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Foreword

The Minister for Education, Science and Training, the Honourable Dr Brendan Nelson MP has
launched aremarkably open process of consultation for the Australian Government’s
comprehensive review of higher education in 2002.

Griffith University commends the Australian Government on the openness of its consultation
for thisreview, congratul ates the Minister on his conduct of the review, expresses appreciation
for the overview paper and issues papers and thanks the secretariat for their cooperation during
the review.

Governments consult on the development of their policies for manifold reasons: to seek
advice, to persuade and to test the limits of reform. Griffith’s response in turn has multiple
objectives: to offer advice, to persuade colleagues and other participantsin the debate as much
as the Commonwealth, and to present the university as alively and engaged member of the
community.

This publication collects the university’ s responses to the Commonweal th’ s discussion papers
into a single work and presents them as a single vision, the Griffith model for reform of
Australian higher education.

In his preface to hisministerial discussion paper Dr Nelson challenges us to conduct public
discussion in atransparent manner free of the highly emotional and politicised language of the
past. Griffith publishes the Griffith model in that spirit. It isnot a cautious document and the
university has not adopted a safe strategy. But public policy formulation isimproved by the
open discussion that the minister has launched and | am pleased that Griffith has followed the
minister’slead in testing its views in an open public forum.

| encourage members of the Griffith and wider community to participate in the debate and |
welcome responses to the Griffith model and comments on issues more generaly.

Glyn Davis
Vice Chancellor
September 2002
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Abstudy Strictly means-tested income support or living allowance for

Indigenous Australian students.

Access Students’ entry to education.

ATSIC Aboriginal and Torres Strait |slander Commission.

Austudy Strictly means-tested income support or living allowance.

AVCC Australian Vice-Chancellors Committee, the body that represents the
vice chancellors of all Australian universities.

CRC Cooperative research centre, a centre designated by the
Commonwealth following arigorous and highly competitive process
that assesses applicants' research achievement and potential,
contribution from industry, and potential for further collaboration with
industry.

Completion Students’ finishing their program to be eligible for the award of a
qualification.

DEST Department of Education, Science and Technology.

EFTSU Equivalent full time student unit, the study load normally expected of a
normal full time student for that program. A student with a study load
of 0.5 eftsu is studying half time.

Green paper A Government paper proposing apolicy. In higher education, Minister
Dawkins' proposals for higher education in 1987 or the reorganisation
of research proposed in 1999.

HECS Higher education contribution scheme, the requirement introduced in

1989 for students to contribute to the cost of their higher education,
now at the rate of from $3,598 to $5,999 per eftsu depending on the
discipline of their subjects.

Income contingent
loan
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Level D 2" highest academic staff classification — associate professor, reader.

Participation Students enrolment in education, a product of access and retention.

PELS Postgraduate education loan scheme, which allows a student to take a
loan to pay all or any part of atuition fee charged for a postgraduate
coursework program by a higher education institution.

PhD Doctor of philosophy, a qualification awarded for a sustained and
origina contribution to knowledge, normally requiring 3 years' full
time research.

Program A structured sequence of studies, normally from 1 to 3 years' duration
full time, which leads to an award or qualification — course.

Retention Students’ persistence in education.

RFM Relative funding model, the relativities between disciplines and levels
of study established in 1989 to even out Commonwealth funding of
higher education institutions from 1989 to 1992.

Semester A period of study, normally lasting from 12 to 14 weeks.

Sessional staff Staff employed just to teach specified classes, amost always but not
necessarily employed casually.

Success In the context of students' performance, students passing the unitsin
which they are enrolled.

TAFE Technical and Further Education, normally used to refer to public
vocational education and training.

Unit A self-contained study of a subject that normally lasts from 1 semester
to ayear — subject.

VET Vocational education and training.

White paper A Government paper announcing policy. In higher education, Minister

Dawkins announcement of higher education policy in 1988 or
Knowledge and innovation: a policy statement on research and
research training published in 1999.
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Preface

Griffith University started the development of its model for the reform of Australian higher
education with a series of forums held on each campus in June 2002, soon after the Minister
for Education, Science and Training, the Honourable Dr Brendan Nelson MP released his
ministerial discussion paper Higher education at the crossroads. an overview paper.

For each of the six subsequent discussion papers the process of developing a university
position started with the principal policy adviser, Gavin Moodie, preparing a briefing paper for
the vice chancellor’s executive group. The executive group decided an initial position on the
issues raised, which was published internally on the vice chancellor’ sweb site. Thevice
chancellor circulated a global email to the university community inviting comments on the
initial position adopted by the university.

Extensive written submissions and comments on drafts were received from many members of
staff. The principal policy adviser submitted a draft submission to the executive group based
on the briefing paper, the initial position adopted by the group, comments received from
members of the university and additional investigation and thinking. Some drafts were
adopted with minor changes, others were reshaped extensively by the executive group and yet
others were redrafted by individual members of the group.

The chapter on Indigenous Australians in higher education was largely prepared by the
Gumurri Centre’'s Mr Graham Coghill in collaboration with Ms Mah-Lis O'Rourke of the
centre with important contributions from Ms Boni Roberston, director of the Gumurri Centre,
and by Ms Suzanne Wilkinson principal adviser student equity services. The chapter on
vocational education and training was written by Professor John Stevenson of the school of
vocational, technology & arts education. Dr Linda Conrad acting director of the Griffith
institute for higher education contributed sections to the chapter on quality teaching.

The Griffith model therefore reflects the contributions of many Griffith members.

Each chapter of the Griffith model starts with a brief recapitulation of the main points arising
from the paper to which it isresponding. Most chapters then introduce principles that are used
in the subsequent discussion. The chapters then comment on some of the issues raised and
present the Griffith model. The university has not sought to comment on every issue raised
nor to provide a comprehensive policy statement, nor to make points that are adequately made
by others. Griffith has confined itself to points which are distinctive or novel and it has sought
to express them in an accessible form. So while key references are given in the text and in the
references at the end of the publication, we have avoided the full scholarly apparatus of
comprehensively citing authorities and studies supporting the propositions we have put. They
are available should readers want and Griffith would be pleased to provide full references and
supporting material.

viii



Summary

Griffith agrees with the Commonwealth that almost all Australian higher education institutions
aspire to and conform to the norm of a comprehensive, research-intensive, campus-based
university. Institutions’ concentration on research isadirect and natural response to the
Commonwealth’ s funding incentives, since the only significant contestable funding for
institutions is for performance in only one institutional role, research and research training
(pages 14-5).

Griffith therefore argues for afunding framework that would reward and therefore encourage
institutions to enhance strengths in their two other core roles, teaching and community service
and equity. Thisis set within a comprehensive financing framework which has 4 parts.

1 A strong but streamlined role for the Commonwealth in planning public investment in
higher education through HECS places.

2 Encouragement of institutions to develop new institutional types by establishing 3
contestable institutional performance funds —

(@ an institutional teaching performance fund of $271 m;
(b) an institutional community service and equity performance fund of $271 m;

(© an institutional research performance fund of $271 m (replacing the
institutional grants scheme) (page 36).

I nstitutions would be allowed to compete for 2 but not 3 performance funds to require
them to choose the roles in which they want to specialise, driving real diversity in the
system rather than allowing institutions to compete in al 3 funds which would result in
their achieving different levels of performance in all roles rather than a diversity of
roles.

3 Financial incentives for institutions to improve their management outcomes, leaving it
to universities to determine the most effective measures to achieve those outcomes.

4 A greater rolein higher education financing for business and other sources of private
funding through changes to the taxation and regulatory regimes (page 34).

The Griffith model also argues for the magjor changes introduced by Knowledge and
innovation: a policy statement on research and research training to be worked through before
making further changes to research policy (chapter 4), for quality measuresin teaching and
learning which reflect academic standards and values (chapter 5), that studies undertaken in
VET and universities should be seen as separate and different, but that they should
nevertheless be seen as equal in value when they contribute to the same professional ends
(chapter 6), for a strengthened role of the Commonwealth in higher education equity (chapter
7), for measures to improve Indigenous Australians' outcomes in higher education (chapter 8)
and for clarity of the Commonwealth and State/Territory governments' rolesin institutional
governance (chapter 9).



1 Introduction

The last systematic sector-wide policy for Australian higher education was the unified national
system of higher education announced in Higher education: a policy statement (‘the white
paper’) circulated in 1988 by the Hon J S Dawkins MP Minister for Employment, Education
and Training. Since then the Commonwealth introduced a number of policy changes which
were limited in scope individually but which in aggregate have transformed the sector.

Almost a decade later in 1997 it became clear that a systematic review and reform of higher
education was needed and the Australian Government established the review of higher
education financing and policy chaired by Mr Roderick West. The Government did not
proceed with reforms following that report in October 1999.

Review and reform which was clearly needed in 1997 became urgent 5 years later and on 26
April 2002 the minister launched a comprehensive review of Australian higher education by
releasing his ministerial discussion paper Higher education at the crossroads: an overview
paper. Being an overview, Crossroads raised broadly many issues which were explored at
greater depth in subsequent issues papers upon which Griffith commentsin later chapters.
Oneissueraised in Crossroads not explored in greater depth in subsequent papersis

Can Australia have at least one world-class university? What would it take?
(Qd1, page 25)

This question is addressed in the next section.

A world class university*

Crossroads (at page 24) quotes this statement from Professor Alan Gilbert, vice chancellor of
the University of Melbourne, which attracted widespread interest —

The gap between the best universitiesin Australia and the best universitiesin the world
islarge. On any commonly adduced international measure of academic standing, the
best universitiesin Australia are not among the world’ stop 75 universities, and
probably not among the top 100. They have quality researchers, but few nodes of
research activity able to build the ‘ critical mass' research teams find necessary to
survive the loss of afew key individuals. (Gilbert, 2001)

Crossroads comments —
There have been a number of recent calls for Australiato aim to have one or two

‘world-class’ universities. Whether thisis an appropriate goal, whether it is achievable
and how it might be achieved, are questions that need to be addressed (page 24).

The Griffith model 1 Introduction: aworld class system



Establishing a‘world class’ university in the terms considered by the discussion paper is beyond
the scale achievable by Australia, at least in this generation. Table 1 below shows selected
characteristics of the top 10 US doctoral-granting universities ranked by the US News & World.
Characteristics of Australia’s group of 8 universities are shown in table 2 by way of contrast.

It will be noted, first, that the top 10 US universities tend to have higher proportions of
postgraduate students than typical for Australian universities, but graduate study in the US
includes courses leading to the high status vocations, such as architecture, education,
engineering, ‘government’, law and medicine.

TABLE 1. SELECTED CHARACTERISTICS OF THE TOP 10 US DOCTORAL-GRANTING UNIVERSITIES

Nobel Postgraduate | Undergraduate | 2000 budget $US per
Institution laureates | enrolments Enrolments (BUS) enrolment

on staff
Princeton
University 8 1,750 4,600 $671,468,000 | $105,743
Harvarq 12 12,889 6,650 $2,228,200,000 | $114,039
University
Ya[e . 2 5,873 5,253 $1,330,000,000 | $119,540
University
Cdifornia
Institute of 4 1,100 900
Technology
M assachusetts
Institute of 10 5,984 4,220 $1,385,000,000 | $135,731
Technology
Stanford 17 7,536 6,637 | $1,900,000,000 | $134,058
University
University of
Pennsylvania 4 8,018 9,700 $3,050,000,000 | $172,141
Duke 2 6,325 | $2,407,848,000
University
Columbia 5 15,704 6721 | $1,574083000| $70,193
University
Dartmouth 1,375 5,057
College
University of 6 8,700 4050 | $1,154,000,000 | $90,510
Chicago

Source: USNews & World (2002) National universities— doctoral: top 50.

It will also be noted that the top US universities have much higher rates of funding per student.
The top US universities for which data are readily available are funded at the rate of
$US100,000 to $US150,000 per student, compared with $Aus15,000 to $Aus50,000 per
equivalent full time student unit at the group of 8. Thisis not funding just for teaching since a
sizeable proportion of universities' funding is for research, and the figures include income that
would be recorded differently in different systems, but it gives a good indication of the level

of resources available for academic activities at the elite universitiesin the 2 countries.

The Griffith model 2 Introduction: aworld class system



TABLE 2: SELECTED CHARACTERISTICS OF THE GROUP OF 8 AUSTRALIAN UNIVERSITIES

Nobel Postgraduate | Undergraduate | 2000 budget $AUS per

Institution | laureates EFTSU EFTSU ($AuS) EFTSU
on staff

Adelaide 0 1,833 9,197 $274,000,000 $24,841
ANU 0 2,216 5,838 $408,000,000 $50,658
Melbourne 0.3 6,141 22,728 $589,000,000 $20,403
Monash 0 5,557 27,621 $559,000,000 $16,849
Queensland 0 4,106 20,728 $522,000,000 $21,020
Sydney 0 4,989 25,019 $579,000,000 $19,295
UNSW 0 6,110 19,145 $529,000,000 $20,946
UWA 0 2,178 9,998 $307,000,000 $25,214

Source: Department of Education, Science and Training (2002a) Higher education report for
the 2002 to 2004 triennium.

The most obvious cost to establish aworld class university isfinancial. The easiest case,
ANU, would take an extra $Ausl.2 billion per annum to achieve recurrent funding at the rate
of $US100,000 per eftsu, and an extra $Ausb billion p.a. (just alittle under the
Commonwealth’ stotal higher education funding) would be needed to fund the University of
Melbourne at the rate of the top US universities. The sums are so large because world class
institutions are supported by massive surpluses extracted from economies 3 to 20 times larger
than Australia’s.

An Australian world class university would also have to recruit its students nationally and
much more selectively. It will be seen from table 4 below that most of the top US doctoral
universities accept from 10% to 25% of applicants for undergraduate places. Thereisno
tertiary admissions centre in the US — prospective students have to apply separately to each
institution — so these figures are not comparable with Australian acceptance rates.

Around 90% or more of the undergraduate intake into the top US doctoral universitiesis from
the top 10% of their high school class. Thiswould be like saying that an Australian world
class university would have a cut-off score of 90 for all of its courses. For admission in 2002
ANU’ s lowest cut-off scoreswere 70. The University of Melbourne’ s lowest cut-off score
was also 70 (for agriculture) but most cut-off scores were above 80.

It will be noted that over 80% of commencing students at most top US universities were from
out of the State in which the university or collegeislocated. In Australiathefigureisless
than 5%. Inter State mobility in the USis supported by the very high proportion of full time
students who live on campus, mostly above 80%. Thisin turnis supported by loans and
scholarships for residence as well as tuition costs, much of which isan additional cost to
students and their parents, but some of which is supported by institutions and Government
grants and subsidies.

The Griffith model 3 Introduction: aworld class system




TABLE 3: UNDERGRADUATE ADMISSION TO THE TOP 10 US DOCTORAL-GRANTING UNIVERSITIES

% of Top 10% of Studentswho

Instituti : . Out of state | . "~

nstitution applicants | high school livein college

entrants :
accepted class housing

Princeton University 12% 92% 85% 97%
Harvard University 11% 90% 85% 96%
Yae University 16% 95% 92% 83%
Cdlifornia Institute of 13% 98% 64% 87%
Technology
Massachusetts I nstitute of 16% 97% 9% 98%
Technology
Stanford University 13% 89% 57% 93%
University of Pennsylvania 23% 92% 82% 90%
Duke University 26% 86% 84% 83%
Columbia University 13% 87% 73% 96%
Dartmouth College 21% 86% 97% 87%
University of Chicago 44% 82% 79% 66%

Source: USNews & World (2002) America’ s best colleges.

While having one or two universitiesin the top 100 universitiesin the world contributes to a
nation’s prestige and national pride, the gap between world class universities and the rest of
higher education is so great that there is no significant academic trickle-down effect. Most
world class scholars’ interactions are horizontal and international rather than downwards and
local. Separate and additional arrangements would have to be made to build links to
knowledge application and to derive social and economic benefits from the nation’s very
considerable investment in establishing the world class university.

Thisanalysisis reinforced by a case study by the Allen Consulting Group recently
commissioned and published by the Business Council of Australia (2002:45). The next
section relies heavily on the section of the Business Council of Australia entitled * Case study:
comparing revenues of the University of Michigan and the University of Melbourne'.

Comparison of the University of Michigan and the University of Melbourne

The University of Michigan-Ann Arbor is ranked 25" of US national doctoral universities
by the USNews & World. It would therefore be considered amongst the middle of the top
100 universitiesworldwide. The University of Michigan-Ann Arbor has some 25,000
undergraduate students and 13,000 postgraduate students, which is similar in size to the
University of Melbourne which has approximately 27,000 undergraduate and 10,000
postgraduate students. The universities have similar numbers of casual academic staff, at
about 450 each. However, the University of Michigan has significantly more full time
academic staff than the University of Melbourne — 3,408 (excluding 564 clinical
instructional staff in university hospitals) compared to 2,164 at the University of
Melbourne. Thisisareflection of the very considerable differencein the level of
resources of the two institutions.

The Griffith model 4 Introduction: aworld class system



It will be noted from the table below that the sources of the universities’ revenues are quite
similar. Some 42.5% of the University of Michigan’s revenue was from government, only
dlightly less than the 49.8% of the University of Melbourne’ s revenue from government.
Some 28.6% of the University of Michigan's revenue is from student fees, which againis
only slightly more than the 20% of the University of Melbourne' s revenue from student

fees.

But thereis avery considerable difference in the level of resources of the two institutions.
The University of Michigan has revenues 3.7 times those of the University of Melbourne.

TABLE4: RESOURCING OF THE UNIVERSITY OF MICHIGAN AND THE UNIVERSITY OF
MELBOURNE, 2000
M easure University of University of
Michigan Melbourne
Total Revenue—-USD $1,681m $450m
Revenue from government (state and federal) $716m (42.5% $224m (49.8%
including one-third of HECS revenue — USD of total income) | of total income)
Revenue from fees (including two thirds of HECS | $480m (28.6% $90m (20.0% of
revenues) — USD of total income) | total income)
Revenue from other sources (including grants, $485 million $136m (30.2%
bequests, donations, investments, auxiliary (28.9%) of total income)
operations, research income) —USD

Sources: University of Melbourne, Annua Report 2000; University of Michigan,
www.umich.edu.

The University of Michigan’s figures do not include its hospitals revenue, of USD1,519
million in 2000. But they do include revenue of the university’ s residences which would be
higher than for the University of Melbourne because a higher proportion of its students live in
residence. The University of Melbourne figures were converted to USD at arate of
A$1=USD0.60, the exchange rate at 1/7/00. The Allen Consulting Group believes that this
probably dlightly understates the University of Melbourne’ s revenuein view of the purchasing
power parity of the two currencies.

The Business Council draws this conclusion from the gap in resources between the University
of Michigan and the University of Melbourne (2002:45).

Given the presence of at least some correlation between financial resource levels and
performance, this revenue gap suggests that resourcing a top generalist university

would represent a significant funding challenge in the Australian context. Perhaps a
focus on having a number of world class centres of excellence in particular disciplines
within individual universities may be a more appropriate goal.

The Griffith model 5
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Conclusion: aworld class system

This chapter has considered only the practicalities of establishing ‘one or two “world-class
universities'. It has not considered the effects of the vertical segmentation that would be
needed to resource one or two universities at the level of the best resourced universitiesin the
world, nor whether this would provide the educational, social and economic benefits that
Australiawants from higher education. Even so, it is clear that establishing even one world
class university is not feasible for Australia, at least in this generation.

The better approach is to develop aworld class system of higher education. Such a system
would be shaped mainly to serve Australia’ sinterests rather than to win some supposed world
competition. It would be of international quality indicated by the familiar criteria—
publications in international journals, appointment of Australian PhD graduates as
postdoctoral fellows in leading universities overseas, acceptance of Australian honours
graduates as PhD candidates in leading universities overseas, and attraction of international
students.

All Australian universities are of international quality on these criteria. The Griffith model
would support the development of aworld class system of higher education in thissense. To
do otherwise would be to sell short the students and regions served by the institutions that are
not supported to meet the highest international standards.

The Griffith model 6 Introduction: aworld class system



2 Institutional diversity

The review’ s discussion paper for its higher education review Varieties of excellence:
diversity, specialisation and regional engagement presents this argument.

1 Almost all Australian higher education institutions aspire to and conform to the norm
of acomprehensive, research-intensive, campus-based university.

2 This causes ingtitutions to duplicate their offerings.

‘The field ‘business and management’ is offered at each of the 37 universities, ‘ studies
in human society’ (eg. history, anthropology) and ‘ behavioural science’ are offered at
36 universities. The breadth of field offerings at the State level isin some cases
extensive. Every university in New South Wales offers ‘ computer science’, ‘teacher
education’, ‘accounting’, ‘ business and management’, ‘ sales and marketing’, ‘ banking,
finance and related fields', ‘ studies in human society’, ‘law’, * communication and
media studies’ and ‘ performing arts'. Similar examples of complete field coverage are
evident in other States, but they are not always for the samefields. Victoria s eight
universities al offered nine particular fields, but only one was common to the New
South Wales|list indicated above.” (Paragraph 180)

3 For this and other reasons there are too many units with very low enrolments.

‘At the same time, there are alarge number of courses with very small enrolments.
Twenty per cent of units have fewer than five students. Some 4,200 units have just one
student. Clearly some of thisiswarranted. However, duplication and low enrolment
may represent inefficient use of public funds. The paper examines ways such issues
could be addressed.” (Page ix)

4 This duplication and inefficiency may be eliminated or at least reduced and greater
diversity may be introduced by encouraging or requiring universities to specialise.

This chapter makes 4 key points.

1 Institutions’ statistical returns reporting several units with low enrolments are largely
artefacts of enrolment systems and do not indicate large numbers of small classes,
which in any caseis hardly likely in a sector with an average student:staff ratio of 20:1.

2 Duplication/competition/choice and diversity need to be analysed by level of
aggregation (unit, program, institution, sector) and by region, since different
considerations apply at different levels and in different regions.

3 There can be no competition without substitutability of programs, which in another
context is choice between and duplication of programs. The Commonwealth is
therefore faced with afundamental choice between maintaining or increasing
competition which necessarily entails duplication, or minimising duplication which
necessarily entails lessening competition and choice.
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4 In any case the Commonwealth can’t take a significant role in planning or coordinating
the sector without reinvesting in expertise, staff and planning mechanisms.

The chapter starts by considering concepts of region and level of aggregation which are then
used to discuss the 3 key issues raised in the discussion paper: units with low enrolments,
duplication of programs and similar institutional types. The chapter closes by raising two
additional issues relevant to any policy adopted — the scope and time-frame of its application.

Region

Region isakey concept in analysing duplication/competition and in planning the sector, but is
only tacitly acknowledged in the Diversity discussion paper. Region is the geographic area
which a program or campus serves, or the catchment area from which a campus attracts most
of its students. Two identical programs within one region duplicate and compete against each
other. Two identical programsin different regions do not duplicate/compete against each
other.

Asthe trade practices casesillustrate, the definition of region or the geographic bounds of a
market is critical to determining the extent of duplication/competition. Regions might be
different for different study modes, programs and for different groups of students. Thusfor
distance education domestic students the relevant region is Australia. In theory the region for
distance education fee-paying students is the world, but in practice the region for Australian
fee-paying distance education studentsis still the nation. The Commonwealth may want to
designate some highly specialised campus-based programs for which the relevant region is
also Australia, and other specialised programs for which the relevant region isthe
State/Territory. But for the large majority of the 80% of students who study internally the
relevant region has been defined by what is regarded as a reasonable commuting distance, say
1 hour’stravel. This hasinformed the Commonwealth’s planning of the sector, and in
particular, its funding of new campus developments.

Of the 39 universities listed in Stevenson and colleagues 1999 study of the distribution of
higher education resources across regions, all but 11 had multiple campuses. Since then
campuses have further multiplied, most with strong and much appreciated Commonweal th and
State support. Each campus devel ops arange of programs suitable for itsregion. To observe
that many campuses have a similar range of programs is to observe simply that many regions
have similar needs. Even if they offer the same programs, these campuses duplicate their
offerings only inasmuch as their catchment areas overlap.

It would be possible to change the understanding of higher education region by expecting
students to relocate to study on campus. But while this has some attractions, it has two major
disadvantages. First, students who are tied to their present location by their family or their
career would be most unlikely to relocate to study. Thiswould apply to, say, the 40% of
students who are over 24 yearsold. While mature students are likely to be less mobile they
are more suited to independent study and so could be expected to study by distance education
(by whatever combination of technologies). But many mature age students who do not have
recent experience of advanced study still prefer to study by the more familiar face to face
mode, so expecting them to relocate or study by distance education is likely to make
continuing professional development and lifelong learning harder to achieve.
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The second difficulty in expecting students to relocate to study on campusisin financing the
extra costs of travel to and accommodation and living expenses on a distant campus. Even if
the source for most of these finances were private, it is still money that would have to be
diverted from other, potentially more productive or rewarding uses. Many young students and
their families currently finance their higher education by commuting to alocal campus but
could not be expected to meet the extra cost of relocating to study at a distant campus. The
Commonwealth would have an equity obligation to provide support to these students as well
as providing extra support to students who are currently receiving study assistance through the
youth allowance, Austudy and Abstudy.

Different considerations apply to regions of different types. Assuming that for most of higher
education the region is defined by a reasonable commuting distance, higher education has 5
main types of region:

1 regions which include 3 or more campuses in which there is reasonable
competition/duplication in a broad range of programs, such as large but by no means
all areas of the large capital cities of Adelaide, Brisbane, Melbourne, Perth and

Sydney;

2 regions which include 2 campuses in which there is limited competition/duplication in
programs, such as Albury/Wodonga and Canberra/Queanbeyan;

3 regions which have a comprehensive range of programs but no
competition/duplication, such as Armidale, Ballarat, Bathurst, Bendigo, Churchill,
Darwin, Geelong, the Gold Coast, Hobart, L aunceston, Lismore, Newcastle,
Townsville, Rockhampton, Wagga and Wollongong;

4 regions which have alimited range of programs such as Alice Springs, Bundaberg,
Burnie, Coffs Harbour, Dubbo, Horsham, Kalgoorlie, Ourimbah and Whyallg;

5 regions which have no substantial higher education presence.

Asisargued in more detail later in this chapter, duplication and overlap of programs applies
only to regions of the first and second type. To observe that campusesin the third and fourth
type of regions offer similar programsis to observe simply that these regions have similar
needs.

Griffith agrees that planning for diversity is probably best done at the State/Territory level as
the discussion paper suggests. However, two States or Territories would need to be involved
with the Commonwealth in planning higher education for at least these regions:
Albury-Wodonga;

Canberra-Queanbeyan; and

Gold Coast-NSW north coast.
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L evel of aggregation

The discussion paper analyses higher education at four levels, expressing different goals for
each level.

Level Main goal

unit — to reduce the number of units with small enrolments,
program — to reduce duplication of programs by different institutions;
institution — to increase institutional specialisation;

sector — to increase systemic diversity.

It islikely although not necessary that different mechanisms would be appropriate at each
level. Itisalso necessary to consider the interaction of each possible policy response with the
teaching and learning financing models considered in Setting firm foundations:. financing
Australian higher education.

Small class sizes
Causes
There are probably 3 causes of units with small enrolments:

1 supply factors such as maintenance of high priority but low demand areas such as
physics honours, academics wishing to teach unitsin their area of specialisation,
maintenance of workloads for otherwise under-employed staff, and maximisation of
student load by academic organisational units;

2 demand factors such as students wanting a broad range of units available localy,
students being attracted to courses with multiple options, employers and professional
associations wanting specialist areas covered in programs; and

3 artefacts of enrolment systems such as students repeating units that are otherwise
discontinued, units with multiple codes for different programs, and students taking
individual study programs such as doctoral research programs that nonethel ess need
unique unit codes to conform to system requirements.

The Commonwealth expresses concern at the number of units with low enrolments because
this may reflect inefficiency or at least a sub optimal allocation of resources. The number of
units with low enrolments is not a good measure of the allocation of teaching resources and
therefore teaching efficiency. First, the unit of measure should not be enrolments but student
load. Secondly, teaching effort is not related to units, but to classes. A unit with 3 teaching
hours per week takes 3 times the teaching effort of a unit with only 1 teaching hour per week.
And any analysis should aggregate student load recorded in units with multiple codes for
different programs but who take the same class.
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A proper study of the allocation of teaching resources therefore needs to combine data from
the institution’ s student load file with data from its timetabling system, and this should be
checked with academic organisational units to ensure that the institutions' central records
reflects actual practices. Griffith undertook such a study in 1999 on 1998 data and found that
removing multiple unit codings reduced the apparent number of units offered by 32%.
Multiple unit codings were much higher for postgraduate courses where units may be taken
towards nested awards (graduate certificate, graduate diploma and coursework masters).
Removing multiple codings for postgraduate units reduced the apparent number of units by
48%.

Without such adetailed analysisit is not possible to say with any confidence the causes of
small class sizes in other institutions and in the sector overall. However, supply and demand
factors alone are unlikely to explain large numbers of small class sizesin a sector with an
average student: staff ratio of 20:1.

Possible policy responses

If the number of small class sizesis considered areal problem and is not just arhetorical
device to rationalise funding cuts, the Commonwealth should first investigate the extent of the
problem and possible causes. The analysis would have to be by regional type since different
considerations would apply to asmall class in aregion which hasonly 1 campus. If further
investigation showed that there weren't very many small classes one acceptable response
would be to do nothing. A threshold of small classesistolerablein view of the desirability of
maintai ning a reasonable choice of unitsin smaller regions, of maintaining high priority but
low demand disciplines, and in view of the difficulties and additional expense of possible
corrective action noted below.

The obvious response of cutting funding until waste is eliminated is too blunt to achieve the
Government’s aims since it would affect equally justifiably small classes. Increasing
competition would not reduce small classes since it would intensify the demand factors
causing units with low enrolments. National planning would be far too cumbersome to
manage at the unit level, and as the discussion paper acknowledges, too intrusive.

An alternative would be for the Commonwealth to publish data on the proportion of units with
small student load for each institution, which would soon lead to self-correction. The
Commonwealth might publish the proportion of units an institution offered with student load
less than 0.625 eftsu (5 students enrolled in a standard unit of 1/8™ of a fulltime load or 0.125
of an eftsu), in the band 0.75 eftsu to 1.25 eftsu (6 to 10 enrolments) and in the band 1.375 to
1.875 eftsu (11 to 15 enrolments). The Commonwealth might even contemplate constructing
an efficiency index which would be more complicated to explain but would have the
advantage of alowing institutions to off-set units with small student load against units with
very large student load and thus, at least on this analysis, taught efficiently.

Whatever form in which the information is presented, the mechanism of publish and self-
correction would be highly effective since no institution wants to be designated inefficient. If
necessary the Commonwealth could include an efficiency index in a contestable fund for
teaching performance or general institutional performance.
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Interaction with funding models

Inasmuch as demand factors contribute to institutions maintaining small classes, Government
regulation would affect institutions’ competitive position. However, publication and self-
correction would not compromise institutions’ competitive positions since they would have the
discretion to retain units which had substantial market justification.

Duplication of programs
Causes

As we noted above, programs are duplicated if they are sufficiently similar to be substitutable
and are offered in the same region. Both conditions have to be met for there to be duplication.

Two programs are functionally substitutable if they lead to similar educational and vocational
outcomes. But two programs are only actually substitutable depending on students
behaviour, and this may not coincide with functional substitutability. Thus two programs
leading to membership of Certified Practising Accountants Australia are functionally
substitutable but may not be actually substitutable if students would not enrol in the other
course if enrolment in their preferred course were not available.

Some of the cause of institutions’ duplication of programsis likely to be institutional
isomorphism discussed further below, but the overwhelming cause is the competition for
students. Depending on the program and the institution’ s circumstances program duplication
Is caused by institutions' competition to fill student load, to attract high-achieving students and
to attract domestic and international fee-paying students.

There can be no competition without duplication, or substitutability of programs. So if
duplication is a problem competition is the ultimate problem. The range of policy responsesis
therefore the mechanisms that might be available to end, limit or circumscribe competition.

Possible policy responses

Program duplication could be ended by planning the sector so completely as to remove all
institutional competition for students. Thisisunlikely to be acceptable politically even were it
likely to lead to desirable outcomes.

Another possibility would be to zone institutions, to define unique regions for each institution
or campus. Thisiscommon in public school education, of course. While there are some early
examples of zoning of US community colleges and British colleges of further education, these
institutions aren’t zoned now and there is no tradition of zoning post compulsory education
ingtitutionsin Australia. This, then, isalso unlikely to be acceptable in Australia.

It would be possible to define student markets not by students' location but by their level of
achievement. Thisisdone by the Californian state government which restricts direct
admission to the research-intensive University of Californiato first-time freshmen who are
high school graduates who have combined grade point averages and standardised test scores
placing them in the top 12.5% of all California high school graduates; it restricts admission to
the comprehensive California State University to the top 33% of California high school
graduates, and community colleges have open entry (Douglass 2000).
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California mandates strong student transfer programs by law, although their effectivenessin
supporting student mobility between segmentsis debated. In addition to limiting one
dimension of competition/duplication, the Californian system has an additional benefit of an
in-built limit to the size of the system. The more expensive selective segments can be at the
most 45.5% of a cohort, and demand for community colleges is depressed because the
programs they offer in their own right lead to |ess attractive vocations, they are of lower status
and the hurdles to transfer to a4-year institution are perceived to be daunting.

Whilein Australia admissions to post compulsory institutions are largely segmented by level
of student achievement, this occurs by the market of student places operated by the State
tertiary admission centres, where the unit of exchange is the tertiary entrance score.
Irrespective of the merits of this system, it isfirmly established in Australiaand disturbing it is
unlikely to be attractive if there are other mechanisms to limit competition/duplication.

Australian governments have along practice of limiting duplication/competition by level of
award. In 1957 the Murray Committee recommended that universities relinquish their sub-
degree programs, which then comprised 25% of their enrolments. In 1965 the Martin
Committee recommended that universities relinquish diplomas and advanced diplomas which
were to be the highest and distinctive awards of the advanced education sector it
recommended be established. 1n 1975 the Kangan Committee recommended that the
Technical and Further Education sector it recommended be formed offer awards only up to
certificate V. Since then Commonwealth and State governments have sought to maintain
designations of sectors by the level of awardsthey offer. Typically, this causes unhappiness
amongst institutions, staff and some students but is effective for as long as governments
maintain their will against institutions' vigorous submissions.

Thus, the advanced education sector won the right to offer bachelor degrees within 2 years of
the sector’ s establishment and it gained the right to offer coursework postgraduate degrees
soon thereafter and eventually gained the right to offer doctorates. The vocational education
and training sector has established the right to offer graduate certificates and diplomas and
now has gained the right to offer bachelor degrees in South Australiaand Victoria

It would also be possible to limit duplication/competition by field of study. While levels of
award have tended to be controlled at the Commonwealth level in Australia, fields of study
have tended to be coordinated at the State level. Thereisasuitable tool in the Australian
standard classification of education recently developed by the Australian Bureau of Statistics
and adopted for the purposes of reporting by both higher education and now vocational
education and training. Commonwealth-State planning bodies would probably need specialist
advisory bodiesin each of the 11 broad fields of education, so areasonably elaborate
administrative infrastructure would be needed. There would be considerabl e adjustment
expenses as fields were moved between institutions, but again this could be done readily
enough over time.

Interaction with funding models
Minimising duplication of, and hence competition between, programs removes any point to

the competitive models of financing teaching and learning. It would be consistent only with
the discipline-based model, model 1.
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Similar institutional types
Cause

It istrue that amost all Australian higher education institutions aspire to and conform to the
norm of a comprehensive, research-intensive, campus-based university. Thisisthe direct
result of Commonwealth policy since 1957 when it established the Committee on Australian
universities under the chair of Sir Keith Murray, chair of the UK Universities Grants
Committee. Aswe have noted, the Murray Committee recommended that universities discard
their sub-graduate teaching, and greatly expand their research and research training, essentially
introducing to Australiathe model of a modern comprehensive research-based university that
Wilhelm von Humboldt established in the University of Berlin in 1810.

The von Humboldt model was further refined and reinforced in 1965 when the
Commonwealth established the committee on the future of tertiary education in Australia
under the chair of Sir Leslie Martin, chair of the Australian universities grants committee. The
Martin committee recommended that universities stop offering diplomas, it increased the
emphasis on universities research training which was posited as their distinctive role and it
discouraged university involvement in external study because it argued that campus-based
education was most appropriate for university education.

The Williams committee of 1979 relaxed some of the restrictions on the university norm
established by Murray and Martin and maintained thereafter by the universities commission and
then the universities council, but it was careful to maintain the university type that had by then
been established. While the unified national system of higher education established by Minister
Dawkinsin 1988 formally provided for different institutional typeslargely defined by their size,
funding and therefore incentives were maximised for large, comprehensive research-intensive
institutions. The White Paper also restricted distance education to a limited number of distance
education centres to minimise duplication and maximize economies of scale.

The Commonwealth’s current policy intensifies universities’ concentration on research and
research training. Of the $5.4 billion the Commonwealth grants to institutions, $271 million or
5% is awarded to institutions for performance in research through the institutional grants scheme.
A further $516 million or 10% is allocated through the research training scheme which heavily
rewards research performance. The vast bulk of institutions’ grants — $4.6 billion or 85% of
institutions' total grants— is the general operating grant which is allocated by student load inputs.
Only 0.5% of ingtitutions' grants — the higher education equity programme and the Indigenous
support funding programme — are allocated for performance in equity.

TABLE5: COMMONWEALTH GRANTS TO HIGHER EDUCATION INSTITUTIONS BY BROAD
FUNCTION, 2002

Teaching Research | Research . Indige
Factor & only training Equity | nous

resear ch student
Name of institutional grant scheme | Operating IGS RTS| HEEP | SFP
Amount $4,613 m $271 m $516m | $.9m| 23.7m
% of total ingtitutional grants 85% 5% 10% 0.1% 0.4%
% allocated by performance 0 100% 100% 33% 100%
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Source: DEST (2001) Higher education report for the 2002 — 2004 triennium, tables exec2, 2.15,
2.13, 3.1, 3.4, http://mwww.detya.gov.au/highered/he_report/2002_2004/htmi/contents.htm

Since the only significant contestable funding for institutions is for performance in only one
institutional role, research and now research training, the only Commonwealth incentive isto
maximise ingtitutional performance in research. While there are signs of some diversity
developing in the system with the establishment of various groupings of universities, thisis
happening lowly and isin any case most unlikely to result in the diversity of institutional type
envisaged by the discussion paper.

Possible policy responses

Institutional types as different as those envisaged by the discussion paper — undergraduate-
only institutions, undergraduate and specialised postgraduate institutions, research intensive
ingtitutions, international specialists and specialised institutions — could be developed only
with firm national planning.

Another possibility would be to encourage differences between institutions by establishing
contestable funding for institutional roles in addition to the current contestabl e institutional
funding for research and research training. Under this option there would be an institutional
teaching performance fund of $271 million and an institutional community service and equity
performance fund of $271 million to complement the institutional grants scheme of $271
million, which would be renamed the institutional research performance fund. Institutions
would be allowed to compete for 2 but not 3 performance funds. Institutions would therefore
chose one of 3 options to maximise their ingtitutional performance:

research and teaching;
research and community service;
teaching and community service.
This model is elaborated in the later chapter on resourcing.

A third possibility would be to hope that deregulation and more competition would produce
greater diversity of institutional type. However, as the discussion paper notes, while expert
opinion is divided, there is a strong view that markets tend to vertical uni-dimensional
stratification and not horizontal multi-dimensional differentiation. This aso seems to be the
view of institutions themselves. Consider alist of Australian higher education institutions by
research performance. Ask theinstitutions at the top of thelist to rank institutions by teaching
performance and by performance in community service. At least according to their responses
to Crossroads, the biggest research performers put themselves at the top of these ranks as well.
This was also the assessment of the Committee for Quality Assurance in Higher Education
from 1993 to 1995.
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Interaction with funding models

Establishing distinctive institutional types by national designation and planning is consistent
only with mission-oriented funding, an option discarded by the financing discussion paper.
Developing institutional differentiation with multiple contestable funds depends on
performance based funding, which the discussion paper also rejected.

If the Commonwealth maintains its position on financing options, it is therefore left with
hoping that one of the more competitive financing options will generate at least some
worthwhile institutional diversity. But as we have noted, there can be no competition without
duplication or substitutability of programs. So if the Commonwealth restrictsitself to the 4
modelsin its financing discussion paper it will have to balance reducing program duplication
against increasing institutional diversity.

Griffith believes that the Commonwealth will need to revisit its financing options to achieve
the multiple goalsit has for the sector. The Griffith model of higher education resourcing
integrates the encouragement of institutions to develop new institutional types through
multiple contestable funding with a strong but streamlined role for the Commonwealth in
planning public investment in higher education through HECS places and a greater role for
business and other private funding sources through changes to the taxation and regulatory
regimes. The university elaborates its proposal in the later chapter on resourcing.

Sectoral diversity

The Commonwealth rules out re-establishing the former binary divide within higher
education, but does not consider increasing diversity by restructuring the higher education and
vocational education and training sectors. While the Commonwealth may not want to
restructure the sectors in thisreview, it should at least note the option which may be
considered in subsequent reviews.

Scope of action

The Commonwealth will need to consider whether its measures to reduce the number of units
with small student load, to reduce the duplication of programs and to increase institutional
specialisation applies:

only to student places and research funded by the Commonwealth;

also to domestic and international fee-paying places;

also to teaching and learning provided by fee for service; and

also to research funded by non Commonwealth bodies.

The Commonwealth will also want to consider the implications of its measures for income
earnings from fee-paying postgraduate and international students. The Commonwealth may
build up afew institutions by concentrating research and fee-paying students in them but

thereby reduce income earned by the sector as awhole and reduce the nation’ s foreign income
earnings overall.

The Griffith model 16 Institutional diversity



Timeframe

Developing significant diversity would take at least 20 years. Concentrations of research
strength and teaching excellence could be devel oped only gradually as institutions, staff and
students adjusted to the new planning framework. Australia should not be shy of adopting a
plan for higher education that would take 20 years to implement fully. The Californian master
plan setting the current arrangements for higher education was established by the Donahoe Act
in 1960 and has been kept relatively stable since. Over the same period Australia has
established the advanced education sector (1965), established the technical and further
education sector (1975) and effectively abolished the advanced education sector (1988).
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3 Resourcing

The Commonwealth’ s third discussion paper for its higher education review, Setting firm
foundations:. financing Australian higher education repeats some tendentious assertions about
institutions' supposed inefficiency but the core of the paper is 4 possible models for financing
teaching and learning. This chapter introduces some basic concepts about loans schemes and
deregulated fees which are used to consider the effects that each of the discussion paper’s
financing models would have on institutions' behaviour. It anticipates undesirable outcomes
from each model.

Griffith proposes ‘model 5, afinancing and sector-setting model for higher education that
comprises 4 parts, each with different criteria and processes to advance the multiple goal s that
the Commonwealth and the general community has for the sector. The Griffith model:

1 retains a strong but streamlined role for the Commonwealth in planning public
investment in higher education through HECS places,

2 encourages ingtitutions to develop new institutional types through multiple contestable
funding;
3 offersfinancial incentives for institutions to improve their management outcomes,

leaving it to universities to determine the most effective measures to achieve those
outcomes, and

4 gives business and other sources of private funding a greater role in higher education
financing through changes to the taxation and regulatory regimes.

Efficiency

Many of the assertions in Crossroads of higher education’ s inefficiency are wrong and others
areill conceived, provocative and unenlightening point-scoring, such as the claim that ‘ most
universities are fully operational for only 150 daysayear’. On the same analysis, of course,
the Australian Parliament is ‘fully operationa’ for only 70 days ayear, Parliamentary breaks
often leave Parliament House idle, weekend use of Parliamentary facilitiesis minimal and
shared use by community organisations or other providers in Parliamentary downtimes
appearsto berare.

The big increases in international student enrolments over the last 7 years have been achieved
by a steady revolution in work practices which has supported the introduction of intensive
summer semesters and other flexible teaching arrangements on shore, and by the introduction
of twinning arrangements, block mode, and shared teaching off shore. Further mgjor changes
in work practices are being made with the introduction of on-line learning.

Institutions are able to manage these challenges in the future, as they have so successfully
managed them over the last decade. Thereis, however, a structural contradiction in the
Commonwealth’sindustrial relations and financing framework for the sector which is beyond
the sector to handle itself.
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Revenue flexibility to support industrial flexibility

Enterprise bargaining assumes that enterprises have the discretion to:

1 negotiate wage outcomes that reflect productivity increases and the enterprise’s
resources;

2 change the enterprise’ s revenue by changing the prices of its products,

3 change the enterprise’s profitability by changing the volume of its products.

Universities have 1 but neither 2 nor 3. They therefore have no effective long-term discretion
to negotiate enterprise bargains. The outcome for the Commonwealth has been fortuitous
unplanned but significant savings since the new arrangements were introduced on 1 January
1996 which in 2001 amounted to 0.12% of institutions’ wage costs or more than $500 million
for the sector per annum. The outcome for students has been increased class sizes and reduced
access to staff resulting from a 33% increase in staff- student ratios from 1:15 in 1995 to 1:20
in 2001. The outcome for institutions and staff has been not only greatly increased workloads
but a hollowing out of the sector’s staffing structure. Astable al2 of Crossroads shows, since
1991 the proportion of academic staff above senior lecturer has grown by 29% and the
proportion of staff at lecturer level A has grown by 21%, but the proportion of lecturer level B
staff has fallen by 11%.

Under the current arrangements the differential between enterprise bargain outcomes and
ingtitutions' base grants automatically increases each year and is therefore unsustainable in the
long term. The Commonwealth should start by restoring the sector’ s funding shortfall which
has now reached $535 million p.a, generating a cumulative shortfall of $1,763 million since
1996. Threelong term strategies are open to the Commonwealth:

1 index institutions' base grants according to salary determinations by an academic
saaries tribunal;

2 index ingtitutions' base grants according to average wage movements less productivity-
based increases, such as the wage cost index developed by the Australian Bureau of
Statistics;

3 give institutions the other two-thirds discretion assumed by enterprise bargaining,

discretion to change the price and volume of their products.

The third option is clearly consistent with Commonwealth policy since 1996. Australia has
the considerable advantage of being able to examine the effects of this option in many
Canadian provinces and US states, which like Australia have cut general operating grants but
unlike Australia have given ingtitutions the flexibility to change their price/volume mix. The
outcome has been increases in tuition fees far in excess of increases in the consumer price
index, considerable unhappiness and agitation amongst students and their parents (particularly
those in the middle and upper middle income levels who suffer the full brunt of tuition fee
increases), legislated capping of tuition fees and therefore adoption of option 2 — increasing
institutions' base operating grants according to average wage movements.
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Griffith University would prefer option 1, indexing institutions’ base grants according to
salary determinations by an academic salaries tribunal, since the determinations of the
previous academic salaries tribunal were rational, credible and not subject to the vagaries of
industrial negotiation. But if that is not agreed the only acceptable option is 2, restoring the
sector’ s funding shortfall of some $535 million p.aand indexing ingtitutions’ base grants
according to the Australian Bureau of Statistics wage cost index.

The C(gmmonwealth’ s 4 possible models for financing teaching and learning are set out in full
below.

Model 1: Discipline-based model
Description:
This model isavariation on current arrangements.

The Government would set a maximum number of Commonwealth funded places for the
higher education sector. These would be allocated to institutions on the basis of an agreed
minimum number of places with a provision for a percentage variation around this level.
Institutions would be free to alocate places at the undergraduate and postgraduate coursework
levels and across disciplines. Institutions could offer places beyond Commonwealth funded
load on afull feepaying basis.

The Government would establish arange of public investment levels based on course costs.
The investment provided by the Government for a particular student would be the same for
courses within the same public investment level band. Commonwealth payments to
institutions would reflect the mix of courses they provide.

As now, most students would contribute to the cost of their course via HECS. Each course
would be allocated by the Government to one of the three existing HECS bands. The
allocation of courses to HECS bands could be reviewed periodically although continuing
students would be eligible to complete their course under their original band rate.

Enrolments in undergraduate full fee-paying places would be restricted to a certain percentage
of the overall load for each public investment level band but there would be no limit to the
proportion of full fee-paying placesin any individual course. Over time full feepaying students
would be able to transfer to a Commonwealth funded place on the basis of relative merit.

All students would have access to income-contingent loans.

Possible variations:

e Additional HECS band levels could be introduced to reflect the variation in personal
benefits from higher education.

e Thebasisof alocation of coursesto particular HECS bands could be varied.

e A single HECS band providing aflat-rate student contribution could be used.

! This section is taken from the Commonwealth’ s issues paper Setting firm foundations: financing Australian
higher education, pp 43-50.
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207 This model would address the inequities associated with the Relative Funding
Model, which is currently the basis for determining the amount of government funding
to ingtitutions. Current arrangements discourage specialisation by financially
penalizing universitiesif they want to place increased emphasis on higher cost courses.

208 Institutions would have increased flexibility over current arrangements in terms of
student numbers and also in terms of course offerings since funding would directly
reflect student mix. This model would allow institutions to take a more strategic
approach to their offerings and in arelatively predictable funding environment.

209 Full-fee paying undergraduate students would need to be limited to a percentage of
places at any particular government investment level band to spread the
Commonwealth’s commitment equitably across disciplines. They would be entitled to
transfer to a Commonwealth funded place after an appropriate study assessment period
if they met the merit criteriafor these places. It islikely that universities would
maintain some level of funded placesin all courses to ensure they remain attractive to
the brightest students seeking entry to courses without incurring fees.

210 Over time, as institutions specialise and greater diversity isintroduced into the
sector, student choice would increase. Access to higher education would be improved
with the introduction of income-contingent loans for all students and increased
flexibility in terms of total places.

211 Issues brought out in submissions to the Review are relevant to this model. Key
questions include:

e Doesthe model provide sufficient flexibility for institutions to pursue their
objectives?

e Doesthe model provide sufficient flexibility to introduce an appropriate level of
specialisation and diversity in the sector?

e Doesthe model provide sufficient choice for students?

e Should private universities be eligible for a greater share of funded places? some
funding models for teaching and learning.

Model 2: Fee deregulation
Description:
Under this model the Government would set the base rates for student contribution.

Universities would be free to adjust the rates above or below the base. Those institutions
choosing not to increase levels above the base rates for a specified majority of their student

load would receive afinancial loading from the Government. This would be based on the size

of the student load for which student contributions remain at the base rates or lower.
Institutions could review decisions annually.
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The Government would set a maximum number of Commonwealth funded places for the
higher education sector. These would be allocated to institutions on the basis of an agreed
minimum number of places with a provision for a percentage variation around this level.
Institutions would be free to allocate places at both the undergraduate and postgraduate
coursework level and across disciplines. Institutions could offer places beyond
Commonwealth funded load on afull fegpaying basis.

The public investment levels would be as outlined in the Discipline based Model.

Enrolmentsin full fee-paying undergraduate places would be restricted to a certain percentage
of the overall load for each public investment level band. Full fee-paying students would be
able to transfer to a Commonwealth funded place on the basis of relative merit.

All students would have access to income-contingent loans for their contribution amounts.

Possible variations:

e Asatransition measure, some capping of fee increases could be introduced.

e Thefinancial loading could be applied on a course basis rather than on an institution basis.
However, this could have implications for administration and associated costs.

e Thefinancia loading provision could be removed. However, this could have adverse
effects on vulnerable institutions.

212 This model would provide greater flexibility and choice for institutions. It would
provide a safeguard for institutions choosing not to raise student contribution levels for
the majority of courses. Base funding levels would be predictable, enabling institutions
to undertake their strategic planning with confidence.

213 Specialisation and diversity would be fostered because al institutions, in areasin
which they have particular strengths, would be able to vary fees and increase the
number of places. This would enable institutions to commit increased resources to
targeted areas, establishing a self-sustaining, reinforcing specialisation mechanism.

214 As aresult of greater specialisation and diversity, students would have significant
choice in terms of selection of institution, course, price and location. Access would be
some funding models for teaching and learning assured through the provision of
income contingent loans and increased flexibility in terms of total places.

215 Some element of central planning to meet labour market priorities could be
introduced by including a provision to designate a set percentage of placesfor
particular disciplines. This could be done through negotiation between the Government
and the institutions. Alternatively, increased government investment levels could be
offered for priority courses.

216 Issues of relevance to this model brought out in submissions are primarily those to
do with fee deregulation. some funding models for teaching and learning.
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Model 3: Flat rate learning entitlements
Description:

Each year the Government would allocate a set number of higher education learning
entitlements to students entering higher education for the first time. The entitlement, which
would represent the Government’ s public investment level, would be of a set value regardless
of the course for which it was used. Students would be able to use their entitlement for a set
number of years of equivalent fulltime study. The entitlement could be used for both
undergraduate and postgraduate coursework studies and would be transferable between
institutions. Use of the entitlement could be deferred and its value would be indexed.

L earning entitlements would be allocated on the basis of academic merit with set percentages
being allocated to school leavers and mature-age students. Students holding entitlements
would be able to apply to the ingtitution of their choice for the course of their choice, taking
into account the price of the course (and implicitly the extent of private investment required of
them).

Student load at institutions would be dependent on the demand for places and the ingtitution’s
limit on the number of places.

Institutions would set the price for all courses. Students would be required to meet the
difference between the course price and the value of their learning entitlement. Institutions
would receive an amount equivalent to the value of the learning entitlement plus the full
amount of the student contribution. If an entitlement were exhausted prior to completion of a
course, fees would apply for the remainder of the course.

Students not in receipt of alearning entitlement would study on afull fee-paying basis. All
students (including postgraduate coursework students) would be eligible for an income-
contingent loan for their contribution amounts.

Possible variation:

e Increasesin student load could be limited, in particular during atransition phase.

e Capping of fees could be introduced, possibly during atransition period.

e The Government could provide institutions with separate funding to reduce student
contribution levelsin targeted courses where market forces result in labour market failures.

e To encourage life-long learning, provision for additional equivalent full-time study could
be added to the value of the entitlement after a set number of years. (For example, ten
years after the initial learning entitlement has been exhausted.)

217 Under this model, the allocation of Commonwealth funds to institutions would be
driven by student demand. Institutions would have the opportunity to gain additional
funding by attracting more students and through increased student contributions.

218 Student choice is the cornerstone of the model but this could be constrained, at
least in atransition period, by capping the extent to which institutions can increase
enrolments.
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219 Competition between institutions would grow and this would encourage greater
emphasis on information provided to students to enable them to make informed
choices.

220 By limiting the learning entitlement to a set period (for example, 5 or 6 years of
full-time study), progression rates may improve as incentives to complete study in a
minimum amount of time would be strong. Several submissions to this Review express
the view that any time limit should not disadvantage students undertaking the
traditionally longer courses and double degrees, or act as a disincentive to undertake
honours and postgraduate study. Thisis unlikely. It is possible that it would provide an
incentive for a student completing a three or four year undergraduate degree to
consider undertaking further years of postgraduate study later in life.

221 Issues of relevance to this model brought out in submissions include those
associated with fee deregulation and issues to do with a student-targeted approach,
including:

What administrative systems would be needed to track students?

Would there be sufficient information in the market place to ensure students
made a well-informed decision?

Would students be sufficiently mobile for the market to operate effectively?
Would some universities, particularly those historically and/or regionally
disadvantaged become unviable? And if so, what would be the consequences?
How would universities plan given uncertainties in predicting student load from
year to year?

Could the need for particular skillsin the labour market be met without some level
of intervention?

Model 4: Variablerate lear ning entitlements
Description:

Each year the Government would allocate a set number of higher education learning
entitlements to students entering higher education for the first time. The entitlement, which
would represent the Government’ s public investment level, would be of variable value
depending on the course for which it was used. The value of the entitlement would be
determined by the Government.

L earning entitlements would be allocated on the basis of academic merit with set percentages
being allocated to school leavers and mature-age students. Students holding entitlements
would be able to apply to the institution of their choice.

Students would meet the difference between the value of the entitlement and the price of the
course. Students would be able to use their entitlement for a set number of years of equivalent
full-time study. The entitlement could be used for both undergraduate and postgraduate
coursework studies and would be transferable between institutions. Use of the entitlement
could be deferred and its value would be indexed.
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Institutions would set the price for all courses. Students would be required to meet the
difference between the course price and the value of their learning entitlement. Institutions
would receive an amount equivalent to the value of the learning entitlement plus the full
amount of the student contribution. If an entitlement were exhausted prior to completion of a
course, fees would apply for the remainder of the course.

Students not in receipt of alearning entitlement would study on afull fee-paying basis. All
students (including postgraduate coursework students) would be eligible for an income-
contingent loan for their contribution amounts.

Possible variations:

Increases in student load could be limited, in particular during atransition phase.

To encourage life-long learning, provision for additional equivalent full-time study could
be added to the value of the entitlement after a set number of years.

The variable value of the learning entitlement could be set at afixed percentage of course
price, subject to capping.

222 This model would provide the Government with options to adjust government
investment levels per student on the basis of course costs, labour market
considerations, other national priorities and potential future earnings of graduates.

223 The outcomes from this model would in many respects be as for the Flat Rate
Learning Entitlement Model. However, because the government investment level
would vary, some students would have a higher contribution rate than under the
previous model while others would have alower rate.

224 |ssues of relevance to this model brought out in submissions include those
associated with fee deregulation and issues to do with a student-targeted approach as
noted for the Flat Rate Learning Entitlement Model.

225 Although, for the sake of analytical simplicity, four distinct models have been
articulated it would be wrong to assume that they are mutually exclusive. Dawkins
(Submission 339) has put forward a hybrid model combining elements of some of
these models. He has argued that a hybrid approach may be necessary if a student
targeted mechanism were to be adopted to retain some form of direct funding to
institutions.

226 Dawkins suggests that in the short-term such amodel could involve about half of
the available funding going to students as learning entitlements and the other half to
universities to provide scholarships. In the longer term about 80 per cent of the funding
could go to students as | earning entitlements and the remaining 20 per cent to
institutions to be used for equity scholarships or ‘top-ups' to flat rate entitlements.
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Essential features of aloans scheme

These features of the higher education contribution scheme are essential for any extended
application throughout tertiary education:

1 payment of the fee to the provider is guaranteed by the Commonwealth Government to
protect providers from bearing the financial risk of loan default;

2 no interest is charged to the borrower to protect against the debt mounting to daunting
and unmanageabl e levels for those who can’'t afford to repay promptly;

3 but students who pay up front receive a discount of 25% (or to put the same point the
other way, students who take out aloan incur a debt 33.3% more than students who
don’'t take out aloan) in lieu of interest foregone and to compensate for the benefit of
using the tax collection system;

4 loans are recovered through the taxation system so that default is minimised and
collection costs are reduced;

5 students' repayment of the loan is contingent upon their taxable income reaching a
reasonabl e threshold and the level of prepayment is progressively related to students
taxable income.

Some people argue that Australia needs to learn alesson from the very large debts
accumulated by studentsin Aotearoa-New Zealand, but interest is charged on these loans and
so this experience is not directly comparable with Australia’s. Rather, Aotearoa-New
Zedand' s experience demonstrates the importance of condition 2 above —that no interest is
charged to the borrower to protect against the debt mounting to daunting and unmanageable
levels for those who can’t afford to replay promptly.

Students are not very sensitive to fees where the fee can be deferred with an income
contingent loan, and particularly aloan that is heavily subsidised like HECS. Indeed, that is
the whole point of income contingent loans: if they did not protect students from the cost of
their course much of their benefit in encouraging participation would be lost. So fees
underwritten by subsidised loans do not provide very good discipline against fee increases,
and thisis an important point in designing afinancing system, as the US experience shows.

Most student loansin the US are guaranteed and subsidised by the federal government but
there is no discount for up-front payment or surcharge for taking out the loan, loans are not
recovered through the taxation system and repayment is not contingent on the student’s
income. The US experience that students from low socio-economic background are
discouraged from higher education because they are more adverse to debt than other students
(Knight, 1997) is therefore not directly applicable to Australia where loans are income
contingent.

However, US federal loans’ lack of aloans surcharge is similar to Australia’ s postgraduate
education loans scheme which also doesn’t have a discount for up-front payment or impose a
surcharge for taking out the loan. The US experience that deregulated tuition fees
underwritten by guaranteed and subsidised loans but without a surcharge for taking out the
loan encourages the inflation of tuition fees (Knight, 1997) seemsto be applicableto
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Australia, and the early indications are that pelsisleading to increased postgraduate tuition
fees and that therefore the US experience of fee inflationisarea concern. The response of a
number of US states has been to cap fee increases, at least by public universities.

But rather than cap fee increases immediately the better approach isto start by adopting
principle 3 above — impose a surcharge on students who take out aloan in lieu of interest
foregone and to compensate for the benefit of using the tax collection system. Thiswould
Impose at |east some price sensitivity and it may impose sufficient discipline on fee increases
to avoid the blunt instrument of a cap. However, if aloan surcharge of 33% (which equates to
the current HECS discount for up-front payment of 25%) is not an effective discipline on fee
inflation some form of fee regulation should be considered.

Deregulated fees, debt aversion and vertical segmentation

Thereis no evidence that HECS even at itsincreased levels after 1997 has had an adverse
equity impact. Members of equity groups have not been more or less represented when
modest tuition fees were collected before 1974, during the brief time when tuition fees were
abolished from 1974 to 1987, nor after the introduction of the higher education contribution
schemein 1989. In particular, there is no evidence that members of equity groups are more
adverse to incurring a HECS debt at the highest level of $5,999 per equivalent full time study
load than they are of incurring a debt at the lowest level of $3,598 per eftsu.

If there were no aversion to debt whatever its level there would be little immediate equity
disadvantage in deregulating fees completely provided they were covered by income
contingent loans. Griffith is not aware of any study of aversion to debt covered by income
contingent loans. But it seems probable that members of equity groups would be more
adverse than others to incurring debt at some level. What that level might be will remain
speculative in the absence of market research, but is crucial in establishing the limitsto a
deregulated system.

A fully deregulated system with full income contingent loans might have full tuition feesfor a
resource-rich program of $15,000 per annum, books and ancillary study expenses of $2,000
pa, and accommodation and living expenses of $23,000 pa. Total study costs may amount to
$40,000 pawhich if deferred should incur aloan surcharge of 33% generating a debt of
$41,332 per annum, say atotal of $165,328 for a 4-year program. This might be compared
with living at home for a shorter and cheaper course, incurring a HECS debt of $10,794. It
seems likely that faced with such a choice a person from alow socio-economic status
background is more likely to choose the cheaper option than a person from a medium or high
ses background.

If thisistrue such afully deregulated system would establish aregressive cycle: students from
medium and high socio-economic status backgrounds would prefer better resourced but more
expensive programs which would add the advantage of a better resourced program to the
advantage they already enjoy coming from amiddle or high ses background. The system
would become even more vertically segmented by socio-economic status. The programs and
institutions that have accumulated prestige over along period of public funding would be able
to charge higher fees from which they could fund richer resources which students from low ses
backgrounds are less likely to choose because of their greater aversion to high debt, thus
accentuating the disadvantage they already suffer coming from alow ses background.
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Avoiding such aregressive reinforcing cycle should be a fundamental condition of any
deregulated fee system. It istherefore crucial to determine the level of debt aversion of
members of equity groups to establish the limits of a deregulated system.

There are difficulties with each of the models outlined in Setting firm foundations: financing
Australian higher education.

Mode 1

The description of model 1 is so brief asto be ambiguous, but one possible interpretation is
that public investment would be determined by teaching cost, whereas student contributions
would be according to personal benefits. There are two possible difficulties with such an
approach.

Teaching costs vary by subject, not by program, whereas student benefits — graduates
employment rate and earnings — vary by program, not by subject. Institutions would therefore
use subject as the basic unit for managing Commonweal th funding, but would use program as
the basic unit for charging HECS. Thiswould not be afundamental difficulty, but it would be
more complicated than using the same basic unit for both purposes.

The second difficulty may cause more problems. The Commonwealth considers some courses
such as law to be low cost (ignoring clinical legal education asif it were more optional than
clinical practice for health students and teaching experience for education students) but counts
them as having high student benefits. The result under the current system and continued in
model 1 isthat the public investment in law would be at the lowest level but that students
contributions would be at the highest level. Law students HECS contributions are currently
about 80% of the Commonwealth’s funding rate for the course, far more than the average of
25%. The relationship between current student contribution levels and the relativities for
public investment set in the relative funding model for a number of disciplinesis shown in
table 6.

TABLE 6: RELATION BETWEEN PUBLIC INVESTMENT AND STUDENT CONTRIBUTION LEVELS

STUDENT PUBLIC INVESTMENT LEVEL
CONTRIBUTION L ow Medium High
High law medicine
Medium business computing engineering,
sciences
education,
Low arts :
nursing

A hypothetical economically rational university would maximise its fee income by converting
all current HECS placesin law to full fee-paying places since it would greatly increase the
institution’ s income without greatly increasing the cost to the student since they are already
paying a high proportion of their course costs through HECS and would have accessto an
income contingent loan to pay full fees. The institution would transfer its current law HECS
places to courses like nursing that are treated in exactly the opposite way by the
Commonwealth: higher cost but low HECS.
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Model 1 and its variant model 2 alow full fee-paying students to transfer to a Commonwealth-
funded place ‘on the basis of relative merit’. Models 1 and 2 give ingtitutions flexibility to
transfer places between level. So an economically rational university would seek to offer all
but its highest scoring applicants afull fee-paying place in first year, offering the students who
perform best in first year a place funded by the Commonwealth in second year but keeping the
othersin full fee places. If that seemstoo venal for most universities to adopt with
undergraduates, the same arrangement would be possible at postgraduate level. An
economically rational but not excessively venal university would maximise its fee income by
transferring Commonwealth-funded and full fee-paying places between postgraduate levels if
not between undergraduate levels.

In models 1 and 2 the Commonwealth would adjust its payments to institutions to ‘reflect the
mix of coursesthey provide’. Thisis because the current arrangement of not changing
funding in response to changes in student mix penalises institutions which transfer load from
low cost to high cost disciplines. The discussion paper supposes that the current arrangement
discourages institutions from transferring load to high cost disciplines (para 207) although
thereisno firm evidence that thisisin fact the case. However, changing institutions funding
to reflect changesin their student mix might discourage institutions from responding to student
demand by transferring places from high cost to low cost disciplines—it might effectively lock
places in high cost disciplines, despite shiftsin student demand. Again, thereisasyet no firm
evidence that thisislikely to happen, but if it islikely that the lack of funding adjustment to
reflect student mix inhibitsinstitutions from transferring places to high cost disciplinesit is
just aslikely that introducing funding adjustments to reflect student mix would inhibit
Institutions transferring places from high cost disciplines.

Model 2

There are two possible problems with model 2. First, it assumes that students' choice of
course isinfluenced by course cost and we know that thisis not true, at least for HECS around
its current levels. So the market mechanism that model 2 posits to moderate feesis unlikely to
operate generally.

The second problem is potentially more serious. Consider a university that has moderate to
weak demand but which with care manages to fill itsload each year. It might have 4 idealised
types of courses: those that have high demand but are low cost such as law, high demand and
high cost such as physiotherapy, low demand and low cost such as arts and low demand high
cost such as engineering.

TABLE 7: 4 TYPES OF COURSE

STUDENT PROGRAM COST

DEMAND High Low
High physiotherapy law
Low engineering arts

Model 2 would encourage such an economically rational university to convert al its placesin
high demand low cost coursesto full fee paying places and transfer HECS places to high
demand and high cost courses with top-up fees, since in both cases students are likely to be
willing to incur the higher income-contingent debt. If model 2 retains broadly the current
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relativities between teaching costs, Commonwealth funding levels and base student
contribution levels at the current HECS bands, our hypothetical university would probably
discount arts places deeply to fill its Commonwealth-funded student load.

The university’ s treatment of high cost low demand courses such as engineering would depend
on the size of its engineering school and how many placesit would need to fill to meet the
“majority of student load’ specified by the Commonwealth to receive the financial loading
provided in model 2. If the university has alarge engineering school and needs only afew
extra students to meet the ‘ majority of student load’ to attract the Commonwealth’s financial
loading, it would be worthwhile discounting the engineering places just to attract the loading.
If the university has a small engineering school and needs alot more studentsto attract the
financial loading, the economically rational university would further shrink its engineering
school.

TABLE 8: ECONOMICALLY RATIONAL RESPONSE TO MODEL 2

STUDENT PROGRAM COST

DEMAND High L ow

High HECS + top-up fee Full fees

Low Depends on local factors | Heavily discounted HECS

There are two problems for the Commonwealth with this outcome. First, each institution’s
financial and student load modeling would be quite complicated. And institutions would find
it doubly hard to predict load because they would not only compete with other institutions on
offer strategy, but also on price. For both reasons institutions would have to centralise
decision-making on student load and course fees, removing discretion from academic
organisational units closest to students. Secondly, the outcome for the sector as a whole might
be perverse. Or even more difficult for the Commonwealth, the subsidy signals would be
sufficiently different for enough universitiesto make it impossible for the Commonwealth to
shape an optimal outcome for the sector as awhole.

Chapman (2002) notes that universities’ capacity to charge fees, including charging premium
HECS, isrelated to their reputation and to their location. Institutions' reputation, or in
business terms their goodwill, is directly related to their age: they have been built on an
accumulation of public subsidies. The older institutions also tend to have prime locations on
the fringe of the central business district which again have been contributed by the public
through the transfer of Crown land and the allocation of capital and general operating grants.
Since ingtitutions do not account for their goodwill in their financial statements and since they
do not pay rent, fee income is an economic rent which should be returned to general revenue,
not to the institutions that happen to be able to extract the economic rents. Therefore half of
any fees charged by institutions, including any premium HECS, should be returned to the
Commonwealth to alocate to general purposes, preferably to compensate for the adverse
equity impact of any fee deregulation.

Models3and 4
In both learning entitlement models the allocation of public investment and the shape of the

sector would be determined by the individual decisions of students maximising their own
interests but not therefore necessarily optimising the sector for the benefit of the community as
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awhole. Itisasymmetrical and in any case seems strange to invest heavy public policy in the
revenue raising side — with progressive tax scales; differential tax rates for different types of
earners, earnings and expenditure; and tax concessions, deductions and other preferential tax
expenditures — but to invest minimal public policy in the revenue expenditure side. Letting the
market decide the allocation of public fundsin higher education —the ‘level playing field’ —is
the expenditure equivalent of aflat tax rate on the revenue raising side.

The allocation of placesis also the generation of the labour forcein 4 years' time and the
allocation of effort in scholarship and research since there is a scholarship and research
component in funding teaching-learning. While no-one is suggesting full labour force and
research planning, it istoo risky to leave the provision of graduatesin 4 years time and the
allocation of research time entirely to the decisions of studentsin their final year of secondary
school.

In chapter 2: Institutional diversity Griffith notes that higher education has 5 main types of
region:

1 regions which include 3 or more campuses in which thereis reasonable
competition/duplication in a broad range of programs, such aslarge but by no mean all
areas of the large capital cities of Sydney, Melbourne, Brisbane, Perth and Adelaide;

2 regions which include 2 campuses in which there is limited competition/duplication in
programs, such as Albury/Wodonga and Canberra/Queanbeyan;

3 regions which have a comprehensive range of programs but no
competition/duplication, such as Armidale, Ballarat, Bathurst, Bendigo, Churchill,
Darwin, Geelong, the Gold Coast, Hobart, Launceston, Lismore, Newcastle,
Townsville, Rockhampton, Wagga and Wollongong;

4 regions which have a limited range of programs such as Bundaberg, Dubbo, Horsham,
Burnie, Whyalla, Kalgoorlie and Alice Springs,

5 regions which have no substantial higher education presence.

L earning entitlements may operate effectively in regions of the first type, and may operate for
some fields of study in region of type 2, but there would be no point in having learning
entitlements in regions of type 3, 4 or 5 since these regions aren’t large enough to support
more than one comprehensive provider, if that.

In addition to the problems with alocating learning entitlements by merit noted in the
discussion paper (paragraphs 157-8) the national system would also need a mechanism for
assessing applicants with work experience and other individual characteristics, and for ranking
applicants with previous tertiary education study, who are one third of commencing bachel or
students. The Commonwealth would also have to set learning entitlement sub quotas by State
if not by region for undergraduate and postgraduate places, since there is no way of assessing
the relative merits of a moderately achieving school leaver seeking an undergraduate place and
amoderately achieving graduate seeking a postgraduate place.

The higher education market is governed by a cycle of reinforcing reputations. In the absence
of any real knowledge of programs and institutions students choose their institution by
reputation. The oldest university, the University of Sydney has had more time to accumulate a
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reputation than any other, and so has the strongest demand and highest cut-off scores. In the
absence of any better information employers make their graduate recruitment decisions on the
hi-ho principle. Thisisavariant of the gi-go principle, garbage in — garbage out. Hi-ho
assumes high achieversin, high achieversout. Since the University of Sydney has the highest
cut-off scores, the hi-ho principle assumes it has the highest achieving graduates.

This cycle of reinforcing reputations is based on an asymmetry of knowledge which seems
fundamental to the relationship between teacher and student, and therefore even more so
between teaching institutions and prospective students. Learning entitlements would give
even more market power to the institutions and individuals who are already advantaged by the
cycle of reinforcing reputations and would entrench the cycle deeper.

Higher education is a positional good like Sydney harbourside real estate, membership of
exclusive clubs and gem diamonds. A large part of their value isin their scarcity, in the
position they give their holdersin areputational hierarchy. AsHirsch (1976) has shown, the
market in positional goods depends on creating scarcity, not supplying it. Exclusive clubs do
not increase the size of their membership despite the considerable financial benefit from doing
so since thiswould destroy their main value. For the same reason universities whose main
asset istheir reputation do not respond to the market signals of supply and demand. Learning
entitlements would therefore give students no greater bargaining power in the competition for
places in high demand programs and institutions.

At the other end of the market where the competition is not amongst students for places but
amongst institutions and programs for students, vouchers are not needed to increase students
bargaining power since they already have considerable consumer power.

L earning entitlements would therefore be of use only (1) in regions where thereis
duplication/competition between several institutions in a reasonable range of programs and (2)
where supply and demand for places are elastic and in rough equilibrium. Taking both factors
into account, learning entitlements might be effective for only about ¥4 of places overall.

L earning entitlements would not necessarily develop greater diversity of programs and
ingtitutions. As the Diversity discussion paper notes, while expert opinion is divided, thereisa
strong view that markets tend to vertical uni-dimensional stratification and not horizontal
multi-dimensional differentiation.
Applicants could receive at least 4 types of offer:

aplace but no learning entitlement;

aplace, alearning entitlement and a standard fee;

aplace, alearning entitlement and a discounted fee;

aplace, alearning entitlement and a premium fee.
An applicant might be willing to accept one of these types of offer for some institutions and
programs but not others. Applicants could not be expected to weigh all these permutationsin

advance. So State tertiary admission centres would have to allow institutions to make multiple
offers, thus increasing considerably the time and uncertainty of student admissions.
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Variously throughout the discussion paper the Commonwealth notes several limitations within
which learning entitlements have to operate.

a Places in medicine would remain strictly limited.

b. Specia arrangements may be required for courses which provide alarge part of State
Governments' workforce such as nursing and education. Other disciplines such as physics and
Asian languages would also claim special treatment.

C. The regions would have to be protected.
d. Other equity and community service considerations would have to be met.
e. Fee caps and other fee restrictions may be needed.

f. The discussion paper contemplates caps on institutions’ increasing their student
numbers, at least as atransitional measure (paragraph 218). Caps are presumably
contemplated not to protect some institutions from excessive growth, but to protect others
from too sudden aloss of students. But caps wont necessarily achieve this aim since some
institutions compete directly with several others and thus could lose students up to the cap to
severa ingtitutions, cumulatively suffering alarge sudden loss.

Asthe limitations to a voucher model are expanded and its complexity is elaborated, its
advantages are reduced and one of its considerable attractions of simplicity islost.

Per for mance based funding

The discussion paper givesits reasons for rejecting performance-based funding in paragraphs
229 and 232 to 233. But the Commonwealth confronted all of these issues when it decided to
allocate institutional research funding by performancein 1988. Asthe White Paper also
announced, the Government commissioned the development of institutional research
performance measures for implementation in the following triennium (Dawkins, 1988:93).
There seems no reason why a similar solution could not be found for funding by institutional
performance in teaching and community service.

I ncome-contingent loans available at private providers

It isimportant that students who pay tuition fees up front receive a discount of 25%, and to put
the same point the other way, students who take out aloan pay the Commonwealth 33.3%
more than students who don’t take out aloan in lieu of interest foregone and to compensate for
the benefit of using the tax collection method. With such a surcharge, income contingent
loans may be extended to all accredited providers, including private providers. Income
contingent loans could also be made available to TAFE institutes up front fees for diplomas
and advanced diplomas and for full fees for bachelor degreesif they are properly accredited.
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No public investment in private providers

Private higher education providers and the students who attend them should not be given
government funding since this would lose the whole point of having a private sector free of
Government control and would allow for the unplanned emergence of a de facto public sector.
The Commonwealth should concentrate its limited resources on maximising the capacity and
quality of public ingtitutions. Furthermore, the Commonwealth will want to get the maximum
leverage of the shrinking proportion of public funding of even public institutions to achieve
important social objectives such as equity and regional development.

Private investment in public providers

Private investment in higher education is desirable to increase the total funds available to
higher education, but it also may be considered desirable to broaden the sources of higher
education financing and to diversify the influences upon it. The Commonwealth correctly
observesin Financing that private donations and bequests are alower proportion of
universities funding in Australiathan the US. However, asis reported in the Victorian
Government’ s review of university governance (2002) private donations and bequests are not
amarkedly higher proportion of universities' income in Canada and the UK. This suggests
that US universities may have an unusually high proportion of income from donations and
bequests, rather than Australian universities having an unusually low proportion of donations
and bequests.

Financing considers only taxation expenditures to encourage private donations and bequests to
higher education. Thiswould not increase private investment in higher education, but merely
shift public investment from a direct investment to an indirect investment through a taxation
expenditure. To increase net investment in higher education any additional taxation
expenditure needs to be balanced by increased revenue raising. Overseas jurisdictions,
including the US, levy probate duty and thisis an important stimulus for donations and
beguests to charitable institutions, including universities, as well as being a source of
additional revenue to balance taxation expenditures.

Thus, the US Department of Treasury reports that there is overwhelming evidence that estate
taxes stimulate charitable bequests, and recent evidence indicates that they influence lifetime
giving aswell (Joulfaian, 1988). In apaper for the Brookings Institution, Gale & Slemrod
(2000) note that that the deduction in the estate tax for charitable contributions generates a
significant increase in contributions to the non-profit sector including universities, especially
among the wealthiest households. 1n 1997, of 329 taxable estates with gross assets above $20
million, 182 made charitable contributions, and those that did contributed an average of over
$41 million. The authors note that transfer taxes may aso encourage giving to charity during
life as away to reduce gross estate values.

Under -provision of Commonwealth places on the Gold Coast
The Gold Coast has a population of about the same size as Newcastle and much larger than

Townsville/Cairns and Wollongong, but the Commonwealth funds less than half the number
of places per 1,000 population on the Gold Coast.
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TABLE9: POPULATION PROJECTIONS AND COMMONWEALTH PLACES FOR SELECTED MAJOR
REGIONS, 2004

City Population projected by | Commonwealth-funded
2004 places per 1,000

Wollongong 269,320 29

Townsville/Cairns 278,571 28

Newcastle 486,600 24

Australia 20,011,200 20

Gold Coast 459,382 12

An extra 3,500 university placesis needed for the Gold Coast to bring it up to the national
average of places per population and an extra 7,000 places would be needed to give the Gold
Coast the same proportion of places as cities such as Newcastle and Wollongong.

The Commonwealth Government acknowledges the problem in its third discussion paper for
its higher education review, Setting firm foundations: financing Australian higher education.
However, the Commonwealth does no more than raise the question: it presents no option for
consideration. There are 3 options open to the Commonwealth.

1 Deregulation — allow institutions to fund places by charging fees

Increasing the number of places on the Gold Coast by deregulating fees would unfairly require
Gold Coast residents to pay for historical inequitiesin public funding.

2 Transfer places from over-provided and low demand areas

Places could be transferred from other areas which have more places per population and low
student demand. Only 0.88% of total Commonwealth places would have to be transferred to
bring the Gold Coast up to the national average. However, as the Commonwealth notesin its
recent discussion paper, the Commonwealth has found it very hard to transfer places between
regions and institutions, even when they have not been filled.

3 Fund additional places
Funding the additional places would cost the Commonwealth some $35 million per annum.

It would be optimistic to expect the Commonwealth to redress in one year a situation that has
developed over adecade, and in any case the Gold Coast campus would have considerable
difficulty expanding its capacity so quickly. The university therefore proposes that 200
additional places be provided to the Gold Coast each year, reaching the Australian average
places per population over 7 years.

Whichever option or combination of optionsis preferred, measures to redress historical
inequities in the allocation of Commonwealth funded places should be implemented before
any deregulated system is introduced following the current higher education review.
Otherwise the Coast would be trying to compete in a new deregulated environment while
carrying the historical disadvantages imposed by the former system.

The Griffith model 35 Resourcing



The Griffith model

The Griffith model seeks to advance the multiple goals that the Commonwealth and the
general community has for higher education by establishing 4 funding categories, each with
different criteria and processes to reflect different goals for the sector.

1 Sudent load-based funding

In the Griffith model the Commonwealth would retain a strong but streamlined rolein
planning public investment in higher education through allocating publicly funded places.
Thiswould be achieved largely by adopting the Financing discussion paper model 1, with 2
exceptions. Initsdiscussion of model 1 the university noted the anomalies and contradictory
price signals that would be given by having significant differences between a program’s public
investment level and its student contribution level. While there may be a good justification for
not having student contribution levels aligned precisely with public investment levels, there
would be no major misalignment in the Griffith model. Thiswould mean that current
relativities would be changed for law, either by increasing the public investment level to
recognise the high cost of clinical legal education, or by reducing the student contribution

level to HECS band 1 or 2.

In its discussion of model 2 the university noted that fee income is an economic rent which
should be returned to general revenue, not to the institutions that happen to be able to extract
therents. So Griffith’s second exception to model 1 would be to require half of institutions
income from full fee-paying places to be returned to the Commonwealth to allocate to general
purposes, preferably to compensate for the adverse equity impact of any fee deregulation.

2 Multiple contestable funding for institutional performance

In the Griffith model institutions would be encouraged to develop new institutional types
through multiple contestable funding. Thiswould be achieved by establishing an institutional
teaching performance fund of $271 million and an institutional community service and equity
performance fund of $271 million to complement the institutional grants scheme of $271
million, which would be renamed the institutional research performance fund.

There would thus be 3 contestable institutional performance funds:

1 institutional teaching performance fund of $271 m;

2 an institutional community service and equity performance fund of $271 m;

3 institutional research performance fund of $271 m (replacing the institutional
grants scheme).

Institutions would be allowed to compete for 2 but not 3 performance funds, for two reasons.
It would ensure that different types of institution had a reasonable opportunity of attracting
additional fundsif their performance were sufficiently strong. Thiswould be in contrast to the
process conducted by the committee for quality assurance in higher education from 1993 to
1995, in which al institutions competed in all categories and which concentrated additional
funding in afew ingtitutions. Secondly, alowing institutions to competein al 3 funds would
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result in their maintaining effort in al roles and thus not developing substantive diversity but
merely different levels of performancein al roles. Allowing institutions to compete for only 2
funds would require them to choose one of 3 options to maximise their institutional
performance:

research and teaching;
research and community service;

teaching and community service.

All ingtitutions would be tempted to continue competing for the institutional research
performance fund because of the considerable prestige attached to research. However, the
ingtitutional rankings are well known, and if the differential for top performance were high
enough many institutions would concentrate on the other areas in which they are better suited
to performing strongly. Thiswould encourage greater diversity in the sector, but it would be
driven by institutions choosing their own areas of concentration informed by an external
assessment of their relative strengths.

Institutions would be able to change the funds for which they compete in response to outcomes
and their performance. Some institutions may change the funds for which they compete early
in the new arrangements, but they would be likely to maintain a stable strategy after an initial
sorting. Institutions would be required to report on their expenditure of their teaching
performance and/or community service and equity performance grants, asthey are currently
required to report on their research management plans and the expenditure of their equity
program grants.

The ingtitutional teaching performance fund and the institutional community service and
equity performance fund would be established by new, additional Commonwealth funding for
the sector. Because the funds would be contestable institutions could not be sure of their share
of performance funds from year to year and therefore could not build performance funds into
operational budgets without destabalising continuing core activities and further casualising an
already heavily casualised workforce. Establishing contestable performance funds with
additional Commonwealth funding would give the Commonwealth considerable leverage over
the sector while rewarding and contributing directly to improving institutional performancein
coreroles for the sector.

The Commonwealth would need to commission the development of appropriate indicators of
institutional performance in teaching and in community service, as it commissioned indicators
institutional performance in research when it adopted performance-based funding for research
in 1988. McKinnon and colleagues (2000) have done some useful groundwork for such
indicators. In addition, the Department of Education, Science and Technology includes some
relevant indicators in its Characteristics and performance indicators of Australian higher
education institutions (200b).

The performance component for community/regional development might comprise three parts.
1 Equity performance, which would be assessed by the access, participation and

outcomes of members of equity groups as with the current performance component of
the higher education equity program.
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2 Contribution to community development, which would be based on a qualitative
assessment of the extent and depth of each institution’s teaching and research
community development programs. A teaching or aresearch program would be
classified as a community development program if much of its direction were informed
by a consultative community advisory committee. The extent of ateaching community
devel opment program would be measured by its number of students or participants.
The extent of aresearch community development program would be measured by the
time commitment of university staff.

3 Contribution to community service, which would be based on the commitment of
university staff time to participation in regional groups and activities, such as
membership of local school councils, advice to local government, and participation in
local community and service groups.

The Commonwealth already uses institutional performance indicators to allocate funds under
the higher education equity program and the Indigenous support funding program which could
be readily incorporated and expanded in an institutional performance fund.

Parts 2 and 3 would require extensive new data collection for those institutions wishing to
compete for community development performance funding. Some universities are already
considering or planning systematising and extending their community development programs,
such as Griffith’s office for community partnerships. Other institutions would need to make a
new commitment. While the Commonwealth should be slow to impose new data collection
burdens on institutions, this data would have the considerable benefit for institutions and the
sector as awhole of demonstrating the extent of community development and service provided
by higher education institutions.

3 Institutional effectiveness

The Commonwealth outlines the accountabilities it seeks of universitiesin several places
throughout its discussion papers. In paragraph 37 of the Governance discussion paper the
Commonwealth says—

The key areas in which the Commonwealth needs assurance and which are essential in
any accountability model, given the substantial level of fundsit provides, are:

e assurance about minimum levels of provision of higher education for Australian
students;

e financia assurance —the prudential use of funds to effectively deliver the outcomes
the Commonwealth seeks;

e quality assurance —in the sense of the quality of outcomes achieved; and

e probity assurance —in university operations and decision-making, particularly in
the provision of equitable and transparent access to university by students from
across the community, in universities’ research endeavours and commercial
ventures, and in their strategic decision making.

What the Commonwealth calls ‘ probity assurance’ would be a considerable extension of the
Commonwealth’s current institutional accountabilities and would require an extensive
monitoring of ingtitutions' administration and management.

The Griffith model 38 Resourcing



In its discussion paper on Diversity the Commonweal th sought a reduction in the number of
units with small enrolments, less duplication of programs, and increased institutional
speciaisation, and in Governance the Commonwealth seeks ‘ greater sharing and
rationalisation of infrastructure between universities’ (para 153), al of which would require
more detailed Commonwealth planning and intervention. In Governance the Commonwealth
also identifies several desired outcomes for the sector (para 187):

better workforce planning —
e theneed for senior university managers to have strong management skills (para 189);
o ‘careful consideration’ of the sector’s age profile (para 190);

more flexible employment terms —

e moreflexibility in theratios of continuing, fixed term contract and casual employment
types (para 197);
dissolving the distinction between academic and general staff (paras 201, 204);
teaching-only positions (para 205);
US-style teaching semester-only contracts (paras 208, 210);
more streamlined organisational change and redundancy processes (para 213);

improved performance management —
e streamlined unsatisfactory performance procedures (para 221);
e morediscretionary pay for top performance (para 223); and

faculty level bargaining —
e remuneration tied to revenue targets (para 225).

In addition the sector should aim to increase the proportion of women employed at lecturer
level D and above and to increase the number of Indigenous Australians employed in
continuing positions.

These outcomes are too numerous and detailed to be implemented effectively as governance
accountabilities. Furthermore, they would add to governments' monitoring of inputs and
processes rather than an evaluation of outcomes. The Griffith model offers financial
incentives for institutions to improve their outcomes, leaving it to universities to determine the
most effective measures to achieve those outcomes. Thus, the institutional effectiveness fund
could be awarded to institutions that achieved, say, 3 out of 5 targets set for the sector.

4 Greater role for business and other private sources of funding

Griffith proposes that business and other sources of private funding be encouraged to have a
greater role in higher education financing through changes to the taxation and regulatory regimes.
But rather than stimulate private funding of higher education with additional tax expenditures
alone, Griffith proposes a mix of tax expenditures and revenue-raising to achieve a balanced
outcome overall. Australia should adopt the practice of overseas jurisdictions, including the US,
of levying probate duty as both an important stimulus for donations and bequests to charitable
ingtitutions, including universities, as well as being a source of additional revenue to balance
additional taxation expenditures.
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4 Research

No issues paper for the 2002 higher education review considers research fully, possibly
because the Commonwealth recently completed a comprehensive review of research policy in
Knowledge and innovation: a policy statement on research and research training and
introduced further substantial reforms with the research training scheme. However, part 7 of
the Financing issues paper asks whether a greater percentage of Commonwealth research
funding be contestable (para 264), perhaps by stripping out the imputed research component of
institutions' general operating grants.

Griffith strongly opposes the Commonwealth increasing the proportion of its research funding
it makes contestable, at least for the current review period, for these reasons.

1 Long term investments

Much of the best research is speculative and long term. Australiatherefore needsto retain a
significant capacity to make the significant, long term investments needed to support this type
of research. Thisis not the kind of research that is supported by competitive research granting
schemes which typically support projects of 3 years' duration which are likely to produce
results with their funding term.

2 Concentration of effort, diversity of approaches

Griffith supports national research priorities to concentrate national research effort, but it is
vital to investigate common priorities with adiversity of ideas and different approaches.
Concentrating all research resourcing in 1 or 2 granting bodies would narrow the approaches
and perspectives supported, risking investing too heavily in and loosing time investigating 1 or
2 approaches which turn out to be unsuccessful. Maintaining a diversity of funding sourcesis
the best assurance that a diversity of approaches will be supported.

3 High quality research not just in a few institutions

The effect of making a higher proportion of research funding contestable would be to
concentrate research funding in afew institutions even more heavily than it already is. This
issue was considered in arecent review by the Higher Education Funding Council for England
(2000), which concluded that concentrating research funding much more in alimited number
of institutions would choke off significant amounts of current and future world-class research.
It also concluded that there would be high risks in withdrawing research funding from some
ingstitutions. Not only is high quality research extremely widespread, its emergence is not
predictable. The council therefore rejected a policy of explicit concentration of research
funding in a selected number of institutions.

Similar observations may be made about Australia. Just over 28% of research infrastructure
block grants, which are allocated according to institutions' shares of income from Australian
competitive grants, is allocated to institutions outside the group of 8 universities. Further
concentration of research funding in the group of 8, or an even smaller sub set of institutions,
would threaten this significant proportion of the nation’s excellent research.
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4 Undermine institutional capacity

Stripping research funding out of base operating grants would severely limit institutions
capacity to set their own research directions, doing great damage to them. It would turn
universities from institutions of teaching and research to teaching institutions some of whose
staff were sub contracted by an external body to conduct research.

5 Fund future potential, not just past achievement

It isvital for the future of Australian research that the nation funds ideas and people who have
potential but not necessarily yet an extensive record of successful research and publications.
Past achievement is relatively easy to identify and it justifies heavy investment. Future
potential is much harder to identify. It depends largely on the judgment of the senior
researchers who interact frequently with new and emerging researchers, largely through
teaching and research training. But because of the risksin assessing potential, only modest
investments should be made initially in new and emerging researchers.

The judgments are too subtle and the investments are too small for funding research potential
to be managed effectively and efficiently by external granting bodies. It isfar better to make
the funding decisions close to the senior researchers who make the funding recommendations.

6 Industry links

While Griffith believes that high quality research is an ultimate good that should be supported
for itsintrinsic worth, the university understands that the nation invests heavily in research
mainly for its economic and social benefits. Furthermore, universities cannot devote
themselves exclusively to knowledge advancement as if knowledge application were the
responsibility of others. The central issue for the Commonwealth, then, is not knowledge
advancement within universities for its own sake, but the excellence of knowledge
advancement and the efficacy of the links between knowledge advancement and knowledge
application in advancing the economic and social wellbeing of society.

Those links are more likely to be effective if made locally. Furthermore, Griffith believes that
the benefits of knowledge advancement are more likely to be realised if it isdonein
partnership with those who would apply knowledge. This argues for a distributed and multi-
faceted effort in knowledge advancement, not a concentrated and exclusive knowledge
advancement effort.

Recently, the Commonwealth Government has placed increasing importance on developing links
between higher education research and industry. For example, the Australian Research Council
link project grants supports high quality research that encourages research collaboration between
higher education institutions and industry. Proposals must contain an industry contribution which
Commonwealth funding matches. It will be seen from the table below that a disproportionately
large share of these grants and other research link grantsiswon by institutions outside the group
of 8. Further concentration of research funding in the group of 8 would perversely undermine the
Commonwealth’s effort to improve research links.
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TABLE 10: DISTRIBUTION OF EXCELLENCE IN AUSTRALIAN RESEARCH LINKS

Number won outside the % won outside the

Scheme : . ' -
group of 8 universities group of 8 universities

Special Research Centres 6 33%
Cooperative Research Centres 24 38%
Strategic Partners_hl_ps with Industry— 808 540
Research and Training grants
ARC link project grants 261 56%
ARC link infrastructure grants 25 41%

Sources: DEST (2000, 2001) Higher education report for the 2001 to 2003 triennium, tables
5.16 and 5.18, http://www.detya.gov.au/highered/he report/2001 2003/html/5_7.htm#t5 18,
Higher education report for the 2002 to 2004 triennium, tables E1 and 2
http://mwww.detya.gov.au/highered/he_report/2002_2004/html/default.ntm; Australian
Research Council (2002) 2001 large research grants by institution

http://www.ar c.gov.au/ncgp/outcomes/defaul t.htm

7 Research dissemination cf ‘trickle-down’

Knowledge advancement is achieved not only through close links and interactions with
industry, but also by disseminating research throughout the broader community. Researchis
not effectively disseminated by being concentrated in afew institutions. Asthe university
argued in its section on a‘world class university, most world class scholars’ interactions are
horizontal and international rather than downwards and local. Thereis no significant
academic trickle-down effect.

Research is best disseminated if it is distributed. Moussouris (1998:93-4) argues that broad
research dissemination or diffusion islimiting by concentrating on elite models of research
and development —

While participants in the new ‘ competitiveness debate’ generally acknowledged the
contribution of elite models of higher education to sustain the R&D that underlays
technological innovation — eg the MIT or Stanford exemplars of a‘world class
research university fueling the rise of whole new industries and high-tech districts—a
new research stream emerging at this time aso pointed out that this elite model appears
incompl ete from an economic devel opment perspective.

Indeed, amajor problem associated with the concentrated human capital investments
that characterise this‘R&D-intensive’ model isthat overall it fails to acknowledge the
import of diffusing skills broadly throughout the workforce in order to generate the
incremental improvements in technologies, products, and processes which generally
occur ‘downstream’ of the initial breakthrough-stage of an industry’s development. As
cross-national research went on to explore to what extent the broad-based, diffusion-
oriented education/training policies of Europe and Japan support the flexible, *high
performance’ production methods that facilitate continuous adaptation to both
economic and technical change, concomitant efforts to pinpoint US workforce skills
‘deficits’ focussed not on at the top end of the occupational pyramid but at various
points along the middle to bottom end.

(Emphases in the original; references omitted.)
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8 Work through effects of recent major changes

The Commonwealth has recently put $787 million or some 15% of universities funding at
risk through the changes introduced by the research training scheme and Knowledge and
innovation: a policy statement on research and research training. It would be extremely risky
to introduce any further changes until these have worked through the system.

9 Improved quality measures of existing contestable funding schemes

Griffith supports introducing quality measures into existing contestable funding schemes, such
as assessing the quality of publications as well as their volume.

10 Any future concentration on centres, not projects

If the Commonwealth increases the proportion of its research funding it makes contestable it
should allocate those additional funds to centres, not to projects. Increasing the proportion of
funds allocated to projects risks fragmenting research effort.

In summary, then, further concentration of research advancement in afew institutions would
reduce the extent and effectiveness of its application in advancing the economic and social
wellbeing of society, it would reduce the broad dissemination of research throughout society
and it would risk the projects and contributions of approximately one third of the researchers
identified competitively on merit as among the best in Australia.
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5 Teaching and learning

The Commonwealth’s second discussion paper for its higher education review, Striving for
quality: learning, teaching and scholarship argues for more systematic and objective measures
for assuring or comparing academic standards. The Commonwealth believes that one such
measure would be a comprehensive application of the graduate skills assessment, whichisa
genera test of achievement developed and administered by the Australian Council for
Educational Research. Results could also be used to rate institutions and programs.

In summary, Griffith submits:
academic standards

1 that auseful start to articulating and monitoring academic standards may be made by
adopting the 8 elements outlined by James, Mclnnis and Devlin in their response to
Crossroads (submission 11);
graduate skills assessment

2. that the Commonwealth has not demonstrated that any benefit gained from a general
use of the graduate skills assessment would outweigh the considerable cost,
inconvenience and difficulties of making it compulsory;
rating institutions and programs

3. that the cost and difficulty of rating institutions and programs need to be measured
carefully against the benefits sought from ratings, the utility of which would depend
heavily on their credibility. However a mechanism for supporting consumer use of high
education performance data should be established,;

staff policies

4. direct Commonwealth involvement in staff policies such as promotion criteria would
be damaging and counter-productive;

professionalising higher education teaching

5. completing basic instruction in the scholarship of learning-teaching should be made a
requirement of staff starting their first substantial teaching duties; and

quality learning

6. quality learning depends on the combination of several factors, of which teaching is
only one.
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Academic standards

Griffith University agrees that there would be benefit in strengthening processes for assuring
academic standards. The ways of assuring comparability of standards which are less obtrusive
are more acceptable within the sector but give less confidence in the comparability of
standards. And the measures which instil most confidence in the comparability of standards
are more intrusive and less acceptable within the sector. The question is whether
comparability of academic standards, which quickly slides into a discussion of assessment
standards, is of sufficient concern to warrant one of the stronger forms of assurance that would
meet such a concern.

Griffith believes that the eight elements for a system-level approach to articulating and
monitoring academic standards outlined by James, Mclnnis and Devlin in their response to
Crossroads (submission 11) are a useful start.

1 The process should provide aforum for continuing dialogue and consensus-
building on standards within the Australian academic community.

2. The process should be focused primarily within fields of study.

3. Dialogue on standards should be centred on assessment and grading practices
and how these underpin standards.

4. The process should lead to the articulation of a discipline-based assessment
framework that includes broad criteriafor learning outcomes and levels of
achievement.

5. The process should be concerned with how standards are defined and
monitored across the whole range of student achievement, from ‘ adequat€’
achievement to *high’ achievement.

6. The assessment framework that emerges from the process should recognise and
accommodate course diversity.

7. The process should generate public documents describing learning criteria,
levels of achievement and how these are assessed.

8. The process should contribute directly to enhancing teaching and learning
through the articulation of clear goals and expectations.

Graduate skills assessment

Griffith does not believe that the validity of the graduate skills assessment as a measure of
education value-adding has been established. It seems much more likely that the graduate
skills assessment is a measure of innate ability, in which caseit is measuring only the
selectivity of student admissions, not the quality of student learning or teaching.

Even were the validity of the graduate skills assessment established, it is not clear that it could
be used for the purpose for which the Commonwealth now intendsit. In table A2 of
Characteristics and performance indicators of Australian higher education institutions, 2000
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(DEST, 2002b) the Commonwealth reports that 0.48%, 0.78% and 1.23% of the variancein
course experience questionnaire scores in overall satisfaction, general skills and good teaching
were due to ingtitutional factors. So from 98% to 99% of variance in scores was due to non
institutional factors. If anything like thisis true for the graduate skills assessment it would be
almost useless as a measure of institutional performance.

The Commonwealth is also likely to encounter considerable practical difficultiesin extending
the use of the graduate skills assessment. It could make sitting the test a condition of the
allocation of a place subsidised by the Commonwealth, or if Financing model 3 or 4 were
adopted, the assessment could be the criterion for the award of alearning entitlement.
Queendand and the ACT currently use a common reference test to scale school-based
assessment of year 12 students and the graduate skills assessment could be used as the
common reference test for this purpose as well, thus saving additional effort.

The Commonwealth is likely to have rather more difficulty requiring the sitting of the
graduate skills assessment as an exit exam. The discussion paper reports the widespread use
of graduate examsin the US (para 105), but does not understand their place in the US system
fully. US higher education is organised at two education levels. Undergraduate programs are
of 4 years duration leading to the award of a bachelor of arts or sciences, but typically not to a
vocational or professional outcome. Pre-registration programsin the professions are typically
undertaken in graduate programs. Admission to graduate programs is after completing a
baccal aureate, but since this may be in any of a number of colleges at the same university or
another, graduate schools use graduate admission tests to rank applicants from different
colleges. What the discussion paper refersto as US undergraduate exit exams are better
understood as graduate entry exams.

While Australia has some graduate-only entry medical schools, most professional programs
for most students have undergraduate entry. Thus, Australian universities formerly offered the
graduate diploma of education after the completion of a bachelor of arts or sciences for which
the graduate skills assessment may have been a useful selection tool, but most pre-registration
education courses are now integrated 4-year programs with undergraduate entry. The graduate
skills assessment has therefore no function analogous to US graduate skills tests.

In the alternative the Commonwealth could require universities to make sitting the graduate
skills assessment a condition of students completing their course. Thiswould be unpopular
with students and institutions. There is no evidence that the mandatory imposition of this test
would do anything to significantly enhance the teaching and learning outcomes of university
education. It meets neither the needs of employers for more detailed information on the
outcome of programs, nor of the Commonwealth for a simple outcome measures of tertiary
education.

Rating institutions and programs

The discussion paper confounds assuring comparability of standards with arating of
institutions and programs. We may be confident that PhDs awarded by Australian universities
are of comparable standard since they are examined externally, but that does not inform a
prospective candidate about the best place for them to undertake a doctoral program in their
field. To servethe latter purpose an additional mechanism is needed. Again, the cost and
difficulty of rating institutions need to be measured carefully against the benefits sought from
such arating, the utility of which would depend heavily on its credibility.
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The discussion paper notes that private publishers produce ratings of institutions and programs
overseas, but suggests that the Graduate Careers Council might collate performance data for
Australia. Thus the discussion paper seeks a public sector solution to fill agap it identifiesin
the private sector. The difficulty with this position is that no credible publicly funded body is
likely to accept that rating courses and institutionsis a‘ proper use’ of performance data.
Indeed, the Commonwealth itself withdrew a proposal to publish institutional performance
data generated from the postgraduate research experience questionnaire because of vigorous
opposition from some institutions.

Griffith agrees that the Commonwealth should establish a mechanism for supporting consumer
use of higher education performance data. Such a mechanism should include sponsoring a
users group to specify requirements, consulting the sector on the use of performance data and
funding data providersto provide datain the agreed form.

Staff policies

Griffith agrees with the Commonwealth that there are gaps between rhetoric and practice in
rewarding and acknowledging effective teaching (paragraph 253 of Striving for quality:
learning, teaching and scholarship). However, the Commonwealth allocates no funds to
institutions according to their performance in teaching and this would be corrected in the
Griffith model described in the chapter on resourcing. The Commonwealth should also fund
Australian University Teaching Committee teaching fellowships similar to ARC research
fellowships.

Academic promotion policies and practices are very sensitive, they involve sophisticated
judgements which have long term consequences for staff and institutions, and they need to
reflect institution’ s different priorities and legacies. For these and other reasons direct
Commonwealth involvement in the issue would be damaging and counter-productive. If the
Commonwealth believes that institutions are not responding quickly or strongly enough it
should increase institutional incentives for good teaching-learning outcomes, which if
sufficiently attractive will ensure that institutions trand ate into individual incentives
appropriate in each case.

Professionalising higher education teaching

Griffith agrees that there would be benefit in professionalising higher education teaching.
Completing a basic introduction to the theory and practice of student learning, curriculum
planning and devel opment, course management, course evaluation, teaching, student
supervision, assessment and examination should be made a requirement for staff starting their
first substantial teaching duties. Griffith also believes that such graduate certificatesin
learning-teaching should be made available to students in doctoral programs who are
anticipating an academic career. Such a program would enhance the quality of the tutoring
and other teaching duties commonly undertaken by doctoral candidates. It would also ensure
that such PhD candidates graduate with foundations for careers in research and teaching. The
current completion times for PhD students funded by the Commonwealth should be extended
by a semester for students completing such graduate certificates.
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Professional preparation programs are most meaningful when the teacher is not only exploring
foundational theories of teaching and learning and gaining expertise and a repertoire of
behaviours encouraging student learning (eg, assessment) but also learning from the practice
of teaching in situ, doing * classroom research’ into student learning, trying out new
approaches in a setting in which he or she can be learning from (a) other *‘teaching peers’ and
(b) student learners as well as (c) professional mentors guiding the teacher further
development. Thiswould be achieved best by a program at the start of lecturers’ careers.
Ongoing opportunities for upgrading their ‘teaching and learning’ knowledge and skills should
be available throughout a teaching career.

Anin-service qualification would also avoid the difficulties of arranging for practice teaching
for highly specialised pre-service aspirants and would enable the university itself to be used as
the context for reflective practice for its own continuing or sessiona staff, engendering away
of continuing professional development. Such in-service programs should be required for new
teachers and encouraged for more experienced but unaccredited teachers by offering
incentives for participation in award programs in university teaching. Such incentives could
include: @) lighter teaching loads during the course of the program, b) priority given to
applications for promotion from staff who have successfully completed such an award
program, with ‘graduation’ counting as clear evidence of commitment to enhancing the quality
of teaching.

Griffith also believes that institutions need to improve their support of sessional teaching staff,
especially those engaged on casual contracts. Sessional staff should have:

aformal induction program including an introduction to the theory and practice of student
learning, curriculum planning and devel opment, course management, course
evaluation, teaching, and, assessment and examination paid for by the institution;

information on the place of the unit they are teaching within students’ whole programs;

a statement of their unit’s learning goals;

amapping of the unit’s assessment tasks and criteriato its learning goals;

statements of the roles and expectations of the sessional staff member, other staff teaching the
unit and the unit coordinator;

access to an experienced colleague other than their supervisor to advise them on dealing with
difficult situations;

regular consultations with the unit coordinator on students' progressin the unit.

These are mainly the responsibility of individual institutions, but the Australian Universities
Teaching Committee could provide useful general advice and support.

Quality learning

While quality learning features prominently in the discussion paper’ stitle, it is considered

hardly at al in the paper which is preoccupied with teaching quality. Quality learning depends
on the combination of four factors:
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teaching;
students’ learning skills and commitment;
the learning environment both on campus and at home; and

students' interaction with the learning environment, for example, in competition with
paid employment.

The Commonwealth directly affects the quality of learning environments provided by
institutions by its funding levels and incentives, and it also affects alarge number of students
interaction with higher education by the level of income support it provides to students
through the youth alowance (study), Austudy and Abstudy. The biggest single improvement
in the quality of teaching would be achieved by lowering student:staff ratios, which can only
be achieved by increasing funding levels.

The Commonwealth might further note that on-line learning radically changes the learning
environment and students’ interaction with it, and that portfolio-based qualifications would
dismantle the learning environment as it is currently understood. Unskilled or dependent
learners are typically unsuited to distance education and on-line learning and may need
considerable support to access portfolio-based qualifications. This suggests that the greatest
benefit from portfolio-based qualifications may not be in efficiencies and savings to providers,
but in the recognition of students’ prior achievements and the savingsin effort and time spent
in their formal study.

On-line learning will undoubtedly be of central importance in higher education, both by the
establishment of a new mode of |earning-teaching and the incorporation of on-line techniques
in other modes. However, on-line learning is still in its formative stage and much needsto be
done to develop the sector’ s understanding of how to develop on-line learning’s potential.
Griffith therefore supports the proposal for the establishment of an Australian Universities
Teaching Committee national center for e-learning.
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6 Vocational education and training

While universities fundamental role isin contributing to social and cultural development, they
have an extremely important teaching role in preparing learners well for future employment.
Because vocational education and training (VET) also prepares learners for future
employment, the relationships between the sectorsis critical. There are bound to be some
overlaps between what VET seeks to teach in some courses and what universities seek to teach
in some of their courses. Moreover, while studies undertaken in VET and universities should
be seen as separate and different, they should nevertheless be seen as equal in value when they
contribute to the same professional ends. For these reasons, the principles of credit transfer
and articulation across VET and higher education, creating alternative pathways for learners,
opening university courses to mature age learners, and sharing resources across sectors are
supported unreservedly. However, it needs to be recognised that gauging and recognising
equivalences across renditions of knowledge, as developed in the two sectors, is not
unproblematic and warrants serious attention in order to preserve the value and essential
character of coursesin each sector. That is, while no learner should be forced to repeat
learning in subsequent studies, at the same time, learners should not be disadvantaged by
inappropriate higher degree studies because of inadequate bridging of their prior learning
experiences to higher degree courses.

Equivalence of knowledge

The issues paper Varieties of learning: the interface between higher education and vocational
education and training argues that the higher education and vocational education sectors and
institutions have distinct missions and profiles. Thisisafundamental premise on which to
build effective relationships between the sectors. One of the most salient differences between
the sectorsisthe kind of renditions of knowledge that are developed, with universities seeking
to develop an understanding of research-based theoretical renditions of knowledge and
methods, and vocational education institutions seeking to develop an understanding of
knowledge for its direct utility in practice and renditions of this knowledge appropriate to
industrial standards of practice. Neither of these approaches has superior claimsto
knowledge; they are equivalent in value, but they are nevertheless different in their qualities.

In the case of university undergraduate degrees, the overall content has multiple purposes:
preparation for honours and higher degree studies, preparation for a profession, and general
education. Inthe case of coursesin vocationa education the preparation is focused squarely
on the target vocation and standards devel oped to capture practice in that vocation.
Assessment practices in each sector reflect this difference in the ways in which knowledge is
constructed, developed and rendered.

Thus, each sector has distinctive expertise in identifying, describing, devel oping and
evaluating these distinctive kinds of knowledge rendition. Indeed, the problems that the
discussion paper identifies at the interface of the two sectors (e.g. in recognition of prior
learning, credit transfer and articulation) are due in large part to the different ways of
rendering knowledge. For instance, the problems of identifying relationships between
vocational education content expressed as competencies, and higher education content
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expressed at content, are due primarily to the different ways in which knowledge is understood
and rendered in the two sectors, rather than to differencesin the value that should be afforded
the knowledge for its purposes. That is, the differences are important and salient; but they do
cause problems for learners making a transition from one to the other, unless attention is given
to making connections between the different ways in which knowledge is understood.

Such learning and transfer problems will not be overcome simply by replacing content in
undergraduate courses with content from vocational education and training. It is unlikely that
the content acquired in VET will have exactly the same characteristics as the content that it
replaces—it isunlikely to be derived explicitly from theory or to be understood by learnersin
same terms asin a university course. Rather, as competence, it islikely to understood in a
variety of other ways: in terms of industrial standards and relevant underpinning
understanding.. Thisisto say that, while such VET learning would be important in
professions at which such courses may be targeted, and it would be possible and desirable to
build relationships between such renditions of knowledge and knowledge rendered in the form
that it is normally developed in university courses, there is nevertheless a problem for learners
to be overcome. Direct unproblematic substitution of one set of content with another may
merely compound the learning problem in later parts of the undergraduate course. This
compounding may take the form of university expectations of knowledge renditionsin
theoretical terms, when the target understanding is being rendered rather in practical /
competency terms, and consequent learner frustration with the seeming disconnectedness of
content. Without explicit attention to connecting knowledge rendered in different formsin
different sectors, there is a danger of disconnected and ineffective learning, poor
undergraduate devel opment and ineffective higher education courses. Moreover the synergies
that can be achieved by connecting different ways of rendering knowledge will be lost.

Thus, what is needed is:

explicit recognition, in policy development, of the salience of the differences in the ways
in which knowledge is understood, devel oped and rendered in each sector,

recognition, in policy determinations, of the learning problems this causes at the interface,
attention, in policy decisions, to the implications for credit and articulation, and

explicit measures, in policy decisions, to overcome the learning difficulties.

In considering policy approaches, it should be noted that overcoming the difficulties requires
attention to connecting different ways of rendering knowledge. So, adirect replacement of
content in one course from one sector with content from another course from another sector is
not likely to be adequate, on itsown. What is required in integrating the two kinds of
knowledge rendition is learner engagement in activities that connect and examine each kind of
knowledge rendition, using the formalisms and codes of the other (Leinhardt et al 1995).

Such needs suggest that any piloting of approaches, aimed at overcoming interface problems
between the sectors, should include atrial of explicit integration of knowledge rendered in
different ways. It is possible that this may have implications for the overal length of
combined or articulated courses and this should be taken into account in both pilots and final
decision-making.
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Economics of higher education

The funding of higher education is based on the premise that teaching in higher education
should be research based to ensure that courses are at the cutting edge of knowledge, and
thereby provide a solid foundation for higher degree work, research training, and entry to the
professions. Accordingly, the level of funding takes account of the need for teaching staff to
undertake research, publish in scholarly journals, share knowledge at scholarly conferences,
read widely, use well resourced academic libraries and develop curricula appropriate to this
am. Thefunding of vocational education and training is based on a more one-to-one
relationship between teaching time and working time, with time available for reading and
course development, but not for the creation of knowledge and sharing it through conferences
and other scholarly work. For these kinds of reasons, it is appropriate that teaching in VET is
funded at alower rate than that of higher education.

It may be attractive to policy makers to seek to save public funds by encouraging the provision
of an early year or two of an undergraduate degree in VET, funded at alower teaching rate.
However, as pointed out above, this may lead to a diminution in the quality of undergraduate
learning if attention is not given to the differencesin the kinds of knowledge rendition, i.e. the
ways in which knowledge is recognised, identified, developed and understood in the two
sectors; or to the differences in research expectations of staff and their related approaches to
teaching. While commonalities may be discerned across some parts of higher education and
VET courses, it cannot be assumed that these commonalities are understood as such by
learners making the transition or that they are unproblematic for learning. Moreover it should
not be expected that VET teaching staff, operating at alower level of funding, will have the
capacity to develop higher-education-like knowledge renditions in learners. The transition of
learnersis usually supported at the higher education end by academic staff assisting learnersto
make the required connections, and by keeping the level of credit transfer within manageable
parameters. However, the success of existing arrangements depends on the level of credit
transfer and articulation, its relationship to higher education coursesin focused areas, and the
goodwill of higher education staff in supporting learner transitions.

Recommendations

e Universitiesand VET continue to be encouraged to effect better |earner transition
arrangements between their courses, because of the synergistic waysin which VET and
university studies can prepare learners for the professions and the potential to assist
learners in connecting the different kinds of knowledge renditions in which each sector
specialises.

e The development, monitoring and marketing of particular and appropriate pathways across
the two sectors be encouraged and facilitated. Such pathways should include the further
development of joint VET-HE programs.

¢ Funding of undergraduate degree studies continue at arate that enables them to continue to
provide cutting edge learner preparation for plural outcomes including higher degree
studies, research training and professional work.

e Studiesthat do not include these same plural outcomes not be denoted degrees, but be
given atitle that clearly capturestheir distinctive qualities.
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e A maximum level of credit transfer and articulation between VET and higher education
gualifications be set to preserve community recognition of the nature and qualities of
higher education degrees. This be complemented by encouraging the provision of bridging
learning experiences to assist the transitions between different ways of constructing and
rendering knowledge. Exceptions be considered only where there is evidence of joint
teaching and resourcing of course content with learners focusing explicitly on connecting
different ways of rendering knowledge.

e Theresources needed for full undergraduate degree work remain with universities, rather
than be dispersed across a new dual system.

e Policy initiativesin this area be constrained to ensure that they do not reduce options
availableto learners - especialy to those learners who are members of educationally
disadvantaged social categories.

e Policy initiativesin this area a so be constrained to ensure that they do not diminish the
high quality and appropriate distinctiveness of education and learning in each sector

e Any piloting of credit transfer or articulation arrangements include a piloting of innovative
practice in bridging the qualitative differences in renditions of knowledge as developed in
VET and higher education
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7 Equity

Crossroads is consistent with national higher education policy development since its origins
after WWI1 in seeking to place equity within a system structured for other purposes. An
entirely different outcome would be achieved if the system were structured to serve equity as
one of its primary purposes. Currently there are specific problems with the level of income
support for students from disadvantaged backgrounds and the interaction of income support,
paid work, and notionally full-time study. The Commonwealth gives no recognition and
makes no provision for the high additional costs institutions bear in providing adjunct support
services for students from disadvantaged backgrounds, particularly in their first year. These
burdens are likely to increase with the increasing reliance on on-line learning.

Some of these issues would be addressed by a greatly increased proportion of institutional
funding for performance in equity and community development as argued above. Thereisalso
an opportunity for the Commonwealth to make a significant contribution to improving equitable
access to higher education within the framework adopted by Crossroads. Studiesin the US and
in British Columbia have found that the time of making post-school plansisimportant in
determining tertiary education destinations. Most students who progress to the highly selective
research-intensive universities in North America decide to do so early in their school years,
around year 7. Students who proceed to the less sel ective comprehensive universities form their
aspiration around year 10 and 11. In contrast, almost one third of students who proceeded to
open entry community colleges decided to do so after they left high school. (Dennison et al,
1975:41-3; Medsker & Tillery, 1971: 45; papers available if sought.)

These results are consistent with more recent Australian Council for Educational Research
findings that psychological factors such as students' aspirations and self-concept of ability are
strongly related to their progress through school. Psychological theory in turn tells us that
peoples aspirations are framed by their environment and the behavioural models they
perceive. Griffith therefore supports the suggestion in Crossroads that improving higher
education participation by under represented groups requires intervention in the early years of
secondary education as pupils form their self-concept and aspirations (paragraph 104).

Asaresult, Griffith University, like other Australian universities, funds a number of link and
transition programs with secondary schoolsin itsregion. Thus, Griffith mounts Uni-Reach, a
series of dramas, workshops and weekly meetings with Griffith mentors to provide scaffolding
for pupilsin years 8 — 12 to reach for higher education. Some arrangements are targeted at
specific regions, such as the Logan campus early admission scheme and tertiary access
program for residents of the Logan campus region.

While these and similar programs are valuable contributions to the participating schools and
regions, they are necessarily small in scale, l[imited to specific local arrangements, they are
under-funded and they do not have secure organisational and financial support. Australia
lacks a national program of culturally appropriate outreach activities to develop aspirations for
tertiary study amongst secondary students and their parents and teachers. Recognising the
potential of such programs, the US federal government has established Gear Up, a program
for gaining early awareness and readiness for undergraduate programs.
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Gear Up funds partnerships of schools with low college transfer rates, community colleges
and universities, community organisations and business. The partnerships provide student
tutoring, mentoring and counselling; they strengthen the school curriculum, and they provide
professional development for teachers and staff. Gear Up isdistinctivein starting early in
students' development of post-school aspirations at year 7, in following whole classes or
cohorts of students for the 5 years of their middle and senior schooling as they progress
through to year 12; and in involving colleges, universities, parents and the community closely
in the program.

For example, CalWest gear up operated by the University of Californiaat Berkeley and the
West Contra Costa County school district startsin year 7 with student and family workshops
to complete a career interest inventory for each student and to start families planning for their
children’s college education. Inyear 8 the program concentrates on parents’ financial
planning for college, including determining eligibility for the several forms of financial aid
available. Inyear 9 attention returns to students to devel op more specific interests and their
awareness of individual colleges. Inyear 10 advisors meet every family and review all
students' college plans, activity plans, and financia aid profile, and these plans are monitored
and evaluated in years 11 and 12.

Project grad involving the University of Houston, Rice University, Texas Southern
University, Houston Community College and the Texas Education Agency includes a
cooperative school discipline program to improve classroom management, promote student
self-discipline, and build students’ self-esteem. The project also supports parentsin, for
example, supervising their children’s maths homework.

The University of Washington's early scholars outreach program engages high achieving
university students from similar backgrounds to those in participating schools to serve asrole
models and provide tutoring and mentoring. Various activities are organised at school and on
campus so that school students interact with university studentsin avariety of settings. A
series of workshopsis held for parentsto help families establish home environments that
promote academic achievement.

Interest in gear up far exceeded available funding in itsfirst year. The first grant applications
involved more than 4,500 organisations and the program could fund only one out of four
partnership applications from individual institutions and only half of the State applications.
The federa government has therefore almost doubled funding from $120 million in 1999 to
$200 million in 2000 and 2001, engaging almost 400,000 students nationwide.

While some features of gear up are specific to the US education system, it is a useful model
for afederal government to engage universities, the community and State departments of
education in what is primarily a State Government constitutional and financial responsibility.
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8 Indigenous Australiansin higher education

It is hardly surprising that the elongated argument of cultural distinctivities surfaces once
again particularly in light of equity issues as they relate to Indigenous higher education. The
most pressing structural barrier ssimply appears to manifestsitself in the dichotomy of
‘appropriate’ teaching methods as they apply to Indigenous learning.

Perhaps the most salient structural barrier lies within the differences between mainstream
perceptions of what constitutes ‘ appropriate’ means of education and that of Indigenous
peoples . Inthis context the Indigenous cultural practice of ‘coming into one’s own’ or the
non-Indigenous quasi-equivalent, ‘acquisition of life skills’, may be seen as a contributing
factor to the disproportionately high attrition rate of Indigenous students. In other words, until
approximately 35 years ago education was not compulsory for Indigenous peoples.
Conversely, Indigenous people matured and ‘ graduated’ with time’s life experiences and
knowledge and this, it would appear, seems to be one of many reasons why thereis an ever
increasing number of Indigenous students re-entering the educations system particularly the
VET sec