received some serious consideration. Targeting
of disadvantaged students for enrolment is a policy imperative, and seems to be actively
pursued, though there are no hard quotas in this respect.

The state governments. and to some extent the state level Industry Training Advisory Boards
(ITABs). bodies representing industry interests, appear to have considerable say in
determining levels of enrolment. spread across programmes, and targeting of disadvantaged
students in the TAFE institutes. Institutions receive public funding on the basis of a
negotiated agreement in this regard. Tlie space that institutions have to themselves determine
the enrolments and programmes that the public funds will cover varies from state to state.
Increasingly. there is an understanding that tlie state government is purchasing the enrolments
per programme from the institution, and this implies diminishing manoeuvrability of
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institutions as far as the use of public funds is concerned. An under-supply of places in TAFE
institutions relative to demand (demand has been rising) puts pressure on institutions to
stretch the public funds to cover a greater number of SCHSs, and where institutions are able to
make efficiency savings, this is permitted, at least in certain states.

In some states, institutes of TAFE are themselves tlie employers of their staff. In New South
Wales. the country’s most populous state, tlie state is the employer, and posts are distributed
to institutions - this is similar to the South African post provisioning approach. In all states a
variety of employment modes, including many part-time modes, are used in order to meet the
demand for particular staff within the budget.

Fees comprise around 10% of the income of TAFE institutes. Most states cap tlie amount that
may be charged per SCH —in 2001 the capped amount averaged around one Australian dollar
per SCH. Around 25% of students qualify for fee exemptions on the basis of income, and
institutes themselves are expected to bear the cost of this.

TAFE institutes are free to conclude agreements to offer training privately. How much of the
TAFE's income is from completely private rendering of services? Financial accounting rules
require a separation of the publicly and privately funded services, in order to minimise
undesirable cross-subsidisation of private services using public funds. Around 10% of public
training funds go to completely private training institutions, which would be funded on a basis
similar to that applicable to the public TAFE institutes. The 10% figure is more or less a
conscious strategy of government. Funding private providers is in keeping with the
government’s commitment to a ‘national training market’ and ‘user choice’ approach to the

public funding of TVET.

Policy pressures

A decline in real terms in the funding of TVET over the last years has caused much political
tension. In 2004. the Prime Minister announced that the government would place renewed
emphasis in this area. and ensure that training was geared towards the needs of industry. Key
institutional changes currently occurring in Australia to underpin these policy shifts are the
abolishment of ANTA (during Z00S) and the creation of a new ministerial post, that of the
Minister for Vocational and Technical Education.

There do not appear to be major labour tensions relating to modes of employment in the
TAFE institutes.

Possible lessons for South Africa

* The strong emphasis on national institutional capacity for planning TVET, be it in the
form of ANTA or a separate Ministry, seems an important lesson.

*  The capping of fees is something we may want to consider.

*  Modelling carried out on an ongoing basis by Victoria to determine skills and training
demand in the region, in order to inform the supply of publicly funded training, seems
interesting (Australian National Training Authority 2001, 35-8).

BRAZIL
The overall public and private system

TVET in Brazil is explicitly spread across the primary. secondary and tertiary levels. At the
primary level (called ‘basic* in Brazil, and spanning Grades 1 to 8}, 2 million of a total of 35
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million learners are consideredto be in TVET. Here we concenirate on the TVET occurring iy
the secondary level, or Grades 9 to 11. At this level, around 450 public TVET institutions
cater for around 400,000 learners, whilst §20 private TVET institutions cater for around
300,000 learners. This is according to a major census of TVET undertaken in 1999. Most of
the 450 public institutions are run by states. 139 of them, however, are run nationally, by the
federal government. and are referred to as Federal Institutions of Technological Education, or
IFETs. Of the IFETs. 34 are Federal Centres of Technological Education, or CEFETSs, and
much of the political attention around the strengthening of TVET has focussed on the
CEFETs. Though predominantly secondary level institutions, the CEFETs have also
increasingly been branching into post-secondary TVET.

Parallel and rather separated from the system of public institutions, is a system of industry-
driven training that is well-established and is often regarded as a model for innovation in
Latin America. The industry-driven system is known as the *S System’, and revolvesaround a
training body For the commercial sector, SENAC, one for the industrial sector, SENAI, and a
few smaller ones. (These bodies are similar to our SETAs, though they are more autonomous
than the SETAs. and fewer in number.) A legal framework requires employers to contribute
financially to the training bodies. and to send employees to them for training, some for full-
time pre-service training. SENAC’s skills development broadcasts, some of which span 600
radio stations. and involve rigorous and ongoing evaluation of the quality of content via
student and media surveys, are regarded as models of best practice. SENAI runs ‘incubator
programmes* in which trainers coach small and emerging entrepreneurs through the steps
needed to improve their businesses. Banks are involved in the programmes, and this facilitates
access to loans. These programmes are highly centred around the trainee. and have received
very positive assessments.

SENAC and SENAI also receive some funding for training off the regular government
budgets.

Governance at the national and sub-natigunal levels

In the Ministry of Education. TVET is managed by SETEC, a secretariat dedicated to this
function. SETEC is divided into two branches. one with three directorates dealing with policy,
evaluation and supervision of institutions respectively, and another branch dealing with

special projects.

1994 legislation, designed to deal with a problem of policy fragmentation with regard to
TVET. places the Ministry of Education more firmly in the centre of TVET governance and
policymaking, and creates a national advisory body, the National Council for Technological
Education (unfortunately. N0 details 011 the actual work of this body could be found).

The resourcing of public institutions

The emphasis here is on the resourcingof the 34 federally run CEFETS. These institutions are
governed by statutery governing bodies that must be representative of the whole range of
stakeholders, including industry (this is unlike South Africa, where the councils of the FET
colleges are not explicitly required to include industry representatives). The members of these
statutory bodies are appointed by the state government, though apart from this, the CEFETSs
enjoy considerable autonomy. The area of emphasis of the CEFETSs is considered to be the
secondary level. though training at the basic and higher levels also occurs. The CEFETs
perforni full-time training, offer accommodation for students, organise learnerships, and have
recently begun to run incubator programmes similar to the SENAI ones. Through PROEP, a
large scale programme funded by the Inter-American Development Bank, CEFETS can obtain
additional funding for more innovative training modes, in particular more modularised
training. PROEP has reponedly caused a major shift in the emphasis of the CEFETSs, away
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from full-time programmes. towards more modularised programmes. This shift has not been
without controversy. Critics liave accused PROEP of under-valuing the general education
aspects of TVET. and of causing job insecurity amongst CEFET educators.

Formulas for the fiinding of the CEFETSs could iiot be found. A few financial reports from the
CEFETSs indicate, however, that over 90% of all tlie income of the institutions is from the
federal government. Furthermore, the emphasis on enrolment statistics suggests that funding
occurs according to tlie number full-time equivalent students. What is not clear at all is
whether tlie public funding system differentiates between types of programmes, and whether
outputs or completion of programmes by students is taken into account. It seems as if there is
no pro-poor funding of students. Apart from the standard recurrent funding from the state.
CEFETs receive capital investment funds linked to particular plans, and PROEP funding. In
the institiitions examined. an average of 5% of income was from the completely private sale
of services. Less than 1% of income was from student fees. Demand for places in tlie CEFETSs
outweighs their supply by far. Entrance examinations determine who gets in and who does

not.

CEFETSs themselves employ their staff. but according to rather stringent public service rules.
Unions are strong, and this is part of the reason why most employment is full-time. There has,
however, been a slight drift towards greater part-time employment of educators.

In summary, tlie CEFETSs are highly public institutions. They provide few services directly to
private firms. they charge very minimal student fees, and they follow public service
regulations in terms of employment and procurement. The quality of their training seems
high, at least relative to that in other public institutions, which explains the great demand.

Policy pressures

With the shift toward tlie left in government in 2002 has come a major questioning of the
approaches taken by tlie country in the area of TVET over the preceding decade. There is
currently a strong commitment towards firmer government involvement in the sector, greater
emphasis on the general education needs of workers, and less modularisation of the TVET
curricutum. The extent to which these political thrusts become translated into new policies has
yet to be seen. So far, no concrete changes to the TVET system have been proposed.

Possible lessons for South Africa

®  The 1999 census of TVET. the first of its kind in Brazil, provided a knowledge base of
both public and private TVET in tlie country that has been invaluable for planning. In
South Africa, we seem to be in need of something like this. The reputedly large private
TVET system in South Africa is under-studied and arguably under-regulated.

* Tlie incubator programme approach towards linking TVET directly to entrepreneurship
appears interesting.

» The reliance on tlie mass media in Brazil to increase tlie reach of skills development
seems something we could learn from.

®  The Brazilian emphasis (even under the previous government) on keeping the CEFETS as
strongly public centres of excellence should be of interest to us. This emphasis in Brazil is
due to a mix of union pressures emanating from the staff of the institutions, and serious
economic development thinking. Tlie Brazilian system could serve as in interesting test
case for us of tlie advantages and/or dangers of having TVET institutions with a strongly

public stamp.
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UNITED KINGDOM
The overall public and private system

Public FE colleges in the UK provide services to some 6 million youths and adults over a
wide range of ages every year.

Governance at the national and sub-national levels

The Labour Government has re-introduced a stronger public hand into the FE college sector,
following years of state withdrawal during the Conservative years. The Learning and Skills
Council (LSC) was established in 2001. with local LSC offices being set up in 47 sites around
the country. The role of the LSCs is to plan for the country's TVET services for students over
the age of 16, and to fund individual institutions based on transparent criteria.

The resourcing of public institutions

The UK system can be considered a highly advanced programme funding system. A set of
funding formulas distribute on an annual basis around £9bn t0 the colleges in the system,
based on data relating to individual students, and some whole-college performance data. The
system is called 'plan-led funding', reflecting the fact that funding is based on development
plans that are negotiated between the LSCs and individual colleges. The system is not
exclusive to FE colleges - other types of institutions such as adult centres and schools can
utilise it to access fiinding.

The following calculations are performed to arrive at funding levels:

* A 'rate' is attached to each student, depending on what the student is studying. There is a
'national base rate' attached to each of 25 'learner aims' (these are more or less groups of
qualifications). A database of individual qualifications clarifies which national base rate
applies to which qualification. If the student is not studying for a qualification, a
'loadbanded rate' is used instead of the national base rate. The loadbanded rate is based
on the number of ‘guided learning hours' (or *GLHs’) that the studies involve. The rate is
weighted by one of five weights. each of which depends on the subjects being taken.

" From the unweighted rate for each student, an amount of 25% is deducted for students
who can be expected to pay fees. In other words, it is assumed that the fees will cover the
25%. Many students are exempt from fees, for example students taking basic skills
courses. students age '8 and below, students receiving social grants, and students who
have been classified as unemployed. The exemption is called a 'fee remission' and is
always complete (it would seem from the available documentation) = there is thus no
partial remission. It is important that the unweighted rate is used as a basis for calculating
the assumed fee income. This method ensures that students enrolled for subjects implying
a higher unit cost, do not pay more in fees.

" The socio-economic status of each student is gauged, using the postal code of the
student's home address. Students from socio-economically depressed areas attract

between 8% and 24% in additional funding.

* When a student completes a qualification, an additional amount equal to 10% of the
weighted rate is paid to the college. The weighted rate plus this 10% amount come to the
total cost of the training. The 10% amounts are paid to colleges after graduation, implying
a retroactive funding component,
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" Whole colleges are eligible for performance-related bonuses if they perform sufficiently
well in terms of their development plan. These bonuses are a percentage o f total funding,
so a bonus could imply. say. a 2 per cent overall increase in the funding level of one
institution. Three different percentages apply, and they are linked to achievement o f
highly transparent goals. For instance, for 2004 the only goal was that the development
plan ofthe institution should be of an acceptable standard.

The funding system for FE institutions underwent some changes following a major 2003
review of the system. This review looked back at what was already many years o f programme
funding, and identified problems and possible solutions. The main recommendation of this
review was that fiinding should move away from what was seen as an excessive concern with
matching training and planning data to funds in a very detailed way, and toward a relationship
between the authorities and institiitions based more on trust and strategy, than on data. The
existing funding regime was seen as implying too heavy an administrative burden, and
focussing too little on the ability of managers in institutions to respond flexibly to challenges.
Reference was made in the review to the importance of getting the 'level of granularity’, or
the level of detailed planning required, right in the system. It was emphasised that a
distinction should be made between poorly managed colleges (which tend to be colleges that
use data poorly) and better managed colleges (which tend to have more informationto use in
the planning process), and that the authorities should bring more trust-baed planning into
their relationshipswith the better managed colleges, whilst more interventionist relationships
were needed for the poorly managed institutions. Concretely, the review advocated the
abolition of retroactive clawback mechanisms, except in instances of truly poor institution
management. Clawback mechanisms were identified as an element of the system that
demanded much planning time. and caused tensions, yet their efficiency gains were small.
The review advocated that effort spent on clawbacks should rather be spent on better forward
planning. to improve the match between fiinds disbursed and services delivered.

Possible lessons for South Africa

» The British programme funding system is sufficiently niatureto have beenthrough a
major review. Moreover, resources on the British system are quite easily available on the
Internet. Whilst we should guard against adopting systems uncritically from other
countries (especially ifthose countries have very different socio-economic
circumstances), there is clearly a lot that we can learn from the British system. Perhaps
the element ofthe British system that is most easily applicableto South Africa is the
organisation of programme weights based 0n service delivery cost. The fact that the
British group programmes into similar cost categories is interesting. This prevents
excessive worrying about the differences between individual programmes, and
presumably simplifies the costing process.

' The fact that the British system aims to charge equal fees to all students, regardless of
whether they are taking more or less costly programmes should be noted by us.

' 1t should also be noted that the British system deals with socio-economic disadvantage in
two stages. Firstly. it exempts particular students from the paymentof fees. Secondly, it
provides institutions with additional fiinding relative to the socio-economic profile of
students. This sounds like a rather complex way of dealing with socio-economic
disadvantage. The system could be mixing incentives to enrol disadvantaged students
with real cost issues relating to the training of these students. The rationale does not seem
very clear from the documentation that was reviewed. Arguably, we should develop a
redress system that is more transparent in terms 0f what it should achieve, especially
given the diffet-ent nature and inagnitude o fthe challenge in South Africa.
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*  The emphasis on balancing trust and detailed planning in the 2003 review should be
viewed as critical by us. At the same time, we should be aware ofthe fact that the British
system in 2003 involved highly detailed planning, with data on the contact hours and
course by course enrolment of individual students being taken into account. The 2003
reaction was therefore one against a degree of micro-planning that has never existed in

South Africa.

= The strong opposition to the clawback mechanism in the 2003 review should be taken
seriously by us. Clearly, there are difficult incentive and administrative problems
associated with such a mechanism.
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