
Australia has faced economic challenges during 
the pandemic that will take many years to address 
through policy responses. A strategic economic 
reconstruction effort will be a major driver of 
recovery, allowing Australians to start working again 
to their full potential. Training — especially in the 
Vocational Education and Training (VET) system — 
will play a vital role.

The most important public provider of training and 
skills in the VET system is state/territory based 
Technical and Further Education (TAFE). TAFE adds 
around $3 billion per year to the Australian economy. 
It also serves as the most significant and accessible 
connection between high school and employment for 
many young people. It helps forge stronger economic 
and employment outcomes in regional areas and 
creates opportunity for vulnerable socio-cultural 
groups.

Overall, TAFE provides significant public value to 
workers and communities in both urban and regional 
settings. This places it at the forefront of creating 
opportunities for those otherwise locked out of 
employment or experiencing insecure work. It can 
benefit communities and industries adapting to 
change when industries close and workers are laid 
off. And it can do this because it is a trusted public 
institution with a clear societal role: foundational 
skills and training for all Australians that is low-cost, 
often free, and connected to other student support 
services. 

TAFE education leads to stronger employment 
outcomes. TAFE graduates are more likely to be 
employed and less likely to be unemployed than 
workers with less training and even workers with 
degrees — earning more and finding jobs easier 
than university graduates. Employees and owner-
managers with VET qualifications (including 
Certificate I/II/III/IV, Diploma and Advanced Diploma) 

receive a wage premium of 39% compared with those 
whose highest educational attainment is Year 12 or 
below.

TAFE’S skills and training of Australians has been 
estimated to contribute approximately $86.4 
billion each year to the Australian economy. Table 1 
summarises the annual impacts of TAFE across key 
economic indicators — a total of $92.5 billion each 
year in economic value-adding. The operation of 
TAFE each years costs just a fraction of that figure 
at $5.7 billion, demonstrating just how valuable the 
public provider is to Australian workers, business and 
government.

In other words, the flow of annual benefits resulting 
from the present and past operation of the TAFE 
system is 16 times the current annual costs of 
operating that. TAFE’s contribution size proves that 
the training it delivers will be key to helping workers 
prepare for future jobs. But TAFE is emerging from 
the pandemic having already experienced a major 
crisis over nearly a decade of policy failure and fiscal 
mismanagement.
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Australia needs a comprehensive national strategy for skills and 
training. This must start with restoring public funds to the most 
experienced, reliable and high-quality, national-level, vocational 
training provider in Australia: the TAFE system.

TABLE 1: TAFE ANNUAL ECONOMIC IMPACT

Impact

TAFE Economic Footprint $6.1 billion

Higher Earnings and Productivity

(includes higher tax revenues)

$84.9 billion

($25 billion)

Social Benefits $1.5 billion

Total Annual Benefit $92.5 billion

Total Annual Cost $5.7 billion

Source: Pennington (2020) An Investment in Productivity and Inclusion 
(Centre for Future Work)



THE TAFE SYSTEM IS BEING FAILED BY BAD 
POLICY DECISIONS
A better-skilled workforce and its economic benefits 
results from a historical commitment to high-quality 
public VET in Australia. But this commitment has been 
undermined recently: despite clearly punching above 
its weight, the TAFE system has been hit hard over 
the past decade with policy confusion and major cuts 
to funding. Failed policy experiments with privatised 
and market-delivered but publicly-subsidised VET 
programs have threatened the sustainability of TAFE 
and the contribution it makes to Australia’s economy.

Since the 2000s, the VET system has undergone 
massive restructuring. The market-based system 
for delivering programs has grown, producing a 
“contestable” model of funding provision. Private, for-
profit providers compete with public and non-profit 
institutes including TAFE, for taxpayer subsidies for 
training. Access to TAFE depends on your postcode – 
courses in key social and health services are being cut 
from metro campuses, and TAFE campuses are even 
being sold. These measures force students to undergo 
learning and training with private providers.

The contestable model has also seen private providers 
enter the training market but leaving students with 
poor-quality or even no credentials. To police this, the 
VET system uses compliance, but this only shifts the 
focus of training delivery from provision of quality 
education to meeting performance indicators that 
incentivise cost-cutting and shortening the length of 
training provided to apprentices and trainees.

Despite the enormous transfer of public money to 
private trainers the market system has permitted, 
it has failed to create the stable, high-quality VET 
system that the economy needs so badly now.

These symptoms of the market-based system have 
led to governments cutting TAFE funding, effectively 
blaming failures of privatisation on a highly valued 
public asset that is trusted, accountable and 
accessible. This has undermined coordinated and 
effective ties between students, TAFE institutes, 
industry, and employers. Once-reliable vocational 
pathways have been deeply damaged – and the 
evidence is clear.

After 2012, new enrolments in apprenticeships and 
traineeships collapsed. Even with approximately 
165,000 new apprentices signed up under the 
federal government’s Boosting Apprenticeships 
Commencements program response COVID-19 in 
2020-21, there will be an estimated 130,000 fewer 
apprenticeships through to 2023, adding a 30%  
drop to already record-low numbers of enrolments  
(see Figure 1).

REBUILDING THE VET SYSTEM WITH TAFE 
AT ITS CENTRE

Reversing the damage done to the VET system 
requires policymakers to understand the importance 
of publicly provided training. Australia’s economy 
today is reaping an enormous flow of economic 
benefits from a “house” that was built by our 
TAFE system: $92.5 billion in annual productivity, 
income, tax, and social benefits. But TAFE has been 
structurally damaged by neglect and bad policy.

Better policy means expanded access to VET 
education, stronger pathways from training to work, 
and a more cohesive and coordinated post-school 
education system. Revitalised TAFE institutes are the 
most reliable ‘anchors’ of VET and therefore must be 
at the centre of that reconstruction process. 

This means TAFE must receive federal funding, just 
like the schooling system. The billions of dollars in 
public funding taken from VET since 2012 must be 
restored. TAFE must receive a minimum 70% of total 
VET public funding, instead of being funnelled to 
private, for-profit providers.

This will help to rebuild TAFE around a new VET 
funding model that makes it a distinct career pathway 
with high-quality outcomes for apprentices and 
trainees. Publicly supported apprenticeships and 
traineeships should also be expanded under this 
funding model.

Restoring investment in TAFE will ensure that our 
industries, our communities, and our governments 
continue to reap the benefits of a productive, well-
trained workforce for decades to come.

FIGURE 1: VET COMMENCEMENTS 2011-2020
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FOR MORE INFORMATION
To download more factsheets visit
carmichaelcentre.org.au/explainers_kit
Hardcopy versions of the kit are available 
on request at info@futurework.org.au
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