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Abbreviations

ACE Adult and Community Education
ACFE Board The Adult, Community and Further Education Board
AMES Adult Multicultural Education Services

AVETMISS  Australian Vocational Education and Training Management
Information Statistical Standard

CAE Council of Adult Education

CALD Culturally and Linguistically Diverse

COAG Council of Australian Governments

FTE Full-Time Equivalent

GDP Gross Domestic Product

GSP Gross State Product

GVT Growing Victoria Together

HILDA Household, Income and Labour Dynamics in Australia Survey

MCEETYA  Ministerial Council on Education, Employment, Training and
Youth Affairs

NCLC Narre Community Learning Centre

OECD Organisation for Economic Cooperation and Development
SCH Student Contact Hours

VCE Victorian Certificate of Education

VCAL Victorian Certificate of Applied Learning

VET Vocational Education and Training
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Glossary

ACE-type study

Discounting

Market benefits

Merit good

Net present value

Non-market benefits

educational studies that are equivalent or similar to
ACE, including certificate level qualifications. In
many cases, ACE modules may contribute towards
certificate-level qualifications.

placing a lower value on future credits than on present
credits of an equal sum. The ‘discount rate’ is the rate
at which future credits are discounted to find their
present value.

benefits that are traded in the market economy.

a good considered to be socially desirable, irrespective
of individual preferences to consume this good. The
provision of merit goods are typically subsidised by
governments.

the present value of an investment, calculated by
discounting all present and future credits and debits at
an appropriate discount rate.

benefits that are not traded in the market economy.
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Executive Summary

This study describes and quantifies the economic benefits resulting from adult and
community education (ACE) in Victoria. This analysis is provided to assist the
Victorian Government to evaluate the contribution of ACE to the achievement of
policy objectives and to the economies of local communities, regions and Victoria
as a whole.

Victoria’s ACE sector

ACE refers to ‘organised adult learning in community settings’ (Clemans et al.
2003). ACE is defined by its centrality of community focus, which distinguishes it
from other education sectors. In Victoria, ACE providers are considered to be those
providers that are community-owned and managed and not-for-profit (Volkoff &
Walstab 2007, p. 7).

Victoria’s ACE sector is one of the largest and most active in Australia — the
sector supports 384 ACE providers, training around 130 000 learners in more than
700 locations across the state each year (Office of Training and Further Education
n.d.). In 2006, total reported provision of courses by community-based ACE
providers and adult education institutions in Victoria from all funding sources
reached nearly 11 million student contact hours.

ACE is characterised by its wide accessibility to learners, providing courses that are
generally low cost (relative to more formal educational alternatives), have no or
limited pre-requisites, and are delivered through a network of community-based
providers. While these attributes position ACE as being accessible to the entire
community, ACE particularly appeals to learners whose needs may not be met by
more formal educational institutions. One of the strengths of ACE is its capacity to
engage the most educationally (and often, socially) disadvantaged learners, and be
truly flexible and responsive to the needs of the community. The broad geographic
spread of ACE providers makes learning accessible to a large number of Victorians,
particularly those in regional areas.

The role for government

In Australia, all three tiers of government fund ACE providers to varying degrees,
with state governments contributing the majority of public funding to the sector.
Public funding to the sector reflects the range of economic and social benefits that
flow from ACE activities.

The Victorian Government funds ACE through the Adult, Community and Further
Education Board (ACFE Board). The ACFE Board provides funding to registered
ACE providers for programs that target priority learning groups, such as people
with low levels of prior education and specific disadvantaged groups.

Vil
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From a policy perspective, the importance of ACE has been recognised at the
highest levels of government, and formalised through national statements such as
the Ministerial Declaration on Adult Community Education. ACE represents one
important mechanism through which the objectives of the Council of Australian
Government’s Human Capital stream of the National Reform Agenda can be
progressed. Within Victoria, ACE has a vital role in achieving the Victorian
Government’s policy objectives relating to education and training, as well as those
relating to community strengthening, regional development, civic participation and
a range of social policy imperatives. In this regard, ACE directly supports the
priorities of Growing Victoria Together and A Fairer Victoria.

Study findings: the economic benefit of ACE in Victoria
The total economic benefit of ACE in Victoria comprises two components, namely:
e market benefits — benefits that are traded in the market economy; and

e non-market benefits — benefits that are not traded in the market economy,
such as benefits to the health and wellbeing of ACE participants.

Within each of these benefit categories, benefits can be further categorised as
private, accruing to those individuals participating in ACE, or public, those
externalities (or ‘spillover benefits’) experienced by the wider community. Table
ES1 below outlines specific examples of the components of human capital that are
developed through ACE participation, organised into these classifications. The key
findings of the study relating to each of these benefit areas are discussed below.

Table ES1
COMPONENTS OF HUMAN CAPITAL DEVELOPMENT ATTRIBUTABLE TO ACE

Benefit Private Public
Market benefits o Increased productivity, * Productivity spillovers —
leading to increased more educated workers
wages from paid are able to increase the
employment productivity of colleagues

e Stepping stone to higher
education that then leads
to market benefits

Non-market benefits ¢ Health and wellbeing e Social capital
e Enjoyment of the ACE ¢ VVolunteerism and giving
environment « Decreased crime
* More efficient household

e Intergenerational benefits

management )
o Other benefits

e Other benefits

Source: The Allen Consulting Group.

Market benefits

The market benefits of ACE result from the additional productivity of Victorians
who have increased their human capital by participating in ACE studies. This
additional productivity may be reflected in individuals being able to enter the labour
force as a consequence of ACE, or increased production among those individuals
already in the labour force.

viii
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Key findings concerning the market benefits resulting from ACE participation over
the period 2007 to 2031 include:

Individual income — ACE-type study increased the income of individuals by
varying amounts depending on age and gender, with annual wage income
premiums as a result of ACE study of $8316-$12 829 for males, and $1336-
$2205 for females. The annual value of wage income attributable to ACE
completions from 2007-2031, is estimated to grow from $30 million in 2007
to $819 million in 2031, with a net present value of increased income over this
period of $7.5 billion;

Labour force transitions — an analysis of the labour market outcomes for
those individuals who undertook ACE study, compared with those who have
below ACE-type qualifications, illustrates the potential of ACE to assist
participants enter and transition within the labour force:

- among females reported as being unemployed in 2004, 63 per cent of those
females who undertook ACE study were in either full or part-time
employment in 2006, compared to 52 per cent among those women with
less than ACE-level education;

- for females who were not in the labour force in 2004, 37.6 per cent were in
employment in 2006 among those women who undertook ACE study,
compared to 11.3 per cent among women with less than ACE-level
education, and who were not participating in the labour force in 2001;

— the effect of ACE upon labour market transitions was found to be less
significant among males;

Gross State Product (GSP) — as a consequence the net present value of
additional GSP attributable to ACE over the period 2007 to 2031 is estimated
to be $16 billion. Furthermore, it is estimated that ACE study over the period
2007 to 2031 will contribute $955 million to Victorian GSP in 2031, up from a
contribution of $124 million in 2007 and $621 million in 2017.

The fiscal implications of the ACE sector include a net present value of Victorian
Government expenditure on ACE, and taxation revenue generated on the basis of
increased GSP in the 25-year period 2007 to 2031, estimated to be $21.7 million.

The Commonwealth Government is also expected to benefit significantly from
Victoria’s expenditure on ACE. For every dollar the Victorian Government collects
in taxation, the Commonwealth Government collects almost six dollars. Over the
period 2007 to 2031, the Commonwealth Government is expected to collect
taxation revenues resulting from Victorian ACE activity with a net present value of
$4.26 billion. This is shown in Figure ES1.
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Figure ES1
FISCAL IMPACTS OF ACE INVESTMENT IN VICTORIA

2007=-2031 Tolal = $4281.7m

2007

Total = 5370,4m
b 528 .2m
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% million
B Commamwealth Govesnment Bl Victorian Government

Source: ACG analysis

Furthermore, study in Victoria’s ACE sector in 2007 alone is expected to generate
$345 million in taxation revenues to the Commonwealth Government over the
following 25 years.

The Commonwealth Government is also expected to benefit from the Victorian
Government’s expenditure on ACE through ACE participants having lower levels
of unemployment and welfare dependency, however there is insufficient data to
calculate a robust estimate.

Non-market benefits

While non-market benefits are not as readily quantifiable, they are real and
substantial, and should not be overlooked when estimating the value of ACE in
Victoria.

A range of non-market benefits can accrue to learners engaging in all forms of
education, with a similarly broad range of benefits resulting from initiatives that
promote greater social inclusion and connectedness (Putnam 1993). Those non-
market benefits identified in the literature that are likely to be particularly relevant
to ACE learners — given the sector’s structure, courses, pedagogies and ethos —
include:

e improved personal health and wellbeing, such as reduced drinking and
smoking, lower rates of obesity, improved mental health, and increased
longevity (McMahon 2006; OECD 2001; Wolfe & Haveman 2001);

e enjoyment of the ACE environment, which participants often report as being
informal and supportive (Bowman 2006; Clemans et al. 2003);

o more efficient household management (McMahon 1998; Wolfe & Haveman
2001); and

e  other private non-market benefits.
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Non-market benefits accruing to the wider community as a result of ACE
participation include:

e increased social capital, as ACE providers are recognised as fostering
community wellbeing (Falk et al. 2000; Golding 2006; Townsend 2006);

e volunteerism and giving, with ACE participants recording higher rates of
volunteerism after completing ACE programs (Walstab et al. 2005);

e decreased crime, as ACE builds social capital through promoting volunteerism,
civic participation and informal socialising (Graycar 1999; OECD 2001);

e intergenerational benefits, as an individual’s educational attainment is a key
determinant of a range of outcomes for their children (McMahon 1998; Wolfe
& Haveman 2001); and

e  other public non-market benefits.

The social and non-market effects of education have been estimated to be equal to
or larger than the market effects (Wolfe & Haveman 2001; McMahon 2004). For
the ACE sector specifically, the non-market benefits it causes are likely to be
particularly significant given the range of outcomes to which the sector contributes
beyond economic and employment outcomes, such as personal wellbeing and
community participation.

In summary, market benefits are estimated to amount to an increase in GSP of $16
billion, and positive fiscal benefits to the Victorian Government of $21.7 million
over the period 2007 to 2031 in net present value terms, with non-market benefits
of at least a similar magnitude. These benefits are achieved relative to a Victorian
Government investment of $741 million over twenty-five years (in discounted
terms).

Xi
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Chapter 1
The role of adult and community education

This chapter outlines the ACE sector in terms of the organisations that provide ACE
services, the funding arrangements associated with ACE providers, the types of programs
delivered and the learners who participate in education through this sector.

Key points

e  ACE providers in Victoria are community owned and managed and operate on a not-
for-profit basis. The focus on local community is central to the ACE sector.

e ACE has particular appeal for those whose learning needs may not be met by more
formal educational institutions.

e  ACE providers receive funding from various private sources and government funding
from local, State and Commonwealth governments.

1.1 Adult and community education defined

Adult and community education (ACE") can be defined as ‘organised adult learning
in community settings’ (Clemans et al. 2003). ACE encompasses a range of
courses, which:

...Tall outside, but complement, the formal programs and qualification pathways provided by
the school, VET and higher education sectors. ACE focuses on the provision of learning
opportunities at a community level...(ABS 2006).

Other definitions of ACE articulate further characteristics relating to curricula,
learners, settings and relationships with other education sectors. ACE has been
described as having a number of defining characteristics, which include:

e focus — a central focus on learners and their needs;
e  provision — by community-owned or -managed providers;
e |earning ethos — a common set of adult or community learning principles;

e  course type — including short courses, personal enrichment courses, and adult
basic education;

e educational practice — drawing on characteristics of informality, access,
student support, and flexibility of content; and

e community centric — learning embedded and provided in a community
context, potentially benefiting the community as well as the individual
(Golding et al. cited in Birch et al. 2003).

These defining characteristics reflect the centrality of local community focus that
underpins the ACE sector. It is arguably this consistent focus at the local
community level that distinguishes the ACE sector from other education sectors,
and underpins its social and economic contribution.

In much of the international literature, ACE is also used as an acronym for ‘adult continuing education’, which
is analogous to adult and community education as it is defined in this paper.

1
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Appreciation of the role played by the ACE sector, including its social and
economic contribution, requires an understanding of the nature of ACE providers,
the programs and services they deliver, and the learners who access these programs
and services.

1.2 ACE providers

In Victoria, ACE providers are considered to be those providers that are
community-owned and managed and not-for-profit (Volkoff & Walstab 2007, p. 7).
ACE providers include the two major government-owned adult education
institutions — Adult Multicultural Education Services (AMES) and the Council of
Adult Education (CAE) — and those registered ACE organisations funded by the
ACFE Board to deliver programs. Given that ACE providers develop to meet the
learning needs of adults within their communities, the characteristics of ACE
providers are as diverse as the communities they serve.

ACE providers pursue a range of outcomes, at organisational, learner and
community levels. The specific outcomes pursued reflect both the focus and
capacity of each individual organisation. In addition, the education and training
priorities of government — as a significant funding provider to the sector — serve
to influence ACE programs, students and outcomes. Within Australia more broadly,
the COAG Human Capital Agenda — which aims to raise vocational skills and
improve workforce participation — establishes focus areas for governments and
education and training providers. The emphasis governments are placing reflects on
vocational education — ACE plays an important part in helping to deliver these
policy objectives.

ACE providers vary considerably in size and scope. ACE providers may have
minimal revenue, be run primarily by volunteers with a sole paid, part-time
coordinator, and deliver a very limited number of programs. Others have
multi-million dollar revenue streams, are significant employers in their
communities and deliver a wide variety of programs and services such as
employment related, vocational and personal development courses, youth services
and retail outlets that provide employment opportunities for disadvantaged
members of their communities. The programs and services that ACE providers
deliver continuously change to reflect the needs of their communities.

1.3 ACE funding

ACE providers receive funding from a range of public and private sources. Public
funding may be sourced through a variety of government programs and from
various levels of government. Private sector funding includes funding from
individuals, businesses, civic organisations, sponsors and donors.

In general:

o literacy programs are funded by governments, with individuals also
contributing towards the costs;

e civic and development education may be funded by civic society, government,
and philanthropic organisations;




THE ECONOMIC BENEFIT OF INVESTMENT IN ADULT AND COMMUNITY EDUCATION IN VICTORIA

e career and vocational training is often supported by government (particularly
when retraining the unemployed or disadvantaged learners) and businesses (for
job-specific training); and

e individual learners invest in all types of ACE, particularly leisure and
development education (Fretwell & Colombano 2000).

The socially inclusive objectives that characterise many ACE providers influence
the funding arrangements adopted for basic education and vocational skills for
certain disadvantaged social groups, with providers reducing or waiving fees to
enable access for those who may benefit most from participating in the programs.

The role and objectives of ACE point to a legitimate role for both public and private
funding contributions:

Although individuals and/or employers often bear the financial costs of ACE, there is
recognition of the need for investment of some public funds to support ACE programs in
literacy and foundation education and for some categories of clients to ensure access and
promote equity objectives (Fretwell & Colombano 2000).

14 ACE programs

The learning programs offered by ACE providers are tailored to the needs of their
local communities. As community needs and interests have changed over time,
ACE programs have responded to meet them. As an example, many ACE providers
offer recognised VET programs in addition to personal interest and development
programs in response to shifts in community attitudes towards vocational outcomes
(Bowman 2006, p. 5). ACE plays an increasingly important role as a ‘transition
platform’ to further, formal education, such as VET or higher education.

Similarly, ACE providers may enhance their offerings to meet changing community
needs, such as providing a craft shop through which items made during craft
courses can be sold, simultaneously providing opportunities for community
members to gain retail experience.

ACE programs can be classified into various categories. Victoria’s approach to
classifying ACE programs is set out in Box 1.1.
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Box 1.1
CLASSIFYING ACE PROGRAMS

The Adult, Community and Further Education (ACFE) Board classifies ACE programs
according to the following five categories:

e Adult literacy and numeracy — incorporating English as a Second Language (ESL),
literacy, numeracy and basic education courses. These programs assist learners
returning to education, those seeking entry to other forms of education and training,
and those with a language background other than English who are seeking to improve
their English language skills;

e VCE/VCAL — Victorian Certificate of Education (VCE) and the Victorian Certificate of
Applied Learning (VCAL);

o Employment skills — aimed at giving learners essential skills to enter the workforce,
or improve their employment skills more generally;

e Vocational — provide learners with specific skills either to enter or return to the
workforce or work in particular industries and occupations; and

e Enrichment — programs aimed at meeting learner’s personal development and
special interest needs. In Victoria, the ACFE Board does not provide funding for
programs of this nature.

Sources: ACFE Board 2007b; ACFE Board 2006.

1.5 ACE learners

One of ACE’s distinguishing characteristics is its wide accessibility to learners.
ACE courses are generally low cost (relative to more formal educational
alternatives), have no or limited pre-requisites, and are delivered through a network
of community-based providers.

While these attributes position ACE as being accessible to the entire community,
ACE particularly appeals to learners whose needs may not be met by more formal
educational institutions. One of the strengths of ACE is its capacity to engage the
most educationally (and often, socially) disadvantaged learners, including: older
workers, unemployed people, those not in the labour force, people with a disability,
people with incomplete schooling, ‘at-risk’ young people, those in small rural
communities, and people with Indigenous and culturally and linguistically diverse
(CALD) backgrounds (Volkoff & Walstab 2007, p. 28).

‘Typical’ ACE learners have been described as being people who (Kosky 2002):

want to improve their basic English language and numeracy;
e need basic education to obtain a job or further education;

e want training to start work, or go back to work, or change jobs, or keep their
job;

e want to do personal interest courses or other enrichment programs in a local
community;

o prefer to learn in the smaller, more intimate environment of a local centre; or

want to be part of a learning community.

By engaging these learners, ACE organisations fulfil a number of important roles
that provide significant social and economic benefits to the communities in which
they operate.
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Chapter 2
Why governments fund ACE in Victoria

This chapter explores why governments fund ACE by examining the role of ACE providers,
the nature and extent of benefits associated with ACE activities, in particular describing the
contribution made by Victorian ACE providers to achieving Victorian Government policy
objectives.

Key points

e  ACE gives rise to a diverse range of economic and social benefits.

e ACE can be viewed as a ‘merit good’ - without government funding individuals are
likely to undertake less ACE study than is socially desirable, despite the significant
benefits that flow to them as a consequence of such study.

e ACE directly supports the aims of the Human Capital stream of the Council of
Australian Governments’ National Reform Agenda.

e ACE plays an important role in achieving the Victorian Government’s policy
objectives relating to education, training, community strengthening, regional
development and civic participation.

2.1 The role of ACE providers

Governments provide funding to the ACE sector to generate the range of economic
and social benefits that flow from ACE activities. These benefits are associated
with the various roles that ACE providers play.

ACE providers have been described as performing six important roles that
contribute to the development of their local communities (Bowman 2006). These
roles are illustrated in Figure 2.1.
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Figure 2.1
THE ROLES OF ACE ORGANISATIONS
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Through fulfilment of these roles, ACE makes vital contributions to the economy
and the community. These roles, and the contribution they make to economic and
community development, are described below. Specific examples of the roles that
ACE providers serve are discussed in Appendix A, which presents case studies of
two ACE providers in Victoria.

Source: adapted from Bowman 2006.

Role of ACE — contributing to economic development

The major contribution to economic development made by ACE providers is
through improving workforce skills and participation rates. These contributions
flow from the following roles played by ACE providers:

e  Platform builders — ACE providers have demonstrated success in re-engaging
adults with learning, particularly among those groups that are unemployed or
not participating in the workforce. Learning is often a transition step to
employment, as ACE offers a relaxed environment in which to develop basic
education and skills, with many providers also delivering employment
advocacy and career advice services. As platform builders, ACE providers play
an important part in developing the economy’s human capital;
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Bridge builders into further education and paid work — longitudinal studies of
ACE learners (Birch et al. 2003; Walstab et al. 2005) demonstrate the high
capacity of ACE providers to engage adults in learning, and then connect them
to further education and/or paid employment. An Organisation for Economic
Co-operation and Development (OECD) study of continuing education among
adults in ten member countries (O’Connell 1999) found that an individual’s
employment status and level of educational attainment were important
determinants of participation in continuing adult education. Those who are
employed, and who have high levels of educational attainment, are a great deal
more likely to participate in continuing education, and do so for a longer
duration. As a result, the study observes that ‘current patterns of education and
training are thus likely to exacerbate rather than mitigate labour market
inequalities and processes of social exclusion.” ACE, as an accessible entry
point for adult learners, can potentially bridge learners into a virtuous cycle of
educational attainment and improved employment prospects, with
corresponding economic benefits to the individual and to society;

Work-skills developers — many ACE providers offer vocational training
across the spectrum of VET qualifications and fields of study that reflect
community demands. ACE providers also develop more generic skills that
enhance the employability of adult learners. The economic benefits that flow to
the individual are clear, as many jobs require VET qualifications and provide
increased salaries when higher certification levels are attained. The interests of
business are also served, as they are able to access more highly trained
employees, leading to greater economic contribution from business.

Role of ACE — contributing to community development

ACE providers contribute to community development in the following ways:

Facilitators of adult health — improving mental, physical and emotional
wellbeing — ACE has been shown to improve mental and physical health and
wellbeing by engaging adults in a range of productive pursuits, many of whom
may be socially marginalised. A study of adults returning to learning in the
United Kingdom (NIACE 2007) found that 89 per cent of learners reported
that returning to learning had a positive impact on their mental health, while 87
per cent reported positive physical health outcomes;

Promoters of citizenship — contributing to social cohesion and unity by
promoting and facilitating volunteerism in community activities. ACE
providers encourage volunteerism within their organisations. They offer a wide
range of volunteering opportunities ranging from board membership, to
tutoring of English as a second language (ESL) students, and assisting with
maintaining ACE provider gardens. Evidence indicates that graduating
students are more likely to become volunteers within their communities; and
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e  Community capacity builders — facilitating local networks and community-led
developments, which is aligned with current government policies that advocate
self help. ACE providers develop local networks of organisations and people,
building community resources and local leadership skills. Many ACE
providers offer a range of community services in addition to general education,
such as youth programs and employment services, and provide an important
contact point for referrals to other services, resulting in greater utilisation of
these services.

As noted previously, ACE holds a particular appeal to groups within the community
that may not access more formal educational institutions, highlighting the
significant and differentiated role played by ACE.

In Australia, many of the learning needs of the socially disadvantaged are not met by large well
funded formal institutions such as universities and technical colleges, but by community-based

learning providers — neighbourhood houses, community education colleges, community
groups and local libraries — places that may be considered ‘informal’ learning venues (Cross
2004).

The role of ACE can be further targeted to assist learners adapt to different stages
of life, using education to transition into life as a wage earner and member of
society during adulthood, and in later life when entering retirement. Across these
stages of life, experience and research shows that the methods of delivering these
skills to individuals at different stages of life must vary if they are to be effective.

In the absence of government funding for ACE, it is likely that many people would
be deterred from undertaking ACE, to the detriment of themselves and the
community at large. For this reason ACE, together with other forms of education
such as schooling, is considered to be a ‘merit good’ — without public funding
individuals would undertake less schooling or ACE study than is considered
socially desirable. Accordingly, despite the significant private returns from merit
goods such as education, it is appropriate that government subsidises their
provision. In many cases ACE is either providing the equivalent of Year 12
completion, or enhancing the skills of early school leavers, such that the rationale
for government funding for schooling also applies to many aspects of ACE.

2.2 The nature and extent of benefits

The previous discussion identified that ACE delivers a range of benefits, which are
experienced by both individuals and communities. This section develops a more
comprehensive profile of the nature of these benefits, and introduces estimates of
their magnitudes relative to costs.

Clemens et al. (2003) identify the outcomes achieved by ACE, conceptualised in
terms of those outcomes that benefit individuals (comprising of private, public and
work domains), communities and local economies. These outcomes are set out in
Table 2.1 and Table 2.2.
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Table 2.1
ADULT AND COMMUNITY EDUCATION OUTCOMES — INDIVIDUALS

Individual outcomes — changing people

In the private domain of family, In the public domain of citizenship, In work domain of both paid and
friends and personal interests community participation and debate unpaid
e Emotional wellbeing e Social connections o Skills towards and for employability
¢ Physical wellbeing e Cross-cultural knowledge and o Self-sufficiency
sensitivity
e Spiritual peace, maturity and e Contributions to organisational e Expanded pathways to work
achieving a sense of belonging capacity
¢ Cognitive development e Individual involvement in the e Income generation
community
¢ Communication skills e Knowledge of community and ¢ Professional development

government services
e Enhanced personal relationships
e Home sustainability
¢ Creative abilities
e Literacy and language

e Expanded personal choices and
pathways

e Mastery of recreational skills

Source: Clemens et al. cited in Adult Learning Australia 2006, p. 14.

Table 2.2

ADULT AND COMMUNITY EDUCATION OUTCOMES — COMMUNITIES AND ECONOMIES

Changing communities domain Changing local economies domain
e Connecting people to each other ¢ Productive enterprises
e Harnessing existing and new skills towards community ¢ Increased number and capacity of small businesses
building
¢ Active citizenship in local communities ¢ Employment advocacy, referral and placement
e Community activism e Microeconomic development
¢ Organisational synergies, connections and partnerships e Manufacture and creation of goods and services for sale
e Cultural contributions ¢ Savings in health costs
e Building and sharing community resources e Savings due to greater personal and organisational self-
sufficiency

e Generation of new community groups

e Enhanced community identity

e Empowerment of specific communities

¢ Community appreciation of and respect for diversity

Source: Clemens et al. cited in Adult Learning Australia 2006, p. 14.
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The outcomes for individuals, communities and economies associated with ACE
highlight the cascading nature of benefits that flow from ACE activities. The
linkages between outcomes at these levels are obvious for vocationally oriented
ACE programs. For example, if individuals improve their vocational skills they are
more likely to gain employment or be in a position to command higher wages.
Employers are better off as they have access to more highly skilled employees and
can therefore operate more effectively. The community is strengthened as it is
served by more effective organisations. The benefits to the community are
compounded when individuals move from being unemployed to being employed, as
they go from receiving public funds through social benefit payments, to
contributing to public funds through the taxation system.

A similar cascading of benefits holds for programs that improve literacy and
numeracy. In such cases, the flow on effects may also have an intergenerational
community benefit if, for example, parents are better able to engage in dialogue
with their children’s schools.

Similarly, as education is linked to improvements in participants’ health and
wellbeing, engagement in education including self improvement courses may lead
to improvements in health and corresponding decreases in demand for public
spending on healthcare. The purely non-monetary effects of education in terms of
better health of individuals, their spouses and their children, have been estimated to
amount to 40 per cent of the improvements education has on earnings (Grossman &
Kaestner 1997).

Quantifying the benefits

ACE contributes to community welfare and capacity by promoting active
citizenship, volunteerism, and a more informed electorate (Adult Learning Australia
2006; Comings et al. 2000). In economic terms, ACE develops the stock of human
capital, increasing the number of skilled workers and workforce participation rates,
as well as potentially increasing labour productivity.

Within the broader context of education, an OECD review (2001, p. 35) of research
studies suggests that the social impacts of learning — including benefits to health,
reduced crime, and greater social cohesion — could be as large, as the impacts on
economic productivity, or even larger.

Within Australia, there are currently more than one million adults undertaking some
form of study in the ACE sector (Department of Education, Science and Training
2003). While there is a limited literature available that quantifies the impacts of
ACE to these learners, their communities and economies, Birch et al. (2003)
provide an exploratory estimate of the economic and social impacts of the sector.
The study estimates that the ACE sector in Australia had an aggregate net economic
impact of $3.3 billion annually, comprised of a net community impact of $828
million and a private net vocational impact of $2.48 billion.”

The findings of this study are presented to provide an estimate of the scale of costs and benefits resulting from
Australia’s ACE sector. The study adopts an alternative methodology and treatment of costs and benefits to
that which is used in the Allen Consulting Group’s analysis of Victoria’s ACE sector.
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2.3 The policy context

In Australia, all three tiers of government fund ACE providers to varying degrees,
with state governments contributing the majority of public funding to the sector.
The different tiers of government may have slightly different, though
complementary, policy objectives they pursue through the ACE sector.

National policy

Nationally, the importance of ACE has been recognised at the highest levels of
government, and formalised through statements such as the Ministerial Declaration
on Adult Community Education (see Box 2.1).

Box 2.1
THE MINISTERIAL DECLARATION ON ADULT COMMUNITY EDUCATION

The Ministerial Declaration on Adult Community Education endorsed by the Ministerial
Council on Education, Employment, Training and Youth Affairs (MCEETYA) is testament
to the importance of ACE as a driver of innovation and economic and social progress.

ACE is particularly focussed on addressing the ‘knowledge gaps’ that separate those
adults with high levels of educational attainment from those not as effective at accessing
learning resources. Such persons may be poor, disabled, have low levels of literacy and
numeracy, have a non-English speaking or Indigenous background, or be geographically
or socially isolated. Such knowledge gaps also extend to many older people, who may
not have had the same learning opportunities as younger people.

To become engaged in ongoing learning, these adults require flexible learning solutions
relevant to their life circumstances. All adults need to acquire and maintain skills and
knowledge to manage and influence the transitions they face throughout their lives.

ACE is providing community-based solutions to these challenges. These solutions —
based on partnerships within communities and government — harness the potential of
community organisations, social and educational institutions and workplaces to create
innovative learning resources and opportunities.

In 2002, MCEETYA established four goals to guide the development of ACE in Australia.
These goals are to:

e expand and sustain innovative community based learning models;

e raise awareness and understanding of the role and importance of adult community
education;

e improve the quality of adult community education learning experiences and outcomes;
and

e extend participation in community based learning.

Sources: The Ministerial Council on Education, Employment, Training and Youth Affairs 2002;
Adult Learning Australia 2006.

MCEETYA is currently revising these goals and further integrating ACE into the
Human Capital stream of the National Reform Agenda of the Council of Australian
Governments, which aims to ensure all adults have the skills and qualifications to
enjoy productive lives.

The agenda places a particular emphasis on raising the skills of the existing
workforce, as well as expanding workforce participation among target groups
where participation has lagged, such as the long term unemployed, mature aged
people and women.

This agenda has specific implications for the ACE sector:

11
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Thus, there is a clear and emphatic focus on ‘continuous and lifelong learning’ to provide
people with the capacities to participate in the workforce and also to do so more effectively.
There is clearly a strong role for ACE here. ACE can (and already does) play an important
compensatory role in addressing the needs of both young and mature aged early school leavers,
particularly those with inadequate levels of literacy and numeracy, in gaining these core skills
and completing a secondary school certificate or vocational equivalent. It also prioritises
provision of training focussed on improving employability skills and specific vocational
skills...

ACE has a role here both in delivery, particularly of entry-level training and in effective
pathways information, guidance and preparation. There is a challenge for ACE in working
more collaboratively with enterprises to ascertain needs for upgrading the existing skills of
workers, identifying future skill needs and shortages and more closely connecting training with
work, particularly for unemployed people (Volkoff & Walstab 2007, p. 5).

Commonwealth Government funding for ACE providers is generally only available
to group training companies and not-for-profit job network providers. Some ACE
providers are eligible to participate in competitive funding processes, such as those
used for VET-specific government funding allocations. Some ACE providers also
access specific purpose funds from other social services government portfolios
(Bowman 2006).

Victorian policy

Growing Victoria Together (GVT) is the policy that sets out the Victorian
Government’s economic, social, and environmental objectives and declares
education and lifelong learning as one of the Government’s three main goals. ACE
has a vital role in achieving the Victorian Government’s policy objectives relating
to education and training, as well as those relating to community strengthening,
regional development, civic participation and a range of social policy imperatives.

Table 2.3 highlights the avenues through which ACE providers support GVT,
namely through: implementing GVT goals, progressing GVT targets, and
addressing other GVT challenges and strategic issues.

12
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Table 2.3

ACE ORGANISATIONS SUPPORTING GROWING VICTORIA TOGETHER

Implementing GVT goals Progressing GVT targets Addressing other GVT challenges
and strategic issues

e Improving participation and e By 2010, 90 per cent of young  Building cohesive communities and
achievement in education and people successfully completing Year reducing inequalities
training 12 or its equivalent

¢ Providing better links between e By 2005, a 6 per cent increase in the e Promoting the sustainability of our
education providers, business and percentage of young people aged 15 environments, communities and
communities to 19 in rural and regional Victoria industries

who are doing education and training

e Expanding opportunities for training e The proportion of Victorians learning e Strengthening rural, regional and

and learning all through life new skills will increase urban communities

¢ Reconciliation between Indigenous
and non-Indigenous Victorians

¢ Promoting rights and respecting
diversity

¢ Planning for the needs of our
changing population at all stages of
life

e Improving confidence and
participation in democratic decision-
making

Source: Kosky, L 2004.

A Fairer Victoria — the Victorian Government’s social policy action plan —
emphasises a number of priorities, most notably creating opportunity and reducing
disadvantage, that are consistent with the recognised benefits of the ACE sector.

The Victorian Government invests in community-based adult education through the
strategies identified in the Ministerial Statement on ACE: Future Directions for
Adult Community Education in Victoria (ACFE Board 2006b). Other key policies
relating to ACE include: Future Directions for Adult Community Education in
Victoria, Knowledge and Skills for the Innovation Economy, and Maintaining the
Advantage: Skilled Victorians. The following sections discuss the relevance of
these policies in terms of shaping activities and strategies in the ACE sector in
Victoria.

Future Directions for Adult Community Education in Victoria

Future Directions for Adult Community Education in Victoria sets out key
strategies for the ACE sector in Victoria. These include:

e Broadening the role of ACE — such as through community learning
partnerships, which link together relevant community organisations to the
delivery of learning outcomes;
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o Recognising the role of specific groups of learners — prioritising areas, groups
and individuals who need better access to adult education and training, to
improve the sector’s responsiveness to diversity across the state. Key learner
groups include: those learners who wish to gain basic skills or who have no
previous educational qualifications, Koories, men aged over forty-five, people
with a disability, people from culturally and linguistically diverse
backgrounds, young people aged fifteen and over, and people aged over 55;

e Enhancing the sustainability of adult community education provision —
assisting community-based adult education institutions to adopt practices
necessary to be viable and sustainable in the long term; and

e Investment in adult community education — increasing total investment in
adult community education through funding and in-kind support, fee-for-
service activity and participation in government community programs (Kosky
2004).

Knowledge and Skills for the Innovation Economy

Knowledge and Skills for the Innovation Economy is the Victorian Government’s
policy and strategy document for vocational education and training. While the focus
is on the contribution of TAFE institutions, registered training organisations, CAE
and AMES, there are several roles for ACE within this context. These include:

e  building closer linkages between VET — which has close ties with industry
— and ACE, schools and universities;

e improving linkages between VET and ACE at the provider level;

e using ACE and VET as a passage for people to return to formal education and
work; and

e to support Victoria’s drive to become an innovation economy, ACE — by
using formal and informal learning strategies, and personal and social
development models of learning — is important to cultivating innovation and
creativity in the economy (Kosky 2002).

Maintaining the Advantage: Skilled Victorians

Maintaining the Advantage: Skilled Victorians emphasises the importance of
effective education and training for the success of individuals, the economy, and the
community. ACE providers have a clear role in contributing to the priority actions
of Maintaining the Advantage: Skilled Victorians through:

e improving participation and achievement in education and training, by
assisting people with low levels of educational attainment to re-enter structured
learning;

e  providing better links between education providers, business and communities,
by involving people in learning for work and citizenship; and

e expanding opportunities for training and learning throughout all stages of life
(State of Victoria 2006).
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Local government policy

Local government priorities vary widely depending on the needs of their
municipalities. Local governments support ACE providers in various ways such as
providing premises at discounted rents, allowing ACE employees to access local
government training courses and providing grants for specific purposes.

Conclusion

The legitimacy of the broad range of roles played by ACE organisations is being
acknowledged:

ACE is increasingly recognized...as playing a key role in development and maintenance of
civil societies, development of the workforce, as making a positive contribution to overall
economic development, and as an integral part of the process of lifelong learning (Fretwell &
Colombano 2000).

This legitimacy reinforces that it is appropriate for ACE funding to flow from both
public and private sources.
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Chapter 3
ACE In Victoria

This chapter describes the ACE sector in Victoria including the funding arrangements in
place, the nature of providers and their workforce, programs offered, learners engaged,
pathways to employment and ACE pedagogies.

Key points

e  The Victorian Government investment in ACE is based on enrolment and qualification
figures for programs that target priority learning groups including people with low
levels of prior education.

e In 2006, the Victorian Government was the leading source of ACE funding providing
for over 7 million student contact hours and over 202 000 module enrolments.

e Victoria’s 384 ACE providers are spread widely across the State making learning
accessible to a large number of people.

e  Many ACE learners reported that ACE study provided benefits relevant to their work
or if unemployed, provided benefits that helped them to get a job.

Victoria’s ACE sector is one of the largest and most active in Australia — the
sector supports 384 ACE providers, training around 130 000 learners’ in more than
700 locations across the state each year (Office of Training and Further Education
n.d.).

In 2006, total reported provision of courses by community-based ACE providers
and adult education institutions in Victoria from all funding sources (including
fee-for-service) reached nearly 11 million student contact hours. For these services,
government was the leading source of funding, providing for over 7 million student
contact hours and over 202 000 module enrolments in 2006 (ACFE Board 2007)."

3.1 ACE funding in Victoria

The Victorian Government funds ACE through the ACFE Board, which provides
funding to registered, community-based not for profit organisations (ACE
providers), and two publicly owned adult education institutions, the CAE and
AMES.

The Victorian Government invests in ACE based on enrolment and qualification
figures for programs that target priority learning groups, such as people with low
levels of prior education and specific disadvantaged groups. This emphasis was
reflected in the Ministerial Statement: Future Directions for Adult Community
Education in Victoria (Kosky 2004):

This figure includes government funded and fee-for-service learners.

In addition to funding ACE providers, the Victorian Government, through the Office of Training and Tertiary
Education, funds TAFEs and eligible private providers to deliver programs such as literacy, numeracy and
employment-related skills.
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We will prioritise areas, groups and individuals that need better access to adult education and
training. Those learners who wish to gain basic skills or who have no previous educational
qualifications will continue to be a priority. We will invest accordingly.

The ACFE Board provides funding for certain ACE programs, which are: adult
literacy and numeracy; employment skills; VCE and VCAL; and vocational
programs. The ACFE Board does not fund enrichment programs. Box 3.1 sets out
the ACFE Board’s arrangements for disbursing recurrent funding to ACE providers.

Box 3.1
ACFE BOARD RECURRENT FUNDING GRANTS

The ACFE Board funds ACE providers through three recurrent funding grants, which are:

o Delivery — ACFE Board funding for the delivery of programs is based on state-wide
average price per student contact hour, with the expectation that all students —
excepting for cases of extreme hardship — should contribute towards the cost of their
education;

e Delivery Support Grant — provided to strengthen organisational capacity and
capability to deliver programs; and

e Fee concessions — funds are provided to those eligible ACE providers that deliver
programs to learners with valid concessions, acknowledging those fees forgone by the
provider.

Source: ACFE Board 2007c.

The ACFE Board also manages the development of Crown Copyright Further
Education curriculum, providing for those education programs that lead to the
development of knowledge and skills that are not specific to any particular
occupation (The Education and Training Reform Act 2006). Government
investment in this suite of entry-level courses ensures that ACE providers have a
ready facility to attract and support adult learners who may not have gained Year 12
or equivalent and need initial assistance to participate in further study, the
workforce and their community.

This curriculum is used by ACE, alongside the complementary suite of Crown
Copyright General Education courses managed by the Office of Training and
Tertiary Education, to provide a unique alternative adult learning pathway from
pre-accredited programs’ through to Diploma level. Adults enter and exit according
to their individual needs as they access further study and employment opportunities.

In addition to the recurrent funding grants provided by the ACFE Board,
Commonwealth Equipment Grants are available to ACE providers on a
semi-ongoing basis. These grants provide funding towards: equipment or furniture;
communication and computer equipment to support flexible training delivery; and
administrative equipment to support the management and reporting of Australian
Vocational Education and Training Management Information Statistical Standard
(AVETMISS) compliant data.

Pre-accredited delivery is the provision of modularised, customised education and training programs developed
at a local level to meet the needs of individual learners who have little experience or no recent experience of
education and training, and who may therefore lack the confidence and skills to readily engage with nationally
accredited programs. Pre-accredited training is the precursor to accredited delivery in ACE, especially in
locations where there are no other adult education providers from other sectors.
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On a non-recurrent basis, the Victorian Government also invests in the ACE
‘platform’, in terms of capital works, ICT infrastructure and equipment, and the
capacity of ACE organisations, staff and volunteers. The Victorian Government,
through the Community Support Fund, provided one-off infrastructure funding to
ACE providers, subject to certain co-contribution levels being met. Between 2001
and 2003, this program invested $9 million of ACE capital funding, leveraging
total infrastructure projects valued at $25 million.

Other programs offered by ACE providers attract funding from other areas of
government, community, industry and private sources.

3.2 ACE providers in Victoria

In Victoria, registered ACE organisations are ‘not-for-profit, community-based
organisations that are able to demonstrate that adult education and training is a key
focus of their business’ (ACFE Board 2006b). Community-based ACE providers
are independent organisations, governed by volunteer boards of management and
able to appoint their own staff.

Box 3.2 sets out the requirements for registering as an ACE provider in Victoria.
Registration is required for those ACE providers seeking to obtain ACFE Board
funding.

Box 3.2
REGISTERING AS AN ACE ORGANISATION IN VICTORIA

Registered ACE organisations are required to meet certain quality criteria. Organisations
are registered for up to three years. Registration as an ACE organisation with the ACFE
Board is a necessary, but not sufficient, condition to receive ACFE Board funding.

The registration of ACE organisations is managed by the nine Regional Councils of the
ACFE Board, which consider, assess and determine registration applications on behalf of
the ACFE Board. On behalf of the Victorian Government, the ACFE Board has annual
Performance Agreements with the nine Regional Councils of ACFE. These Agreements
identify the ACFE Board’s priorities for community-based adult education and training.

To meet these priorities, the ACFE Regional Councils through Funding and Service
Agreements, contract registered ACE organisations to deliver education and training
programs and services to their local communities.

Organisations wishing to be registered with the ACFE Board as an ACE organisation
must demonstrate that it meets criteria pertaining to:

e Education — education is identified as a key function of the organisation, and it has
the capacity to provide quality adult education programs that satisfy Victorian
Government priorities;

e Community — ACE organisations need to engage with, and be controlled by,
members of their community, and provide programs that are accessible to the general
community; and

e Business and governance — ACE organisations are required to be incorporated in
Victoria as community-owned and -managed not-for-profit incorporated association or
company, and have certain governance policies and procedures to ensure appropriate
conduct of business.

A number of types of organisations are ineligible to become registered ACE
organisations, including commercial organisations for private profit.

Source: ACFE Board 2006b.
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Within Victoria, there were 384 registered ACE providers in 2006, of which 186
were Registered Training Organisations (RTOs). There are two major government-
owned institutions that are significant ACE providers, namely the CAE and AMES.
The sector is characterised as having a ‘long tail’ of small providers offering ACE
programs in local communities (Volkoff & Walstab 2007, p. 27), which enables
providers to be truly flexible and responsive to the needs of the community. Figure
3.1 illustrates the widespread presence of ACE providers across Victoria — TAFES
and universities are also represented for comparative purposes. The broad
geographic spread of ACE providers makes learning accessible to a large number of
Victorians.

Depending on demand, in some instances ACE providers deliver services beyond
the local government area and ACFE region within which they are located.

Figure 3.1
ACE PROVIDERS IN VICTORIA
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Source: ACFE Board 2007.

3.3 ACE workforce in Victoria

One of the distinguishing features of the ACE sector relative to other education
sectors is the extensive involvement of volunteers in many ACE providers (Harris
et al. cited in Bowman 2006).

A workforce profile of ACE providers (CWCC cited in Volkoff & Walstab 2007)
reported that 91 per cent of ACE providers had volunteers. In particular, small and
medium ACE providers (those with an annual turnover of less than $100 000, or
between $100 000-$500 000) were more reliant on volunteers than large providers
(those with an annual turnover in excess of $500 000). Across Victoria, it is
estimated that there could be as many as 16 000 volunteers assisting ACE
providers.
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ACE providers are also significant employers in their own right. It is estimated that
Victorian ACE providers have 6000 sessional staff appointments’, and employ
around 1800 casual staff.

Figure 3.2 profiles the workforce composition of ACE providers by size.

Figure 3.2
WORKFORCE COMPOSITION
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Source: CWCC cited in Volkoff & Walstab 2007, p. 27.

3.4 ACE programs in Victoria

In 2006, total reported provision by ACE providers was 368 608 module
enrolments, with a total of 10.9 million student contact hours. The programs being
studied by ACE learners in Victoria are set out in Table 3.1.

Table 3.1
PROGRAMS STUDIED BY ACE LEARNERS IN VICTORIA

ACE program category Proportion of student contact hours
(per cent)
Adult literacy and numeracy 24
Employment skills 12
VCE / VCAL 3
Vocational 41
Enrichment 20

Source: Volkoff & Walstab 2007.

Table 3.2 sets out the distribution of government funded provision in ACE
providers across ACE program categories in 2006.

This figure refers to sessional appointments, rather than individuals employed. Persons employed on a
sessional basis may work for more than one ACE provider.
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Table 3.2
GOVERNMENT-FUNDED PROVISION IN ACE PROVIDERS BY PROGRAM CATEGORY,
2006

ACE program category Module enrolments Student contact hours

(per cent) (per cent)

Adult literacy and numeracy 18.25 31.05

Employment skills 19.26 16.63

VCE / VCAL 2.36 5.36

Vocational 60.12 46.96

Source: ACFE Board 2006.

3.5 ACE learners in Victoria

In 2006, the ACFE Board funded over 49 000 learners, or approximately 38 per
cent of total activity reported by ACE providers (ACFE Board 2007). ACFE Board
funding reached a relatively greater proportion of learners in regional areas than
those living in metropolitan areas — 47 per cent of the ACE learners lived in non-
metropolitan regions, whereas around 27 per cent of Victoria’s population lives in
non-metropolitan regions (ACFE Board 2007).

In line with State Government priorities in 2006, 41 percent of ACFE Board funded
learners had low basic skills (less than Year 12 or equivalent). Of these learners
with low basic skills, 36 per cent had a previous schooling level of Year 9 or less.
In addition, it is evident that ACE learners do use ACE as a platform for further
education — 74 per cent of those studying a Certificate 1 or below in 2004
progressed to a Certificate 11 or above in 2005 (ACFE Board 2007).

3.6 ACE and work in Victoria

A recent study of ACE learners (Walstab 2007), found that among those who were
employed, many reported benefits of their ACE study for their employment:

e 73 per cent said that their study helped with tasks they do at work;

e 61 per cent said it taught them skills to help them get a better job;

e 47 per cent said that it helped them to get a job, and

e 26 per cent said that their study helped them to set up or run a business.
Among those ACE learners who were unemployed in 2005, by 2006:

e 68 per cent reported that their study had taught them skills to help them get a
job; and

e 58 per cent said that their study had helped them to get a job.
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These figures support the notion that ACE plays an important role in building
human capital in a manner that is accessible to some of the least educated
Victorians, supporting the development of generic employment skills and specific
vocational skills. As noted by a research report into ACE pedagogies in Victoria:

ACE teachers or practitioners draw on a wide range of strategies, approaches and pedagogies to
foster and nurture generic skills development. These skills and approaches are intrinsic to and
connect with the cultures that characterise ACE centres, ACE environments, and ACE places:
what we have called, ‘the pedagogies of plACE’ (Sanguinetti et al. 2004, p. 6).

3.7 ACE pedagogical approach in Victoria

A key strength of ACE teaching and learning environments is the flexibility to
tailor activities to meet the particular needs and interests of learners. Critical to this
is ACE’s combination of a learner-centred pedagogical approach within supportive,
community-based learning environments (Sanguinetti et al. 2004). This approach
distinguishes ACE from other more formalised educational institutions, and
provides adult learners with alternative learning pathways.

Victoria’s ACE pedagogical framework is set out in Table 3.1. The framework was
developed in conjunction with ACE teachers, and highlights the importance of the
local, place-based nature of the ACE sector. The framework aligns five ACE
pedagogical principles with four pedagogical dimensions, which are:

e the teacher — the personal, social and attitudinal characteristics of ACE
teachers;

e the teaching — the practices, approaches, methods, strategies and purposes;
o the place — the geographical, social and institutional contexts of ACE; and

e the curriculum — the content, purposes and approaches to assessment
(Sanguinetti et al. 2004).
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Table 3.1

VICTORIA’S ACE PEDAGOGICAL FRAMEWORK

Principles of ACE
pedagogy

Teacher

Is engaged with
learners and their
learning on a
personal level

Is reflective and open
about their own
practice and
professional learning
journey

Is able to improvise
and take risks

Is aware of relations
of power

Is patient and able to
put trust in the
learning process

Source: Sanguinetti et al. 2004.

Dimensions of ACE pedagogy

Teaching

Is developmental
(starting from where
learners are at and
consciously helping
them to progress)

Is largely (but not
exclusively)
experiential

Fosters skills of
critical literacy

Includes various
strategies to
empower learners

Is multi-layered and
eclectic

Place

Embodies collective
values: commitment
to education, to
community service
and to the ACE sector
itself

Is a strongly
networked community
of teaching and
learning practice

Is community-owned
and is engaged in
community building
locally

Is led by
management
committed to enabling
learning processes
and staff needs

Creates a sense of
belonging

Curriculum

Prioritises learner
needs through
creative assessment
for accredited
curricula

Is oriented towards
generic skills for
employment, life and
further study

Is contextualised (in
terms of local,
community and
individual issues,
interests and needs)

Is negotiated
wherever possible
(i.e. learner respected
as key player and
partner in the
learning)

Opens pathways
through accredited,
non-accredited and
enrichment programs
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Chapter 4
Market benefits of ACE

This chapter estimates the economic contribution made by ACE to Victoria." This
contribution is made from the additional production at work of Victorians who have
increased their human capital through undertaking ACE studies.

The chapter has three components. The first component provides an overview of the concept
of human capital, with particular reference to ACE. The second component estimates the
value of the human capital expected to be developed by ACE in Victoria over the next 25
years. The final component estimates the fiscal implications, for both the Victorian and
Commonwealth Governments, of the increase in human capital attributable to ACE.

Key points

e ACE has a substantial effect on both labour force participation and productivity rates.

e  The additional GSP attributable to ACE in the 25 year period 2007 - 2031 is estimated
to be $16.6 billion (discounted in constant 2007-2008 dollar terms).

e The combined value of the Victorian Government’s investment in ACE and taxation
revenue generated on the basis of the increase in GSP in the period 2007 - 2031 is
estimated to be $21.7 million (discounted in constant 2007-2008 dollar terms).

e  Qver the period 2007 - 2031, it is estimated that the Commonwealth Government will
collect tax revenue of $4.26 billion (discounted in constant 2007-2008 dollar terms)
arising from increased incomes associated with completion of ACE study.

4.1 What is human capital?

Overview

The concept of human capital is a natural extension to that of physical capital.
Physical capital, such as a factory, has a value through being a source of both
current and future flows of income and wealth (Rosen 1989). So too does human
capital, with the early work by Nobel prize winner Gary Becker in the 1960s
defining human capital as the skills, knowledge and health instilled in an individual
that is able to generate a financial return through employment and increased wages
(Becker 1993). Human capital does not just include skills or wage earning ability;
human capital also includes the ability to make better decisions about one’s life in
general.

The analysis reported in this chapter uses unit record data from the Household, Income and Labour Dynamics
in Australia (HILDA) Survey. The HILDA Project was initiated and is funded by the Australian Government
Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and is managed by
the Melbourne Institute of Applied Economic and Social Research (MIAESR). The findings and views
reported in this chapter, however, are those of the authors and should not be attributed to either FaHCSIA or
the MIAESR.
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There are a number of sources of human capital. Formal education, innate qualities,
and family and societal environment interact with each other to form human capital,
which is represented through the increased productive capacity of individuals. The
outcomes of human capital comprise both economic and non-economic benefits
(also referred to as market, and non-market or social benefits respectively). Figure
4.1 below provides a high level overview of human capital, comprising its sources,
aspects and outcomes.

Figure 4.1
HUMAN CAPITAL: SOURCES, ASPECTS AND OUTCOMES

Sources Education, an-the-j Innate qualities Family, sociatal and
training, inform genetically othear environmental
leamning inharited factors

HUMAN CAPTTAL

1. Basic human capital = productive capacities

2. Wider human capital = ability to develop and
deploy these capabllities

/ p
/ ™
f e
ECONOMIC BENEFITS NON-ECONOMIC BENEFITS
1. Individual 0.9, higher sarnings, iower 1. Inigivicdual (6.9, well-being, job satistaction)
untconmes Rt D

2. Social (e;g. commundly panicipation, lower
2 Enlerprisafwhoie economy (e.g crime rates)
productivity pains)

Source: OECD 2002, p. 120.

A key facet of human capital theory is that governments or students do not make
human capital investments simply through allocating money or time to attending
ACE courses. Rather, education only increases an individual’s human capital to the
extent that the study generates a future return. This is an important distinction —
governments or students may finance ACE, however a human capital investment is
only made insofar as the person receiving the education is able to obtain a future
return from that education. If the future return is low, it can be said that only a small
human capital investment has been made. Put another way, a government or
individual could spend a great deal of money on ACE, but only end up making a
small investment in human capital.

Components of human capital

The early economics research in this field saw human capital as providing an
alternative explanation to human ability when examining differences in individual
earnings. Furthermore, this research took the approach that acquired human capital
was able to explain labour market outcomes such as wages and income inequality.

The definition of human capital has evolved to encompass not just skills and
knowledge generating a financial return through increased wages, but to also
include personal and social welfare. This broader definition is reflected in an OECD
perspective on human capital:
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The knowledge, skills, competencies and attributes embodied in individuals that facilitate the
creation of personal, social and economic well-being (OECD 2002).

With this broader definition of human capital now in common use, it is appropriate
to disaggregate human capital into a number of components. This disaggregation
distinguishes between market and non-market benefits, and between benefits that
accrue to the individual who has undertaken the human capital development
(private benefits), and benefits that accrue to others (public benefits). Table 4.1
provides this breakdown, with a number of examples of market and non-market
benefits reported, allocated between private and public benefits.

Table 4.1
COMPONENTS OF HUMAN CAPITAL DEVELOPMENT ATTRIBUTABLE TO ACE

Benefit Private Public
Market benefits ¢ Increased productivity, o Productivity spillovers —
leading to increased more educated workers
wages from paid are able to increase the
employment productivity of colleagues

e Stepping stone to higher
education that then leads
to market benefits

Non-market benefits e Health and wellbeing e Social capital

¢ Enjoyment of the ACE ¢ VVolunteerism and giving

environment e Decreased crime

e More efficient household
management

e Other benefits

e Intergenerational benefits
o Other benefits

Source: Allen Consulting Group.

Market benefits are those benefits that are ‘traded’ in the market economy and
reflected in economic measures such as GDP (e.g. increased labour force
participation and labour productivity). A further market benefit associated with
ACE is the ‘stepping stone’ effect — ACE study is able to lead to further education
(such as TAFE or university) which then leads to market benefits.

Non-market benefits are those benefits attributable to human capital investment,
which are not traded in the market economy. Public non-market benefits are the
externalities (or ‘spillover’ benefits) experienced by the wider community. Private
non-market benefits are those benefits not traded in the market economy, but are
accrued by the individual who made the human capital investment. Examples
include improved health and wellbeing, and the value of knowledge not rewarded in
the market economy.

Labour market returns associated with human capital investment are mostly a
private benefit — much of the financial benefit goes to the individual who is
working. However, there are also significant public returns from increasing human
capital, including reduced levels of crime, the effects of increased earnings and
taxes that finance the health care and education of others, and even the ability of
voters to make better decisions at the ballot box (McMahon 2006; Moretti 2005).
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Literature on the market benefits of ACE

Although there is extensive research on the market benefits of school, vocational
and university education, there is little research on the market benefits of ACE-type
education. ACE-type education includes studies equivalent or similar to ACE, such
as certificate level qualifications.

For example, recent Productivity Commission research using the HILDA Survey
and controlling for other factors has estimated that Year 12 completion increases
the probability of labour force participation in males by 5.7 percentage points,
compared to only completing Year 11 or lower. Higher qualifications have an even
more profound effect, with a degree or higher increasing the probability of labour
participation in females by 16.9 percentage points. However, ACE-type education
is not specifically examined, with diploma, Certificate Il and IV level education
grouped together. Further, Certificate I and 11 level education is grouped with “Year
11 or lower’ education, and no analysis at all is undertaken of single-unit ACE
studies. The lack of analysis of single-unit ACE study is a consequence of the
HILDA Survey not asking any questions about whether respondents have
undertaken this form of study (Laplagne, Glover & Shomos 2007).

One study examined the relationship between adult education and labour market
earnings using the National Child Development Study (NCDS) from Great Britain.
This study considered whether educational qualifications awarded in middle
adulthood (aged 33-42 years) affect labour market earnings in men. Earnings are
measured by gross hourly wages, with educational levels considered ranging from
school-equivalent completion to postgraduate education. The study found that there
were no genuine returns to qualifications completed in adulthood, as these returns
were already present before the qualification was awarded due to pre-existing
abilities and skills (Silles 2007).

In key skill areas targeted by ACE, such as literacy amongst adult migrants,
Canadian research suggests that literacy amongst university-educated migrants
would eliminate about two-thirds of the immigrant earnings disadvantage among
university-educated workers. Furthermore, the same research suggests that literacy
amongst native-born Canadians is as important for earnings as it is for migrants
(Ferrer, Green & Riddell 2006). A limitation of this study is that it does not
examine the effectiveness of programs aimed at improving adult literacy.

4.2 Valuing the market benefits of ACE

Introduction

Drawing upon the above discussion, this section provides estimates of the economic
benefit to Victoria from ACE in the 25-year period 2007 to 2031. The methodology
is first outlined, followed by documentation of the results of our analysis. The
Victorian Department of Treasury and Finance was consulted during the
development of the methodology.

The underpinning research question to be answered by this analysis is: ‘by how
much is Victorian Government funded ACE study over the period 2007 to 2031
expected to increase production, and thus labour market earnings and Gross State
Product over the same period?’
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Methodology

The methodology for this economic benefit analysis was developed on the basis of
the available administrative and population survey data sets. The nature of ACE,
whereby individuals may undertake study ranging from one or two modules to a
full certificate, posed significant methodological challenges.

Data sources

The key data sets used to undertake this analysis were:
o the HILDA Survey;
e ACFE Board student record data;

e Victorian Department of Planning and Community Development population
forecasts; and

e Australian Bureau of Statistics (ABS) labour force survey results.
A number of other ABS survey data sets were also used for aspects of the analysis.

It should be noted that following much consideration, the results of the ACE
Longitudinal Study (2004-06) have not been directly used in the economic benefit
analysis. This decision was taken as the ACE Longitudinal Study only surveyed
ACE participants, meaning that no comparisons could be made between non-ACE
and ACE students. However, useful comparisons are able to be made between the
ACE Longitudinal Study, and the HILDA analysis, particularly for labour force
transitions.

Analysis method

The method applied in estimating the extent to which ACE study may increase
labour market earnings and Gross State Product (GSP) is detailed in Table 4.2.

A key facet of the estimation process was analysing the HILDA Survey to identify
whether, on average, individuals who have undertaken ACE-type study have a
higher annual wage income than individuals with no existing qualifications. The
higher wage earned as a consequence of ACE-type study is the ‘wage income
premium’. ACE-type study was defined as a Certificate | to 1V, with individuals
with no existing qualifications identified on the basis of having only Year 11 or
below level education. This analysis was undertaken separately for males and
females, and for the age groups 25-49 and 50-59. The analysis was limited to
Wave 5 of the HILDA Survey.

Another feature of the analysis was estimating the certificate-equivalent of ACE
study. This stage is critical as a large number of ACE students undertake only a
handful of ACE modules, comprising fewer SCHs than contained in a full
certificate qualification. Such ACE study is assumed to have a benefit proportionate
to the number of contact hours in certificate-level study. This assumption is
considered reasonable because in many cases modules of study are subject to the
same accreditation and quality requirements when undertaken individually or as
part of a certificate program. Furthermore, only those SCHs considered as having a
market benefit were included in the analysis, comprising all reasons for study with
the exception of personal interest and self-development.
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Table 4.2

The accumulation of education in the Victorian population is known as the human
capital stock, with the size of the stock attributable to ACE estimated as part of our
analysis.

STAGES IN VALUING THE MARKET BENEFITS OF ACE - METHOD

Stage Detailed method

Estimate effect of ACE-type
study upon individual income

Identify ACE student contact
hours (SCH) with market benefit

Forecast ACE student contact

hours with a market benefit

Estimate future human capital
stock

Value future human capital
stock

Estimate GSP impact of future
human capital stock attributable
to ACE

Source: The Allen Consulting Group.

e Using HILDA Wave Five, estimate difference (wage income premium) between
average annual income for males and females aged 25-49 and 50-59, with ACE-type
education as highest qualification (i.e. any certificate), and individuals with lower level
of education (Year 11 or below)

o Estimate average income for age groups below 25, and above 59, on basis of hours
worked relative to 25—49 and 50-59 age groups

e Using 2006 ACFE student data, identify ACFE funded SCH with market-benefit related
reason for study (all reasons except personal interest and self development)

o Estimate proportion of ACFE funded hours with a market benefit reason for study

o Estimate market-related benefit SCH per capita, by age group and gender, in years
2004-2006

o Forecast future market-related benefit SCH per capita using population forecasts
(assumes average SCH per capita by age and gender for 2004-06 increases with
population growth)

e On basis of forecast SCHs in period 2007-2031, estimate future Victorian human
capital stock attributable to ACE, factoring in population ageing and movements in and
out of the work force

e Convert human capital stock measured in SCH to certificate equivalent

» Value future human capital stock (total wage income attributable to ACE) using
estimated income premium attributable to ACE

o Estimate net present value of future human capital stock, discounting with Treasury
capital indexed bond rate

o Estimate GSP impact of income premium attributable to ACE, dividing 2006 Victorian
Gross State Product per employee week, by Victorian total average weekly earnings

o Estimate net present value of increase in GSP, discounting with Treasury capital
indexed bond rate

Key assumptions

The key assumptions associated with the methodology are explained below.

Wage income premium is attributable to ACE study

The analysis assumed that the difference in average annual income in HILDA Wave
Five between individuals who have completed ACE-type education, and individuals
who have no existing qualifications, is due solely to ACE-type education. The
analysis did not seek to control for other differences between individuals that may
affect the size of the wage income premium attributable to ACE-type study. It was
not possible within the scope of the project to undertake this econometric analysis.

Further, the analysis of wage income encompasses:

e increases in income that may be received by people already in employment
who increase their productivity through ACE
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e ACE contributing to people increasing their participation in the labour force.

Increased participation as a consequence of ACE could involve people entering full
or part-time employment following unemployment or a period of non-participation,
or a movement from part-time to full-time employment.

Linkage between ACE module study and certificate-level study

The assumption that ACE study is analogous to certificate-level study was
discussed with a number of ACFE staff. This assumption was considered
appropriate given that, in many cases, ACE module study may contribute towards a
formal certificate qualification. Furthermore, individual modules are often subject
to the same accreditation and quality requirements of a full certificate. As part of
this assumption it was estimated that there were approximately an average of 500
student contact hours in a certificate.

Growth in ACE study in line with population growth

To forecast future ACE SCHs, the modelling first estimated SCH per capita by age
group and gender. The model then applied these estimates to DPCD projections of
Victoria’s population. A key assumption was that ACE delivery grows in line with
population growth by gender and age group.

Results

Estimating the effect of ACE on income

The results of the estimation of the market benefits attributable to ACE are reported
in Table 4.3, indicating that ACE has a substantial effect upon both labour force
participation and productivity. These estimates are broadly in line with other
research, and estimates published by the Australian Bureau of Statistics (ABS
2006). The effect of ACE upon employment status is reflected in these estimates,
with individuals with less than Year 12 education and not in employment having
wage income equal to zero.

Of particular significance is the finding that there is a smaller wage premium from
ACE-level education in females. This finding is consistent with other labour
economics research. On average, women work fewer hours per week, and have a
lower labour force participation rate than men. This difference is largely explained
by the wide range of effects of child-bearing upon female employment (Office of
Women, 2007) .

30



THE ECONOMIC BENEFIT OF INVESTMENT IN ADULT AND COMMUNITY EDUCATION IN VICTORIA

Table 4.3
STAGES IN VALUING THE MARKET BENEFITS OF ACE - SUMMARY RESULTS

Stage Summary results

Estimate effect of ACE-type
study upon individual income

Identify ACE student contact
hours (SCH) with market benefit

Forecast ACE student contact
hours with a market benefit

Estimate future human capital
stock

Value future human capital
stock

Estimate GSP impact of future
human capital stock attributable
to ACE

Source: The Allen Consulting Group.

Average annual wage income premium

Males Females
Age 25-49 $12 829 $1 336
Age 50-59: $8 316 $2 205

Additional annual wage premium derived on basis of hours worked

Males Females
Age 15-19: $3 830 $ 481
Age 20-24: $9 651 $1 368
Age 50-59: $8 316 $2 205
Age 60-64: $5 468 $1 180
Age 65-69: $1 241 $ 110

e Estimated that in 2006, 63.7 per cent of Victorian Government funded SCH had a
market benefit

o Estimate of average 0.6 SCH per capita in 2004-2006 with a market benefit

o Estimated that market benefit SCH to grow from 4.53 million in 2007, to 5.082 million in
2031

e On basis of estimated average student contact hours for certificate-level study (500
hours), calculated that certificate number equivalent of ACE human capital stock to
grow from 8746 in 2007, to accumulated human capital stock of 205 655 in 2031

o Estimated annual value of wage income attributable to ACE completions between 2007
and 2031, to grow from $30 million in 2007, to $819 million in 2031

o Net present value of increased income estimated to be $7.5 billion

o Net present value of future income from ACE completions in 2007 only estimated to be
$202 million

o GSP impact estimated to be 2.13 times the wage income effect, increasing from $63.7
million in 2007, to $1.7 billion in 2031

o Net present value of additional GSP attributable to ACE estimated to be $16 billion

Figure 4.2 reports the estimated annual income earned in the period 2007 to 2031,
by individuals who had completed their ACE-studies in 2007. The slight increase in
the value in the period 2007 to 2012 reflects this cohort moving into higher income
age groups, whereas the decline from 2013 onwards reflects exits from the labour
force due to ageing. These estimates are discounted to 2007-08 dollars, using the
Treasury capital indexed bond rate (2.46 per cent). The net present value of this
future increase in wage income is $1.3 billion.
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Figure 4.2
VALUE OF INCREASED HUMAN CAPITAL FROM ACE STUDY IN 2007 (DISCOUNTED
IN CONSTANT 2007-08 DOLLARS)
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Source: The Allen Consulting Group.

Figure 4.3 indicates the annual value of the human capital stock (or additional wage
income) earned over the period 2007 to 2031, by individuals completing ACE over
this same period. These estimates are discounted to 2007-08 dollars, using the
Treasury capital indexed bond rate (2.46 per cent). The net present value of this
future increase in wage income is $7.5 billion.

These estimates reflect the accumulation of human capital stock over the period
2007 to 2031, growing rapidly in the earlier years as ACE study is completed each
year. The slow growth in the later years reflects the effect of discounting, and also
exits from the labour force as a consequence of retirement.

Figure 4.3
VALUE OF INCREASED HUMAN CAPITAL FROM ACE STUDY BETWEEN 2007-2031
(DISCOUNTED IN CONSTANT 2007-08 DOLLARS)
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Source: The Allen Consulting Group.
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Table 4.4

Analysis of ABS national accounts and weekly earnings data suggests that on
average, the GSP impact of increased wage earnings is a multiple of 2.13. Applying
this estimate to the above results suggests that the additional production attributable
to ACE-type study will increase Victorian GSP by $16 billion over the period
2007-2031. Furthermore, it is estimated that ACE study over the period 2007 to
2031 will contribute $955 million to Victorian GSP in 2031, up from a contribution
of $124 million in 2007 and $621 million in 2017.

4.3 Other labour market effects of ACE

The HILDA Survey data set and the ACE Longitudinal Study were also analysed to
identify whether there is a difference between the labour force transitions of
individuals who have undertaken ACE-type study, and those with no previous
qualifications (Year 11 or below). In particular, analysis was undertaken to
ascertain whether there are differences between individual transitions from
unemployment to employment (full or part-time), on the basis of having undertaken
ACE-type study.’

The results of the HILDA analysis of individuals with no previous qualifications are
provided in Table 4.4, indicating the labour force status of survey respondents in
2005 on the basis of their labour force status in 2001. For example, of those males
who had no existing qualifications in 2001, and did not undertake any ACE-type
study between 2001 and 2003, 44.09 per cent of those unemployed in 2001 were in
full-time employment in 2005. Among females, only 12.33 per cent of women
reporting being unemployed in 2001 were still unemployed in 2005. In contrast, the
majority of both males and females reported as not being in the labour force in 2001
reported not being in the labour force, or unemployed, in 2005.

LABOUR FORCE TRANSITIONS AND INDIVIDUALS WITH NO PREVIOUS QUALIFICATION

Labour Force Status in 2005

Labour Force Status in Employed - Employed - Unemployed Not in labour
2001 FT PT force
(per cent) (per cent) (per cent) (per cent)
Males
Employed — Full time 83.09 6.82 0.72 9.37
Employed — Part time 40.11 35.87 3.29 20.72
Unemployed 44.09 17.43 24.51 13.97
Not in labour force 8.72 7.26 0.77 83.24
Females
Employed — Full time 59.6 22.36 2.16 15.88
Employed — Part time 20.11 56.71 2.03 21.15
Unemployed 18.82 32.97 12.33 35.88
Not in labour force 2.09 9.19 1.74 86.97

Source: Allen Consulting Group

The analysis reported below was independent of the results reported in section 4.2.
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Table 4.5 reports the labour force transitions reported in the ACE Longitudinal
Study, indicating the labour force status of respondents in 2004 and 2006. Although
the longitudinal study is over a different time period to the HILDA analysis
reported in Table 4.4 for individuals with less than ACE-level education, the
findings are instructive.

Among females reporting being unemployed in 2004, 62.77 per cent were either in
full or part-time employment in 2006. This contrasts to 51.79 per cent employment
in 2006 among women with no existing qualifications who reported being
unemployed in 2001. This increase in labour force participation as a result of ACE
is in line with the human capital policy directions being pursued by the Victorian
Government as part of the National Reform Agenda.

The labour force transitions for males who have undertaken ACE studies are not as
favourable, with 25.93 per cent of males reporting being unemployed in 2004 still
unemployed in 2006. This contrasts to 24.51 per cent for males with no existing
qualifications who were unemployed in 2001 and still unemployed in 2005.

Table 4.5 also reports a significant movement into employment of women who
were not in the labour force in 2004. Of women not participating in the labour force
in 2004 and who undertook ACE study, 37.62 per cent were in employment in
2006. This contrasts to only 11.28 per cent employment in 2005 amongst women
with no existing qualifications, and who were not participating in the labour force in
2001. As in the above analysis of individuals with no previous qualifications, the
majority of male and females reported as not being in the labour force in 2004
reported not being in the labour force, or unemployed, in 2006. However, the
ongoing state of not being in the labour force was much less in women (55.45 per
cent) than in men (87.88 per cent).

It should be noted that these results do not control for other factors that may
influence labour force transitions, such as the completion of full-time study, having
young children, or local economic conditions.
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Table 4.5

LABOUR FORCE TRANSITIONS AND INDIVIDUALS WHO UNDERTOOK ACE STUDY

Labour Force Status in 2006

Labour Force Status in Employed - Employed - Unemployed Not in labour
2004 FT PT force
(per cent) (per cent) (per cent) (per cent)
Males
Employed — Full time 90.63 6.25 0.00 3.13
Employed — Part time 30.00 55.00 5.00 10.00
Unemployed 37.04 22.22 25.93 14.81
Not in labour force 6.06 0.00 6.06 87.88
Females
Employed — Full time 75.76 21.21 3.03 0.00
Employed — Part time 28.57 58.29 2.86 9.71
Unemployed 24.47 38.30 13.83 23.40
Not in labour force 10.89 26.73 6.93 55.45

Source: The Allen Consulting Group.

4.4 Fiscal implications

Estimates have also been developed of the fiscal implications for both the Victorian
and Commonwealth Governments of the GSP attributable to ACE. These estimates
have been developed following analysis of ABS National Accounts and
Government Financial Statistics data identifying Commonwealth and Victorian
Government taxation receipts as a share of Gross Domestic Product (GDP) and
GSP respectively (ABS 2007g and 2007h). Victorian Government payments for
ACE were estimated on the basis of current payment levels increasing in line with
population growth, as reflected in the forecasts developed as part of section 4.3.

These results are presented below in Table 4.6.. The net present value of Victorian
Government expenditure on ACE, and taxation revenue generated on the basis of
increased GSP in the 25-year period 2007—2031, is estimated to be $21.7 million.’
This finding suggests that from the Victorian Government perspective, ACE will
pay for itself over the period 2007 to 2031, generating $21.7 million more in
taxation revenues than what ACE is likely to cost over the same period.

As an indication of the long time frames over which ACE-study generates a return,
the net present value to the Victorian Government of ACE-study in 2007 alone is
estimated to be $25.2 million. This estimate is based upon government payments
for the provision of ACE in 2007, and taxation receipts over the following 25 years.
It is estimated that on the basis of Victorian Government expenditure on ACE in
2007 ($33.6 million), it will take until 2019 for this expenditure to be returned
through Victorian Government taxation revenues.

These estimates of taxation receipts attributable to ACE were estimated on the basis of Victorian Government
taxation revenues as a percentage of GSP, and of Commonwealth Government taxation revenues as a
percentage of GDP in 2005-06.
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The Commonwealth Government is also expected to benefit significantly from
Victoria’s expenditure on ACE. For every dollar the Victorian Government collects
in taxation, the Commonwealth Government collects almost six dollars.” Over the
period 2007 to 2031, the Commonwealth Government is expected to collect
taxation revenues from ACE study in 2007 alone with a net present value of
$345 million. Furthermore, study in Victoria’s ACE sector over the period 2007 to
2031 is expected to generate $4.26 billion in taxation revenues to the
Commonwealth Government over the same period.

It should be noted that the analysis in this chapter does not include the benefits
associated with Commonwealth Government funding of ACE, comprising
$14.7 million in 2006-07. This Commonwealth expenditure can be expected to
generate a relative return in line with that from Victorian Government expenditure.

Table 4.6
FISCAL EFFECTS OF ACE IN VICTORIA

Payments Receipts Net present
value

ACE in 2007 only
Victorian Government $36.7 million $61.9 million $25.2 million
Commonwealth Government Welfare savings® $345.2 million $345.2 million
Total $36.7 million $407.1 million $370.4 million
ACE over 2007 to 2031
Victorian Government $741 million $763 million $21.7 million
Commonwealth Government  Welfare savings® $4.26 billion $4.26 billion
Total $741 million $5.02 billion $4.28 billion

Note: Payments and receipts are discounted. The benefits of ACE in terms of the improved health and
wellbeing of participants, further discussed in Chapter 5, have not been incorporated into these fiscal
estimates. As a result, these estimates likely understate the actual fiscal benefits of ACE.

a = Unable to estimate welfare savings given available information.

Source: The Allen Consulting Group.

There is a strong likelihood that the Commonwealth Government also benefits from
the Victorian Government’s expenditure on ACE through lower levels of
unemployment and welfare dependency among ACE participants. This lower level
of unemployment would mean that the Commonwealth makes few welfare
payments, such as the Newstart Allowance — the payment targeted to unemployed
people. There may also be more indirect benefits to the Commonwealth
Government through ACE contributing to the improved health and wellbeing of
participants, and thus reducing dependency on other welfare payments such as the
Disability Support Pension.

In this analysis, the Goods and Services Tax (GST) is treated as a Commonwealth Government tax.
Furthermore, Commonwealth GST collections attributable to ACE that are passed onto the states and
territories, are not reported under Victorian Government receipts in Table 4.6..
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The available data from HILDA and the ACE Longitudinal Study, however, is
inconclusive in providing evidence on different levels of welfare dependency
between ACE completers, and those with lower levels of education. For example,
HILDA suggests that there is no difference in the unemployment rate of individuals
who have undertaken ACE-type studies, and those who have no previous
qualifications. This is an issue requiring further examination.

Finally, it is likely that there may be a number of indirect fiscal benefits associated
with ACE studies. These include improved health status reducing utilisation of
health services, and reduced anti-social activity such as crime reducing criminal
justice system activity.
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Chapter 5
Non-market benefits of ACE

This chapter describes the non-market benefits that accrue from ACE in Victoria.

Key points

e  Non-market benefits of ACE are difficult to quantify, but are still real and significant.

e Social and non-market benefits of ACE study are estimated to be equal to or larger
than the market benefits of ACE study.

Estimating the complete range of benefits resulting from education — both market
and non-market — is crucial to informing the education decisions of individuals, as
well as determining the extent of any public subsidy (McMahon 1998). The non-
market benefits of ACE are benefits attributable to ACE, which are not traded in the
market economy. Non-market benefits may either be private, accruing to
individuals participating in ACE, or public, the externalities (or ‘spillover benefits’)
experienced by the wider community.

While non-market benefits are not readily quantifiable (Behrman, Crawford &
Stacey 1997)", they are nevertheless real and substantial, and should not be
overlooked when estimating the value of ACE in Victoria. The social and
non-market effects of education have been estimated to be equal to or larger than
the market effects (Wolfe & Haveman 2001; McMahon 2004). In its report on
human and social capital, the OECD observes the interrelationship between
education, market and non-market (non-economic) returns, and economic
performance:

The non-economic returns to learning in the form of enhanced personal well-being and greater
social cohesion, are viewed by many as being as important as the impact on labour market
earnings and economic growth. These personal and social goals of learning are not necessarily
inconsistent with the goal of promoting economic performance, not least as well-rounded,
flexible and adaptable individuals ready to continue learning through life are necessary for
realising the economic goals of education (2001, p. 17).

Non-market benefits are likely to be particularly significant within the ACE sector
given the range of outcomes to which it contributes beyond economic and
employment outcomes, such as community participation and personal wellbeing.
ACE institutions, programs and pedagogies tend to be oriented towards the
enrichment of individuals, families and communities, where building social capital
through ACE participation is viewed as supporting regional regeneration and
community development (Townsend 2006, p. 4).

11
Key conceptual and measurement challenges in quantifying non-market benefits include: establishing

causality, measurement errors, double counting those non-market returns that overlap with market returns, and
possible biases from unobserved variables. See McMahon (1998) and Behrman (1997) for a further discussion
of these issues.
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McMahon (1998) provides a framework for identifying the non-market benefits
resulting from lifelong learning, noting that some benefits may be more or less
apparent in different forms of learning. This framework is set out in Appendix B,
from which the non-market benefits of ACE may be viewed as comprising a subset.
Drawing from this framework, as well as the broader education and human and
social capital literature, the following sections identify, discuss and scale (where
possible) those non-market benefits resulting from ACE.

5.1 Private non-market benefits

Private non-market benefits arise from economic activities that produce goods and
services, which are not distributed through markets, and which accrue to the
individual. While these benefits do not generally have readily identifiable market
values, they are taken into account in production and consumption decisions.

Non-market benefits accruing to learners participating in ACE include:
e improved personal health and wellbeing;

e enjoyment of the ACE environment;

o more efficient household management; and

e  other private non-market benefits.

Each of these benefit areas is discussed in turn below.

Improved personal health and wellbeing

The research literature provides considerable evidence of the positive causal effects
of education and social connectedness on improved health and wellbeing (Putnam
1993).

The literature identifies the following improvements to personal health and
wellbeing as resulting from greater education or social connectedness:

e reduced drinking — individuals with greater levels of educational attainment
are less likely to drink heavily (OECD 2001);

e reduced smoking — individuals with greater levels of educational attainment
are less likely to smoke, and among persons who do smoke, those with more
education smoke fewer cigarettes (Wolfe & Haveman 2001);

e increased exercise — individuals generally spend more time exercising as their
level of educational attainment increases (OECD 2001);

e reduced incidence of obesity — as an individual increases their educational
attainment, their likelihood of being obese declines (OECD 2001);

e increased longevity — individuals with greater levels of educational
attainment have greater longevity, due to occupational choices (choosing jobs
with fewer occupational hazards), greater information or skills in acquiring
health-related information, fewer health reducing behaviours (such as smoking
and drinking), and more appropriate health care usage (Wolfe & Haveman
2001; McMahon 2006);
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e improved wellbeing — studies suggest that self-reported wellbeing increases
with educational attainment, even when controlling for income (Blanchflower
& Oswald cited in OECD 2001);

e reduced mortality rates — studies have found a link between the level of
social and community ties and memberships in voluntary groups and mortality
rates (House et al. 1982);

e improved mental health — individuals with greater educational attainment
exhibit a lower prevalence of severe mental illness (Robins et al. cited in
Wolfe & Haveman 2001); and

e reduced risk of suicide — studies indicate a link between social connectedness
and a decrease in levels of suicide (Putham 1993).

In a review of 132 research studies concerning the effects of education on health,
Grossman and Kaestner (1997) estimate that the purely non-monetary effects of
education in terms of better individual health, better spouse health, and better child
health — after controlling for income, 1Q and initial status — amounted to 40
per cent of the effect of education on earnings.

Within the adult education context more specifically, ACE has been shown to
improve mental and physical health and wellbeing by engaging adults — many of
whom may be socially marginalised — in a range of productive pursuits. As
previously noted, a study of adults returning to learning in the United Kingdom
(NIACE 2007) found that 89 per cent of learners reported that returning to learning
had a positive impact on their mental health, while 87 per cent reported positive
physical health outcomes.

Specific examples of the ways in which ACE can improve the social inclusion of
participants — which positively affects wellbeing in a range of ways — include by:

e assisting long-term unemployed people to keep mentally active and in touch
with the local community;

e enabling people with disabilities to participate in the community;

e providing opportunities for elderly people to learn and teach, assisting them to
maintain mental health and interact socially; and

e assisting migrants to improve their English skills, enabling them to interact and
integrate with the local community (Walstab et al. cited in Bowman 2006).

Within an Australian context, an analysis of educational attainment and health data
(Stanwick et al. 2006) found a small positive relationship between education and
measures of health and wellbeing. The authors found that those with certificate-
level qualifications did not have substantially different physical and mental health
to those with Year 11 or below qualifications. However, the authors also highlight
the importance of significant indirect effects of education, such as the social
benefits of learning environments and income levels, both of which were found to
have a significant impact on health and wellbeing.
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Enjoyment of the ACE learning environment

The ACE learning environment appeals to learners for a range of reasons. As
examples, ACE learners may be discouraged from formal learning or be returning
to education after time away from study, and find ACE environments to be
informal, social and non-intimidating (Bowman 2006). Other learners may value
the social interactions, enhanced personal relationships and sense of belonging that
can be developed through ACE programs (Clemans et al. 2003).

While these benefits cannot readily be quantified, the enjoyment that participants
derive from the ACE learning environment is likely to be a significant motivator for
many ACE learners, particularly those participating in non-accredited or personal
enrichment programs. A survey of ACE students in Australia found that nearly half
of all students identified ‘making friends’ as an associated benefit of their ACE
program (The Institute for Research into International Competitiveness cited in
Birch et al. 2003).

More efficient household management

Greater levels of educational attainment have been shown to improve the efficiency
with which individuals perform a range of aspects of household management
(McMahon 1998). As examples, individuals with greater educational attainment
(holding other factors constant) have been found to make better financial decisions,
achieve greater rates of saving, and are more efficient at household purchasing
(Wolfe & Haveman 2001). This likely occurs because more educated individuals
are able to gain and process information that promotes more efficient decisions.

Other private non-market benefits

A range of other private non-market benefits resulting from greater levels of
educational attainment are identified in the literature. Some of those that may result
from participation in ACE in particular include:

o more efficient labour market search — there is some evidence that the costs of
job search are reduced with increased education (Wolfe & Haveman 2001);

e attainment of desired family size — family planning has been shown to be
related to education (Wolfe & Haveman 2001);

o lifelong learning and continued learning — there is a positive correlation
between educational attainment and lifelong learning, which may be expressed
as greater use of new technologies within the home, or heightened curiosity
and educational endeavour (McMahon 1998); and

e confidence — surveys found that significant proportions of ACE participants
report greater levels of personal satisfaction and confidence to undertake
further study as a result of ACE participation (Birch et al. 2003).

5.2 Public non-market benefits

Externalities are the social benefits from education that “spill over’ and benefit
others and society as a whole. As these benefits cannot be captured privately, the
incentives of individuals to invest in their education are limited to those factors that
benefit them directly. In the absence of public funding or other incentives, their
investment in education will occur at levels below the social optimum.
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Non-market benefits accruing to society as a result of people participating in ACE
include:

e increased social capital,
e volunteerism and giving;
e  decreased crime;

e intergenerational benefits; and

other public non-market benefits.

Each of these benefit areas is discussed in turn below.

Increased social capital

ACE is recognised as building social capital within communities, which is a well-
documented indicator of an activity’s wider benefit. Social capital can be defined
as:

...the institutions, the relationships, the attitudes and values that govern interactions among
people and contribute to economic and social development...it includes the shared values and
rules for social conduct expressed in personal relationships, trust, and a common sense of civic
responsibility (Productivity Commission 2003, p. 8).

In a study examining the role of ACE in contributing to the social capital of ten
Victorian regions (Falk et al. 2000), the authors found evidence that ACE
contributed to community wellbeing in all of the regions profiled. As set out in the
study’s findings:

ACE contributes to the development of social capital by, first, calling on existing networks, and
second, generating new networks or connections. In other words, social capital building is not
an incidental by-product of the way ACE providers operate. Social capital production is the
modus operandi of ACE (Falk et al. 2000, n.p.).

The research literature emphasises the strong links between lifelong learning and
social capital. Golding (2006, p. 4) observes that ACE promotes lifelong learning,
as well as connecting communities and encouraging community engagement, such
as through promoting volunteerism.

While ACE serves a pivotal role in building social capital and trust for the
community as a whole, ACE is particularly recognised for providing accessible
opportunities for vulnerable members of society, who may lack social power or
trust. Within Australian society, such groups include those who are unemployed, in
poor health, elderly, young or are recent immigrants (Townsend 2006).

The dichotomy of this situation, as surmised by Golding (2006, p. 4), is that small,
poorly-funded, community-based organisations such as ACE are actually better
positioned than are large, formal, commercial and fully funded organisations to
reach and support those members of society most in need.

Many of the other public non-market benefits of ACE discussed below can be
considered to be benefits and manifestations of strong social capital.

Volunteerism and giving

There is strong evidence to suggest that volunteerism and giving is strongly linked
to education generally, and to ACE participation in particular.
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Evidence from the United Kingdom illustrates a strong correlation between levels
of education and membership of political organisations, environment or women’s
groups, charities, and resident and parent—teacher associations (Schuller et al. cited
in OECD 2001). Similarly, a survey conducted in the United States found that
people with some post-secondary education give voluntarily and generously of their
time to community-service activities nearly twice as often as those with a
high-school education, irrespective of income (McMahon 1998).

A longitudinal survey of ACE participants in Victoria showed strong growth in
community participation and volunteer work among those participating in ACE. A
greater proportion of all cohorts surveyed (full time, part-time/casual, unemployed,
and not in the labour force) undertook some form of volunteer work in the year
following the initial survey (2005), with an even greater proportion planning to
undertake volunteer work in the next year (2006) (Walstab et al. 2005).

Literacy skills among adults have been shown to have a positive relationship with
participation in voluntary community activities for several OECD countries (OECD
& Statistics Canada cited in OECD 2001).

Decreased crime

There is an extensive research literature demonstrating the roles of education and
social capital as reducing the incidence of violence and crime. As noted by the
OECD:

...even controlling for poverty and other factors that might encourage criminal behaviour,
communities characterised by i) anonymity and limited acquaintance among residents; ii)
unsupervised teenaged peer groups; and iii) low level of civic participation, face an increased
risk of crime and violence (2001, p. 54).

ACE provides opportunities to counteract each of the factors identified above, by
contributing to the accumulation of social capital within a community, providing
alternative learning pathways for disengaged youths, and promoting civic
participation. As well as delivering ACE programs to learners, many ACE
providers have a number of links within the community, and with youth in
particular, such as through youth pathways programs, counselling services, and
community initiatives (a practical example of this is the work of the Narre
Community Learning Centre, as discussed in Appendix A).

However, there are some characteristics of the ACE sector which suggest that the
direct educational benefits from ACE may decrease crime to a lesser extent than
other forms of education. In particular, ACE participants are, on average,
significantly older than students in other forms of education (Townsend 2006),
however rates of criminal activity are generally much higher among adolescents
than other age cohorts. Studies have shown the significance of the early years of
childhood development as a determinant of outcomes in later life (including
involvement in criminal activities), and as such, the immense value of conducting
interventions (such as parental supports and pre-school initiatives) at this stage of
life.

However, ACE — as a builder of social capital — also serves to prevent crime.
ACE provides opportunities for volunteerism, civic participation and informal
socialising, all of which are recognised elements of social capital (Graycar 1999).
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Intergenerational benefits

An individual’s educational attainment is a key determinant of the educational
attainment of their children. As examples, children of parents with upper secondary
attainment are more likely themselves to complete upper secondary education; are
more likely to have higher levels of cognitive development; and have higher
earnings potential. From an intergenerational health perspective, research indicates
that children of parents with greater levels of education are less likely to be obese,
have healthier teeth, and are less likely to be anaemic (McMahon 1998).

From a community perspective, children living in areas comprised of individuals
with higher levels of educational attainment have an increased probability of
completing secondary schooling, other things held constant (Wolfe & Haveman
2001). Similarly, the tertiary aspirations of males have been found to be positively
correlated to the educational attainment of their parents (especially the mother’s
education), holding other factors constant (McMahon 1998).

The educational attainment of one generation also has positive impacts on the next
generation, in terms of non-marital child bearing and crime-related activities. This
occurs both through the direct relationship between parental human capital to the
attainment of their children, and indirect effect through improving the human and
social capital environment in communities where children are raised (Wolfe &
Haveman 2001).

As a pathway to further education — and as an educational sector in its own right
— ACE provides accessible programs that benefit learners, their children and their
communities.

Other public non-market benefits

Other public non-market benefits of ACE and education more broadly that are
identified in the literature include:

e Knowledge dissemination — as termed by McMahon (1998), the capacity of
people to learn later in life and to adapt to new technologies is an enormous
externality of education. Education assists people to learn and adapt
throughout life, and assists with the diffusion of technology (Wolfe &
Haveman 2001), without which the costs to the public would be significant;

e Civic participation — education is shown to be one of the most important
predictors of political and civic engagement. Education has been shown to
increase political participation (Verba et al. cited in OECD 2001); contribute to
a better-informed electorate (Maynard & McGrath 1997); and support for free
speech (Dee cited in McMahon 2006);

o Health — while there are positive health benefits for individuals participating
in ACE and other forms of education and socialisation, there are further health
benefits in terms of the extent to which greater care of individuals’ health
results in health benefits for others, such as through reducing the spread of
infectious diseases. The literature notes, however, that these effects are likely
to be modest (Wolfe & Haveman 2001); and
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e  Environment — education can promote behaviour that improves environmental
quality, with more educated people having a greater propensity to undertake
averting behaviour, respond to information programs and form risk perceptions
for different types of environmental hazards (Smith 1997). Education also
increases individuals’ awareness and economic capacity to support positive
environmental activity (McMahon 2006).

45



THE ECONOMIC BENEFIT OF INVESTMENT IN ADULT AND COMMUNITY EDUCATION IN VICTORIA

Chapter 6
Conclusion

ACE providers are characterised as being highly responsive to the changing needs
of their communities and accessible to those learners likely to benefit from their
programs. Victoria’s ACE sector plays a pivotal role in implementing key
government policy objectives by engaging in education those less likely to access
other, more formal educational institutions, thereby lifting the skill levels across the
spectrum of the adult community.

The ACFE Board funds registered ACE providers to deliver certain ACE programs,
including adult literacy and numeracy, VCE and VCAL, employment skills and
vocational programs. This funding is targeted to support identified priority learning
groups, such as people with low levels of prior education and specific
disadvantaged groups. In 2006-07, the Victorian Government provided $33.8
million funding to the ACFE Board (ACFE Board 2007), a large proportion of
which is then distributed to ACE providers through the Regional Councils of
ACFE.

Government funding for the ACE sector — which supplements contributions made
by learners, industry and other sources — recognises the distributed nature of the
benefits resulting from ACE participation, which this study has found to be
significant.

The market benefits of ACE include:

e private benefits, which accrue to individuals undertaking ACE study and
comprise increased wages and more favourable labour market outcomes, due
to the improvements in human capital that ACE study engenders in its learners;
and

e public benefits, which accrue to the wider Victorian community and include a
$16 billion increase in GSP over 25 years and fiscal benefits to the Victorian
and Commonwealth Governments attributable to the ACE sector.

While these benefits are considerable, the non-market benefits of Victoria’s ACE
sector are expected to be at least as substantial as the market benefits, if not more
so, given the range of distributed outcomes to which ACE contributes beyond
economic and employment outcomes, such as personal and community wellbeing.

The non-market benefits of ACE include:

e  private benefits, such as improved personal health and wellbeing; enjoyment of
the ACE environment; more efficient household management; and

e public benefits, such as increased social capital; volunteerism and giving;
decreased crime; intergenerational benefits.

The total benefit of the ACE sector to Victoria is evidenced by the demonstrated
extent of market benefits, and the nature and likely scale of non-market benefits.
These benefits, relative to government investments in the sector to date, present a
compelling case for government support of Victoria’s ACE sector in the future.
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Appendix A
Case studies

ACE activities in two local government areas are outlined — the metropolitan City
of Casey and the regional Shire of Colac Otway — including detailed descriptions
of the largest ACE providers in each. These case studies are used to illustrate the
nature of the economic and community benefits derived from ACE activities.

A.l The City of Casey

This section describes ACE activities in the City of Casey (Casey). Casey is located
in Melbourne’s south-eastern suburbs (see Figure A.1). It recorded a population of
214 959 people in 2006 and is growing strongly — Casey’s population increases by
an average of 121 people per week (City of Casey 2007).

Figure A.1
CITY OF CASEY

Figure A.2 profiles Casey’s industry structure in terms of the number of people
employed in each sector.
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Figure A.2
CITY OF CASEY — EMPLOYMENT BY SECTOR
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Source: ABS 2007a.

Note: ‘Other’ includes the following sectors: information media & telecommunications; rental, hiring &
real estate services; arts & recreation services; electricity, gas, water & waste services; agriculture,
forestry & fishing; and mining.

Casey’s leading employment sector is manufacturing, which employs around
20 480 people, representing 20.3 per cent of employed persons. Other leading
sectors by employment are retail trade, construction, health care and social
assistance, and wholesale trade. This industry structure reflects a developing region,
with manufacturing declining in its influence (despite its present significance), and
strong growth in construction, retail and other services.

Casey’s workforce has a strongly vocational orientation in terms of non-school
gualifications. In Casey, a significantly larger proportion of persons have a
certificate-level qualification rather than a university qualification — certificate-
level qualifications (most commonly Certificate 11l and IV) are nearly twice as
prevalent than bachelor, graduate or postgraduate qualifications (ABS 2007e).

As shown by Figure A.3, at least 15 per cent of Casey’s over fifteen population who
are no longer at school did not complete Year 10 or above.
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Figure A.3
HIGHEST YEAR OF SCHOOL COMPLETED

Highest year of school not stated (9%)

Did not go to school (196)

Year 8 or below (14%)

Year 12 or equivalent (42%)

Year 10 or equivalent (19%)

Year 11 or equivalent {15%:)

Source: ABS 2007c.

In 2006, there were seven ACE providers delivering courses to 1719 students in
Casey. Narre Community Learning Centre (NCLC) is the largest of these providers,
with 697 students enrolled in 2006 (NCLC is profiled below). Other large ACE
providers in Casey include: Merinda Park Learning and Community Centre (356
student enrolments); and Cranbourne Community House (314 student enrolments),
which deliver a range of adult basic education, VET and non-VET courses.

There are four smaller ACE providers (those with fewer than 150 student
enrolments) delivering courses in Casey, namely:

e  Hampton Park Community House;

e  Doveton Neighbourhood Community Learning Centre;
e  Endeavour Hills Neighbourhood Centre; and

e Hallam Community Centre.

Smaller ACE providers tend to offer a smaller range of accredited courses, though
all providers share a similar ethos of volunteerism, accessibility and community
responsiveness.

Narre Community Learning Centre

NCLC is a well-established ACE provider and community institution, delivering a
range of education and training courses and community and social services. In
2006, NCLC’s annual revenue was $1.65 million (NCLC Inc. 2007), and welcomes
around 1500 people into its centre each week.
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Service delivery

While having a clear focus on training and development, NCLC provides a range of
community and social services that support the needs of the local community. In
2006, NCLC delivered:

e 100 045 ACFE student contact hours (ACFE Board 2007); and

e 63 284 hours of health and community services — which are not funded by the
ACFE Board — such as disability support and services (NCLC Inc. 2007).

NCLC’s services include:
e  General education, around 200-250 courses each year, which include:
— General interest, including art, music, cooking and dance courses;
- Language, foreign languages;
- Health and wellbeing, including yoga, meditation and self-defence courses;

- Youth, including programs to improve literacy, numeracy, and
self-confidence;

— Kids corner, including pre-kinder early childhood development programs
and playgroups;

- Professional skills, including bookkeeping, first aid, and public speaking;
— Literacy, particularly English as a second language;
- Computers, courses for general computer skills and programs;

e  Social services, such as a youth-based referral program, disability support and
services, awareness programs (e.g. breast cancer), and a neighbourhood house;
and

e  Community services, such as hall and venue hire (including management of the
Old Cheese Factory in Berwick), craft shop, early childhood development (pre-
kinder).

By number of enrolments, the most popular courses delivered at NCLC in 2006
were in the areas of:

e  General education, 159 enrolments;
e  Aged care, 66 enrolments;

e  Retail, 36 enrolments;

e  Business, 41 enrolments; and

e VCAL, 24 enrolments.

Management and operations

NCLC is governed by a Board of Management, comprised of volunteer members.
The Board appoints a Chief Executive Officer, who is responsible for day-to-day
management.
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NCLC employs twenty-four permanent staff (approximately twenty full time
equivalents), and around forty sessional staff. NCLC is supported by volunteers
across almost every aspect of its business. Volunteers, who are managed by a
Volunteer Coordinator, donate in the order of 200 hours per week

NCLC draws its revenues from a range of sources. Government funding sources
include (NCLC personal correspondence):

e  Commonwealth Government — NCLC did not receive any Commonwealth
funding in 2006, however it does occasionally receive project funding;

e Victorian Government — NCLC receives around 50 per cent of its revenue
from the Victorian Government. Most of this funding is provided by the ACFE
Board ($726 369 was provided by the ACFE Board in 2006 (ACFE Board
2007)), with some funding provided by the Department of Planning and
Community Development for NCLC’s neighbourhood house function, and
some DHS funding for child care provision; and

e Local government — the City of Casey provides direct financial support of less
than $20 000 per year, however provides extensive in-kind support through a
peppercorn rental for NCLC’s facilities, professional development
opportunities for NCLC staff, and other forms of support.

In 2006, Narre CLC received $726 369 ACFE Board funding, comprising of:
e  $455 938 for delivery;

e  $125000 for Youth Pathways Program;

e  $38 000 for ACFE Youth Strategy for Young Learners;

e $29 620 for Community Learning partnership; and

e  $77 811 for other purposes and initiatives.

Figure A4
NCLC ACFE BOARD FUNDING COMPOSITION, 2006
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Source: ACFE Board, unpublished data.

Fee-for-service activity accounts for 16 per cent of revenues, with 20-25 per cent of
ACE learners accessing services on a fee-for-service basis.
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Economic and social contribution

NCLC offers a wide range of ACE programs that can develop the skills of learners
to improve their occupational capabilities, or prospects for further study or
employment.

NCLC particularly focuses on meeting the needs of young people in the area, such
as through delivering VET in schools and its involvement in the Youth Pathways
program. There is an emphasis on supporting young learners through transition
stages and NCLC has developed strong linkages with local businesses and other
organisations to provide pathways for ACE learners. As an example, NCLC works
closely with the local Chamber of Commerce to secure work placements and
mentoring opportunities for learners. Such linkages often flow from NCLC staff
taking the initiative to become involved in other community organisations and
leveraging the opportunities to benefit both NCLC and the other organisation.

NCLC endeavours to be accessible, inclusive and responsive to its local
community, which includes some groups with high needs for social services. To
this end, NCLC occasionally waives course fees for those experiencing particularly
high need and low capacity to pay.

NCLC fulfils a vital community service by providing referral services to other
government and non-government supports. People presenting to NCLC who may
not be ready to undertake an ACE program are provided with assistance and
referrals that meet their more immediate needs. People who require some form of
assistance but feel unsure about seeking it or about who they should approach to
gain assistance feel comfortable accessing NCLC. As an organisation that sees
around 1500 people each week, many of whom are experiencing disadvantage, the
non-threatening, integrated services delivered by NCLC provide an opportune time
for interventions. This is an invaluable community service that directly assists
community members in need of help, whose capacity or likelihood of accessing that
help unaided is low.

More broadly, NCLC provides input into a range of relevant policy areas — such as
education, youth and local government policy — through a range of channels.
NCLC encourages staff to participate in networks, conferences and policy
discussions to share their expertise with others and to ensure the needs of their
community are considered.

NCLC has deliberately set out to respond to the needs of its local community
through continuously revising the programs offered and complementing the
services provided by other local, community and government organisations.

A.2 Colac Otway Shire

This section describes ACE activities in the Shire of Colac Otway (Colac Otway).
Colac Otway is located in Victoria’s south-west, encompassing the towns of Colac
and Apollo Bay (see Figure A.5). In 2006, Colac Otway had a population of 20 297,
with Colac — a key regional industrial, commercial and service centre —
accounting for around 12 000 people.
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Figure A.5
COLAC OTWAY SHIRE

Figure A.6 profiles Colac Otway’s industry structure in terms of the number of
people employed in each sector.

Figure A.6
COLAC OTWAY SHIRE — EMPLOYMENT BY SECTOR
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Note: ‘Other’ includes the following sectors: mining; electricity, gas, water & waste services; rental,
hiring & real estate services; arts & recreation services; information media & telecommunications;
financial & insurance services; and professional, scientific & technical services.
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Colac Otway’s leading employment sector is agriculture, forestry and fishing,
which employs around 1320 people, representing 14.1 per cent of employed
persons in the Shire. Other leading sectors by employment are retail trade,
manufacturing, health care and social assistance, and accommodation and food
services. This reflects an industry structure centred on primary industries
(principally timber, fishing, cropping and dairying), downstream manufacturing
industries, and tourism.

Reflecting this industry and employment structure, the qualifications of Colac
Otway’s workforce has a strongly vocational orientation. Within Colac Otway,
there are more than twice as many certificate-level qualifications held (most
commonly Certificate I1ll and 1V) than bachelor, graduate or postgraduate
qualifications (ABS 2007f).

As shown by Figure A.7, at least 23 per cent of Colac Otway’s over fifteen
population who are no longer at school did not complete Year 10 or above.

Figure A.7
HIGHEST YEAR OF SCHOOL COMPLETED FOR PERSONS NO LONGER AT SCHOOL

Highest year of school not stated (9%:)

Did not go to school (1%)

Year 12 or equivalent {30%)

Year 9 or below (22%)

Year 10 or equivalent (21%) e Year 11 or equivalent (17%)

Source: ABS 2007d.

In 2006, there were 853 ACE course enrolments at ACE providers delivering
programs in the Colac Otway region and four ACE providers, namely: Otway
Community College (then ‘Colac Adult and Community Education Inc’), Geelong
Adult Training and Education Inc, Karingal Inc, and Otway Health and Community
Services. In 2006, 753 of course enrolments were at Otway Community College,
making it the largest ACE provider in the Shire. Otway Community College is
profiled below.
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Otway Community College

Otway Community College has been a growing presence within the Colac area, and
represents a significant training provider, business and community institution. Since
1994, when Otway Community College had an annual turnover of around
$200 000, it has expanded the scope and scale of its services to now provide a suite
of education and community services generating annual turnover of around $2.6—
$2.7 million. Throughout this evolution, Otway Community College has captured
opportunities for new business processes and service areas, and consistently
demonstrated its commitment to innovate and respond to changing community
needs.

Service delivery

Otway Community College has expanded from being a small adult education
provider, delivering a core ACE curriculum of literacy, numeracy, and adult
education, to become a significant adult education and training provider involved in
a broad range of services. These services include:

e Education and training — courses may be accredited or non-accredited, and
include:

— general education, including VCE, VCAL, General Education for Adults,
ESL, and literacy and numeracy courses;

- vocational education, including business and administration, hospitality,
training in licensed practices (such as forklift driving), and traineeship
programs;

— general interest, including art and craft, cooking, dance, fitness, gardening,
philosophy, writing and public speaking;

e Disability services — Otway Community College provides:
- training, through Adult Training Support Services;

— leisure, recreation and community access, for people with high support
needs, through NEXUS;

- vocational training and employment, through the Botanic Café and Gallery,
which employs and trains people with moderate support needs; Design a
Copy, which employs around eight people with intellectually disabilities;
and a range of supported employment programs for people with a mild
intellectual disability;

e  Employment services — including the Community Jobs Program, which
provides paid work and training to certain unemployed people; Job Placement
Employment and Training; and ACE Works, which assists people to transition
to ongoing employment by providing training and experience working for the
Shire;

e  Business development — Otway Community College provides fee-for-service
training and consultancy across a range of areas; and

e  Community services — Otway Community College provides counselling,
supported housing, community transport and other services in response to
community needs.
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Table A.1

By number of course enrolments, the most popular courses delivered at Otway
Community College in 2006 were in the areas of:

e  Hospitality, 178 enrolments;

e Disability and aged care, 138 enrolments;
e  Primary industries, 82 enrolments;

e  General education, 38 enrolments; and

e VCE/VCAL, 35 enrolments.

Management and operations

Otway Community College is governed by a Committee of Management,
comprising seven volunteer members, who are each elected for two-year terms. The
Committee appoints a Chief Executive Officer, who is responsible for day-to-day
management. Management aims to optimise the benefits delivered to the
community by limiting operational costs through initiatives such as the sharing of
policies, procedures and forms with similar types of organisations.

Otway Community College employs 73 people (approximately forty-three full time
equivalents), positioning the organisation as one of Colac’s ten leading employers.
Otway Community College is supported by a small number of volunteers who assist
primarily with ESL classes.

Otway Community College draws its revenues from increasingly diverse sources.
While government remains a significant source of funding (around 91 per cent of
revenues), Otway Community College attracts funding to achieve multiple
educational, economic and social policy imperatives. An overview of government
funding sources is set out in Table A.1.

GOVERNMENT FUNDING SOURCES

Government

Commonwealth
Government

(around 9 per cent of
revenue)

Victorian Government

(around 81 per cent of
revenue)

Colac Otway Shire Council

(less than 1 per cent of
revenue)

Program or service Sponsoring agency

Job Placement Employment and Training The Department of Employment and
Workplace Relations

Disability Business Services The Department of Families and Community
Services and Indigenous Affairs

Youth Pathways The Department of Education, Science and
Technology

Approved education and training services The ACFE Board

Disability programs The Department of Human Services

Community Jobs Program The Department of Innovation, Industry and

Regional Development

Funding (not specified) Colac Otway Shire Council

Source: Otway Community College, personal correspondence.
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In 2006, Otway Community College received $384 494 ACFE Board funding,
comprising of:

e  $199 095 for delivery;

e  $100 000 for Youth Pathways;

e  $30 000 for Community Learning Partnership;

e  $29 353 for ACFE Youth Strategy for Young Learners; and
e  $26 046 for other purposes and initiatives.

Figure A.8
OTWAY COMMUNITY COLLEGE ACFE BOARD FUNDING COMPOSITION

Othir putposes and niiatives (T%)

Community Learning Partnership (§%%)

ACFE Youth Strategy for Young Leamers [(B%)

Course dalivery [527)

Youth Patiweays [26%)

Source: ACFE Board, unpublished data.

Additionally, Otway Community College generates around 9 per cent of revenues
through fee-for-service activities. As an established RTO, Otway Community
College is regularly engaged to deliver services through sub-contracts and other
fee-for-service arrangements. As examples, Otway Community College is regularly
sub-contracted to deliver courses for TAFEs, AMES and some government-
sponsored employment training programs. These arrangements provide benefits to
both the contracting organisation and Otway Community College, in terms of:

o for the contracting organisation, Otway Community College provides a local,
established training provider with infrastructure, expertise and curricula to
deliver a range of courses; and

e for Otway Community College, these arrangements offer additional, diverse
income streams and add scale to their operations.

Economic and social contribution

The range of services delivered by Otway Community College is determined by the
Committee of Management through the strategic planning process. Otway
Community College has demonstrated its capacity to respond to changing industry
and community needs:
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e Changing industry needs — Otway Community College regularly reviews its
education and training programs to ensure that services meet the needs and
expectations of learners and local industry. Otway Community College works
closely with local industries, and has previously provided programs tailored to
the forestry, dairying, transport and laundry sectors. As these sectors have
matured and others have developed, Otway Community College has adjusted
its services accordingly. As an example, Otway Community College has
expanded its range of health and aged care training programs in response to the
growth of the industry in the region. Students of these programs regularly
secure ongoing employment prior to completion.

e Changing community needs — Otway Community College delivers a range of
services that have arisen from unmet community needs. As an example, a
number of migrants from Sudan and China have recently settled in the Colac
Otway region. As well as providing ESL courses and vocational training to
these migrants, Otway Community College has also provided assistance with
accommodation, child care and transport. Otway Community College recently
purchased a people mover vehicle to enable Sudanese migrant women to
attend class and take their children to child care. By addressing the
transportation constraints facing the Sudanese women, Otway Community
College enabled them to access ESL classes — a crucial intervention as
gaining proficiency in English is a key enabler in assisting migrants to
participate fully in their community and to secure employment.

o  Employment outcomes — across the main areas of vocational course delivery,
which are: Certificate 1l and 111 in Aged care and Disability; Certificate I & 111
in Business; Certificate 11 in Community Services; Certificate Il in Integration
Aide; and Certificate Ill in Personal Support (HACC) over 70 per cent of
learners achieve employment outcomes.

In addition, Otway Community College has been catalytic in its involvement in a
range of community initiatives over the last ten years. As examples, Otway
Community College convened a group called the Colac Otway Project for Youth
Strategies, which then developed a series of Youth Strategies which were adopted
by the Colac Otway Shire, and founded the South-West Disability Network of
disability services.

As a flexible, efficient and cost-effective training platform, Otway Community
College is well suited to tailor its services to regional need, bridging the gaps left by
more formal education providers.
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Appendix B

Conceptual framework for analysing the social
benefits of education

McMahon (1998) provides a conceptual framework and survey of empirical
research relevant to the identification, measurement and valuation of the market and
non-market benefits of lifelong learning.

Table B.1 and Table B.2 set out those private and public non-market benefits
resulting from lifelong learning, noting that those relating to ACE in Victoria — as
a distinct education and learning sector — are likely to comprise a subset of those
identified by the framework. As examples, child care benefits to parents would not
apply to ACE given the mature age of ACE learners, while reductions in
deforestation would not apply given Victoria’s level of development and system of
support payments and entitlements.

Table B.1
PRIVATE NON-MARKET BENEFITS OF LIFELONG LEARNING

Health effects ¢ Reduced enfant mortality

e Lower illness rates
e Greater longevity
Human capital produced in the home ¢ Children’s education enhanced
More efficient household e Higher returns on financial assets
management ¢ More efficient household purchasing
Labour force participation rates ¢ Higher female labour force participation rates
e Reduced unemployment rates
¢ More part-time employment after retirement
Lifelqng adaptation and continued ¢ Use of new technologies within the household
learning ¢ Obsolescence: human capital replacement investment

e Curiosity and educational reading; educational television /
radio

e Utilisation of adult education programs
Motivational attributes e Productivity of non-cognitive skills

¢ Selective mating effects

¢ Divorce and remarriage (potentially negative returns)
Non-monetary job satisfaction e Non-monetary job satisfaction
Pure current consumption effects e Enjoyment of classroom experiences

e Leisure time enjoyment while in school

e Child care benefits to parents

¢ Hot lunch and school-community activities

Source: McMahon 1998.
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Table B.2

PUBLIC NON-MARKET BENEFITS OF LIFELONG LEARNING

Population and health effects o Lower fertility rates
(controlling for income) )

e Lower net population growth rates

e Public health
Democratisation (controlling for e Democratisation
income effects) .

e Human rights

e Political stability
Poverty reduction and crime e Poverty reduction
(controlling for income) .

¢ Homicide rates

e Property crime rates

Environmental effects (controlling for e Deforestation (for cooking, and export, given low education)

income) .
e Water pollution
e Air pollution
Family structure and retirement ¢ Higher divorce rates

(controlling for income) impacts .
e Later retirement

e More work after retirement
Community service effects of ¢ Time volunteered to community service within income strata
education (controlling for income) . . L

e Generous financial giving within income strata

¢ Knowledge dissemination through articles, books, television,
radio, computer software and informally

Source: McMahon 1998.
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