STAATSKOERANT, 1 SEPTEMBER 2017 No. 41082 269

DEPARTMENT OF HIGHER EDUCATION AND TRAINING
NO. 918 01 SEPTEMBER 2017

CONTINUING EDUCATION AND TRAINING ACT, 2006 (ACT NO. 16 OF 2006)

CALL FOR COMMENTS ON THE REPORT OF THE MINISTERIAL COMMITTEE
TO DEVELOP A FUNDING FRAMEWORK FOR COMMUNITY EDUCATION AND
TRAINING AS WELL AS TECHNICAL AND VOCATIONAL EDUCATION AND
TRAINING COLLEGES

|, Bonginkosi Emmanuel Nzimande, Minister of Higher Education and Training, in
terms of section 23 of the Continuing Education and Training (CET) Act, 2006 (Act No
16 of 2006) hereby publish a report of the Ministerial Committee to develop a Funding
Framework for Community Education and Training (CET) as well as Technical and
Vocational Education and Training (TVET) Colleges as contained in the Schedule for
public comments. The Executive Summary of the report is attached in the Schedule,

The full report is available on the website of the Department, www.dhet.qov.za.

All interested persons and organisations are invited to comment on the Report in
writing, and to direct their comments to —

The Director-General, Private Bag X174, Pretoria, 0001, For attention, Ms MD Masipa,
Email, Masipa.D@dhet.gov.za. Fax: 012 323 9091,

Kindly provide the name, address, telephone number, fax number and email address
of the person or organisation submitting the comments.

The comments on the report of the Ministerial Committee must be submitted not
later than 21 working days from date of publication of this notice.

Dr BE Nzimande, MP
Minister of Higher Education and Training

Date: cquT/Ztﬂ 7
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Foreword

On behalf of the Ministerial Committee on the review of the funding frameworks of TVET
Colleges and CET colleges, | wish to take this opportunity to express our gratitude to the
Minister of Higher Education and Training, Dr Blade Nzimande, M.P., for affording us an
opportunity to make contributions that will hopefully contribute to the strengthening of the
TVET and CET Colleges. Since being appointed as Minister of Higher Education and
Training in 2009, Dr Nzimande has brought the importance of these institutions for the
development of our economy to the forefront and has contributed in meaningful and notable
ways to the strengthening of the TVET College sector and the establishment of CET
Colleges. These institutions were often neglected in budget allocations and development
initiatives in various provinces. [t is of utmost importance to ensure that these colleges are
appropriately resourced and developed to enable them to fast-track the delivery of middle-
level skilled individuals and fulfil their role in strengthening the economy and to enhance
social mobility.

As cited in this report, the role of technical and vocational education and training is
particularly crucial to the development of the country’s manufacturing sector which at this
point is seriously underdeveloped, given the country's level of development. The Community
Education and Training Colleges will provide access to many marginalised South Africans
who need skills to improve their quality of life. These Colleges will play a crucial role in
addressing the approximately current three million NEETs which are the youth between the
ages of 18 to 24 who are not in employment, education or training.

The poor outputs from these Colleges have been atiributed to inadequate resourcing, a dire
need for capacity development, lack of appropriate learning support materials, absence of
appropriate student support services, inappropriate programmes and poor coordination of
efforts. It is imperative that the Government’s efforts will have to be supplemented with
investments from local government as well as the private sector, the NSF and the SETAs.

Funding allocations did not keep pace with the huge increases in enrolments aimed at
widening access, which led to a situation which is not sustainable in the long run, It is
imperative that a balance be achieved in resource allocations and development initiatives for
the various sectors of the post-school education and fraining system. More resources have to
be mobilised from more sectors of society to put these Colleges on a healthy growth
trajectory offering relevant and high-quality programmes with much higher levels of student
success rates.

It is believed that this report will be a valuable input for the National Plan for Post-Secondary
Education and Training which is currently being developed by various task teams appoeinted
by the Minister of Higher Education and Training, Dr Blade Nzimande, M.P.

Dr Charles Sheppard
Chairperson: Ministerial Committee on the review of the funding frameworks of TVET
Colleges and CET colleges

v
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Executive summary

L.

This is the Final report of the Minister of Education’s Ministerial Committee on the
review of the funding frameworks of TVET Colleges and CET Colleges set up in the
Government Gazette of 3 October 2014,

An additional substantial /nformation report and appendices of background papers
provides the detailed evidence on which this report is based. The background papers
include two on funding formulae for TVET and CET Colleges.

Part 1 lays out the detaiis of the two briefs given to the Committee.

Part 2 on the Economy and Education looks at the interaction between the economy
and education and argues that though the education provides a foundation for
development, its contribution to economic and social well being depends on its
quality (i.e. its ability to transmit skills and knowiedge) and the responsiveness of the
economy in ensuring a demand for educated labour. In the economic development
context in South Africa, the role of technical and vocational education and training is
particularly crucial to the development of the country’s manufacturing sector which at
this point is sericusly underdeveloped given the country’s level of development.

Part 3 examines Post-school education and training as a public good and proposes
that there are social justice imperatives that drive the agenda for continuing to provide
education even to those who have left the formal schooling system in any given
society. In the context of South Africa, it means that the greater the proportion of the
population that has completed secondary education and has acquired some skill to
bargain with at the labour market, the better opportunity will be distributed in the
population in general. South Africa currently lacks having a majonty of working
people have acquired a post-secondary schoel qualification. Attempts to address this
lack in the post-school education system have until recently put the focus on TVET
colleges only, but even these institutions do not yet function optimally. Aduit
education of a more basic type remains lacklustre in spite of the Cormmunity College
policy proposals. Five principles that should inform the funding of post-school
education are access, diversification of programmes, articulation, differentiation of
institutions, and capacity building.

Part 4 describes the Technical and Vocational Education and Training Colleges,
their history, institutional form and the transfer from provincial to national oversight,
proprammes and current low throughput rates, inadequately qualified lecturers,
insufficient indusiry-linked experience, and a limited programme qualification mix,
with a lack of programmes relevant to local communities and industry. Their current
funding insufficient (and growingly so) and inequitable (because grants are based on
historical provincial allocations).
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Part 5, on Community Colleges and Community Learning Centres (what were
previously provincially run Public Adult Leamming Centres, now nominally part of
nine virtual Community Colleges) examines their programmes, chronic under funding
and staffing with underqualified temporary educators. New policy on the new
institutional form of “Community Colleges™ is still at a largely vision stage with as
yet no actual pilots of what would be district based Community Colleges with a
number of attached Community Learning Centres and in turn satellites of these.

Part 6 notes the findings of the literature study on International post-school systems
that looks at the shape, functioning and funding of these systems. It examines, in
particular, various funding mechanisms.

Part 7 has the Committee’s 58 recommendations on A proposed funding framework
for colleges.

vi
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1. The brief of the Committee

The Government Gazette of 3 October 2014 pazetied the establishment by the Minister of
Higher Education and Training of a Ministerial Committee to review the funding frameworks
for Further Education and Training (now TVET) Colleges and Adult Learning Centres.

The purpose of the committee included:

a) Proceeding with the review process of the current funding framework for Technical
and Vocational Education and Training Colleges {TVET Colleges), assessing the
funding framework’s relevance and effectiveness in enabling TVET Colleges to play
a key role in producing a skilled and capable workforce for the country, and finalising
draft amendments to the national Norms and Standards for Funding TVET Colleges;

b) Aligning the national Norms and Standards for Funding Adult Learning Centres to the
proposed new institutional type of Community Colleges.

The main tasks of the committee were identified as being to:

a) Analyse the current funding frameworks to determine whether they are effective in
achieving the goals of attaining a skilled and capable workforce to support an
inclusive growth path;

b) Investigate other funding modalities of Vocational and Continuing Education and
Training (VCET) institutions (i.e. the Community Learning Centres, Community
Colleges, and TVET Colleges or other institutions similar to them) in other countries;
make comparative analysis; and advise on the most suitable and preferable funding
framework;

c) Diagnose the relevance of the curment funding approach in the light of funding
modalities in other countries as well as all developments that have taken place
especially at TVET Colleges e.g. diversification in terms of offering different types of
programmes {NC(V) and NATED Report 191), development of artisans, technicians,
etc. and propose the most appropriate funding framework;

d) Drafi amendments to the current TVET Colleges legislation after taking into account
the review process; and

e) Diaft amendments to the current ALC legislation to ensure alignment to the new
institutional type, the Community Colleges.

The Committee was advised that, aithough the review processes to revise the funding
trameworks for TVET Colleges and Communmity Colleges would be kept separate (as these
institutions in their current state vary in terms of programme mix; number of leammers and
sites; determination of enrolments; ownership of facilities used etc.), it was the prerogative of
the Ministerial Committce to propose whether to continue to keep the two processes separate
or to merge them.

There were therefore two terms of reference, the one related to TVET Colleges and the other
to Community Colleges (and Community Leaming Centres).
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TVET Colleges

The Terms of Reference for the Ministerial Committee on the review of national norms and
standards for funding technical and vocational education and training colleges provided
background information and noted that the review process could include other aspects which
were not catered for in the 2009 National Norms and Standards for Funding Further
Education and Training Colleges, namely:

$  the funding for NATED Report 191 programmes and other skills programmes;

§  the introduction of a standard date for informing TVET Colleges about enrolments
determined by Provincial Education Departments (PED) and the Department of Higher
Education and Training (DHET) and indicative budgets for the following year;

5 the introduction of measures to deal with poor performance by TVET Colleges rather

than decreasing enrolments as it is currently stipulated in the funding norms;

the funding of hostels;

the funding for bridging programmes e.g. Literacy, Mathematics, Science, etc.;

the consideration of the geographic location of colleges and poverty as rural colleges at

times face challenges in sourcing funds from nearby private sector industries;

$  provision for access to and distribution of alternative funding sources (such as the
National Skills Fund (NSF), Sector Education and Training Authorities (SETAs), etc.):
and

$  thereview of funding for special needs with different disabilities.

4n W v

Included in the scope of work were the (additional) tasks of:

(a) making recommendations on changes to the current funding framework in relation to:

$ whether the current funding framework and approach will be able to make it
possible to achieve the enrolment target of 1 million students in TVET
Colleges by 2014 and 4 million by 2030;

$ the funding of all Ministerial approved programmes and other skills

$ programmes;

& how to deal with the under-funding of TVET Colleges as a result of over-

$ enrolment (the current funding norms deal with over-funding and application
of a claw back mechanism);

$ whether the funding norms should continue using least cost of delivery and

$ apply funding formulas, or use average cost to avoid administrative burden of
applying and revising formulas (if needs be) at certain intervals;

$ whether the current rate of college fee applied is appropriate (currently 20% of
the total programme cost);

$ what measures should be considered for adjusting the funding requirements
for distance education and for experiential learning;

$ how the earmarked recurrent funding should be applied in terms of its varied
cost inputs per college;

5 the relevance of the Basic Minimum Package;

$ dealing with poor performance by TVET Colleges directly rather than
mdirectly by decreasing enrolments as it is currently stipulated in the funding
nonms,;

3 bridging programmes e.g. Literacy, Mathematics, Science, etc.

$ efficiency rates such as pass rate, throughput rate, certification rate, ete. taking
into cognisance that some colleges have been put under administration; and

5 a mechanism te subsidise private TVET Colieges.

2
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(b)  advising how TVET Colleges can administer the recovery of college fees that in some
cases culminate in bad debts.

{c) making the funding framework to respond to the needs of historically disadvantaged
TVET Colleges and of rural coileges with small campuses that are far apart from the
cenfral offices.

(d)  review the funding of students with disabilities.
(¢)  propose the funding mechanism for compensation of TVET College Council members

(H determining the minimum size of a college and a campus which would be
economically viable whilst delivering optimum outcomes.

(£:4] determining a separate funding framework for hoste] accommodation;

(h)  developing guidelines on how other sources of funding such as Sector Education and
Training Authorities (SETAs) and National Skills Fund (NSF) could contribute
towards TVET college expansion and the funding other skills programmes which are
not part of the Ministerial approved programmes.

Community Education and Training colleges

The Committee was also empowered to include other areas of focus that were pertinent.

The Terms of Reference for the Ministerial Committee on aligning the National Norms and
Standards for Funding Adult Learning Centres (NSF-ALCs) of Adult Education and Training
(AET) to the proposed institutional model for Post School Education and Training (PSET)
[ie. Community Education and Training Colleges (CET Colleges)] provided background
information, noted the Discussion document Adapting the NSF-ALCs to envisaged CET
Colleges, and outlined the scope of work, namely to:

{(a) analyse the cument funding framework to determine whether it is effective in
achieving the goals of attaining a skilled and capable workforce to support inclusive
growth path;

(b)  consider and compare the advantages of other funding modalities of Community
Colleges in other countries;

(c) diagnose the relevance of the current funding approach in the light of all
developments that have taken place, e.g. the new proposed Community Colleges
taking into consideration other funding modalities globally, formula funding
programme and funding of ABET level | to 4 learning areas and propose the most
suitable preferable funding model;

(d) align the NSF-ALCs to cater for funding of qualifications from National
Qualifications Framework (NQF) levels | to 4 as proposed in the Further Education
and Training (FET) Colleges Amendment Bill of 2012 (which implies that some
TVET College programmes such as the National Certificate (Vocational) (NC(V))
and NATED Report 191 may be offered in Community Colleges),

(e) examine the funding of other skills programmes from such as the National Skills Fund
(NSF) or Sector Education and Training Authorities (SETAs);
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(M

(2}

(h)

Q)

determine the typical characteristics of Community Colleges with regard to
performance, accountability, staff development, use of posts, payment of Community
Learning Centres personnel, compensation of Council members, growth potential,
etc.;

examine the funding of the different models of institutions as proposed by the
Ministerial Task Team on Community Education and Training Centres;

investigate the offering of other types of vocational qualifications proposed in the
report and determine cost implications thereof;

determine a measure on how to deal with poor performance by Community Colleges
to avoid reducing enrolments which might have a negative effect on students who
might already be from disadvantaged communities and may not have any recourse;
and

conduct a study of the demographics of target groups (including particular age
cohorts) and identify where new Community Colleges should be established and
where dwindling enrolments suggest mergers.

The Committee was specifically asked to make recommendations on:

(a)

(b)

(9

(d)

(€)

(f}

(f)

funding for distance education in Community Colleges (taking inte account the low
success rates for distance education and that therefore models of distance student
support and high level contact technologies would need to be developed and funded
{including, for example distance students with laptops and funding for connectivity);

the size of a Community College which would be economically viable whilst
delivering optimum outcomes and consider the possibility of having Central/ Main
colleges with satellites {that might require the rationalizing of centres and the
provision of hostel accommodation (with its funding implications).

funding of special education needs (and the consideration of the different types of
Community Colleges (and different funding models) to cater for this);

a funding mechanism for National Senior Certificate for Adults (NASCA) taking into
account the challenges and cost implications of offering the NASCA at Community
Colleges (including additional infrastructure costs such as laboratories as NASCA
proposes physical science, computer science, life science, etc.);

conditions for granting subsidies or grants to Private Centres consideting the draft
conditions attached as Annexure F;

a different funding model for rural Community Colleges to be able to make such
centres more economically viable as they are not likely te receive other forms of
private funding; and

conduct research to better understand the cost implications regarding the expenses of
Community College Council members incurred as part of their duties before making
recornmendations on how to regulate the remuneration of Community College council
members via the funding norms, if their constitution or structure might differ from
that of TVET Colleges.
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The ministerial committee
The Committee compnsed:

Dr Charles Sheppard {(Chaisperson) (Nelson Mandela Metropolitan University)
Professor John Aitchison (University of KwaZulu-Natal)

Professor Ahmed Bawa (Durban University of Technology)

Professor Peliwe Lolwana (University of the Witwatersrand)

Professor Kehla Ndlovu (Mangosuthu University of Technology}

Dr Gerald Quma (University of Pratoria)

Professor Pundy Pillay (University of the Witwatersrand}

Professor Divya Singh (University of South Africa) (until 19 August 2015).

To fulfil the brief the Committee met on a regular basis and commissioned a number of
pieces of research and writing from members of the Committee as well as field visits by them
{and analysis of the results thereof) to a number of TVET Colleges and the former Public
Adult Learning Centres.

Information Report and Appendixes

A full Information Report and Appendixes was also compiled with fuller details of the
information and evidence presented in this report.
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2. Economy and Education

It is well known that education in every sense is one of the fundamental factors of
development. Education impacts on economic development through its effects on labour
productivity, poverty, trade, technology, health, income distribution and family structure.
Education provides a foundation for development, the groundwork on which much of our
economic and social well-being is built,

Education’s coniribution to development depends, however, on its quality (i.e. its ability to
transmit skills and knowledge) and the responsiveness of the economy in ensuring a demand
for educated labour.

Post-School Education and Training (PSET) raises some important challenges for policy
makers. Access and equity are at the top of these challenges. Second, there is a trade-off
between quantity and quality. Third, there is the challenge of reaching a graduate mix that is
compatible with labour market needs and national development.

Moreover, the challenge of changing the composition of outputs from the PSET system
entails mobilising additional resources to PSET especially but not only in science and
technology disciplines, Finally, there is another important challenge that calls for a balance
between transmitting the information and skills needed for the labour market, fostering
innovative and creative talents, and developing broad intellectual capacities among higher
education students and graduates.

In the economic development context in South Africa, the role of technical and vocational
education and training is particularly crucial to the development of the country’s
manufacturing sector which at this point is seriously underdeveloped given the country’s
level of development. Moreover, one of the major constraints to the development of a
manufacturing sector and a productive export strategy is the lack of “middle level” skills in
ters of technicians of various kinds, welders, plumbers, etc.

Education and Economic Growth

The relationship between education and economic growth is a mutually reinforcing one.
Education of the appropriate quality and quantity increases the productivity of labour because
of its skills and knowledge enhancing roles. High and sustainable levels of economic growth,
on the other hand, make possible greater investment in education and other social sectors
because of the increased tax revenues that accrue to govemments because of growth.

It is generally agreed that economic growth is a necessary (but not necessarily sufficient)
condition for improvements in living standards and for enabling higher levels of investment
inter alia, in education, health and innovation.

Researchers (see the Information report for details of research and researchers used here)
have examined the relationship between education and economic growth in South Africa. By
differentiating between ‘tertiary education’ (universities) and vocational education and
training, they find that TVET graduates are “almost as likely to be employed as school
leavers without post-school education. However, the conclusion from their analysis is that
university education contributes to economic growth whilst other post-secondary education
including TVET colleges “do not productively contribute to economic growth”.

6
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The research also shows that workers with formal education are replacing those with no
education in occupations that are generally regarded as low skilled. However, this issue of
“education inflation” has been frequently understated, and may even be happening at the
higher end of the occupational spectrumn. In a labour market with ever increasing numbers of
young people with educational qualifications (not necessarily with skills and knowledge at a
commensurate level), employers choose individuals with the highest levels of education
available. So it is may not necessarily be a situation where university graduates are
necessarily more skilled and productive than certificate holders but one in which a high
degree of *“filtering” or screening is taking place whereby employers are choosing those
individuals whom they see as less costly in terms of ‘on-the~job” training,

Inequality in Schooling, Higher Education and the Labour
Market

Using cohorts of graduates from Rhodes and Fort Hare universities, recent research shows
that the unemployment rate of 7% among Rhodes graduates comresponds with the national
average for university graduates while the rate (20%) among Fort Hare graduates is almost
three times higher.

Among graduates who are employed, there are some important differences in job search
strategies which may explain some of the differences in labour market outcomes. The single
most common way that Rhodes graduates found their current job was through personal
contacts or networks (30%). Moreover, if the categories of ‘relatives’, ‘social media’ and
‘personal contacts’ are combined, then just under half of Rhodes graduates found their
current employment through a social network. Fort Hare graduates, on the other hand, relied
more on newspaper advertisements (36%) than on any other specific search strategy.

According to the authors, the results of this study are important for at least two reasons, First,
the findings extend the existing work on degree or programme choice by suggesting that the
completion of a first-choice degree is further conditioned by ‘pre-higher education’ factors
such as school quality, race, gender and intended field of study. The analysis suggests that at
least part of the preference gap is explained by poor schooling backgrounds and, by
extension, a lack of adequate preparation for university study.

The implication is that schooling quality and low socio-economic status do not only have the
expected impact on higher education access or performance but they are also clearly linked
with study choices and employment. This suggests that poor quality of support interventions
{e.g. career guidance) in the run-up to Grade 9 in under-resourced schools could have long-
term negative effects, as can poor support for learners as they approach matric.

Second, the findings sugpest that, while unemployment is far higher among Fort Hare
graduates, at least some of the disadvantage is actually carried over from the type of
schooling. The implication is therefore that interventions aimed at improving the employment
prospects of graduates from Historically Black Universities (HBUs) should be targeted at
university students from the low-quintile schools or, as already suggested, pupils from those
schools who might qualify to attend university.

The analysis does not support the view that biack African students (including those who are

enrolled in HBUS) are more likely to enrol in subjects with poorer prospects for immediate
employment. Moreover, the evidence from the eastern Cape universities does not suggest that
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Humanities praduates are significantly more likely to be unempioyed after controlling for
other factors,

The final question the authors raise is whether the far higher rate of unemployment among
Fort Hare graduates is really the result of the oversupply of certain skills or whether factors
such as poor matching, poor signalling — including the effects of perceptions and preferences
of prospective employers about graduates from HBUs such as Fort Hare or a lack of
appropriate social networks in the labour market are much more relevant,
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3. Post-school education and training as
a Public Good

The benefits of providing education at higher levels and to all citizens are numerous. Besides
the objective of developing mental and vocational capacities of individuals, a highly educated
society also has many other benefits. Research has, for example, shown that educated
societies are generally healthier and more tolerant. An educated society has more capacity for
reasoned thought, and the nurturing of culture and scholarship.

There are social justice imperatives that drive the agenda for continuing to provide education
even to those who have left the formal schooling system in any given society. In the context
of South Africa, it means that the greater the proportion of the population that has completed
secondary education and has acquired some skills to bargain with in the labour market, the
better opportunities will be distributed in the population in general.

Concentrating all energies and resources on the trickling effects of a growing primary
education system, does not seem to be getting us to a point where educational opportunities
are being distributed fairly in our society. Also, putting most of our post-school education
resources into the university system still means by-passing of millions of citizens who are not
able to access universities. In order to cqualise the opportunities given through educational
access, much more effort must be put into the promotion of a completed senior secondary
schooling with appropriate skilling and knowledge, and access to tertiary education. This is
the ‘missing middle’ in our education and training system.

The recent Organisation for Economic Co-operation and Development (OECD} (2014)
review of vocational education and training in Scuth Africa also states that in most developed
countries the majority of working people have acquired a post-secondary qualification, which
might be one or two-year qualification after the completion of secondary school. Equality of
opportunity is about levelling the playing field for everyone during key stages of life, and the
last three years of schooling and beyond are vital to this exercise. A shift in the debate
towards equality of opportunity in this area promises to be a better guide for public policy so
that similar chances are given to all citizens. Education must be seen to be a public good for
all.

The Five Principles of Action for PSET

The apartheid struggle in South Africa was not only an attempt to stop a crime against
humanity but should be regarded as a war from which there are many casualties and veterans.
As the years progress, these casualties are not being eliminated from the system. Instead the
lack of attention to them has created a situation where there are parallel economies; the first
and third world economies. Attempts to address adult education in the post-school education
system have until recently put the focus on TVET colleges only, but even these institutions
do not yet function optimally. Adult education of a more basic type remains lacklustre in
spite of the Community College policy proposals.

[t is no longer useful to view adult education in terms of literacy and adult basic education
only. The debate about post-school education is synonymous with adult education in a
broader sense in the country. It is synonymous because we know that the country has been
providing universal education up to the 9th grade. This means that for a while, we have not

9

This gazette is also available free online at www.gpwonline.co.za




286 No. 41082 GOVERNMENT GAZETTE, 1 SEPTEMBER 2017

been having the problem of complete illiteracy with the new generation (however weak the
actual reading, writing and numeracy competencies are). This means that we have a
population in South Africa of up to the mid-forties in age who have gone to school, and at
least completed between 8 and 9 years of education. The problem of complete illiteracy,
where it exists, must be confined to a much older generation, and this issue has been largely
addressed through the Kha Ri Gude adult literacy campaign. If this assumption is correct, it
provides a guide for DHET on the population that requires the most education, and this
profile can be described as being: between 16 and 45 and having between 8 and 9 years of
basic education.

We believe that there are five principtes that should inform the funding of a posi-school
system that would address the country’s needs: access, diversification of programmes,
articulation, differentiation of institutions, and capacity building.

Access

Whilst the major debate about TVET and Aduit Education in industrialised countries tend to
be about parity of esteem with general academic education acquired in schools, in South
Africa it can be said that there is a distinct lack of visibility of the TVET system. Many
people either do not know where to go to in order to develop the skills needed for the labour
market or cannot afford to. Yet, lack of opportunity to develop one’s skills presents a barmer
in leveraging social mobility in any society as well as inability to exploit the gains already
made through basic education. Access in the system will accelerate when the issues of spatial
inequalities; expanded provisioning and financial constraints are removed.

Funding must be provided to increase access to the post-school system and make it available
to all who want to participate by:

Increasing the infrastructure available in all communities by either putting up new buildings;
auditing all public spaces that can accommodate learning and making use of or doubling the
learning sessions in other institutions such as schools, TVET colleges and even universities,
Ensuring that all communities can access the kind of programmes they need where they are,
without having to move to urban areas; and ensuring that learners are not constrained by a
lack of finance from accessing programmes of their choice.

Diversification of programmes

Appropriate programmes are needed in both the TVET and adult education and training
(AET) sectors. The usefulness of such programmes will be decided by user demand, the
currency of such programmes, and the credentialing system. The following seem to be the
characteristics of an appropriate PSET for the country:

$  Completion of a high school qualification should be prioritized. Basic education is also
synonymous with the completion of 12 years of schooling {not just nine). In addition,
this is the most effective way of catching up on general education and leaming skills for
those who have been out of school for some time.

$ A vocational education qualification that has value in the labour market is important for
this group. But, it is important to note that many in this group are unable to access this
kind of education because of (i) the way it is packaped, (ii) the way it is delivered, (iii)
the cost, and (iv) the geographical location of provision.
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$  Many in this group require short courses in: (i) general education; (ii) vocational or
skills development eor upgrading; (iii) and personal development, rather than full
qualifications that take too long to acquire.

$  Non-formal education which does not have to be examined should still be an important
aspect of post-school education, and in particular in the community education and
training institutions.

$  There is a strong case for expanding participation in PSET by what can be considered to
be ‘non-traditional’ students. The only way this can be achieved is through an increase
in the number of institutions that provide PSET. In practice this means increasing
participation in colleges.

$  More post-high school qualification, e.g. short-cycle qualifications like Higher
Certificates and Diplomas, which used to be offered by Technikons have largely
disappeared from the system.

$ A funding model that stimulates the diversification of programmes in the system is
sorely needed for both TVET and AET.

Articulation

When there are either no progression routes from one PSET sector to another or where they
do exist but are extremely weak, no matter what goodwill there is in the system, both
massification and differentiation will be rendered futile unless the key issue of articulation is
appropriately addressed. The college system (TVET and CET) is currently structuraily
outside the “conventional” education system comprising schools and universities. As a result,
participating in government sponsored programmes in TVET colleges, like the NC(V), is
seen as a regressive move by many students. Attempts to align the TVET College system
through the NQF have not really worked as this exercise did not really look inside what is
being provided but merely created a framework within which the new qualifications were to
be pegged. The weakness of this whole process is now felt through the illogical sequencing of
courses that have no relationship to and do not take account of the knowledge requirements at
different levels.

Articulation is an important concept in opening up access and ought to be an important lever
in steering education, instead of being lefR to individual institutions and students.
Programmes and institutional relations between TVET and CET institutions, as well as TVET
and HE institations must be funded. The most important key to articulation is about
institutional relationships, and the following may help:

$  Funding a relationship between the TVET and CET institutions through space sharing;
satellite campuses; and even merging some of these institutions;

$  Funding a relationship between the TVET colleges and the Universities of Technology
through franchising and other means that would promote higher education in colleges;
and

$  Allocating all funding for HE-TVET ecducation partnerships to the TVET college
budgets so as to incentivise the higher education institutions.

In summary, TVET colleges should be used as anchor institutions to foster these relationships
and make it possible for programmes to overlap. Funding incentives will go a long way to
make this happen.
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Differentiation of institutions

One of the most common problems that occur when different institutions are expected to act
within the same space is that they all adopt a single set of institutional characteristics within
that system. Isomorphism is inevitable when a new type of institution enters the terrain as
they will want to fashion themselves after the older ones. So, in this case it can be expected
that the TVET colleges may want to fashion themselves on the university sector, and the
Community Colleges on the TVET college system (a development unfortunately encouraged
by the legislation which mechanically models them on TVET colleges). It is desirable that
even though the two types of institutions co-exist within a single system, they must still
maintain functional and organisational boundaries. Largely, the choices to be made here
revolve around maximising the resources available in each sector for each institution, as well
as being able to influence the direction and growth of each sector. Funding that incentivises
differentiation will go a long way toward steering the system in the right direction.

Capacity building

The effectiveness of the whole system will hinge on the capacity that has been built over time
to deliver what is needed for the population of South Africa. This means training of educators
in both sectors as a starting point. The strength of the sector is as strong as its educators.
Also, training funds must be available for all personnel in the system, whether it is for
teaching, administration, or leadership, in order to have an effective system. The sector is
sorely in need of research capability so that interventions are evidence-based. This capacity
must be developed in the sector itself instead of relying solely on extemnal capacity.

This gazette is also available free online at www.gpwonline.co.za




STAATSKOERANT, 1 SEPTEMBER 2017 No. 41082 289

4. The Technical and Vocational
Education and Training (TVET)
Colleges

Prior to the 1980s, South Africa had a state system of technical schools and technical
colleges. The technical colleges provided post-school vocational and occupational courses
(the theory aspects of apprenticeship education and training). Some were also legally
empowered to provide higher education. Over time some technical colleges also began to
offer community courses. In 1967 an intermediate institutional type was legislated for, which
changed some technical colleges into Colleges for Advanced Technical Education (CATE)
that could provide higher education sector training and help lessen the shortage of skilled
high level employees.

In 1979 the CATEs were renamed technikons and firmly placed within the higher education
sector. It was recognised that there was a set of higher education qualifications provided by
them that differed from those of universities and were more practically orientated. The
development of polytechnics in the United Kingdom also influenced these changes.

The post-apartheid 1997 Higher Education Act recognised three types of institutions:
universities, technikons and colleges as part of a differentiated higher education system. All
qualifications would be aligned to a new National Qualifications Framework (NQF) and the
Ministry of Education would approve the specific qualification programme mix at particular
institutions. Although the Ministry of Education regarded the technikons as providing career-
orientated diploma qualifications they were subsequently renamed Universities of
Technology and they edged towards being “comprehensive universities”.

The Further Education and Training White Paper of 1998 heralded a nationally driven
merger that by 2002 saw 150 colleges merge into 50 larger, multi- campus TVET colleges
which had greater autonomy and delegated budgetary authority. The merger certainly
addressed the historical legacy of the same districts having four or more parallel institutions
that previously served the apartheid era “race” groups, and of the distinction between state
and state-aided institutions, but it also Jed to the closure of smaller institutions that had
operated {though sometimes not very weil) in rural areas. The capacity to manage these larger
merged colleges was, however, often lacking.

Subsequent reforms included the following:

$  recapitalisation of the Further Education and Training college sector between 2005 and
2008 that sought to address infrastructural, resource and capacity challenges;

$ legislation in 2006 that transferred the staff of FET colleges to employment by college
councils; and

$  the provision of bursaries for college students through the National Student Financial
Aid Scheme (NSFAS), and a new National Certificate {Vocational) NC(V).

Enrolments in the colleges expanded significantly and there were gradual signs of improved
academic performance (though from a very low base).

Most recently control of these colleges has been transferred from being a provincial
competence to a national one, with the process completed in the first quarter of 2015.
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As part of the DHET s attempits to create a more coordinated post-school sector, the FET
colleges were renamed Technical and Vocational Education and Training Colleges in 2014.

In 2011 the colleges were considered to be operating at only 75% of their student capacity
with 300 000 students. In 2014 there were 349 580 FTEs (based on 702 000 enrolments). The
TVET colleges are generally considered to be underperforming and to be burdened by under-
prepared students, though current policy envisages their massive expansion to serve 1 250
000 students by 2030 or even more, according to DHET targets for 2030,

The TVET colleges currently focus on three types of programme offerings:

$  The National Certificate: (Vocational) NC(V)) introduced in 2007 with a wide range of
variants to choose from, Grade 9 is a minimum qualification to enter into the NC(V}),
although a growing proportion of students have Grade 12. A certificate can be obtained
for each year of three years of technical/vocation orientated study — at NQF levels 2, 3
and 4. The National Certificate: Vocational is offered in parallel to the school-based
National Senior Certificate (NSC) which has a more “academic™ focus. NC(V) 2 to 4
are equivalent to grades 10 to 12 respectively and correspond to NQF levels 2, 3 and 4.
The NC(V) curriculum is structured to include 60% theory and 40% practical
compenents in a particular vocational field. The practical experience may be offered in
the workplace or in a simulated workplace environment. This feature has the advantage
of giving students the opportunity to gain experience in the workplace during their
studies. However, this qualification does not prepare students for immediate entry into
the work place. After completing the NC(V), students are required to do approximately
two years of work experience. They may then sit the national trade test skills in their
field of specialisation.

$  The NATED Report 191 lists national programmes N1 - N6 which are largely
theoretical in nature and require candidates to complete an extended apprenticeship
before sitting the national trade test to become a qualified artisan. Artisan qualifications
include plumbing, welding, carpentry, boiler-making and many others. Grade 9 is a
minimum qualification to enter into the NC(V) or N1-N6 programmes, although a
growing proportion of students have Grade 2. The N1 — N3 programmes have never
been directly aligned with the NQF, but N3 broadly equates to grade [2. N4 — N6
programmes correspond to three years of study post-grade 12, culminating in a National
Diploma at NQF level 6.

S Qccupational programmes offered by the Sector Education and Training Authorities
(SETAs). These are typically skills based programmes with structured work integration.

The 2012 DHET Statistics show that the majority of College students {about 60%) are
registered on the N1-N6 programmes and 40% on the NC(V) programmes.

As stated earlier, one of the key challenges of the South African TVET sub-system is the fact
that currently there is no articulation between the TVET and any other education sector.

Historically, FET colleges had low throughput rates, inadequately qualified lecturers,
insufficient industry-linked experience, and a limited programme qualification mix, with a
lack of programmes relevant to local communities and industry. In many instances,
examinations, assessment and financial management were also below average in quality. The
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public TVET colleges system’s target is an average student pass rate of 60 to 30%. Overall,
of the 404 679 who wrote examinations in 2010, only 90 252 (or 22.3%0) successfully
completed a full qualification. In 2011, of the 126 491 who wrote examinations, only 51 790
(or 40.9%) successfully completed a full qualification. Despite increased overall participation
at TVET colleges, the student completion rates are fow and below the targeted range.

Prior to 1994, the bulk of government funding of colleges occurred through the post-
provisioning model, which distributed educator posts from a central pool in each province to
individual colleges on the basis of the number of full-time equivalent (FTE) students.

In the period 1994 to 2010, provinces, which receive the bulk of their revenue through an
‘unconditional grant” or an “equitable” share of nationally-collected tax revenue, have
complete autonomy in the use of these funds. Thus, there was some flexibility in how they
allocated budgets to TVET colleges. However, this flexibility was lost following the move of
TVET to the DHET. Funding for TVET colleges is now allocated in the form of programme
subsidies and conditional grants, which during the period of the funciion shift to national
canirol, was still channelled through provinces. This function shift was finalised in 2015,

Funding shortfalls need to be analysed both in terms of their general impact and in terms of
their impact on certain provinces (already disadvantaged because of the previous funding
allocation baselines per province being retained by DHET).

For 2012/2013, according to the DHET’s enrolment plan, the total MTEF budget for FET
college education should have been R5.989 billion. However, the actual allocation budget
was R4.845 billion, made available through conditional grants, which is based on historical
provincial allocations for FET college education, plus annual CPI adjustments. The
projections for subsequent years show a declining trend in total allocations for the sector.

Clearly, funding of TVET colleges has been inequitable and insufficient. A fair distribution
of funding would mean colleges receive equal rand values per weighted FTEs. Currently, the
baseline used for the conditional grant reflects historical allocations to TVET college
education, which were clearly too low in the Northern Cape, KwaZulu-Natal, Limpopo, Free
State and North West provinces. However, redistributing the pool of available funding
equitably to all provinces would disadvantage colleges in provinces where in the past more
appropriate budgets were allocated to TVET colleges. A more acceptable way to rectify these
imbalances would be to secure additional top-up funding, which could be channelled to the
colleges in the provinces that were severely underfunded. When channelling additional
funding to the sector, it is critical to ensure that the funds are spent effectively and efficiently.
To this end, the fiscal govemance and financial health of individual TVET colleges are
absolutely essential.

Another issue that suggests changes to the funding formulae is that no allowance is made for
whether colleges are urban or rural, large or small, or for the effectiveness of their

throughput.
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5. The Community Colleges and
Community Learning Centres

The major development in the immediate post-apartheid dispensation was the creation of an
Adult Basic Education and Training (ABET) system solidly wedded to new standards and
outcomes-based educational policies and systems.

The introduction of Curriculum 2005 for school-going leamers and the growing status of the
National Qualifications Framework (NQF) led to a period of confusion, uncertainty, lack of
direction, underfunding, low motivation and poor quality in many Public Adult Learning
Centres (PALCs). Since 1994 numbers did not significantly increase in the formal state
ABET system, and adults and out-of-school youth had been losing ground in obtaining
Senior Certificate qualifications. It is unlikely that the number of attendees {including both
genuine ABET leamners and those studying at a grade 12 (Senior Certificate level)) have ever
reached much more than 400,000 per annurn and output has generally been poor.

Overall, it is the failure of the public adult education system that led to the recent policy
decision to reorganise the Public Adult Learning Centres into clusters, as satellites of new
community colleges.

In 2012, a Ministerial Task Team proposed a new institutional model including Community
Colleges as district hubs for Community Leaming Centres.

The actual proposals were as follows:

A network rather than a single ‘new’ institution
The network would be an integral part of the post school system
It would have two major components:
Community Learning Centres (and their smaller satellites):
{with the Kha Ri Gude literacy campaign infrastructure, matured into a
national leaming network (with some similarities to the Scandinavian
study circles), linked o them
$ Community Colleges (within a differentiated college sector) as support hubs
for the Community Learning Centres clustered around them)
$ Support from an Institute for Adult, Youth and Community Learning (not merely a
sub-section of a TVET Institute)
$ Open, distance and e-learning components in all of these institutions.
There would be strong links to the TVET college system.
5 There might be a pilot phase in which the model was tested but the aim was for a
community college in every district of the country.

4y 4 4 W

Lo
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The Task team saw the work of these Community College/Community Learning Centres as
focusing on the following:

NGIF | Institution Mission Programmes

level

1t03 | Community First and second | ABET, soft vocational skills, GETC,
Leamning chance literacy | NASCA, some CLCs focus on hard
Centres and vocational vocational skills and NC(V), community

and non-formal education, Kha Ri Gude
learning network programmes

1to5 |Kha Ri Gude | Literacy and { Literacy, public and community

Learning public education | education
Network (Multi-ministry delivery]
4to5 | Community First, second | NASCA, NC(V), soft vocational skills,

colleges chance  Senior | social leamnerships, para-professional
Certificate. programmes, university bridging
Vocational and
occupational
prograrmmes

The decision by this Committee to not recommend having “community colleges” as sub-
sections of existing TVET colleges was based on the rationale that when adult education is
tagged onto another system it is invariably neglected. Moreover, expecting weak and
overloaded TVET colleges to take on the task of mothering a weak, understaffed and
dysfunctional PALC system that served thoroughly under-prepared learners is an unrealistic
and possibly unfair expectation. However, they would be expected to articulate with the
TVET colleges.

In 2012 the Green Paper for Post-School Education and Training proposed Community
Education and Training Centres as a replacement for the Public Adult Learning Centres.

Before the Task Team report was finalised or the White Paper published, the DHET legal
advisor appraised the Task Team of a plan to rename all 3 000 or so PALCs as Community
Colleges, and then immediately merge them into 9 (provincial/regional) ones. This was to
give effect to the “function shift” of the PALCs from provincial to national control.

This function shift took place on | April 2015. Predictably there were administrative
problems, particularly with payments to PALC staff, and it generally seemed that there was a
great lack of clarity as to who was actually responsible for ongoing support to the PALCs,
given that there were in fact no new community colleges (only nine nominal community
colleges to act as “Community College Administrative Centres™).

Funding of adult education remains abysmal in both absolute and relative terms. Recent data
on expenditure on adult education (in the form of funds transferred from provincial education
departments to the PALCs was R1.2 billion in 2010/11; R1 4 billion in 2011/12; R 1.5 billion
in 2012/13; and R1.7 billion for 2014/15 (about 4% of the entire state education budget).
Despite some increase in total funding, the direct government transfer per leamer decreased
by 10% between 2010 and 2013.
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It is clear that in terms of current policy and the realities of the function shift of state adult
education provision from provinces to the national Department of Higher Education and
Training that for the foreseeable future there will be no major development of new
community colleges that could replace the existing PALCs spread around the country. There
is therefore a need for funding that will in the interim enable them to continue their provision
(and improve their quality).

Given the realities of the current inadequacies of the system it would seem to be necessary to
gain for the CLCs an increased share of the national education budget. However, an increased
budget would not be encugh — the system demands new, visionary and effective management
of provision — for without this there can be little hope of progress. Effective management
teams are needed at both national and regional hubs with the capacity to ensure that the
budget is deployed effectively.

An enhanced budget would need to cover the following components:
< Salanes for educators and administrators (that would also take into account the need for

more permanent, dedicated, adult education staff). There would have to be some
allowance for considerable expansion of the FET component (Senior Certificate);

<  Salaries for the coordinating and support staff based at both central (Community
College Administrative Centres) as well as in the proto community college nodes at
district level (possibly linked with local TVET colleges) that would each deal with a
cluster of nearby Community Learning Centres;

< Serious curriculum and materials development (for at least a number of start-up years);
< Materials production and distribution;

<  The GETCA and Amended Senior certificate/NASCA examination costs;

< The setting up of an effective HETIS system and the procedures and regulations that
would enable it to work;

<  Support for the existing providers of adult educator training (currently a few
universities) to gear up for larger output and various forms of continuing in-service
education and support for educators and administrators; and the piloting of new ideas.
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6. Funding frameworks for TVET and
Community Colleges: International
review and South African system

The funding of education and training is underpinned by several important considerations,
including the economic and social relevance of education and training; the inevitable budget
constraints of povernment; and the division of the burden of payment between government on
the one hand, and private households and business, on the other.

Funding frameworks and mechanisms for TVET

The financing of Technical and Vocational Education and Training {TVET) Colleges comes
in various forms, namely, from public funding through, for example, the provision of grants
to institutions and payment of teacher salaries, from students through the payment of tuition
fees, from sectoral training funds, from private entities and donations, and from the so-called
third stream income.

Funding mechanisms for TVET Colleges could be described as input-driven (based on
enrolments and duration and nature of programmes), output-driven or performance-based
{(based on the outputs produced) or could encompass elements of both input and performance-
based funding. Many countries use a mix of funding options as a result of historical and
political developments.

UNESCOQ has advocated for financing mechanisms that can increase efficiency, stimulate the
demand for TVET, and promote better outcomes by ‘shifting the traditional input-based
models to more performance-based financing ones. Overall, a key consideration for any
funding system should be the efficiency of funding in terms of the ability to meet policy goals
in a cost-effective manner.

Formula funding

Formula funding has several advantages, namely, faimess (the same set of rules applies to all
institutions) and transparency. They are also administratively easier to apply. Once
established, the application of the formula is straightforward.

Overall, funding mechanisms and models are not just instruments for allocating resources for
given ends; more importantly, they are used as govemance tools to steer the realization of
important policy imperatives, for example, the production of skills that address the needs of
the economy and that address the challenge of youth employability.

Training funds

These also constitute an important source of income for TVET colleges. Payroll training
levies are the principal sources of financing for training funds. Levies can provide a steady
and protected source of funding for training, particularly in the context of unstable public
budgets. Sectoral, or industry-specific, training funds are an alterative to national
(centralized) funding models. Sectoral levies are limited to a defined sector of the economy,
such as industry or transport. A national system of sectoral funds offers the advantages of
flexibility and the ability to focus more directly on sectoral training needs. They may be more
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palatable to employers because of a sense of greater industry-specific orientation, less
bureaucracy and greater sense of ownership. However, they do not facilitate redistributing
funds across sectors or financing nen-sector related skill priorities. Sectoral funds may
duplicate efforts and fail to develop common core skills, transferable across industries.

Funding mechanisms of TVET Colleges in South Africa

Prior to 2010, provinces allocated budgets to TVET colleges through the provincial equitable
share. In this system, the DHET allocated funds to the provinces and FET colleges based on the
reported student enrolment and the related programme cost. Provinces then determined
allocations to TVET colleges, and these allocations were adjusted annually by the consumer
price index (CPIX). The main challenge with this system is that it was inequitable. The funding
of TVET colleges depended on provincial allocations as opposed to standard criteria applied to
all the colleges. In addition, provinces did not prioritise TVET equally in their budget
allocations, which led to unequal participation rates in TVET colleges and in provinces.

According to the National Norms and Standards for Funding Further Education and Training
Colleges, the current public funding mechanisms of TVET colleges consist of formula funding
of programmes, earmarked capital funding and earmarked recurrent funding, Overall, it
estimated that the state funds 80% of the costs of college programmes, while learers are liable
for the remaining 20% for which they can apply for financial aid {bursaries) from the National
Student Financial Aid Scheme (NSFAS).

Formula funding is used to fund ministerial-approved programmes and is designed to promote
transparency and comparability between provinces, predictability, equity through the provision
of bursary funding to colleges for students who are academically capable but cannot afford to
pay college fees, and quality and efficiency.

Formula funding of programmes is intended to cover the recurrent costs of delivering FET
programmes, but also certain capital costs associated with those programmes, such as costs
related to the replacement of the facilities and equipment used.

The National Norms and Standards for TVET Colleges envisage a programme-level costing
formula to allocate funds to TVET colleges. Funding is supposed to be allocated by multiplying
the assumed costs in the funding model per programme by the number of FTE enrolments in
that programme.

Earmarked capital funding is designed to cover items not covered by the capital infrastructure
portion of the funding base rate, mainly expansion of existing infrastructure or development of
new infrastructure (new campuses) and infrastructure backlogs. This funding may take a variety
of forms, for example, conditional grants in terms of the Division of Revenue Act, or matching
grants involving joint investment with private sector. Earmarked recurrent funding is targeted at
projects of a developmental nature such as staff development and development and
implementation of computerised systems. The earmarked recurrent funding stream also covers
inputs that are considered part of a basic minimum package of recurrent inputs required more or
less equally by all colleges.

Sources of income for TVET colleges

TVET colleges in 2013 received a total of R9.1 billion in funding, with the largest portion of
their funding from government sources (excluding some SETA funding).
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A key change in college funding in recent times, is the substantial increase in the amount of
student bursaries and loans provided by NSFAS, increasing from R0.3 billion in 2009 to R1.83
billion in 2013 in an attempt to increase access to the TVET sector. This has made TVET
colleges even more reliant on public funding by reducing the proportion of funds received from
privately-funded students for tuition, transport and accornmodation.

Funding for Adult Learning

Subsidies, vouchers, individual learning accounts and tax instruments are the main mechanisms
used to fund adult leaming across various countries.

Subsidies

Several countries use direct subsidies to stimulate participation in adult learning by reducing
the private costs of such training. In countries such as England, the subsidies are targeted at low
skilled workers and consist of four elements;

<  Free or subsidised training to a basic skill or NVQ (National Vocational Qualification)
level 2 qualification

<  Paid time off for training (funded for either 35 or 70 hours in total);

< Wage compensation (paid to the employers for a total of 35 or 70 hours time off); and

< Information, advice, and guidance to employers and employees.

Vouchers

In voucher funding systems, participants teceive the entitiements and funding follows their
choices. The most well-known voucher system is perhaps the GI Bill voucher delivery system
of the United States of America (USA). Under the G1 Bill, veterans of war are entitled to attend
up to 45 months of education during a 10-year period after their active duty. They are entitled
to receive an allowance if they attend an accredited schooling or training program. The
allowance may be used either to meet the direct schooling costs or lo cover costs of living.

Individual learning accounts

An individual leaming account is an instrument that provides individual workers with an
amount of money, to which the worker (employee), employer and third parties (for example,
government) can pay a contribution in either time or money. It is a base amount of resources set
aside for an individual to use for his or her learning. The main objective of ILAs is to give
individuals more personal choice and ownership of their leaming, and to stimulate individual
motivation to engage in learning activities that would enhance workers” knowledge, skills and
ahilities that increase their human capital and employability. They can also be used to
implement worker-centred methods to connect company needs to individual development needs
and are an instrument of shifting choice and responsibility of institutions to the potential leamer
(from a supply to a demand approach). This funding mechanism has been applied in the
Netherlands, England, Canada and Switzerland.
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Tax instruments

Some countnies subsidise training participation through tax instruments. This can be done either
by allowing firms to deduct training expenditures from the tax bill, or to allow individuals
{workers) to deduct their training expenditures from their income tax. As finms’ training
expenditures are part of their normal operation costs, firms will normally be allowed to deduct
such costs from their tax bill. Countries such as the Netherlands, Japan, Chile and Canada have
utilised this funding system.

&2
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5. Recommendations

A Proposed Funding Framework for Colleges

The Committee’s recommendations arise out of its members’ common judgement that the
current funding frameworks are not optimum and are in many respects an cbstacle to the
impiementation of constitutional and current government post school education and training
policy imperatives.

For effective implementation a much more appropriate, diversified funding framework is
required for Post-School Education and Training (PSET) including legislative, regulatory,
policy and administrative changes. Qur general and specific recommendations on these are
outlined below.

The funding framework for PSET must encompass a broad range of provision including
technical and vocational education, adult literacy, adult basic education, adult secondary
education, and continuing education as well as various forms of non-formal education and
training for youth and adults.

The purpose of the funding framework must be to increase access to an articulated, diverse and
differentiated system of post-school education and training, quantitatively, qualitatively and
geographically. It is a system that must be efficient, effective and accountable, taking into
account the need for equity and development — that is, for social justice redress in society as
well as to meet the skills needs and shortages. The growth of PSET must be related to the kind
of society we desire and the associated institutions for such a society.

The funding framework must be such that funding is provided via a transparent process and
with predictable outcomes.

The Committee recognises that its proposals and recommendations will require future work by
technical task teams with much modelling and piloting for them to be successfully implemented
(or where compelled by the evidence, discarded).

Increasing the national allocation for TVET and Community Colleges

It is evident that, in terms of both a proportion of the national education budget and as a
percentage of GDP, that TVET and Community Colleges are grossly underfunded, especially in
the light of the proposals in the White Paper on Post-School Education and Training and the
National Development Plan 2030. At the present time the education budget is divided as
follows: Schooling — 84%; Universities — 11%; TVET colleges — 4%; and Adult Education -
1%. Adult Basic Education is a constitutional right and demands urgent attention. The correct
balance between TVET College and University funding needs to be addressed incrementally
over an agrecd upon time frame.

Recommendation 1: We propose that urgent attention be given to substantially increasing the
funding for TVET and Community Colleges in the light of the serious underfunding at the
present time and current shortfails, given the vatue of these sub-sectors for economic and social
development. The Committee does not want to prescribe a specific numerical increase in
funding in either absolute or percentage terms but would like to stress the importance of paying
urgent attention to the overall funding issue. Investment in the PSET sector needs to improve.
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Whilst we understand that overall this might mean a major escalation in the size of the PSET
budget, we hold strongly to the view that unless such a review is undertaken, most of other
recommendations are largely pointless. We do recognise, however, that the increases would
need to be phased in over several years. However, it is imperative that a start be made in this
direction as a matter of urgency.

The Comrmittee notes that the urgent response to the current #Fees must fall campaign is an
indication of the extent to which university funding is prioritised politically at the expense of
other sub-sectors such as TVET and Community Colleges because of the powerful lobbying
power and interests in the university sector,

Funding components

Budgeting of necessity should provide for all the necessary components in an effective
education and training systems such as academic and support {including academic support)
staffing, educational materials, examination costs, information systems, career guidance,
evaluation and research as well as capital equipment and broader infrastructure.

Recommendation 2: We would therefore argue for benchmarks for both TVET and
Community College ministerial-approved programme-based budgets, such that staff costs
should not exceed approximately 65% to 70% of the total budget, and that within the staffing
budget, the ratio between teaching and support staff should generally not exceed 3:1.

TVET College specific recommendations

Quantity or quality - rewarding outputs

All education and training institutions have to find a happy medium between quantitative
growth (students enrolment) and quality (low repetition and drop-out rates, and the output of
competent graduates). Because of the immense pressure to massify the TVET college sector
there is a danger that quantity will be valued above quality.

The Committee is of the opinion that in recent years TVET college quality has been
compromised because of the pressure to increase enrolments without compensatory increases in
staff and other resources. Provision must therefore be made to ensure qualitative improvements
to meet labour market needs, even if it has to be at the expense of further increasing
quantitative growth in enrolment. Indeed, as the reviewed literature indicates, current
certification rates are abysmal. Currently leamers in the TVET system graduate at an exorbitant
per capita cost which is unsustainable. Moreover, the absorption rate of TVET graduates in the
economy is also a cause of serious concern.

The performance-based funding framework works well in the university sector in South Africa
and elsewhere. In the South African university sector there has been a significant improvement
in success rates, throughputs and research outputs.

Recommendation 3: We recommend changing the funding mechanism for TVET colleges
from the current system of “input-funding” to one based on both inputs and outputs. Initially we
would argue for an 80:20 input-output mix. We suggest that up to 20% of the programme
subsidy for year n +1 be based on the throughput of year #-1 (to allow for data collection).

Recommendation 4: The existing costing formulae needs updating both for programmes,
courses and staff post provision. The current model based on the original KPMG report and
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later PWC remodelling needs substantial revision, particularly with respect to the weighting for
the NC(V} as compared to the occupational programmes. Programme costs should include the
cost of examinations.

Recommendation 5: A technical team should be appointed to determine the details of future
funding formulae that take into account all the possible variables, including: Funding based on
FTE enrolment, funding based on differential programme costs, performance-based funding for
student success, weighting for rural and disadvantaged areas, weighting for disability,
infrastructure development and maintenance (including residences), staff development and
academnic support.

Recommendation 6: An enrolment plan for TVET colleges needs to be developed and linked
to available funding provided in the Medium Term Expenditure Framework {MTEF). Such a
plan would have to be in line with the new landscape for TVET and Community Colleges.

Recommendation 7: The DHET should also develop a long term plan for the college (say 5-7
years) to ensure the financial sustainability of colleges informed by agreed-upon enrolment
plans.

Recommendation 8: Enrclments should be based on a five-year rolling plan and should
include the projected growth in the number of graduates. The DHET should agree on the
funded enrolments with each college for a period of at least three years should a college deviate
significantly (say 5% or more) from the agreed-upon enrolment targets, the funded enrolments
for the outer years of the rolling plan should be adjusted. The claw-back procedure should be
abolished.

Recommendation 9: SETAs should develop a three year plan of programmes that they want
the colleges to offer and this should inform the enrolment planning process of the colleges. This
needs to form the basis of guaranteed funding from the SETAs to the colleges. The cost of
repeating students that take longer than the normal time to complete, should be taken into
account.

Recommendation 10: The National Skills Fund was established to provide training for the
unemployed. The NSF shoutd be used to fund such programmes in a set of colleges (say one or
two per province) for a three year trial period.

Variable course costs

Recommendation 11: As in many other countries, funding forrnulae should take into account
the variable costs of programmes and courses and the factors that disadvantage certain
institutions and the students that populate them. A good example is the formulae used in the
United Kingdom by the Education Funding Agency for Further Education Colleges, that takes
these into account, as well as the variable cost factor scales used by the Skills Funding Agency.
Rural colleges clearly need a funding adjustment through an additional weighting on the
formula.

Capital expenditure, infrastructure refurbishment and ongoing
maintenance

Recommendation 12: Given the expansion in the college system, serious attention needs to be
given to new capital expenditure and refurbishment as student numbers rise, as well as the
increased maintenance costs consequent on rising numbers. The maintenance situation

(including the repair and updating of equipment) needs to be carefully monitored and funds for
it specifically earmarked.
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Inequality of funding between provinces

Currently TVET colleges in the different provinces are not funded equally according to the
funding formulae. This is a historical anomaly carried over from the differential support given
to the TVET colleges in each province in the past. This inequity must end but not at the cost of
those provinces where the funding allocated is close to that predicted by the funding norms.
The colleges that are underfunded must be brought up to the norm, without lowering the norm
for all.

Recommendation 13: The post-function shift funding model for the TVET sector must ensure
that baseline funding does not perpetuate past under funding of the colleges in certain
provinces. Additional allocations must be used to achieve a more equitable funding regime
across the provinces.

Bridging and foundation programmes for under-prepared students

In a perfect system no underprepared students enter TVET colleges. As South Africa is
nowhere near such a state it is still necessary to remediate some of the failures of the school
system. However unfortunate this cost is (and taxpayers will eventuaily baulk at having to pay
twice for the same service) it is a cost that must be carried for the foreseeable future

The task teams involved in the development of the national plan for post-school education is
considering recommending the offering of foundation programmes with compulsory elements
on work readiness, ICT skills, life orientation as well as fundamental foundations for
mathematics, science and language. These programmes should be coordinated across the
colleges.

Recommendation 14: Bridging and Foundation programmes must be developed to assist
underprepared students who enter TVET colleges. These programmes must be fully
government-funded. The cost of these offerings will be ofiset by the savings made through
improved efficiency as a resuit of better throughput rates and fewer repeaters in the system.

Student support services

Student support, including career guidance, services are weak at TVET Colleges and the
function is performed by the lecturers. There is a big need to strengthen the student suppon
services to improve the quality of education and training. The functions that can be expected to
be performed by student support units must be determined. The DHET Youth Development
Support Directorate is currently looking at transforming the whole of student support services.
There is a need to attend to both the academic and social needs of students,

Recommendation 15: Adequate student support services must be established in the colleges
and earmarked recurrent funding needs to be allocated for this function.

Ensuring alignment between enrolment planning and funded workplace
learning places

Currently the two TVET College programmes, NATED and NC(V), and Leamerships continue
to be seen as alternatives to one another and not complementary components of a single
learning pathway from school to work (as had been the case historically). The connection
between “theory” and “workplace” remains disconnected. TVET funding is only allocated to
the ministerial-approved programmes (NATED and NC(V)) without any funds allocated to the

theory component of learnerships. Levy flows via the SETAs (for learnerships, internships,
etc.) take the form of grants to an employer who is then required to secure the theoretical
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learning from a provider of their choice (which may be a private provider or done in-house in
the case of large employers).

The fact that the “theory” and “workplace” were not connected often led to the practical
consequence for learners wanting to acquire trade qualifications of having to undergo nine
years of publicly funded learning to train as an artisan (which used to take only three years) if
the full route of Senior Certificate (3 years), NC(V) (three years) and an apprenticeship (3
years). This is a highly expensive route to a trade and is clearly sub-optimal for a system that
wants to massify.

In order to bring ‘theory’ and ‘workplace’ back together again, it is necessary to look for ways
to get the fiscus (which funds the theory) and the levy (which funds the workplace training) to
work together. To do this the disbursement of the one should be conditional on the
disbursement of the other for those programmes that require a workplace leaming component
for completion. This includes all the QCTO qualifications (and hence all the trades) but can
also equally apply to shorter programmes or even skills programmes that require workplace
leaming. The key constraint for most learners and colleges is the access to workplaces.

Recommendation 16: “Theory” and “workplace™ need to be linked again. The long-term (5
years) and short term (1 year) planning cycles of SETAs must be sequenced. SETAs should
start the initiative by inviting employers to apply for grants and these applications must be
approved before college enrolment planning begins. The employer responses must be based on
occupational categories (trades) that permit agpregation across sectors. Aggregated data of all
employers in a geographical area willing to take leamers for workplace learning for a given
trade(s) must be provided to the colleges in that area. This will set the broad quantum of
learners that can be enrolled by that college in that programme. In time employers should enter
into contracts with learners before they enrol.

Recommendation 17; Enrolments at colleges for those programmes that require workplace
learning should be premised on the colleges having access to workplaces for the leamers based
on the consolidated information provided by the SETAs for that area. The SETA offices in
colleges should therefore be primarily centres of data management derived from data
consolidated centrally.

Recommendation 18: The allocation of the levy grant is a condition for the allocation of the
fiscal allocation to the college.

Community College specific recommendations

Historically, the state adult education and training system has been of very low quality with
very weak output. This is unacceptable and it is pointless expanding such a system. Given the
current mode of operation and with the available funding, it is simply not amenable to
performance improvement. Whatever the political imperative for the expansion of provision,
rapid expansion should be curtailed until overall quality has improved, and such expansion is
capable of sustaining quality. That said, it is also recognised that adult education and training
provision is less capable of a linear massive expansion and improvement in qualitative
excellence compared to schoeling because of the vagaries of voluntary adult participation.
What is required is a steady process of reform and incremental growth. Because of inadequate
planning for the function shift of the PALCs to the national government and the absence of
actual community colieges, a proper holding operation and a new community college
implementation plan is in any case needed before significant expansion can take place.
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Legislation

It is clear from the international literature and from the current problems of applying essentially
TVET college legisiation to a different type of institutional model - namely, the community
college and community learning centres — that separate and comprehensive legislation is
necessary for adult and community education and training.

The drafting of such legislation would only be possibte if effective conceptualisation has taken
place on the nature and characteristics of Community Colleges and their governance, functions,
and potential activities (including performance, accountability, staff development, use of posts,
payment of Community Learning Centre personnel, compensation of Council members, growth
potential and viable size(s)).

Recommendation 19: Once a sound conceptual model of the Community College is developed
it should be piloted and then a comprehensive Adult and Community Education and Training
Act developed (which 1s not simply a clone of the legislation relating to Technical and
Vocational Education and Training Colleges.)

Structural reform and funding

The Committee is of the view that the transition from the Public Adult Learning Centres run by
provincial education departments to being clustered inte groups of satellite Community
Learning Centres around a Community College support hub in each district of the country has
not happened, was poorly planned, and is actually incapable of implementation in the short
term, mainly, but not only, because of the low level of funding.

The Committee believes that the funding of the Community College system needs to be
disaggregated into first, a holding operation with some modest reforms for the ex-PALCs
linked to the regional Community College Administrative Hubs, and second, the realistic
costing and funding of a set of community college pilot projects (also making use of private
sector and not-for-profit facilities and support as well as donor funding) in specially targeted
districts with appropriate demographics, with targeting to be done along similar lines to the
2013 Gauteng Department of Education audit of PALCs.

Establishing “a new institutional form”, the community college, requires a dedicated high level
support team which can develop and monitor an implementation plan and simultaneously
undertake the necessary demographic and demand analyses to justify investment in community
colleges, which are expected to serve two distinct groups, namely adult learners and youth.

Current state provision invests almost exclusively on two formal qualifications, the GETC and
the Grade 12 “Amended” Senior Certificate. It is not clear that this focus is of much use to
older leamers. There is also as yet no investment in high quality English and Mathematics
foundation or bridging courses.

Recommendation 20: Community Colleges should move towards a much more community
oriented rather than school-based approach. There shouid be no admission criteria ensuring
access o all who want to attend.

Recommendation 21: There needs to be a framework for institutional growth with due
attention being paid to the need for considerable funding for the effective development of this
sector, as well as attention being paid to more effective use of existing infrastructure and to its
expansion.

28

This gazette is also available free online at www.gpwonline.co.za




STAATSKOERANT, 1 SEPTEMBER 2017 No. 41082 305

Recommendation 22: Communities, local government bodies, and local civil society bodies
must be involved in the concepivalization and development of the local colleges, including
enrolment planning and the qualifications and programmes that should be offered, all within the
context of the development of the regions where the college is based.

Recommendation 23: A dedicated high-level Cornmunity College development support team
should be set up to develop and monitor the implementation plans for each new Community
College and simultaneously undertake the necessary demographic and demand analyses to
Justify investment in community colleges in those particular localities.

Setting the level of funding

Recommendation 24: [t is recommended that the overall budget be increased as fast as
possible to at least 3% of the national education budget as an interim measure and that certain
percentages of the budget be ring fenced for a minimum set of resources: personnel costs
(including coordination), curricolum and materials, maintenance and monitoring and
evaluation. Given the dearth of materials, materials development should be a priority in the
initial year or two. Building the capacity of the institutions to handle an increase in funding
needs to be factored in.

Use of public and private facilities

Recommendation 25: Given the low likelihood of massive funding for new infrastructure in
the near future, it should be incumbent on the state to encourage optimum use of spare capacity
in all public college and university facilities that can be made available for reasonable regulated
use by the adult and community education system and that private non-profit facilities also be
used on fair contractual terms. In addition, DHET should commence a process of negotiations
with municipalities across the country to identify available facilities for this purpose. The South
African Local Government Association could be a useful ally in this regard. There is also
considerable scope for the use of schools that have closed down,

Linkage to and incorporation of the Kha Ri Gude adult literacy network

The Kha Ri Gude adult literacy campaign’s network was a clear success and its simple but
elegant structure was a most cost-effective means of delivery. Whilst it is understandable that
the campaign would necessanily have an end point, it would be sensible to make use of this
structure and system and database as part of the community college/community learning centre
system,

Recommendation 26: The Kha Ri Gude structure should be incorperated into the Community
College system and a plan for this should be developed.

Common recommendations for both TVET and Community
College

Funding predictability

[t is clear that a major source of instability in the TVET and Community College sectors is the
unpredictability of funding. Such unpredictability was emphasised in much of the evidence
presented to the Committee that TVET colleges were not receiving the full quantum of what
they calculated were supposed to receive in terms of the current funding norms. The result was
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that Colleges were forced to have in effect two budget processes, the one based on the existing
programme funding norms and the other based on the approved budgets which over the period
2013 to 2017 had shortfalls that rose from 19% to 47% per annum.

With regard to the PALCs, it is also evident from the recent past that provinces arbitrarily
changed annual budgets, and in some cases, prior to the function shift, put operational budgets
on hold.

Recommendation 27: Whilst we recognise that the national education and training budget, like
other departmental or provincial budgets, is subject to a number of factors, such as economic
growth and tax revenues, it is nevertheless critical for spending agencies to have a degree of
certainty or predictability with respect to their budgets based on a long-term enrolment plan
(and the associated staff compensation budget).

Increased funding for programme differentiation and diversity

More differentiation and diversity of provision and institutions is needed both within and
between TVET colleges and Commumity colleges (with their Community Learning Centres and
satellites). This would require more legislative and governance adjustments. However, to be
avoided, in multi-campus colleges, is unwarranted over-specialisation by campus that has the
effect of raising travelling obstacles for students. This is needed to forge a more diverse college
system including TVET colleges, community celleges, and other institutional forms. Such a
framework must enhance the possibility of genuine and easy articulation and transfer of
students between colleges and higher education institutions.

For Community colleges there is the laudable idea of “curriculum development from below”,
encouragement of non-formal courses responding to local community needs, and
entrepreneurial building partnerships at the local level. This will however, be impossible unless
there is some budgetary allowance to support these at the college level.

Recommendation 28: Funding for programme diversification is necessary, both for the so-
called ministerial-approved programmes (currently two in TVET and the two (or potentially
three) in Community colleges) and via a generic “other vocational, occupational and non-
formal programmes” funding category.

A better overall institutional framework of coordination and articulation
There is a clear need for a more diverse college system including TVET colleges, community
colleges and other institutional forms. Such a framework must enhance the possibility of
genuine and easy articulation and transfer of students between colleges and higher education
institutions.

Recommendation 29: A better overall institutional framework for coordination and for the
easy articulation and transfer of students between TVET and Community Colleges and higher
education institutions should be developed.

Programme offerings at TVET and Community Colleges
There are several types of programme differentiation that will need to be looked at.

Recommendation 30: Although a genuine diversity of programmes is needed, only a
manageable set of key qualifications should receive major state funding, Programmes need to
be manageable both in terms of funding and conceptually so that student understanding and
choice of the appropriate qualification for a particular career path is made easy.
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Recommendation 31: The extent to which Colleges may cross-subsidise so-called ‘“‘non-
ministerial” programmes needs to be regulated. The crucial factor here is whether the cross-
subsidised programmes complement the subsidised programmes.

Recommendation 32: There is a need over time to differentiate between TVET college
programmes and Community College programmes. It would be pointless to duplicate
programmes when they are likely to be better delivered in one of the institutions, although there
is no obvious way, at this stage, to determine what would be better dealt with where. It may
also well be the case that a process of organic growth will be best for the Community colleges
as they develop.

Recommendation 33: There needs to be a more rational system of funding fully state funded
and endorsed programmes that are fit for purpose. It is clear from our investigations that
decisions in TVET colleges regarding the NC(V) and NATED programmes are often made, not
in terms of their fitness for labour market purpose (whether national, regional or local) but on
the basis of cost, enrolment increases, available staff, etc. It is also clear that good professional
and skills courses that deliver also need funding as appropriate.

Both the TVET and Community colleges need the ability to change their institutional trajectory
and, where appropriate, also offer NQF level 5 programmes (Higher Certificates) and level 6
programmes (Diplomas). We note the policy change that will see the re-entry of technical
training at schools which will have the effect of moving provision in TVET Colleges up the
NQF levels. In due course, the concept of two year (Associate} degrees (as in the North
American community college system) should be explored. At the same time, issues of
developing a really workable credit transfer system to universities would need to be
expeditiously resolved.

Recommendation 34: The issue of Higher Education qualifications being taught at TVET and
Community Colleges needs to be more carefully looked at (particularly in relation to Higher
Certificates and Diplomas) and most important, ensuring that Higher Centificates do articulate
with further qualifications in Higher Education institutions and fair credit transfer is allowed
for. A workable credit system to universities needs to be expeditiously resolved.

Recommendation 35: The real costs of remediating the failures in the school system and not
having the TVET colleges clogged with unprepared students, have to be faced up to. If the
Community Colleges are expected to do this their funding (and general capacity) will have to
reach a much higher dimension. [See also Recommendations 14 and 15.]

Recommendation 36: The possibility of having some specialised TVET colleges (as shaped by
the South African national and regional contexts) as a way of rationalising scarce resources also
needs to be examined (as will the cost of providing residential accommodation for students).

Recommendation 37: The National Senior Certificate for Adults (NASCA) is registered as a
qualification and will be implemented in 2018/2019. NASCA should be delivered in flexible
modes to ensure that adults can participate in them, including those already working. Subject to
the necessary constraints of costs and the integrity of the examinations, flexible assessment
should be made available so that an individual can enter and write these examinations
throughout the year 1o ensure that the systemn becomes much more efficient and effective,
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Course materials development

For both the TVET and ACET sectors, it is clear that there is a dire lack of well-designed
instructional materials for learners and manuvals for staff (whether in print, delivered via in-
house ICT services or onling). In the PALCs this lack was catastrophic. In the case of the Kha
Ri Gude literacy campaign, the excellent materials were crucial to its success. Without
appropriate study materials much of the other investment is simply wasted.

Recommendation 38: For the next five years there should be a substantial budget for the
research and development of first class study materials, including those delivered via ICT
means, especially for the community colleges.

Distance Education

Distance education in its traditional form is not an ideal mode for underprepared students. Nor
is it an ideal mode for TVET College students because of the large practical component in their
studies. However modern distance education and in particular that supported by advanced
eLeaming technology and open access materials should be explored cautiously. It must never
be considered as a cheap quick fix option. Distance education needs heightened student
support. These cautions do not mean that there is not a need for very carefully designed self-
study materials, both print and electronic. Courses delivered by distance education and flexible
modes of study should be funded according to an appropriately adjusted but fair formula.
Subsidy of distance education students is normally between 40% and 50% of that for contact
mode students.

Recommendation 39: The Committee is of the opinion that open and distance education for
the TVET and ACET sectors should only be explored with some caution at this time due to the
under-preparedness of the majority of students and the current poor levels of performance in the
sector.

Tuition fees

The portion of what can be expected to be paid by tuition fees has tended to increase in recent
times {an example from England it was now 12% of revenue, for United States of America
community colleges overall it is 30%). Recommending a benchmark figure on what percentage
of revenue should come from fees is legitimate. Currently in South Affica it is about 20%.
Some central and state governments regulate the fee structures (taking into account the funding,
budgets and track records of the institutions). For public literacy and adult basic education
programmes in many countries there are no fees (such as in Brazil where there are no fees for
any public education}. In the United States of America though in 1998 a previous restriction on
states charging fees for adult education services was abolished, most programmes remain free.
In South Africa the correlation between poverty and illiteracy and under education is so clear
that charging fees should be discouraged. At the same time it must be recognised that better
qualifications are a powerful engine for social mobility (and particularly in the case of
university degrees, give a tremendous ‘cash value” return to the holder).

In our consultations with institutions and students it became clear that there are major
dysfunctionalities in the disbursement of both tuition and accommedation, travel and
subsistence grants. Unless this situation is rectified, the expecied efficiency and equity gains
envisaged will not come to fruition.
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Recommendation 40: The Committee considers that fees are an important income stream for
TVET Colleges. Students that can afford tuition should pay fees. Students with academic
potential should not be excluded because they cannot afford fees (therefore there is a need for
an ongoing student fees support mechanism).

Recommendation 41: The Committee is of the opinion that the Community Colleges which
will serve the poor and disadvantaged should not charge fees for formal programmes. These
should be fully funded by the state with possible contributions by local authorities and the
private sector.

Recommendation 42: In the event in a national move to a fees free situation, as the NSFAS
allocations to TVET colleges are grants and not loans, it is recommended that the share of
NSFAS earmarked for these colleges should become part of the baseline funding of TVET
colleges with provisioning made in the subsidy for transport and accommeodation allowances
under the same conditions currently in the regulations for the bursaries. The funding for
transport and accommodation allowances should be earmarked and the size of the allocation
should be based on the criteria for eligibility and the availability of funds.

Special needs

Recommendation 43: Special education needs in TVET and Community Colleges shouid be
catered for and funded by adding an additional weight to the FTE calculations. The current
weightings for special needs students are regarded as acceptable although the criteria for what
counts as “special needs’ requires refining and rigorous application.

Addressing the needs of indigent students

Recommendation 44: The provision of living allowances for indigent students should be
introduced with a sense of urgency, but be linked to performance. Poor students need more
financial support particularly in the case of those from rural areas.

Student hostels

In principle, TVET and Community Colleges should enable access to students within
reasonable travel distances, though in some cases, local travel support may be needed.
Expenditure on residences would therefore not be a prionty. However, there may be a need for
hostels in rural areas, especially where transport services cannot be provided. Hostels may be
needed for centres of specialisation or where various forms of artisan training attracts students
from a wider geographical area. This may therefore require some TVET Colleges to consider
making available hostel accommodation for their students to ensure that their success and
graduation rates improves substantially.

Recommendation 45: Student residences may not be a high priority at this stage but, if deemed
essential, should be funded through separate earmarked capital grant (as is the case cuirently
with universities} on a project basis. Development finance institutions and the banking sector
should be encouraged to partner with institutions to provide loans matching the funding from
the Ministry. Local government sponsorship may be needed here also.

Accurate data for a functional HETIS

Accurate data in a functional HETIS (that addresses planning, funding, monitoring and research
needs) is an essential requirement for an effective system. The fair and accurate division of
funding needs to be based on accurate, reliable and timeous data. The inadequate as well as
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unreliable data for the existing Public Adult Learning Cenire system are a huge problem both
for the review as well as the future planning of the new Community College system and need to
be addressed as a matter of urgency. Although there are data available for TVET colleges, there
are a number of shortcomings. It is also important that SETA databases be linked to TVET
College ones. This EMIS development work needs to involve all the necessary stakeholders to
ensure the real functionality of the developed system.

It would be useful to have a learner record database available at national level.

Recommendation 46: An improved EMIS needs to be developed and maintained for both the
TVET and Community Colleges which should preferably be unit record databases with the
functionality of calculating accurate full-time equivalent enrolments. Funding will have to be
allocated for the development of proper management information systems.

Subsidizing private colleges

Recommendation 47; A set of strict criteria should be set for the granting of student grants for
study in private colleges where, in cases of national needs and priorities, particularly in
specialised areas and to address the provision of scarce skills, the public TVET or Community
colleges lack the capacity to enable potential learners to access these forms of PSET.

Staffing and conditions of service

The staffing conditions in TVET and Community Colleges are characterised by inconsistencies
in the conditions of service, lack of policy on the appointment of educators and a large
proportion of contract appointments, a limited pool of qualified candidates, and few incentives
for working in isolated areas (including a lack of staff accommodation in rural Colieges).

Recommendation 48: A staff provisioning model and policy must be developed based on full-
time equivalent enrolments and ensures a hybrid of permanent and contract employees for both
sectors, This model must take into account incentives to attract and retain qualified personnel,
particularly in rural areas, and the need for ongoing staff capacity development.

Compensation of college council members

Recommendation 49: The payments to Council members, apart from those who are already in
state employ, for meeting attendance, should be set at the standard hourly or daily rates and
should be capped at an annual maximum amount (to prevent an unnecessary proliferation of
Council meetings and site visits as a way of gaining income). The rates set by DHET for TVET
colleges on the basis of Treasury regulations on an annual basis are reasenable and appropriate.

Educator, trainer and researcher development

It is common knowledge that the development of adult educators, trainers and researchers has
been sorely neplected, particularly since the closure of many previously excellent university
centres and non-governmental organisations that had specialised in this field.

Recommendation 50: Universities and other roleplayers need to be encouraged to restore the
capacity for the training of adult educators and the updating of curriculums as well to increase
their capacity to develop TVET collepe lecturers and researchers.
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Management and staff development needs

The development of strong management capacity in both TVET and Community Colleges is a
necessity. Currently it is common cause that management is weak in the Community
College/Community Learning Centres system and many TVET colleges have been hampered
by management failures and in matters of fiscal governance, so much so that several have been
put under administration or threatened so. Colleges alsc need to budget for internal staff
development, given its known positive effects, and to plan for lecturer replacement while they
are attending training.

Recommendation S1: A plan for developing management capacity both in the short term and
in longer term training programmes will need to be costed and linked to a much clearer
specification of the funding principles for the adequate staffing of these institutions.

Recommendation 52: Intervention should be made to improve fiscal governance in TVET
Colleges and to prepare for it in Community Colleges, including recruitment of appropriate
skills, ongoing training, and credible financial systems and processes.

College reserves and surpluses

Recommendation 53: Colleges should retain surpluses generated from programmes for use by
the institution, Surrendering such funds to the DHET would represent a disincentive to
efficiency and effectiveness and for developing and implementing new programmes and
courses. College reserves should therefore not be tampered with. Large educational institutions
need reserves — however, they should be accountable to the DHET to how they use such funds.

Monitoring the financial health of colleges

Recommendation 54: Sound funding systems and uniform templates for financial reporting,
designed in a manner that ensures that the DHET can proactively monitor the financial health
of TVET and CET colleges, must be developed in the interests of the institutions themselves.

Monitoring, evaluation and research

It is common cause that monitoring, evaluation and research have not been prioritised or
capacitated within the TVET college or state adult education system. All colleges need to have
a “knowledge project” related to the regional, district and municipal situational demands.
Clearly the lack of research capacity has to change, without diminishing the role that
universities have to play in researching the sector.

Recommendation 55: There should be a relatively autonomous monitoring, evaluation and
research component at both college and national levels that, separated in function and control,
would ensure the collection, analysis and interpretation of accurate data on the implementation,
learning outputs and impacts of the TVET colleges, SETAs and the Community colleges.

Role of universities in training and research

Historically it has been South African universities that have played a role in researching TVET
and adult and community education and providing for the training of practitioners in recognised
teaching qualifications. Universities should assist in the setting up of Community Colleges and
co-operate with TVET Colleges to strengthen them too.

[n the case of adult education virtually all research and practitioners development has been
done by universities. What capacity remains needs to be revitalised and rebuilt, particularly in
certain provinces, after decades of decline.
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The rapid development and expansion of the TVET and the Adult and Community Education
and Training sectors is both an opportunity for research and a demand for it. To maintain the
integrity of what is intended to be a massive education and training intervention it is important
that its processes and output are subjected to rigorous research.

Recommendation 56: The Committee believes that those universities in South Africa that still
have some adult education research capacity should play a significant role in researching adult
and community education and training, in materals development and in the preparation of
educators (in collaboration with the South African Institute for Vocational and Continuing
Education and Training (SAIVCET)). (See also Recommendation 50)

Recommendation 57: A programme of recruitment (of both full-time and part-time
researchers) should be undertaken in both the TVET and CET sectors. Universities
collaborating in support of these sectors will also be asked to steer promising research students
into undertaking research studies on TVET and ACET. It is also assumed that the SAIVCET
will play a pivotal role here.

Recommendation 58: In both TVET colleges and Community colleges, internal research
capacity needs to be built in the long term, and this needs to be provided for by a way of a
percentage of the overall funding.
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Appendix 1: Towards a funding formula for the TVET
Colleges

Introductory note

It is important to note that it is not feasible to develop a formula for allocation to TVET
Colleges that will encompass all the components and principles embedded in the Ministerial
Committee’s recommendations. Certain components such as the programme subsidy can be
allocated based on a formula, which has been illusirated in the following section by the
principle of weighted FTEs. The funding allocations are rather presented as a framework ina
flow diagramme format with an indication of principles for allocation. Decisions need to be
made with regard to amounts allocated for performance/ outputs as well as amounts set aside
for earrnarked grants for specific purposes. It is advisable that a model of allocation be
developed that will over time introduce those recommendations accepted by the Minister.
The introduction of each component must be modelled to establish the impact on each TVET
College and should be introduced stepwise to ensure that the system is not destabilised. It is
important that additional funding will have to be allocated for the introduction of earmarked
grants and the eradication of differences in provincial allocations per weighted full-time
equivalents. Seme of the recommendations such as the shift in provincial allocations based
on the differences in growth in full-time equivalents as demonstrated below should however
be introduced as a matter of urgency.
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Funding for TVET Colleges

Approved enrolment plan for TVET Colleges Each year the Department of Higher Education
according to programme for a period of 3 and Tewining {(DHET) obtains the enrolled FTEs, ‘
years linked to the MTEF budget. Review headcount enrolments and certificates obtained

. enrolment plans annually based on the actual =——=| for each ministerial approved and funded
enrolments of year n-1. programme for vear n-1 from the Technical and

Vocational Education and Training Management
Information System (TVET-MIS) to calculale
the subsidy for year n+].

|

‘ Portion of MTEF budget allocated to TVET Colleges

Il Il

Programme funding subsidy to TV Earmarked grants for
Colleges (e.g. 80%) specific purposes (e.g. 20%)
i )

The subsidy calculations are done per college per
geographic location. The calculations are first done
based on the actual programme cost (or funding
grid). The disadvantage factor as well as the rural | : 1
factor are included in the calculations. A portion of =) | Maicrials development

the ailocation is based on the performance/ outputs |
of the colleges (long term 20% but phased in over — i Staff development
time). The 80% subsidy and 20% fee split is then
applied. The 80% subsidy allocation are then
aligned based on the historical provincial shares of
the allocations as well as the available MTEF
allocations. This alignment should be phased out to | Programme diversification
ensure that TVET Colleges are adequately and
equitably funded in future. In the meantime

Infrastructure development

Student support services

| additional funds need o be allocated to migrate | -, | Funding of specialised and
towards equity of funding per province. A top- T | scarce skills programmes in
sliced allocation should be made to provide Private Colleges to fill
additiona)] funding to colleges for special needs training paps

enrolments. The allocation should be done
proportionally to colleges based on the number of
full-time special needs enrolments multiplied with
the rates that were determined by the DHET.

i NSFAS (or subsidy if NSFAS
becomes part of the subsidy)
@ B covers fees of students who
are academically deserving

30% subsidy 0%, of
allocation to programme cost J Students that do not qualify for ‘
TVET Colleges to be collected | NSFAS pay 20% of

from fees ‘ programme <ost in fees |
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Enrolment planning

The colleges should stay within 5% of the enrolment plan targets to avoid the deflation of the
rand value of the full-time equivalents (FTEs) per programme and or to avoid over-funding
{under-enrolment) for a particular college. These enrolment targets could provide indicative
subsidy allocations for colleges.

TVET Management Information System (TVET-MIS)

a) It is vital that the DHET develop an appropriate EMIS to ensure that the DHET can
make improved and enhanced subsidy calculations and that the DHET can monitor
the efficiency and performance of the system.

b} DHET must involve a wide range of role players in the design and development of a
unit record database system. The design and development must include the strategic
and enroiment planners, financial staff, curriculum developers, physical planners,
internal and external researchers, TVET college staff as well as representative bodies
to ensure that the DHET develop a comprehensive database that will serve the needs
of all the role players in the sector. DHET must establish a process/ structure that
revisit the datobase design on a regular basis to ensure that it remains relevant and
serve the needs of the various role players.

c) One of the recommendations is that performance/outputs must become the basis for a
portion of the programme funding allocation and it is thus vital that the certification
numbers and rates of colleges must be available.
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Subsidy Calculations

a)

b)

<)

d)

g)

h)

If a college did not deviate more than 5% from the planned enrolment targets, the
DHET should fund the college based on all the enrolled FTEs.

The FTE calenlations are based on subject enrolments. Take the example of a
student who must enrol in 7 subjects for the NC(V), If the student enrols for only 4 of
the 7 subjects the student enrolment is equal to 4/7 FTEs or 0.57 FTEs. It would be
preferable if the TVET Colleges implement a credit system for programmes where
each subject has a credit value depending on its weight in the curmiculum. This would
create a system for much more accurate calculations of FTE values and subsidy.

If the enrolments deviate more than 5% from the target, the DHET must adjust the
enrolment targets for year n+l.

If the college’s enrolments were more than 5% under the enrolment targets for the
year n-1 the targets for year n+] must be adjusted down. It does mean that a college
could have received subsidy for a vear for enrolments it did not achieve but this is
rectified by adjusting the enrolment targets for the outer year on a continuous basis.
The clawback mechanism should be abolished to provide more budget predictability
for colleges.

Depending on the totals for the system, as well as available funding, if a college
enrolied more than a 5% deviation from the target the target could be increased for
year n+1,

If the system tetals and funding do not allow it, the DHET must leave the target for
year n+1 as is and the college must manage their enrolments for year n+1 within this
target range.

If there is not adequate additional funding, over enrolments should not be funded,
since it affects the subsidy allocations of other Colleges that have managed their
enrolments within the targets. This implies that the college wiil have to fund the over
enrolment itself from its own coffers.

The subsidy allocation for year n+] is thus based on the enrolment target for year
n+l, but the achievement of the enrolment target for year n-1 might affect the

enrolment target for year n+1,

The current (2017) relative funding weights of the NC(V) and NATED programmes
are given in Tables | and 2 below,
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Table 1 — Current funding weights of the NC{V) programmes based on the lowest
cost NC(V) programme (Cffice Administration)

Cost
NC(V} Programme Namae ;a::ording'l_VEt?_ ‘I:l;:i&g

funding norms

and standards
Civil Engineering and Building Construction L2 - L4 |60 833 §.5678

| Drawing Office Practice L2 - L4 44 561 1.14384
Electrical [ufrastructure Construction L2 - L4 60 025 1.5470
Engineering and Related Design L2 - L4 78 392 2.0204
Mechatronies 12 - L4 79 434 2.0472
Process Instrumentation L2 - L4 9636 1.5370
Process Plant Operations 1.2 - L4 60 369 1.5687
| Finance Economics and Accoumting L2 - L4 43 417 1.1190
Manapement L2 - L4 45 454 1.1715
Hospitality L2 - L4 73 739 1.9004
IT and Computer Science L2 - L4 5% 469 1.5327
Education and Development L2 - L4 42 179 i.0871
Marketing 1.2 - L4 8926 1.0032
Office Administration L2 - 1.4 38 801 1.0008
Primary Agriculture L2 - [4 104 249 2.6868
Tourism 12 - L4 56 405 1.4537
Safety in Society L2 - 14 39 772 1.0250
Transport and Logistics L2 - L4 40 688 1.0486
Primary Health L2 - L4 48 987 1.2623
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Table 2 — Current funding weights of the Report 181 (NATED) programmes based
on the lowest cost NC{V) programme (Office Administration)

Cost
Report 191 (NATED) Programme Name e LA :;':i:'h“t“
funding norms
and standards
| Enpineering Studies N1 - N3 23 896 10.6159
| Enpineering Studies N4 - N6 27 877 0.7185
Business Management N4 - N6 tl 603 0.6083
Financial Managerment N4 - N6 23 603 1.6083
Human Resource Management N4 - N6 23 603 0.6083
Introductory Business Siudics N4 23 603 b.ﬁﬂﬂ]
Introductory Clothing Production N4 32 768 0.8445
Management Assistant N4 - N6 ism 0.6083
| Marketing Management N4 - N6 23 603 0.6083
Public Manapement N4 - N6 23 603 0.6083
Public Relations N4 - N6 23 603 0.6083
Popular Music: Performance N4 - N6 38 231 0.9853
Art and Design N4 - N6 38 231 0.9833
Clothing Production N4 - N6 32 768 @445
Educare N4 - N 128 673 0.7390
Famming Management N4 - N6 38 231 0.9853
Hospitality and Catering Services N4 - N§ 53 249 1.3724
| Interior Decorating N4 - N6 38 231 0.9853
Introductory Art and Design N4 38 231 0.9853
[ntroductory Food Services N4 53 249 1.3724
Legal Secretary N4 - N6 312 768 10.8445
Medical Secretary N4 38 231 .9853
Tourism N4 - N& 51 884 1.3372
Note: The NATED programmes are weighted against the lowest NC(V)programme cast
[which is currently Office Administration) te be able to calculate comparable
weighted full-time equivalents for each Callege independent of the mix of NC{V)
and NATED enrolments.
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i)

k)

1)

The DHET should allocate a portion of the programme funding based on the
performance/outputs of the colleges. In the longer term this should constitute
approximately 20% of the allocation but to ensure financial stability it could be
phased in over a period of time (perhaps ten years).

A simple way of implementing such an output subsidy is to allocate output weights to
various types of certificates and diplemas awarded by Colleges based on either the
duration or credits of the programmes. One could for example allocate an output
credit of 1 to one full year of study (1 full-time equivalent) and then allocate credits to
other programmes in relation to a full year of study. This approach would allow for
the determination of output weights for a variety of programmes as new programmes
are introduced in TVET Colleges. Only certificates awarded for ministerial funded
programmes should qualify for cutput subsidy. All certificates and diplomas obtained
in year n-1 then gets an output credit weight. The total for the system is calculated
and the portion obtained by each college is calculated. The total amount set aside for
output funding is then allocated to each college based on their share of the total
weighted outputs. As noted, the percentage of the programme funding set aside for
this could be a small percentage in the beginning of implementation but it should be
increased over time.

The DHET should introduce an additional funding weight for rural colleges, e.g. a
10% additional weight or multiplying their unweighted full-time equivalents with [.1.
There is a need to identify the cost drivers and distance appear to be the most
important factor. Rurality contributes to additional delivery and travel costs,
accommodation costs, and need for rural allowances for travel and accommodation
costs for staff, etc. The classification of colleges/campuses of colleges as urban and
rural is needed to identify those that qualify for a rural funding weight. If only certain
campuses of a TVET College are rural then the weighting should only be applied to
the FTEs of those campuses. Rural costs need to be benchmark against urban cost.
Rural colleges will also attract more disadvantaged students that will require more
student support to be successful. The DHET has made the following classifications of
the TYET Colleges based on the population density. There would probably have to be
a weight for semi-rural {e.g, 5% additional unweighted FTEs) well as rural (e.g. 10%
additional unweighted FTEs). The exact additional FTEs need to be determined by a
technical exercise that will focus on determining the cost differentials for the three
groupings of colieges.
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Table 3 - Urban/Rural classification of TVET Colleges

Province Collega Name Classlfleation
Eastert Cape Buffalo City TVET College Urban
East Cape Midlands TVET Collepe Urban
Ikhala TVET College Rura]
| Ingwe TVET Collepe Rural
King Hintsa TVET College Rura)
King Sabata Dalindyebo TVET College | Rural
Lovedale TVET College Rural
Port Elizabeth TVET College Urban
Free State Flavius Mareka Urban
Goldfields TVET College Urban
Maluti TVET College Semi-rural
Motheo TVET College Semi-rural
Gauteng Central Johannesburg TVET College Utban
Ekuchuleni East TVET College Urban
Ekurhuleni West College Urban
Sedibeng TVET Collepe Utban
Sowth West TVET College Urban
Tshwane North TVET College Urban
Tshwane South TVET Coilege Urban
Western College TVET Semi-rural
KwaZulu-Natal Coastal TVET College (Mobeni} Urban
Elangeni TVET College Urban
Esayidi TVET College Rural
Majuba TVET College Urban
Mnambithi TVET College Semi-rural
Mthashana TVET College Rural
Thekwini TVET College Urban
Umfolozi TVET College Rural
Umgungundlovu TVET College Urban
Limpopo Capricorn TVET College Urban
Lephalale TVET College Rural
Letaba TVET College Rural
Mopani South East TVET College Rural
Sekhukhune TVET College Rural
Vhembe TVET College Rural
Waterberg TVET College Rural
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Mpumalanga Ehlanzeni TVET College Rural
Gert Sibande TVET College Semi-rural
Nkangala TVET College Urban
Northem Cape Northern Cape Rural TVET College Rural
Northern Cape Urban TVET College Utban
North West Orbit TVET College Semi-rural
Taletso TVET College Rural
Vuselela TVET College Urban
Western Cape Bolond TVET College Semi-rural
College of Cape Town TVET College | Urban
False Bay TVET College Urban
Northlink TVET College Urban
South Cape TVET College Semni-rural
West Coast TVET Collepe Rural

m) A top slice grant should be allocated for additional funding for students with special
needs. The amount needed could be calculated on the basis of the indicative
additional cost per special needs cducation student for NC(V) and Report 191
programmes for the 2017 to 2019 MTEF period as given in Table 4. Once such a
grant has been established it should be distributed to Colleges based on the number
and mix of students with special education needs.
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Table 4 — Indicative cost per year for Special Needs Education for NC(V) and Report
191 (NATED) programmes for the 2017 to 2019 MTEF

Category | Calegory of Special Weeds Education Rating MTEF SNE Cost per year
Code (SNE) additional to the Programme Cost
2017 2008 2019
CPIX 1.059 1,056
NC({V) programmes
3 Physical Disabifity 2.5

Behavioural/conduct disorder (including2.5 22690 24 029 25375

severe behavioural problems)

Mild to moderate imellectual disability 2.5

Specific learning disability 2.5
Attention deficit disorder with/withowt 2.5
2 Cerebral Palsy 4
Autistic spectrum disorders A 36305 | 38447 | 40600
Psychiawic disarder 4
Epilepsy 4
1 Blindness 5
Deafness 5 45 381 48 058 50750
Deaf-blindness 5
Partial sightedness/Low Vision 5
Hard of hearing 5

Report 191 (NATED) programmas
k1 Physical Blisability 2.5

Behavioural/eonduct disorder (includingi2.5 s ke 17 886

severe behavioural problems)

Mild to moderate intellectual disability 2.5

Specific learning disability 2.5

Attention deficit disorder witl'without 25

B

2 Corcbral Palsy

Autistic spectruen disorders 25 589 27099 28617

Psychiatric disorder

Epilepsy
| Blindness

Deafness 31987 333874 35771

Deaf-blindness

Partial sightedness/Low Vision

N EN I EEEEI LIRS

Hard of heaning

E—
E—

——
—

Note: Rating 3 is 80% of average programme cost as handicap is severe and vequires an additional staff member.
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Table 5 — Total number of learners with special education needs - 2017

Disability Headcounts As % of total
Special Needs
learers

Communjcation{talk/listen) 5 .1%

Disabled but unspecified 5 087 14.5%

Emaotional 84 2.0%

(behaviouralipsychological)

Hearing (even with hearing aid) 127 3.1%

Intellectual {leam, etc.} 125 2.1%

Multiple 61 1.5%

Mone now - was Sight 2 0.0%

Physical {move/stand, ete.} 192 14.6%

Sight {even with glasses) 505 12.2%

Total reported SNE Students 4 148 100.0%

Total reported SNE Studenis 4 148 1.3%

None 325 065 98.7%

Grand Total 329 211 100.0%

n) The practice for 2017/18 was that a calculation was made of the amount from the

subsidy allocated should be earmarked for SNE students based on the total number of
special needs students based on the maximum amount of R45,389.00. It was not an
additional allocation but a guideline of how much money should be spent on SNE
students from their budget based on the numbers provided. This is problematic since
it is not additional funds (which is a result of the high levels of under funding
currently) and it also does not distinguish between categories of special needs.
Furthermore 74% of the special needs was unspecified which makes the exercise
basically futile. Some of the variables are also to open for interpretation such as
“Sight {even with glasses)”. This could not have meant all students wearing glasses
but rather students that have severe problems with sight that impact on their ability to
gain adequately from mainstream education. The statistics for some of the Colleges
appear to have been any student wearing glasses. Before any additional grant for SNE
students can be implemented these definitions will have to be sharpened and a data
verification mechanism will have to be put in place.
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The need for addressing the unequal funding of TVET Colleges in the provinces is
demonstrated in the analysis done in Tables 6.1 to 6.5. In order to arrive at
comparable data there is a need to first ensure that the varying cost in offering the
various Programme Qualification Mixes {PQMs) are taken into consideration. The
specific government funded programmes a particular FET College offer as well as the
full-time equivalent enrolments in each programme determine the cost to the Collepe.
This is done by calculating a funding weight for each programme in relation to the
lowest cost NC(V) which is the NC(V) in Office Administration. The funding weight
of this programme is taken as the base with a funding weight of 1,000. The funding
weights of all the other NC(V) as well as Report 191 (NATED) programmes is
determined in relation to the cost of this programme by dividing their cost by the cost
of the NC(V) in Office Administration (See Tables 6.1 and 6.2). The full-time
equivalent enrolments in each programme is then multiplied by this funding weight to
calculate the weighted full-time equivalent (WFTE) enrolments (known as teaching
input units in the university system) (See Tables 6.3 and 6.4). This weighting ensures
that the PQM mix as well as the full-time equivalent enrolments in each programme
with its different cost structure is taken into account.

Dividing the total provincial allocation by the total weighted FTEs for NC(V) and
Report 191 (NATED) gives the allocation per weighted FTE for each province which
then provides a comparison of the level of funding per province. Dividing the total
allocation for all provinces by the total weighted FTEs for all provinces give the
average allocation for the TVET sector per weighted FTE. The deviations from the
average for both the financial years 2017/18 and 2013/14 are shown in Table 6.5.

The following trends can be cbserved:

[n 2013/14 the Eastern Cape had the highest allocation per WFTE (R6,073.76 above
the average), but this has changed to the Western Cape in 2017/18 (R7,647.69 above
the average).

The Free State remained above the average for both years although the amount above
the average became smaller (R1,585.90 above the average in 2017/18 compared to
R3,174.17 in 2013/14).

Allocations in Gauteng deteriorated from R2.400.94 above the average per weighted
FTE in 2013/14 to —R199.33 below the average in 2017/18.

The KwaZulu-Natal allocations improved considerably over this period. In 2013/14
the allocation per WFTE was —R3,826.69 below the average, which increased to
R1,629.22 above the average in 2017/18.

The Limpopo allocations remained the lowest in both these financial years (-
R4,733.75 below average in 2013/14 and -R7,905.10 below the average in
2017/18).The Mpumalanga allocations deteriorated from R2,093.53 above the
average in 2013/14 to R-1,619.28 below the average in 2017/18.

Allocations per WFTE in the Northern Cape improved considerably from —R4,036.12
below the average in 2013/14 to R1,854.57 above the average in 2017/18.
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. In North West the allocations stayed below the average but improved from
(— R3,047.28 in 2013/14 to —-R665.40 in 2017/18).
. The Western Cape allocations improved considerably from R2,729.60 above the

average in 2013/14 to R7,647.69 above the average in 2017/18.

These variations reflect the historical levels of resourcing in provinces. Because the current
allocations are based on historical allocations by provinces, the changes in the patterns shown
over the period 2013/14 to 2017/18 must also be a reflection of variance in enrolment growth
in the various programmes with different funding weights between provinces. This is shown
in the changes in percentage shares of the total weighted FTEs over the period 2013/14 to
2017/18 by province in Table 6.6. Over time these differences need to be eradicated from
additional funding allocations. When this has been achieved, colleges should be treated
individually and not grouped per province. An immediate improvement in the faimess of
allocations would be to start adjusting for the differences in growth in weighted FTEs per
province per annum.
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)

The earmarked grants should be allocated as follows:

vi.

Infrastructure development should be allocated on a project basis addressing
national priority areas as well as need.

Materials development needs to be done at a national level on a project basis.
Staff development funds must be allocated on the basis of number of staff that
needs training as well as the cost of training.

Student support services can be allocated on the basis of full-time equivalents
of government funded programmes

Programme diversification should be allocated on a project basis at Colleges
carmarked for the establishment of centres of excellence and need to establish
new programmes in certain colleges.

Funding of specialised and scarce skills programmes in private colleges to fill
training gaps will have to be done on the basis of need as well as full-time
equivalent enrolments in the identified programmes offered at the identified
colleges.
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Appendix 2: Towards a funding formula for
Community Colleges

A preliminary caution

[t is acknowledged that there is a challenge in determining a funding formula options for
Community Colleges when it is still not finalised what types of programmes will be offered
other than the ABET levels 1-4 and actual Community Colleges hav still to be developed.

The previous and current situation

Previously there were three budgets for the Community Colleges/Community Learning
Centres:

. Running the adult education and training system {currently this is the old Public
Adult Leaming Centres, now repamed Community Learning Centres and
administered by nine “Administrative and Management Centres” that took over (or
are in the process of taking over) the role previously performed by the Directorates
for Adult Education and Training in the Provincial Education Depariments. These
“Admninistrative and Management Centres™ have had Principals appointed as if they
were actual local Community Colleges):

In April 2014 the Minister of Higher Education and Training established the first nine (9}
CETCs as Administrative and Management Centres for the 3 276 former Public Adult
Leaming Centres (PALCs)

(Department of Higher Education and Training, 2016, p. 227)
. Piloting Community Colleges (none as yet)

. Earmarked grants for materials development and MIS system development {{though
in reality this was largely for conventional general school education}.

Currently some 95% of funds are spent on staff.

Changing the funding allocation

Thete are three documents that give some guidance on future staffing and provisioning norms
for the new Community College system:

Department of Higher Education and Training. 2016. Draft policy on staffing norms
Jor Community Educarion and Training (CET) Colleges. Government Gazette, No,
40021, 27 May 2016, pp. 220-238

Department of Higher Education and Training. 2016. Community education and
training national roadshows. Mediation of the draft staffing norms for CET colleges.
August 2016. DHET presentation.
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Department of Higher Education and Training. 2017. Post provisioning norms for
CET colleges: distribution model. DHET presentation.

The Draft policy document of 2016 states (p. 229) that:
The Compensation of employees’ budget shall be capped at 75% of the total budget;
of which 80% is allocated for lecturing staff and 20% for support services. This

translates to a ratio of 1: 0.75."

Taking the proposals in this draft policy results in a percentage breakdown as follows:

100%
75% STAFF 25% OTHER
60% Academic (80%) (i.c. professional staff) 15% 1% 15%
Support (20%})] Goods Other other
76% Post level 3 {i.e other| and
management services
20% Post level 2 and support)
4% Post level 1
45% Community Leaming Centres (CLCs} 15% 11.25 | 3.75
Admin, &| % %
Mgt Centres | CLCs | Adm.
hub

What is immediately clear about the allocation breakdown shown in this table on the
allocation breakdown is that, though it might be reasonable for a future situation when there
are 50 ot more actual [ocal community colleges and where the majority of professional staff
work on a central campus, for the present (and foreseeable future) when all the actual
educational delivery is through the Community Learning Centres and sateilites, spending
only 45% of the total budget on professional staff operating in these latter delivery sites
seems absurd.

There are two ways this problem can be rectified:

Either:
The staff of the Community College are staff of the Community College regardless of
whether they are based at a central site or at a Community Learning Centre. An adjustment
can be is made to the weighting of total costs on the basis of the number of Community
Leaming Centres attached to each Community College/Administrative and Management
Centre.

Or:
Until the Community College secter is more developed, separate allocations (and funding
formulae) are developed for:

: [f this means the ratio of staffing to other expenditure, the ratio of 1:0.75 is incorrect, it is 1:0,33 or 3:1.

[£it ts the ratio within the stalfing budget the ratio is not £:0.75 but 1:0.25 or 4:1.
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. the Administrative and Management Centres (the nine) (who currently have no
learners at all)

. the nine sets of Community Learning Centres attached to these nine administrative
hubs {which are effectively provincial hubs}

. future pilot Community Colleges with their attached Community Learning Centres.?

Some further cautions and suggestions

It is important to note that it is not feasible to develop a formula (or formulae) for funding
aflocations to Community Colleges that will encompass all the components and pninciples
embedded in the Minisierial Committee’s recommendations.

Certain components such as the programme subsidies can be allocated based on a formula,
other components such as infrastructure development or materials development, cannot (and
it is important that additional funding will have to be allocated for the introduction of
earmarked grants and most crucially for the setup of the pilot community colleges and in due
course a local community college in each disirict of the country).

We recommend that from the start that funding to colleges be equitable with no differences
based on historic provincial allocations {as has unfortunately been the case with the
allocations to TVET Colleges).

It is advisable that a model of allocation be developed that will over time introduce the
Ministerial Committee’s recommendations accepted by the Minister. The introduction of
each component must be modelled to establish the impact on each Community College and
should be introduced stepwise to ensure that the developing system is not put under undue
pressure or destabilised.

The funding allocations are rather presented on the next as a framework in a flow diagramme
format with an indication of principles for allocation. Decisions need to be made with regard
to amounts allocated for performance/ outputs as well as amounts set aside for earmarked
grants for specific purposes.

As an example, a Pietermaritzburg centred Community College would initially have attached to it 29
Community Leaming Centres.
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Approved enrolment plan for Community
Colleges according to programme for a period
of 3 years linked to the MTEF budget. Review
enrolment plans annually based on the actual
enrolments of year n-1.

,:'_}]

An outline of the funding process for Community Colleges

Each year the Department of Higher

Education and Training (DHET)

obtains the enrolled FTEs, headcount

enrolments and certificates obtained

| for each ministerial approved and

| funded programme for year n-1 from

1 the Education Management
Information System (EMIS) to
calculate the subsidy for year n+1,

1

] Portion of MTEF budget allocated ko Community Cofieges }

ar

H

4

Programme funding subsidy to Communily

Earmarked grants for specific purposes

Colleges
Il

| The subsidy calculations are done per

| college {which in the interim means per
Administrative hub per province). The
calculations are first done based on the
actual programme cost {or funding grid).
The disadvantage factor as well as the
rural/distance factor are included in the
calculations. A portion of |he allocation is
based on tha performance/ outputs of the
colleges (long term 20% but phased in
over time). All Community Colleges should
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Infrastructure development

| Materials development
L ...

. | Staff development

s | Student support services

—

A Programme diversification

' Funding of specialised,

| scaree skills, and community-
based programmes in Private
Colleges, NGOs and CBOs to
! fifl training gaps

e

. i Sefup funding of new pilot
.~ | Community Colleges.
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Various steps in the funding process of programmes through
funding subsidies

Management Information System (MIS)

Historically the Adult Education and Training system run through Provincial Departments of
Education in the Public Adult Learming Centres had a very poor information generation
capacity.

In the current situation, unless accurate data is available on such things as enrolment and
output it will be impossible to implement funding formulae.

[t is therefore vital that the DHET develop an appropriate MIS to ensure that the DHET can
make improved and enhanced subsidy calculations and that the DHET can monitor the
efficiency and performance of the Community College system.’

The DHET must involve a wide range of role players in the design and development of a unit
record datahase system. The design and development must include the strategic and
enrolment planners, financial staff, comiculum developers, physical planners, intemal and
extemnal researchers, Community College staff as well as representative bodies to ensure that
the DHET develop a comprehensive database that will serve the needs of all the role players
in the sector.

DHET must also establish a process and structure that revisits the database design on a
regular basis to ensure that it remains relevant and serve the needs of the various role players.

Enrolment planning

The Community Colleges should stay within 5% of the enrolment plan targets 10 avoid the deflation
of the rand value of the full-time equivalents (FTEs} per programme and or to avoid over-funding
(under-enrolment) for a particular college. These enrolment targets could provide indicative subsidy
allocations for Community Colleges.

It needs to be recognised that adult basic education is a constitutional right for both children
and adults and enrolment planning must take this into account - it would be difficult, for
instance, to justify any withdrawal or reduction of adult basic education provision (that is,
ABET 1 to 4 programmes and the GETCA) or to fail to respond to obvious expressed need
for expansion of such adult basic education provision.

Ii is unclear whether the data on Commumity Learning Cenires is still on the EMIS system of the
provincial education departments (if it was on) or now on the TVET MIS or on the HE MIS.
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The number of staff posts available

A crucial determinant in deciding on the baseline monetary figure necessary to fund
(subsidise) the average weighted FTE student is assessing what the portion of the average
cost of each staff post is for servicing that individual FTE.}

The average cost of teaching and support staff is itself influenced by factors such as class
sizes’, level of the teaching posts for particular programmes, whether the staff member is
permanent, fixed-term or temporary.® Years of service and the cost implications of that also
come into the equation.

Currently the cost of staff is the major expense in the system and the cwitent proposals are to
reduce this from 95% to 75% of expenditure. This will be a difficult task, made worse by
efforts to improve the qualifications and conditions of service of Commuuity College
educators at the same time, with the likelihcod of reducing the scale of provision (which may
be difficult given the constitutional right to adult basic education). It may be sensible to
gradually reduce the percentage from 95% to 80% or 73% over a ten year period.

The Draft policy proposes that staff posts be distributed on basis of student FTEs though it
recognises problems with this, even if particular programmes have their FTEs weighted
differently (for example because of reasons of cost of delivery), because of different
enrolment patterns in different geographical areas.

The Post provisioning norms documnent proposes core management and administration posts
at the levels of College (22 posts), Community Learning Centres {8) and satellites (1). In the
current context this is a top-heavy bureaucracy, given that as yet there are no pilot Colleges
and most Community Learning Centre are in fact have quite small enrclments.

Until a functional MIS is in place, funding may need 1o be based on a simple headcount.

The DHET documents make much of the variation in class sizes, presnmably on the basis that ABET
classes need to be smaller because it requires more intensive individual work with the learners. The
Draft policy proposals make a number of suggestions about weightings of FTEs on the basis of class
size that do not explain themselves:

ABET | (0 3 have a maximum class size of 30 and a weighting of 1.17.

ABET 4 and NQF 2 10 4 have a maximum class size of 35 and a weighting of 1.
The Roadshows document has weightings of 1.15 for ABET 1 10 3, 1.125 for ABET 4, 1.05 for the
Senior Certificate, and 1.125 for cenificated skills training. Oddly, there is no unweighted baseline 1!

These types of posts are distinguished thus:
Permanent posts (some of which could be Shared posts such as two part-time employees
sharing one full post and some of which would be Part-time). Core staff would need 10 be
permanent,
Fixed-term posts {(which again could be full or part-lime)
Temporary posts (usually pari-time)
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The size of the institutional sites

Varying figures are given in different documents for the normative size of the Community
College institutional components:

Colleges Community Learning Cenlres | Satellites
Small 700 to 1500 FTEs 200 to 350 FTEs 7510 199 FTEs
Medium | 1501 to 2500 FTEs 351 to 500 FTEs
Large 2501 and above FTEs | 551 to 699 FTEs

Note: the glossary {p. 224} to the Drafi poticy has a maximum of 599 FTEs for Community Learning Centres.

These size decisions seem to be based on, first, an attempt to force the Community Colleges
into the mould of the current TVET College system where each major city has a set of
campuses in close proximity to one another (a historical tegacy of the physically separate
institutions for the different so-called races now merged organisationally), so that the
Community Leamning Centres are, mistakenly seen as approximating to these campuses, and
second, by a seeming lack of awareness that few of the existing Community Learning Centres
(the ex PALCs) have large numbers of FTEs.

What is a plausible weighting option is that there should be a baseline figure for any college
(say up to 1500 FTEs) and then a weighting {say from 0.95 to 0.9} on the FTEs greater than

that number.

Weighting of FTEs in a subsidy formula

The arguments for weighting FTEs’ include the following:

. the variable costs of delivery (which may be caused by enrolment size, Community
Learning Centre size, class size, levels of educators, special equipment or materials,
travel to remote sites®, the unpreparedness of disadvantaged learners, etc.)

. a means of prioritising provision of programmes that specifically target the
disadvantaged

Full Time Equivalent (FTE) calculations are usually based on the number of courses/modules/subject
taken by an individual student in a year. For a full time student these courses taken should have a value
of approximately 120 National Qualification Framework credits (where 120 credits is taken as being
1200 notional hours of study which is considered to be the normel workload of a full time student).
Clearly, if Comumunity Colleges do not have a credit system which allocates crediis 1o each cousse,
module or unit of study, then it is very difficult to calculate ETs.

The Past provisioning norms document proposed a size of province weighting that adds a number of

FTEs to a province’s tally (2 FTEs per 500 km?). This supposedly is compensation for travel by staff, It
i$ a very crude mechanism that should be replaced as soon as Community Colleges do actually exist in
every disirict when they could be compensated for being in very large districts as wel] as on the socio-
economic status of the district.
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The Draft Policy has a formula for the allocation of professional posts (i.e. about 60% of the
overall funding) but unfortunately, in the Government Gazette the formula has been cut off
(but one can find it in the Readshows document). The number of posts allocated to a
particular college is calculated by dividing the number of students in a college (weighted
FTEs) by the national number of students (weighted FTEs) divided by the number of posts
available nationally. This part of the formula is fairly mechanical and assumes that the
number of professional posts available nationally has been determined afiter a sound financial
analysis and budgeting process.

Adjustments to the subsidy formula

The most obvious adjustments to the subsidy given per FTE after allowance for normal cost
of delivery and prioritising programmes for the disadvantaged (such as ABE level
programmes) are the following:

. Enrolment targets
. Performance/Qutput
. Special needs

. Disadvantaged geographical areas

. Size of the College

. Lowest reasonable cost (that is, supplies and services do not cost more than the fowest
reasonable cost at which they could be procured on the open market/in the college
system).

Enrolment targets

Some subsidy formulae penalise institutions if they deviate too much from the planned
enrolment targets. In the future it might be good to penalise institutions who deviated more
than 5% either way from their enrolment target.” At present, where the accuracy of enrolment
data is unreliable and the “colleges” are in fact whole provinces of Community Leaming
Centres administered from an Administrative hub, such a practice seems senseless.

The proposals sugpested by Charles Sheppard to deal with enrolment devintion in TVET Colleges
could be made use of in the future for Community Colleges as well:

+  If the enrolments deviate more than 5% from the target, the DHET must adjusi the
enrolment targeis for yearn+1.

*  Ifthe college’s enrolments were more than 5% under the enrolment targets for year n-1
the largets for year n+ 1 must be adjusted down.

+  Depending on the totals for the system, as well as available funding, if a college enrolled
more than a 5% deviation from the target the target could be increased for year n+1.

«  Ifthe system totals and funding do not allow it, the DHET mwust leave the target for year
n+1 as is and the college must manage their enrolments for year n+1 within this arget
range.

»  Ifthere is not adequale, additional funding, over enrolments should not be funded, sinee it
affects the subsidy allocations of other colleges that have managed their enrolments
within the targets.

»  The subsidy alfocation for vear n+1 is thus based on the enrolment target for year n+1,
but the achievement of the enrolment target for year n-| might affect the enrofment target
for year n+l.
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Performance/Output

With due caution, the DHET could consider allocating a portion of the programime subsidy
funding on the basis of the performance/outputs of the College. In the longer term this could
constitute approximately 20% of the allocation, but to ensure financial stability it could be
phased in over a period of time.

A simple way of implementing such an output subsidy is to allocate output weights to various
types of certificates awarded by Colleges based on the programmes credits. All certificates
obtained in year n-1 then gets an output credit weight. The total for the system is calculated
and the portion obtained by each College is calculated. The total amount for output funding is
then divided amongst the Colleges based on their share of the total weighted outputs.

As noted, the percentage of the programme funding set aside for rewarding output could be a
small percentage in the beginning of implementation but it should be increased over time.

As this is a performance related subsidy it should nommally form part of the normal subsidy
allocations, as it is in other systems (such as Higher Education) and should not be an
earmarked grant.

Special needs

Additional weights for special educational needs students should be added, as has been the
practice in the TVET sector (where the weightings range from 2.5 to 5). This should mean
extra funding for special needs students in a particular programme.

However, there are three conditions necessary, first, that the special needs are identified
using rigorous criteria — the students must have some clear disability or difficulty that has a
severe impact on their ability to gain adequately from mainstream education, second that the
weighting must match the actual extra resources required, and, third, that evidence is
provided that special assistance is actually provided to such special needs students and extra
staff are employed.

[nitially it might be necessary to fund special needs students from funds top-sliced from
programme funding before allocations are made to colleges. This should only be a temporary
measure until greater clarity is obtained on the proportion of students who have special
needs.

Disadvantaged geographical areas

In many countries, there is some form of redress in subsidy formulae for either individual
students who come from socio-economically and educationally disadvantaged areas
(educationally disadvantaged students require more student support to be successful) or to
institutions that are based in such disadvantaged areas. In many cases “rural” is the proxy
descriptor of such disadvantage, in others a more nuanced compendium of socio-economic
indicators is used (for example in the United Kingdom there is a Multiple Deprivation Index
linked to each Postal Code in the country).

In the future the DHET should introduce an additional funding weight for rural community
colleges e.g. a 10% additional weight or multiplying their unweighted full-time equivalents

with 1.1. There would probably have to be a weight for semi-rural as well {e.g. 5% additional
unweighted FTEs). There is a need to identify the cost drivers and distance appear to be the
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most important factor. Rurality contributes to additional delivery and travel costs,
accommodation costs, and need for rural allowances for travel and accommeodation costs for
staff, etc. The classification of colleges/ campuses of colleges as urban and rurat is needed to
identify those that qualify for a rural funding weight.

However, currently this is all academic, given that there are no Community Colleges, only
Administrative Hubs serving a whole province of Community Learning Cenitres, and any
disadvantage weighting would have to be done on the relative poverty and deprivation in
each province as a whole.

Dedicating some of the subsidy to Community Colleges that serve particularly socio-
econornically or educationally disadvantaged students should not be affected by those
institutions having students who have received funding (such as NSFAS) because they are
disadvantaged. NSFAS grants pay for ordinary tuition and living/accommodation costs, Such
grants do not cover the additional costs the institution incurs having to provide additional
educational support to under-prepared students.

Size of the College

There could also be a grant of additional funding unifs to an institution based on its size
{based upon evidence of variability in the core costs being affected by the size of the
institution). Again, currently this cannot be implemented because there are no actual
Community Colleges, only provincial sets of Community Leaming Centres.

Lowest reasonable cost

Current funding baseline amounts for TVET programmes are based on the lowest cost per
FTE amongst existing TVET College programmes. This kind of decision assumes that there
is accurate expenditure data and that is no hidden cross subsidisation to or from other TVET
College programmes.

Given, that currently there are only the Administrative hubs, the data on which such a
decision could be made would be based on how much it costs to run a programme (such as
the GETCA or the Senior Certificate) in each province. Presumably such a judgement will
have to be made and then its realism monitored over a aumber of years. However, there is
difficulty in ascertaining the real impact of such things as distance, disadvantage, etc. on the
cost of running programmes.
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A possible pilot subsidy formula for programmes
A future formule could look something like this:

Programme funding = (Number of FTEs x Baseline funding rate per student x Output factor
* Programme cost weighting x College area disadvantage factor)

+ ([average of amongst all FTEs of] Individual Disadvantage
weighting x Number of FTEs x Individual Disadvantage rate per
student)

+ ([average of amongst all FTEs of] Special Needs weighting x
Number of FTEs x Special Needs rate per student)

A current interim formula could look something like this:

Programme funding= (Number of FTEs X Baseline funding rate per student X Programme
cost weighting % Province area disadvantage factor)

+ {[average of amongst all FTEs of] Individual Disadvantage
weighting x Number of FTEs x Individual Disadvantage rate per
student)

+ {[average of amongst all FTEs of] Special Needs weighting x
Number of FTEs x Special Needs rate per student

Earmarked grants for special purposes

Earmarked grants should be allocated as follows:

Infrastructure development should be allocated on a project basis addressing national
priority areas as well as need.

Materials development needs to be done at a national level on a project basis. Clearly there
is an urgent need for quality materials for ABET levels 1 to 4 (leading to the GETCA) and
for the existing Amended Senior Certificate (SC) and the new National Senior certificate for
Adults (NASCA).

Stalf development funds must be allocated on the basis of number of staff that needs training
as well as the cost of training. The decision of the DHET that Higher Certificates are no
longer accepted as a teaching qualification means that many people previously employed as
educators in PALCs, particular in the ABET | to 4 classes, will need to have the
qualifications rapidly upgraded to Diploma level.

Student support services can be allocated on the basis of full-time equivalents of
povernment funded programmes.
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Programme diversification should be allocated on a preject basis to expand the
existing school equivalency fare (that was previously provided by the PALCs) in
partnership with state departments, NGOS, CBOs and skills training bodies.

Funding of specialised and scarce skills programmes in private colleges, NGOs and
CBOs to fill training gaps will have to be done on the basis of need.

Setup funding of new pilot Community Celleges whether for totally new institutions
with new infrastructure or housed in existing state or non-profit sector facilities will need
rigorous costing and the preparation of various setup funding packages.
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