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The purpose of this submisson is to highlight three mgor omissons in the Independent
Review of Job Network’s Draft Report. The fird is the falure of the Draft Report to
andyse the ggnificance of the large hift in the age profile of New Apprenticeships
which has coincided with the growth of activity under the Job Network. | have
suggested that New Apprenticeships to some extent may be acting as a surrogate wage
subsidy, and, therefore, can be seen as ‘double dipping by Job Network providers
(Cully and Curtain 2001: 206).

The second issue not canvassed in the Draft Report is how to encourage better
collaboration among Job Network members around the diffuson of best practice
Section 2 describes a proposd for an Innovations Fund, first presented at the Jobs
Australia Conference in 2001.

Third issue is the problem of integrated service delivery on the ground. There is some
discusson of this in the Draft Report but there is no mention of the Victorian
Government's Local Learning and Employment Networks which have been st up to
promote, in particular, better coordination arrangements between schools and
employment services providers. However, | note that these efforts at forming loca area
patnerships may have limited impact if the regiond managers of the government
funding agencies (at both federd and State levels) are not active participants in the
processes devel oped to achieve better on-the-ground coordination.
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1. Growth and aging profile of New Apprenticeships and the
expansion of the Job Network

For the last three years | have been commissoned by the Dussddorp Skills Forum to
prepare an assessment of education outcomes for young people and how they are faring
in the labour market once they leave schoal.' In 2000, | was also asked to look at young
people and New Apprenticeships, which | did in a feature essay for that year's report.

In 2001, | added an update on the age profile of New Apprenticeships.

In 2001, | dso paticipated in a mgor sudy of the factors affecting norn-completion
among gpprentices and trainees? Further andysis of the results of this andyss was
presented in an aticle with Mark Cully, 2001, ‘New Apprenticeships. an unheralded
labour market program’ Austrdian Bulletin of Labour, Vol 27, No 3, September.

In these analyses, | noted the declining share of New Apprenticeships held by young
people. This has taken place at the same time as New Apprenticeships commencements
have expanded a very high rates since 1998 compared with the past. My conclusion,
based on this associaion and on information gained from focus groups involving non
completing apprentices and trainees, is that the New Apprenticeship Scheme in recent
years has acted more as a labour market program (ie wage subsdy) than as a sKill
formation syssem. This has been due, a least in part, to the pressure from Job Network
providers to find ways outsde their budgets to provide incentives to employers to
achieve longer-term employment placements.

The following quotes, teken from the above reports, highlight the issues  More
ddtidica evidenceis available in the sources cited above:

The available evidence suggests that many New Apprenticeships are
being taken up by older existing employees and the “ hard to employ”

from older age groups. The New Apprenticeship system could be in
danger of being viewed by employers as a government subsidised

training development opportunity to reduce their own commitment to
training or alternatively, as a wage subsidy to take on and retrain
workers over the age of 25. Itsoriginal primary objective to provide
entry-level employment-based skills training for young people
appears to be receding in importance.?

My 2001 report on How Y oung People are Faring noted:
New Apprenticeships have expanded rapidly in the last few years to

reach 295,620 apprentice and trainees commencing in training at the
end of 2000, an increase of 109 per cent since 1995.* However, the

! Young Peoples’ Transition from Education to Work: Performance Indicators 1999; How Young People
are Faring 2000: Learning, Work and Transition. and How Young People are Faring: a 2001 update
about the learning and work situation of young Australians Dusseldorp Skills Forum, Sydney.

2 M Cully and R Curtain, 2001, Reasons for new apprentices’ non-completions. National Centre for
Vocational Education Research, Adelaide.

3 How Young People are Faring 2000: Learning, Work and Transition. Feature Essay: New
Apprenticeships and Young People, p 10.

* According to the most recent quarterly report from NCVER (6 March, 2001), the number of apprentices
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number of young people aged 15 to 24 in New Apprenticeships has
increased more modestly by 43 per cent over the same period.®

There is considerable scope to increase teenage participation ratesin
New Apprenticeships. The take up rate of New Apprenticeships for
the non-student population aged 15 to 19 year olds at the end of 2000
is only 19 per cent. For the 15 to 24-year old age group as a whole
for the same period, the take up rate was only 12 per cent. In other
words, New Apprenticeships are only taken up by a small minority of
young people entering the full-time job market.®

The issue in rdation to the Job Network is that New Apprenticeships without any age
specific digibility requirements have a didorting effect on Audrdias intermediate kill
formation. Partly as a result of the Job Network’s use of New Apprenticeships as a
surrogate wage subsidy, Audrdia's New Apprenticeship Scheme compared with the
apprenticeship systems in other OECD countries has a number of features that are
notably different in relaion to skill levels, age coverage and duration.

Augrdias New Apprenticeships compared with Europesn gpprenticeships are more
likdy to be concentrated a skill levels bdlow the trade or equivdent level.” New
Apprenticeships aso involve much shorter durations in the workplace than the
minimum three years duraion common in Europe (44 per cent of full-time New
Apprenticeships commencing in 2000 are for durations of one year or less and 25 per
cent are for one to two years duration).®

Most recently, Mark Cully and | highlighted the Situation in the following terms: °

and traineesin training at December 2001 was 333 000, an increase of 12.5 per cent from the previous
December and more than twice the number in training at December 1996 (up 103 per cent).

® NCVER, 2001, Australian Apprentice and Trainee Statistics Annual 2000 At a Glance, Table 2.
® How Y oung People are Faring 2001, p 8.

"Some 38 per cent of New Apprenticeships in 2000 were in terms of the Australian Qualification
Framework (AQF) below the trade or equivalent level. However, AQF Levels are not an

accurate guide to skill level as they vary so much from industry to industry. A recent study for
the NSW Board of Vocational Education and Training showed that some 40 per cent of
traineeships could be classified in the lowest ABS skill level and 85 per cent could be classified
in the bottom two skill levels. These skill levels are below the level assigned to trade and
advanced clerical skills.

8 NCVER, 2001, Australian Apprentice and Trainee Statistics Annual 2000, p 10.

° M. Cully and R. Curtain, 2001, ‘New Apprenticeships: an unheralded labour market program’
Australian Bulletin of Labour, Vol 27, No 3, September, p 206.
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Table 1 shows the remarkable rise in persons aged 25 years or older
commencing new apprenticeships, from 4,400 in the year ended June 1995 to
68,000 five years later. Indeed, in the past two years more people aged 25
years or older have commenced new apprenticeships than those in the
youngest age bracket. This is not so much evidence of an enthusiasm for
‘lifdong learning’ in the older age bracket as confirmation of stories in recent
reviews about some employers mass enrolling existing employees to obtain
the government subsidy. There is aso the possbility that Job Network
providers are using New Apprenticeships as a surrogate wage subsidy
program, especidly for the ‘hard to employ’ from older age groups (Curtain
2000, p10). It is interesting to note the doubling of New Apprenticeships in
1999 among those aged 25 years and over occurred at the same time as the
expansion of the new Job Network arrangements fom May 1998 (OECD

2001).

Table 1: Commencements in Year ended June, by Age
(’000s)

Age 1995 1996 1997 1998 1999 2000

15-19 42.4 455 49.8 58.1 72.6 71.3

20-24 13.0 18.4 24.2 30.6 43.4 39.0

25 or more 4.4 12.3 214 36.7 79.9 68.0

Total 60.0 76.1 95.4 125.3 195.7 178.4

Source: NCVER (2001: Appendix A, Table 104)

The Silo effect

How has this dtuation come about? New Apprenticeships are a program funded by a
Separate government department to the Job Network and, therefore, were rot subject to
the ‘cashing out’ process that converted labour market programs into a ‘flexible pool of
funding for employment services providers. The later are able to use 12-month
traneeships, as severd Staes ill cdl them, to provide subsdised probationary
employment for the unemployed of any age and receive a full outcome payment for this
placement.

This is not to dam that al traneeships merdy perform the function of a labour market
progran.  However, it is worth noting that as many as 41 per cent of dl
commencements for full-time apprentices and trainees to the end of 2001 were in
programs of one-year duration or less. It is also worth noting that while 18 per cent of
al apprentices and trainees in training in December 2001 were in programs rated at
basic vocationa skill level of AQF certificate 11, as many as 45 per cent and 28 per cent
of New Apprenticeships held by persons in the occupationd groupings of ‘Elementary’
and ‘Intermediate Clerical, Sdes & Service Workers respectively were at this basic
il levd. ™

| noted in the 2001 How Young People are Faring report:

Young people are not served by the dual messages of the New
Apprenticeships program. On the one hand, the program is viewed

10 NCVER, 2002, Australian Apprentice and Trainee Statistics-December Quarter2001, Table 2, p 3
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as part of Australia’s skill formation process, with the aim in
particular of addressing skill shortages.** On the other hand, New
Apprenticeships are seen by government as a vehicle to “improve
employment prospects for young people through a range of school to
work pathways’.> These tensions between skill formation and
labour market objectives are also reflected in program funding and
administration.

Conflicting labour market and skill formation objectives for New
Apprenticeships means that Federal and State Governments often
judge success differently. From the labour market program
per spective of the Commonwealth, take-up and retention statisticsare
the relevant measures used to assess performance.’* However, for
Sate governments with their more direct responsibility for the
publicly funded vocational educational and training system, meeting
the skill needs of employers s likely to be a more important measure
of performance.**

The separate identification, branding and marketing of arangements that meet a
intermediate <kill formation function are needed to meet Audrdia’s needs for technical
sills.  Skill formation arangements are typified by sructured training arrangements
that meet international dandards of ‘skilled vocationd’ as didinct from ‘basc
vocationd’. Young people need to receive clear sgnds about the vaue of employment-
based qudifications that are linked to skills that recognised as vauable by the labour
market and ae the bass for further <kills acquistion.  Confusing skill formation
arrangements with job entry preparation debases the former and undermines Audrdia's
long-term capacity to produce high quality technica expertise.

M Dr Kemp, Media Release Skills Shortages In Traditional Trades Can Be Reversed -Nationa Skills
Forum K055 Friday 28 April 2000

12 DETYA, 2000, Agency Budget Statements - DETYA - Section 2 - Outcome 2.

13 DETYA, 1999, Annual Report 1998-99, Programme 3: Vocationa Education and Training,
Performance Information, Sub-programme 3.1: Industry Training Support

¥ How Young People are Faring 2001, p 12.
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2. Proposal for an Innovations Fund for the Job Networ k

I ntroduction®®

The Draft Report notes that ‘the competitive model for the provison of Job Network
sarvices might reduce opportunity for the dissemination of best practice (p 14.19).
However, the report appears to make no recommendation about how this might be
addressed.

Oneway to promote innovation in the Job Network is through an Innovations Fund.

The purpose of the Innovations Funds could be two fold. One objective might be to
encourage the diffuson of good practice among Job Network providers by addressing
the barriers to the exchange of information that currently exist. The second objective
could be to encourage employment services providers within and outsde the Job
Network to develop and pilot tet new drategies that go beyond the limitations of
exiding arrangements.

Background: R&D in the Services Sector

Employment placement services is part of the business sarvices sector and is classfied
by the ABS, dong with legd and marketing, as “Other Business Services’. The
sarvices sector has only recently been recognised as an increasingly dynamic part of the
economy. The traditional view was that many jobs in the sector, compared to other
sectors such as manufacturing, were poorly paid with little or no productivity growth
due to an absence of new technology. The sector was regarded not having a culture
which fostered innovation.*®

Services sector performance remains poorly understood. This is partly due to a lack of
datistics and measurement problems.  However, it is dso patly due to a lack of
goprecidion of the differences in the sources of innovation in the services sector
compared to other sectors. Many drivers of service performance are smilar to those of
manufacturing, but therr roles may differ. Innovaion and technologicad change in many
parts of the services sector is much less focussed on the development of new products as
in manufacturing.

The nature of innovation in the services sector

Innovation in the service sector, in many cases, is much more dependent on the
introduction of new processes involving often acquired technology, organisationd
change and human cegpitd. Innovaion in sarvices may dso be independent of
technologicad change, and be more closaly linked to consumer demand. These aspects
of innovation in the services sector help explain a lower direct reliance on research and
development as it has been traditionaly understood."’

15 The following section is drawn from a proposal prepared for Jobs Australia entitled Proposal for an
Innovations Fund for the Job Network; initially presented to the Jobs Australia Conference, June 2001 and
revised in the light of feedback received at that conference.

18 Dirk Pilat, 2000, “Innovation and Productivity In Services: State of the Art” Paper prepared for the
OECD/Australiaworkshop on Innovation and Productivity in Services, Sydney, 31 October - 3

November, p 3.

17 pilat, 2000, p 12.
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The OECD has noted that R&D in services is often different in character from R&D in
manufacturing. It is less oriented towards new product development based on new
technology. R&D in savices is more focussed in process improvements through
finding better ways to agpply technology to ddiver services. The research may, for
exanple, be amed a improving the interface with cusomers and increesangly involves
human factors, psychology and design.*®

Human input is particularly important to the innovation process in the busness sarvices
sector.  The OECD points out that innovation in services is strongly dependent on the
skills, expetise and experience of sarvice workers. Ther tacit knowledge and
experience with customers are crucid to the development of new service products or
processes.  As sarvice peformance is closdy linked to the interaction between the
consumer and the service provider, the qudity of the service provided depends greeily
on sarvice workers skills, such as creativity, resourcefulness, ability to communicate
and drategic thinking.

If service workers who ded directly with dients are insufficiently motivaeted or trained,
the company's performance is affected. Improving service performance is, therefore,
often dependent on a stronger focus on customer service, changes to how the work is
done and changes in the service provided® How sarvice providers foster these skills
and attitudes on a continuing and sysemdic way may be the mgor input into the
innovative processin this sector.

In addition, the extensve use of computers in many services requires workers who are
aufficiently skilled to use these technologies effectivdly. Whereas best-practice firms
gppear to benefit from the introduction of information technology and improve
productivity, many firms have difficulty benefiting from the use of information
technology. Management-related factors, a capacity for organisationd change and a
more effective use of human resources are commonly consgdered to be the main factors
that distinguish the best, and often the most productive, service ddiverers from those

that perform poorly.?°

Expenditure on R&D in the business services sector

OECD data show that services account for an increasing share of total busness R&D. In
a number of countries, including Australia, Canada, Denmark and Norway, around one-
third of busness R&D is carried out in services. However, this expenditure in Audrdia
is unevenly didributed across the sarvices sector. The ‘Other Business Services sub
sector in 1998-99 only spent $43.1m out of a tota of $3,991.7m spent on R&D. As two
of the dements of this sub sector, legad and marketing services, have been established
longer than non government employment sarvices, it is likdy that employment services
pends relaively smdl amounts on R&D.

Some sub sectors with in services are technicaly based (eg software development and
Internet-based services) and have a dgnificant R&D effort. However, other service

18 pilat, 2000, p 12.; see also Jeremy Howells, 2000, "The Nature of Innovation in Services', Report
presented to the OECD 'Innovation and Productivity in Services Workshop' 31 October - 3 November,
Sgldney, p 6.

19 pilat, 2000, p 25.

20 piat, 2000, p25.
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sectors have been largely adopters and implementers of technology developed esawhere
in the economy.*

Inhibitorsto innovation in employment services

Innovation is taking place in the Job Network. Although there are few dtudies available
about the implementation of the Job Network, a recent study of 10 non-profit,
community-based employment services providers concluded that the new arrangements
hed fostered new approaches and innovative practices by finding creative ways to use
the available resources more creatively.?

Constraints of contractual obligations

However, two main inhibitors to the diffuson of innovetion can be identified. The firg
is the constraint imposed by the contractua requirements of the Job Network.

The Government has noted in its background paper for the OECD review of
employment sarvices that the exiging commercid-in-confidence  contractua
relationships make it impossible to identify best practice within the Job Network and to
promote it.

The role of DEWRSB as purchaser of services combined with a desire
to afford Job Network members every flexibility in providing
Intensive Assistance services has meant that the strategies and
practices being utilised by Job Network members to assist job seekers
are not fully known. #

Constraints of competitive operating environment

The second factor is the perspective of the employment services providers themselves
who cite concern about competitive advantage as the reason for severdy limiting the
exchange of information about successful and unsuccessful drategies. The study, cited
above, noted that:

While competition is fostering some innovative practices, it is also
creating conflicts ...[about] information sharing and cooperation and
the need to guard market knowledge and power.?*

The condraints of the forma requirements of Job Network sysem as wdl as the
competitive environment in which they operate are inhibiting service providers from
developing more integrated drategies focused on the needs of individuds.  What is
needed is a framework which identifies good practice and encourages its diffuson. This

21 Jeremy Howells, 2000, "The Nature of Innovation in Services', Report presented to the OECD
‘Innovation and Productivity in Services Workshop' 31 October - 3 November, Sydney, p 9.

22 Tony Eardley David Abello and Helen Macdonald, 2001, “1s the Job Network benefiting disadvantaged
job seekers?: preliminary evidence of a study of non profit employment services’, SPRC Discussion
Paper 111, January, , 61-62.

23 Department of Employment, Workplace Relations and Small Business, 2000, Labour Market Review of
Australia Background Paper for the OECD Review Team. August, p 45.

24 Tony Eardley David Abello and Helen Macdonald, 2001, “1s the Job Network benefiting

disadvantaged job seekers?: preliminary evidence of astudy of non profit employment services’, SPRC
Discussion Paper 111, January, , 61-62.
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can teke the form of making it easy for agencies to highlight what they see as an
innovative practice, to evaduae and refine it. It can dso teke the form of encouraging
expaiments with entirdy new forms of sarvice ddivery that go beyond exising
arrangements and department respongbilities.

1. Proposal for an Innovations Fund

One way to address this lack of diffuson of information about innovation with the Job
network is to step outside the existing system. This can be done by seiting up a separate
funding dream as a means of devdoping and promoting innovaion. The funding
sream could be viewed as a research and development fund, operating in a Smilar way
to mangdreeam R&D funding. In other words government funding could be made
avalable in the form of a grant if it is matched by expenditure from the enterprise. The
selection of projects for funding could be done according to a process that had the full
endorsement of dl parties.

The R&D Start program, for example, offers grants and loans totaling $180 million per
annum to smal to medium dzed busnesses with “a strong focus on innovation and a
commitment to research and development”.  However, closer scrutiny of the guiddines
suggest that the program could not be accessed by employment services providers as the
focusis predominantly on product innovation as opposed to process innovation.

The R&D Start program supports innovation through funding
research and development and commercialisation in Australian
companies. The Industry Research and Development Board award
grants and/or loans of up to 50 per cent of project costs on a
competitive basis. Projects can range in size from those costing less
than $100, 000 to many millions of dollars.

Selection is based on merit criteria related to: the management
capability of the applicant; the project's commercial potential; the
innovation and the capacity of the company to undertake the project;
national benefits from the project; and whether funding will ensure
the project can proceed.

Source:
http://www.isr.gov.au/iap/info_pack/templates/factal0.doc?ois=y:tem
plate=inntem.html

Rolefor gover nment

There are also specific features of the Job Network that suggest that Government needs
to address the issue separately.  Government is the purchaser of the services provided
and has a mgor role in specifying the framework within which sarvice ddivery takes
place. Government, therefore, has a responghility to not only evauate the effectiveness
of its framework but adso to continuoudy promote ways of improving it. Government
has a direct interest in ensuring that the benefits of innovation introduced in one part of
the Jobs Network are diffused more widdly to improve the cost effectiveness of the
sysdem as a whole. The Job Network is an example of a public private partnership
where the risks are shared between the purchaser and the provider. A partnership
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arangement suggests that the parties accept respongbility for finding ways to improve
how the partnership works.

The OECD has noted that Government has a responshility to promote an innovation
culture in services. According to the OECD, governments can help busnesses in the
services sector to become more innovative by creating favourable framework conditions
and encourage business, both large and small, to adopt best practices in innovation and
business management. In particular, governments have a clear role to hep where market
or systemic failures hinder the adoption of innovation.®

Need for industry contributions

However, it is essentid tha the Innovations Fund aso reflect closdy the needs of the
employment services providers.  This requires tha funding from non-government
sources be dso usad to foster innovation in the industry. An industry contribution may
need to include a cash component to give the industry an uncontested ‘place a te table
in setting the guideines with government on how the Fund should operate.

The Innovations Fund, to achieve it objective of diffusng best practice, needs to
demondtrate that it is independent of Government as funder of Job Network. This can
only be done if indugtry funding is a leest equd to government funding so tha both
paties, government and industry, can negotiate as equas to produce guidelines that
meet the needs of both parties.

One way to express this independence is to ensure thet the Innovations Funs has a small,
independent board with a high profile char, backed by a smdl secretariat that is not
drawn from the public service,

Evaluation focus crucial

An important condition of funding needs to be not only agreement to providing
information about the drategy being implemented but adso information about its
effectiveness.  This requires building into a proposal a monitoring and evauation
component.  This methodology would need to incude not only monitoring data on
progress against agreed performance measures.  Also required would be a research
design that could measure effectiveness in terms of outcomes achieved. One condition
for funding an Innovations proposd should be that the evauation results be published
on aregular basisin the form of agreed performance indicators.

Innovation as mor e than incremental change

Scope should exigt for funding significant projects that could breek new ground in terms
of existing gpproaches. One example could be a project that seeks to offer a range of
sarvices to individuads who are empowered to make choices about key components of
the sarvice®

25 pilat, 2000, p 31.
26 See MDRC evaluation of the Jobs Plus Program. This program combined employment services with
enhanced financial incentivesto work backed by arange of community support services.

10
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Demondrating the effectiveness of integrated service ddivery may require usng an
experimentd evaduation desgn which randomly assgns people to a program group and
a non program group (but ill digible for norma job Network services). This design is
the most robust way for demondrating that a paticular gpproach works. It is
paticulaly appropriagte for tridling new gpproaches such as linking employment
placement services with other services such as drug referral and housing services. The
intrectability of resolving issues related to achieving onthe-ground coordination and
access to difficult to reach groups of unemployed to meet their needs judtify the use of
demongtration projects that embody maor changes to current practice.

However, the incorporaion of a suitable monitoring and evaduation component requires
expet input. Asddance is likey to be needed for agencies in developing ther
proposals to work out with expert advice what would be an appropriate methodology,
acceptable internally and able to produce results that meet the requirements of eterna
sruting. A framework for defining what a suitable methodology, including the
operating principles for developing appropriate performance measures, adso needs to be
developed.

Need to reduce the costs of participating in the selection process

An open, contestable process for dlocating funds entails significant cods for the party
participating in the process. From a service providers perspective, the costs need to be
covered of developing a proposa with a waell-through methodology that is both
acceptable to internd and externd stakeholders. This suggests the need for a sdection
process that takes works on a two-tier bass. An initid cdl for expressons of interest
could merely seek a two-page outline describing what the innovation the funding was
sought for. Step 2 of the sdection process would involve those meeting the short listed
criteria, selected by an independent panel, preparing a more detailled proposal. This step
could be a least patly funded by the Innovations Fund with esch shorted listed
gpplicant being given a grant to prepare and present their proposa to the independent
pandl.

| ssuesto consider

Any dtempt to encourage employment services providers to develop innovative
drategies should gtart with the providers own ideas on how such a fund should work.

For providers to view the exercise as worthwhile, they firg of al need to have input into
how the Fund would work. This involves seeking input through a representaive
consultative process on the selection process.

|ssuesto consder are;

Whether and to what extent should there be a specific focus for the innovative
drategies relaed to new or more effective forms of service? Examples of
specific issues might be how to better address the needs of ethnic minorities,
inner city aress, regiona labour markets, rura and remote providers.  Other,
more systemic issues that go beyond exigting practice might be how to improve
job retention through, for example, making placements in better qudity jobs,
however defined.

11
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If the focus for the Innovations Fund is on, a least in part, an open ended dl for
proposals amed at fostering process improvements, what guiddines need to be
in place to select projects?

How much funding should be dlocated to each project? If there is a distinction
between project aimed a making process improvements, how much should the
caling be? If projects ae amed a pionegring new sarvice ddivery
arrangements, how much should the funding celling be?

How much of the funds should be dlocated for the monitoring and evauation
component.

What dissamination drategies should be encouraged and how should these
activities be funded?

What ways can employment services providers be asssted to develop detailed
proposals through a two tier sdection processs. How much funding should be
adlocated for this?

Concluson

Employment services rey heavily on the tacit knowledge of its frontline workers to
produce better ways of working. Innovation in this sector comes from the ability to turn
this tact knowledge into codified knowledge to enable it to be disseminated through an
organisation and more widdy through a network. Information sharing can be seen as a
threast or an opportunity. Leading companies do not see the release of information about
thar in-house practices as a threst undermining their competitive podtion. They redise
that smply describing how they do things better does not make it easy for others to copy
because organisationa change or particular changes to work processes cannot be
implemented in atemplate fashion.

The benefits to a service provider of going public about innovation are an enhanced
reputation. Opening up and providing information about one's processes or how they
work to achieve a high level of on-the-ground collaboration between programs can build
up an intangible and often invdudble asset called reputation. From an enhanced
reputation flows more tangible benefits such as invitations to collaborate on projects of
mutual benefit and an enhanced bargaining power in negotiations with government.

Innovation surveys of the service sector have often discovered that respondents who
initidly replied that ther firms did not innovate or use technology, were subsequently
found to be in follow-up quedions highly innovetive. This low levd of innovetion
edeem is accompanied by the low doaus and lack of culturd and inditutiond
recognition of technologicd innovation within many sarvice firms?”  Service providers
need to become more proactive in the innovation process in their own right. This
requires getting government to acknowledge the particular characterisics of the
innovation process in this sector. If these features are not recognised as digible for
funding under exising R&D gquiddines, a specid case needs to be made for an
equivaent treatment to other sectors which are digible.

27 Jeremy Howells, 2000, "The Nature of Innovation in Services", Report presented to the OECD
'Innovation and Productivity in Services Workshop' 31 October - 3 November 2000, Sydney, p 32.

12
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3. Improving program coor dination

The Draft report acknowledges that young people have low teke-up rates for Job
Network programs and that:

Very little is known about young job seekers not registering with
Centrelink, including the extent to which they are accessing services
other than Job Network.?®

The Draft report offers no information about the Loca Learning and Employment
Networks in Victoria as an explicit mechanism to st up better linkages between
educetion, traning and employment sarvice providers. The Area Consultative
Committees are mentioned but their role is not placed in the context of how they might
improve locad aea coordinatiion in the deivery of education and employment related
services.

Areabased Partnerships

The new practice of governments creating and supporting loca networks is known as
arearbased partnerships?® The am of these partnerships, according to the OECD, is to
identify ways that synergies can be produced by drawing on loca knowledge and
goodwill to coordinate the ddivery of exiing services better.  The Victorian
Government has created Locd Learning and Employment Networks with the explicit
amsof:

0 ldentifying gapsin the provison of education and training;

o Deveop new programs to fill the identified gaps and develop new opportunities
for young people and

0 Linking education and training provision with loca employment opportunities

Locd area partnerships seek to pursue a policy god through increesing the coordination
between policies and progams across government services and levels and adapting
them to locd conditions. They work a the locd level to involve locd actors in the
definition of priorities and development of projects by drawing on loca resources and
kills®®

The OECD sudy suggests that locd area partnerships progress through four stages a
from initid consultation, to information exchange, reeching agreements to coordinate
(usudly expressed in the form of a memorandum of underganding) and findly
producing integrated outcomes based on adaption to loca conditions.

%8 Draft Report, P 5.8

29 OECD, 2001, Local Partnerships for Better Governance. Territorial Service, Organisation for
Economic Cooperation & Development, Paris

30 OECD, 2001, p20.
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Changing context

Severd changes have taken place in recent years which make area-based partnerships
more dtractive to governments and to locd regiond communities. The
acknowledgment that dgnificant differences in qudity of life outcomes such as levds of
education atanment gill persst for specific regions and for the indigenous population
has generated a politicd momentum for change. With this has gone an awareness
among policy makers that existing programs have faled, in many cases, to have had a
ggnificant impact on problems such as the persastence of long-term unemploymen.

As the OECD notes in explaining the pressure for change to locd leve governance
arrangements:

Disappointing results from government policy ...has shed light on
ingtitutional and administrative weaknesses. rigid institutions and
policy frameworks, vested interests slowing adjustments to the
changing context, low degree of cooperation and coordination
between compartmentalised government departments, absence of
long-term planning, policies weakly adapted to the needs of target
groups, [and] long delays in government reaction.*

The ddivey of govenment-funded sarvices have auffered from a number of
shortcomings, particudarly in a regiond setting.  Accountabilities tend to be department
and program focused rather than directed at meeting the needs of the targeted individua
or region. Where three levds of government are involved, as in Audrdids federd
sysem, the scope for overlgp and inefficiencies in the deployment of resources is
considerable.

In addition, local actors are increasngly expressng a drong interest in participating
more sysemdicdly in the desgn of drategies for ther aea.  This is due to both the
increase in expertise in the regions and loca frudration a the poor results achieved by
government programs in the past.

In Audrdia, efforts by government to improve the ddivery of employment services to
better focus on individuds have been made through the use of independent service
providers in the case of the Job Network. This has introduced a greater focus on
outcomes compared with the previous government based ddivery of employment
savices through the CES. However, this reform through its proliferation of service
providers, has aso increased the need for better on-the-ground coordination. This
aoplies particularly in relation to the needs of young people leaving school:

The complexity of the requirements for early school leavers to
negotiate their entitlements between Centrelink, the various Job
Network alternatives, and revamped labour market programs makes
the pathway through the employment services sector very
problematic.®

31 OECD, 2001, p25.
32 peter Kellock, 2001, The Whittlesea Y outh Commitment: A Review. The Asquith Group, December,
National Y outh Commitment web page viawww.dsf.org.au, p11.

14



Submission from Richard Curtain

Changesin types of local area partnerships

It is possible to identify several different types of locd area partnerships, each with their
own impetus for change. These are outlined in the table below. The initid focus of
patnership arrangements was often as a means used by government of mobilisng locd
support and resources to lessen the impact of a one-off locad criss such as a plant
closure. The gpproach was top down because it involved large injection of funds into
the affected region, usudly to generate employment opportunities.

More recently the focus has moved from governments working through partnerships to
develop specific socid and employment initiatives to the use of partnerships to develop
comprehensve or integrated development drategies. An example of this new approach
is the Sugtainable Regions program of the Commonwedth Department of Transport and
Regiond Services ($100.5 million over four years). Anocther recent example of a new
regional governance arangement is the Latrobe Vdley Minigerid Taskforce to develop
a whole of government gpproach to the identification of priorities for the alocation of
government funding on initiatives such as an integrated learning centre,

The third type of partnership arangement outlined bedow has as its focus better
coordination arrangements among a range of service providers focused on the needs of a
paticular age group during a criticd dage in the lifecyde — the trangtion from
education to work. One key feature of this type of partnership is the strong input from
loca networks of service providers with a focus on achieving better outcomes from
exiding services to form the bass for the partnership. Another key feature is the
absence of new funding for particular projects.

A good example of this type of new loca leved partnership in relaion to education and
employment service ddivery are the Locd Learning and Employment Networks of the
Victorian Depatment of Education, Employment and Training. Primay Care
Partnerships are another example as they are dso based on loca networks of service
providers in the hedth and wdfare sector and do not involve sgnificant additiona
expenditure of funds.

The fourth type of locd area partnership identified in Table 1 below is the Whittlesea
Youth Commitment. In contrast to the other partnerships types, this is not a top down
government-initiated partnership. It has been temed a “community collaboration”
because it has brought together schools, community agencies, training providers,
employment sarvices providers and employers®*  The Nationd Youth Commitment
web dte ligs ten gmilar Youth Commitment initiatives in four dates, including two
involving LLENsin Victoria

A feature of the bottom-up gpproach is key role played by bodies other than the service
deliverers such as City of Whittlesea, the Area Conaultative Committee, RMIT
University’s Northern Interactive Education Coordinated Area Program (NIECAP) and
the Dussddorp Skills Forum.  This role has included providing the framework in he
form of a ‘spirit of cooperation agreement, the information about loca conditions and
the 'glue that has enabled the sarvice providers to change the way they "do business'.

33 Peter Kellock, 2001, p11
34 peter Kellock, 2001, p56.
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Table 1: Types of area-based partnership arrangements

Funding Mative Locus Impetus  |Purpose example Focus
source
Federal Response to a|Depressed  |Top down |to develop|Newcastle: |Labour
government —one off local|region proposals for new|BHP closure |market
single crisis expenditure  to adjustment
department generate local
employment
Federa a planned,{Low socioTop down |implement  viablgSustainable |Regional
government —integrated economic development Regions development
single approach  tolindicators and options Program
department structural demonstrated
adjustment commitment
to community
action.
State Response  to|Specific areas |Top down |"...to refingLatrobe Whole-of-
government -loca crisis existing govtiValey government
multi programs toMinisterial  [approach to
department better  promotgTaskforce |identifying
development..." priorities and
allocating
funding
State Response to[State wide -Top down |coordinated Victorian critical  stage
government  -persistent regional focus servicedelivery |LLENS in young
single prablem of] people's
department social lifecycle -
exclusion school to
work
transition 15
to 24 yrs
Pooling of|Response  to|Specific local|Bottom up |integrated Whittlesea |Reduction in
existing persistent areas - sub) approach toY outh students
funding  withjproblem of|region focus deliver on/Commitment |leaving
some non(social guarantee to help before Year
government |exclusion young people 12 and not
support achieve Year 12 achieving
or equivalent equivalent
outcomes

Whittlesea Y outh Commitment: a successful local area partnership

The Whittlesea Youth Commitment (WYC) exemplifies these two characteridics as a
successful locd area partnership. A good indicator of success is the concrete action
taken by the partnership to establish a clear god (reduce the number of early school
leavers), supported by a key performance indicator (information on immediate post
school dedtinations) and a concrete drategy to achieve the god by appointing trangtion
brokersto collect this information and liaise with early school leavers.

The result of this focus on locd data collection has been to produce a more complete
picture of the actud degtinations and pathways being taken by early school leavers. An
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impact of these data, according to the review of the Whittlesea Youth Commitment, has
been to reduce dramdicaly the numbers of early school leavers going to unknown
dedtinations>*

The benefits of this clear focus on a locd objective are dso evident in rdation to the
participating schools which, according to the review, ae ‘beginning to modify ther
curricullum, provide flexibility in learning programs for paticular  students, and
generdly provide more support for students considering leaving school early’ 3¢

The drategies developed by the Whittlesea Youth Commitment have aso, according to
the review,:

created stronger links and much greater awareness between sectors
and agencies of the local systems and services that support young
people, particularly early school leavers. These links and greater
awareness are already having ‘spin-off’ effects in facilitating other
collaborative ventures of benefit to young people in the region.*”

However, the Whittlesea Youth Commitment (WYC) has achieved only partid success
in providing a framework for the exchange of data between agencies and to contribute
resources to a common pool of funds to provide specific services for young people®
Nevertheless, agreement has been achieved for dl government schools in the WYC to
pool a proportion of ther Managed Individud Pathways (MIPs) program funding to
appoint three trangtion brokers to work across the schools. Another success is the joint
production of a Guide for School Leavers that is widdy used. The Guide for Schoal
Leavers has provided a resource that is used by both agency staff as well as for young

people.

Shortcomings of existing arrangements

The OECD has outlined severd problems that the ‘looseness of the partnership
arangement can produce®*  Of ther nature, partnerships lack the inditutiond and
democratic legitimacy of more established bodies such as government agencies or locd
government.  Public servants on the partnership bodies may find it difficult to reconcile
the dedre of the locd aea patnership to achieve greater locd flexibilities with their
own inditutiond responghilities for accountability and requirements for Standardised
approaches. Partnerships may dso chalenge the power of locd dected officids where
they have a specific mandate that differs from that of the partners. The appointment of
people to the partnership who are not seen as representative of the wider community
may aso undermine the legitimacy of the partnership’s efforts.

The OECD notes that partnerships can be regarded as black boxes because ther
capacity to achieve reaults is dependent on an unknown combination of factors. These
include: the role of locd actors the extent and naure of involvement of centrd
government agencies and the impact of environmentd factors such as the ‘tyranny of
distance'.

35 Peter Kellock, 2001, p 4.
3¢ peter Kellock, 2001, p 4.
37 peter Kellock, 2001, p 4.
38 peter Kellock, 2001, p 4-5.
39 OECD, 2001, p 14-15.
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A 1993 dudy of partnership led locd employment initiatives identified two common
festures of the most successful patnerships.  The fird was cear and redidic locd
objectives and strategies based on an assessment of loca strengths and weaknesses and
a sound understanding of loca capecities. The second was that long-term sugtainability
depended on mobilisng locd human and financd resources raher than rdying on
externa personnd or funding.

Regional representatives of key funding agencies

The capacity to achieve better coordination depends on the good offices of the locd
sarvice providers. The key stakeholders missing in the Locd Learning and Employment
Networks are the regiond representatives of the federd and State funding agencies. The
involvement of these officids in the LLEN would make it eeser to achieve changes to
program guiddines or protocols which would faclitate information sharing between
programs.  The following concluson of the 2001 evduation of the School Focused
Y outh Sarvice highlights this deficiency:

Partnership approaches require reciprocity and the Government of the day had a
policy approach which distanced departmental staff from community agencies,
providing little management support and leadership. In those regions where there
was a strong relationship between DEET, DHS, schools and community agencies,
there was a model which could be used locally.*°

Conclusion

This submisson has highlignted severd problems confronting public policy and
program ddivery. One is the dlo effect whereby a program funded by one department
fdls outsde the purview of arangements managed by another department. This
provides ample scope for service providers to use the system to their short term benefit.

The second is the difficulty government, as managers of the sarvice delivery through an
ams length process, have in promoting collaboration and the diffusion of best practice.
Smply setting up a new funding source to do this under the control of government will
not be sufficient unless a different gpproach istried.

The third problem highlighted is how best to bring together dl the key stakeholders at
the point where the need is greatet — on-the-ground, focused on the complex and
multifaceted needs of individuas.

40 Evaluation of the School Focused Youth Service Summary March 2001
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