OECD THEMATIC REVIEW OF TERTIARY EDUCATIO N

COUNTRY BACKGROUND REPORT

AUSTRALIA

Department of Education, Scienceand Training
Canberra

April 2007



This report was prepared for the Department of Education, Science and Training (DEST) as an input to the
OECDThematic Review of Tertiary Education. It was prepared in response to guidelines provided by
OECD to all participatingountries. The guidelines encouraged the canvassingregdth of views and

priorities on tertiary education issues. The opinions expressed areaassarily those of DEST, the
OECD or its Member countries.



TABLE OF CONTENTS

LIST OF TABLES AND HGURES........cooiiiiiiitiitiit ettt ettt et e e e et e e e e s snmn e e e e e \Y]
LIST OF ACRONYMS ANDABBREVIATIONS .....ooitiiiieiiiiiiiiiiitieesiesee e e e e e e e e sssneeessnsnsseneeeeeeeesannns \
EXECUTIVE SUMMARY ...otiiiiiiiiiiiitiett it s eeeete et e e e e e s asteaaeae e s s amamsaaaeeaesssnssssaseeeeeesamamtaaeeeeesnnssssnnees IX
1 THE AUSTRALIAN CONTEXT OF TERTIARY EDUCATION ..ottt eeieeee s 1
00 R 11 To 11 o3 1T o PSRRI 1
12 Australian population (size, language, religion and CUlture)............ccuvvvvvieeeeeeeeeeeniniiieee 1
1.3 GOVErNMENt iN AUSIFAIA . ....ceeeiieiieieiiietterer e e e e e e eeeet bbb mnneeeeeeaeeeees 2
1.4 Australian economy and [abomarket..............uuuiiiiiiiiiiccce e 2.
2 OVERALL DESCRIPTIONOF THE AUSTRALIAN TERTIARY EDUCATION SYSTEM......... 4
2200 R | 11 o T U Tod 1T o . |
A (W (o (01 == o IR Toto] o =PSRRI §
2.3 Purposes and goals of higher education in Australia...........c.ccccoevvveeeeiiiiiiiieeeeeeveenn .
2.4  Resposibilities for higher @dUCAtIQN...............uuiiiiiiiiieee e 8.
2.5 Size of the higher education SYSLEIML..........oooii i e e e e e e 9
2.6 Participation in higher @dUCALION...............ooiiiiiiii et eees 11
P22 A S 18 T (=1 o1 [T o= U T R 12
2.8 STUAENT QIVEISITY. ... e ieeee st e e e e e e et e e e e e e e e n e e s bbb e e e e e e eeeeeaaans 13
29 Backing Audtdyt.r.al..a6.s.. Abd. o, 13
2.10 Crossroads Reviewa@ur Uni versities: Backi.ng..Adsgtr al.
211 INSELULIONAI DIVEISITY......eeeiieeeee et e e 15
3 HIGHER EDUCATION AND THE LABOUR MARKET .....ccttiiiiiiiiiiiiieeis e 17
1 0 A [ 11 0 T [T o) o WO PPRRURTSPRR 17
3.2 DALA SOUIES....cettuiiiieeeieeetit s eeee s s e e e e e e ettt s e e e et amaaeeeeeeeeetas s e e eaeeeesbbmmme e e seba s eeeeeeeennsnn s amnns 18
3.3 The graduate labour market 198805..............oooiiiiiiii e 18
3.4 Labour market variations and education in relation to employment out@rde=arnings......19
3.5 Field of education Variations...............ooviiiiiiiieeeee s eeeeeeeeeeennne e e as 20
3.6 Impact of international [abour Markets............c..uviiiiiiiieen e 20
3.7 The response of higher education iNSHtUtIANS............uvviiiiiiiiie e, 21
3.8 National policy reSpoNSes and PriOMtIES........cceiiiiiiuiirieeeiiiee et e e e e eeenr e e e e e 21
4 THE REGIONAL ROLE OFHIGHER EDUCATION. ... oottt eeeee et aeeea 23
o R = T Tod (o | o 10 [ o 23
4.2 Regional universities and regional CAamMPUSES............ooiiiiiiiiceeii e 23
4.3 Initiatives to support regional provision of higher education.............cccccevivicccevevreeeereeennenn. 24
4.4  Higher education and regional developmEnL...........ooiiiiiiieeeiiiiiiie e 26
A5 EMEIQING ISSUBS. ..ot i i i it e e mmme e e e e et e e et e e e e e et e e e e e e e anana e e e e e e e e aas 27
5 THE ROLE OF HIGHER BUCATION IN RESEARCHAND INNOVATION ......cccooeveiiiiieeeen, 28
Lo 700 R {11 0 T VT3 1T o 28
5.2 The teaching research balanCe............coooo i e e eeeeas 28



5.3 Major sources Of research fUNAING...........coooiiiiiiimmmiii e 29
5.4 Current research funding allocation mechaniSMS.........cccooviiiiiiicccriieeveeeeeeeeeee e 29
5.5 Establishing National Research Priorities...........ccoouiiiiimmmiiiieeeece e 31
5.6 Assessing the quality and effectiveness of researchi.............coo oo 32
5.7 Changes inresearch funding and efforL..............cco e, 36
5.8 Polides and methods to stimulate research competition................oooiececvvievveeeveeevveeeiies 37
5.9 Stimulating ceoperation between higher education and iNAUSLIY...........ccccoviiiieniiiiinnee. 38
5.10 Collaboration between universities and publicly funded research agencies................ 39
5.11 The role of higher education in innovation and knowledge transfer...................ccecc..... 39
5.12 Science and Technology Polityaking Framework.............cccoiiiiiiieeeiiiieeeeee 40
5.13 National legal framEWOTK............cooiiiiiiiii e 42
6 ACHIEVING EQUITY IN AND THROUGH HIGHER EDUCATION........cccciiiiiiiieee oo 44
L0 A [ 11 0T [T 1o ] U PPPPPPPR SRR 44
6.2 National policy for equity in higher education 198@05..............ccooeeiiiiiiiiimmiiiiieiieeeee e 44
6.3 The participation of equity target GrOUDS ... ...uuuuuuriiiiiimr e e e e e e eeees e 46
6.4 Higher Education EqUity Programmes.........ccccceceeiiiiiiccieeeeeeeeeeeeeeeeeeeessesseessssnnn e e 48
6.5  FINANCING STUAENLS......cciiiiiiiiiiii et ert e e e e e e e emmt e e e e e e e ee s 51
6.6 ONQOING ISSUEBS.......uuiiiiiiiiiieee e et s amee e e e sttt ettt e e e e e s e s ammee s s e s bbb e e e e et e e e e e e s s s amnes s e nbbbn e e e e eeeeeesaanns K2
7 RESOURCING THE HIGHR EDUCATION SYSTEM......ccutiiiiiiiiiiiiiiiieesiiieeeee e 53
2% R {11 0 T ¥ T3 1T o PSRRI 53
A - PO 53
7.3 INSHEULIONAI FEVENUE. ..ottt ettt e e e e et e e e e e s smme e e e e e e nnnbrreeees 55
A O Vo] = | I o0 1= £ 61
7.5 Student living costs and inCidental EXPENSES...........uuiiiiiiiiiicce e eeee e 62
7.6 Treament of expenditure on higher education for taxation purposes...........c.ccoeeeeeecvvvnnnns 63
7.7 Mechanisms used to allocate Government fUNAS............cueveiiiiicco i reee e 63
7.8 Changs in the method and balance of financing for higher education over the last 10.ye@%s
7.9 Problems and pressures in funding higher eduCation.............ccoovieerriiiiiiieeeeee e | 66
8 PLANNING, GOVERNINGAND REGULATING THE SYSTEM ......uvviiiiiiiiiiiiiiiieeeiiiieeen 69
S 700 R [ 11 0 T VT3 1T o S 69
8.2 Decisionmaking reSPONSIDIlITIES. .......cooiiiiiiiiiiii et 69
8.3 Government funded initiatives to influence planning..............cc.ooo i e 71
8.4 Role of professional and industry asSOCIAtIONS..........ccoeveiiii i iereeeeeeeeeeeeeee e e 76
8.5 ROl Of DUSINESS/INUUSTIIY. ....ciiiiiiiiiiiiiie ettt e e emmr e e e e e e 76
8.6 SYSIEM IINKAGES .....eeiiiiiiiiiiiiittteee e eeer et e e e e e s s e e eneer e e e e e e e e e e e nnnrenees 77
9 ASSURING AND IMPRQVING THE QUALITY OF HIGHER EDUCATION.........ccccvvviveennn. 82
LS N = - Tt (o [ 1011 ] o o IR OO PP PPPPPPPPPPPPRTNt 82
9.2 The National Protocols for Higher Education Approval ProCesses...........cccccvvvvieeeveeeeenn. 82
9.3 The current systempartners in quality aSSUIANCE...............oeviiiiiiieeeiiiiieeee e 83
9.4 The Australian Qualifications FrameWOrK...........ccoviuiiuiiiiiceeiiiin e e eeeer e e e e 84
9.5 The Australian Universities QUality AQENCY..........uuuuriiiiieeiiiiee et seeee e 84
9.6 The role of universities and higher education providers............cooooeeiiicccieeeeeeeeeeieeeeeeeieeen 84
9.7 State and Territory GOVEINMENLS.........ccuuuiii e e eeiierer e e e e eecttes s e e e e e e e essmmmees e e eeeeeeennnnn s omnd 85
9.8 Commonwealth responsibility for quality aSSUranCe.............ccoeeiiiiiccenniiniiiiiiieeee e 85
9.9 QUAIILY TrENTUS. ....eeeeeeeie et e e ettt e eeea ettt e e e e e e e s s bbb s menas b b e e e e e e e e e e e e ennnneeeeeas 89
10 INTERNATIONALISATION AND GLOBALISATION OF HIGHER EDUCATION................. 20



10.1 Y010 [UTox 110 ] o T Q0

10.2 Internationalisation of higher education in Austrélian overview..................ccco oo oo, 90
10.3 Promotiy Australiads diverse education and
[0}V (Y BT KR LA T=1 8 L) ST TP 93
10.4 Safeguarding educational quality and the reputation of Australian qualifications........ 95
10.5 Study Abroad and other efforts to internationalise the student learning experience....97
11 CON CLUSIONS .ot e ettt et et e et raeee e e e e e e e e e e eenns a8
11.1 Y010 [UTox 110 ] o T a8
11.2 R 1 =3 T |1 U PPUSEPRURPPPPPP 98
11.3 CAIIBNGES. ...ttt e e e e e e n e e e e e e e e Q9
11.4 EMEIQING ISSUBS .....ceiiiiiiieiii i eee et e ens e e e e e e e s e enenr e e e e e e e e e e s e ane 99
L o N[ T 101
(IO 11 TN = TP 109
HIGHER EDUCATION LEGQSLATION ... oottt e e e e e e e e 119

rese



LIST OF TABLES AND F IGURES

Table 2.1:  AQF qualification by sector of accreditatiQn...................oooiieeeiiiiciiiiicce e, 5
Table 2.5:  Participation rates for domestic students age@4lyears by State, 1996 to 2005.......11
Table 2.6:  Eligible applications, o#frs and acceptances, 2001 to 2006..............cceeeeeveeccivrnnnnnns 12
Table 7.1:  Revenue by source for publicly funded higher education providers,.2005............... 56
Table7.2: Australian Government grants for publicly funded higher education providers,.20058
Table 7.3:  Student contribution bands and ranges for 2007.............ooocciiiemmiiiiiiieeeeee e 58
Table 7.4:  Income thresholds and repayment rates, ZWG...........eeeereeeeiiriiiimmriiiiiiereeeeeee e eeaees 59

Table 7.5:  Higher education revenue by source for publicly funded higher education provider§12005

Table 8.1:  Domesticstudents commencing a course at bachelor level or below by State with TAFE as

basis for admission to current course 2005................ocoeueueeeeeeeeieee e 79
Figure 1.1: Remoteness of areas Of AUSIIAlI@..........cooiiiiiiiiimmeriii e 2
Figure 1.2: GDP and GDP per capita growth, 1995 t0 2005...........cuuuuiiiicneeeiieeieeeeeeeeeeeeeeee e 3
Figure 2.1: Enrolments for domestic, overseas and all students, 1992 t0.2005.............cccvveeen.. 10
Figure 2.2:  Enrolments for domestic, overseas and all students, 1992 t0.2005..............ccccceuee. 10
Figure 2.3:  Participation rate for domestic students age@4 years, 1996 to 2005...........ccccceenne. 11
Figure 6.1: The Australian INNOVAtION SYSTB.........uuuuiiiiiiiiiiiiiime e eres e e 41
Figure 7.1:  Student and academic staff numbiets 2005 .................ccoevevrveeeereeeeeeeeen e, 54
Figure 7.2:  Sources of revenue for publicly funded highdueation providers, 2005..................... 57

Figure 7.3: Higher education revenue by source for publicly funded providers, 1994 ta.2004..66
Figure7.4:  Share of higher education revenue by source, 1994 t0.2004...........cocevvvveeeeeeeeeennnnn. 67
Figure 9.1: Level of satisfaction with course, bachelor degrees, 1995 t0.2005..............ccceveeueee. 88
Figure 10.1: Overseas students equivalent-ithe student units (EFTSU) and overseas student EFTSU



ABS
ACER
ACT
AEI
AIMS
ANSTO
ANTA
AQF
ARC
ATN
AUQA
AVCC
BAA
BAF
BCA
BERD
B-HERT
BIHECC
BOTPLS
CDP
CASR
CEQ
CGS
CLS
COMET
CRC
CRICOS
CSHE
CSIRO
DCO

LIST OF ACRONYMS AND ABBREVIATIONS

Australian Bureau of Statistics

Australian Council for Educational Research

Australian Capital Teitory

Australian Education International

Australian Institute of Marine Science

Australian Nuclear Science and Technology Organisation
Australian National Training Authority

Australian Qualifications Framework

Australian Resaah Council

Australian Technology Network

Australian Universities Quality Agency

AustralianViceChancel | orsd6 Committee
Backing Australiads Ability
Our UniversitesBac ki ng Australiabs Future

Business Council of Australia

Business Expenditure on Research and Development
BusinessaandHigher Education Round Table

Business, IndustrgndHigher Education Collaboration Council
Bridging for the Overseas Trained Professionals Loan Scheme
Capital Developmer®rogramme

Collaboration and Structural Reform Fund

Course Experience Questionnaire

Commonwealth Grant Scheme

Commonwealth Learning Scholarship

Commercialising Emerging Technologies

Co-operative Research Centre

Commonwealt Register of Institutions and Courses for Overseas Students
Centre for Studies in Higher Education

Commonwealth Scientific and Industrial Research Organisation

Disability Coordination Officer



DEET Department of Employment, Education andifimg
DEST Department of Education, Science and Training
DETYA Department of Education, Training and Youth Affairs

DEWR Department of Employment and Workplace Relations
DFAT Department of Foreign Affairs and Trade

DIAC Department of Immigration arditizenship

DSP Disability Support Program

DSTO Defence Science and Technology Organisation

EAG Expert Advisory Group

EFTSL Equivalent FullTime Student Load

EFTSU Equivalent FullTime Student Unit

ESOS Education Services for Overseas Students

ESP Equity SupparProgram

GCA Graduate Careers Australia (formerly Graduate Careers Council of Australia)
GCCA Graduate Careers Council of Australia (now Graduate Careers Australia)
GDP Gross Domestic Product

GDS Graduate Destination Survey

HDR Higher Degree by Research

HECS Higher Education Contribution Scheme

HEEP Higher Education Equity Program

HEIMS Higher Education Information Management System
HELP Higher Education Loan Prograne

HERD Higher Education Expenditure on Research and Development
HESA Higher Education Supmpt Act 2003

HEWRR Higher Education Workplace Relations Requirements
IAF Institution Assessment Framework

ICT Information and Communications Technology

IGS Institutional Grants Scheme

IHEAC Indigenous Higher Education Advisory Council

IP Intellectual Propety

IRU Innovative Research Universities

ISP Indigenous Support Programme

IT Information Technology

ITI Interstate Transfer Index

JCHE Joint Committee on Higher Education

vi



LTPF
MCEETYA
MNRF
NATSEM
NBEET
NCGP
NCRIS
NESB
NGU
NHMRC
NISI
NRP
NSW
NT
OECD
OLDPS
PELS
PFRA
PREQ
Qld
R&D
RDLO
RIBG
RMIT
RPS
RQF
RRTMR
RTO
RTS
SA
SES
Sl

SLE
TAFE

Tas

Learning & Teaching Performance Fund

Ministerial Council on Education,r&ployment, Training and Youth Affairs

Major National Research Facilities

National Centre for Social and Economic Modelling
National Board of Employment, Education and Training
National Competitive Grants Program

National Colaborative Research Infrastructure Strategy
Non-English Speaking Background

New Generation Universities

National Health and Medical Research Council
National Industry Skills Initiative

National Research Priorities

New South Walg

Northern Territory

Organisation for Economic Gaoperation and Development
Open Learning Deferred Payment Scheme
Postgraduate Education Loan Scheme

Publicly Funded Research Agency

Postgraduate Research Experience Questionnaire
Queensland

Research and Development

Regional Disability Liaison Officer

Research Infrastructure Block Grants

Royal Melbourne Institute of Technology

Regional Protection Scheme

Research Quality Framework

Research ahResearch Training Management Report
Registered Training Organisation

Research Training Scheme

South Australia

SocicEconomic Status

Systemic Infrastructure Initiative

Student Learning Entitlement

Technical and Further Edation

Tasmania

Vii



UK United Kingdom

UMAP University Mobility in Asia and the Pacific

UNSW University of New South Wales

USA United States of America

VET Vocational Education and Trainirfgreviouslyvocational and technical
education [VTE])

Vic Victoria

WA Western Australia

WPP Workplace Productivity Programme

viii



EXECUTIVE SUMMARY

1. This report provides an overview of the Australian higher education system for the purposes of the
OECD Thematic Review of Tertiary Educatitins a summary of the currentghier educatiosystemn
Australia as welbspast presentaind futuretrends The focus of the report is confined to higher education
as it is defined within AustraligAlthough some qualifications considered to fall within dedinition of

higher eduction are offered by thgocational education and trainisgctor, this sector will not libe

focus ofthe studyHigher education forms a relatively discrete system or settustralig although
pathways between sectors are encouraged and there arelsahsector institutionslowever, higher
educatioris considered to be distinct frotime vocational education and trainisgctorand so forms a

logical focus for this reparMore discussion of the scope of this report is at Section 2.2, however, it is
important to note that it does not cover institutions withinviEational education and trainisgctor

which may offer higher level qualifications and international comparigdns 6t er t i mayy 6 educ a
thereforebe misleadingFor information on th@ocational education and trainisgctor see theAnnual
National Report of the Australian Vocational and Technical Education Systen{2B83, 2005f):

2. With regardto discussions on funding of higher educaiimAustraliait is also important to notéat

the Australian Government payment of student contributions is treated differently in different contexts.
The OECD classifies sudtigher Education Loan ProgrammeELP) advances on behalf of students as
subsidies to households, and the correspormliygnents to institutions as private. In identifying its total
expenditure on higher education in each year, the Australian Government includes these contributions, and
identifies repayments separatéowever, this does not reflect the total amount o$thalian Government
financial support for higher education as it does not take account of costs inherent in the loans schemes,
including the provision for debt not expected to be repaid due to the irmmmtiagent repayment
arrangements, debt writdf, the bonus for voluntary repayment of a loan and the implicit subsidy

involved in debts being indexed to inflation but otlise interest freerhere needs to be caution,

therefore, in comparing funding of higher education in the Australian context withftbner OECD
countries.

3. An Australian higher education institution is classified as either a:
1 university
1 selfaccreditinghigher educatioprovider, or
1 non selfaccreditinghigher educatioprovider.

A self-accrediting higher educatianstitution is an institution authorised by government to accredit its
own awardg it is either a university (a bodystablished as a university, or recognised as a university, by
or under a law of the Australian Government, a State, the Australian Capital Veoritbe Northern
Territory, and meets nationally agreed criteria for a universitiypself-accrediting higher education
provider (abody,other than a university, whose name is included in the Australian Qualifications

! Available at
http://www.dest.gov.au/sectors/training_skills/publications_resources/profiles/Annual_National _Report_Australian_
VTESystem2005.htm
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Framework Register as the nameadfigher education institution empowered to issue its own
gualification3.

A non selfaccrediting higher education provider:
1 is recognised under relevant State or Territory legislation,
T isincluded in the list of Non Seklccrediting Higher Education #titutions contained in the
Australian Qualifications Framework Register, and
{ offers at least one course of study that is accredited as a higher education award.

4. Australia is aiversecountry with arobusteconomy Despite its large geographical sizeydralia has
arelativelysmall population that isighly urbanised andoncentratedh certain regions afhe country

mainly the eastern seaboafdhe low populatomd ensi ty acr oss mucHhHeadsfo Austr a
particular issues in maintainingqyision ofthe full range of services, includitigher educatiorto

regional,rural and isolated communities

5. Since 1996, participatioratesin higher education of the population aged2t7has grown steadily to

the year 2000 and has remained stablr@und 19 students per 100 of the population from 2001 onwards
to 2005 There are significant variations in the participationgataong and within Stas@nd Territories,
largely arising fromhistorical anddemographidifferences

6. TheAustralianhigher education system comprises:
1 39 universities of which 37 are public institutions and 2 are private;
9 1 Australian branch of an overseas university;
91 4 other seHaccrediting higher education institutiorsid

1 nonself-accrediting higher education provigeaccredited by State and Territory authorities,
numbering more than 150 as listed on SaadTerritory registersThese include several that are
registered in more than one StatedTerritory.

7. The Australian Qualifications Framework (AQF) providesdtiptors for qualifications accredited
through the higher education sector, as well as those accreditedvng#ttienal education and training
sector and the schools sectll accredited higher education providers are listed on the AQF register.

8. Decisiorrmaking, regulation and governance for higher education are shared among the Australian
Government, the StandTerritory Governments and the institutions themseldmiversities are self
accrediting, generally established through SaaidTerritory legislaton, and receivehe vast majority of
their public funding from the Australian Government throughHlgher Education Support Act 2003

9. Interms of student enrolments, the system is dominated by the public unive@sitesh in the
private setor has been relatively recent and inclusion of the full range of providersantwdinated
policy framework andlata collectiorsystem is still in progress

10. Higher education enrolments have grown significantly in the past two decades, althoudhsh the

decade much of this growth has been the result of enrolment®i#enseastudentsUndergraduate
taxpayersupported places (now called Commonwealth supported places) increa$8d bgttveen 1996

and 2005There were 957,176 students enrolled iA2@&n increase of 1.3% from 2004. The students
represented the equivalent of 674,092-fule students and comprised 75% domestic and 25% overseas
students. Postgraduate students comprised 28%. Management and Commerce was the most popular field of



educaion in 2005 with 29% of all students and Society and Culture was the next most popular with 22% of
all students. Health had 11% of student enrolmenite latest full year data on actual enrolments is 2005.

In terms of the number of undergraduate Commaeatthvesupported places for which funding is provided,
there has been an increase of arourtd b&tween 1995 and 2007.

11.In March 2002, the Australian Government commenced a major review of higher education entitled

Higher Education at the Crossroadsich canprised an extensive consultative procafsdiscussion

papers, submissions, forums and an advisory ginong the drivers for the review were concerns about
funding pressures and the need for growth of the higher education $betoeview culminateth a new

policy entittedOur Uni ver siti es: Beleaded imMay 2003sntwhich ithe AudtraliarF u t u r
Government announcednumber of significant new initiatives and directiaignificantfunding and

additional Commonwealth supportstiden places The new policy was associated with a range of

reforms targeted at improving aspects of higher education identified in the réhiettigher Education

Support Act 2003 (HESAhtroduced at the end of 20Q®ovidesthe legislative framework fahe

reforms

12. Additional funding anouncedvithOur Uni ver si ti es: BamaouktedndgbllAu st r al
billion overtenyears Initiatives associated with the package include: new Government supported student
places; increases in the CommonwealthriScheme contingent on institutions meeting criteria
associated with the National Governance Protocols and the Higher Education Workplace Reform
Requirements; a regional loading for campuses teaching students remote from metropolitan areas;
expansion othe student loans schernmeundergraduate fegaying studentand eligible students at private
providers new student support scholarships; additional funds for equity pragganmtroduction of

Student Learning Entitlements to cover the duration of ae@wrentsupported place for up to seven years
with some provision for extension in certain circumstanaagw Collaboration and Structural Reform
Fund;national priority areas in nursing and education; a new Learning and Teaching Performance Fund,;
and anew institute to support teaching and learnifig a result of legislative changes associated with the
package, institutions may increase the number of undergradugtayieg domestic students 35% of

any course except for medicine which is 2&#46 sestudent fees within a range of up to 25% above the
rate set by the Higher Education Contribution Scheme (HECS)

13.Australiads university grla200682%c0fgraduateseailable fgrh e mp |
employmentvere in fulltime employmetwithin four months of completing their degreBew graduates

earned a median starting salary 048800 in 2005 up from A$37,000 in 2003 here are skills shortages

in some areaand these are addressed by a combination of targeted immigration amcbithection of

new Governmergupportedstudent places itargeted areas of skills shortage suchwasingand

education.

14 Australiads universities conAustbruali 9% R&EDtOX B¢
the higher education sector gréy 5% per annum in real terms over the period 1992 to 2002, which was
relatively high by OECD standardBargeted policy and progranesof research funding and support have

been a contributing factaPerformancéased funding in support of research eggkarch training has

been in place for over a decadhis has been accompanied by prograsthat support research

infrastructure and collaboration with indust®y/current focus of the Australian Government is the

development of a Research Quality Framek whichwill provide a greater focus on supporting research

of high quality and impact in Australian universities

155The Australi 8ac&ownwgr Mme mpiogadninewnas sitrodubeid In ROOKing a
whole-of-Government approadb promotesciencetechnologyand innovationThe packagevas
associated with funding of A$3 billion over the five years 20R1o 200506, anda further packageas
released in 2004 with funding of A$5.3 billion over seven yefatarge proportiorof these fundélowed

Xi



to the higher education system to support such initiatives as expanded competitive research grants
schemes, infrastructure, centres of excellenoew student places in science and technolagy,
progranmesto increase theommercialisation of RR.

16. There has been a strong and sustained focus on equity and access in higher education within Australia
that involves monitoringnd supportinghe access, participation, success and retention of identified equity
groups The equity groups so idéfied are: people from socieconomically disadvantaged backgrounds;
Aboriginal and Torres Strait Islander peogepple suffering disadvantage because of gepaeple with
disabilities; people from ne&nglish speaking backgrounds; and people froral framd isolated areas

Generally participation in higher education by equity groups has remained relatively. $i4iile access

for those with a disability rose in 2005, access for other target groups declined mardtnelilpinary

student data for hfirst half of 2006 shows that the number of Indigenous students grew by 7% from

7,000 in the first half of 2005 to 7,500 in the first half of 2006.

17. The new Commonwealth Learning Scholarslippgrammes aimed at supportingpe education costs
of studets from theidentified equity groupsFor students who must move away from home to attend
higher educatiorsome of these scholarships also provide suppoadoommodatiomosts In addition to
scholarship support for studentise Australian Governmenlirectsfunds to institutionsso that they can
provide a ange of supposervices andhitiativesfor students from equity groups recent years, there
have been moves to focus this funding more specifically on the target groups and to make it more
coningent on performance outcomes

18. Higher education staff numbers have grown over the last decade, albeit at a slower rate than student
numbers have grown, resulting in increased student/staff ratios although these now appear to have
stabilised. In 2005, stiaemployed in the higher education sector under atiiuk or fractional fulltime

contract totalled 90,407, a 15% increase since 1996. There are concerns about the age profile of academics,
with a large turrover of academic staff predicted within thexhfive years

19.1n 2005, the Australian Government providadthe form of grants and other paymer{$7.8 billion

or 56.4% of higher education providers total income (includes HEEIS? funding- 11.8% and FEE

HELP funding- 2.1%) with state and localdvernments contributing a further 1.7% of higher education
provider®total income. These proportions vary significantly across different institutibms.overall

reliance by institutions on Australian Government funding has decreased over the pastAlecad

important contribution to this trend has been overseas student fees which comprise an average of 15% of
the income of publicly funded higher education providers, although again this varies widely among
different institutions. Australian Governmenfgts are supplemented by income from students in the form

of student contributions (in the case of Commonwealth supported stiigmetsously known as HEGS

liable students) or tuition fees (in the case of fullpeging students). Students may pay fait tuition

costs up front, by paying their institution directly, or eligible students may defer their contribution by

taking out a Higher Education Loans Prognae{HELP) loan. Where a student takes out a HELP loan, the
Australian Government pays thedte nt 6 s contri buti on amount on behal
becomes liable to repay the loan to the Government. Repayments are made through the tax system when
the studentds i ncoA#3814Xim200&260Y) a certain | evel

20. The largest singl programme of Government funding is the Commonwealth Grant Scheme (CGS)
which provided A$3L billion to higher education providers in 20@5nder the CGS, the Australian
Government provides a contribution towards the cost of teaching units ofist@dyernment suppoed
student placem a broad range of discipline areas which are grouped.thiending clusters and two
national priority areas (education and nursitiggch higher education provider receiving CGS funding
enters into a funding agreemeritiwthe Australian Governmerfunding agreements allow the
Government, in negotiation with the providers, to set targets for Commonwealth supported places by
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overall numbers as well as within discipline funding clustEne national priorities areas calso be

reviewed to target additional places and student suppeardsareas of national significanderom 2004,

in recognition of the additional costs incurred by providers in regional areas, a regional loading has been
paid to support student placascampuses more distant from the metropolitan areas

21. Institutions have a high level of autonomy in terms of institutional directions and priorities including
curriculum, course profile, staffing, internal allocation of resources and capitghproes However the
Australian Governmeritas a strong influence as the largest single source of funding and through its policy
and accountability frameworSeveral initiatives introduced throu@hur Universities: Backing

Austr al i aepaformacebasedeprogrameswhich aim to improve outcomes through
influencing the way in which institutions set priorities and opefatene of these initiativasake
additionalfundingcontingent on meetingertain criteria, thus providing a strong@mtive toinstitutions to
make the required changdse introduction of the Institution Assessment Framework (IAF) in 2004 has
been an important platform for the changed accountability environment associated Withi the

Uni versities: B a cré&farnms gnd /& aisdd atalévelopingsa stitedic bilateral
engagement between the Government and each individual proMgese annual discussions and analysis
of performance across the full range of institutional activity focus on accountability, planmiogmes,
guality and compliance with legal obligations

22. As with other aspects of higher education, there are shared responsibilities for quality asEheance
Australian Qualifications Framewarthe Australian Universities Quality Agenapnd theNational

Protocols for Higher Education Approval Procespésy a key role at the national levéhe Australian
Qualifications Framework provides a standard set of qualifications accredited in each sector and also
maintains a register of approved providdiise Australian Universities Quality Agency (AUQA) audits
institutions on a fiveyear cycle againg a ¢ h i n swnigaals and gravifes a public report on its
findings The National Protocalfor Higher Education Approval Processest out processesd criteria

for approval to operate as a universityaen nonselfaccredited higher education provider in Australia
The ter m 6legallyprotected iartd geftaini criteria must be met before gaining approval to
operate as a universipruset he t er m O uni v er sNorsglféaccieditinganstibutions ne s s n
must seek permission from Stated Territory Governments to offer higher education awafd$QA

audits these StasndTerritory agencies responsible for approving-seifaccredgting higher education
providers

23.The Australian Government, in addition to its funding and policy role, provides a range of resources

and data sets to higher education providers to assist them in their quality assurance and benchmarking and
to monitor qulity at the sector levehll indicators of quality are trending positively in spite of the

continuing growth of the sectorfo increase the focus on learning and teachim@ystudent outcomethe

Qur Universities: Beforns inclided thelirgroducioh of thé Learrfing and r e
Teaching Performance Fundghich will allocate an additional $250 million over three years to institutions
judged as demonstrating excellence in undergraduate teaching across a range of performance indicators.
Thepackage also announced the establishment of the Carrick Institute for Learning and Teaching which
will conduct a number of programesand projects to support the enhancement of learning and teaching in
Australian higher education

24.There has been a sificant increase in enrolments of overseas students in the Australian higher
education system over the past decade from around 39,000 equivalamdidtudent load (EFTSL) in

1995 to over 172,000 EFTSL in 2005. Overseas students comprise 26% of ktadextross all higher
education institutions, varying from a high of 60% to a low of 4% in individual institutions. Although the
majority (80%) of overseas students come from the Asian region, a wide range of countries is represented
among the overseasudent enrolments. In 2005, nearly 64,000 overseas students enrolled in Australian
universities were studying offshore, representing 27% of the total overseas students and more than double
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the number enrolled offshore in 2000. A small number of Australwrersities have established branch
campuses in overseas countries. There have been concerns about the reliance of some providers on
overseas student enrolments as there has been some recent flattening of demand. The expansion of offshore
involvement haed to the need for the quality assurance strategy to extend to offshore provision. When
conducting its audits, AUQA has increased its focus on these operations. Research collaboration,
international benchmarking, institutional linkages and partnerghipgranmesof visitors and

fellowships, student exchange progragsand internationalisation of the curriculum are other significant

aspects of the internationalisation strategies of Australian higher education

25. Over the next few years, implementatior®féi r Uni ver si ti es: Bndll continueg Au st

and there will be a need to evaluate its effectiveness as well as respond to new issues thatevise
of theHigher Education Support Act 2008s announced in 2006.
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1 THE AUSTRALIAN CONTEXT OF TERTIARY ED UCATION

1.1 Introduction

12

1. This Chapter provides an outline of the broad political, demographic, economic, social and
cultural characteristics of Australia, particularly those that provide a context for tertiary education in
Australia

Australian population (size,language religion andculture)

2. Australia has a population of ZOmillion people spanning across a vast landmass covering
7,686,850 km2, comparable to the contiguous United Statmerica A population density of
around2.5 people per square kilometre places Australia alongside Canada and Iceland as the least
densely populated OECD nations

3. The core ethnic groups represented in Australia comprise European (92%), Asian (6%) and
Indigenous (2%)In terms of foreigrborn pesons, Australia is ranked second highest of all OECD
countries with 2% (OECD, 2005)In 2001, the highest proportions of Australians born overseas
were from the United Kingdom, New Zealand, Italy, Vietnam and Chitlathe remainder coming
from around R0 different countries of birth, highlighting the diverse nature of the Australian
population(ABS, 2001a; DFAT, 2003A further 19% of Australianshad one or both parents born
overseas.

4. Most of Australi@s population is concentrated in urban areas,qaatily on the South East and

East Coast, and to a lesser extent, in the South West of the continent, with the majority of Australians
living in the capital cities of the States and Territariésst distances separate many pockets of
population in rural geas In contrast, the most densely populated 1% of the continent contains around
84% of the populatiofsee Figure 1.1).

5. The national population growth rate during the 12 motulisine 2005vas slightly more than

1%. This was the same as the wds@stimated population growth rate during the 12 months ended
June 2005For the year ended 30 June 200&t overseas migration (1000 persons) contributed
46% to Australié population growth (ABS, 20@h

6. English, the official language, was the only languagoken at home by 79% of the population
2001, a decrease from 81% in 1998f those people who spoke a language other than English at
home, the highest proportions were Chineseddb2ltalian at 1.9% and Greek at 1.4% (ABS,
2001Db).

7. The composition foreligious faiths in Australids: Catholic (26%), Anglican (B26), other
Christian (2%), Buddhist 2%), Muslim (1.5%), Other (1%), Unspecified3¢s) and None (15%)
(ABS, 2001a).

8. Interms of longevity, Australians are among the most-loregl of OECD merher populations
Australia was ranked sixth in the OECD for female life expectancy at BBte@rs) andourthin
the OECD for male life expectancygqyears) (ABS2006.

9. In common with many other developed countries, Australia is experiencing a @gmicghift
towards an older population, with more retirees and fewer people of working@gever, following

1



successive annual declines in the 1h890s most recent data shows fertility rates are Hl gear
high (ABS, 200%).

Figure 1.1: Remoteness of areas of Australia

Source: ABRwustralian Demographic Statisti@d05 310.0
1.3 Governmentin Australia

10. Australia has a federal system of government with power and responsibilities shared between the
Australian Commonwealthand StatendTerritory Governmentslhe establishment of a federation

in 1901 came over a century after initial EuropsettlementThere are six State Governments (New
South Wales, Queensland, South Australia, Tasmania, Victoria and Western Australia) and two
Territory Governments (the Australian Capital Territory and the Northern Terrifidrg)powers of

the Australiarand StatendTerritory Governments are determined by the Australian Constitution and
each level of government has different areas of responsitilitger the Constitution, the

Commonwealth is granted specified pow&tte Governments have those povwarsspecified by

the Constitution (residual powergjustraliads two selfgoverning Territories have political systems
similar to those of the States

11. There is also an additional tier of government, local government, which is established and
regulated byState and Territory parliamen#sustralia has about 750 local government countite
functions of these councils vary but in general include responsibility for town planning, roads, streets
and bridges, waste and sanitation services and comnamdtgcreation facilities.

1.4 Australian economy andlabour market

12. With a comparative advantage in primary products, the majority of Augtrabg@ort market is
reliant on mining and agricultur@&s shown in Figure 1.2he Australian economimeasured by
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GDP) is growing at an average df6. This isone of the highest growth rates among OECD countries
in the last decad@ECD, 2005) ensuring a relatively stable inflation rate308% in 20@%. New

South Wales generates around 35% of AustimlzrossDomesticProduct (GDP), while Victoria
generates 26% and Queensland 17% (Economist, 2004).

Figure 1.2: GDP and GDP per capita growth, 1995 to 2005
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13. The size of the Australlabour force is around 10.5 million and almbatf of Australias
workforce has university, trade or diploma qualificatiDEAT, 2003).

14. Over the last 10 yearthe unemployment rate has declined from 9%.5846, reachinga 30-year
low in February2007. Almost 12% of persons under the age of 25 weremployed in 2004, which
is relatively consistent with the OECD average of 13(882CD, 2005)

15. With a workforce participation rate of 64%, the Australian economy is dominated by its services
sector (B% of civilian employment)recording one of the higist proportions of serviesriented
economies in all OECD countri€Bhe largest service industry is finance, property and business
services (which contribute aroun8% of GDP). Since 1994 the proportion of civilian employment in
agricultural, fishing, ming and industry sectors has declingtiichis consistent with trends across

the total of all OECD countrig©ECD, 2005)

16. Female participation in the workforce has increased frg¥h & 1994 to 8% in 2004, a 16%
increase over the last decade.

17. School atendance is compulsory throughout Australia between the agetbofdars (16 years in
South Australia and Tasmani#) 2003 62% of Australians in the 264 age range had an upper
secondary or higher qualificatioBighteen OECD nations had a higherdieaf educational

attainment andacross the OECD as a whole, sorfgetof 2564 year olds had an upper secondary or
higher level qualificatiofABS, 20@). There are quite significant variations in educational attainment
across and within the StatasdTerritories, reflecting differences in soegronomic status and
demographyEducational attainment is lower in regional and more remote.areas

18. Australian enrolment in tertiary education has increased by mor@abetween 1995 and
20@. Australia has amof the highest tertiary graduation rates in OECD countries, higher than that of
Japan and the United Kingddi@ECD, 20®).



2.1

2.2

2 OVERALL DESCRIPTION OF THE AUSTRALIAN TERTIARY EDUCATION
SYSTEM

Introduction

19. This Chapter provides an overview of the Aakan tertiary education system in terms of its
definition, purposes, scope and key policy directidden describing or differentiating educational
sectors in Australia, the term most commonly used for this sectugrer educatiodrather than

dertiary educatiofalthough, as will be seen below, some of the qualifications that are defined as
tertiary level by the OECD are delivered by both the higher education sector andadtienal

education and trainingector within AustraliaBecause the focusf this report is on systetavel

policy and developments and because higher education forms a discrete sector or system within
Australia, the term higher education rather than tertiary education will be used and the report will be
confined largely to desibing policies, trends and developments within the higher education.sector

Structure and scope

20. Australiads education system has three main seétsmhooling,vocational education and training
(VET) andhigher educationAdult and communityducation forms a fourth, less wekfined sector
that has minimal regulatioQualifications in each of the three main sectorsaaoeeditecaccording

to a national framework called the Australian Qualifications Framework (AT)i€) Framework
includes alescriptor for each qualification.

21. Thevocational education and trainisgctor comprises Technical and Further Education (TAFE),
established and funded by the Stae Territory Governments, and a large number of registered
training organisations (RTOg)hich include private providers, schools, enterprises, community
providers and some universiti€®TOs are nationally registered under the Australian Quality Training
Framework which underpins quality assurance and mutual recognition among privieley&ET
progranmesand qualifications are derived from competency standards and qualifications contained in
National Training Packagealthough some of the qualifications considered to fall within the ISCED

5B category may be delivered within thecationaleducation and trainingector within Australia, the
focus of this review will be on those institutions, providers and qualifications that fall within the

higher education sector accreditation framework

22.In summary, Australi@ higher education system cemtly comprises:

1 39 universities of which 37 are public institutions and 2paneate;

9 1 Australian branch of an overseas university;

91 4 other seHaccrediting higher education institutions (Australian Maritime College, Batchelor
Institute of Indigenous Teary Education, Melbourne College of Divinity and the Australian

Film, Television and Radio Schoojnd

1 nonself-accrediting higher education providers accredited by State and Territory authorities,
numbering more than 150 as listed on StaweTerritory registersThese include several that are
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registered in more than one StatelTerritory. All accredited higher education providers and
their approved courses are listed on the AQF redister

Table 2.1: AQF qualification by sector of accreditation

Doctoral Degree

Masters Degree

Vocational Graduate Diploma Graduate Diploma

Vocational Graduate Certificate Graduate Certificate

Bachelor Degree

Advanced Diploma Associate Degree, Advanced Diploma
Diploma Diploma

Senior Secondary Certificate IV
Certificate of Education Certificate III

Certificate Il

Certificate |

Source: AistralianQualificationsFramework

23. By definition within Australia, universities are sedtccrediting institutions and each university has

its own establishment legislatiofihere are four other sediccrediting higher education providers and

the Ministerial Council on Education, Employment, Training and Youdtai's (MCEETYA)

decided in November 2005 that, in future, the regulatory framework should provide fselfion
accreditingproviderswith an appropriateecord of accomplishmein registration, accreditation and
quality assurance to become satcreditng on a renewable and revocable hadi® nonself

accrediting higher education providers form a very diverse group of specialised, mainly, private
providers that range in size and include theological colleges and other providers that offer courses in
areas such as business, information technology, natural therapies, hospitality, health, law and
accounting

24. With the exception of the Australian National University, the Australian Film, Television and
Radio School and the Australian Maritime Colleddich are established under Commonwealth
legislation, and the Australian Catholic University, which is established under companidsdaer
education institutions are established or recognised under State or Territory legistsfection
8.2). Many private providers are also established under corporations law

25. The Australian Governmerd the primary source of public funding for Australian universities and
self-accrediting institutionsinder the legislative framework of thiggher Education Suppo#Act

2003 Eligibility for public funding is determined by the Table to which a provider is allocated within
a Schedule of the AcThere are 39 institutions (37 public universities arsélf-accrediting higher
education providers) categorised as Tableréviders and therefore eligible to access all
Commonwealth higher education prograss Commonwealttsupported places and grafdse

2 seewww.agf.edu.au
% The Australian Catholic University also has establishment Acts in NSW and Victoria.
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Section 73). Commonwealth supported placegay also be allocatdd other providers in national
priority areasThe twoprivate universities and one selfcrediting institution are categorised as
Table B providers and are therefore eligible to access a limited number of grants, particularly
Commonwealth research support, but do not receive Commonwealth supported pesetheylare
special allocations inationalpriority areasin December 2005, a new category, Table C, was added
to theHigher Education Support A2003.Table C will list overseas universities approved under the
National Protocos for Higher Education Aproval Processely an authorised accreditation authority
as listed in the Australian Qualifications Framework Register. Listing on Table C will enable their
eligible Australian students to access Commonwealth supported loan${EHEE. During 2005, a
further 38 norself-accrediting providers were approved as higher education providers under the
Higher Education Support A@D03for their students to access Commonwealth supported loans
(FEEHELP).

26. Private providers approved to date are a mixture oftpratking and noefor-profit institutions.

Many are crossectoral, offering both higher education aodational education and training
gualifications. They can be divided broadly into niche market operators, faith based theological
colleges and AustralinGovernment funded performing arts/medgiiintions. More recently, a

limited number of state government funded Technical and Further Education (TAFE) colleges which
have traditionally offereET qualifications, have also begun offering a small rasfgegher

education coursefn 2005, 5,714 students at approved private providers were in receipt of a FEE
HELP loan.Table A B andC providers and the currently approved rsmif-accrediting higher

education providers are listed in Table 2.1 ingheex

27.In recent years, there has been significant growth in private higher education provision,
particularly in the nosself-accrediting categorylo support this trend, there has been a shift in
Government policy to allow private providers, particularly phgate universities, to gain access to
Government funding suppoithus, the private universities can access various funding program
and students in all approved higher educapimviderscan access Commonwealth supported loans.
In 2005, Carnegie Mkdn from the USA was approved in South Australia as the first overseas
university to operate in Australia ardrolledits first students in 2006 he South Australian State
Governmenfacilitated the establishment of the Adelaide branch of Carnegie Métiwersity.
Carnegie Mellon University is the first provider to be listed on Table C dflidieer Education
Support AcR003 ensuring access BEEE-HELP loans to eligible Australian students studying at
Carnegie Mell onbs Adel aide branch

28. In spite of reent growth in private higher education provision, the majority of Ausisadimdents
are enrolled in public institutions and Austréigystem continues to be more dominated by public
institutions than that of many other countries

29. Although the Augtalian Qualifications Framework distinguishes between qualifications
accreditedn thevocational educatioand trainingsector YET) and the higher education sector, the
boundaries between these two sectors are sometimes bberagtal universities, pacularly in
Victoria, are established as dual sector institutions, offéfie§ and higher education courses and
containing bottET and higher education elements, such as staff, students and administrative
processedMany of the private providers are aedited as both higher education providers and
registered training organisatios number of TAFE institutes offer bachelor degrees approved
through higher education accreditation procesSesie universities or units within universities are
registered @ining organisations and off®tET level courses on a commercial basis.



2.3 Purposes and goals of higher education in Australia
30. The Australian higher education system is seen to make a fundamental contribution to tié& nation
future although there is nongjle definition of higher education or official statement of purpdke
Ministerial Discussion Paper that began a major review of higher education in 2002 argued that the
strength, diversity and flexibility of Austrafim hi gher e d u c aaltotbherbuildingsftae m ar «
nation:
1 in which all Australias over their lifetimes have equal opportunities to be educated to a level that
will maximise their potential, both in a personal sense and in terms of their capacity to make a
productive contributiona the community;

1 whose economic growth is sustained and supported by a dynamic synergy between research and
development and innovation;

1 making a significant contribution to international education and research, the global economy and
international relatiosy

T in which all communities are nourished and enriched economically, socially, environmentally and
culturally by the contributions of educational institutions;

9 of rich cultural diversity, recognising the unigue place of its Indigenous people and many ethni
groups; and

1 in which the rights of the individual are celebrated and protected and individuals are fully aware of
their responsibilities to each other and to society as a w(DEST, 2002b, p.1)

31. TheHigher Education Support Act 2008hich is the cuent legislative basis for Commonwealth
funding of higher education, indicates that it supports a system that:

9 fis characterised by quality, diversity and equity of access; and
9 contributes to the development of cultural and intellectual life in Australih; a

1 is appropriate to meet Austradiasocial and economic needs for a highly educated and skilled
populatiord (DEST, 2002bp 4).

32. The Ministerial Discussion Paper in 2002 pointed out that the purpose of higher education is much
greater than preparing studs for jobs Its main purposes are to:

T Ainspire and enable individuals to develop th

1 enable individuals to learn throughout their lives (for personal growth and fulfilment, for
effective participation in the workfce and for constructive contributions to society);

1 advance knowledge and understanding;
9 aid the application of knowledge and understanding to the benefit of the economy;

1 enable individuals to adapt and learn, consistent with the needs of an adapteldelgabased
economy at local, regional and national levels; and
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1 contribute to a democratic, civilised society and promote the tolerance debate that underpins it
(DEST, 2002bp.2).

33. Sustainability of the higher education system is said to be achievedthytions that are value
adding, learnecentred, high quality, equitable, responsive, diverse, innovative, flexible, cost
effective, publicly accountable and socially responsible (DEST, 2002b3jpp.2

34. Universities are seen to be an important and distie component of the higher education system
within Australia although it is recognised that they are not the only providers of higher education
There is an implicit assumption that universities will be comprehensive and will undertake both
teaching andcholarly activity such as research, although this assumption has been challenged in
recent discussion (see later this Chapfemg Higher Education Support Act 20@®icates that one

of its objects is to supposWwhichardhe di stinctive

T the education of persons, enabling them to take a leadership role in the intellectual, cultural,
economic and social development of their communities; and

1 the creation and advancement of knowledge; and

1 the application of knowledge and discaes to the betterment of communities in Australia and
i nt er n a(bES®, 2082b| py)d

Responsibilities for higher education

35. In 2007, the Australian Government is to provide approximately A$8.2 billion funding to the
higher education sectohustralian Governmerftinding support for higher education is provided
largely through:

1 the Commonwealth Grant Scheme which provides for a specified number of Commonwealth
supported places each yéseeSection 7.3

1 the Higher Education Loan Programa(HELP) arrangements providing financial assistance to
studentgseeSection 7.3)and

1 research and research training progras(see Chapter 5)

36. The Department of EducatipBcienceand Training (DEST) is the Australian Government
Department with resporslity for administering this funding and for developing and administering
higher education policy and programas TheHigher Education Support Act 200dESA) sets out
the details of this funding and its associated legislative requirements

37.Some aspecwsf higher education are the responsibility of StaredTerritories In particular,
universities (except for the Australian National University and the Australian Catholic University) are
established under StatedTerritory legislation StatesandTeriitories are also responsible for
accrediting norself-accrediting higher education providefsirther description of the responsibilities

for higher education is provided in Chapter 8

38. As selfaccrediting institutions, Australis universities have a reasably high level of autonomy
to operate within the legislative requirements associated with their Commonwealth fUiioknig
discussed further in Chapter®he Australian ViceChancelloréCommittee (AVCC) represents 38
Australian universities and prioles acoordnated response to many policy issues affecting
universities
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2.5 Size of the higher education system

39. Much of the data presented in this and subsequent Chapters relates to universities and, in some
cases, Table A providers which are doated by the public universitieBhis reflects the availability

of data because as yet there ixomprehensiveata collection thataptures alprivate higher

education providerg\lthough perhaps not presenting the complete picture, the data daesotia
majority of higher education provision in terms of student enrolments

40. In 2005(latest data availablea total of 957,176 students attended Australian higher education
providers, an increase of 1.3% over 2004. The students representedvh&ertjaf 674,092 full

time students (equivalent fuiime student load or EFSTL) and comprised the following student
groups:

1 Domestici 717,681 (75%)

1 Oversea$ 239,495 (25%)

The students were undertaking the following types of study:

1 Undergraduaté 665,526 (522,014 EFSTL or 77%)

1 Postgraduate 263,504 (140,282 EFTSL or 21%)

9 Other (Enabling and Neaward courses) 28,146 (11,796 EFTSL or 2%)

41. Since 1995, there has been a significant increase in student enrolments, although exact
comparisons are npossible because of changes to data collection between 2000 an&igQod

2.1 shows that the recent growth in student enrolments is mainly attributable to increased international
student enrolments. The proportion of overseas students attendingiAnsiraversities increased
from 19% in 2001 to 8% in 20(b.

42. Enrolments in most fields of education increased betwee#h &0 206 (see Figure 2.2)
Information Technology showed a substantial decline (down 8,335 or Th#hjields with the
highest growt were the following:

Management and Commerce, uph§34students;

Society and Culture, up by 5.039 students;

Health, up by,795students; and

=A = =4 =

Education, up b,324students

In 2005 Management and Commerce was the most popular field of ealyoatth the largest
proportion of enrolled students, 28% of all studentsThe next most popular fields were Society and
Culture (22% of all students) and Health (11% of all students)

43. At undergraduate level, Information Technology (down 2,424 staderit6%) and Agriculture,
Environmental and Related Studies (down 1,019 or 21%) were the only fields to show a substantial
decline in commencemertgetweer?004 and 2005. The decline in Information Technology
enrolmentgontinues drend over the past feyears For postgraduate students, Information
Technology was down 2,470 students (23%), Agriculture, Environmental and Related Baglies
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down 115 (6%) while Creative Arts also showed a considerable decline (down 364 students or 8%).
Only Education showkany significant increase in postgraduate commencements (up 1,274 or 8%).

44. Table 2.2 in the annex shows trends in enrolments for all students (domestic and international) by
mode of attendance, and gendable 2.3 shows trends in enrolments for broaddief education
Table 2.4 shows proportions of students undertaking postgraduate and undergraduate studies.

Figure 2.1: Enrolments for domestic, overseas and all students, 1992 to 2005
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Source: Selected Higher Education Student Statistics, various yea

(a) There has been a break in series from 2000 to 2@@huse of different timing of data collecti@are should be taken
when comparing data across this time periBdjures from 1992 to 2001 show student numbers as at 31 March in the given
year, wlile later years reflect full year enrolments.

Figure 2.2: Enrolments for domestic, overseas and all students, 1992 to 2005
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Source Selected Higher Education Student Statistics, various years

(a) There has been a break in series from 2000 to 2001 bechdgterent timing of data collection. Care should be taken

when comparing data across this time period. Figures from 1992 to 2001 show student numbers as at 31 March in the given
year, while later years reflect full year enrolments.
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2.6 Participation in higher education

45. National higher education participation rates for domestic students agdyEars rose between
1996 and 2000. From 2001 the participation rate initially increased and then declined to a level
slightly below that experienced in 200§ 2005(see Figure 2.3However, since 2002 the

participation rate has declined to a level slightly below that experienced in 2001 (see Figure 2.3).
There is significant variation among States and Territories with respect to educational participation
(see Bble 2.5). The Northern Territory has the lowest participation rate, being less than half the
national average, while the Australian Capital Territory has a substantially higher rate than any other
State or Territory. This higher participation rate for Ausstralian Capital Territory is largely due to
students from other States and Territories attending Australian Capital Territory universities.

Figure 2.3: Participation rate for domestic students aged 17-24 years, 1996 to 2005
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Source: Selected High&ducation Student Statistics, various years.
Participation rate reflects the number of domestic students in higher education as a percentage of the general population in
the same age group.

Table 2.5: Participation rates for domestic students aged 17-24 years by State, 1996 to 2005 @

New South

Wales 14.2 15.1 15.7 16.2 16.4 18.0 18.3 18.2 17.9 17.9
Victoria 18.1 18.9 19.4 19.5 19.3 20.0 20.1 19.9 19.6 19.3
Queensland 14.6 15.6 16.1 16.6 16.8 18.9 19.2 18.7 18.5 18.0
Western

Australia 14.4 15.3 15.8 16.3 16.3 17.6 18.5 18.3 18.1 18.2
South

Australia 16.2 16.8 16.8 17.1 16.8 17.5 17.9 17.8 17.7 17.5
Tasmania 13.9 14.1 14.2 15.1 14.8 16.0 16.7 16.5 17.0 15.9
Australian

Capital

Territory 26.5 27.8 28.6 28.3 27.2 27.2 28.7 29.9 31.0 30.5
Northern

Territory 7.3 6.8 6.6 6.9 6.3 7.9 7.8 7.6 7.1 7.1
Australia 15.8 16.7 17.2 17.5 17.5 18.9 19.3 19.1 18.8 18.7

Source: DEST Student Statistics and ABS 3201.0
(a) Participation rate is the number of dotizestudents aged 174 years in higher education as a proportion per 100 of total
population aged 124 years.
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2.7 Student demand

46. The general pattern in participation rates does not necessarily reflect reduced demand from
students, but rather constreon the number of places that have been available.

47.The AVCC reports each year on applications for undergraduate university courses and provides

data on student applications for the purposes of assessing future trends in demand for university

places. Theeports are limited to data on domestic applicants to undergraduate university courses

made through the Tertiary Admissions Centres. They present analyses of the number of eligible
applicants, offers received and offers accepted. Using this informdit@AMCC applies discounting
factors to estimate the underlying |l evel of oOun
excludes courses and students not processed by the Tertiary Admissions Centres and, in this sense, is

a partial picture of studedemand.

48. Table 2.6 provides trends in applications, offers and acceptances for 2001 to 2006. In 2005 and
2006,there is a return to the level of applications experienced in 2001 and 2002. This follows 2003
and 2004 where two years of high numbersppiiaations combined with tight supply caused high

levels of unmet demand. Thus in 2005 and 2006, a reduced number of eligible applicants coincided
with the introduction of additional Commonwealth supported places (see Section 2.9 below).
Estimates by thAVCC suggest that, in 2006, the unmet demand was 14,200 compared with a peak of
36,100 in 2004. While reduced levels of unmet demand are good news for prospective students,
research indicates that outcomes for those who miss out on a university platiegemesally good.

One study found that around 90% of Year 12 applicants who were not offered a university place went
on to further study or employment.

Table 2.6: Eligible applications, offers and acceptances, 2001 to 2006

Annual Figure

Applicants 208713 222728 220427 228414 221588 218529 - -

Applicants received an offer 169,254 168803 166,300 165,085 178854 184869 0% -1% -1% 8% 3%
Applicants accepted an offer 125086 127373 1370680 135259 135412 138367 2% 8% -1% 0% 2%
% applicants receiving an offer 81% TE% T2% T2% 81% 5% -G% -4% 0% 12% 5%
% applicants accepting an offer 60% 57% 60% 59% 61% B63% -4% 4% -1% 3% 4%

1 Deferments were not neceebatreated as acceptances prior to 2003 by all States.

1 Some States may include acceptances by all applicants, rather than eligible applicants only.

1 Data is limited to domestic undergraduate eligible applications made through state Tertiary Admissimes. @ien
excludes applications from students with an Interstate Transfer Index score below 53, direct applications to
universities, international student applications and all applications to those universities not using the state Tertiary
Admissions Centeeto process applications.

Source: AVCC

49. Table 2.7 and Figure 2.5 in the annex show unmet demand by State. Unmet demand dropped in
most States in 2005 and again in 2006, reflecting the decrease in applications and the increased
allocation of places provatl by the Commonwealth. The figure for South Australia for 2005 results
from a change in definitions, making comparison across States and time difficult. Unmet demand
figures are not available by field of education. Figure 2.6 in the annex shows thatapioffers

by field of education in 2006. The number of eligible applicants compared with the number of offers
made varies according to field of study. In 2006, the number of eligible applicants applying with their
first preference in medical sciencedan veterinary studies, for example, was significantly greater

than the number receiving offers. In areas such as Natural and Physical Sciences and Agriculture
however, more offers were made than eligible applicants nhominating this area of studyfasttheir
preferenceThe AVCC have publicly stated that nationally unmet demand hashasaallymet.
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Data on applications and offers available in March 2007 indicates that, while demand has increased,
offers have kept pace. Unmet demand is expected tarrerna similar low level to 2006 in 2007.

Student diversity

50. The last decade has seen changes in patterns of enrolment among Australian higher education
institutions and student populations have become increasingly diverse. Students commencing
undergaduate courses are admitted via a wider range of mechanisms and in 2005, domestic students
who were admitted on the basis of final year at secondary school comprised only 42% of domestic
commencing undergraduat@s2005 down from 45% in 20010ther meansf entry include previous
higher educational qualification (25%), prior TAFE course (10%), plus lesser numbers through
professional qualifications, employment experience, mature age entry and other rEasonsnber

of students admitted the basis of éoyment experience, TAFE studies and prior higher education
studies has increased at a greater rate than students admitted on the basis of secondary education
completed at schoollhe expected duration of study increased from 3 years in 1989 to 3.4 years b
2002 leading to a slight ageing of the student population over this period (Martin and Karmel, 2002).

51. The proportion of domestic students who are female has increased from 54% in 1994 to 57% in
2005 The age profile of students is shown in Tabii2.the annexSince expansion of the higher
education system following World War Two, Australia has had dtimadof adult participation in

higher educatioriThere are major variations in the student demograpbfdgs of Australan
universitieswith somehavingover half thé students aged 25 years or olddany matureage

students study patime.

52. Over the pastlecadethere has been a steady increase in the proportion of students who have

study patterns other than the traditional internktitne mode In 2004and 200545% of domestic

students had attendance patterns other than internéihfgllResearch by the Centre for Studies in

Higher Education (CSHE) at the University of Melbourne foaméhcrease in the proportion of

students wdiing partt i me, f ewer students spending five day
willingness of many students to enTpgesagchange® t he f
have contributed to the increased flexibility of course offerings ayastralian institutions,

especially in the form of additional teaching periods, such as summer schools, and online
supplementation of eaampus teachingames (2001) has also recorded an increased level of student
expectations for choice in their stugliend for value for their investment of time and money.

53. The increased diversity of the student population has led to claims by some academics that the
standards of incoming students have declined (Anderson et al., B2ad&ver an analysis of
universityentrants by Martin and Karmel (2002) found no evidence that expansion of access to
university had compromised the quality of entrants.

Backing Australiads Ability

54.Bac ki ng Au s i Budding audFsturedtiroudghiStience andbvationis a A$5.3

billion investment by the Australian Government
performance over the next seven yedhss package, announced by the Prime Minister in May 2004,

builds on the initial 200Ba ¢ k i n g Abilisy investrhentafoA$3 billion over five years to
200506.Bac ki ng Au s represenisa éommitinbni tb putsue excellence in research,

science and technology through three key themes: the generation of new ideas through research and
developmat, the commercial application of ideas and developing and retaining A&y feature

ofBacki ng Aus i Budding audFsturedtfraughiStience and Innovatisimcreased

emphasis on collaboration between businesses, universities aralypiurided research

organisationsOf most relevance to universitidd,a ¢ ki n g A u s ti Balding @w Butukkb i | i t y
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through Science and Innovaticontinues significant funding increases for ideas through competitive
research grants, major and systengisearch infrastructure and extended funding for the Information

and Communications Technology (ICT) Centre of ExcelleNesv measures include the CSIRO

National Flagships Initiative to develop largeale collaborative research partnerships whichatefle
Australiads National Research Priorities (A$305
(200405 to 201611) for the National Collaborative Research Infrastructure Strategy to provide
researchers with major research facilities and the stipganfrastructure and networks necessary for
world-class research and establishing quality and accessibility frameworks for péunidgd

researchFurther details are provided in Chapter 5

2.10 Crossroads Reviewand Our Universities: BackingAs t r al i ads Futur e

55.In March 2002, the Australian Government commenced a major review of higher education,
following the reforms of the late 1980s that createduttied nationalsystem of higher education

and led to the collapse of the binary divide areldmalgamation of Colleges of Advanced Education
into larger multicampus universitieg he review entitleddigher Education at the
CrossroadfCrossroads Revieveomprised an extensive consultative process with a series of
discussion papers, beginning with overview paper followed by others each with a specific focus
and questions on which submissions were in(BHEST, 2002ay). In addition,49 consultation

forums were held involving around 800 participatseference group comprising a number of
emirent Australians representing business, industry, students, the Indigenous community and the
higher education anebcational education and trainisgctors provided advice to the reviédmong

the drivers for the review were concerns about funding presandethe need for growth of the

higher education sector

56. The review culminated in a new policy entitl@dr Universities: Backing Australéa Future

released in May 2003 in which the Australian Government annow@neathber of significant new
initiatives and directionand providing an additional A$11 billion over ten ye@tslson, 2003a)An
additional10,665new Commonwealth supported places were allocated to higher education providers
in 2004 for commencement in 2Q06cluding272places allocatéto private higher education

providers in the identified national priority areas of teaching and nursing for introduction in 2005
Overall, these placemnd places funded through other initiatives introduced €hcdJniversities:
Backi ng A uusetwil grdwitca@®sndsE000(pipelined) by2011 as students continue in

their courses

57. The new student places and additional funding associatedwitkuniversities: Backing
Aust r al iwefd $inked with a suiée of major reforms in areas sugred®rmancdunding of
teaching, workplace productivity, governance, student financing,-seas$sral collaboration and
quality. The legislative framework for these reforms is lifigher Education Support Act 2003
(HESA) introduced at the end of 2003 girdgressively implemented during 2004 and 2@06of
these initiatives will be discussed furthesinbsequenthapters.

58. One of the initiatives introduced throughur Uni ver si ti es: HBstheki ng Aus
Student Learning Entitlement which prdes access from the beginning of 2005 to all eligible

Australian citizens, New Zealand citizens and holders of Australian permanent visas to seveh years
equivalentull-time study in a Commonwealth supported plakestralian citizens and holders of

permanent humanitarian visas are also eligible for a loan (HHELS?). HELP debts are indexed in

line with the Consumer Price Index, but are otherwise interest free, amgpai@ after a certain

income level is reachddee Section 7.3Y0 encourage lifeng learning, individualsvill receive an

additional entitlement after a specified number of ydaigible sudents taking up fepaying places

in either undergraduate or postgraduate coursssaccesa loan under FEEELP.
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59. Our Universities: Backingéhs t r a | i al$bsnnéuncethe ineoduction oCommonwealth
Learning Scholarships for students friow-incomebackgroundsOne type of scholarship assists
with educational costs and the other assists with accommodationBmistaire meribased ad non
repayableSee Section 8.for further details

2.11 Institutional diversity

60. One of the issues discussed within @ressroads Reviewas the need to encourage more
diversity among higher education institutions, particularly universitigkjn Australia The

argument in favour of more diversity was that the regulation and funding of higher education in
Australia constrained the development of new and different forms of providerset a range of

student and community neealsd preventedny Australian institution from joining the ranks of the

best universities in the worl@he arguments opposing this view highlighted the diversity that already
existed within the higher education sector in terms of dimensions such as size, studentprofke
profile, institutional age, prestige, funding sources and relative emphasis on research, teaching and
engagementor example, in 2005, universities ranged from enrolments of 4,052 domestic students
(University of the Sunshine Coast) to 37,782ndstic students (Monash University) and 32 domestic
doctoral research students (The University of Notre Dame) to 2,849 domestic doctoral research
students (University of Melbourne). During tBeossroads Revieim 2002 extensive data tables

were producedb illustrate diversity among universities in terms of enrolments, income, performance
in research and teaching, and staff profiles. Although now a little dated, these data tables still give a
good overview of the characteristics and diversity of Australigiversities

61. Over the past decade there has been an increasing tendency for universities which are similar to
form groups or consortidhese serve a number of purposes including advocacy on behalf of the
group, sharing good practice and benchdimayx There are four formal groups of universitiethe

Group of Eight (the older, researittiensive universities), the Australian Technology Network

(ATN), the Innovative Research Universities (IRU) and the New Generation Universities (NGU)
Regional uiversities comprise a less formal grouping

62. Some of the reforms introduced throl@u r Uni ver si ti es: Batntlielendn g Au s
of 2003 are aimed at encouraging increased diversity through more flexible funding arrangements, the
ability of universities to increase numbers of undergraduatpdgimg students, funding for teaching
excellence and the extension of Commonwealth support to a broader group of providers and students
The Research Quality Framework will also encourage furthersity through concentrating research

funding on quality and impact factoSee later Chapters for details

63. One of the constraints to diversity of institutional type among universities in Australia is the set of
criteria which must be met before a newvangity can be establishethese criteria are contained in

the National Protocas for Higher Education Approval Processehich include the processes and
criteria for gaining approval to operate as a university in Austidtia Protocols specify that

Ausdtralian universities must offer awards across a range of fields, teach in a way that engages with

advanced knowledge and inquiry, and have a cul't
which informs inquiry and basic teaching and learning, tetbation of new knowledge through
research, and or i grhimhadbeeo interpreted asdeaahingcher@sy ab least three

broad fields of study and undertaking research, thus preventing the establishment of universities in
Australia that aly teach or onlyundertakaesearch or are specialised in a narrow field of study

During 2004 and 2005, there has been discussion about changing these criteria to encourage more
diversity among types of universitiedn Issues Paper was distributed (DEQ005b) and a national
workshop was held to clarify thinking on the tagit November 2005, MCEETYA decided to retain

4 See:http://mww.backingaustraliasfutergov.au/publications/varieties_of excellence/statistics.htm
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the existing requirements for universities in terms of teaching, scholarship and research, with some
variations targeting the need foew universities to build up teaching and research across at least
three fields over an initial fivgear period

64. It is interesting to note that the discussions about diversity in higher education in Australia have
focused mainly on diversity among unisities The nonself-accrediting providers add significant
diversity to the sector, although it is more difficult to demonstrate this diversity because thére is no
yet anynational data collection for these providédsitional data collection for all higger education
providers is being planned and will possibly commence in 20@D08
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3 HIGHER EDUCATION AND THE LABOUR MARKET

3.1 Introduction

65. The focus of this Chapter is on the links between higher education antabe faarket and

policies to improve these linkk provides an account of trends in graduate employment outcomes,
primarily for those with bachelor degrees, and a summary of recent policy developments over that
period

66. A 1995 DEST report forecasting theospects for the Australian workforce in 2005 predicted,

amongst other things, that employment opportunities for the coming decade would depend in part on

the skill level of the occupation (DEST, 199F)suggested that the employment of highly skilled

occupations such as managers and health professionals who met domestic consumer needs would
experience strong employment growth, along with those employed in export or import competing
industries, such as engine€rbe predictions were based ontheassumpn t hat @At heir se
be required by these industries as they produce new technologies, increase the value of their products
and services and bett er npeleThe repornpsojeations suggestedd s 6 ( C
that the proportion of pgte in the workforce with higher education qualifications would rise % 26

in 2005.

67. It is clear that the status of graduates has in fact become a crucial divide in the labourimarket
2005, the Australian Bureau of Statistics (ABSyvey of Educationral Workfound that the
proportion ofworkerswith a nonschool qualification that is, both higher education and the
vocational education and trainisgctori increased from 41% in May 1995 to 51% in May 2005
Those with @achelordegree or above undeent the greatest increasérom 126 in May 1995 to
20% in May 2005/ that is, one in five workers, up from one in eight in 198 survey also shows
that, of persons with a neschool qualification, 8% were in employment, comparedth 63% of
those wihout a norschool qualificationin 2004, 2.9 of bachelor degree graduates were
unemployed, a slight improvement ovke 3.1% level 02003 The unemployment rate for these
graduates has been steadily declining since 1993 when it Wasld.8ontrast, 6r the population
who did not complete year 12, the unemployment rate &#sirl 1993, declining to 19 in 2003
(ABS, 2004).

68. To set the broader context, the Australian workforce has grown rapidly over the last 20 years with
an additional 3.2 million workerin a consistently strong period of economic expanskitis

shortages have been a major ongoing issue over that periedesponse has been the establishment

of the National Industry Skills Initiative (NISI), supported by the Australian Governmdrindastry

since 1999It targets national skills shortages on an indubyyndustry basis and provideslaee to

five year outlook as the basis for advice and market intelligence to DEST and other agencies, mainly
for vocational education and trainiptanning While not directly influencing higher education

policy, the Skills Reports from NISI identify drivers of change and skills in demand relevant to all
sectors in Australidn common with many countries, the Australian labour market has been
resporling to the forces of technological advancement, global competition and workforce ageing in a
rapidly growing knowledge econonfioonan, 2005)
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3.2 Data sources

69. Graduate Careers Australia (GCA) is a key provider of data on the employment outcomes of
graduateslt is a peak body with representatives from employers, universitiegoaednment
Although it is independent @overnment, the GCA is supported with funding from the Australian
Governmentlt provides research on the first destinations and salafigraduatet supports and
encourages employment and career opportunities for gradiiaee&CA conducts an annual survey
of all graduates from Australian universities around four months after the completion of their
qualifications In 2005, @% of Australian resident graduates replied to the survey.

70. Other sources of data include the Australian Bureau of Statistics @Bd@&ation and Work
annual reports and time seri@d¢so, the Department of Employment and Wadce Relations
(DEWR) uses its lahg market research to provide regubkills in Demand List$n addition, private
recruitment organisations provide regular surveys of selected employers for irghestific reports

71. Direct comparison between the various data sources is lirditednpart to their different

purposes and the different categories of occupations TieedSCA data is the most relevaaot

higher educatiobut it is limited to the extenfirstly, that it relies on reasonable response rates to
surveys across the fieddf study angdsecondly, that it is conducted soon after graduafibis gives

a very useful snapshot of graduate outcomes but needs to be treated with some caution, particularly
with respect to field of study variations

3.3 The graduate labour market 19852005

72.The labour force participation trends related to educational attainment provide the most direct
evidence for the relationship between the production of university graduates and their position in the
labour marketA report on the national labour f@d¢rends from 1988 2005 by the National Centre

for Social and Economic Modelling (NATSBNrovides a broad overview (AMP/NATSEMO005)
NATSEM calculates that there was a net increaseaye tharil.37 million in the number of people
employed in Austré over the lasROyears ABS data used by NATSEM for 1990 and 2003 shows
changes in employment rates according to qualifications (see Table 3.1 in. diwestdtal number of
graduates employed in Australia doubled from 955,900 in 1990 to 1.92 millRi0®

73. While the labour market expanded byd8om 1990 to 208, the jobs available that did not
require a formal qualification grew by onl9edand those with trade qualifications 8%. In contrast,
seven out 0L0 new jobs went to university qualifigfaduatesThe main growth area, in terms of
work opportunities, was in the white collar professigdisthe 706 of new jobs taken by those with
degrees, 4% went to women graduates despite this group representing énty those employed in
1990 Indeed nhearly one in four working women now hela university degree, up from onelilin
1990 AMP/NATSEM, 2005 p.10).

74. The relative shortages and oversupply of graduates has, over many years, typically been the direct
result of economic cycles, particuladyth respect to the sudden high demand created by boom
industries, often followed by an oversupply of graduates as the labour market needs level out or
decline dramaticallyas in the case of mining and information technology industries

75.Using the DEWR SkKed Vacancy Index, Mitchell and Quirk (2005.7) show the annual growth
over the period November 200@November 2005 set against tbagertermpattern of annual
growth from 20000 2004(see Table 3.2 in annex)he Tableshows broad categories of
professionals and ideniifsthe health sector as an area of growing shortages witboa&iwth in
vacancies in 2005 compared with an average annual growsedfom 2000to 2004 It also shows
a lower rate of growth in vacancies for 2005 in acdognand marketingdvertising Overall, the
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3.4

rate of growth in professional vacancies for the 12 months to November 200%oaasa@ainst an
overall annual average growth-afl% for 2000to 2004

76. Complementing this is a recent survey @D employers by aational recruitment orgasation

(Hays 2005) It identifies critical shortages in, for example, accongénd finance and information
technology These and similar shortages present challenges for both higher education and migration
policies. For exampl, an analysis of skills shortages in the engineering profession notes that there has
been dong-termdecline in commencements of domestic students in engineering sincéBLr98rT,
Sheridan and Rapson, 200Bjthough this was balanced to some exteptn increase in the number

of overseas student enrolmeitteas not reduced the acute shortage of engineerdias the

immigration programme had the desired impact given the global opportunities in that profession.

77.1n March 2006, the Business CoundilAustralia(BCA) released its report on innovation and the
importance of human capitdlew Concepts in Innovatiorthe keys to a growing Australiavhich

highlights the significance of graduate skillsthe past th®CA has raised concerns that graitsa

are not taught problem solving skills and the abilities they develop are more sditetiér study

than jobsTheBCAr ai ses business sector concerns about
initiative, oral business communication and problem| vi ng among graduatesao
entrepreneurial skills among Australianso

78.TheBCAhas expressed their aim to fiensure that
levels of the education and training system explicitly include theitepamd assessment of
employability skills and other capabilities that allow people to contribute positively to enterprise
innovation, including communication, teamwork, problem solving, ongoing learning, creativity,
cultural understanding, entrepreneupshia n d | e a d Ehe Bukinesgs, IrdksirylahdsHigher
Education Collaboration Council is currently exploring a number of possibilities to strengthen
graduate employability skills and to address graduate skills shortages.

Labour market variations and education in relation to employment outcomes and earnings

79. The GCA surveys dbachelordegree graduates from 196:2004 show the proportion of
graduates who were in fdime employment, seeking fefime employment, in fultime study, or
undertakig other activitiegsee Table 3.3 in annexjhe 1994 rates of employment (4pwere the
lowest for the decade with a correspondingly high propodfdhose in partime or casal
employmenseeking fultime employment (8%). The proportion that chose go on with further
full-time studyi in a second undergraduate course or in postgraduate Stwddes21%. In 2000,
when the proportion of graduates in ftithe employment increased markedly &4 the numbers
seeking fulltime employment dropped td%. However, the proportion in futime study rose to the
highest level for the decade at?24in 2004, the proportion of recent graduates intiatie
employment was ®%, down slightly from 8% in 2003 In 2004 the proportion of graduates seeking
full-time employment while in patime or casual employmeirtcreased slightljrom 2000to 13%.
The proportion of graduates undertaking furthertintie study increased to 23in 2004

80. The most recent graduate outcomes reported by theiG2@05 show an impwved level of
demand for new graduatéSCA, 2005) Further, of the 2004 graduates actually available for full
time employment in April 2005,186 were in fulltime employment and %2 were working on a pait
time or casual basis while continuing to seektinlie employmentThere was an ongoing drop in the
percentage of those not working while seekingtiatle employment, reflecting the national increase
in demand for skilled staff.

81. One general indication of the link between higher education and thefstagelabour market is
the increase or decrease in the percentage of students who choose to continrtinm stuidy after
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their undergraduate degré@ver the last decade, the GCA observesdbhatrallybetween ondifth

and onequarter of studentsogon with further study (GCA2005 p.11). It is argued that when the

economy is strong, and more opportunities are available in the workforce, fewer graduates continue in
full-time study The exception in 2000 was noted ahdue2005, 2.5% of graduateglected to

continue in fulltime study as the job market improved, down from 23i4 2004

82. The GCA reports that in recent yedrs more likely forgraduates seeking fttilme employment

to have been working on a pdirhe or casual basis than to haeen without any work at alT his

follows a more general trend for an increase in the numbers dinigllundergraduate students
engaged in pattime paid work (McInnis and Hartle2002) The growth in partime and casual
employment is a more generdlgnomenon across the workforce as a whole due in part to an ageing
population, the promotion of jekharing arrangements, and the changing nature of work.

83. Table 3.4in the annexhows the annualveragaate of weekly earnings, median graduate starting
sdaries, and their relativity from 1995 to 2005 (GC2005) Not shown in théableare the high

relative salaries for graduates in the 1970s and 1980s when graduate salaries were generally close to,
or above, 9% of weekly earnings. The figure 80% in 195 (the lowest recorded since 1977)

occurred after a gradual five year declimethe five years since the high level of relativity 688in

2001, a similar pattern of declitiy 2005is evident These cycles can be related to broader trends in

the econmy, but now must be considered against the fact that the vast majority of new jobs are going
to graduates

Field of education variations

84. There are notableariations by field of education in the numbers of graduates seeking
employment, and also in tesnof theirstartingsalariesAs noted above, this is partly explained by the
timing of the survey in relation to some areas of employment where the peculiarities of the specific
labour market come into plalfor example, in@me fields of studycorporateand government
employers typically take on substantial numbers of graduates at the commencement of the calendar
year, whereas other employers tend to fill places as they &ds®e occupations require supervised
full-time employment upon graduation faofessional registratioriFor example, mdical graduates
always have high proportions in faime employment (9% in 2005) due to the requirement that they
serve an internship in a public hospitah the other hand, occupations with lower rates of
employment may involve a different set of expectatidfer examplea typically large proportion of
visual and perforing arts graduates are looking for ftilne employment in a professional capacity
(40%) and his largely explains the significant number ochdmategrom that fieldworking in part

time or casuabmploymeni{27%) while looking for fulltime employment

85.In 2005, felds of study with high proportions of fetiime employment that can be attributed to
shortages in the labour market were mining eeeiing (9%), pharmacy (9%), initial nursing
education (9%), civil engineering (6%) and surveying (9%). In contrast, 2% of computer science
graduatesvereseeking fullitime employment which, although relatively high, is improved over 2004
when it hadeacheB0%.

Impact of international labour markets

86. The extent and nature of global movements of knowledge workers has been the subject of
considerable discussion and ongoing debate in Australia (Krause, Mcinnis and Ba@b#nThe
results of vaous studies ofbrain gain and brain dradmave been somewhat inconclusive due in part
to definitional problemg~or exampled&nowledge worke&itends to be used interchangeably with
Gskilled workefh Australia experienced a net gain of workers indiighly skilleddoccupation

category from the mid 1990s, but in moasesthe gains have been comparatively smafhile it is
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true that for the period 19962000, Australia experienced a net loss of skilled workers in the
Australian resident categorhis was offset for almost every occupation by increases in permanent
settlers in the same category.

87. Of the notable trends in specific occupational groups, the most significant net gain was that of
company secretaries and building and engineering profedsjand the most obvious loss was
workers in the ABS category of natural and physical science professibaatgorm immigration
planning,the Department of Immigration ai@itizenship(DIA C) produces &igrant Occupations in
Demand ListOver the lastive years this has included, for example, information technology
managers and computer professionals (in designated specialist areaacoolyhtants, nurses,
midwives, pharmacists, physiotherapists, and sonograpfe¥sssue of skills shortages isnemon

to most western countries aimdthe search for graduates in some Beklich as finance and mining
engineeringthere is intense global competition for professionals

The response of higher education institutions

88. The higher education sector Haeen highly responsive to the changing labour market
opportunities for graduateldowever, student demand is the most direct dfimehigher education
providers not labour marketd hat said, universities have not been passive providers responding to
perceived gaps in the labour markehey have been highly active in a number of waysnany

fields of educatiopuniversities fill student places by aligning their courses with the promise of career
opportunitiesThe clearest evidence of the responsaasnof the higher education sector is seen in the
proliferation ofdurposebuiltdvocationallyoriented degrees directed at specific labour markets in the
professions angaraprofessionsilt is also evident in masteby coursework degrees which have hee
among the fastest growing f@aying programmesover the lasi0years These professional
progranmesanticipate and sometimes generate changes in the labour mawdkgare also

developed in direct consultation with the relevant professiartee cas of universities with strong

ties to their regions, this extends to meeting professional education needs of kpatificiustries

89. The emergence of combined degrees has been a particular feature of Australian undergraduate
programmes Courses combinig, for example, Law/Arts, Engineering/Law, and Science/Engineering
are now common and usually invelselective admissionth some facultiesa majority of students

are enrolled in combined degre&se link to the labour market is significatudentshave been
encouraged to position themselves to take up a broader range of options in the laboupntzoitet

the short and the longéerm Combined degrees and other highly flexible course structures enable
Australian undergraduates to make choicesdas their own perceived future career nektisy
employers prefer to draw on graduates with a bb@eof skills and understandings thatith in-

house professional developmetdn be adapted to rapidly changing work contexts.

National policy regponses and priorities

90. DEST provides the most direct policy links between the higher education sector and labour market

developmentdncluded in the package tifie Crossroads Revieveformswas thantroduction of

funding agreementbetween the Governmeand higher education providetmportantly, the
conditions of the funding agreememtso include the obligation on universities to sustain specialised
and nationally significant courséseeSection8.3). This applies to courses that prepare studemts fo
entry to any occupation that is experiencing a national skill shoRaigeity discipline areabave

also been identified for additional student places and support (see Section 8.3).

91. Government policy influences the relationship between higher ednaatd the labour market

through other ministries and departments, particularly the Department of Employment and Workplace
Relations (DEWR) and the Department of Immigration @iiizenship(DIAC). The latter has a key
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role in developing policies to attiaoverseas graduates in areas of skill shortalgiéls recognition
authorities and professional associatials®have a clear interest in labour market palitey

monitor the extent to which universities are meeting the needs of their professioh staddards for
professional registration. Many of these bodies have a direct influence on course design and the
recognition of the qualifications of overseas gradugesSection8.4).

92.AspartoftheDur Uni versities: Boackakedf higher Aducation rafbrinsa 6 s
the Australian Government funded the Australian Council for Educational Research (ACER) to
develop and administer a test of generic skills that can be assessed at university entry and exit level
The BusinesdndustryandHigher Education Collaboration Coun(BIHECC), establishedh 2004

has fe@used on the potential of the Employability Skills Framework, an instrument developed by the
Australian Chamber of Commerce and Industry and the Business Council of Austr2085DEST
commenced work with the BIHECC to develop appropriate strategies and mechanisms to assist
employers in graduate selecti(see section 8.5)

93. The BIHECC advises the Australian Government on ways to increase collaboration between the
higher educationextor, the business and industry sector, and the wider comntaitpcil

membership includes highkvel leaders drawn from peak representative bodies in the business,
industry and higher education sectors
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4.1

4.2

4 THE REGIONAL ROLE OF HIGHER EDUCATION

Background

94. As described in Chapter Apstralia is a large country withralativelysmall and very dispersed
population outsidéhe major metropolitan centrédaintaining the full range of services to regional
areas is a challenge for the Australian aredegindTerritory GovernmentsThis Chapter describes

the issues related to regional provision of higher education and the range of mechanisms in place to
maintain that provision and contribute to regional development.

95. One significant driver for maintaininhigher education provision in regional areas is the relatively
lower educational participation rates for students from rural and isolated backgrounds than for
students in metropolitan are®@verall educational attainment is also lower among regional
communities Thus,young people in regional areas are more likely not to have parents who have
participated in higher education and often their financial circumstances act as a deterrent to higher
educationparticularly if this involves the added expensenaiving away from home

96. Students from rural and isolated areas form one of the defined equity groups whose access,
participation, success and retention in education are mon{geedChapter 6Y he total number of
students in higher education from ruaald isolated areas has grown steadily since . 182004

rural students constituted% of domestic students and isolated students wer@l®tal of 18%

from rural and isolated area3his compares withpproximately 30%f the Australian population
living in rural areas anigolated areas, thus demonstrating that participation by rural and isolated
students isess tharexpected from their population shaRait simply, current estimates suggest that,
on a per capita basis, for evdi@urban people wi attend university, roughly six Australians from
rural or isolated areado.

97. The second significant driver for maintaining higher education provision in regional areas is the
contribution this makes to regional development by way of general econonsocabbenefits as

well as opportunities to address skills shortages this reason, the BusinemsdHigher Education

Round Table has taken an interest in regional provision of higher education and, in 2003, published a
newsletter on this topic that ilucled case studies from a range of universitiesl R T, 2003)

98.1n 2001, an atlas of higher education was prepared to highlight those regional areas least well
served by higher education and to assist in planning for educational provision in regasal a
(Cumpston et al., 2001y he atlas identified each area as either a net exporter or net importer of
higher education studentsalso provided a profile of each region with respect to age, employment,
educational qualifications and study patterns

Regional universities and regional campuses

99. There is no definition of a regional university in Australia although a number of universities
situated outside the metropolitan centres at times form an informal grouping known as regional
universities Some of these regional universities have centres or campuses in the major cities, often to
attract international studentBhe situation is further complicated by the large numbeneifopolitan
universities that have one or more campuses or centréeddoaegional areas
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4.3

100. There are many situations in which regional university campuses or centres share facilities with
TAFE institutions Some of these shared campuses or precincts have been effective in broadening
educational opportunities in regionakas in cost effective wayslany of these regional campuses

and centres have also been very effective in developing strong links with local government and
regional development organisations.

101. Regional universities and all those universities that havemabgcampuses face increasing
pressure to offer a broad range of courses and services that extend beyond those that would be
considered viable for the population being seryestitutions that withdraw courses or reduce
services for financial reasons aubjected to concerted community campaigns advocating against
such moves

102. Rural communities see a university presence within their community as a way of encouraging
their young people to stay within the region rather than move to the metropolitanHotiesver,

research on the patrticipation in higher education of young people from rural and isolated baskground
suggests that once the decision to attend university is made, proximity of a university campus is not
the determining factoit is more likely hat the lower participation in higher education of young

people from rural and isolated areas is related to ssmmoomic factors and general attitudes to the
value of education within rural communities (James et al., 1999; Alloway et al., Zb@4nost

successful universities in regional areas are those that develop strong relationships with their
communities and build positive community attitudes to education as @dongoal

103. Many universities in regional areas have missions that are clogedd to their regions and this
link is enshrined within the legislative acts under which they opérhegoverning bodies of these
universities also have strong regional membership

104. Australia has been a leader in the provision of distance educasenveregional communities
Distance education has been offered through traditional universities all of which also undertake
research and cater for internal, campased student&or example, the University of New England

in the regional centre of Arméde (approximately 500 km from Sydney) was founded in 1938 as a
university college of the University of Sydndybecame a fully independent university in 1954 and
commenced external or distance teaching in 188Bbtoday, over 70% of its students sty

distance Other major providers of distance education are Charles Sturt University, Deakin University
and the University of Southern Queenslafithough some regional universities specialise more in
distance education and have the majority of thedents studying through this mode, the

introduction of elearning has meant all universities offer at least some courses through forms of
electronically supported distance delivery or flexible delivEeonding for internal and external
students is idertal and in Australia, unlike some other countries, there is parity of esteem between
distance education and other forms of delivery, includinrgampus provision

Initiatives to support regional provision of higher education

105. The Australian Governmentecognisinghat regional universities incur additional costs because
of their location, find it more difficult to maintain economies of scaifel are remote from industry
support and funding, introducé&d 2004a regional loading into university fundjinThisis providing a
total of A$146 million over five years on a graded scale to universities located outside metropolitan
areas.

106. The Collaboration and Structural Reform Fund (CASR) was established in 28€5¢ue

better higher education outcomeseaching, learning, researahd innovation by promoting

structural reform and collaboration in the higher education sector (see sectidgit@Bjts inception
CASRhasbeen an agent for change in regional areas across Australies @siedat encourging
collaboratiorbetween universities and their regional or local communities, and other organisations

24



including local andState orTerritory governmentsA number of CASR projects have done this, for

example, the joint project betwedretUniversity ofTasmania and local governmentiie Cradle

Coast region in nortiwest Tasmania to establish an Institute for Enterprise and Regional
DevelopmentThe focus of the Institute is regional renewal: it aims to drive the transformation of the
region from a conition of social and economic disadvantage to a thriving 21st century community.
Partnerships between tertiary institutions and industry can be further demonstrated by the Victoria

Uni verssehgdbteseédReng Engineeri ngo todevelgpmewt . The pr
industryled and problenbased engineering, and to allow for vocational training pathways from

TAFE and other providers. The project involves collaboration with industries that face professional

and skill shortages.

107. Regional collaborationds been strengthened through a number of initiatives such as the
Australian Universitie€ommunity Engagement Alliangeoject for which the Australian

Government has provided establishment funding. The Alliance will create the opportunity for peer
and comqmunity discussion, and promote social, environmental, economic and cultural development in
communities across Australia.

108. As part of the 20007 Budgetthe Australian Government will provide$10 million over four
years to support small businesses opegadin university campuses. Universities with regional
campuses will be able to apply for funds for initiatives to attract small businesses to their campuses.

109. The Capital Development Pool prognaaprovides funding for capital projects, including

teaching mfrastructue to eligible higher education providers for capital projects that support teaching
and learning (see section 8.8)ne of the priorities identified for funding in this progmamhas been

the development of campuses in regional centres andarbgrowth corridors, including the
development of ICT infrastructure to support flexible delivery to broaden regional d€oedig of

A$45 million was allocated to higher education providers through this progréate in 2005 for

projects in 2008The majority of these funded projects are new and continuing campus developments
in regional centres and suburban growth corridors.

110. The higher education review conducted in 2002 and 2003 identified broadband access as a
particular issue for regional campusasl regional universitieSeveral programescommitted funds

to address these problems and now regional campuses appebettetserved by broadbanth

2002, the Minister for Education established the Higher Education Broadband Advisory Committee
ard subsequenthr$423 million was committed over 200 2004 to establish the Australian

Research and Education Network as the next generation communications network for universities and
the wider research communitMuch of this funding was directed tovdarupgrading communications
networks for regional universities.

111. The Regional Protection Scheme (RPS) helps to protect designated regional higher education
providers from | osses of income &Knowledgmagd fr om t h
Innovatia reforms to the funding of university research and research training (see Chapher 5)

RPS was established in 2001 daddinghas been extenddéidm 200405 through to 200-08. The

budget over the four extra years of funding is A$12 million, compargdA$11 million that was

allocated through the Scheme over the three previous. g RPS recognises the important role

that regional universities play in their local communities and is designed to assist them to maintain

and strengthen their reseadpabilities so they can conduct competitively funded research which is

of benefit to regional Australia

112. TheadditionalCommonwealth supported places introduced from 2002 included a number
earmarked for regional campusEsom 2002, an adddinal 670 fullyfunded commencing university
places were provided to regional universities and regional campuses of metrepesicain
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universities By 2005, this amounted to an additional 1,830 places each year as students moved
through their courses

113.In the 200601 budget, the Australian Government announced an addition&dr@thonwealth
supportedstudent places to be filled by medical students under a new bonded scholarship scheme to
increase the number of doctors in rural ar€ascompletion of basimedical training, the students

who receive these scholarships will be expected to serve in rural Australia feremsperiod.

114. TheCommonwealttDepartment of Health and Ageing provides funding to establish and support
University Departments of Ruralddlth These encourage students of medicine, nursing and other
health professions to pursue a career in rural practice by providing opportunities for students to
practise their clinical skills in a rural environment. The progr@also supports health pessionals
currently practising in rural settingBhere arel0 University Departments of Rural Health in regional
areas of Australia

Higher education and regional development

115. As well as ensuring adequate provision of higher education for reasegsity and access,

there is also a strong acknowledgement of the social and economic benefits brought to regional areas
by local universitiesSeveral studies have demonstrated these benefits (see for example, Cahalu et al.
2000) Garlick (200Q p.17 highlighted the leadership role that higher education institutions can play

in regional economies.

There are few organisations outside the university or higher education institution today that
have the interest, independence, authority, networks and infiormaritical mass and

longevity of existence to take on an economic development leadership role in the region, free
of outside controls

116. Phillips Curran (2001) used the method developed by Caball(2000) in their assessment of

the total direct athindirect economic impact to the StafeSouth Australiaf the three South

Australian universities, which in 1999 they estimated t&$®& 74 billion. In their submission to the
Crossroads Reviewf higher education, the BusinemsdHigher Education Rand Table (BHERT)

hi ghlighted how regional communities | ook to th
knowl edge, research and devel opment -HERTI2002,i t i e s,
p.14).

117. Cumpston et al. (2001) drew attemtito the broad range of benefits that universities bring to
regional communitiesncluding:

1 economic competitivenegsby stimulating economic development through innovation, technology
transfer and research and development;

9 urban and rural regeneratidrthrough their roles as a large employer and business entity in the
region;

regional labour marketsthrough providing the human capital to develop regions;
access to learning by strengthening educational participation;

culturei by contributing to loclacultural activities and quality of life;

=A = =4 =4

heath and social wellbeirigthrough educational progranesand infrastructure;
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1 sustainabilityi by the knowledge, attitudes and expertise they bring; and
1 regional governanceas honest brokers in a regierleselopment.

4.5 Emerging issues

118. There are some significant issues emerging within higher education that may impact on the
regional provision of higher educatidfarly indications show a likely shift in demand by students for
higher education places in 208%ay from regional universities towards the more prestigious
metropolitan universitiedhe exact cause of this shift is not fully understood, but fee deregulation

and moves to increase the differentiation among institutions may be contriButotiser fictor is

likely to be the stronger employment market and the associated tendency for young people in regional
areas to take up employment when it is available rather than pursue further studies.
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5.2

5 THE ROLE OF HIGHER E DUCATION IN RESEARCH AND INNOVATION

Introduction

119. This Chapter provides information relating to the role of higher education in research and
innovation Since 1999 in particulathere has been considerable debate and substantial public policy
reform in Australia in relation to:

1 levels ofpublic research funding;

national research priorities;

1

1 the assessment of quality and impact of publicly funded research;

1 collaboration between universities, other research agencies and industry; and
1

the commercialisation of intellectual property geteday publicly funded research

120. This has occurred within the broader context of the Australian Goverénasmt to build a
strong and vibrant national innovation system.

The teachingi research balance

121. There are no national surveys or statisticseotibns that provide for a direct comparison

between teaching and research effort, in staff time or expenditure, within the Austigitian
educatiorsystemt is possible, however, to estimate research expenditure as a percentage of total
expenditure ad human resources devoted to research and development as a percentage of total staff
full-time equivalence by combining data from a number of different statistical collettions

122.1n 2002, approximately 32% of national university expenditure was atttiboiteesearch and
experimental developmenthis figure has remained quite constant over time, with a comparable

figure of 31% recorded in 1996he percentage of expenditure attributed to research and

development varies considerably across universigeging from a high of approximately 70% in

one exceptional instance to a low of 4Phe median percentage was 250hese figures reflect the
considerable diversity within the Australian higher education system with regard to research intensity
This in tun partly reflects the historical development of the se@ome institutions have long

histories as teaching and research universities, while others have been established only in the last 15
years or so as the result of amalgamations of giatieges ofAdvancedEducation andnstitutes of
Technology, neither of which were funded to undertake research.

® The DESTannualHigher Education Finance Statistical Collectighe DEST annualHigher Education Staff
Statistical Collectiorand the Australian Bureau of Statistics bienfiaivey of Reseeln and Experimental
Development
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5.3

5.4

Major sources of research funding

123. The total expenditure on R&D in Australian universities in 2082vas A$343 hillion,
representing 27% of total Auatian expenditure on R&D (séggure 5.1 in annex).

124. Total R&D expenditure in the higher education sector (HERD) increased frorB3ditlion in
198687 to A$343 hillion in 2002-03 (in constan2002prices) In constant prices, this equates to a
more tha two-fold increase in expenditure over the period (Sgare 5.2 in annex)Australias
HERD as a percentage of GDP (@4 20032 is slightly above the OECD average (O#ih 20),
having risen from 0.3% in 1986.

125. The AustraliarGovernment is the majsource of research funding for universities, representing
86% of university research expenditure in 20@2State and local governments fund 3% of the
research expenditure, while the industry and business sectors fund 5%.

126. Australias business expenditipon R&D (BERD) as a percentage of GDP (9688 2003) falls
considerably below the OECD average (¥&Gh 2003), though the gap has been closing with the
average annual real growth rate for the decade to 2003 exceeding the OECD. dotahBERD
almosttrebled between 19887 and 200203, while the percentage contribution of business to higher
education R&D expenditure doubled from 2% to.9%e Government has introduced a number of
progranmesover recent years to encourage greater investment in R&Belyusiness sector.

Current research funding allocation mechanisms

127. The Australian Government provides support for higher education resessearch training

and research infrastructuiferough peer reviewed competitive research funding schemesrandhh
performancebasedlock research funding schenmewd targeted programes Competitive research
funding schemes are administered by a number of bodies, the two largest of which are the Australian
Research Council, which is part of the Education, $ei@md Training portfolio, and the National

Health and Medical Research Council, which is part of the Health and Ageing portfolio.

128. Performancéasedlock research funding schemes are administered by DEST and are
appropriated through theigher Education 8pport Act2003 The main schemes are the Research
Training Scheme (RTS), the Institutional G&theme (IGS) and the Research Infrastructure Block
Grants (RIBG) Schem@&hese schemes are described below

129.1n 2003 the RTS, IGS and RIBG were reviewedas f an evaluation of the Australian

Go v e r n Knowladdge @ind Innovatioreforms (DEST, 1999) and some changes were introduced
to the RTS and the IGS as a restilte Government announcd¢thowledge and Innovation: a policy
statement on research and easch trainingin December 1999, which provided a new policy and
funding framework for higher education research and research training.

Peer reviewed competitive research funding schem@sstralian Research Council

130. The Australian Research Council (ARG)an independestatutoryagency within the
Education, Science and Training portfolio of the AustratawernmentThe ARC plays a key role in
the Australian Governmegstinvestment in research and innovation

131. The ARC has responsibility for administegithe National Competitive Grarf®sogranme

(NCGP) which supports research and research training in all fields of science, social sciences and the
humanitiegwith the exception of clinical medicine and dentistile Ministerfor Education

Science andraininghas responsibility for determining the amounts of financial assistance to be

made available undéhe two broad programe streamsn the NCGP, Discovery and Linkagend
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for approving financial assistance to individual researgteams and reseh centresThe ARC
provides advice to the Ministéor Educationon these and a range of othesearchrelatedmatters.

132. Financial assistance is provided under the N©OGRcompetitve basis and reearch proposals
are the subject of national and intefonal peer assessmefrt 200405, A$481 million was allocated
through the NCGP.

Peer reviewed competitive research funding schemidsalth and Ageing Portfolio

133. Along with other research organisations conducting health and medical research, higher
educaibn providers are able to compete for funding allocated within the Health and Ageing Portfolio
includingby the National Health and Medical Research Council (NHMmRREsearch proposals are
subject to peer review he research income obtained by higher atlan providers from the Health

and Ageing portfolio and the NHMRC, as reported by higher education providers in their research
income returns for 2003, totalled A$226 million.

Performancebasedblock research funding schemes
Research Training Scheme

134. The Research Training Scheme (RTS) provides block research funding, on a calendar year basis,
to eligible higher education providers to support research training for students undeftakongtes
andmastergdegrees by researcim 2005 changes to the RTS weimplementedvhich have
provideduniversities with greater funding certainty and allow providers to streamline their
administration of their higher degree by research (HDR) studemtsmain change was the

replacement of a 5% cap on RTS (and IGS) fupelith a 5% safety neThe removal of capping

means that no university will lose more than 5% of RTS (or IGS) funds from one year to the next
Additionally, high-performing universities can increase their allocations by more than 5%

Completions, researédhcome and publications make up the performance index where HDR student
completions are weighted at 50%, research income at 40% and research publications at 10%.

135. The total funding allocated by the Australian Government in 2006 to Australian universities
through the RTS equalled A$5626llion.

Institutional Grants Scheme

136. The Institutional Grants Scheme (IGS) provides block research funding, on a calendar year basis,
to eligible higher education providers to support research and research training aClikizi¢GS

may be used to fund any activity related to research and higher education providers have discretion in
the way they spend their 1 GS funds. The 1 GS al l
success in a performance index comprising rebedacome (60%), Commonwealth funded research

student load (30%) and research publications (10%).

137. The total funding allocated by the Australian Government in 2006 to Australian universities
though the IGS equalled A$296dillion.

Research Infrastructurel@k Grants Scheme
138. Research Infrastructure Block Grants (RIBG) provide block research funding on a calendar year
basis to eligible higher education providers to enhance the development and maintenance of research

infrastructure. RIBG funds are allocatecktmible higher education providers based on their relative
share of Australian competitive grant income.
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139. The total funding allocated by the Australian Government in 2006 to Australian universities
through the RIBG equalled A$199.9 million.

Australian Potgraduate Awards (APAS)

9.5

140. The APA Scheme provides block grants, on a calendar year basis, to eligible higher education
providers in support of training of higher degree by research students. APA scholarships are awarded

by institutions to students of excepial research potential undertaking a Doctorate or Masters by
research degree. APAs are provided to assist wi

141. Awards are available for a period of two years for a Masters by research degree or three years,
with a possibleextension of six months, for a Doctorate by research degree. Award holders receive an
annual stipend and may also be eligible for other allowances. The total funding allocated by the
Australian Government in 2006 to Australian universities through the $éheme equalled

$93 million in 2006.

142. The Australian Government is introducing a new performdrased block funding scheme from

2007, the Commercialisation Training Scheme (CTS), which will support research commercialisation
training for domestic higherder ee by research (HDR) students. Tl
studentsdo, wild.l be exempt from payment of stude
undertaken as part of CTS training. Approximatehn$lion will be allocated to partigiating

Australian universities under the CTS each year.

143.The Government s new National Coll aborative F
initiative of the 200 B a c ki ng Au s i Budding audFsturédthroughiScience and
Innovationpaclage, is providing A$54million over seven years (20@56 to 201611) to targeted,

high return investments in world class facilities that will be accessible by researchers across Australia

and will enable fuller participation by Australian researcherherinternational research system.

NCRIS follows on from the major prograne of investments provided through the Sll and the MNRF
progranme.

144.In November 2006, the Minister for Education, Science and Training announced the allocation

of A$500 million of NCRB funds to develop national infrastructure platforms in nine areas of

research capability (bioolecular platforms; integration biological systems; characterisation;
fabrication; biotechnology products; national biosecurity network, optical and radinasiro

integrated marine observing system, structure and evolution of the Australian continent) and
provisional allocations, pending the development of investment plans, in three more areas (population
health and clinical data linkage; terrestrial ecosystarsearch network and platforms for

collaboration).

Establishing National Research Priorities

145, Australiads National Research Priorities were
were enhanced and refined in 2003 to take greater accotlna obntributions of social sciences and
humanities research. The National Research Priorities were identified by the Australian Government
through an extensive process of consultation as areas that can be expected to deliver significant social,
economic o environmental benefits to Australia, and where a whole of government focus has the

potential to improve research and broaden policy outcomes.

146. The National Research Prioritiae2An Environmentally Sustainable Australia; Promoting and
Maintaining Good lgalth; Frontier Technologies for Building and Transforming Australian
Industries; and Safeguarding Australia. These Priorities are broadly based, thematic and multi
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disciplinary in nature. Each of the Priorities is underpinned by a range of pgoalsthatprovide
focus and help flesh out the broad themes.

147.The National Research Priorities initiative,
Backi ng Au s initistive,iwasGestablished ds a new national research premiting

mehani sm to compl ement exi sti ngfgorveaasmeand.d lam pk
to setting priorities, all Australian Government research and research funding bodies are expected to
contribute to the Priorities, to the extent possible with&@irtmandates. Industry R&D programes

and university block grants are not included. Agencies are expected to enhance the scale and focus of
research effort in the Priority areas, by increasing the level ofimgttutional and intedisciplinary
collabaation, and by fostering networks of research activities.

Institutional research strengths

148. The adoption of national research priorities reflects an international trend for countries to pursue
targeted investment in areas of research strength that waldtannto competitive advantade the

Australian context, Research and Research Training Management Reports (RRTMRs), which were
introduced as part of the 198@owledge and Innovatiorforms, have been used as sdol

encourage universities to ad@pstrategic approach to the setting of goals and management of their
research and research training activities (among other objectieeghe 2005 RRTMRS, universities

were asked to provide research and research training performance informationsadfadesttified

areas of research strength, where they are competitive at local, regional, national and/or international

|l evel s, and to demonstrate their institutionds
innovation system.

Regional develpment

149. The Australian Government recognises that regional higher education institutions play vital
economic, social and cultural roles in their local communities (see Chapiéreg)generate

employment and contribute to the development of regional Aisstiidie Regional Protection

Scheme was introduced to help protect designated regional universities from losses of income arising
from the 199Knowledge and Innovatiomforms to the funding of university research and research

training The Government hasontinued this support, aimed at assisting regional universities to build
their capacity to carry out r esealhaesbhemmetisat i s of
capped at A$3nillion per yearadjusted over time (see Section 4.3).

Research impartnership with industry

150. There has been a concerted push by the Austr@baernment to encourage universities to
work in closer collaboration with industry and business to foster innovdtis is discussed further
below.

5.6 Assessing the quality ad effectiveness of research

151. The current higher education policy framework provides for the assessment of the quality of
research through a number of mechanigvtest of these mechanisms rely on broad assessments of
quality or proxy measures of quality, uas research inputs and outputs, rather than direct measures
of the impact of researcihe AustralianGovernment is planning significant reform in this regard and
this is described further below.
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Broad assessments of quality

152.In 2004 the Australiasoverrment introduced a new accountability framework for publicly
funded institutions called the Institution Assessment Framework (Bg€Section 8.3)The IAF
produces an acrosse-board assessment of institutional achievements, including in research and
research training, based on quantitative and qualitative data from universities and externallsources
examines overall performance in relation to higher delgyeesearch student load, research income
by source of funds, researabtive staff and qualifations of higher degrd®y research student
supervisorsandexamines performance for each distinctive institutional research strength identified
by the institutionIn preparation for the IAF process, each instituttan berequired to prepare a
Researb and Research Training Management Report (RRJItd&includes qualitative and
quantitative information about its research planning and perform&hedAF does not impact on
funding.

153. The Australian Universities Quality Agency conducts audits of Auatralhiversities every five
years(seeSection 9.5)The audits focus on assessing performance against the ins@udion stated
objectives and strategic priorities, including in the area of research and research fFamiagdits
utilise both qualithve and quantitative methods to assess the univésgffectiveness in defining its
distinctive research profile, setting aligned strategic goals and taagdtsmplementing strategies to
achieve those goals and targets. Audit outcomes do not impamdingbut institutions are required
to report on how they address recommendations.

Current input and output measures of quality

154. As previously described, performangoased block funds in support of research and research
training usemeasures thatre poxies of quality Researchricome derived fromh u s t r ratiomala 6 s
competitive researcfrantschemes acts as a proxy measure of quality by virtue of thegquesw,
whichis a key tenet in thassessment of research propadatome derived from busise and

industry acts as a proxy measure of the quality of research and its commercial apgia#ion
broader utilisation.

155. Research publications measures are-pegewbasedand, similarly higherdegree by research
student completiagcan be viewedsaan indirect proxy of research quality, given it includes
judgement of the quality of studentsd major res

Proposals for the future assessment of research quality and impact

156. The Australian Government is committed to ensuringhsources provided to carry out

research are directed to areas of research excellence that generate wider benefit to society. A clear
rationale for examining the quality and impact of research is that high quality research has the best
chance of successn a gl obal mar ket to ensure a further o
Australian Government has therefore decided to implement a Research Quality Framework (RQF)

that will enable a more consistent and comprehensive approach to assesgirajjthhand impact of

research undertaken in Australian universities.

157.In December 2004, thbenMinister established an Expert Advisory Group (EAG), chaired by
Professor Sir Gareth Roberts who led the-wilde review of research assessment, with the twief

develop a preferred model fon RQF in consultation with the higher education sector and publicly

funded research agencies. In December 2005, the EAG releaBedhitadvice(DEST, 2005€e) on a

preferred model for the RQF . Following the releaséefinal Advicethe Minister established the

RQF Devel opment Advisory Gr oup , DrlamPaacacleAC,tby Aust
further the RQF process. The RQF Development Advisory Group reported to the Minister at the end
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of Octoler 2006.0n 14 NovembeP006the Minister announced that the Australian Government will
i mpl ement an RQF in 2008 and r e Ree@asnendedR@QFe Dev el
(DEST, 2006)

158. The Development Advisory Group revised the preferred model developed bypbe Ex
Advisory Group as follows:

)l

)l

Research Groups: will form the unit of assessment for the RQF and will define the focus of their
research activities by-digit Research Fields, Courses and Disciplines (RFCD) codes and
appropriate key word descriptors.

Attribution: the research outputs and body of work listed by an academic during-yleaisix
assessment period will be attributed to the institution at which the researcher is employed at the
time of the Staff Census Date (31 March 2007), not at the timaedfiption/publication of the
outputs.

Quality assessment augmented by metrics: the peer review assessment process will be assisted by
the inclusion of relevant and appropriate quantitative measures of research quality which will be
appliedtoa Research@@ 6 s fibody of worko (that is, the f
the full list of research outputs for the Group). These measures may be a combination of generic

and panebpecific measures to be determined by the Assessment Panels and communibated t

sector through the RQF Guidelines.

Five-point assessment scale for both quality and impact: the RQF will produce separate
assessment and reporting for Quality and Impact, against-pdimerating scale for each.

Accommodating longeterm impact: wrk judged for impact must achieve agbhold quality

r at i n dmpact may l# delated to original research conducted in the preceding six years
provided the research can be shown to have a direct relationship with the research being assessed
for qualty.

An additional Assessment Panel has been created to better cater for the professional disciplines.

159. The RQF will still allow universities to choose the particular research groupings they wish to put
forward forassessment. Universities will provide @astice portfolios comprising the outputs of

eligible researchers within the nominated research grougtag$. Research Group must submit one
Context Statement as the foundation of its Evidence Portfolio, which includes:

1
1

information about the type, compasit and focus of the Research Group;

supplementary factual information that demonstrates the capacity of the Researdh @moup
example:

o the total number of research outputs organised by research category;
o0 evidence of collaborative activity;
o0 editorial orpeer review service to journals;

o the numbers of researdmly staff, Early Career Researchers and HDR student load and
completions;

0 HDR employment destinations (where known); and
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0 esteem indicators, such as the number of Fellows of Learned Academiessradi#n
Research Council (ARC) Federation Fellows;

T a statement of the Research Groupds competit.i
o DEST category 1,
0 international sources (peer reviewed only); and

1 information linking any previous research oétGroup to its impact in the assessment period.

160. The basis of the quality assessment for a Research Group will be:
1 the four best Research Outputs for each researcher in the Group;

T the full list of Research Outputs for the Group produced in thgesik asesssment period; and
1 the evidence of research quality provided as part of the Context Statement.

161. The basis of the impact assessment for a Research Group will be an Impact Statement of up to
10 pages, including:

1 an evidencdased statement of claims foet@roup against generic and pasgécific impact
criteria, including verifiable indicators in support of those claims;

T up to four case studies that il lustrate the G

T details of end users who can be contacted by AssessmentfPanelsv er i fy t he Resea
claims.

162. Evidence portfolios will be assessed by 13 disciplinary assessment panels. Assessment Panels
will have 12 members comprising Australian experts, a minimum of three international experts and a
minimum of threeendesr s. A five point rating scale wild.l b
Al mpacto. The results of the RQF will be report

163. The RQF will come into operation in 2008 (trials will take place in 2007), with the next RQF
exacise to be undertaken six years later in 2014, or earlier depending on the outcomes of an
evaluation following the first RQF. Under this timeframe, data gathering and assessment will take
place in 2008, with financial consequences to flow from 2009.

164. More broadly, research that is of high quality and impact depends on a number of factors,
including ready access to the results of other research. Research will have a limited impact if other
research providers, business and industry groups and the comamgnitnaware that the research

exists and are unable to access it. In the Australian research system, collective efforts are iinderway
by Government, institutions, organisations and individudatschange practices in managing research
outputs and infretructure. This will enable those outputs to be discoverable, accessible and shareable.
The aim is to improve the quality of research outcomes, to reduce duplication and better manage
research activities and reporting. These efforts, collectively refesrasithe Accessibility

Framework, are being supported by Australian Government funding for technology demonstrator
projects and enabling infrastructure, for example, to support the development of state of the art
institutional repositories to store datadascholarly publications. Developments related to

accessibility complement the RQF initiative.



165. Existing investments in research infrastructure are also providing the foundations for improving
Au st r adseaaldcapaldlities. Arresearch CoordinatinCommitteenvas established in April
2005tasked with developing anresearch strategic framework (broadly modelled on the United

Ki n g d eSuiénse indiative) andhich reportedn April 2006. Eresearch uses advanced
technologies to improve accessdand management of, research data and provide better remote access
to major research facilities, a key issue for Australian researchers. As such, the development of an e
research strategic framework is regarded as an important underpinning elemensdiccéssful
implementation of the National Collaborative Research Infrastructure Strategy, the RQF and the
Accessibility Framework.

5.7 Changes in research funding and effort
Research funding

166. Research and innovation policy reform has been a significarg fifdhe Australian
Governmensince 1999Total AustralianGovernment funding to the higher education sector through
the ARC, performancébasedlock funding and other support mechanisms increased by 40% in the
10years from 1996 to 2006om A$L6 billi on to A$226 billion (seeFigure5.3 in annex)

Universities have also benefited from substantial increases in Aust&lisstnment support for

R&D through the Health and Ageing portfalibotal funding to the NHMRC and other health
progranmesmore than dubled from A$167 million in 1996 to A$432 million in 2006.

167. The 199%Knowledge and Innovatioeforms introducegerformancenasedormula funding for
university research block grant funding schemes, including research training allocations, in order to
enmurage a diverse higher education system and reward performance as measured by research
income, research student enrolments and completions and publi¢BiE®s, 1999)

168. The reforms also included a significant reorganisation of fRE€ And its national @mpetitive
grantsprogramme The role of thecouncil in linking university research with the national innovation
system and with business and government was strengtiidredational competitive grants
programmewas restructured into two key elemeritie Discoveryelement of thgprogranme

recognises the importance of Austréianiversities as major sources of fundamental research,
dedicated to the creation of knowledge, within a wider framework that encourages links with users of
the researchl he Linkage element addresses impediments to national and international collaboration
necessary for Australian research to contribute to a strong and vibrant knowledge ed¢bisomy

aimed at ensuring better collaboration with researchers in other universitiasrassl the innovation
system, particularly with industry and business.

169. TheBacking Australié Abilityi An Innovation Action Plan for the Future 20BAA)

initiative was introduced by the Australian Government in 2001, to promote science and innovation
(DEST, 2001)The initiative was the largesA$3 billion over thdive years 200492 to 200506) and
most comprehensive set of measures ever put in place by an Australian Government in support of
science and innovatioBAA included significant increases funding for university research: a
doubling of funding for the national competitive research grants administered bR@eaA

increase of A$337 million over five years for the existing Research Infrastructure Block Grants
Scheme; and an extra A$246 hah over five years for the Systemic Infrastructure Initiativalso
included funding for an Information and Communications Techndli&jiy) Centre of Excellence

and a National Stem Cell Centte addition to supporting R&D, the Action Plan contaimegumber

of initiatives aimed afthe commercial application of idggsliscussed further below)

170. Backing Australié Abilityalso introduced the Postgraduate Education Loans Scheme (PELS)
which extended the concept of income contingent loans to poggjeacbursework students in a
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similar arrangement to that already available for undergraduate students in the form of the Higher
Education Contribution Scheme (HECBELS has now been subsumed by theFIHEP scheme
(see Section 7.3)

171.1n 2004, the Austiaan Government announced an extended pacBag&ing Australié Ability
i Building our Future through Science and Innovatiotalling A$5.3 billion over seven years from
200405 (DEST, 2004h)This package contained a number of commitmentsjdingmantenance
of the doubling of funding to th&RC to 201011, increases to the Research Infrastructure Block
Grantsprogranme of A$555 million to maintain support at 20 cents for each dollar of Australian
competitive research grant income; and substintiareased funding for the ICT Centre of
Excellence.

Research effort

5.8

172. The distribution of higher education research effort by field of research, as measured by
percentage of total R&D expenditure, remained relatively constant ove0 flears from 1992 to
2002, however the sciendxased fields increased their sharddoyr percentage points, while the non
sciencebased fields decreased their share by the same amouRtgseeb.4 in annex)The medical
and health sciences continue to be the single figlacéing most research effort (25% in 2002),
followed by the biological sciences (12%), engineering and technology (11%) and agricultural,
veterinary and environmental sciences (7%).

173.In thelOyears to 2002, the higher education sector reported a sagifiecline in the

percentage of R&D expenditure directedrnion-oriented researét{seeFigure5.5 in annex)This

may reflect a change in research behaviour, but may also be the result of enhanced university data
collection systemdn 2002, research fefirt was principally directed towards the following socio
economic objectives: health (28%); noniented research (21%); social development and community
services (10%); environment (6%); manufacturing (6%); economic framework &6#nformation

and canmunication services (5%).

Policies and methods to stimulate research competition

174. Currentperformancebaseddlock funding grant schemes act to put universities in competition
with each other for research funding

175. In addition to universities, the Auatian Government directs R&D funding towards a number of
major publicly funded research agencies (PFRASs), including the Commonwealth Scientific and
Industrial Research Organisation (CSIRO), the Australian Nuclear Science and Technology
Organisation (ANSTQ)the Defence Science and Technology Organisation (DSTO) and the
Australian Institute of Marine Science (AIMS)hey are funded by the Government through triennial
funding agreements and are major contributors to the national researcHre#26@2, forexample,
CSIRO had 6,400 staff, with more than 1,700 holding PhDs and CSIRO ranks in the top 1% of the
worldé scientific institutions in 11 of 22 disciplinary fields of reseaii¢te FFRAs conduct much of
their research in partnership with universitiesval aswith other science agencies and private
companiesThe Government has recognised, however, that a strong national innovation system will

require greater efficiencies and coherence, with stronger collaboration between universities and other

researb agencies.

176. In the Governmei@ recent review of higher educatjicghe Crossroads Revievgome
universities argued that Australi@overnment research fundidgectedto the PFRAs should be
opened to greater competition and made accessible to uniwersitie
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5.9

177. The Government, however, has focused its attention on increasing collaboration between
universities and other publicly funded research agencies and has commissioned a humber of reviews
on this topic The Review of Closer Collaboration between Univeesitand Major Publicly Funded
Research Agencigkr examplejn 2003examined models for closer collaboration,

commercialisation and funding, to improve research outcomes from more efficient use of resources
through enhanced critical mass and strengtharstitiutional performancéDEST, 2004¢)The

Review findings supported the maintenance of the current differentiated approach to funding
universities and PFRAs via existing block funding arrangem&hiesdevelopment of a systemide
performance measuremeystem for PFRAS, universities and other scidraged organisations to
enable the comparison of research and fungingranmesand outcomewas also recommended,

along witha greater emphasis ®overnment policy on ctocation of universities and PFRA

178.1n 2003, the Government also established a taskforce to develop a nationally integrated research
infrastructure strategy to apply to public higher education institutions and PFRAs. ThBkddg

Aust r al iiaBaildingAud Futuie thspough Sciep and Innovatiopackage constituted a

response to these reviews, including A$542 million over seven years for the National Collaborative
Research Strategynderthes r at egy, the Australian Government ¢
being focussed ifi2 areas of research capability. The priority areas for investment were identified

through a national coordinated process. The investment proposals (of which nine have been

completed so far) are being structured to encourage collaboration among unévansitgpovernment,
independent and private sector research organisations

Stimulating co-operation between higher education and industry

179. Government policy in Australia has placed substantial emphasis on stimulating collaborative
research between higheducation and industry.

180. The Coeoperative Research Centre (CR&Zygrammewas established in 1990 to improve the
effectiveness of Australia research and development efftirtinks researchers with industry to
focus R&D efforts on progress towards utili®n and commercialisatiomhe close interaction
between researchers and the users of research is a key featuneroftheme. Another feature is
industry contribution to CRC educatipnogranmes to produce industrseady graduateg-ollowing
the latest selection round in 2004, there were 72 CRCs operatisig §®ctors: environment,
agriculture and rural based manufacturing, information and communications technology, mining and
energy, medical science and technology, and manufacturing techn®ingg the commencement of
the CRCprogranme, all parties have committed more tha#9.6 billion (cash and #ind) to CRCs
This includesA$2.2 billion from the CR@rogramme, A$2.6 billion from universitiesA$1.8 billion
from industry and more thak$1 billion from CSIRO These figures do not include commitments
made in the 2004 selection rourddrecent study of the economic impact of CRCs conservatively
estimated that for eve$1 spent by the Australian Government on the @R@ramme, GDP is
cumulatively A$0.60 higher than it would have been had &t instead been allocated to general
government expenditur@llen Consulting Group, 2005)

181. As noted above, the ARC also supports collaborative research projects between higher education
researchers and ingtry. The ARC Linkaggprogranmeis a competitive research grant scheme that
encourages lonterm strategic research alliances between universities and industry, fosters
opportunities for postdoctoral researchers to pursue internationally competitivemdaea

collaboration with industry and provides industmjented research trainingjo be successful in

winning ARC Linkageprogranme grants, industry musiontributeto the projectFor the 2005

funding round, the ARC allocated A$59 million, comparedwridustry cash contributions of A$32

million and inkind contributions of A$52 milliodARC, 2006)
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5.10Collaboration between universities and publicly funded research agencies

182. Australiabés universities and ipeddythe @SIRD) f unded
cooperate on research and development activities through a number of mechanisms and programmes.
As a review of closer collaboration between universities and major PFRAs found in March 2004,
individual researchers in the institutions typicallygage in extensive collaboration. This

collaboration is often facilitated by a number of collaborative research programmes that bring together
researchers in both the public and private sectors, including:

1 Cooperative Research Centres

1 Rural Research aridevelopment Corporations

T Australian Research Council Linkage Programmes

1 National Health and Medical Research Council programmes.

In addition, PFRAs have specific programmes that afford opportunities for collaborative research with
universities, mostnotapl t he CSI RO6s Nati onal Research FIl ags
leading Australian scientists, research institutions, commercial companies, CSIRO and selected
international partners.

5.11The role of higher education in innovation and knowledge transfr

183. A key focus of Australian policy developments over recent years has been on enhancing the
capacity of universities to contribute more actively to innovation and knowledge transfer through the
commercialisation of theintellectual propertylP). While it has been common for many years for
universities to have commercialisation offices or companies, commercialisation of IP has until

recently been seen asecondary priority compared with the core teaching and research missions
While some universitiesave been in a position to provide their commercialisation arms with the
guantum of resources necessary to facilitate successful commercialisation of IP, the research budgets
of many universities are too small to justify the investm&hére is a growingiew in Australia that

smaller universities need to share resourcémpooveaccess to commercialisation support and

expertise There are already signs that universities are collaborating in this area, with the University of
Wollongong entering into an@angement with the commercialisation arm of the University of
Queensl and, Uniquest, to cooperate in the appl:i
expertise and resources.

184. In another significant development in the commercialisation of IP istrialia, the
commercialisation arms of two of Australiads | e
and University of Melbourne) created Uniseed, agmed and seed venture fund, in 200is

bridgedthe gap between research in the two arsities and the commercial community of venture

capital and investmen®ince then, the University of New South Wales and Westscheme (a Western
Australian superannuation scheme) have joined t
resources. Unisel now has a reported A$61 million under management.

185. A similar, smaller joint venture involving the Australian National University, the Government of
the Australian Capital Territory arasuperannuation fund was established in early 2005
partnershighas A$20 million available for investment.

186. Looking beyond the commercialisation of IP, Australian universities have increased the
proportion of their research funding derived from fgmvernment sources in recent years. Business
as a source of funding foniversity research activity increased from arot$$4m in 1994 to
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A$243m in 2004. This is around 6% of higher education research funding from all sources, but
business sources have increased their contribution to university research expenditisevel rate
ahead the overall increase in total university research expenditure in the same period.

187. The Australian Government announced a®eed Fungrogranme, as part of th8acking

Australiads Ability éhe commercial application of idégkheme, to help theommercialisation of

research and development undertaken by universities and public sector research. ddpencies
progranme encourages the private sector to take a more active role in funding and managing the
commercialisation of research from those tngittns The PreSeed Fungirogramme has established

four earlystage venture capital funds to invest in projects or companies spinning out from universities
or government agencigshe funds are managed by venture capitalists experienced in research
commecialisation and the development of sustainable businesses.

188. In addition, the Commercialising Emerging Technologies (COMEdyranme facilitates

innovations developed by individuals, small Australian companies and reseagrtthegach their
commercial ptential by providing the inventors with advice and financial assistance to plan their
commercialisation, to attract capital for their project and to establish strategic partnerships to take the
innovation to marketAdvice is provided through a network jpfivate sector business advisers and
financial assistance is available to subsidise access to service providers in marketing,
commercialisation, intellectual property and business planning.

The Commercial Readyrogrammeis targeted at Australian smallteedium enterprises and is

aimed at encouraging the growth and successful innovation of Australian companies by increasing the
level of research and development and pafefoncept and eargtage commercialisatiokvhile the
progranmeis not targeted dily at universitiesit helps support technology transfer to small and
medium enterprises.

5.12 Science and Technology PolieiMaking Framework
Australiads I nnovation system

189. Innovation policymaking in Australia takes place in the context of the broamt@viation

system. As represented in the diagram at figure X, the Australian innovation system is highly
integrated both with external social and economic structures, and internally, with numerous linkages
between stakeholders. Government advisory andideanaking bodies therefore take into account
different portfolio interests and responsibilities, public and private sector interests, existing innovation
structures and different funding sources when forming policy. Crucially, policy deliberation takes
place in the context of broader economic conditions and desired social and economic outcomes for
policy formation thais appropriate to a diverse range of activities.
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Figure 6.1: The Australian Innovation System
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Centres of Excellence

190. Australian Research Centre (ARC) Centres of Excellence build collaborative activity together
with scale and focus. The program@aims to:

1 undertake highly innovative research atfitrefront of developments within areas of national
importance, with a scale and a focus leading to outstanding international and national regognition

1 enhance the scale and focus of research in areas designated as national research priorities
i promotereser ch t hat will enhance Australiabds futur

T link existing Australian research strengths and build new capacity for interdisciplinary,
collaborative approaches to address the most challenging and significant resaaerhg
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f build Australiabds human capacity in a range o0
and abroad, researchers of high international standing as well as the most promising research
students

1 provide highquality postgraduate and postdaral training environments for the next generation
of researchers in innovative and internationally competitive research

9 offer Australian researchers access to wollss infrastructure and equipment, and to key
research technologiges

1 develop relatiortsips and build new networks with major international Centres and research
progranmesthat help achieve global competitiveness and recognition for Australian research
and

9 establish Centres of such high repute in the wider community that they will sgromessof
interaction among higher education institutions, governments, industry and the private sector
generally.

191.Centr es ¢ on s brgertermiavedtniert strateyZid esearch, enabling continued
support for productive researd® ARC Centre®f Excellence have been funded, with a further three
co-funded with other Australian and State Government bodies and other agencies. The Centres act as
a focus for research activity in their fields of expertise and have attracted researchers of iraernation
standing. They cross all disciplines and many operate in identified National Research Priority areas.
All are expected to engage with potential research users and collaborators and to conduct research of
international standard. Examples of recently fohdentres are:

1 Centre for AntimatteMatter Studies

1 Centre for the Coherent-Ray Scienceand

1 Centre for Innovative Science for Sustainable Management of Coral Reef Biodiversity.
5.13 National legal framework

192. Australia offers a full range of measuregptotect intellectual property including patents, plant
breededs rights, copyright, trademarks and desigRsAustralia is theAustralianGovernment agency
responsible for granting IP rights.

193.1n 2001, the ARC, NHMRC, thAVCC and a number of other peadies and government
agencies jointly issuedational Principles of Intellectual Property Management for Publicly Funded
Research Guideling®\RC et al, 2001) These guidelines assert that, recognising the Common Law
rights of research institutions as doyers, the ownership and associated rights of all IP generated by
NHMRC and ARC supported research will initially be vested in the research institutions
administering the grant$he guidelines also assert the need for institutions to have IP policies in
place for determining the subsequent ownership and/or assignment of IP rights and for defining the
way in which benefits from the development and exploitation of the IP will be allocated.

194. Almost all Australian universities assert ownership of IP creatabddiystaff The most

common policy position within Australian universities is one whereby returns are equally shared
between the inventor, the commercialisation arm or company and the univimsityniversity of
Melbourne has recently adopted a verfyedent policy position, whereby ownership of all IP is
assigned to researche®me commentators have raised concerns that this approach has
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accountability problems as institutional oversight of the commercialisation of publicly funded
research is weaknd researchers lack the time, expertise and funds to commercialise their research.

195. A recent report jointly commissioned by tA¥ CC and the Business Council of Australia
signalled the need for a clearer national policy or framework on the ownership amglemmemt of IP
policies in publicly funded research institutions, particularly univergifiden Consulting Group,
2004) It identified three issues that are causing concern

196. First, unlike the United States and elsewhere, Australia does not have exparine
exception provisions in Australian patent legislation, thus inhibiting research and development in
Australia

197. Second, one State Government has introduced legislation requiring universities to develop
guidelineghatapply to the development of mwnercial proposals and to maintain a register of
commercial activities in order to be granted exemption from a requirement to obtain the approval of
the State Treasurer to incorporate a sgfrcompanyor to enter into a joint venture arrangemditite

Stae AuditorGeneral has also expressed a view thatersity governing bodies should approve all
commercial activitiesThese provisions introduce time delays, administrative burdens and concerns
from commercial partners abatdnfidentiality, whichare peceived to inhibit the commercialisation

of IP.

198. Third, some universities, due to clauses in their origistdblishindegislation, are constrained

in their commercialisation of IP by the requirement to seek approval from their governing body or
notify their State Education Ministe®nce again, this is judged to lead to detrimental time delays and
loss of confidentiality.

199. The 2004Review of Closer Collaboration between Universities and Major Publicly Funded
Research Agencigscommended that thdational Principlesof Intellectual Property Management
for Publicly Funded Researdie reconsidered, including ways to publicise the Principles and
encourage their utilisatiofpEST, 2004c)



6 ACHIEVING EQUITY IN  AND THROUGH HIGHER E DUCATION

6.1 Introduction

6.2

200. This Chapter identifies the policies through which the Australian higher education system helps
to advance national equity objectiviirovides evidence of the link between the system and equity
goals specifically with respect to participation of targetqdity groupsThe Chapter sets out the

context for equity policy developments and then provides an account of the progress of identified
equity groups that have been the subject of a range of policy initiatives over R@ylaats Recent

and current @vernment programesto address the low access and participation rates of
disadvantaged groups are then examifié@ major observations from this Chapter are that

improving participation continues to present a major challenge to Government and higla¢ioeduc
providers

National policy for equity in higher education 19942005

201. The development of progranesand the provision of funds to universities specifically to assist
disadvantaged students has been part of atkmng concern by governments abmequality of

access since the 1970s (Anderson and Vervoorn, 1983; NBEET, T@@&urrent higher education

equity policy framework was essentially set out in 1990 in the publicAtieair Chance For AllThe
overall obj ect i v eraliana Ssomtalbgrodipsin societydave thesopportnitystd
participate successfully in higher educatidhis will be achieved by changing the balance of the
student population to reflect mor(PEET, 199G R v t he

202. Specific equity groups were identified as being significantly unejgresented in higher
educationThese groups have been the focus of national monitoring and have determined the
allocation of Commonwealth fundBhe six groups identified in 1990 veer

people from soci@conomically disadvantaged backgrounds;

Aboriginal and Torres Strait Islander people;

women, particularly in notraditional courses and postgraduate study;

people with disabilities;

= == =4 a4 -2

people from nofEnglish speaking backgroundsgNB); and,
people from rural and isolated areas.

203. It was intended that institutions would develop their own equity plans building on the national
objectives Universities were required to provide the Government with annual equity plans outlining
strategis for improving the access, participation, success and retention of these designated groups of
studentsl nsti tutions were asked to figive attention
disadvantage within their own student population and oatclh area and to their own areas of

excellence in achieving equitlf was believed that this approach allows national needs to be
reflected, yet still Il et s | DEET, 1990fpilb@bectives) dr e s s
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targets and stratezs were set for each of the defined equity groups, although it was not intended to
limit institutions to these strategies or objectives but to maintain a dynamic approach to equity, based
on institutional profiles and national goals.

204.1n 1994, definitionsperformance indicators and reference values for each equity group were
developed and set out in the publicatiegquity and General Performance Indicators in Higher
Education(Martin, 1994) The indicators used for monitoring performance at institutitvel are:

9 access (the proportion of the equity group among commencing domestic students);
1 patrticipation (the proportion of the equity group enrolled among domestic students);

1 retention (the proportion of equity group students whemel| at an institiion in a given year
compared with the students who were enrolled in the previous year, less those students who have
completed their coursegnd

9 success (the mean student progress rate for the previous year for the equity group, this being the
proportionof units passed within a year to the total units enralled)

205. To monitor performancat the national and institutional leyekcess and participation indicators
are generally referenced against the proportion of people in the equity group within Austaih o
Retentionandsuccess are referenced against all other studetite national or institutional level as
appropriatelndicators are reported as percentages or ratios as appropriate

206. In 2003, equity was one of the four principles underpinnieginr Universities: Backing

Aust r al irefdrm paékage, the @hers being quality, sustainability and diversigygoal of

the current Governmentods higher education equi't
education for all Australi@s, with a particular focus on assisting groups experiencing significant
educational disadvantage. TiRational Higher Education Equity Framewakbased on the

assumption that there are factors or characteristics which, for certain social groupsadckistto

and ability to succeed in higher education

207. An individual is educationally disadvantaged if their prior educational experiences have resulted
in their not having the educational gejuisites to gain admission to a course or not having tref bel

or knowledge that higher education is an option for them, even though they may have the ability to
undertake higher educatiofhere could be any number of reasons for this:ammpletion of senior
secondary school, the quality of schooling receiesdjlability of employment opportunities, family
aspirations, socieconomic status, health issues and so on.

208. It would be difficult to capture all causes of educational disadvantage in any one set of
definitions or target groupSince the benefits of higr education are significarfidr bothindividuals

and communities, the equity framework assumes that the-tgygiersentation of certain identifiable
groups of students reflects the educational disadvantage theyAlggmeeralised approach which

targes these underepresented groups, on the basis of their shared characteristics, is continuing at the
national level, in terms of developing national policy and allocating funds, as well as at the level of
institutional planning and prograneimplementation

209. As indicated above, the current equity target groups were first designated in 20B&im

Chancefor All, and broadly followed the disadvantaged social groups identified during the mid 1970s
in the schools sectofhey include only domestic studenBata collected from students at enrolment

is used for classification of group memberslkiipllowing a review of equity groups conducted in

2004, the targegroup of women in notraditional courses was replaced with the broader equity
objective of overconmg educational disadvantage associated with gender.
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210. Until 2003 institutions were required to submit an annual Equity Plan as part of the Educational
Profiles process (see Section 8B)is contained some elementsptdng but was largely a report on

past activities and achievemenBuring 2003 there was an extensive consultation process with
university representatives to find ways to reduce the reporting burden on institutions, while still
satisfying Government accountability requireme8iace 2003institutions have been asked to

provide an Equity Update, commenting on significant developments or differences from previous
yearso6 reports

6.3 The patrticipation of equity target groups

211. Analysis of equity performance over past years supportsthe Gozemnmé s concern t ha
renewed focus on improving access is necessary (CSHE, 200213 While the number of

students in the defined equity groups has increased, their share of total enrolments has not improved
significantly.

212. Table 6.1 in the annex shie the relative performance of these groups (except for Indigenous
students) in 1991, 2002, 2004 and 2005. The number of students from equity groups who are
participating in higher education has increased significantly overall, as has the number of higher
education students. Against the domestic student population, the proportion of students with
disabilities has increased significantly while the proportions of the other equity groups have declined.
Overall, once enrolled at university, students from equrityips have tended to achieve success and
retention outcomes comparable to that of other students, indicating that increasing access continues to
be the key issue for improving equity outcomes. The composition and progress of each group follows.

Studentsfrom sociceconomically disadvantaged backgrounds

213. Socioeconomic background is measured by the postcode of the permanent home address of
studentausing thefour-digit code that identifies urban and rural districts for mail deliveded to the
AustralianBureau of Statistics (ABS) Index of Education and Occupafibrhustralian postcode
districts are classified using an index of low, medium and high -smtnomic status derived from
national census dat#ihis equity group is defined as those whose hpastcode falls within the

lowest quartile of the populatioAs Table 6.1 in the annex shows, the number of students from
sociceconomically disadvantaged backgrounds remained relatively 18@0%& Although theoverall
number of students at universitythis group increased from 19912005 thdr proportion of all
domestic studentshowed a slight downturn over that period

214. People from lower socioeconomic backgrounds are defined as 25% of the national population,
yet occupyjust overl5% of universiy placesPer capita estimates suggest that only five people from
lower socioeconomic backgrounds attend university for el@people of medium or higher
socioeconomic backgroundehey are particularly undeepresented in award courses and in courses
leading to professional qualificatiarhis degree of inequity has remained relatively stable for over a
decadeThe effect of low SES is compounded for people who are also from rural or isolated areas as
well as for Indigenous people.

Students with disaibities

215. People with disabilities clearly experience disadvantage in accessing higher education, though to
varying degrees, and institutions can incur significant costs in supportingThengroup is seif

identified by students on enrolment, throughesps es t o t he question O06Do vy
may af f ect Dgataanstudsntswithidisabiltiés were not collected before.1988e

access for students with disabilities has increased in recent years, they remane presdented

Stucknts with disabilities compriset®s of all higher education students in 30Qp from2% in 1996
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Students from a norEnglish speaking background

216. Students from noiznglish speaking backgrounds (NESB) are defined as students born overseas
who arrived in Australia less thahO years ago and wHive in a home where language other than
Englishis spokenThe classification is based on information provided on enrolrii&etparticipation

rate for people from neknglish speaking backgrounds (NESB) increasi 1995, reachin§%,
comparedvith the population reference value%8f (derived from the 1991 Censub) 2005 the

group comprised justnder4% of the domestic student population

217. The NESB category is problematic in that it covers a wide varfgigaple from many different
cultures and language backgrounds and with varying educational qualific&lioce thehigher
educatiordefinition of NESB include®nly those whdave arrived in Australia within the pa<€

years, it is likely that movementn immigration patterns over the years have played a part in
changing access ratéor instance, an increased emphasis on skilled migration could be expected to
result in more highly educated recent arrivals, while people admitted to Australia on @erman
humanitarian visas may be educationally disadvantagezte is also considerable variation between
States and regions in terms of the size and composition of local NESB comm@hisirges in the

age distribution for the NESB group can occur quickligich is not the case for the other defined
equity groups.

Males and femalef non-traditional areas of study

218 Womends access and participation have increas
nontraditional areas of studyround 55% of cormencing undergraduates are now female, slightly

above their population share of 528omen are the only group for which targets by field of study

were setAt the time ofA Fair Chance for Allthis was seen as a way to minimise inequality in the

labour maketi for the benefit of women and for the economy as a wik@male participation has
reached the targets -tsredadiithi Ad®®I1106 fforelspecoff i ®tdu d
at the time was less than 40% date, targets have beentrimeall broad fields of study except in

architecture, though current enrolments are close to the.té/bae the target for engineering has

been metthe participation rate of women is still relatively lo#b@o of enrolmenjsin recent years,

the low mrticipation of women in the information technology field has also been monitored (currently
around 24%).

219. With respect to higher degrees, in 1996 women comprised 40% of domestic students
undertaking higher degrees by research and 44% by cours@h@kose to 51% and 54%

respectively in 2004~ollowing the review of the Highdtducation Equity Program in 2003, women

in nontraditional courses of study ceased to comprise an equity group for funding or reporting
purposesThe successor prograne, the Highe Education Equity Support Program, includes

provision that funds may be used to assist in overcoming educational disadvantage associated with
gender

220. TheGo v e r n mdew bfé@guity groups in higher education in 2@0®4 decided against
monitoring andsetting targets for participation of males in ricaditional areas of study, specifically,
nursing and teachinpecausédow participation rates for men in ndraditional areas of study relate
to labour market choices rather thasueof educational idadvantage.

Students from rural and isolated areas
221. Studentsn this equity group are those whose home address is identified as rural or isolated

according to the Rural, Remote and Metropolitan Areas Classification derived from population
density data angroximity to large cities based on census and other data. In 1991, rural students made
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up 18.4% of the domestic studentmbers. This declined to 16.9%2005. Over the same period,
isolated students declined as a proportion from 1.9% to E2#everyl0 urban people who attend
university, six rural/isolated Australians on a per capita basis can be expected to do so. The isolated
group is one of the most undepresented groups in Australian higher education and also
experiences poor retention ratesr Many, the educational disadvantage of distance and isolation is
compounded by also being from a low SES background (See also Chapter 4)

Indigenous Students

222. Indigerous students represented 1.2% of domestic students in 2005. Figure 6.1 in the annex
shows commencing and total Indigenous students for 1994 to 2005 and award course completions by
Indigenous students for 1994 to 2004

223. Examination of the changes underlying the reduced number of Indigenous students in higher
education shows that the largestmdases occurred for students undertaking courses below the
bachelor degree level, with 390 fewer studenthese levelsNssociate Degree, Advanced Diploma,
Diploma, Enabling courses and Other slegree award courses)

6.4 Higher Education Equity Programmes
Higher Education Equity Program

224. The Higher Education Equity ProgramEEP) was reviewed in 2004 as part of far
Universities: B a ciritiativegto eAsurs that equity fandlisg refaited foceised on
groups experiencing significaatiucational disadvantagk research reponalysis of Equity

Groups in Higher Education 1992002was commissioned and informed a discussion paper which
was circulated for public comment (CSHE, 2002; DEST, 20DEST, 20049. Essentially, HEEP

was ref@used to a programethat aims to improve outcomes by linking funding more clearly to
performanceThis is in line with a more general trend towards performdmased funding in other

aspects of higher educatiorhe issues of how performance outcomesafmed and measured,

given the policy focus on barriers to access, and how equity groups or target groups are identified for
reporting and funding purposes, given the policy focus on significant educational disadvantage, were
raised in the discussion pape

225. The 2004 review resulted in the development of two new pragesinthe Higher Education
Equity Support Program (ESP) and the Higher Education Disability Support Program (DSP)

Higher Education Equity Support Program

226. From 2005, allocations under thdigher EducatiorEquity Support Program (ESP) are not
comparable to those under HEEP in 2064005, performanebased funding for students with
disabilitiesbecamea component of the Disability Support Program (DS®lpcations are now driven
entirelyby enrolments, retention and success of students from low SES backgrounds, with a
weighting to low SES students from rural and isolated backgrounds, rather than being based on the
performance of all designated equity groups that applied under Hii&édtion, funds available

under ESP are significantly higher than ththee wereallocated under HEEP in 2004

227.1n 2006, A$11 million has been allocatedder the Higher Education Equity Support Program to
Table A higher education providers. Providers marthg funds in accordance with guidelines issued
under theHigher Education Support Act 2008Ilocations are based on the performance of students
from low SES backgrounds, with a weighting to those from rural and isolated Rire@sers have
flexibility to target assistance where most needed to enhance access and pariidipattEnts from
low socieeconomic backgrounds, students from rural and isolated areas, and students from non
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English speaking backgrounds addition, providers may implement asres that assist in
overcoming educational disadvantage associated with gédraezceiveESPfunding, institutions
must meet minimum eligibility criteria, including:

T runmningoutreach programesto attract equity group students;
offering specialised gpport services for enrolled equity group students;
1 offering Commonwealth Learning Scholarships; and
9 offering acomplementary institutional equity scholarships prognam
Higher Education Disability SupporProgram

228. Since2005, disability funding has ba consolidated into the Higher Education Disability
SupportProgram (DSP)In 2006, A¥ million has been allocated under the prograwmwhich
comprises threeomponents:

1 Additional Support for Students with Disabilitipogram;
1 Regional Disability Liaien Officers (RDLO)initiative; and
1 performancebased disability support funding.

229. The programmerecognises that, while universities are responsible for meeting the needs of
students with disabilities, the provision of support for some students with rggbupport needs is a
significant and growing cost to universitiétigher education providers may apply for funding

support to assist with high costs incurred in providing educational support and/or equipment to
students with disabilities with high costeds This may include providing transcriptions or

audiotapes of lectures, preparing resources in different formats, the use of interpreters or the provision
of special equipment.

230. The network of Regional Disability Liaison Officers is hosted by univessiti¢0regions of

Australia This initiative aims to improve access to postmpulsory education for students with
disabilities by assisting in their transition from school to study, whether higher education or
vocational education and trainirgnd fromstudy to work Funding of over A$800,000 pannumis
allocated to this initiativel ogether with the Disability Coordination Officer (DC@pgramwhich
commenced in late 2002, a national netwluaik beerreatedThe DCO program is funded through

the Industry Skills Development Group of DEST and officers are based in a range of host institutions,
including universities, TAFE institutes and commu#igsed organisationEhe DCO program does

not form part of the Higher Education Disability Supgedgram.

231. One difficulty with the current framework for disability support is that data on disability is based
on selfidentification Students who have identified as having a disability at enrolment may or may

not experience a significant disadvantage or reqpeeial assistance or experience a significant
disadvantagdt is also true that not all students with disabilities who approach the institution for
special assistance have identified themselves at the time of enrolment as having a disability, so they
arenot counted as such in the statistical collection for DSP allocation purposes

232. Institutions are bound by the provisions of Bigability Discrimination Act 199% ensure
students with disabilities are not discriminated against in accessing and panrip higher
education.



Indigenous Support Programme

233. Aboriginal and Torres Strait Islander people are an important focus of national higher education
equity policy Institutions receivequityfunds for Indigenous students who also possess

charactestics of one or more of the equity groupsr examplelndigenous students with a disability

are assisted in the same way as other higher education students under the Disability Support
Progranme. In addition, institutions receive Equity Support Programding in respect of Indigenous
students who are from a low so@oonomic status (SES) background, including additional weighting

if they are from a rural or isolated background

234. Commonwealth grants to higher education providers include allocationsHeolndigenous
Support Programeto meet the special needs of Indigenous Australian students and to advance the
goals of the National Aboriginal and Torres Strait Islander Education PAlitiyities supported

through thigorogrammeinclude the establishemt of Indigenous Suppo@entres, assistance with

study skills, personal counselling and cultural awareness activitdse eligible to receive

Indigenous Support Prograne grants in any one year, providers must demonstraté¢hinahave

1 implemented tsategies for improving access, participation, retention and success of Indigenous
Australian students;

1 participation of Indigenous people in decisimaking processes; and,
1 an Indigenous employment strategy

235. Funds are distributdslhised ora formula of stdent participation, student progress and the
number of award courses completilibher education providers are required to provide an annual
Indigenous Education Statemenhis takes the form of a report on their annual expenditure of
Indigenous SupportrBgramme funds, including the amount provided to an Indigenous Support
Centre, and progress in achieving the goals of the National Aboriginal and Torres Strait Islander
Education Policy

236.In 2004,a new initiativewas established to offéiwe national Indgenous Staff Scholarships
each year to enable Indigenous academic and general staff to take one year of leave from their
university employment to undertake ftilne higher education study in their chosen academic or
professional area

237. An Indigenous lgher Education Advisory Council (IHEAC) was established in 2004 to provide
policy advice to the Ministeior Educationon Indigenous higher education issubse IHEAC
focuseson:

9 improving Indigenous student higher education outcomes through all lévais/ersity study
from enabling courses through to undergraduate and postgraduate levels;

1 developing an Indigenous research culture for Indigenous academic staff and postgraduates;

T the role of the Indigenous support units, including funding, studenbsaypgaching, research and
academic roles and community partnerships in university deaisaking mechanisms;

T making recommendations to the Minister for Education regarding awards under the Indigenous
Staff Scholarships Programe and

1 strategies for ioreasing the number of Indigenous staff employed by universities.
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6.5 Financing students
Student financial support system

238. Targeted income support payments are made to students or their families for those assessed as in
need of financial assistance. Eligibull-time students aged 16 to 24 may receive Youth Allowance

and students aged 25 or more receive Austudy. T
ability to supporitselfe nsur es t hat payments are keedfor at a | ¢
income support. The Youth Allowance eligibility criteria recognise that some young people can

establish financial independence from their parents and these students are exempted from the

application of the Parental Income and Assets tests. StunteAtsstudy are treated as independent.

To receive either payment, students apply directly to the Government's administering agency,

Centrelink. At 30 June 2006, 121,600 students in higher education were receiving Youth Allowance

and 18,000 were receivinsustudy (this does not include other tertiary level students undertaking
vocational training and education).

239. Australian Aboriginal and Torres Strait Islander students undertaking secondary or tertiary
studies may be eligible for ABSTUDY assistance. Tertsudents are eligible for targeted income
support and a range of supplementary benefits, some of which are not subject ttesteanbut are
targeted to a particular need. The assessment under ABSTUDY of a family's ability to support their
young peop is the same assessment that applies to the Youth Allowance for those under 21 years of
age and equates with Newstart (unemployment benefits) for those aged over 21 years. Those able to
establish independence from their parents before they attain 25yegesare exempt from the

parental means tests but are subject to personal or partner income tests. Students undertaking higher
degrees at the Masters or Doctorate levels are eligible for a higher rate of assistance than those
undertaking undergraduatvel studies. Payments are administered by Centrelink. At 30 June 2006,
3,900 Indigenous students in higher education were receiving an ABSTUDY payment. Families of
dependent fultime students may otherwise be eligible for Family Tax Benefits. These ptyare

also administered by Centrelink.

Commonwealth Learning Scholarships Programme

240. The Commonwealth Learning Scholarships (CLS) Programme was introduced in 2004 to assist
eligible students from disadvantaged backgrounds with both the general and adetiommosts

incurred when participating in higher education. In the first year, 2,500 Commonwealth Education
Costs Scholarships (to assist with the general costs of education) and 3,000 Commonwealth
Accommodation Scholarships (to assist students whotbaweve away from home to study) were
awarded. The programewill provide A$406 million from 2005 to 2009 for approximately 43,000
students from low socieconomic backgrounds, Indigenous students and students from rural and
regional areas.

Student deferrd tuition payment system

241. The expansion of higher education access during the 1990s was encouraged by innovative

student fee arrangements. Undergraduate students contribute to the cost of their education through a
deferred payment scheme, the Higher Edoca@ontribution Scheme (HECS), managed by the

Australian Government (see Section 7.3). HECS was conceived as a way of funding the expansion of
the system without introducing income barriers to enrolment or increasing the pressure on students to
undertake pid employment while studying. HECS has generally been perceived to be a fair system
(DEST, 2002a). The income contingent loan facility that was available under HECS has been retained
underthedDur Uni versities: Befornks am ¢ necalledtHE@GSHELR.6 s Fut ur
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6.6

242. Since the introduction of HECS in 1989, several studies have investigated its impact on the
participation of disadvantaged groups. The issue of access revolves around the possibility that HECS
might deter students from higher educatidhe research so far shows that the number of low SES
(sociceconomic status) Australians participating in higher education has increased, along with the
general expansion of the higher education sector. However, it has proved more difficult to increase
participation rates for low SES students. Generally, research has found that HECS is not a major
factor in whether low SES students attend higher education. Rasmussen (2002) found that the
prospect of a HECS debt was egsommakingdbbuhighest si gni
education nor did differential HECS scales influence their choice of course. More recently, Cardak
and Ryan (2006) have found students from low SES or high SES backgrounds were equally likely to
attend university once tertiarygance scores are controlled.

243. The HECS system means that most undergraduate students are not burdened by fees while doing
their degree. The impact of paid paime work has been the subject of considerable discussion,
especially as the proportion of serds with paid work is increasing. Research findings are generally

that reasonable hours of paid work do not impact negatively on study and can even reinforce study.
However long hours of paid work or inability to access leave for study or exams cart diéficuit

for students to manage work and study. In general, higher tuition fees are not linked to the increase in
parttime work although managing debt levels is a motivating factor (Foskett et al (2006)). Other
important factors include the desirenbaintain social lifestyle, gain labour market experience,

financial independence, and to supplement income support (Mclnnis and Hartley (2002)).

Ongoing issues

244. The vigorous pursuit of increased access and participation rates over the last decade has

generated intense interest and activity aimed at improving retention rates of undergraduate students
generally as well as for equity groupsiowever, he diversity of student motives and shifting policy
perspectives present definitional issues for retargtadiesT he term 6dropoutd i s
occasionally, buterms thatare moreneutalu ch as 6attriti onbo, 6di scont
60 nc o mp | areinteochadgeablérhe pattern of shifting enrolmentsthin andacross

universities is dficult to monitor (Mclnnis, Hartley, Polesel and Teg2@00).

245. Gaining access to university quite obviously does not guarantee the successful completion of a
degree programe While the success and retention ratedridiigenous people tiabeen

consisterly and unacceptably low, and while rural and isolated students enrolled externally continue
to withdraw from courses despite their success in individual subjects, the success and retention rates
for other equity groups are on a par with students over&8ll{fA, 1999. Nevertheless, many of the
obstacles that students from disadvantaged backgrounds encounter nigbeteeducatiocontinue

to challenge their capacity to succeed from the time they are entoliegd, in some extreme

instances, studengse so lacking in confidence that thegpartbetween enrolment and the
commencement aflassesOn the positive side, ost universities in Australia now provide substantial
transition and support programesin the first year of undergraduate study to miserthe level of
withdrawal and noitompletion A wide range of innovative prograneshave been developed at the
institutional level over the last decade aimed at attracting, preparing and retaining students from
equity groupsMost universities include élixible admission criteria for certain disadvantaged students,
for example, students who complete Year 12 at a country high school may be awarded bonus tertiary
admission points. These initiatives reflect a koaign and ongoing commitment of the Government

and universities to address access and equity issues, particularly those that continue to be problematic.
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7 RESOURCING THE HIGHE R EDUCATION SYSTEM

7.1 Introduction

246. This Chapter provides details of the human and financial resources of the Australen high
education systenThere have been significant changes in the ways in which higher education is
funded and some of the implications of those changes are yet to be ré&tliandes in public
funding have been introduced to provide more flexibility amtidased resources, while at the same
time other sources of funding have become more prominent

7.2 Staff
Staffing profile

247. There was a very rapid increase in the number of staff in Australian higher education institutions
in the late 1960s, 1970s andlgd 980s Australian university teaching staff increased from 13,935 in
1976 to 22,707 a decade later, reflecting the rapid increase in student numbedbatsytheort
generations entered university (Hugo, 2004 strong growth in academic staff nugns continued

until the early 1990s when the rate of growth in teaching staff numbers slowed, then stalled, despite
continuing increases in student numb&sstween 1993 and 1999, staff numbers rose by Hly

while student numbers rose by 198eFigure7.1). Consequentlystudentteacher ratios rose
substantially, from 14.2:1 in 1993 to 18.3:1 in 1999.

248. Academic staff numbers began to rise again in 2000, but student/teacher ratios continued to
increase until 2003, reaching 20.1:1 in 2003 before falbntPt8:1 in both 2004 and 2005

249. The pattern of rapid growth in staff numbers followed by a period of little or no net increase
through most of the 1990s has produceédudgedin the age profile of the Australian academic
workforce The academic workfords ageing, and the large number of staff recruited between the late
sixties and early eighties have begun to reach retirementhgé\ustralian university teaching
workforce is more concentrated in the older age groups than both the total workforse and t
professional workforce in Australia.

250. A study of 11 large Australian universities (Hugo, 2004) found that the median age of the
academic workforce in 2000 ranged betweémadd ® yearsMore detailed analysis of the

University of Adelaide (median age §@&arsin 2000) concluded that, between 2003 and 2008, the
university would be likely to lose 27% of its academic staff in humanities and social sciences, 46% of
its staff in health sciences, and 51% of its staff in scidhtereasonable to project thaustralian
universities generally will lose between a fifth and a third of their staff over the course of the current
decade.

251. The need to replace staff as they retire is increasing the competitiveness of the Australian
academic labour markeit the samdime, Australia is part of the increasingly competitive

international labour market for highly skilled university staff, researchers, scientists and professionals
Australian higher education qualifications are widely recognised internationally andliduastra

graduates and academic staff are highly mobile internationally.
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Figure 7.1: Student and academic staff numbers i to 2005 @
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(a) Note that there was a break in the student numbeesin 2001(figures from 1988 to 2001 show student numbers as at
31 March in the given year, while later years reflect full year enrolments). Care should be taken when comparing data
across this time period.

252. Theinternational labour market for acaderstaff allows Australian universities to recruit from
other countriesBetween 1993 and 2003, thevere14,703in-movements of academic staff to

Australia, offset by 9,696 ouhovements, a net gain of 5,0p&rsonsand themajority of whom

came from Asin countriesHowever there are questions about whether there is a net loss of skills
and experience to Australia as a result of academic migrétisralso notable that in 20423 more
academics left Australia permanently than moved here permanentheffirst time in several

decades (Hugo, 2004)here may be some specific areas, such as mathematics, where Australia has
experienced net losses of skilled personnel (Thomas, 2002).

Staff recruitment

253. Recruitment of staff is a matter for each individoigher education institutioustralian

universities have a range of strategies in place to recruit new staff and to attract and retain experienced
staff. Universities are able to offer financial and other benefits to reflect market demand, subject to
considerations of cost and equitable treatment of all emplogegstential issue is whether increased
competitionfor academic staff will lead to inflation in wages and conditions, especially for high
performing teaching and research staff and, if so, wdnghere will be increased differentiation

between universities in their budgetary capacity to attract and retain sucfifstadbmpetition

between universities for high performing research staff within Australia may also increase, as it did in
the UnhitedKingdom if a proposed new approach to the distribution of block funds for university
research is implemented to increase the focus on the quality and impact of rese&@ebt{srd. b

254. The Australian Government has implemented a number of proggsto attract and retain
outstanding individuals at various points in the academic staff careeilpatte programes include
scholarships for Australian and international postgraduate research students, postdoctoral fellowships
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7.3

for early career researcheesd a number of prestigious fellowship schemes for outstanding research
staff. One of these programes, the Federation Fellowships, is intended to assist Australian
universities to compete with universities in other countries for the @dolest reseahers,

particularly Australians who may currently be working overseas.

255. Base salaries and conditions are set through negotiations between each institution and the
relevant staff uniomnd/or staffand may also be set on the basis of individual contrBletse is a
high level of consistency across universities in the core terms of employment, reflecting both the
nature of the academic labour market and the influence of the national academic staffhaiion
Australian Government has encouraged increaseibifiexin academic staffing with a view to
ensuring that staffing conditions are tailored to the circumstances of each individual un{geesity
Section8.3). Additional funding has been provided to public universities subject to a number of
requirementsincluding making individual contracts available to all stefflexation of core grants for
teaching is linked primarily to minimum wage movements, requiring each university to find
productivity gains or additional sources of income to meet the coatawf/sncreases above this
level.

256. Academic staff are typically appointed on the basis of their qualifications, usually at doctoral
level, and their achievements in research, teaching and engagement with industry, government or the
community Promotion isypically on similar criteriaThe emphasis given to each criterion depends

on the specific position and the universBpme positions are designated as research only or teaching
only, although combined teaching and research positions are most coimmsmne disciplines,
professional engagement is more important than in otSerae universities emphasise research
performance for all academic staff while other universities have a stronger emphasis on teaching and
engagement.

257.In generalacross all universies it remains the case that research performance, measured
particularly through publications and external funding, is given the greatest weight in academic
appointment and promotiorlowever there has been a strong push in recent years to give greater
recognition to teaching performance and in many institutions it is possible to be promoted to the most
senior levels as an outstanding teacB®mmunity and professional engagement is generally
considered as an additional criterion alongside performarreséarch and/or teaching.

258. The Australian Government has encouraged the recognition of performance in both research and
teaching Funding to higher education providers for research and research training is driven by
formul ae and i nf o relatvesudeess iregeneratingresearch idcerme @rsd
publications and by their higher degree by research (HDR) student completions and the
Commonwealth funded HDR student Iq@éeSection 5.4)A targeted programe provides funding

to universitiedbased orstudent experience and graduate outcomes, venadimked to the quality of
teaching(seeSection 9.8)Special national awards are provided annually to Ausfeatiest

outstanding university teachdsee Section 9.8)

259. These programes are intended tariprove the quality of higher education statiore direct
professional development programes to enhance staff skills are the responsibility of each university
as the employeAll universities provide a wide range of such professional development opitiegun
as part of their overall human resources managernmeaddition, theAVCC operates a professional
development programe for staff of member institutions.

Institutional revenue

260. Higher education providers are funded through a wide range of solineesange of sources
depends in part on the nature of the providiberearea growing number of relatively small private
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higher education providers (more than 15@ganced predominantly through domestic and

international student feeBetailed finan@l information isroutinely collected from thseprivate

higher educatioprovidersapproved under HESA and whose students are eligible for Government
loans, but detailed financial information is not collected from the other provitesee is a smaller

group of private providers which, for historical and particular policy reasons, receive certain forms of
direct public funding in addition to their private revenue streamasfinancial information is collected
from these providers.

261. The majority of higheeducation students are enrolled in the publicly established and funded
institutions While these institutions are publicly funded, they all generate a significant proportion of
their revenue from student fees and otipeivateédsources in addition to thegpublic funding streams

Table 7.1 andFigure 7.2 summarise the major sources of revenue for the publicly funded higher
education providers in Australia in 2004. These totals exclude funding received by some providers for
vocational education and trainipgrposesThe categories of revenue shown in Table 7.1 can be

broken down further to give a more detailed picture (see Table 7.5).

Table 7.1: Revenue by source for publicly funded higher education providers, 2005

Australian government financial assistance 5,898%66 42.4
State and local government financial assistance 230,484 1.7
Student tuition fee loans* 2,332,351 16.8
Overseas student fees 2,140,327 15.4
Other fees and charges 1,036,644 7.5
Consultancy and contract research 649,419 4.7
Investment income 577,323 4.2
Other income 1,038,884 7.5
Total Revenue 13,903,994 100.0

Source: DEST Selected Higher Education Finance Stati2i6h

*This figure includes the amount paid to higher education providetsebalf of students who deferred
payment of their contributions/fees through HEESLP and FEEHELP, the value of the@®% discountpaid
to providers for students who paigb-front student contributionand the ugfront paymentsf student
contributionsthat providers received direct from students.

It does not, however, reflect the total amount of Australian Government financial support for higher education
as it does not take account of costs inherent in the loans schemes, including the provis®arfaunt not
expected to be repaid due to the incecnatingent repayment arrangemerdebt writeoff, the bonus for

voluntary repayment of a loan, the implicit subsidy involved in debts being indexed to inflation but otherwise
interest free or the repayents of loans by students to the Australian Government.
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Figure 7.2: Sources of revenue for publicly funded higher education providers, 2005
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262. Government grants are primarily sourced from the Australian (Commonwealth) Government
Only 1.7% of revenue for publicly funded higher education provide2O®bcame from State and

local governments (although this does not capture the value of land grants and some research
contracts and other payments from State agendibe)AustralianGovernment grants fall into six
categories as shown in Table .F2rther details on the mechanisms for the allocation of Government
funding are provided later in this Chapteetails of the mechanisms for allocating research funding
are provided in Seahn 5.4.

Student tuition fee loans

263. Since 1989, Australian higher education students, unless exempt for a specific reason, have been
required to contribute to the cost of their education through the Higher Education Contribution

Scheme (HECSA key reasorfor this requirement is the substantially greater lifetime earnings

enjoyed by graduates relative to rgraduates, even when the cost of foregone income while

studying is taken into account.

264. From 2005, HECS places are called Commonwealth supported.Bacdsnts may pay their

student contribution up front directly to their institution or they may defer their contribution by taking

out a HECSHELP loan Where a student takes out a HEBELP loan, the Government pays the

student contribution amountdmes t udent 6 s behal f and the student
the GovernmenRe payment s are made through the tax syst
certain level Some contributions are made on behalf of students by their families or ersphbyer
comprehensive information is available on the proportions paid from these sources
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Table 7.2: Australian Government grants for publicly funded higher education providers, 2005

I I ce Y Il

to pay From 2005, nistitutionshavedetermind the studentcontribution amounts that students must

Commonwealth Grant Scheme 3,102,08C 52.6
Other DEST Grants 318,450 54
Scholarships 150,995 2.6
Australian Research Council 455,384 7.7
Superannuation 104,627 1.8
DEST Research Financial Assistance 1,075,492 18.2
Other Australian Government Financial Assistance 691,536 11.7

265. In total in2005 students madegayments ostudent contributiont® institutions of AB96

million and the Government made HECS payméms$lECSHELP assistancen behalf of students
of A$1.6 hilli on. Before 2005, the Government determined the HECS amount students were required

pay, up to a ceiling determined by the Governmszd Table 7.3)

266. A key aquity feature othe Higher Education Loan Programa(HELP)is that payment

arrangements are based on an indiviéuehpacity to payl' he arrangements mean that students are

not prevented from participating in higher education by an inability to payttiitédn costsup-front.
Students who access a HEloan are not required to make repayments until tle@aymentncome
in a financial yeareacheshe minimum threshold, whidks A$38,149for the 20®-07 financial year
The level of repayment requiret@ve this threshold depends on the peisarcome Table 7.4

shows theéncome thresholds and repayment rates foR@@6-07 income year.

267. The arrangements for HELP provide eligible students with subsidies that are additional to the

support received throbgCommonwealth contributions paid directly to providers through the
Commonwealth Grant Scheme. Subsidies are created by factors such as there being no real interest

rate
up-front

on students?od
payment and early repayment.

debt s,

debt s

Table 7.3: Student contribution bands and ranges for 2007

Band 3
(law, dentistry, medicine, veterinary science)

A$0T A$8,333

ar e

Band 2

(accounting, administration, economics, commerce,
mathematics, statistics, computing, built environment,
health, engineering, science, surveying, agriculture)

A$0T A$7,118

Band 1
(humanities, behavioural science, social studies, foreign
languages, visual and performing arts)

A$0T A$4,996

National priorities
(education, nursing)

A$0T A$3,998

Source: Higher Education Support Act 2003
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Table 7.4: Income thresholds and repayment rates, 2006-07

Less than 38,149 Nil
38,1491 42,494 4.0
42,4957 46,838 4.5
46,8391 49,300 5.0
49,3017 52,994 55
52,9957 57,394 6.0
57,3951 60,414 6.5
60,4157 66,485 7.0
66,4861 70,846 7.5
70,847 and above 8.0

Source: Higher Education Support 4003

268. Loan arrangements similar to those of HEZESLP are also available to Australian
undergraduate and postgraduate students ipdgimg courses through FEHELP. In this case, the
Governmentoes not contribute to the cost of the place, but provides a loan to the student to cover the
tuition fee up to a lifetime limit of A$50,95@Q06indexedfigure). From1 January 2007%he limit

will be increased to A$80,000 for all courses except meglisiaterinary science and dentistry, which
will be A$100,000These limits will be indexed from 2008. In 2005, the Australian Government
made FEEHELP payments for tuitions fees on behalf of full-fesying students of $A349 million.
Before 2005, loans weravailable to postgraduate fpaying students through the Postgraduate
Education Loan Scheme (PELS), to overgeaisied professionals through the Bridging for Overseas
Trained Professionals Loan Scheme (BOTPLS) and for Open Universities Australidssthdmirgh

the Open Learning Deferred Payment Scheme (OLOR®)tal in 2004, the amount paid to
institutions through these arrangements was A$2#lion, of which A$237 million was paid on

behalf of Australian postgraduate students through PELS

269. Becawse of the existence of the Governmie@ing private capital markets play very little role in
financing tuition costs in Australia.

Overseas student fees

270. Australian higher education providers are able to charge tuition fees to overseas students in
accredied courses, without any Governmeletermined limits on enrolments or maximum fee levels
(see Chapter 10Providers charging such fees are subject to specific quality assurance procedures
(seeSection10.4). Overseas student fees have been a growingsafirevenue to both private and
public higher education provideds 2005 the publicly funded higher education institutions collected
A$2.1hillion in fees from overseas students in higher education courke% of higher education
revenue The majoriy of the fee incomés from international students studying in Australia, but an
increasing number of coursase being offered by Australian universities operating in other countries
through their own facilitiesor with partner organisatior{see Sectioi0.2)
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Other feesand charges

271. Tuition fees may be charged to Australian undergraduate and postgraduate students by publicly
funded providers as well as private provid&#here a publicly funded provider is receiving

Australian Government funding for andergraduate course, there is a limit on the proportion of
additional students that may be admitted on afédlbasisn each courseThis restricts the number

of full-fee undergraduate places offered to Australian students, but in most fields the dgemand

limited because there is an adequate suppfoohmonwealth supportgaaces At the postgraduate

level, most norresearch courses are offered only on affél basis.

272.In 20045 tuition fees from Australian undergraduate students amountedl@2Asllion.

Tuition fees from Australian postgraduate students totalleiB2shillion. Providers also charge

tuition fees for short courses and individual units of study, and levy fees and charges for a range of
servicesIn 2005 income from these feemdchargstotalled A% 43 million. Fees and charges are

paid by individual students, their families and their emplayé¢oscomprehensive information is
available on the proportions paid from these sources.

Consultancy and contract research

273. Universities undertaka substantial amount of applied research and development in addition to
their Government funded researdh 2005contract research and consultancy generatesi$
million or around 5% of total revenue for the publicly funded institutions

Investment incone

274. Most Australian universities, by world standards, are relatively young and have limited
accumulated reserves available for investm&rgmall number of universities, typically those
established with substantial land grants, have significant investmefalies. In total, investment
income across all the publicly funded institution2@®5amounted to A$77 million or 4% of
revenue.

Other income

275. Higher education institutions generate substantial income from a wide range of other commercial
and philanthopic sources, in total abo®® of all funding This includes A86 million received from
royalties, trademarks and licenc@snotable feature of Australian institutional revermoepared

with some other countries is the relatively low level of incomenfdwnations and beque$tsnly

A$161 million or 1% of total funding in2005
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Summary

276. Table 7.5 provides a more detailed summary of revenue sources for the publicly funded higher
education institutions in 2004.

Table 7.5: Higher education revenue by source for publicly funded higher education providers, 2005

Australian Government Grants 5,898,566 42.4
Commonwealth Grant Scheme 3,102,080 22.3
Other DEST Grants 318,450 2.3
Scholarships 150,995 1.1
Australian Research Council 455,384 3.3
Superannuation 104,627 0.8
DEST Research Financial Assistance 1,075,493 7.7
Other Australian Government Financial Assistance 691,536 5.0

Loan Programmes 2,332,351 16.8
Australian Government Payments 1,936,22 13.9
Student Contributions 396,079 2.8

State and Local Government Financial Assistance 230,484 1.7

Fees and Charges 3,176,971 22.8
Continuing Education 74,948 0.5
Fee Paying Overseas Students 2,140,327 15.4
Fee Paying Non-overseas Postgraduate Students 191,877 1.4
Fee Paying Non-overseas Undergraduate Students 101,504 0.7
Fee Paying Non-overseas Non-award Students 39,113 0.3
Other Domestic Course Fees and Charges 76,330 0.5
Other Fees and Charges 552,872 4.0

Investment Income 577,323 4.2

Royalties, Trademarks and Licences 35,788 0.3

Consultancy and contract Research 649,419 4.7

Other Income 1,002,571 7.2
Donations and Bequests 160,624 1.2
Scholarships and Prizes 35,740 0.3
Non-Government Grants 170,226 1.2
Other Revenue 635,981 4.6

Share of net result of associates and joint ventures 526 0.0

*Higher Education only
Source: DEST University Financial Information

7.4 Capital costs

277. Institutional capital costs are financedrfr a wide range of sources, including direct
Government grants, a component of fee income, donations and bequests, investment income, and
external borrowingsThe strong and reliable cash flows of many institutions provide a capacity to
plan and selfinance a majority of capital developments.

278.1n 1994, the Australian Government implemented reforms to its financial support for capital

development in universities: to enhance institutional autonomy, place responsibility for institutional
resource managementaigons more fully in the hands of institutions, and enable institutions to plan
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7.5

securely how best to meet the need to expand, maintain, refurbish and replace their capital stock. As a
result, the bulk of Commonwealth support for capital projects (ar8$2¥0 million per annum) was
provided to institutions as part of the operating grant (the capitahjoll

279. The Australian Government recognised that there would still be a need for special assistance for
some institutions, especially those developing nempuses and those undergoing substantial
expansion. The Capital Development Pool (CDP) programme was established to assist higher
education institutions with special capital projects (see Section 8.3). In 2005, A$45 million was
allocated in this way. (Tése funds are included in the Commonwealth Government grants for

teaching and learning in Table 7.5.)

280. In 2005, the operating grant was replaced with the Commonwealth Grant Scheme (CGS) as part
of theOur Universities Ba c ki ng A u s tpackadgeibraférms. Under therC&S, higher

education providers are funded based on the places they agree to deliver in particular discipline
clusters. This funding constitutes the Austral
delivering Commonwealth supged places, including general capital costs.

281. The Australian Government announced in 2006 that an addi#&®d.5 million would be
provided over four years from 2007 to universities through the Capital Development Pool pnegram
This represents a $increase in base funding currently available to the higher education sector
through the programe.

282. The Australian Government and some State Governments also provide targeted funding for
research infrastructure and faciliti€or example, more than A$246lkon is being provided over

2002to 2006 for infrastructure to support wottthss research and research training at Australian
universities across a diverse range of areas, including bandwidth, data and information repositories,
and interoperability.

283. External borrowing by Australian universities is growing but remains relatively sma#@aA
million in 2005 a debt to equity ratio of only.3%.

Student living costs and incidental expenses

284. Student living costs and incidental expenses are met bgrgtuthemselves, their families and,
in some instances, by their employdrke Australian Government also makes a contribution for
students in need through progmaes of scholarships and meatested financial assistance grants
(see Section 6.4)

285. The promrtion of full-time higher education students who are in paid employment during
semester has increased significaritlyl 984 about 50% of fullime undergraduates were employed
during semester, working an average of five hours a vigaaeR000, more thanOP% were employed
during semester, working an average of 14 hours a.weekss all Australian students, both fudihd
parttime, 80% were employed as well as studying in 2@@0ne students also borrow to finance

their studiesin 2000, 12% of studentdbtained a repayable loan to continue studies, with the average
loan being A$4,000 (Long and Hayden, 2001).

286. Government financial assistance principally takes two foBuokolarships are available to
postgraduate research students on merit and ttrhédl tndergraduate students from low SES
backgroundgsee section 6.4%tudent income support is available to-tithe studentbased ora
personal income test and, for dependent students, a parental means test.
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7.6 Treatment of expenditure on higher educatiorfor taxation purposes

287. There are no direct incentives or disincentives in the Australian taxation system for expenditure
on higher educatianindividuals may claim a tax deduction for the costs associated with educating
themselves jfand only if there isa direct connection between their course of study and their current
employmentCourse fees may be claimed, but stident contribution amouni§the student is in a
Commonwealth supported plag&ducation expenses to prepare for a new job or busipgsstunity
cannot be claimed.

288. Businesses may claim a deduction for the costs of education, technical or professional
gualification expenses directly related to earning assessable intbare is an additional taxation
incentive for businesses to investR&D. A deduction of up to 125% of expenditure is allowed.

7.7 Mechanisms used to allocat&overnment funds

289. The largest single programme of Government funding to higher education providers is the
Commonwealth Grant Scheme (CGS) (A$3.067 billion in 200B§ler the CGS, the Australian
Government provides a contribution towards the cost of teaching units of study in a broad range of
discipline areasThe discipline areas are grouped into 12 funding clusters (see Section 8.3). The CGS
does not fund postgradte research. All public higher education institutions and a small number of
identified private providers are eligible for CGS funding.

290. Each higher education provider receiving funds under the CGS entern mmo@afunding

agreement with the Australiddovernmen{see Section 8.3Yhe funding agreements specify the

number of places and the discipline mix that the Australian Government will supipedmount that
thegovernmenprovides for each place varies according to the discipline clistedirg is based on
student | oad in each of the 12 distinct o6fundin
funding is determined by multiplying the clusfending rate by the corresponding student load and
summing over the 12 clusters. Thisamt may be supplemented by one or more of the described
loadings and/or National Institute fundifithis Commonwealth contribution amount is based on
relativities derived from studies in the early 19900%s approach implicitly assumes that the

relativities between unit costs in different disciplines have remained reasonably constant over the last
10years.

291. Some Commonwealth supported places attract a loading payable to the higher education
provider by the Australian Government. These include the foligwin

1 aregional loading from 2004, payable for some Commonwealth supported student places at
eligible regional campuses;

1 an enabling loading from 2005, payable for a specified number of Commonwealth supported
student places in preparatory (enabling) courseg;

T a medical student loading from 2005 payable for a specified number of Commonwealth supported
medical student places.

292. The cluster rates for teaching and nursing includeingto assist with the costs ofinical
placement for nursing studeratsd tte teaching practicum for teacher educatlor2006, the funding
for clinical trainingwasA$688 per equivalent full time nursing unit of stuahd the funding for
teaching practicum was$686 per equivalent full time education unit of stully.part of tle 200607
Budget, the Government announced an increaeifunding for nursing clinical training A$1,000
per equivalent full time nursing unit of studly2006 prices from 1 January 2007.
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293. The regional loading is intended to recognise the higher absfgerating campuses in regional
areaqseeSectiord.3). While operating costs are clearly higher than average in the more remote parts
of Australia,it is arguablevhether the regional loading fairly recognises the variations in cost across
metropolitan, regional and remote areas.

294. Higher education providers are eligible for additional Commonwealth Grant S¢G&%9
funding (5% in 2006 and 7.5% in later years) if they meet the National Governance Protocols and the
Higher Education Workplace RelationsqR@ements (seSection8.3).

295. In order to receive CGS funding, higher education providers must satisfy a range of criteria,
including Aoperating, and continuing to operate
hi gher edu c aigheoBEducgtiondSuppadt Aat, 800For this purpose, all CGS funded

providers are subject to quality awdity the Australian Universities Quality Agen(seeSection

9.5).

296. Australian Government funds for research in universities by individuals or teasseafchers

flow via two main channelsompetitive research grants, which provide funding for research projects
on an application basis, and performabesed block grants for higher education providéng

largest competitive grants prograres are opettad by the MMRC (A$217 million to universities in
2003) and the RC, which covers all fields other than clinical medicine and dentistry (A$481 million
in 2004) The block grant programes in support of university research and research training, the
Researh Training Scheme (RTS) (A$552 million in 2005), the Institutional Grants Scheme (IGS)
(A$291 million in 2005) and the Research Infrastructure Block Grants (RIBG) (A$183 million in
2005) are allocated by formul@he RTS provides block grants, on a calangkar basis, to eligible
higher education providers to support research training for students undertaking doctorates and
masters degrees by resealCbmpletions, research income and publications data make up the RTS
performance index where HDR studeatnpletions are weighted at 50%, research income is
weighted at 40% and research publications are weighted afTHAGS allocation mechanism
reflects providersdé relative success %,n a perfo
Commonwealth fundig research student load @8Pand research publications @4 RIBG funds

are allocated to eligible higher education providers based on their relative share of Australian
competitive grant income.

297. In addition to the core funding programes for teaching antesearch there is a range of more
targeted institutional funding schemacatedfor particular purposes, including:

1 National institutes (A$70million in 2006)
Collaboration and structural reform (&$million in 2006) (seeSection8.3)
Governance andorkplace relationseform (A$151 million in 2006)° (seeSection8.3)

1
1
1 Learning and teachingnd quality(A$83 million in 2006) (seeSection 9.3
1 Indigenous support (A&2million in 2006) (seeSection6.4)

1

Equity and Disabilitysupport (A$38 million in 2006) (seeSection6.4)

® For meeting the National Governance Protocols and the Higher Education Workplace Relations Requirements

" Includes the quality fund, teaching awards, Carrick, Learned Academies, Grants to ANZAAS, Chair in Child
Protectionand an Open Learning Initiative
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7.8 Changes in the method and balance of financing for higher education over the ld€d years

298. There have been several major changes to the methods of financing higher education over the
last10years The most notable changes haverne

1

T

the introduction of different levels of student charges for different fields of education, with
substantial increases in the charges;

partial deregulation to allow publicly funded providers to charge fees to Australian undergraduate
students as wellsapostgraduates;

separation of block funding for research and research training from block funding for other
operating purposes and the introduction of performdsased mechanisms for all research and
research training funds;

introduction of an incomeortingent loan scheme for full fggaying Australian students;

implementation of the CGS which links core funding explicitly to the number of students enrolled
in each discipline cluster; and

development of new and enhanced funding streams for researcbsaadch infrastructure.

299. Further significant changes dmeshadowedh two areas:

T

the new Learning and Teaching Performance Fund provides additional funding to universities on
the basis of relative performance in providing quality learning and teachingdergraduates.
Performance is assessed using a range of measures relating to student experience and graduate
outcomes. Funding is awarded in four broagigise areas (see Section 9.8hd

the Research Quality Framework initiative is aimed at dewgdajpe basis for an improved
assessment of the quality and impact of publicly funded research conducted in Australian
universities and an effective process to achieve(skeisSection5.6).

300. Equally as important as any of these changes has been theaicanstrong growth in
international student enrolments in Australian universities and in the revenue derived from other non
Government sources.

301. Correspondingly, the most notable change in the balance of financing has been the increasing
share of institutinal revenue derived from sources other than direct grants from the Australian
GovernmentFigure 7.3 shows the composition and level of revenue from 1994 to 2004 in actual
dollars, not adjusted for inflatioit shows that revenue growth has come mairdynfisources other

than Australian Government grant$ie principal source of growth has been payments either directly
or indirectly from students, through fees for overseas and domestic students and through HECS and
the other student tuition loanss notedabove, a component &overnment funding in the loans
schemes is not captured in these figures.

302. Consequentlythe share of revenue from Australian Government grants has fallen, from 60% in
1994 to 4% in 2004 The share from students through fees andddes risen from42o to 39% The
share of other income has risen from 16920%. See Figure 7.4.

303. Given the increased rate of employment amongst students, it ajgedcithat over the lastO
years students have also taken on an increasing share divthgiandassociated expenses
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304. The declining share of institutional revenue sourced from Government grants reflects the explicit
decisions of the Government over the last two decadesriitinstitutions to enrol fe@aying

overseas students, to requareontribution from Australian students through HECS, and to allow
publicly funded providers to charge fees to Australian postgraduate and undergraduate Stuekssts
changes, among others, harebledapid expansion of the higher education systerhaut a
commensurate increase in the call on public funding.

7.9 Problems and pressures in funding higher education
Changes in Australian demography and demand

305. Over the next decade there will be major changes in the patterns of workforce participation and
educational demand arising from the ageing of the Australian populatationally, the number of

15 to 19 year olds is projected by the Australian Bureau of Statistics to decline from around 2010 and
the number of 20 to 24 year olds is projected to falhf2015 This suggests that domestic student
demand for traditional undergraduate progreasm may cease to be a driver of growth in higher
educationThese demographic patterns will not be distributed evenly in all States and regions, raising
issues of thequitable distribution of funding and access to higher education across the country.

Figure 7.3: Higher education revenue by source for publicly funded providers, 1994 to 2004
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Figure 7.4: Share of higher education revenue by source, 1994 to 2004

Source: DEST Selected Higher Education Finance Statid®®3} to2004

Changes in the international student market

306. The success of Australian higher education institutions in attraotegpational students means

that institutional budgets are exposed to fluctuations in demand in the international education market
(see Chapter 10After an initial period of rapid growth in student numbers, Austisldgher

education export sector pgars to be entering a new phase, with student numbers static or declining
from many established source countries, new but more complex opportunities arising in China and
India, and different, more sophisticated strategies required to sustain and bhidimtial success.

Sustaining international standards in teaching and research

307. The costs of sustaining international standards in teaching and research continue to rise rapidly
Australia seeks to be globally competitive in higher education and tate latding edge in key

areas of research, but this presents continual challenges for a country with a small population and
limited resourcesThe policy challenge is to find the best possible return for investment in higher
education and research, balamcthe need for concentration of scarce resources with the needs of a
geographically dispersed populatidncontinuing priority in this context is to build effective linkages
between higher education and industry and to boost industry investment in Rédb {&/low by

OECD standards).

Development of higher education outside of the established universities

308. Higher education in Australia is still dominated by the established universities, but there is a
growing private sector, interest from internationaMulers and increasing involvement in higher
education byocational education and trainipgoviders and private enterpris@fie policy challenge
here is to find fair and balanced means of facilitating a more open higher education industry while
preservilg quality and ensuring maximum value for public investmi@atent policy changes have
sought to achieve this by, for example, extending accégsevernment supported loans to students
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