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SENATE
EMPLOYMENT, WORKPLACE RELATIONS,
AND EDUCATION LEGISLATION COMMITTEE
Thursday, 3 June 2004

Members. Senator Tierney (Chair), Senator George Campbell (Deputy Chair), Senators
Barnett, Carr, Johnston and Stott Despoja

Senatorsin attendance: Senators Carr, Crossin, Johnston, Marshall and Tierney

Committee met at 9.04 a.m.
EDUCATION, SCIENCE AND TRAINING PORTFOLIO
Consideration resumed from 2 June
In Attendance
Senator Vanstone, Minister for Immigration and Multicultural and Indigenous Affairs

Department of Education, Science and Training
Australian National Training Authority
Ms Janina Gawler, Chief Executive Officer
Mr Paul Jamison, General Manager, Stakeholders and Policy
Ms Kareena Arthy, Director, Research, Planning and Reporting
Higher Education Group
Dr Jeff Harmer, Secretary
Dr Wendy Jarvie, Deputy Secretary
Mr Bill Burmester, Group Manager, Higher Education Group
Ms Lois Sparkes, Branch Manager, Quality, Equity and Collaboration Branch, Higher
Education Group
Dr Caral Nicoll, Branch Manager, Funding Branch, Higher Education Group
Ms Maria Fernandez, Branch Manager, Student Support Branch, Higher Education Group
Ms Elizabeth McDonald, Acting Branch Manager, Quality, Equity and Collaboration
Branch, Higher Education Group
Innovation and Research Systems Group
Dr Jeff Harmer, Secretary
Mr Grahame Cook, Deputy Secretary
Dr Evan Arthur, Group Manager, |nnovation and Research Group
Ms Leanne Harvey, Branch Manager, Research Systems Branch, Innovation and Research
Group
Mr lan Lucas, Acting Branch Manager, Innovation and Research Branch, Innovation and
Research Group
VET Group
Dr Jeff Harmer, Secretary
Ms Lisa Paul, Deputy Secretary
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Ms Aurora Andruska, Group Manager, Vocational Education and Training Group
Ms Linda Laker, Acting Branch Manager, Industry Training Branch, Vocational Education
and Training Group
Ms Mary Johnston, Branch Manager, Quality and Access Branch, Vocational Education
and Training Group
Mr Ben Johnson, Branch Manager, New Apprenticeships Branch, Vocational Education
and Training Group
Ms Stella Morahan, Director, VET Policy and Review Section, Vocational Education and
Training Group
Ms Suzi Hewlett, Director, Industry Skills Section, Vocational Education and Training
Group
AEI Group
Dr Jeff Harmer, Secretary
Dr Wendy Jarvie, Deputy Secretary
Ms Fiona Buffinton, Group Manager, AEI Group
Ms Shelagh Whittleston, Branch Manager, Export Facilitation Branch, AEI Group
Mr Anthony Zanderigo, Director, Market Development Unit, Export Facilitation Branch,
AEI Group
Ms Rhonda Henry, Branch Manager, Educational Standards Branch, AEI Group
Ms Linda Laker, Director, Industry Regulation Unit, AEI Group
Mr Brett Pattinson, Acting Director, Industry Regulation Unit, AEI Group
Ms Karen Holas, Director, Industry Regulation Compliance Unit, AEI Group
Mr William Thorn, Branch Manager, International Cooperation Branch, AEI Group
M s Bettina Cooke, Director, APEC, North and South Asia Unit, AEI Group
CHAIR—The committee will continue its examination of the Education, Science and
Training portfolio. | welcome officers from the Department of Education, Science and
Training. The committee has fixed 23 July as the date for submissions by the department of
written answers to questions on naotice. | remind participants that oral evidence and documents
in estimates proceedings are part of the public record. The committee has completed issues
relating to cross portfolio, the Indigenous Transitions Group, the Schools Group, science
agencies and the Science Group. We now commence with ANTA and the VET Group,
followed by the Higher Education Group, Innovation and Research Systems Group and the
Australian Education International Group. We move first of all to consideration of matters
relating to the Australian National Training Authority and the Vocational Education and
Training Group of the department.

[9.05am]
Department of Education, Science and Training
Australian National Training Authority
Senator MARSHALL—I want to take you to answers to questions on notice E343-04.
You indicate in the last paragraph of that answer that total expenditure for employer
incentives and personal benefits during 2002-03 was $443.312 million. That amount was

comprised of $432.445 million for employer incentives and $10.866 million in personal
benefits. Can you explain to me what comprises the personal benefits?
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Mr Johnson—Personal benefits effectively comprise what is known as the LAFHA
component—the living away from home allowance. It is an element of assistance designed to
assist those apprentices who have to relocate from their homes in order to undertake training
and employment in another location.

Senator MARSHALL—Was any of that $10.866 million applied to Certificate Il
Information Technol ogy (Software Applications)?

Mr Johnson—To clarify, the LAFHA component of the personal benefitsis a payment that
goes directly to an individual new apprentice. It is quite distinct from the incentives for
employers that are available under the New A pprenticeships incentives program. There were
no payments that | am aware of that would have been made to any of the employers. | would
have to take on notice whether any of the trainees who undertook that particular package,
Certificate I11 in IT software application support, received living away from home all owance.
It may well be the case that some of those individual apprentices received such assistance.
But, in respect to the discussions we had with you on this matter last year, the payments
related to employees particularly flow from the New Apprenticeships incentives program.
They are quite distinct elements.

Senator MARSHAL L—As things have unfolded, it would be appear that there have been
around 10,000 rorts in this particular area—and we will get to that as we go through the
guestioning. | am concerned that there have been rorts of not only the employer incentives but
also the living away from home expenses in the personal benefits area. | want to know how
much of that $10-odd million has been applied to information technology software
application.

Mr Johnson—Certainly. | will take that detail on notice. If | could expand on my earlier
response, it might assist you in clarifying some further questioning. The living away from
home allowance specifically is a payment that provides assistance to new apprentices when
they relocate to a location—I do not have the detail of the distances in front of me—that is
obvioudy a substantial distance from their home base. Effectively it applies where they are
seeking to re-establish new living arrangements when they are travelling, for example, to
secure employment in Melbourne and have to move from Shepparton or somewhere else in
regional Victoria. | am not aware from our initial analysis, following the review of the
particular qualification with Victoria last year, of any instances of unusual or inappropriate
claims against that allowance.

Senator MARSHALL—So it is not used for expenses when travelling to do the schooling
component?

Mr Johnson—No. The payment is made to the individual apprentice based on an assessed
claim of eligibility. There are no restrictions on how that individual may choose to then apply
or use those funds; but, as | said, they are particularly to provide assistance with establishing
and maintaining accommodation and a place of residence to assist them to undertake a new
apprenti ceship.

Senator MARSHAL L—Can | take you to answer E346. In the last paragraph you say:
In total, incentive claims were made against 698 qualifications amounting to $385,595,669.69.

EMPLOYMENT, WORKPLACE RELATIONS & EDUCATION



EWRE 4 Senate—L egidation Thursday, 3 June 2004

Why is that figure different from the $432.445 million figure in the answer to question on
notice E343?

Mr Johnson—The total figure reported in the answer to the early question refers to
support for New Apprenticeships, which includes employer incentives and personal benefits.
The difference is that the answer to your subsequent question, E346, references only those
payments made against the employer incentives element of the support for New
Apprenti ceships component.

Senator MARSHAL L—No, not quite.

Dr Har mer—We will reconcile those two figures for you. We may be able to do that while
we go on to other questions, but we will try and do it as quickly as we can.

Senator MARSHAL L—The answer to the first question we were talking about breaks out
the personal benefitsto leave a total, and that total does seem to be significantly different.

M s Paul—I think the difference is that the reason the second amount is smaller in E346 is
to do with the incentives paid to employers for national training packages. Did you see that
part of the question? E343 is the total incentives—full stop.

Senator MARSHAL L—Could you just explain to me what the differenceis?

Mr Johnson—A new apprentice can be undertaking an apprenticeship pathway against a
qualification which is not identified under a national training package. There are some
incentives paid to employers where there has not been a qualification identified under that
national training framework. That is the distinction between the $432 million cited in E343
and the $385 million identified.

Senator MARSHAL L—Can you check on that? If that is the explanation, that is okay.
Dr Harmer—We will confirm that.

Ms Paul—I am positive that is the explanation. What we can do is offer you a couple of
examples on notice.

Senator MARSHALL—Yes. It is roughly $50 million difference. If there is $50 million
going into non-national—

Ms Paul—I would not expect any more than that, given that most qualifications are
covered by packages these days.

Senator MARSHALL—Can | take you to E347. The Hansard shows that when we talked
about that you indicated that you would be able to provide details of all employers that had
over 20 employees and that you would be able to capture that information. You were fairly
certain of that, from the Hansard. After the question was taken on notice you indicated that
there was some difficulty in the amount of information and you did not give us that. Being
very cooperative and in a good mood when you asked about that, | agreed that, yes, we could
broaden that question out. But | then missed out on theinformation that | was actually seeking
to obtain, which was this. To put it simply, so you know exactly where | am coming from, |
want to know what employers were in on the rort, effectively. It has been put to me clearly
that, for instance, some call centres signed up their entire work force to these programs and
effectively had three weeks of wages subsidised by the Commonwealth and only had to
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provide up to two days training. | want to know which employers were in on it. If there was
the odd employer that only picked up one or two people as trainees, that is okay, but | am
trying to identify people who put a significant proportion of their work force into this training
program. Given your concerns about trying to capture al the information, | am willing to
accept some advice from you on how you might best give me the information | am seeking.

Ms Paul—It sounds like it is the employers that you are most interested in. Perhaps we
could narrow it by qualification—if you are interested in the particular qualification that you
named before.

Senator MARSHAL L—It isonly that particular qualification.
M s Paul—We thought it was every qualification, so that helps us.

Senator MARSHALL—That is the Certificate |1l Information Technology (Software
Applications) qualification.

Ms Paul—Yes. That is what | assumed from what you said before. | am happy to look into
that. | have just been told that we do not normally give out the names of employers that we
give incentives to, but | think | need to look into that. | do not know if there is something we
need to say about that.

Mr Johnson—Historically we do not usually provide release of information paid to
individual employers. As Ms Paul indicated, we can certainly undertake an analysis against
the particular qualification.

Dr Harmer—Senator, you are not necessarily after the amount paid to individuals, you
just want a listing of the employers that participated in that scheme. Is that correct? You
would like both possibly.

Senator MARSHALL—Yes. | am trying to work out who was involved. No-one can
argue seriously to me that companies that effectively signed up their entire work force into
this program were doing it for the right reasons. They were doing it simply to obtain a
Commonwealth subsidy—to subsidise their wages. Where we draw the line on that can be
subjective. If you want to capture the information and have some further discussions with me
before you rdease it formally, | am open to that, because | do not want to embarrass any
employers that were doing the right thing.

Dr Harmer—We will give you as much information as we can.

Ms Paul—Absolutely. We will have to get on to OTTE—the Office of Training and
Tertiary Education—in Victoria because it was their review that identified the employers.
Maybe the way we can do that is to give you the employer and the number of trainees.

Senator MARSHAL L—That would be useful. Last time | think you advised me that there
were no Commonwealth departments involved in training under this qualification. |Is that till
the case?

Mr Johnson—As far as | am aware, there were no substantive claims made by
Commonwealth agencies, athough | think | indicated to you in our last discussion on this
matter that we were aware that a number of RTOs, particularly Broadscope Training Services,
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had made direct approaches to Commonwealth government agencies to provide training
support for their staff.

Senator MARSHAL L—Do you have a copy of the Victorian review—the OTTE review?
Mr Johnson—I do not at this stage.

Senator MARSHAL L—Has it been compl eted?

Mr Johnson—The review was effectively completed in November last year.

Senator MARSHAL L—What communication have you had with OTTE?

Mr Johnson—As | indicated when we covered this issue previously, the New
Apprenticeships centres assisted the state department in undertaking a review of al individual
employersinvolved in providing training in this qualification. Their role in the main as part of
that review was to provide information based on an assessment that OTTE had provided about
the appropriateness of this qualification to that workplace. That information was provided
back to the state department for their assessment and approval. Late in November the state
department indicated that because a substantial number of employees were still hesitating in
making a determination about whether they wanted to amend the qualification, proceed with
the qualification or cancel it, they wrote directly to those residual employees indicating a
particular date and saying that if they did not make a decision about the continuation of that
qualification those training contracts would be cancelled. That information was compiled by
the Office of Training and Tertiary Education in Victoria. At this stage we have received
progressive spreadsheets on the performance of that assessment process in the course of the
review over the last few months of last year. We have not received any formal assessment or
outcome from the state as yet.

Senator MARSHALL—How do we know that 3,234 new apprentices registered under
Certificate I11 Information Technology have been cancelled or withdrawn?

Mr Johnson—As | said, the spreadsheets that the state department has provided to us
indicated progress reports about the number of employees and new apprenti ces who—

Senator MARSHAL L—You have not derived that information from the report itself or the
investigation?

Mr Johnson—No. We have been provided that by working directly with the state
department.

Senator MARSHALL—You obtained the fact that 7,233 new apprentices had agreed to
transfer to an alternative package qualification?

Mr Johnson—Yes.

Senator MARSHALL—In total, there were over 10,000 people doing this qualification
who ought not have been doing it? Do we know whether most of them were done through
Broadscope?

Mr Johnson—My understanding is that the number of new apprentices supported directly
by Broadscope with a formal registered training contract was in the order, as | indicated to
you last time, of only 1,840 trainees, prior to that registered training organisation being
suspended by the state department and the review being initiated by OTTE. There were
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obviously a more substantial number of employers and trainers who that registered training
organisation were servicing at the time but who had not yet entered into a formal contract of
training. In terms of formally registered apprentices supported by that particular RTO, there
were 1,840, so they were not the majority. It isfair to say it is a substantial number, but by no
means a magj ority.

Senator MARSHALL—Where does the other 8,000-odd come from?

Mr Johnson—I understand from advice from OTTE that there are 53 other registered
training organisations with this particular qualification within its scope of registration in
Victoria. Effectively, those other numbers that you refer to have been generated by the activity
of those other registered training organisations in this area.

Senator MARSHALL—Some $19 million was paid out by the Commonwesalth in
incentives for those people?

Mr Johnson—In response to question E348, | think we indicated that that figure is correct.

Senator MARSHALL—Out of the 3,234 new apprentices that had their new
apprenticeship cancelled or withdrawn, has the incentive payment been obtained back from
the employer?

Mr Johnson—An objective of the New Apprenticeships centres participating in the state
review was to determine the appropriateness of the particular qualification to the workplace.
For those that were cancelled or withdrawn, we have reviewed them on a case by case basis
and, in the magjority of cases, we have not sought to recover payment because there has been
no instance of fraud or misrepresentation by the employer.

Senator MARSHAL L—Inthat case you would know the answer to my previous question:
how many employers were signing up the bulk of their work force simply to get the incentive
payment? Are you now saying there were none?

Mr Johnson—We have not undertaken an analysis of individual employers in particular
industry areas you refer to—for example, communication centres. Through the review process
our focus has predominantly been on supporting the state and ensuring that employers
understood their obligations under the relevant state VET training arrangements, and ensuring
that they were aware of their obligations to provide appropriate supervision and training to
their apprentices and that their workplaces were suitable for the training and delivery in this
qualification. When we talked with you last year, we indicated that the focus of the review has
been trying to assist those employers in the main to move into more appropriate qualifications
if, in fact, it was identified that the Certificate Il1 in IT (Software Applications) support was
an inappropriate qualification.

Senator MARSHALL—I agree with that, and that is a proper course of action. But | am
also worried about the incentives that are being paid when they should not have been paid.

M s Paul—I think Mr Johnson is agreeing with you in short. He is saying that we did ook
at it on a case by case basis and we could not find instances like you have said, where clearly
an employer was acting in a fraudulent manner to acquire an incentive in bad faith for the
wrong reason. In fact what we have found was employers were using the incentives
correctly—that is, to attract their employees into training—and they had done that in good
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faith. So we have not found instances—I think is what Mr Johnson is saying—of what you
were concerned about. Rather, we have found that they entered into this qualification in good
faith, not realising that it perhaps was not the most appropriate qualification for their
employees.

Senator MARSHALL—I cannot dispute what you have found, but all the anecdotal
evidence that | have been given and some of the literature, including the Broadscope's web
page, certainly indicate the opposite. | think you agreed with that last time.

M s Paul—OTTE was most concerned, as we were, about the marketing approach, and that
was certainly part of the investigation, as we said last time. But what | was talking about there
was something a bit different, which was: had the employers at the end of the day wilfully
defrauded the program? And no, we have not found that.

Senator MARSHAL L—It took everyone to be part of the program. Everyone had to agree
to doit for it to happen, and it has happened a lot. Will you be seeking a copy of the Victorian
report? It was completed last November. | am surprised that, given you have paid out the bulk
of the money, you do not have a copy of that report.

Mr Johnson—Yes; we can provide that to you after confirming that with OTTE.
M s Paul—It is a matter for OTTE, but if you would like us to seek it, | am happy to do so.

Senator MARSHALL—I would. | think you ought to seek it as a department, anyway,
and have it. | would certainly like a copy of that. On question 354 in the last paragraph you
have said that in the next monitoring round, in January-February 2004, it is the department’s
intention to monitor and review additional targeted files relating to Victorian commencements
in Certificate 1l 1T (Software Applications) with a specific focus on New Apprenticeships
centres, compliance with contract obligations and the New Apprenticeships support services
operational guideline requirements. Is that review complete?

Mr Johnson—It has been completed. It was undertaken in December-January late last year
and earlier this year.

Senator MARSHALL—That is probably available, but | have not been ableto find it. Can
you point me to where | can get a copy of that?

Mr Johnson—It is one of our ongoing internal monitoring reports. We can provide you
with some information on the outcome of the review. We do not as a general matter of course
in our program publish releases of specific performance information on NACs. There
certainly is some information available on the new apprenticeships web site about NAC
performance data, which is in the public domain, but as you correctly indicated, that would
not refer to the outcomes of that review. There is no unusual reason for that. As | said, the
department, as we indicated last time, undertakes regular monitoring both, on a six-monthly
basis and on an exception basis, and on a quarterly or amonthly basis with individual NACs.
My recoallection of the outcomes of that particular monitoring is that there were no substantive
matters of concern found about the performance of NACs in providing support and
information to employers. But we will provide that information to you from that particular
review.
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Senator MARSHAL L—But that conclusion does not seem to gdl with the evidence before
us, either.

Mr Johnson—The issue, as Ms Paul indicated earlier, is really one around the capacity of
the New Apprenticeships centres obviously to fully discharge their contractual obligations to
the Commonwealth. Obviously, a key part of that is to provide information to employers
about relevant training pathways, the appropriateness of a qualification to their workplace. |
am confident from the review process that we have undertaken with all of the New
Apprenticeships centres in Victoria and the history of this particular event that they have
pursued that in all cases with employers. The issue we predominantly explored last time was
one where the majority of employers had entered, prior to engagement with a New
Apprenti ceships centre, into acommercia fee-for-service agreement with aregistered training
organisation which effectively had already presented to the employer the benefits—albeit
perhaps inappropriately—of pursuing training in this particular qualification in their
workplace.

| have had extensive discussions with the management of all our New Apprenticeships
centres and we have reviewed their individual signups, both through the review you referred
to earlier this year and as part of the six-month review undertaken with the state last year.
Overwhelmingly the response | have received both from monitoring the file information and
from contacting affected employers through this particular qualification was that NACs were
confronted with the situation where either employers were already commercially locked into
an arrangement with a registered training organisation and therefore had a fixed view about
wanting to proceed with the training or they had already been told very clearly by what they
understood to be an accredited registered organisation by the state that this training was
relevant, appropriate and legitimate for their organisation.

Senator MARSHALL—So you are satisfied they will check on that; is that what you are
saying?

Mr Johnson—Yes.
Senator MARSHAL L—They get $500 for every bum they put on a seat, don't they?
Mr Johnson—They do get afee-for-service payment; that is correct.

Senator MARSHALL—AnN it is pretty easy. Where is the disincentive? | accept what
you have said about the cancelling and the contractual obligations, but when an RTO comesto
them and says, ‘We have already found the employer. All we need the New A pprenticeships
centre to do is fill out the appropriate paperwork, make the application to the Commonwealth
to release the money and you get $500,’ that is pretty enticing, isn't it? Have the 3,234
apprenti ceships that were cancelled as a result of this had to pay back that $500 bum-on-seat
fee?

Mr Johnson—We have reviewed the cancellation. A particularly intention of the
monitoring round was the cancellation and transfer of contracts by individual New
Apprenticeships centres. | would have to take on notice whether we have actually recovered
any fee-for-service from those New A pprenticeships centres.

Senator MARSHAL L—Do you think it is appropriate that those fees would be recovered?
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Mr Johnson—Certainly. The program provides scope for the department to recover both
fee-for-service and incentives from a New A pprenticeships centreif it is determined that those
were paid inappropriately for any reason.

Senator MARSHALL—It occurs to me that that is the only way to stop it happening.
Otherwise if they get cancelled and still put 3,234 times $500 into their organisation, the
balance of incentive to disincentive is out of whack.

Mr Johnson—If | could just expand on that. | certainly appreciate your comments in
respect of needing to provide a more rigorous framework for performance. We certainly do
provide specific monitoring of the services that NACs provide at commencement. It is a key
element of their current performance framework under the contract and impacts on both our
assessment about the viability of their ongoing contract with the department and the broader
performance across the three years of this current contract round. In addition to that the
department hasinitiated, in large part in response to the review and this qualification last year,
specific target monitoring of individual employers and new apprentices to try to ascertain the
level of support and information provided. That is supplemented obviously by the
administrative audit of NACs performance records. It certainly extends well beyond a
counselling or mediation discussion.

Senator MARSHALL—There is one question on notice that has not been answered and
that is E376. Do you have an answer to that today?

Mr Johnson—I am not aware of that. The questions tabled on notice only go up to 367
from Senator Carr. The last question on notice | have from you, Senator, is 366.

Senator MARSHALL—It is from the supplementary hearings in November. If you have
not got it, that is okay. | will get the secretary to provide you again with that question. If you
could answer that as quickly as you can—

M s Paul—We will do it as soon as possible.
Senator MARSHAL L—I appreciate that.
Dr Har mer—I do not have that question on my list.

Senator MARSHAL L—I understand. Someti mes they fall off. That is okay. Broadscopeis
in liquidation. | have been told—they have been writing to me and | am sure they have been
writing to you—that the directors of Broadscope have set up an equivalent organisation and
that they are again applying for funding under the New A pprenticeships system, in a different
gualification this time and being quite successful. Would you know whether these directors
areinvolved in another company applying for Commonwealth incentives? Would that concern
you? Are you able to check?

Mr Johnson—That certainly would be of concern to us. These are private individuals and
obvioudly the state department’s capacity to restrict their ability to seek further employment is
limited under their VET legislation. We worked closely with the state department of training
last year to monitor the performance of al of those 53 RTOs. In respect of the principals of
Broadscope, we were made aware by OTTE of where those individuals relocated some of
their business activity last year. | think it is fair to say that the state department has focused
strongly on the performance of the organisations with which they were previoudy affiliated. |
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understand that, under the current arrangements, if they were to seek to recommence activity
independently as a registered organisation they would obviously have to seek to apply to the
state for formal scope for the provision of training within that qualification.

M s Paul—We do not think they have applied.
Mr Johnson—We are not aware that they have applied.

Senator MARSHAL L—From your answer | deduce that you simply rely on the states to
do the probity checks. What level of checking do you do? You are providing the bulk of the
money in terms of incentives, aren't you?

Mr Johnson—Certainly the New Apprenticeships incentives program is administered
entirely by the Australian government and through the New Apprenticeships centres.
However, the individuals involved with Broadscope Training Services were registered as a
registered training organisation.

Senator MARSHAL L—Generally, then, what sort of probity checks do you do on RTOs
to whom you are providing i ncentive payments?

Ms Paul—That is the legal responsibility of the state training authorities, so the legislation
to do with those probity checks rests with the training authority in each state. Because they
hold that legislation and we do not duplicate it we must liaise very closely with them to
understand where organisations or individuals are up to. We also look to our NACs for
intelligence, which we may be able to offer the state training authorities to exercise their legal
responsibilities correctly.

Senator MARSHAL L—Does ANTA have any discretionary decision making power about
whom to give money to?

M s Gawler—No.

M s Paul—I suppose it is the split of responsibilities between the levels of government as
to who holds that legal responsibility.

Senator MARSHALL—That does not quite fit, really, because we saw under the last
system that there were over 10,000—maybe some of them were mistakes but even if we allow
for a margin or error—rorts of the system, managed by OTTE in this case. We do not really
know what might have been happening. It would appear that it is probably not to the same
extent. So thereis a history of failure there. You provide all of the money but do not have any
discretionary power or do any independent probity checks of RTOs. It just seems a little
nonsensical.

Dr Harmer—It is quite similar to a range of other areas where the Commonwealth
provides the bulk of the funds and the states are responsible for the registration and probity
checks. In cases where we have evidence or information we work quite closdly with the
states, as Mr Johnson said. There are areas such as schools and universities where the
Commonwealth provides a lot of money and we rely on state legislation and state regulation
to control the organisations. There are two options for us in those situations. (1) the
Commonwealth can set up its own legislation, which is duplicated administration and not
usually the desired way to go or (2) we can work very closaly with the state registering bodies
and regulatory authorities, which is the way we are operating here.
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M s Paul—Perhaps | was giving too narrow an answer as well by just answering on the
absolute legality of it. It is probably worth us painting the picture of what our roleis. | would
hate to paint a picture that we do not closely monitor or care, so | will ask Mr Johnson to
describe therole.

Mr Johnson—We certainly play, through our New Apprenticeship centres, a very active
role in monitoring the behaviour of particular registered training organisations. Our national
training and youth Internet management system, which is our eectronic information system
for managing registration of training contracts and qualifications works jointly with the states
to map any changes in commencement activity by RTO with particular qualification. | can
refer quite specifically to the fact that it was the basis of information brought to the attention
of the department by the New Apprenticeships centres in Victoria that the department
contacted the state department formally to instigate reviews around this particular
gualification and around the individual registered training organisation. Not to paint a picture
of separation as Ms Paul said, although states play a role in registering training organisations
under the Australian quality training framework and regularly auditing their performance
against a set of national standards, we rely on the support and information provided by NACs
about the range of servicing and information and standards that RTOs are providing—we have
both informal and formal ways of communicating that to the state departments.

Senator MARSHAL L—The secretary advises me that we have found an answer to E376.
Dr Harmer—That is my information too. | think it went up to you on 23 February.
M s Paul—We are glad we have done that. Sorry we could not find it.

Senator JOHNSTON—I want to keep going along the lines of what Senator Marshall has
been asking about. In November | asked some questions with respect to the CFMEU's
training centre at Welshpooal in Perth. | am still waiting on a response to those. Can somebody
give me a report about the $1 million that we paid in 1998? How are we going? We were
waiting on the state to tell us what is happening. | have got questions E340 and E341 from
November and from February | have got E932, E933, E944 and E935. Are there any updates
on them?

M s Gawler—I believe we have tabled those, but if we have not | will follow it up.
Senator JOHNSTON—You have tabled the answers?

Ms Gawler—I believe we have responded but, if the material has not been received by
you, we will follow it up. However, | can step through the response | have as | understand the
question. ANTA approved $996,000 on 6 July in 1998 to enable the WA Builders Labourers,
Painters and Plasterers Union—now known as CFMEU—to purchase equipment as part of
expanding the construction skills training centre in Welshpool.

Senator JOHNSTON—Who was the applicant for the money?

M s Gawler—The applicant was the WA state as required under the MINCO in accordance
with section 14 of the ANTA Act. It states:

All contractual matters relating to the establishment of approved Skill Centres and the appropriate use
of public funds will be the responsibility of the State or Territory.
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ANTA executed the funding schedule for this project with lan Hill, the then chief executive of
the WA department of training, and subsequently with the then WA Minister for Employment
and Training, the Hon. Graham Kierath, a Liberal member of parliament, who executed the
funding agreement with the then secretary of the union, Kevin Reynolds. That is the situation
as | understand it. Following that, we undertook audited financial statements and the annual
reports of the CSTC. It showed that the equipment was purchased and the additional training
has taken place as aresult of the ANTA grant.

Senator JOHNSTON—What equipment was purchased and how much was spent on it?

M s Gawler—The purchased equipment is outlined in the schedule: there were two cranes,
a forklift, an elevating work platform with boom, an elevating work platform scissors type,
haoist, van body, mobile scaffold, scaffolding, fall/arrest safety equipment, building fit out,
printer, projector, TV and video, office/classroom furniture, 10 rigger sets, 10 scaffolding sets,
rigging, workshop tools, and computers and peripherals. The grant was to purchase training
equi pment specifically and that, as we understand it, was so acquitted.

Senator JOHNSTON—How much was expended on that equi pment?

Ms Gawler—According to our knowledge, $996,551 was allocated and expended against
that equipment.

Senator JOHNSTON—Is there a detailed break up of what each of the items cost and
where the money came from?

M s Gawler—I do not have that material with me but | am sure that we can provideit.

Senator JOHNSTON—Who was the grant to and who actually acquired the proprietary
rights and the equi pment?

M s Gawler—The grant was provided directly to the WA state department and it undertook
the executed agreement between the department and the secretary of the union.

Senator JOHNSTON—Do you have a copy of that agreement?
M s Gawler—I have sighted an unexecuted copy.

Senator JOHNSTON—Do we require an executed, stamped copy before we grant the
money?

Ms Gawler—My understanding is no. We executed a funding schedule with the chief
executive and all ocated the funds on the basis of the funding schedule that we provided to WA
as against our requirements at that time.

Senator JOHNSTON—So the act simply empowers you to pay the money to the state as
long as you are satisfied that the state is happy?

Ms Gawler—That is correct. All matters are the responsibility of the state or territory.
Senator JOHNSTON—Do you see a problem in that?

M s Gawler—We have subsequently identified some concerns arising out of that particular
matter and we have taken some action to address those concerns.

Senator JOHNSTON—What actions have you taken?
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M s Gawler—Specifically, we commissioned a skills centre program report from Ernst and
Young, which is currently being finalised. We expect that to be with MINCO in November
2004. In addition, our internal processes in managing the skills centre program have required
detailed, front-end review of applicants' eligibility; financial status; corporate governance
arrangements, including analysis of constitution, articles of association and previously audited
financial statements. We have also introduced evidence requirements for certain sources of
recurrent funding, that being one of the issues that has been addressed; and industry
contributions towards skills centres. We also require greater involvement in acquitting skills
centre projects, which involves the receipt of audited financial statements. We are currently
working with the states and territories to develop a revised funding mechanism for skills
centre grants, which will be trialled as of August 2004.

Senator JOHNSTON—Are you suggesting amendments to the legislation?

M s Gawler—We believe that at the moment the legislation will stand; the procedures that
we would follow should cover the requirements in relation to the issue we have confronted.

Senator JOHNSTON—Is the objective to have greater surveillance of the capacity of the
applicant to provide the services and training that they advertisein their application?

Mr Jamison—The objective will be to ensure that the states conduct as rigorous as
possible scrutiny inrelation to this.

Senator JOHNSTON—What is the enforcement mechanism, though?

Ms Gawler—The requirement for allocation of the funding must step through the
procedures being outlined. In terms of accountability of public funds it is till the state's
requirement to ensure that they are fully executed according to the requirements as outlined
under both the legislation and the contractual obligations we have set out.

Senator JOHNSTON—So it is a Commonwealth template contract?

Ms Gawler—The Commonwealth contracts a funding schedule with the state; the state
then contracts with the skills centre for the delivery as against the application that has been
provided and that we have investigated prior to agreeing to the funding schedule.

Senator JOHNSTON—The comfort | am looking for is that the Commonwesalth has a
remedy. Tell me how we are going to get a foot in the door—some privity between the state
and the training authority.

Mr Jamison—We would require at the front end greater scrutiny in terms of the
procedures to establish that. As | understand it, we also require appropriate acquittals in terms
of the money that we have granted being expended in the manner to which we suggested that
that would be done.

Senator JOHNSTON—Let’s look at the dark side: you do al that, you are happy and then
they just rip the money off—as has been the case here, as | understand it. Then the state does
not tell you anything about it and you have no contractual involvement at all between the state
and the training centre. How do we get into the deal ?
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M s Gawler —The advice we have received from the WA state government in relation to the
expenditure and the skills training outcomes for the CSTC is that it is meeting the
requirements for the delivery of skills training.

Senator JOHNSTON—How do we know that though?

Ms Gawler—We have investigated and have been assured by the WA state government
which carries the responsibility for the expenditure of the funds. Our legal advice indicates
that there is no recourse to action if the expenditure of the funds is being directed towards
skillstraining. My understanding is that this is the outcome that WA has assured us of.

Senator JOHNSTON—They are always going to tell you that, aren’'t they? They are never
going to tell you that they have been ripped off and that they have no remedy. How are we
going to benchmark in a clear and transparent way that the objective and outcome we seek are
being attained? The state government—indeed, the minister in this case is a strong supporter
of the particular union that is the beneficiary—is not going to tell you anything other than a
positive. How do we double-check, check and balance and scrutinise what is actually
happening on the ground?

Senator MARSHAL L—This committee actually went to have alook.

Mr Jamison—In the case of this particular matter, our investigations were that the grant
was applied for the purpose it was approved for, that the outcomes of the project had been
met, that the training equipment was purchased and that training was conducted as a result of
the grant.

Senator CARR—AII the acquittal procedures have been met. Can we say the same about
the MBA grant?

Senator JOHNSTON—Hang on; | have not finished with this. When you say al the
acquittal procedures have been met, how do you know? What exactly did you do?

Mr Jamison—As | understand it, the state government has advised us that the contractual
period was for five years, that the grant was for the purchase of equipment and that that
equi pment was purchased, as outlined by Janina Gawler a moment ago.

Senator JOHNSTON—We have no powers of audit, do we? Our Auditor-General cannot
go in, have a look and see the paper trail of the money going to the state and then to the
organisation that is doing the training, and then seeing that the purchases have been carried
out in aproper and a legitimate fashion. We cannot do that, can we?

M s Gawler—Our staff have investigated the information that was provided. We have both
been assured and have seen the outcomes from the expenditure. We understand that this
process meets the requirements as outlined under our procedures. Indeed, the contract that we
expended with the state has been fulfilled.

Senator JOHNSTON—I know you believe that, but tell me on what basis you believe it,
because what the state has told you is not good enough—the state is always going to tell you
that.

Mr Jamison—We can seek additional advice from the state in relation to these matters.
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Senator JOHNSTON—You did seek additional advice. They were supposed to write to
you and tell you about the allegation of aloan. The money came in and it went straight out to
the CFMEU. They are the ones who raised the issue of a loan. Then Kevin Reynolds says to
this committee, ‘No, that didn’t happen.” Why is the state telling us one thing and the alleged
proprietor of the training centre is telling us another thing? How do we get to the bottom of
this?

M s Gawler—We have both requested information from the WA state government and we
received a letter, which | believe we tabled previoudly, that outlined the process that they
undertook for investigation. We have also investigated it and concluded that the outcomes of
the skills centre grant were achieved. It was to purchase the equipment, and the centre
continues to operate and deliver the training that it was required to do under the ANTA grant.

Senator JOHNSTON—Did you table that |etter here?

Ms Gawler—I believe the letter was tabled as part of a response to a question, but | will
make sure that it was included.

Senator JOHNSTON—I do not think | have seen that letter. Let us say that you are
right—and | am not sure that you are, but we will leave that in abeyance—how do we then
benchmark whether the people undergoing the training are actually reaching a suitable
standard?

Ms Gawler—As with all skills training, it is expected that people meet a competency to
achieve a certificate outcome.

Senator JOHNSTON—I know we expect it, but what benchmarking do we have to
determine that we are getting some val ue for this money?

Ms Gawler—The requirements under the expenditure for this particular project are the
skills centre training outcomes. We have a full national training quality framework for
ensuring that the competencies being provided by training centres meet the national standards.
That is undertaken as part of the registered training organisations requirements for operation,
which is also carried out through the states. On that basis they meet the requirements for
achieving certificates to be competent in that trade.

Senator JOHNSTON—Is it the case that because the state tells you those standards are
being achieved you accept that?

Ms Gawler—We undertake a national position in terms of the requirements for standards
and recognition of qualifications according to industry requirements. The training packages
that people use for training meet the standards as outlined by industry and, on that basis,
organisations that deliver those qualifications meet those standards.

Senator JOHNSTON—That is what we anticipate happens in best practice. How do we
determine that that isin fact occurring with a skills training centre such as this one?

M s Gawler —The state training authority audits the performance of its providers.

Senator JOHNSTON—That is what we want to hear. Have we seen the result of that audit
and are we satisfied with the methodol ogy underlying that audit?

M s Gawler—I can take that question on notice.
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Senator JOHNSTON—Thank you. So we have not to this point in time understood what
methodology is being employed to surveil and to benchmark this particular training
organisation—or any training organisation, for that matter?

Ms Gawler—We have that detail. The material is part of our National Training Quality
Council. However, | do not have it here with me. | will make sure that you receive the
material.

Senator JOHNSTON—We want to see the audit reports for this training centre. | daresay
this applies to all of the matters that Senator Marshall was talking about, too, to some extent.
We want to see what comfort and confidence we get in knowing that what we seek to achieve
through these training centres is in fact being achieved. We want to know what the
benchmarks are, who established those benchmarks and whether it was in consultation with
the union movement and industry. | want to know exactly how we measure what sort of value
we are getting from these training centres—and | hope it is hot just because the state tells us it
isgoing well.

Ms Gawler—We require a national framework and commitment to meet national
standards. The states are responsible for the registration, delivery and audit processes, and we
will be happy to provide the detail to you.

Senator JOHNSTON—We will come back to that. There is a problem in Western
Australia with retention of apprentices—fitters and turners and welders in regional and
agricultural regions. What are we doing about measuring and monitoring that problem? | am
sureitisanational problem.

Ms Gawler—In relation to skills shortages in states we rely specifically on state
information and also on aggregated advice from industry skills councils. | can provide that
information to you.

Senator JOHNSTON—So industry skills councils tell us about the retention in regional
areas of apprentices after they graduate?

Ms Gawler—I could identify where we might be able to resource specific detail of that
nature, but it is part of their contractual requirements to provide advice on skills shortages,
and it may be disaggregated into apprenticeships specifically. | can provide that advice.

Senator JOHNSTON—Do we contract a private organisation to provide that?

Ms Gawler—ANTA has established 10 industry skills councils, seven of which have been
declared. Part of their responsibility is to provide a national picture of skills shortages and
skills needs.

Senator JOHNSTON—How often do they report?

M s Gawler—I can give you details on that under the contract that we provided to them.
Senator JOHNSTON—How many are there in Western Australia?

M s Gawler—I am unable to provide that information at thistime.

Senator JOHNSTON—I would like a clear picture on what monitoring and data gathering
process we have with respect to the distribution and training of apprentices in regional
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areas—particularly regional Western Australia—if that is not too difficult. Thank you very
much for your answers to my questions.

Senator CARR—When was the contract for the skills centres in Western Australia signed?
Mr Jamison—Our understanding isthat it wasin 1998.

Senator CARR—Who was the minister at the time these contracts were signed?

M s Gawler—The Hon. Graham Kierath was the Minister for Employment and Training.

Senator CARR—Is that the same Mr Graham Kierath who is a candidate against the
current minister in Western Australia in the forthcoming state elections?

Senator JOHNSTON—Heis not a candidate.
Senator CARR—Heis not intending to run?

Senator JOHNSTON—No. He is the Independent in the state seat of Alfred Cove. You
should get your facts right, Senator.

Senator CARR—Heis still activein the state branch of the Liberal Party.
Senator JOHNSTON—Heis definitely active.

Senator CARR—He is the one who signed off on these contracts and now he is the one
who presumably is providing you with this nonsense. He would know all about it, wouldn't
he? He actually signed the contracts.

Senator JOHNSTON—Is that a question?
Senator CARR—It is a question. He should know all about this, the former minister.

Senator Vanstone—With respect, Senator, you are pushing your luck. It istoo early inthe
day to start getting crabby.

Senator CARR—There were actually two skill centres, were there not?

Senator Vanstone—Senator, you can make your points against other senators; | do not
think it is fair in relation to the public servants.

Senator CARR—ANd a very reasonable intervention too, Minister. The second skill centre
was run by the MBA, wasit not?

M s Gawler —I would need specific details in relation to the—

Senator CARR—To all intents and purposes, it was run by the master builders in Western
Australia, wasit not?

M s Gawler—I can take that question on notice.

Senator CARR—Were the same acquittal arrangements entered into in regard to the MBA
skills centre as were entered into in regard to the CFMEU skills centre?

M s Gawler—At the time that contract with the state government was signed, it would have
been required to meet the same contractual obligations.

Senator CARR—Have you found that the MBA centre has also met all the acquittal
arrangements? You have already indicated that the CFMEU skills centre has met all the
acquittal arrangements?
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M s Gawler—To my knowledge it has provided the acquittals.

Senator CARR—Surely you would have the same level of interest in that skills centre.
Your brief would surely give you advice to that information, would it not?

Ms Gawler—We have that information available and | can table it with a detailed
response. However, the request was not a question on notice. The requirement for all skill
centres at that time was to address the expenditure outline, equip funds and meet the
contractual obligations as required under the ANTA schedule in relation to our contract with
the state at the time.

Senator CARR—As you would expect. If there were a breach of the acquittal
arrangements presumably you would take action, would you?

M s Gawler —We would take an action.
Senator CARR—S0 you would know whether or not any action has been required?
M s Gawler—To my knowledge there has been no action required.

Senator CARR—In regard to quality assurance mechanisms, do they apply the same to the
CFMEU centre as to the MBA centre?

Mr Jamison—AlI the standards should and would comply.
Senator CARR—You have a fraud committee still operating, do you?

Mr Jamison—I am not aware of that, although | am relatively new so that is not to say that
thereis not one.

Senator CARR—We have been down this track once or twice before. | would have
thought that if there was a problem, it would be identified relatively easily.

M s Gawler—That would be the case, Senator. In relation to this, we would still rely on the
WA state government to provide us with advice on the acquittals associated with expenditure
of the funding.

Senator CARR—How isthat different from every other RTO?

Ms Gawler—Skill centre applications and funding are provided through ATNA and the
state takes responsibility for the engagement of the contract with the registered training
organisation. But not all RTOs apply for skill centre funding.

Senator CARR—Yes, but the quality assurance mechanism applies universally across the
country, doesit not?

M s Gawler —It does indeed.

Senator CARR—On pages 74 and 75, the budget measures affecting outcome 2—there
are two pages of them, five budget measures. Is that right?

M s Paul—Yes.
Senator CARR—That isthe whole lot?

Ms Johnston—There is another measure at page 80 under ‘Investing in Australia’'s Aged
Care—Better Skills for Better Care'. There is some funding for the WEL program—the
Workplace English and Literacy program.
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Senator CARR—What is the size of the Commonwealth budget now for vocational
education?

M s Paul—It is over $1 billion each year. | will seeif | can get the correct figure for you. It
looks like it is $1.2 billion for vocational education and training and $0.7 billion for output
2.2, whichisall vocational education and training. It is$72 million for output 2.3.

Senator CARR—Wheat is the total ?

Ms Paul—We are looking at page 132. | do not have a subtotal because outcome 2
includes some higher education funding.

Senator CARR—You are not giving me an aggregate then.
M s Paul—It would be just over $2 billion by the look of it.
Senator CARR—The budget papers are not very clear, are they, in that regard?

M s Paul—They are probably more clear than we are being and | apologise for that. We are
looking at the second column. If you add up the $1.2 billion, $0.725,498 billion—

Senator CARR—It is a shade under $2 billion.
M s Paul—That isright.

Senator CARR—If we were to take it from the previous year, what would be the
percentage growth in funding? Would it be any more than indexation?

M s Paul—Yes, because there was new funding for the priority places which were part of
the ANTA agreement. When that was rejected by the states and territories it became the tender
for priority places, which is one of the measures at page 74. That was $90 million over four
years.

Senator CARR—Hang on; $90.4 million over seven years?
M s Paul—Over four years.

Senator CARR—When | look at the budget measures | see big dashes beside that line.
The net effect on the budget is zero.

M s Paul—They were in the forward estimates from last year, but it was new money on top
of 2003—new funding. The other new funding through this budget is basically growth in New
Apprenticeships. Also, there is some new funding through the measure on page 80.

Senator CARR—What is the aggregate then?
M s Paul—We can quickly work it out for you.

Senator CARR—I am just trying to work it out. On a budget of a shade under $2 billion,
how much extra money is there available for vocational education and training in the
Commonwealth budget?

M s Paul—I think the figure was about $120 million over the 2003 dollar amount.
Senator CARR—Isthe indexation rate WCIl 17?

M Paul—There would be two, because there would be the more capital oriented one for
the infrastructure component.
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Senator CARR—What isthat?
M s Paul—I imagine that it isWCI 1 and WCI 6, but | would have to confirm that.
Senator CARR—TFor the forthcoming year, | take it WCI 1isthe 2.2 per cent, isit?

Senator CROSSIN—If that is the same indexation that is being used for the Indigenous
IESIP money, | was quoted two per cent on Tuesday night.

M s Paul—Yes, | think that isright.
Senator CARR—S0 it istwo per cent for the forthcoming year.

Ms Paul—Then there was the additional funding that flowed through from the last
budget—up to $120 million over three years, on my recollection.

Senator CARR—S0 in a budget of $6 billion over three years we are looking at an
increase in funding of $120 million. If we are going to aggregate it over three years, it is fair
to aggregate the annual appropriation.

Ms Paul—I think the increases were basically due to the indexation, the growth in New
Apprenticeships numbers, and the extra money that flowed through those initiatives that |
mentioned before, plus this year’s initiatives, which include that measure on page 80—which
isonly afew million, by the look of it. | am sorry we are not as tidy as we should be. | would
be happy to set it out on paper for you.

Senator CARR—BLUt the point of all of that is that the total amount is $14 million, $26
million, $29 million, and $31 million for aged care, of which the education component only, |
takeit, is $5.2 million, $8.5 million, $11.3 million and $13.4 million. That isright, isn't it?

Mr Johnson—That is correct.

Senator CARR—That is a four-year out turn, isn't it? So that is $8 billion. That is your
appropriation. What | am trying to get to is how much money is available for new initiatives,
and it amounts to $120 million, plus a relatively small amount of money on page 8—

M s Paul—I think we should set it out for you properly, Senator. But the main amount was
the $120 million through the new initiatives.

Senator CARR—The point | am trying to get tois that it would appear to be, maybe, $160
million.

M s Paul—Paossibly. But we will have to set it out for you.

Senator CARR—The point | am trying to get to is that, if this parliament is being asked to
appropriate $8 hillion, the priority given to new measures to be reflected in that $160 million
will be new—

Dr Harmer—We will provide the detail of that. | recall the negotiations with the states,
which failed, towards the end of last year, or the Commonwealth offer. | am not sure of the
exact figures of the new money—but the growth across the period was pretty close to what
the Access Economics study determined as the likely growth in demand, which was 1.7 per
cent growth in demand estimated for 2005 and 2006. There was quite a lot of discussion
between the Commonwealth and the state ministers around the magnitude of the offer. Quitea
lot of work had been done on the forecasting of demand for increases in VET. | am pretty
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confident—although we will confirm it on notice—that the growth in the VET all ocations was
in line with the expected growth in demand.

M s Paul—Yes, that isright.

Senator CARR—It strikes me, though, that there is no agreement. So clearly, for al the
work you have done, there is no agreement.

M s Paul—Technically thereis.

Senator CARR—It runs out at the end of this year.

M s Paul—That isright.

Senator CARR—S0 thereis no new agreement.

Dr Harmer—Not yet.

Senator CARR—AnNd the negatiations have now stalled.

Ms Paul—They are on hold. This one goes for a year. So we look forward to restarting
them towards, | guess, the middle to the end of the year, basically.

Senator CARR—The middle?

M s Paul—Around October we think. We did an enormous amount of negotiation last year,
of course.

Senator CARR—S0 has the Commonwealth determined that the negotiations will restart
in October?

M s Paul—That is our view—that that would be appropriate.
Senator CARR—So0 a palitical decision has been taken that they restart in October.

Ms Paul—That is our advice, as well. DEST’s advice is that it would be appropriate to
start in October.

Senator CARR—That isright; but, as far as the Commonwealth is concerned, negotiations
will not restart until October.

Ms Paul—We are always happy to talk with our colleagues, and we continue to do so
through heads of department meetings and so on.

Senator CARR—AmM | right to suggest to you that that isthe view of the minister?

Ms Paul—His view would be that it is appropriate to restart in October as well, but of
course there is an ANTA-ministerial council meeting just next week, and | am sure the
agreement will be on the agenda as usual. So discussion is ongoing.

Senator CARR—You can have al the meetings you like, but if the Commonwealth has
decided it is not going to reopen negotiations until October then it isall so much hot air, isn’t
it?

Dr Harmer—As Ms Paul said, there is not really a need. We have been, as Ms Paul also
said, meeting with the heads of state training departments, listening to their views and
discussing issues. There is a planned ministerial meeting—I think it is even next week—
where on the agenda is a discussion around a new ANTA agreement. There is a planned
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ANTA-MINCO meeting in November whereit is planned that negotiations on that agreement,
hopefully, will be finalised following officers discussions between the ANTA-MINCO
meeting next week and the November one. So there is quite a process in place. There is no
great anxiety that | am aware of from the states. They recognise the timing and they have
accepted the position we have put about the likely timing. They know we got very close to
finalising the agreement last year and that there are not very many outstanding i ssues.

Senator CARR—S0 in reality the palitical decision has been taken that effectively there
will be no attempt to settle this until October?

Ms Paul—There is not a need to because this current agreement runs for a whole year. Of
course we had a full year negotiations last year as it happened—

Senator CARR—Previously a new agreement was signed before the old one expired,
wasn't it?
Ms Paul—That would have been the case here too because legally we have to have an

agreement in place for payments to be made. Some agreements continue in the absence of a
new agreement, but that is not the case with this one.

Senator CARR—That is right. But in the previous round it was settled | thought a year
before.

M s Paul—I do not know, unfortunately.

Senator CARR—My recollection isit was settled considerably before. What has happened
is that the failure to reach agreement now in December means that you have been tied up in
the eection cycle. Really what is happening is people are waiting for the outcome of the
election, aren't they?

Dr Har mer—There has been no consideration about € ection timing in the planning for the
negotiations.

Ms Paul—We have been saying from last December that it was probably appropriate to
start in October. Because we had done so much work last year, cooperatively with the other

jurisdictions, and we are so very close to an agreement that seemed an appropriate course to
take. As| said, we do not seem to have had strong representations otherwise.

Senator CARR—What you are saying is that the states have also worked out that thereis
an election coming.

Dr Har mer—We do not know what the states have worked out.

Senator CARR—It would be a reasonabl e expectation now that we are in an election cycle
that itis not likely there will be aresolution until after the resolution of that el ection.

Dr Harmer—All we can say isthat it is very clear to us and the states the timetable for the
renegotiation, and | am not aware of any great anxiety about that timetable.

Senator CARR—The growth funding was the stumbling block last December, was it not?

M s Paul—There was a question around quantum, but the ultimate stumbling block was the
construction code.
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Senator CARR—BUL, invariably, in these agreements the issue of money is the stumbling
block.

M s Paul—Yes.

Dr Har mer—Money was certainly an issue in the lead up to that final meeting, but | think
it is fair to say that the general agreement around the officers’ table is that it was more the
construction code that prevented the agreement being signed.

Senator CARR—The states do not actually agree with the growth forecast that you have
put forward, do they?

Dr Harmer—There is quite arobust debate, as there always isin forecasting growth.
Senator CARR—Dr Harmer, that means no, doesn't it?

M s Paul—A ccess Economics put down arange of growth possibilities and they cameto an
average growth | think—and | might need to clarify this—of 2.9 per cent. The high end of
their predictions was around 5.2 per cent, but that is not where they ended up. However, some
of the states have said at various times that that is the growth that they think is realistic. There
is adebate on that. That is not where Access Economics came out. The demand of the statesin
this agreement was for a 1.5 per cent increase through the proposed agreement. The increase
in Commonwealth funding was 2.7 per cent on average over the three years—it is a three-year
agreement. | might need to check the numbers but the Commonwealth growth factor over the
three years was very close to where Access Economics came out. The demand of the states
was a bit less.

Senator CARR—It was put to me that the states take the view that Commonwealth
funding in real terms since 1997 has actually declined by 5.4 per cent. Would that be a
reasonable claim?

Ms Paul—No. | do not know where they get that from. | would have to look at their
workings but | do not know that we could agree with that.

Senator CARR—They say that in real terms the payments have moved from $1.145
billion down to just over $1 billion. Is that true?

Dr Harmer—I do not know what index they would be using to do that calculations but it
does not fit with our calculations.

Ms Paul—No. We think there has been steady growth, and we know that there has been
steady growth overall in the VET system, particularly in New Apprenticeships, and that the
quantum for the whole system has increased quite significantly.

Senator CARR—NO, it isthe real growth terms. Thereal growth has been in the employer
incentives area, hasn't it? That is where the substantive growth has occurred.

M s Paul—There has been growth across the board. That is a key area of concern to us, of
course, because it our incentive program.

Senator CARR—If no agreement is reached in October, is there a proposition to just rall
over the existing agreement?

M s Paul—As | said before, legally there has to be an agreement or we cannot pay them.
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Senator CARR—Yes, that is true. Will that not then lead to a situation where the current
agreement is simply rolled over? That has happened before, hasn't it?

Dr Harmer—If no agreement is reached for a new agreement, there is no choice if we are
going to pay the funds.

Senator CARR—So that isreally the fall back position.
Dr Har mer—Indeed.

M s Paul—It would have to be. It would be most unfortunate, given the amount of work
that has already gone into an agreement.

Senator CARR—What assessment has been done on the growth in the states' funding
during that period?

M s Paul—It has varied. We have done an analysis and we can give that to you, but we will
need to take it on notice.

Senator CARR—Thank you. | note that Mr Evans does a good one for the schools, and we
have an intense discussion every estimates about his bodgie figures. Can we have a look at
yours? Are they of the same quality?

M s Paul—We would be happy to give you some, Senator.
Dr Har mer—Senator, Mr Evans's figures are very reliable, and so would these be.

Senator CARR—I look forward to receiving them. On pages 74 and 75 of the PBS, |
noticed the word ‘reallocate’ $90 million, budget measure 1. It would seem that in the
Department of Education, Science and Training there is a neutral effect on the budget for the
sugar industry training package. That isright, isn't it?

M s Paul—Would you like me to give a brief explanation of each of those?

Senator CARR—I am happy to do that but | just want to be clear about something. When
| go through the PBS | see dashes beside outlays in the tables in the forward estimates. | see
minuses at the top of page 75 under ‘ New A pprenticeships Incentives Programme—Employer
Incentive for Australian Government Agencies’, so they are actually reductions. | see that
there are reductions in ‘New Apprenticeships Incentives Programme—Targeting Women in
Non-Traditional Occupations'. There appears to be an additional amount of $4 million for
migrants for one year only, so it is not a continuing program. This leads me to the conclusion
that, essentially, vocational education and training as a priority, as far as this government is
concerned, no longer has any great standing and, effectively, that the agenda is stalled.

Dr Har mer—We could not agree with that assessment, Senator.

Ms Paul—To explain the measure of direct purchase of places for priority groups, the
reallocation on page 74 is simply from being part of an offer of an ANTA agreement to being
a direct Australian government tender. So that $90.4 million over four years was reallocated.
It was shifted from an ANTA agreement offer, which was regjected, into a Commonwealth-
only program of atender for priority places, which was announced on 17 May and delivers, in
the first instance, 7,500 new training places. It is still within the system and that is the largest
measure there. But it is a measure, because it had to be taken out of the ANTA agreement
when that failed. The Sugar Industry Reform Program merely notes that, with the industry
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adjustment assistance that the government is offering the sugar industry, we anticipate being
able to offer participants in the sugar industry some vocational education and training
assistance. But our estimate is that that will be absorbed in our current programs.

Senator CARR—So0 thereis no money for it?
M s Paul—We have not sought any money for it. That is absolutely right.

Ms Johnston—There would be additional funding, however, for New Apprenticeships
incentives because it is demand driven.

Ms Paul—That is important to say. There will be an increase in activity, which will be
covered in that way, but for that reason it is not shown here.

Senator CARR—That isfor retraining of sugar workers?

M s Paul—Yes.

Senator CARR—ANd new apprenti ceshi ps?

M s Paul—Yes.

Senator CARR—So there is a big take-up. What is the average age of a sugar worker?

M s Paul—That would be the mature age target that the preceding measure is targeting as
wdll, | imagine, although, to be honest, | do not know the demographic profile of the sugar
industry.

Senator CARR—You have made a statement, and | expect that you will have al that
material to back up the statement.

M s Paul—Yes.

Senator CARR—What particular areas of skills shortages have you identified in North
Queendand for mature age workers which will see them take advantage of this generosity,
which amounts to nothing. Thereis no money here at all.

Ms Paul—It is any retraining and employment assistance through current programs like
New A pprenticeships—

Ms Johnston—Other programs, such as language, literacy, numeracy and IT skills for
older workers, will al be available to that group. They are arelatively small group.

Senator CARR—We should not double-dip here, should we? If we are going to call it a
literacy program, that is under a different initiative. It is certainly not under the initiative
announced here as a Sugar Industry Reform Program.

Ms Paul—This merely marks the spot that these people going through a reform process
will be accessing, no doubt, our retraining and employment assistance.

Senator CARR—That is exactly my point: we are marking the spot. We are in fact
marking time. There is no substantive advance on the reform agenda in vocational education
and training as aresult of this budget.

Dr Harmer—It is difficult to advance a reform agenda in this area when we have had to
simply roll over the agreement. The Commonwealth went to the states with some significant
elements of reform and some funding that we believe matched the local growth. It is true that
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negotiations have stalled because the states found that they could not sign the agreement, and
we have rolled it over. But we are progressing towards renegotiating again at the end of the
year.

M s Paul—One of the areas that we consider to be a direction of reform—and it was a key
part of the agreement offer—was this shift towards focusing on particular groups of people,
such as mature age and older workers, and that is of course a feature of this priority places
tender that is the previous measure. | certainly would not paint the picture as there not being
reform; it is quite an important direction, | think, for usto be moving in.

Senator CROSSIN—Isit not the fact, though, that ACCI indicated prior to the budget that
$250 million extra was needed over the next three years to deal with skills shortages?

M s Paul—I think there is a range of submissions from different groups in the normal way
prior to the budget. There was a national skills shortage strategy announced recently, which
has a whole bunch of components that go to experimenting with new flexibilities around
shorter apprenticeships, looking at regional pilots—the first one was in Townsville—looking
at local demand and so on. Many of those things arise from some of ACCI’s palicy directions.

Senator CROSSIN—AnN article in the Australian Financial Review on 13 May by Marcus
Priest indicated that business groups have reacted with dismay to the failure of the federal
government to provide additional funding for training to tackle chronic skills shortages. It
said:

Before the budget, major employer and business groups identified a need to tackle pressing skills
shortages ...

What additional funding is in this budget to address skill shortages other than re-announcing
the 7,500 additional places for older workers, parents, those returning to work and those with
disahilities?

Dr Harmer—I will let the officers give you a specific answer, but it is not at all surprising
that industry groups and other interested parties, either just before or just after the budget,
make claims for additional funding. Governments have to weigh up the priorities. It happens
every year.

Ms Paul—A considerable number of new places would have been possible had the
agreement been signed. This measure could have been matched, so that is one | oss of places.

Senator CROSSIN—The criticism from ACCI is directed at the federal budget for not
providing that extra money. | would have thought that the Australian Chamber of Commerce
and Industry was a substantial group that this government might have taken notice of in
respect of funding for training and additional places to address skills shortages.

Ms Paul—There is probably not much more we can say on that other than to note that,
naturally, these groups are important and have their views, and their views are listened to. | do
not know whether they comment on other budgets.

Senator CROSSIN—Of the $12.1 million that has been allocated to improve work force
participation by mature workers, how much of that is for training programs? How much is for
the information campaign?
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M s Johnston—I believe that is a matter for the Department of Employment and Workplace
Relations.

Senator CROSSIN—It is not a program that is done in conjunction with DEST?

M s Johnston—We consult regularly with the department, but that is their funding that was
announced in the budget.

Senator CROSSIN—I thought it might have been something you were doing in
partnership.

M s Paul—We work with them very closely, but we do not administer that one at all. They
do.

Senator CARR—With respect to the Mitsubishi package that was announced a couple of
weeks ago, where do | find the money for training for displaced Mitsubishi workers? Thereis
$10 million for the Labour Market Adjustment Program. Is there no training component to
that?

M s Paul—I am not aware of one, but | am not sure. We might have to take it on notice and
talk to the industry department.

Senator CARR—What | would like to know is how many places are proposed and the unit
cost of those places.

M s Paul—We will set out the proposal.

Senator CARR—I want to know how many people you are seeking to assist with that
money and the percentage of the $10 million that is devoted to vocational education.

M s Paul—I am not sure whether it isindustry or whether it is DEWR for Job Network, for
example. We will take it on notice.

Senator CARR—It must have a VET component. If it has not, | would have thought it
pretty primitive.

M s Paul—I will have to take it on notice.

Senator Vanstone—Senator, you give me the opportunity to draw to your attention
remarks by the Labor Premier of my state, Mike Rann, on the cooperative relationship
between the state government and the federal government in relation to Mitsubishi. He
expressed his gratitude for the work done by the federal government in the lead-up to
negotiations and in particular in relation to the package to which you now refer.

Senator CARR—S0 how many jobs are going to be lost?

Senator Vanstone—I can give you all the details of that. The hope is that, in the end,
everybody who has now got ajob keeps a job. Some jobs are scheduled to go from one place,
but this package is about helping those other people get other work. Another part of the
package to which you have not referred is a package to attract capital investment to South
Australia and, in particular, hopefully to get the engine factory taken over by someone el se.

Senator CARR—S0 there are over 1,000 direct employment positions being lost from
Mitsubishi. | would like to know what the contribution of this portfolio isto retrain them.

Dr Harmer—We will get that information.
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Senator CARR—Could | ask you about the proposition we see here of the values for life
initiative. Again, there is a reduction. How do you account for the reduction?

M s Paul—There are two measures here which are being reduced. There are two programs
which are going to experience reductions to help fund the measure in the schools area ‘ values
for life', on page 46. | think we talked about that the other night. | might briefly talk about
them and perhaps Mr Johnson will want to go into more detail. In regard to the employer
incentive for Australian government agencies, we have had a look at our palicies and it
seemed perhaps not the best policy to be funding ourselves for new apprentices. Then we
discovered that DEST, which has had new apprentices for a long time each year, has never
claimed the incentive. We looked at the small amount of money spread across a number of
agencies in the Commonwealth and thought that it was a better policy to be able to use that
money for something other than basically paying ourselves an incentive for training which
Commonwealth agencies should be committing to do, anyway.

On the reductions in targeting women in non-traditional occupations, when we looked at
this a couple of years ago in a review we found that there were incentives being paid for
qualifications—a huge number of qualifications were being covered under this program—and
many of them were not non-traditional at all. In fact, they were heavily female dominated. So
when we had a look at that we thought that there were a number of qualifications, as we say
here, in retail, hospitality, cleaning et cetera where it really did not make much sense, given
that employers could claim the normal incentive anyway, to offer the additional incentive.
However, there are a remaining number of qualifications which are non-traditional for
women, including—at the bottom you can see them—the higher level qualifications such as
certificates Ill1s and 1Vs in areas like cooking, which are female dominated, but not at the top
levels. So we have been quite careful. We have worked with the Office for the Status of
Women and sifted through all of these qualifications to see which ones are well targeted and
which ones are simply not well targeted in a policy sense. The result is a reduction in those
areas which were simply not well targeted. Thisreates to a review that we did some time ago.

Senator CARR—Is it not a fact that historically the public sector agencies have been the
mainstay of apprenticeship training in this country?

M s Paul—This is only going to Commonwealth government agencies. This has absol utely
no impact on participation by state government employers or local government employers.
This is simply us. We were funding ourselves for incentives, and we thought that was not a
desirable policy and we should be supporting training, anyway.

Senator CARR—BuUt would it not also be the case that the Commonwealth agencies, as
you say, ought to be undertaking training but are not? Given the way the management of the
Public Service is organised these days, is it not reasonable to expect that there would be
greater take-up for agencies other than the training portfolio, particularly for traditional
trades?

M s Paul—We have been in contact with the key agencies affected by this and we do not
believe that there will be a drop-off in effort, because the employees for whom they would
have received this incentive are still with them, will still be with them and will still be
encouraged—or, indeed, will need—to gain certain qualifications.
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Senator CARR—The whole point of incentivesisto change behaviour.

M s Paul—We believe that it has been changed properly, that there is such a strong policy
in the Commonwealth—and this is only Commonwealth agencies—of appropriate training
and that we can reinforce that through a variety of mechanisms.

Senator CARR—You have made a statement. | have no doubt you can now help me out
here and explain to me what, over the last four years, has been the employment in traditional
trades by Commonwealth agencies.

Mr Johnson—I do not have information before me going back quite that far. But, as Ms
Paul touched on, the two major agencies which constitute well in excess of 80 per cent of the
clams for Commonwealth incentives to support training under New Apprenticeships
pathways were, not surprisingly, the Department of Defence and Centrelink. In reference to
your question, the substantial level of the training provided by the Australian defence
department relates to training in trades related areas. Some of those areas include automotive
mechanical areas, engineering, aeroskills mechanical and those sorts of fields.

Senator CARR—The fact is, is it not, that the defence department is one of the few
agencies with direct employment for blue collar workers?

M s Paul—It is probably worth mentioning—and | should have done this before—that this
is not affecting Telstra and Australia Post, which are two areas that you might have been
concerned about in terms of traditional trades. As well, | should say that it is not affecting
state and local agencies.

Senator CARR—What about scientific agencies and other agencies which employ labour
directly?

Ms Johnston—Any agencies under the Commonwealth Authorities and Companies Act
are not affected.

Senator CARR—What about, for instance, the marine division in CSIRO?
M s Johnston—That is not affected.

Senator CARR—They will no longer be able to employ—

M s Paul—No, they are not affected.

M s Johnston—They will till receive incentives.

Dr Har mer—It is only Commonwealth government departments.

M s Paul—It is only departments.

Dr Har mer—Therefore, Defence and Centrelink are the two major—

M s Paul—They were. As you can see, it is atiny amount of money. If you just look at the
departments of state set up under the APS Act, not under the FMA Act, it was mainly
Centrelink and Defence and both of those agencies have given us assurances.

Senator CARR—Can you show me the budget measure that addresses the skills shortage
issues in traditional trades?

M s Paul—Are you talking about the national skills shortages strategy announcement?
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Senator CARR—Yes. Whereisthat? Is there a budget measure?

Ms Paul—It is not a budget measure. It is being funded annually from an existing
appropriation that | think was targeting national projects.

Ms Johnston—No—it is the new apprenticeship work force skills development
appropriation.

Senator CARR—BUt that isit?
M s Paul—Yes.

Senator CARR—That is it apart from purchasing or seeking to secure a ute for the
minister to duck about on. What measures are you taking in addition to that?

M s Paul—In the national skills shortages strategy?

Senator CARR—Have you responded to the Senate committee report on skills shortages
yet?

M s Paul—Not yet, no.
Senator CARR—When are you intending to do that?
M s Paul—I think this month.

Mr Johnson—In addition to what Ms Johnston touched on, we obviously have available a
range of standard and special incentives to target training in skill shortage areas—and those
will remain.

Senator CARR—What is the take-up rate of those? Have you seen an increase? Are they
working?

Mr Johnson—There has been a continual maintenance of the leve of participation. They
have not increased dramatically.

Senator CARR—S0 we have no clear evidence that that is working. What other measures
can we point to that the Commonwealth has proposed?

Dr Harmer—I do not think it is quite right to say that there is no clear evidence that it is
working. Mr Johnson said there have been steady numbers.

Mr Johnson—That isright.

Senator CARR—So it isstable, but it is pretty much aflat line, isn't it?
M s Paul—I suspect not. New Apprenticeships are growing.

Dr Harmer—I think it is probably increasing.

Mr Johnson—I think we have covered this previously in our discussions. | think you are
aware that we have record numbers of over 406,000 apprentices in training, and more one-
third of those are undertaking training in trades and related occupations.

Senator CARR—That is a very broad categorisation—one-third in blue collar trades. How
many are therein areas of skill shortage?

M s Johnston—I do not have the numbers but there has been a 15 per cent growth in new
apprentices in the trades areas since 1995.
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Senator CARR—BUt that includes areas where there are no skills shortages.
M s Johnston—The magjority of the trades have a skills shortage.
Senator CARR—What isANTA doing to address the issue of skills shortages?

Ms Gawler—The reorganisation of the industry training advisory boards into 10 skills
councils is specifically designed to provide a much clearer view about emerging needs and
better advice on skills shortages nationally to feed into the ministers in council and to provide
advice on specific training responses. Clearly, some of the skills shortages that we see may
not necessarily have a training response; but, where there is a training response, that is part of
the work that will be undertaken by the organisation.

Senator CARR—What was the level of consultation with the states with regard to the
devel opment of the national skills shortage program that the officers have just referred to?

M s Paul—We have been dealing with the states on skills shortages for some time.

Senator CARR—Does ‘dealing with them' mean that you told them what you were going
to do?

Ms Paul—We have been having regular discussions about skills shortages through our
CEO mestings. | might run briefly through the elements of skills shortages with which the
states we support.

Senator CARR—I understand that officers are very keen to tell me about the program, and
| have some familiarity with the area, but my question was: what was the level of consultation
with the states before the program was introduced?

M s Paul—I do not think we needed much consultation beyond the considerable amount of
discussion we have had through the MINCO processes, through the various working groups,
through CEOs and so on. Indeed, some of the initiatives in the skills shortages strategy
actually involve state governments immediately—for example, the Townsville pilot has
involved the Queensland government from day one.

Proceedings suspended from 10.47 a.m. to 11.01 a.m.

CHAIR—We continue the examination of matters relating to the Australian National
Training Authority and the Vocational Education and Training Group.

Senator CARR—M s Paul, | notice the minister’s media release of 6 April announced the
national skills shortage strategy. Is that the first time this matter was announced?

M s Paul—Yes, | think so.

Senator CARR—Given the importance of thisissue to our national productivity and given
how widdly it is understood to be a serious problem across government, why was there not
further consultation with the states before an announcement of this type?

M s Paul—There has been a considerable amount of work on skills shortages, as we were
saying before, over along period of time. The marketing campaign we talked about yesterday
has been all about skills shortages, and that has been going on for over a year. Ms Johnston
might have more detail on this, but | was saying before that some of the initiatives in the skills
shortage strategy actually involve state governments. For example, the Townsville pilot,
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which isaregional pilot bringing employers and governments together to meet regional skills
shortages in an area of key skill shortages, has involved the state government from day one. |
do not think there are many elementsin there which would surprise the states because most of
them have been discussed in the various forums that we participate in. For example, the
notion of doing better labour market projections has been something which we have talked
about together. The idea of flexible apprenticeships is one of the elements of the initiative that
we have talked about with each other for quite some time, and so on. But this brought it all
together. Some of the elements, such as the rural focus for example, would be something
which the states would be familiar with from industry as well.

Ms Johnston—I can add a specific project as an example: we are working with the
Victorian Automobile Chamber of Commerce on automotive shortages with a pilot project in
that state.

Senator CARR—I started asking the ANTA officials a question before about the nature of
their work in addressing skill shortages. It seems to me that one of the largest groups of
peopl e that we could draw upon to assist the country to meet the skills deficit is young people.
It strikes me that, given the work | do in the industry area, a number of people have talked to
me about improving peopl€'s attitudes towards manufacturing and skills acquisition in those
areas. | am wondering what we are doing with regard to the VET in Schools program? Have
you been able to undertake any mechanisms of late to improve the VET in Schools program?

Ms Gawler—In relation to the VET in Schools program, currently an allocation of $20
million of the ANTA agreement for states and territories and Commonwealth—

Senator CARR—That has been capped for some time now though, hasn't it?

Ms Gawler—My understanding is that it has been part of the agreement for a period of
time. | could provide a response in terms of the process to achieve that $20 million. That has
been the current agreement, and this will beits fourth year.

Senator CARR—That is right. So irrespective of the growth—and the growth has been
substantial in the number of students undertaking VET in Schools subjects—the amount of
Commonwealth support has remai ned the same for four years.

Ms Gawler—Under the specific components of the VET in Schools allocation under the
ANTA agreement that has been the case for the triennial period. Yes, that is under four years.

M s Paul—The bulk of VET in Schools funding, as it happens, is out of states and systems
schools funding, and then thisis added to it.

Senator CARR—That is my point. | am asking what the Commonwealth is doing.

M s Paul—The Commonwealth funding of schoals, and its indexation arrangements and all
the rest of it, go to VET in Schools. We are doing a whole range of initiatives through
MCEETYA and through ANTA.

Dr Harmer—It is about a 6.4 per cent increase per year inthe AGSRC.
Senator CARR—I think it has gone up to 7.3 per cent.

M s Paul—We had a discussion with Mr Evans that went to 6.4 per cent.
Dr Harmer—I think it is about 6.4 per cent.
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Senator CARR—I have here your answer from April. It says that the AGSRC for primary
schools is 7.1 per cent and for secondary schools is 7.4 per cent. | would agree that is an
extraordinary amount of money. That is why we are spending more—

Dr Har mer—It is extraordinary. It was difficult to keep, Senator, as you can imagine.

Senator CARR—That is why we are spending more now on private schools than we are
on universities. | understand the argument.

Dr Harmer—It is avery good index. The discrepancy, which | think Mr Evans went to, is
that, at the time we gave you that answer, our estimates for those two were over seven per
cent—

Senator CARR—I accept that. | also accept that last year private schools could get
funding at 7.4 per cent for secondary schools, and for the same period vocational educational
programs were funded at 2.3 per cent indexation. It seems to me a remarkable discrepancy.

Dr Har mer—We got to this when you asked about the availability of funding for VET in
Schools, and Ms Paul was making the point that the majority of the VET in Schools funding
comes out of the schools bucket, where there is very good indexation.

Senator CARR—In terms of your research, how many year 10 students are not going on
to either work or school ?

M s Gawler—I would have to take that question on notice to give you a detail ed response.
M s Paul—It may be a question for us. We will have to work it out between us.

Senator CARR—I am hearing that it might be as many as 35,000 students per annum.
Would that be right?

M s Paul—I do not know.

Senator CARR—You have no figures at all on that?

M s Paul—Not with me, no. We can find out for you.

Senator CARR—What isyour latest figures on the drop-out rates?
M s Gawler—I do not have the detailed information with me.
Senator CARR—Is 35,000 an unreasonabl e estimate.

M s Gawler—I could not comment, unless | had the figures with me.

Senator CARR—On the question of ANTA's research, it strikes me that one of the
problems that we have at the moment with the stalling of the VET agenda—the marking
time—in this country isthat the level of public debate on—

Dr Har mer—Are you referring to the stalling of the ANTA agreement negotiations?
Senator CARR—I am putting my view.
Dr Har mer—It is your assessment.

Senator CARR—I am putting my view and | have put it several times now. Dr Harmer, |
am sure it has not been lost on you—
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Dr Harmer—I am afraid we cannot agree with you, Senator; but | understand it is your
point of view.

Senator CARR—You have said that a couple of times, and it is your job to say that. | do
not begrudge your saying that. | simply make the point that, given this budget and what | have
seen with the vocational education agenda in the last two or three years, since this minister, Dr
Nelson, has come in, there has been a substantial reduction in priority to vocational education.
| have very strong objections to what Dr Kemp did, but one thing | have always given him
credit for isthat he actually pursued this area of public policy.

Ms Paul—This is the period in which we have seen the greatest growth in new
apprenticeships in particular, finally topping the 400,000, and that is before the initiatives
around skills shortages or anything else.

Senator CARR—I agree with you that there has been an increase in the number of people
undertaking qualificationsin new apprenticeships, but the agendaitself has stalled.

M s Paul—I think that is a key part of the agenda.

Senator CARR—The programs have been put in place and there have been long
arguments about the quality, the range, the location and whether or not they actually meet skill
shortages or whether this is an advanced form of wage subsidy. All of those arguments
remain—whether or not they are addressing particular areas of skill shortage.

M Paul—But | would not want to say that happens automatically. For example, we know
that each time we run the marketing campaign the number of new apprenticeships increases.
It does not necessarily happen automatically, although it is great to see a national momentum
onit.

Senator CARR—My point is this: what is the research effort that is being undertaken by
ANTA? | notice in your annual report there is a reference to a spend of $3.2 million for
commissioning of research. That is last year’s annual report. |Is that the most current one—
2002-03?

Mr Jamison—Yes.

Senator CARR—S0 ANTA is commissioning $3.2 million worth of research?

Ms Gawler—That is correct.

Senator CARR—Why aren’'t you doing that in-house? What has happened to your own
research capacity?

Ms Gawler—We have staff able to undertake research. However, in relation to the
allocation of the funds that you have identified, that is done in consultation between CEO and
board and it identifies a number of areas of emerging need, such as funds required for
underpinning information on the ANTA agreement or resourcing VET. | can provide you with
details of the range of research that has been undertaken.

Senator CARR—Thereisalist in the annual report. My point is: why can’t you do that in-
house? Why have you not got the capacity to do it? Surely it would be cheaper. Surdly it
would be better to have the corporate knowledge, the expertise, on tap for the Commonwealth
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and the states so that you are able to argue a case effectively in the public arena about these
critical issues.

M s Gawler—We do have staff who have the capability to undertake some of the research
but, clearly, we want to get the very best advice nationally and in an international setting. On
that basis we have undertaken some consultancies specifically on items that we needed to
address.

Senator CARR—It strikes me that the NCVR is a very good research unit, but there is no
reason why you should not have an independent research capacity.

Mr Jamison—We do.
Senator CARR—Isit not the case that in recent yearsit has declined?

Ms Gawler—For many of the new members of the organisation, probably the best thing
would be to identify the research capability that we have had as an organisation. At this stage
| would not necessarily accede to that view.

Senator CARR—You do not accept that view?

Ms Gawler—No.

Senator CARR—MYy observation over the years seems to be that you are spending more
on consultancies. You have fewer people interested in being employed directly in these areas.
There was a time when the Commonwealth could attract the very best people to our research
units. | cannot see why that cannot be maintained. There is no shortage of talent. It is a
guestion of whether or not it is more expensive to purchase it through this mechanism. Has
there been any evaluation of whether or not it is cheaper to do this work in-house and
maintain the quality?

Ms Gawler—To my knowledge, there has not been work undertaken recently. | would be
happy to come forward with a response as a question on notice.

Senator CARR—I would appreciate your advice on that.

Dr Harmer—Senator, earlier you mentioned the priority for vocational education and
training. The growth in the number of people undertaking vocational education and training
has doubled since 1995. It has more than doubled for Indigenous students. There has been a
33 per cent increase for non-1ndigenous students, such that nearly 1.7 million people were in
vocational education and training by 2002. There has been a substantial increase.

Senator CARR—I am familiar with those figures. | turn to the recently announced
program—Direct Purchase of Places for Priority Groups. This was announced in a medial
release put out on 17 May. Does ANTA have any involvement with thisinitiative?

M s Paul—We administer thisissue.

Senator CARR—So it is entirely a matter for the department?

M s Paul—Yes.

Senator CARR—What is the source of this funding?

M s Paul—It is the measure on page 74, which was in the offer of the ANTA agreement.
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Senator CARR—I seg, so it is the same thing.

Ms Paul—It is the new money component which was rejected by the states and was then
transferred into a Commonwealth-only appropriation and tendered out to offer the same
number of places that would have been offered under the ANTA agreement.

Senator CARR—So0 | can confirm that the funding on an annual basis is as listed page 74
of the PBS?

M s Johnston—That is the financial year allocation.
Senator CARR—So0 that is correct?
M s Johnston—Yes.

Senator CARR—The minister has announced that there will be 7,500 places to be decided
by way of contract. Will they be 7,500 new places or additional places? How will that be
determined?

Ms Paul—Yes, these are additional places. While they would have gone to the states and
territories under the ANTA agreement, we have now had to tender them out. We have done
that and the successful tenderers are in the announcement and those are the brokers who will
manage the places, including a department and a state authority in a couple of instances.
Those are new places and they go to these particular target groups that we talked about
before—mature age, disability et cetera.

Senator CARR—So they have gone to TAFE in the most part?

M Paul—You can see the table on the second page of the media rel ease—attachment A.
All of the New South Wales places have gone to the New South Wales Department of
Education and Training, as the broker. Where those places will be delivered is a matter for the
broker. Then you can see the other successful tenderers below.

Senator CARR—Was it theintention to contract from TAFE?
M s Paul—There was no particular intention. It was an absol utely open tender.
Senator CARR—These are directed at peopl e on income support programs. Is that right?

M s Johnston—They are not necessarily on an income support program but they will have
to meet an age requirement or demonstrate that they are parents returning to work or people
with a disability.

Senator CARR—What istherole of the family and community affairs department in this?

M s Paul—You mean the Commonwealth Department of Family and Community Services.
I am not quite sure what you are referring to, but the funding initiative came out of the
welfare reform package and they are the lead agency there, so that might be what you are
thinking of.

Senator CARR—I am just wondering, if it is essentially an anti-poverty measure—it is
not?

M s Paul—It is a targeted training measure and it links to welfare reform, that is right.
Senator CARR—That would have to be one of its great selling points. Isthat what it is?
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Ms Paul—It is a welfare reform measure to try to assist groups of people who find it
particularly difficult to engage in the work force to hel p them partici pate through training, that
isabsolutely right.

Senator CARR—So it isafair description to call it an anti-poverty measure?
M s Paul—I doubt it has been described like that.

Senator CARR—Certainly it has not been by this government, but if that is what it could
be used for, | can see why you would want to support it.

M s Paul—It is certainly about hel ping people who find it hard to get into jobs.
Senator CARR—It isnot designed for skill shortage issues?
M s Paul—No.

Senator CARR—What are the contractual obligations? Are they those that are normal for
provision of vocational education?

M s Johnston—That is correct.
Senator CARR—Thereis no difference in that regard?

Ms Johnston—No. They will effectively be subcontracting or arranging for registered
training organisations to deliver thetraining. It will beto at least a certificate Il level.

Senator CARR—Has there been an evaluation of the New Apprenticeships access
program?

M s Johnston—I think it was around 1999-2000.

Senator CARR—So it isquite an old evaluation. | thought that was the case.

M s Johnston—There have only been two years under the contracts for that program, and
those first contracts are just about to end.

Senator CARR—How many people do you expect to go through that program?
M s Johnston—Around 4,250 a year.

Senator CARR—AnNd do we have an age breakdown? What is the spread of that?
M s Johnston—I do not believe | would have that with me.

Senator CARR—Can you take that on notice. Thereis a series of questions | will ask you
about the Access program. Presumably it would be more efficient if we put them on notice.
They are straightforward, technical responses. Thank you very much.

Dr Harmer, | would be interested to know whether the Chief Scientist is intending to
appear at the hearings for the inquiry next Tuesday. It would be of interest to me to establish
that.

Dr Harmer—I have had discussions with Mr Carter, the secretary to this committee, and |
have made a phone call to Mr Cook, my deputy secretary, who has been in contact with the
minister. | understood yesterday that the decision, which is not ours or his—it is the minister’s
decision—was imminent. But | have not heard the answer and | am trying to chase it up.
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Senator CARR—If he isnot able to appear, or is not directed to appear, then we will have
to go back into the chamber and there will be no point in holding the hearings next week. |
would have thought it would be extraordinarily inconvenient to bring witnessesin and have to
cancel the hearings. So we need maximum notice to do that.

Dr Har mer—I understand what you are saying, Senator.
Senator CARR—Thank you.

Dr Harmer—I will make a clarifying statement at the very beginning. Dr Arthur is here
but the rest of his people, whom he may need for some of the answers, are on their way. We
were of the understanding that it was going to be higher education.

Senator CARR—I am sure Dr Arthur will be able to answer the questions. We have many
years of experience together. This could be the last time though, at least from this side of the
table. In terms of the Backing Australia’ s Ability program for higher education, what is the net
growth inreal terms for the program across the 10-year table?

Dr Arthur—Can you clarify the question? There is no such thing as a BAA program for
higher education. There are a number of e ements of BAA spending that will occur principally
in higher education institutions, and | can identify those if you would like me to go down the
table.

Senator CARR—I can seethose. | am trying to establish the net position of program funds
administered by the DEST portfolio from this package in real terms across the period. On the
tables that have been released you are able to give an initial five-year total, an additional
seven-year total and a 10-year total. Are you able to tell me what the net effect isin constant
dallars?

Dr Arthur—No. | am not sure what you mean by ‘net’. | am not quite sure what you
regard as above and below the line in the net calculation. In terms of constant dollars the
figures in the table are, in accordance with normal budget convention, produced in out turn
prices. While | think it is possible that we have already given you information in a previous
question on netice about the deflators used in the majority of programs, it is not normal
convention to produce figures for the forward estimates period in constant prices. That is not
how the department of finance expects us to provide advice to it and it is not how the
department of finance, which prepared this table, has presented the table.

Dr Harmer—That is quite an important fact. This table was produced by the Department
of Finance and Administration, not DEST.

Senator CARR—Yes, | understand what they have done.

Dr Arthur—I am certainly able to provide a fair degree of detail about the table, since we
provided and coordinated the provision of the input to that table, but | am certainly in no
position to manipulate the figures in the table and turn them into a different basis. | just do not
have the ability to do that.

Senator CARR—What we have here is some work undertaken with the statisticians on
this floor in parliament. By applying the normal indexation arrangements, as per your answer
to question on notice No. E470 from April, the calculations that we are led to is that in the out
years the overall funding is actually a 15 per cent reduction for the package as a whole.
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Dr Arthur—I am not in a position to comment on that calculation, since | have no basis to
make a comment.

Senator CARR—I guessit will be a matter of claim and counterclaim, won't it?
Dr Arthur—It may well be.

Senator CARR—The AVCC has suggested that to reach the two per cent of GDP by 2010-
11 we will need an additional $4.5 billion. Are you familiar with that calculation?

Dr Arthur—Yes.
Senator CARR—What do you say about that calculation?
Senator CARR—What do you say about that calculation?

Dr Arthur—The government has not set any particular target for the level of percentage of
GDP which research spending—both governments and private—should reach, taking the view
that it is not appropriate to set such a target. With regard to the details of the ABCC
calculation, where they take their targets and make some projections about the spending that
isrequired to meet the target they suggest, there are some technical deficiencies.

Senator CARR—What is the nature of the technical deficiencies with their calcul ation?

Dr Arthur—According to the information on their web sites—and we can only go on that
information—one of the parameters they have assumed for their calculation is that non-
Commonwealth support for R& D was estimated at five per cent per annum. In fact the growth
rate over anumber of recent years for that particular figure has been 9.6 per cent, and we have
no reason to assume that that would not continue. We have no particular knowledge as to why
the ABCC chose an assumption which is contrary to current trend data. The table also
assumes that over the entire period there will be no new government spending measures on
science and innovation. It is not clear to us on what basis they made that assumption.

Senator CARR—That is reasonable because there will be several elections between now
and then and there may well be all sorts of different combinations that emerge.

Dr Har mer—And all the budgets.
Senator CARR—That iswhat | mean over that period.

Dr Arthur—Absolutely. They also point out that the table makes assumptions about GDP
projections out to 2010-11, and there are no artificial statistics which provide GDP
esti mations out to anything like that period.

Senator CARR—However there are projections being widely used. | noticed in the
Financial Review there are other references apart than the ABBC. Are you aware of any
unofficial projections on GDP growth out to that period?

Dr Arthur—I am personally not. | am not an expert on GDP projections.

Dr Harmer—I think Dr Arthur is saying that not only is the numerator problematic but the
denominator is also When you are trying to devel op a measure when you have both—

Senator CARR—That is a pretty serious criticism you are putting forward there of the
ABCC, Dr Harmer.
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Dr Harmer—I am stating a fact that when you have got a questionable numerator and an
estimate for adenominator it is not aterribly reliable figure.

Dr Arthur—I would not interpret our remarks in any way as a criticism of the ABCC.
They have attempted to do projections out to a period well beyond the forward estimates. In
doing such a thing you inevitably have to make certain heroic assumptions.

Senator CARR—AnNd you disagree with their assumptions.

Dr Arthur—I am saying that | do not know the basis on which those assumption have
been made and therefore | am not in a position to comment.

Senator CARR—Let us be more precise because | agree with you that projections out that
far from lobby groups are not always reliable. | think we would have to share common ground
there. However we can say that the current situation of our GERD is quite definable—and
what isit?

Dr Arthur—At the moment it is two separate figures: it is spending in universities and—
Senator CARR—NOo, that isa HERD figure. | want the GERD figure.

Dr Arthur—It is 0.8 per cent of GDP which, as you well know, is well above the OECD
average of 0.61 per cent.

Senator CARR—Sorry, | was looking for the GERD figure.

Dr Arthur—That is essentially it; that is our figure for spending in universities and
government research agencies.

Senator CARR—NQ, it isn't. The GERD is gross expenditure.
Dr Arthur—Government expenditure on research—

Senator CARR—No. What is gross expenditure on R&D in Australia? Not government
expenditure—that is a different concept entirely.

Dr Arthur—I will add the two figures together and see if | can get it for you.
Senator CARR—I think you will find it is 1.53 per cent.
Dr Arthur—Yes, 1.53 per cent or 1.55 per cent are the figures | have.

Senator CARR—There are two figures because there is a later estimate from the OECD
which has not been filtered through their normal systems. Is it not the case that the one you
have actually put to the government in advice is 1.53 per cent?

Dr Arthur—That sounds correct.

Senator CARR—What isthe OECD average?

Dr Arthur—Itis certainly below the OECD average overall.

Senator CARR—Could you confirm that 2.1 is the OECD average?

Dr Arthur—I do not have the figure in front of me but it does sound about right.
Dr Harmer—I think it isjust above two, but we would need to check it.

Senator CARR—The GERD figures for our major competitors—Japan, the United States,
North Korea—are above the international average, aren't they?
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Dr Arthur—The matter has been traversed extensively. Whereas the Australian
expenditure in the government sector is well above the OECD average, the expenditure in the
private sector is currently below the OECD average. It has been increasing in recent years at a
rate of 9.6 per cent, which is well above the OECD average growth rate of 4.5 per cent;
nevertheless, it remains true that overall the business investment expenditure on research is
below the OECD average, which has the effect that the overall Australian expenditure is
below the OECD average. | assumed that you canvassed the issues, particularly business
expenditure on research, with the department of industry, which has the primary policy
responsibility on that issue.

Senator CARR—They had very little to say about policy response. | am interested to
know whether our GERD figures are of that dimension—1.53 to 2.1 by international average.
What isyour projection of where we will be over the estimates period?

Dr Arthur—I do not have before me a projection of the business expenditure trends over
the period. The basis of assumption for government expenditure is that we now have a high
degree of certainty about Commonwealth expenditure on major elements of research. It is
clear that, over the forward estimates period, expenditure on research is likely to maintain its
level within overall government outlays—that is, the position whereby Australia spends well
above the OECD average from government sources on research and development is likely to
continue.

Senator CARR—I would not say it is well above, but it is the only thing that makes our
figures looks respectable. | agree with that.

Dr Har mer—It is 33 per cent above.

Dr Arthur—And it is the area which departments such as DEST principally have
involvement in.

Senator CARR—You say you do not have any forward projections on our GERD figures.
Dr Arthur—I am saying | do not have them before me at the moment.

Senator CARR—Please take on notice the forward projections on Australia’s GERD as a
percentage of GDP and the forward projections on OECD average GERD.

Dr Arthur—I will take it on notice.

Senator CARR—European countries relatively recently established what they call the
Lisbon declaration. Are you familiar with that?

Dr Arthur—Yes.
Senator CARR—What was it?

Dr Arthur—The EU countries have set a target for their share of GDP that will be
expended on research and devel opment.

Senator CARR—It isthree per cent, isn't it?
Dr Arthur—That is correct.

Senator CARR—BY 2010.

Dr Arthur—Correct.
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Senator CARR—How far below that target will Australia be?

Dr Arthur—As | have already indicated, | do not have a projection on that. | would
comment that it is not clear how the European countries intend to take practical steps
themsel ves to reach that point. For example, R& D intensity for the OECD as a whole is about
2.25 per cent of GDP and it has remained stable at that level for about the last 15 years. To
give an idea of the magnitude of the issues we are talking about, to reach the European Union
target across the OECD would require expenditure increases of around 50 per cent of current
levels or around $US100 billion.

Senator CARR—That is an ambitious target, but Northern Europe has aready reached
that target.

Dr Arthur—I do not have those particular figuresin front of me.
Senator CARR—For instance, the Scandinavian countries arein excess of three per cent.
Dr Arthur—Itis certainly true that there are countries that have very high GERD ratios.

Senator CARR—Yes, that are in excess of three per cent. Clearly there would be regional
differences within the OECD; the question is whether Australia wants to be part of the bottom
feeders. At 1.53 we are way behind the OECD average of 2.25.

Dr Arthur—I think the object of the exercise in terms of overall government palicy isto
have a rapidly growing GDP. In any calculations that work out percentages of government
expenditure, or indeed any other form of outlay over GDP, there are various ways in which
that potential calculation is effected, obviously via the grosses and an upgrowth in the
numerator or the denominator. Clearly Australia has been successful in recent years in having
a rapidly growing GDP. In spite of significant increases in government funds, that has
inevitably placed pressure, if you want to call it that, on the percentage of research and
development expenditure within GDP. | do not necessarily think anyone would agree that that
isabad thing.

Senator CARR—I see thelogic of the point you have just made and | ask: if in the current
year Australia were to move its GERD figure of 1.53 to the OECD average of 2.25, how much
money would have to be spent on R&D in both the public and private sectors?

Dr Arthur—Over which time periods?

Senator CARR—Over one year. If we were to use this year's figure of 1.53 and compare
it with the overage OECD figure, what would be the financial difference that Australia would
berequired to find in terms of its R& D spend?

Dr Arthur—We will take that on notice, but clearly it would be alarge number.
Senator CARR—Yes. It would be in excess of $5 billion.
Dr Arthur—It would not surprise me were that to be correct.

Senator CARR—Will you confirm this or otherwise for me that it is in excess of $5
billion? The reason | raised the figure with you, Dr Arthur, isto highlight the dimension of the
problem. You said it would not surprise you if the figure were to be in excess of $5 hillion.
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Dr Arthur—It would not, Senator, but | do not think we have yet established the nature or
the existence of a problem. As | said earlier on, the object of the exercise in terms of all
government outlaysis to pitch those outlays at alevel as part of an overall economic policy to
produce, among other things, a high GDP growth rate. It does not seem to me that the issues
we have been canvassing so far establish that thereis a problem. Thereis certainly a statistical
fact, but whether that statistical fact consitututes a problem is not something we have
established.

Senator CARR—I am surprised by that answer, Dr Arthur. | am not certain that the
attitude that we do not have a problem would be widely shared. Certainly all the businesses |
deal with, and even in the labour movement on both sides of the industrial argument in this
country, are telling me that we have a problem in terms of our R& D spend. How important do
you think R& D spending is to productivity?

Dr Arthur—Our view is that R&D spending does make a positive contribution to overall
economic growth.

Senator CARR—What percentage would you say?

Dr Arthur—I am not aware of any conclusive studies that have been able to reduce the
very complex issues of the influence of R&D spending on GDP growth to a mathematical
result as a percentage.

Senator CARR—Dr Arthur, | recall seeing a recent OECD study that suggested that up to
half of growth can be attributed to R&D.

Dr Arthur—Thereis certainly arange of studies on thisissue.
Senator CARR—Would you think that is an unreasonable figure?

Dr Arthur—I myself do not have an opinion on that particular figure. | have not conducted
an analysis of that particular study to have an opinion onits validity.

Senator CARR—That is you, Dr Arthur. You are probably the foremost adviser in the
department on this matter. |Is there an official position at all, Mr Cook, on the question of the
importance of R& D to economic growth?

Mr Cook—There have been quite a few studies carried out. Indeed, we asked Professor
Seve Dowrick from the ANU last year to review the literature for us, which he has done. That
ispublicly available.

Senator CARR—Could | have a copy of that? | will be very interested to see that.
Mr Cook—We could certainly give you a copy, Senator. It is also up on our web site.
Senator CARR—I have not noticed that but, if | can get ahard copy, | would appreciate it.

Mr Cook—There has been quite a number of international studies done. They certainly
show quite high rates of return to R&D, particularly to private sector R&D, as you would
expect, in the order—if my memory is correct—of 40 per cent or more in the private sector.
On public sector R&D, it is very much a mixed picture on the studies that have been done, but
they still do show a positive correlation to considerable rates of return if you lag the impact by
a considerable period which is, again, probably something you would expect because public
sector R&D tends to be focused more at the basic end of the continuum, so therefore you
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would expect it to take longer to show up in rates of return. In terms of the actual correlation
between spend on R&D and productivity growth, | think you would probably find that there
are differences between business expenditure on R&D and public sector R&D.

Senator CARR—Do you have a figure, from this literature review that has been
undertaken, on the contribution of R&D to economic growth?

Mr Cook—I would have to check my memory to give you the conclusion of that study,
Senator.

Senator CARR—Could you take that on notice?
Mr Cook—Certainly.

Dr Arthur—Senator, you asked two questions. One is the figure that relates to spend on
R&D and growth. That is an entirely different issue from the proportion of spend to GDP.
That is a situation where that particular calculation is affected by a wide range of things,
including movements in GDPthat have nothing to do—

Senator CARR—Of course it is, Dr Arthur. My question went to the level of spend that
would be required from both public and private sources in the current year to move us from
our current GERD figure of 1.53 per cent to the OECD average of 2.1 per cent.

Dr Arthur—Indeed, and we can provide that figure.

Senator CARR—It is a pretty straightforward proposition, because you could calculate out
what we spend to make a figure of 1.53 per cent of GDP, calculate the GDP, calculate 2.1 per
cent and, presumably, subtract the two figures.

Dr Arthur—I indicated we will take that on notice, and | foresee no difficulty in making
that calculation.

Senator CARR—Thank you. What | was looking for, with regard to the propositions we
see before us in the BAA 2 package, is. what is the target figure that you are seeking to
achieve in terms of our gross expenditure on research and development in Australia? Thisisa
package which goes not just to the question of public sector but to private sector. You are
coordinating this program. Surely you have a target. Surely you have some expectations,
some measure, some capacity to evaluate progress. What isit?

Dr Arthur—We certainly have—it is in the table—a target figure, according to the
measures which have been approved in this and previous budgets, of Commonwealth
government expenditure on research and devel opment across the period of the table.

Senator CARR—ANd what is the figure as a percentage of GDP?

Dr Arthur—I would need to take that on notice. In any case, there are two calculations one
could make: the effects of the measures in the table compared to GDP or the measures plus
the ongoing spending in research and devel opment in the Commonwealth on GDP—which is
roughly $5.3 billion in the current financial year. Which of those two calculations were you
looking for, Senator?

Senator CARR—Thank you. | notice that the chairman of the Group of Eight universities
gave aresponse to the government’s announcements. He said:

If wedon't care that we fall behind—
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and he is talking here about the slippage between our performance in this country and OECD
averages—

then let our policy-makers say so—and come up with alternative approaches to generating future wealth
that have so far clearly not been discovered by any of our so-called competitor nations.

Isit the intention of Backing Australia’'s Ability to produce a situation where we continue to
slip behind the OECD with regard to research and devel opment?

Dr Har mer—No.
Dr Arthur—And the package does not have an effect.
Senator CARR—How do we know that is not going to happen?

Dr Arthur—The package maintains the position that Commonwealth expenditure on
research and devel opments on any recent protection will remain ahead of the OECD average.

Senator CARR—That is public expenditure?

Dr Arthur—That is correct.

Senator CARR—My question went to our gross expenditure. Where do | find, in this
package, any commitment to maintaining our international competitive position?

Dr Arthur—This package contains statements of Commonwealth government measuresin
the broad area of research and development. It contains considerable detail, indeed,
unprecedented forward commitments of government expenditure in that area.

Dr Harmer—You are getting close to asking us to comment on adequacy or otherwise of
government policy decisions and | do not believe that is appropriate.

Senator CARR—TFair enough. | am going to ask you some general questions that go to the
administration of the National Competitive Grants Program. | understand you have overall
responsibilities for them, so | trust you will be able to assist me—we will try it out and see
what happens. The RIBG scheme is said to be maintained at a level of 20 cents in the dollar
under the National Competitive Grants Scheme.

Dr Arthur—That is correct.

Senator CARR—Can | see a table that shows me the components of the National
Competitive Grants Scheme—the total amount for 2003 and the out years through to 2006-
07?

Dr Arthur—Yes, itisinthetable.
Senator CARR—Show me that.

Dr Arthur—At the bottom of the table we have a line for ARC National Competitive
Grants Program—the non-coloured line, if you like—which, for completeness, has put
together the measures in BAA 1 and BAA 2 with the underlying base funding for the ARC
National Competitive Grants Program and it provides the figure—

Senator CARR—We are talking about this table?
Dr Arthur—Yes, | am talking about that figure.
Dr Harmer—It is at the very bottom. It is under the final orange horizontal line.

EMPLOYMENT, WORKPLACE RELATIONS & EDUCATION



Thursday, 3 June 2004 Senate—L egislation EWRE 47

Senator CARR—Thetotal funding for the ARC and CRC. Isthat the one?

Dr Arthur—Yes. That line is a combination of the measuresin BAA 1 and BAA 2 which
increased the base funding, so that line is the National Competitive Grants Scheme funding
across the period.

Senator CARR—I see. If | add those figures up—
Dr Arthur—They are already added up in the right hand column for you.

Senator CARR—Is it the case that, if we take 2003-04 as the base year, they increase
every year?

Dr Arthur—They increase until 2005-06 in accordance with the increase in BAA 1, and
then in accordance with what the government has said the level of funding at the BAA 1 peak
is maintained across the period. The dollar figures you see there are essentially the upturning
of the prices across the period, which is exactly what the government said it had done.

Senator CARR—The total figures | see on the line above the total funding line suggest to
me areduction. Isthat true or not?

Dr Arthur—I am not sure where you are looking.

Senator CARR—The bottom line, the big orange line with the word ‘ Total’ on the left-
hand side, which has $1.367 billion—

Dr Arthur—True.

Senator CARR—and then $1.47 hillion, $1.27 hillion, $1.64 billion, $1.28 hillion. They
are all reductions below the peak year of 2005-6. Is that true?

Dr Arthur—It is certainly true on its face. The table states that, under the measures
contained in Backing Australia's Ability 1 and 2 across that period, the year on year
expenditures change from $1,076.6 million in 2005-06 to $1,028.3 million. There are a
number of components of this table, to say the least, and the government has made
commitments within certain major elements that the funding would be maintained at BAA
peak levels. There are particular programs, which have different funding profiles—we
discussed in detail yesterday with the CRC the issue of its lumpy funding profile—and those
funding profiles, when added all together, produce those totals.

Senator CARR—What | seeis not alumpy funding profile but a decline.

Dr Arthur—The figures, as | think Mr Manns indicated to you yesterday, are very
straightforward and clear.

Senator CARR—I see that in 2005-06—that is, the peak year—a decline for the next year
and off that base year of $76 million, a decline the second year and off that base year again a
decline in the third year and off the base year a decline in the fourth and fifth years. That
seems to me to be hardly lumpy but a continued decline.

Dr Arthur—Within the very large amounts that we are talking about, the amounts do
indeed go down in the last two numbers across those billion dollar figures.

Senator CARR—I thought | had misunderstood something. It always struck me that $1.76
billion was more than $1.3 hillion.
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Dr Arthur—I think the position is that funding is maintained in broad levels at $1 billion a
year—a not inconsiderable sum—is afair statement of what the table shows.

Senator CARR—When | calculate them in constant prices, what | see is that off the base
year of 2005-06 it declines to $955 million, $973 million, $931 million, $942 million and
$888 million. So thereis a substantial declinein constant prices over that five-year period.

Dr Arthur—As | have said, | have no basis on which to comment on the accuracy or
otherwise of your information.

Senator CARR—We will go back to where we started. | see in out turn pricesis a decline
of 6.5 per cent, 2.2 per cent, 3.3 per cent, 1.2 per cent and 3.8 per cent, a cumulative decline
of $211 million.

Dr Arthur—As| said, | amin no position to comment on the accuracy of that statement.

Senator CARR—In out-turn prices on the basis of the tables themselves, which | have in
front of me, | say that the figures decline. From 2005-06 to 2006-07 there is a 6.5 per cent
drop of $72.9 million; in 2007-08, a further decline of 2.8 per cent, a $29 million drop; a 3.9
per cent decline in the next year of $49 million. In 2009-2010, a 1.2 per cent drop, which is
$12 million, and across 2010-2011 there is a 3.8 per cent drop, $48 million—and the
aggregate there is $211 million less money.

Dr Arthur—I have never been an expert in mental arithmetic, but | have no reason to
contest the accuracy of your calculations.

Senator CARR—The 20 cents in the dollar for that RIBG funding is right, isn't it? We
have confirmed that, haven’'t we? You have done today?

Dr Arthur—That is correct. The table does contain a complete figure for ARC. It does not
contain the compl ete figure for RIBG. It does not contain the base.

Senator CARR—It is 20 centsin the dollar?
Dr Arthur—Yes.

Senator CARR—Can you tell me what it would have cost to take it to 40 cents in the
dollar?

Dr Arthur—We can certainly provide that.

Senator CARR—Have a look at the national collaborative research infrastructure strategy.
What does the funding for that program involve?

Dr Arthur—It invol ves some $540 million over the period.
Senator CARR—What is the purpose of the funding?

Dr Arthur—To provide support for infrastructure in Australia's universities and publicly
funded research agencies within the DEST portfalio.

Senator CARR—How will it be divided?

Dr Arthur—The mechanism by which the money will be expended will be guided by the
recommendations of the national research infrastructure task force, chaired by Dr Mike
Sargent, whose report has been published on the DEST web site. The government’s response
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to that report has been published on the DEST web site. The report contains a number of
detailed recommendations for developing a strategy for expenditure on research
infrastructure.

Senator CARR—A more coordinated strategy?

Dr Arthur—The government has indicated that that report will be the major document
guiding the implementation of this program.

Dr Harmer—We are in the early stages of the process of developing that strategy. It has
not been devel oped yet.

Dr Arthur—The major funding for that strategy kicks off in 2006-07.

Senator CARR—What percentage of the funding will go directly to research
infrastructure? Do you have any idea of that?

Dr Arthur—At this stage | would not have any idea. It will be the majority, obviously, but
in terms of percentagesit isimpossibleto say at this stage.

Senator CARR—That is over and above the money for the RIBG program?

Dr Arthur—Indeed, as existing programs. The systemic infrastructure initiative and major
national research facilities are both in addition to the RIBG funding.

Senator CARR—There was some talk of creating a new body with an overarching role in
relation to the ARC and the NHMRC. What has happened to that?

Dr Arthur—The government responses to the three reports, which guided much of our
thinking in the lead-up to the package, make clear that the government has decided not to
adopt that recommendation of the infrastructure task force and the review of closer
collaborations between universities and the publicly funded research agencies, chaired by Mr
McGeckie.

Senator CARR—How will there be higher levels of cooperation between the NHMRC
and the ARC?

Dr Arthur—The government has taken the view that existing structures will be adequate
to deal with the need for coordination, and it is particularly looking at the role that PMSEC
could play inthisregard.

Senator CARR—What has PM SEC got to do with the allocation of grants?

Dr Arthur—I spoke in terms of coordination. | do not know that there is any proposition
to deal with the allocation of grants.

Dr Harmer—The decision not to proceed with the overarching body has had the
government thinking about what mechanisms there are available. One is PMSEC, but there
are other committees of cabinet which look at expenditure that may be used. | am not able to
mention those specific committees.

Senator CARR—You are not seriously suggesting that a committee of cabinet would
distribute grants funding, are you?
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Dr Harmer—No, but in using mechanisms to consider priorities | think there is a
committee of cabinet which has the membership that could input into priorities across those
areas.

Senator CARR—Surely a committee of cabinet is not able to determine how you would
allocate specific grants to researchers?

Mr Cook—I think we are making the distinction between mechanismsin play to develop a
strategy and the priorities that that strategy should focus on as opposed to the day-to-day
administration of the program. The strategy that will be developed will provide guidelines for
the way in which this program should be administered. We will do that in consultation with
the key stakeholders in the business, including the universities and the public sector research
agencies.

Dr Arthur—I will give you an example of how that can work. In the existing program of
systemic infrastructureinitiative, there are already in existence committees in two areas which
contain a number of expert bodies, including in both cases the ARC and CSIRO. That
provides a strategic framework, in one case for communications bandwidth—to use a
technical term—and in the other case for information infrastructure and coordinated advice on
those issues. However, in formal terms the decision-making authority is the minister and the
minister on the advice of, in this case, DEST, makes decisions but does so having had the
benefit of expert advice from a coordinating group.

Senator CARR—The job of the cabinet, | would have thought, was to set priorities and
the policy framework; it was not to allocate moneys.

Dr Arthur—I do not think anything we have said isin conflict with that in any way.

Senator CARR—I am pleased to hear it. Who is responsible for managing the national
biotechnology strategy? | understand it isajoint project but how will that fit with this general
strategy?

Dr Arthur—The answer to the first question is that | understand overall it is the
Department of Industry, Tourism and Resources, which in formal terms is the lead agency for
the biotechnology strategy. In more general terms, one needs to make a distinction between
providing coordination on the issue of infrastructure and a whole range of initiatives which
may be providing coordination and insight on particular subject matter areas. It is always the
case that particular discipline groupings will have views about what their research priorities
are. For example, at the moment there is activity within the astronomy sector to provide a
clearer view of some paths forward on that particular subject matter area. One of the
challenges you face is to get good linkages between people who are in one context trying to
work out what are particular priorities for subject matter research and the structures which
will ensure that overall you have an effective infrastructure base which will allow those
variousinitiatives to go forward effectively.

Senator CARR—Will you be maintaining your own evaluation of programs within the
department?

Dr Harmer—Yes.
Senator CARR—The research evaluation role?
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Dr Harmer—Yes.
Senator CARR—A research division?
Dr Harmer—Yes.

Senator CARR—It will take independent research; it will not just be used as a
consulting—

Dr Harmer—I have no plans to change the structure or the priority of allocation of
resources within the department. As | said before, | am quite a strong supporter of maintaining
capacity in a policy department like Department of Education, Science and Training to do
research in house.

Senator CARR—I think it is critical. You have said here that for the dtrategic
infrastructure initiative for 2003 ‘only partial information on the partners associated projects
isavailable now. Isthat still the case?

Dr Arthur—I am not sure which document you are referring to.
Senator CARR—It is E892/04, the answer under item (b).

Dr Arthur—The statement that we have ‘only partial information on the partners
associated’ certainly continues to be true. Perhaps | can give an example of the complexity of
that. If | can go to the second page to the third item down, the ISI Web of Science where the
receiving institution is described as the University of Sydney with a grant of $3,500,000. The
ISI Web of Science is a database providing citation references to a mass, if | can use an
untechnical term, of journals particularly in the science area, that particular funding made
available that resource to alarge number of Australian universities and other institutions. | do
not havein front of me all of the institutions that have benefited from that. A number of these
projects similarly benefit awhole range of players within the sector.

Senator CARR—I take it that it is still the case that the current guidelines for the program
that the department will not be seeking to maintain confidentiality of the financial assistance
provided by the department?

Dr Arthur—I am not sure | understand the question.
Senator CARR—It is with respect to ES862.
Dr Arthur—I do not have E862 in my folder.

Senator CARR—I am just making a general point. In the past it has been claimed that
people in the department entered agreements and cannot provide information to the
parliament. That is no longer the case, isit?

Dr Arthur—I cannot answer such a general question.
Senator CARR—You can for this program, can't you?

Dr Arthur—Dr Harmer will answer this question if | get it wrong. The department always
provides answers in accordance with the appropriate rules.

Dr Harmer—Indeed. | think we have demonstrated our preparedness to be helpful to this
and other committees.
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Senator CARR—I must commend you. There has been a considerable change in outlook
after the previous secretary—since your timein the job, Dr Harmer.

Mr Cook—We have also amended our procedures somewhat to indicate to people
receiving grants and so forth that information may need to be provided to the parliament.

Senator CARR—It isareguirement. | would have thought it would be extremely difficult
to do anything else.

Dr Arthur—Obviously there will always be particular issues. For example, | recall atime
you asked me a question about telecommunications bandwidth. At the time you asked the
question there was a commercial negotiation with a price issue. Those situations arise.

Senator CARR—I have always maintained that it was a legitimate issue of commercial-in-
confidence. There are occasions. We acknowledge the resolution of continuing effect under
the standing orders. Where that occurs, we expect the relevant minister to make a statement to
that effect and to give reasons, as you have just done on the bandwidth negotiations. That
struck me as a perfectly reasonable proposition to advance. My concern has always been that
that has been overextended to the point where it is used to prevent proper disclosure. | am
pleased to see that it is quite clearly stated that this program cannot be used in that way. |
think it is a significant advantage. | will turn to the issue of the indexation arrangements for
the various programs under Backing Australia’s Ability. Can you advise me why some
programs are allocated indexation support at one level and not others? Who makes that
decision as to which program will attract which level of indexation.

Dr Arthur—In the end it is a government decision. As part of the budget process, each
program has established an indexation arrangement. Ultimately it is the Department of
Finance and Administration that makes the rule on that.

Dr Harmer—I suspect it is the department of finance in conjunction with the Treasury
department.

Senator CARR—I know that is who determines the indexation rates, but | am interested in
why some programs are not indexed at all. For instance, the education textbook subsidy
schemeis not indexed at all.

Dr Arthur—I am not familiar with that program. | cannot make any comment.

Senator CARR—Postgraduate awards in higher education are indexed at the CAF rate.
Grants in aid are at the CAF rate. Research training schemes are at the CAF rate. Innovation
access program, on the other hand, is at WCI 6. Overseas trained professionals are at WCI 1.
The department’s funding, on the other hand, is at WCI 3. What is the process by which one
program s all ocated a particular indexation rate and not another? Who makes that decision?

Dr Arthur—I am able to give the background on the indexation rates of some of the
programs | am familiar with. | am not in a position to make any comment on such a general
guestion as you have asked.

Mr Cook—My understanding of the general proposition is that when new NPPs are
proposed by departments, part of that process involves going through a costing process with
the department of finance. That involves a negotiation around things such as the indexation
that should apply—what the appropriate index should be. That is the way in which these
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things are derived. The department of finance negotiation takes into account the nature of the
program, its capital or labour intensity and so forth and comes up with an appropriate
indexation mechanism.

Dr Harmer—They would recommend that the department of finance, following those
negotiations, recommend an appropriate index to the government.

Senator CARR—So0 you think the particular emphasis is on the quantum of labour.

Mr Cook—That is my broad understanding. Many of those index rates are historical now
in terms of when the programs were originally endorsed by government.

Dr Arthur—For example, you mentioned the research training scheme, which is indexed
at the same rate as higher education student payments. Since that provides resources to
universities to train research students, which is a similar activity to educating undergraduates,
it is quite reasonably indexed at the same rate.

Senator CARR—BUt the schools rate, which is at 7.3 or 7.2—whatever the average is
between primary and secondary—seems to be out of kilter with every other indexation rate
that you have within the department.

Dr Arthur—Mr Cook mentioned history. From my previous experience in the schools
group that is a particular indexation factor which in DEET has along history.

Senator CARR—S0 in essenceitisapolitical decision.
Dr Arthur—I could not make a comment on that.
Dr Harmer—Itisavery valuable index if you are interested in funding schools.
Senator CARR—ADbsolutely, and if you are arecipient.
Proceedings suspended from 12.19 p.m. to 1.33 p.m.

Senator CARR—Dr Arthur, is there any chance of getting those basic calculations | called
for this morning by this afternoon?

Dr Arthur—Is that the calculation of what it would take in one year to move from the
current percentage leve to the target that you mentioned?

Senator CARR—Yes, the OECD average.
Dr Arthur—Yes, that isarelatively easy calculation. | think we will be able to do that.
Senator CARR—Thank you. That concludes my questions.

Dr Arthur—Egarlier in the hearing with AIM S you asked some questions about bandwidth.
| am happy to provide you with some detail, if that would be of useto you.

Senator CARR—Thank you.

Dr Arthur—You asked about the extent to which Australian communications, particularly
in relation to James Cook University but then more generally, would be below world's best
practice following the investment of significant funds currently being provided by
government. The answer to that question is that they would not be in any way behind world's
best practice. The network that is currently being rolled out is world's best practice. When that
network isin place, which in almost all centres will be from later this year, Australia will have
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a network which, in pure capacity terms, will be undoubtedly in the top five in the world. In
terms of the relationship between the capacity and the size of the research sector, it could be
argued to be at the top of networks in the world. For example, the connection that will exist
when AARNET finishes deploying its trans-Pacific capacity will mean Australia will have, in
pure capacity terms, more connections to the US than Japan has.

Senator CARR—AnNd the connections to Europe?

Dr Arthur—The connections to Europe are on a peered basis—that is to say, between
research traffic at a shared cost basis with the American Abilene network and the Canadian
CA*net 4 network, we have exactly the same connections to Europe on a peered basis as the
Canadian and American research networks.

Senator CARR—So0 you do not think there is any need for there to be further connections
through Singapore?

Dr Arthur—Certainly there would be advantages in there being connections through
Singapore. AARNet and the university sector more generally are actively exploring the
options for connections through there. The European Community is exploring connections
through to Singapore via India, and Australia is actively involved in those discussions. There
isa particular technical issue of access from Western Australiato Singapore in that the current
cable that exists between Singapore and Australia is an older generation cable and there are
limitations on the extent to which it can provide a really high-speed connection. AARNet at
the moment does have capacity on that cable and a deal of traffic does go by that route.
However, as | say, there are technical limitations on that cable—I think it is called SEA-ME-
WEA 4.

| am aware that SingTel Optus have for some time now been considering whether it would
make an investment in a new cable. Obvioudly, that is a matter which will be determined by
them. Were it to be the case that the telecommunications industry provided an enhanced
physical connection between Australia and Singapore then obviously the higher education
community would be in a position to approach the government as to whether it would be
advantageous.

Senator CARR—What is the current status? How far below world's best practice is the
connection to Singapore at the moment?

Dr Arthur—I would need to have information on the speed at which other comparable
countries connect to Singapore and | do not have that information in front of me. In terms of
the speed of connection for the services that currently need that connection, again, | would
need to look at that in detail. The point | would make, however, isthat in terms of Australia’s
connections generally to the world and to Asia—and in this case via the United States or via
Hawaii—we are in a position of having extremely capable connections.

Senator CARR—BUt our connections are essentially routed through the United States,
aren't they?

Dr Arthur—At the moment, that is true. That is a function of the overdl
telecommuni cations infrastructure in place.
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Senator CARR—If we measure our capacity through the United States it is world's best
practice but through the rest of the world outside of that connection it is somewhat more
limited.

Dr Arthur—That is true but it is not an unusual circumstance to be in, given the position
of the United States in terms of world telecommuni cations.

Senator CARR—That was my point. Let us call it a day and thank you very much. | look
forward to your answers this afternoon.

[1.40 p.m]
CHAIR—We move to questions relevant to the Higher Education Group.
Senator CARR—When did your division—isit till called adivision?
Dr Harmer—It isagroup.

Senator CARR—You have changed the terminol ogy, have you? A division is still a group
by another name?

Dr Harmer—In a number of organisations what used to be called divisions are called
groups. They happen to be called groupsin DEST. | have not changed that.

Senator CARR—That was one of Shergold'sinnovations, wasn't it?

Dr Har mer—I do not know if it was Peter Shergold or before.

Senator CARR—Thereis noreason for that other than that it is the latest fad?
Dr Har mer—I do not know the reason.

Senator CARR—To all intents and purposes, we are talking about the same thing, aren't
we?

Dr Harmer—It is a physical structure above a branch level. They are called groups in
some departments and divisions in some departments.

Senator CARR—In terms of your group, the Higher Education Group, was there a
proposition ever put to the minister by way of draft advice?

Mr Burmester—I am not sure what you are talking about. You raised this earlier the other
day. Not knowing the specifics of what you are talking about, | do not really know how to
answer other than to say that briefing ministers is often an iterative affair in that you would
provide some advice and, given the minister’s consideration of that advice, you may need to
provide supplementary additional material.

Senator CARR—I can understand that it would be a separate piece of advice, but you
would never present draft advice for correction and vetting, would you?

Mr Burmester—No.

Dr Harmer—I can answer that. Mr Burmester would not do that, because it would not be
acceptable to me to provide draft advice.

Senator CARR—When it came to the issue of the distribution of university places, that
did not happen?
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Mr Bur mester—Are you talking about the current rounds?

Senator CARR—L et us take the last two rounds. Let us make sure we get the right ones.
Has that happened in the last two rounds?

Mr Burmester—We have currently got a round on at the moment to distribute the 9,100
places that were announced as part of BAF. The minister has not yet been provided with
advice on that. He will be very soon. We have finished our processing of the bids and we are
preparing advice on that matter. With regard to the last one, | am not sure. The last one would
have been the regional nursing places that commenced this year, 2004. In that case—or
speaking generally—we would provide advice to the minister. Having considered that advice,
he may determine a particular course of action—consider it, accept it, change it, alter it,
accept in part some of our advice and not accept other bits.

Senator CARR—That is perfectly reasonable. What | would like to know is whether a
piece of paper went across to the minister’s office which was then subsequently corrected by
you by way of advice.

Mr Burmester—Not that | can recall. Certainly with regard to places | have no
recollection of that. As| said, there are various stages in getting a decision and approval from
a minister. Of course, there would be instances where there had been a number of briefs on
the same matter to resolve the matter—adding new information, further information, seeking
approval rather than consideration. As| said, it is an iterative process.

Senator CARR—So you are telling me that it did not happen?

Mr Burmester—With regard to places, | have no recollection of a draft brief going
anywhere. There would have been formal advice signed off by me to the minister.

Senator CARR—If it did not happen it did not happen. In the last round, | asked some
questions regarding a range of subjects. Can | draw your attention to E898 and E460?

Mr Bur mester—I do not have 460 with me, but | know that 898 refersto it.

Senator CARR—It is the same topic. On this occasion | sought some information
regarding postgraduate qualifications in order to enter a profession, and you informed me that
the department does not collect information of that type. As a result of discussion, the request
was modified so that we could have information on areas such as psychiatry, physiotherapy
and teaching. Those three areas were not answered either. | am just wondering why that was.

Dr Nicoll—We do not collect information per se about professional associations in the
country. The issue of postgraduate qualifications and their relationships to professional
registration is an issue for the universities themselves and for the course accreditation
processes that universities runinternally.

Senator CARR—S0 you have no capacity to callect that information?
Dr Nicoll—That is not something that we would consider at the moment, no.

Mr Burmester—Might | add something to that? In the postgraduate area, as you know,
there are a very limited number of funded places. It is really an area for the universities to
determine and to respond to the professional associations themsel ves—to arrange courses and
establish courses to meet the professional needs of the work force.
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Senator CARR—However, some programs do have a list of prerequisites for postgraduate
qualifications and for initial professional registration, don't they?

Dr Nicoll—Indeed they do.
Senator CARR—So0 why do you not have information about those?

Dr Nicoll—I am not quite sure how it would relate to the purpose of the funds that we are
responsible for in relation to the universities. As Mr Burmester indicated, the primary areas of
postgraduate coursework programs, which is the sort of thing that these would relate to, are
matters that the universities operate. We expect them, as autonomous institutions, to run those
issues in terms of the course accreditation programs that they run and processes that they run
internally.

Senator CARR—How do you know where postgraduate qualifications are going to be
required? What sort of planning mechanism do you have in place to be able to determine what
the level of demand islikely to bein particular disciplines?

Mr Burmester—I think we are at cross-purposes to some extent. Since 1996, the
postgraduate area has been largely deregulated, with very few supported places remaining at
the postgraduate level apart from the initial qualifications for teaching and nursing, which
were gquarantined in the 1996 changes. Since that time, it has been between the professions
and the universities to establish arrangements for entry to the profession and the appropriate
training to be provided. The Commonwealth is not allocating funds with regard to those
professional postgraduate qualifications, so there is nothing for us to plan. It may be of some
interest to do and it may be worth doing some research on that matter, but at this stageit is not
the basis of funding decisions of government.

Senator CARR—S0 how do you allocate your places for the RTS?

Mr Burmester—The RTS is research based training rather than professional
qualifications, whichis largely course based.

Senator CARR—They are not unrelated, are they?

Mr Burmester—They are not unrelated, but the essence of the previous question was
about professional qualifications which, in large part, are through postgraduate coursework.
RTS s distributed, as you know, through the formulas based on performance of the institution
asawhole, based on their research.

Senator CARR—E915-04 went to the issue of the triennial report and the extra HECS
debt as a result of the Higher Education Act. Have you included in that table the changes in
the HECS debt arrangements as a result of the package of the hill last year? How will the
interim report be affected?

Mr Burmester—I have actually got a printed copy that | am prepared to hand over on this
occasion.

Senator CARR—Thank you. That is very nice. They are asrare as hen’s teeth, are they?

Mr Bur mester—I| am advised—because | checked this before | came over—that thereis a

box of these somewhere in this building, probably on a loading dock, waiting for distribution
to senators, and | thought—
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Senator CARR—I would be delighted for your assistance. Thank you very much.

Mr Bur mester—you might appreciate that particular copy.

Senator CARR—That isright. It isa particular privilege!

Mr Burmester—But, before | hand it over, | had better answer the question, | suppose.
Senator CARR—You are very helpful.

Mr Burmester—The basis of this report was that it reflected the decisions and
appropriations of government at the end of the year, at the beginning of the period. The
interim version did not include all the decisions that the government made prior to and during
the passage of the legidation, so the print copy has been updated for those variations. Init, as
in previous years, there is information on the doubtful debt provision, which we would have
got from the actuary—as we always do—and it is included in here. | do not know whether it
is exactly the same as what was on the web version—the preliminary version—of this or
whether we have updated it, because | do not know whether we have received a subsequent
report from the actuary.

Senator CARR—I will have to have a look at that. Are you aware of much of a
discrepancy between the two reports?

Mr Burmester—There certainly is some updating of material to reflect the final decisions
and the content of the act as it was eventually passed. What we have done in the print version
isinclude boxes in a shade of pink to reflect the changes that we have made to this document
compared to the interim version, so you should be able to find that. Flipping through it here, |
cannot quickly identify the doubtful debt part of the report, but it will bein there.

To add to that answer, the figure of doubtful debt needs to be carefully understood. The
provision that we have is for budgetary purposes, and we report that for budgetary purposes.
However, it does reflect a number of effects. First of all, it is a measure of the actuary’s
estimate of the amount of debt that is unlikely to be repaid over the lifetime of the people who
have that debt, but it is expressed as a proportion of the remaining outstanding debt, not of all
debt ever written. For example, we have already had over $4 billion of HECS debt repaid,
which has come out of the denominator, if you like, of that calculation. This has what the
actuary calls a ‘debt-creep effect’ on that percentage. So the percentage tends to rise even
though the propensity of repayment has in fact not changed. On average the propensity to
repay the debt is about 85 per cent but, because you are dividing doubtful debt—the
remaining 15 per cent—by a denominator that only includes unpaid debt, you get a bigger
proportion that we use for financial purposes.

Senator CARR—Have the University of the Sunshine Coast, the University of Notre
Dame and Macquarie University had their second round workplace relations program
applications approved?

Mr Burmester—No. | think there are still three outstanding that have not had final
approval, although | think at least one of them is close to final approval, in that our
admini strative processes have been completed and it is on its way to the minister.

Senator CARR—Which oneisthat?
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Mr Burmester—I think that is the Sunshine Coast. With the other two the administrative
arrangements are pretty to close to finalisation aswell, as | understand it.

Senator CARR—Within the month, do you think?

Mr Burmester—I do not know exactly. As | understand it, they have gone through the
three processes that are required—our assessment, DEWR's assessment and the probity
advisers assessment—and it is just a matter of finalising the matter to be submitted to
government.

Senator CARR—Can you provide me with a state by state breakdown of HECS debts?
Can you do it on a state by state basis?

Mr Burmester—I think there are statistics that reflect the address of the current debt
holder from the tax record. Whether we have that or whether we would have to seek it from
the tax office | do not know. We do not have, as far as | know, aregularly produced statistic,
but | think the data is there to be examined and we could produce a table.

Senator CARR—I will ask a few questions in regard to the distribution of the HECS debt
on a national basis. Equally, you will be able to help me with regard to a state breakdown of
overenrolments?

Dr Nicoll—We can certainly do that.

Senator CARR—I will put some questions on natice in regard to those state breakdowns,
or do you have them with you now?

Dr Nicoll—I do have them here. | can tell you what they are. The percentage overenrolled
in New South Wales in 2003 was 10.7 per cent. In Victoria it was 5.05 per cent; Queensland,
5.48 per cent; Western Australia, 6.69 per cent; South Australia, 6.71 per cent; Tasmania, two
per cent; Northern Territory, 4.42 per cent; ACT, 4.24 per cent; and ACU, 6.99 per cent. Asa
sector average that was an overenrolment of 7.06 for the 2003 data.

Senator CARR—Thank you. Do you have a similar figure by EFTSU?
Dr Nicoll—I do. I will read those out to you. In New South Wales, it was 12,762; Victoria,

4,986; Queensland, 4,284; Western Australia, 2,608; South Australia, 2,008; Tasmania, 183;
Northern Territory, 136; ACT, 478; ACU, 447—actotal of 27,892 EFTSU for the 2003 data.

Senator CARR—What isthetotal student enrolment this year?
Dr Nicoll—That would be 2004. We do not know at this stage.
Senator CARR—What isit seven per cent of?

Dr Nicoll—That will be on the 2003 projections and | do not have those off the top of my
head. | can certainly get the information for you.

Senator CARR—In question on notice E798, | asked what number of new enrolments
would ‘result from changed government policy’. You indicated to me that the number was
9,100 fully funded commencing places, which would replace existing overenrolments. To
what extent are these new, fully funded places? Are they not the result of an increase in the
number of Australians commencing in a course because the places have already been filled
each year? Have they in fact met the increases?
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Dr Nicoll—There are 9,100 new commencers, and that is only out of the allocation of the
25,000 places. There will actually be more than that in each year because of the other
initiatives that the government has announced in relation to places. In 2005 there will be
10,620 new commencers in the fully Commonwesalth supported places. If your question isin
relation to the difference between the overenrolment and the impact of the new places then,
based on the 2003 data, there needs to be a phase-out of approximately 7,700 places in the
sector by 2008—for those places which are over five per cent of total external enrolment for
each institution. But there is a net increase by 2008, and | am not sure whether this figure
takes into account the new nursing places. | think it does but | could be corrected on that. The
net impact in the sector by 2008, taking out the overenrolment of five per cent, is an increase
of 25,900 EFTSU.

Senator CARR—Let usjust go through that. Did you say 28,0007
Dr Nicoll—The net gain across the sector is 25,900 EFTSU by 2008.

Senator CARR—What is it next year? How many more Australians will be able to start
university next year?

Dr Nicoll—I might not have that total figure here because of the impact of the aged care
places. | will take that on notice and provide you with that information.

Senator CARR—Thank you. Isit possible to get that this afternoon? That should be pretty
straightforward.

Dr Nicoll—Yes, | can do that.

Senator CARR—I would like to know the number of new places—that is, new people in
the system, not double counting them; | mean new opportunities for people to go to
university—for every year up until 2008.

Dr Nicoll—Certainly. We will get that to you shortly.
Senator CARR—Isthat figure assuming an overenrol ment of five per cent?

Dr Nicoll—That assumes that there is a capacity in each institution to overenral to five per
cent, but the data itself will be based on what we have from 2003. This does not take into
account whatever position the universities may have taken this year in the management of
their overenrolment. All we can go on are the data that we have that are verified through the
uni stats area and that the universities have provided us. The most recent data is from 2003.

Senator CARR—The figure you have on overenrolments that you gave me before, an
average figure of seven per cent—

Dr Nicoll—Yes.
Senator CARR—Have you got that by institution?
Dr Nicoll—Yes, | have.

Senator CARR—Can | have that? Are you able to give me a table? | do not want to try
and write out 40 names. Do you have a table you can give me?

Dr Nicoll—I can give you that.
Senator CARR—Could | ask that that be tabled?

EMPLOYMENT, WORKPLACE RELATIONS & EDUCATION



Thursday, 3 June 2004 Senate—L egidation EWRE 61

Dr Nicoll—I have that for 2003. The data provides the actual enrolments, the
overenrolment and the percentage.

Senator CARR—Thank you. That would be very helpful.

Mr Burmester—I| have been advised that in fact two applications for the Workplace
Reform Program have been sent to the minister. That leaves Macquarie still to finish the
process.

Senator CARR—Thank you. There are a number of other technical data questions that |
will put on notice, which | trust you will be able to assist me with. Why wasn't the
Institutional Grants Scheme included in the BAA 2 package?

Dr Nicoll—You would have to direct that question to Dr Arthur. The Ingtitutional Grants
Scheme and RTS are managed within the research division and no longer by the higher
education division.

Senator CARR—There is no-one here who can tell me why?

Mr Bur mester—Basically, there was no decision by government to increase IGS. Thereis
no reference to it, because there was no decision made to increase it beyond its current
allocation.

Senator CARR—What is the situation with regard to PELS and the undergraduate
university places? Are they not included as well?

Mr Burmester—No. | am not sure about PELS. PELS has been established in legislation
and the requirements of it would have been reflected in the base ongoing funding, so it would
not have got any mention. It is certainly part of the framework of higher education until next
year when it is replaced, as you know, by FEE-HELP. The places that were originally
announced in BAA were announced initially for the four years of BAA. In this process
government have confirmed that they are now in the base of the number of funded places
available to the higher education sector and so the measures reflected with regard to that in
the BAA 2 package just confirm that they are now back in the base and that it is no longer a
terminating program. There is no change to the other parts of Backing Australia’s Future as a
consequence of that. They were treated as two separate things. For Backing Australia’s Future
purposes, it was always assumed they were continuing places and the government have
confirmed that they are continuing places.

Senator CARR—The IGS program is a research based program. Where does that fit in the
new scheme of things?

Mr Burmester—It just continues with the current level of funding and current
supplementation arrangements. Thereis no changeto it asaresult of BAA 2.

Senator CARR—Who is administering that now?

Mr Burmester—Dr Arthur.

Senator CARR—You cannot answer questions on the IGS?
Mr Burmester—Not really—only the general questions.
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Senator CARR—The five per cent cap on increases under the IGS is still being
maintained, isn't it?
Mr Burmester—That istoo specific for me, so | cannot answer that.

Dr Harmer—If you have some fairly straightforward, factual questions, it is possible we
could get you answers to them.

Senator CARR—They are written questions.
Dr Har mer—We can see whether we can get them to you.

Senator CARR—They are to do with Deakin University’s loss of funds under the
arrangement. Would it be possible to answer those now?

Dr Harmer—I am not sure.

Senator CARR—Otherwise they will go on notice. | accept that. If that is the case, then
we have made some miscal culations and there may well be some other questions. We will see
how we go. Has the department undertaken any analysis or know of any analysis into the
trends of Australian research degree enrolments over the past two decades? Has any historical
work been done with regard to that?

Dr Nicoll—I am sure there has been, but | think it would be best to put that on notice for
Dr Arthur.

Senator CARR—You have taken me a bit by surprise with this new administrative
arrangement. | am interested to know in particular why the masters enrolment levels have
fallen from 43 per cent in 1989 to 24 per cent in 2001. Can you help me with that?

Dr Nicoll—No.
Senator CARR—Dr Harmer, if it is possible, an answer tomorrow might be easier.
Dr Harmer—We will do our best.

Senator CARR—Yes, | know. If it cannot be done | will have to wait with the rest of
them. Is the James Cook University’s systemic infrastructure initiative funding one of yours
aswell?

Mr Burmester—No.
Senator CARR—What do you do now, if I might be so unkind?

Mr Burmester—It would be easier if | explain what Dr Arthur does. The programs that
fund research and systemic infrastructure, and the Backing Australia’s Ability package, are
basically Dr Arthur’s responsibility. | take all the other parts of higher education.

Senator CARR—So0 you basically now have a divide between research and teaching?

Mr Burmester—Between research and other, yes. As you will understand, last year there
was the Backing Australia’'s Future package, which created a great deal of work in
implementation. This year the development and subsequent implementation of the research
package meant that the amount of work in the division was sufficient to warrant a division.
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Dr Harmer—The responsibility for Mr Burmester was becoming of an unmanagesable
size. It also provided the opportunity to link some of the science functions that come to the
department with the research functions.

Senator CARR—Beélieve me, it could be very useful. | was just not aware of how
extensive the nature of the division was now. Effectively, you are saying that there are
different funding models for the teaching functions and research functions of universities, and
therefore different administrative arrangements. Is that right?

Mr Bur mester—Yes.
Senator CARR—They are quite discrete divisions within the department.
Dr Harmer—Yes.

Senator CARR—S0 who handles issues such as higher education superannuation, which
cuts across both—

Mr Burmester—That largely remains with me.

Senator CARR—Given that universities have two functions, where we have joint
admini strative arrangements such as for superannuation, do you hold those?

Mr Burmester—Yes, it isonly the research programs themselves.
Senator CARR—So0 the RTS is with Dr Arthur?

Mr Burmester—Yes.

Senator CARR—What about postgraduate courses?

Mr Burmester—Unlessit is RTS, the courses are my responsibility.
Senator CARR—Coursework?

Mr Burmester—VYes. It is just the programs we administer for research purposes—IGS,
RTS, RIBG and systemic infrastructure.

Senator CARR—That basically means we have an interesting division. | am not unhappy
about that; | can see the advantage of it. Is the |oans arrangement yours?

Mr Burmester—Yes.

Senator CARR—S0 you deal with student financing?

Mr Burmester—Yes.

Senator CARR—Undergraduate entrance scores are yours?

Mr Burmester—Yes.

Senator CARR—Isthe University of Western Sydney Medical School yours?
Mr Burmester—Yes.

Senator CARR—Let’s see if we can deal with that. The budget has allocated a figure of $6
million. Isthat right?
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Mr Burmester—It is $6 million over three years—$18 million in total. It is on the basis
that the New South Wales government and the university itself match that funding, so it is
contingent funding.

Senator CARR—Isit $18 million from the state government and another $18 million from
the university?

Mr Bur mester—That is correct.

Senator CARR—What are the other parts of this arrangement? For instance, what has the
New South Wales government said it is going to do?

Mr Burmester—As | understand it, the Premier has made some comment with regard to
this. | am not exactly sure what he said but it was not that he would immediately provide the
funds. He was saying that that may not necessarily be the case from the point of view of New
South Wales. That university funding was a Commonwesalth responsibility was his starting
position. That isasfar as| know of his stated public position.

Dr Nicoll—That is right. The minister wrote to Premier Carr after the budget
announcement informing him of the Commonwealth’s commitment and the minister is yet to
receive areply from Premier Carr.

Senator CARR—In fact, there is a reply in the Sydney Morning Herald where it said that
the Premier is quoted as saying that no state government—either Liberal or coalition—has
been asked to sign up for a deal like thisin more than 30 years.

Dr Nicoll—That isinaccurate, Senator.
Senator CARR—The Premier iswrong, is he?

Dr Nicoll—Indeed. Five years ago there was a commitment by the Queensland
government and the Commonwealth. They each provided $10 million towards the
establishment of the James Cook University Medical School. In relation to the letter, we have
seen thingsin the press but my minister has not yet received areply to his|etter.

Senator CARR—Wouldn't it be wise to talk to him before you made the announcement?

Senator Vanstone—With respect, that is not a proper question to an officer. It would be up
to the government of the day as to how they handle these matters.

Senator CARR—Mi inister, what can you tell me about the consultation with the New
South Wales government prior to the announcement?

Senator Vanstone—I cannot tell you anything about whether there was consultation and to
what degree. From a general perspective of ministers, | can assure you that states make
announcements that impact on the Commonwealth without telling us and vice versa. That
does occasionally happen. More and more you will find both state and federal governments
trying to work together but there are occasions when it is appropriate, either because of
budgetary commitments or the need to make an announcement in some clear space, that states
are not informed. In some cases, it is not their business. | am not referring to this particular
matter, but some cases are purely a decision for the Commonwealth. As to what consultation
took place, if you want to put that question on notice, | will pass it to the minister with your
advice that it might have been better, in your view, to have some sort of discussion before.
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Senator CARR—I am sure he would be delighted with my advice! | am interested to
know whether an appropriation which has been sought in this budget is continuing.

Mr Burmester—The budget announcement and the description of the measure in the
budget documentation are quite clear on that matter.

Senator CARR—What page is that on—page 78?
Mr Burmester—Yes. Thelast sentence says.

Funding is subject to the University of Western Sydney and the NSW State Government each providing
contributions that match the Australian Government funding.

So it is quite explicit in all announcements and statements that the Commonwealth’s position
isthat it is contingent funding. On the expectation that those funds will be matched, they will
be appropriated but they will only be spent and allocated once the matching funds have been
forthcoming or agreement for those funds have been ratified.

Senator CARR—Do | assume that the amount of $18 million over three years is an
additional item to the budget?

Mr Burmester—Yes, it isin the measures table as an increase.
Senator CARR—So it is additional. There will be no reallocations of money?
Mr Burmester—No, it is new money. All measures reported are new money.

Senator CARR—They are not all new money. Some of the measures recorded do not
require any money at all. They are reallocations, are they not?

Mr Burmester—In that case, the offsetting saving would be clearly identified in the
budget document.

Senator CARR—S0 thereis no offsetting saving.
Mr Burmester—No, Senator.

Senator CARR—Isiit the case that this money will be appropriated irrespective of whether
the government of New South Wales agrees to contribute $18 million?

Mr Burmester—The money has been included in the appropriation instruments, whether it
isin our hill or the budget hill, depending on the purpose, but it has been included in the
budget for appropriation. As | said, the minister cannot allocate those funds until he has
assurances that there are matching funds from those two sources. That is the cabinet's
decision and he will have to implement that. So the money will be appropriated but not
necessarily spent unless guarantees of matching funds are forthcoming.

Senator CARR—Where do | find the additional student places in the budget?
Mr Burmester—Which additional student places?

Dr Nicoll—There are none allocated for UWS.

Senator CARR—S0 what isthe money for?

Dr Nicoll—It isfor capital devel opment.

Senator CARR—S0 thereis no money for student places.
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Dr Nicoll—Thereis no money for student places.
Senator CARR—How would that be funded?

Mr Burmester—There are additional places already in the forward estimates for 2007 and
2008. Once the school and matching funding has been achieved, and the school has gone
through the medical school approval processes through the Australian Medical Council, the
government will need to allocate places. But it has not done so at this point because it is some
way down the track and there is some opportunity to do that at a future point.

Senator CARR—We will look forward to it with interest. While we cannot talk about the
minister’s discussion with the New South Wales government, did you prepare any
correspondence for the New South Wales government?

Mr Burmester—The correspondence from our minister to the Premier was sent after the
budget.

Senator CARR—Was that the first formal correspondence?
Mr Burmester—Certainly the first formal correspondence, yes.

Senator CARR—You can tell me, however, about the discussions between you and the
department of health in relation to the devel opment of the proposal, can't you?

Mr Burmester—With regard to the University of Western Sydney?

Senator CARR—Yes, discussions on the proposed medical school at the University of
Western Sydney.

Mr Burmester—There were discussions between the relevant departments.
Senator CARR—Was this the only site considered?

Mr Burmester—It was not the only proposition that was before government, but it was the
one that was agreed by the government to fund in this budget.

Senator CARR—Where was the other site?
Mr Burmester—Proposals were put to the government and they did not agree to them.
Senator CARR—Another site was proposed at Wollongong, wasn't it?

Mr Burmester—For some time there has been a proposal for Wollongong to have a
particular type of medical schoal.

Senator CARR—BLUt that was not accepted.
Mr Burmester—No, it was not funded in this budget.

Senator CARR—Did the education department support the establishment of a medical
schoal at the University of Western Sydney?

Mr Burmester—That goesto our advice to the minister.
Senator CARR—No, | amtalking about your advice to the department of health.

Dr Harmer—I do not think it is appropriate for us to answer that question. It is getting
very closeto advice to the minister.
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Senator CARR—It is not. | am asking about your discussions with the department of
health. It was put to me that you did not support it. That would be right, wouldn’t it?

Mr Burmester—Senator, | am not going to tell you the advice | gave my minister.
Senator CARR—I was not actually asking you about the advice you gave your minister.

Mr Burmester—It is based around the same matter that you are trying to ask me questions
about.

Senator CARR—No. | am asking you about your discussions with the department of
health because, presumably, a proposal like this was initiated by the health department, not by
you.

Senator Vanstone—Senator Carr, we will take that on notice. | agree with the officers. |
think you are asking more than you are entitled to ask of them and that you are asking for
their personal opinion.

Senator CARR—I was not asking for a personal opinion.

Senator Vanstone—With respect, if you are asking for what discussions they have had and
you are somehow trying to distinguish them from any advice they have given the minister,
you must be asking for what discussions they might have had with department of health
officers on the basis of their own views either before or after advising the minister. | think that
isinappropriate. It goes to the workings of government and advice to government and it is not
an appropriate question.

Senator CARR—Was this proposal initiated by the department of education?

Mr Burmester—I think you could say that it was an education portfolio proposal.

Senator CARR—Not by the department?

Mr Burmester—To go beyond saying ‘portfolio’ | think is going—

Dr Harmer—Thinking about the way in which proposals are put for a budget, which this
one was, | do not believe it is appropriate for us to discuss the nature of our development of
that and where it came from. | think it is by way of advising the government, considering
options et cetera. | think it is speculating in advance of the budget, and | do not think we
should do that.

Senator CARR—Was Dr Nelson able to find funds for this project from resources that
otherwise would have gone to another university or group of universities?

Mr Burmester—No, the decision of cabinet reflects budget time considerations of
priorities for the government. That is what it reflects: the government’s priorities. There were
no offsetting savings anywhere else in the portfolio, and certainly not within the higher
education area.

Senator CARR—Fair enough, but it is a government priority? That is fair enough, isn't it?
Mr Burmester—All budget decisions are government priorities.
Senator CARR—Was the proposal itself requested by the University of Western Sydney?
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Mr Burmester—Yes, there was a proposal, as in the case of Wollongong, for the
establishment of a medical schoal.

Senator CARR—When was that advanced?
Mr Burmester—I do not have that detail with me.
Senator CARR—Wasiit last year? Was it five years ago? Was it recent?

Mr Burmester—It was recent, but | do not know when the proposal came from the
university.

Senator CARR—Was it after the decision to withdraw funding from the university last
year as part of the higher education package?

Mr Burmester—There was no withdrawal of funds from the University of Western
Sydney. They were funded on the same basis as every other university. Relative to their
previous position, that meant a reduction in Commonwealth Grants Scheme funds, which
were offset through the transition find so that the university is no worse off as a consequence
of the changes announced in Backing Australia’'s Future.

Senator CARR—This was simply compensation for the marginal seats in the region,
wasn't it?
Dr Harmer—It is not appropriate for us to comment on anything like that. Mr Burmester

is giving you the background. It is a budget measure. We are really not able to talk any more
about that.

Senator CARR—It strikes me that you have a pretty half-baked measure here. The state
government have not been informed. They are not able to put the money in. So it falls over,
doesn't it?

Dr Har mer—We could not agree that it was half-baked measure.

Senator CARR—BLUt it is essentially a political device to try to get the government off the
hook because it hopped into the University of Western Sydney in the package last year.

Dr Har mer—We could not agree with that either.

Senator CARR—S0 where is the money coming from with regard to the University of
Western Sydney itself? Was it able to identify where it would find $18 million?

Dr Nicoll—It has indicated to the department that it intends to borrow its contribution.

Senator CARR—I understand that the government of New South Wales has proposed, to
the Commonwealth and the university, to convert a TAFE building next to Liverpool Hospital
into a new medical and health school. Are you familiar with that proposal ?

Dr Nicoll—The University of Western Sydney have identified with us that the New South
Wales government has raised—it had not made commitments or promises—possibilities with
them. But they had not secured any promise or commitment from the New South Wales
government. That discussion | had with the university was at the stage of the University of
Western Sydney putting forward a proposal to the minister before there was any
announcement about a budget commitment to that.
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Senator CARR—Are you intending to assist with the development of a new medical and
health school adjacent to the Liverpool Hospital ?

Dr Nicoll—The university has not made any decisions as far as we are aware.
Senator CARR—NO, | mean the state government.

Dr Nicoll—We do not know what the state government intend to do. They have made no
commitment or announcement.

Mr Burmester—In these cases of establishment of a major new capital item, we would
normally work with the contributing parties to make sure there was a sound and viable basis
to that investment. It is up to the other parties to propose ways in which they can maximise
the benefits from our and their contribution.

Senator CARR—In my discussions with universities | have noticed considerable
resentment about this matter. There is a view being put that funding was made available
because of political considerations, namely pork-barrelling in marginal seats. Can you assure
me that no university or group of universities would not have received funds that they
otherwise might have because of the decision to fund this package?

Mr Burmester—The funding allocated was funds sought by the minister through the
budget process, and the government accepted a proposal and funded it from budget. There
were no offsetting savings, as | have said before. It reflects government priorities, as all
budget decisions do.

Dr Harmer—Because it did not come from any already identified or appropriated funds
and there were no offsetting savings, by definition it was additional money and therefore no
university is disadvantaged by the decision.

Senator CARR—Does the University of New South Wales actually run the Southern Area
Health Service at Liverpool?

Mr Burmester—At the moment | think that is the arrangement, yes. | would have to check
that.

Senator CARR—Why do you need another medical school if they aready have this
arrangement with the Liverpool Hospital ?

Dr Nicoll—It is our understanding that the New South Wales government is examining the
clinical placements in the Sydney region and is looking to make decisions about the
distribution of clinical placements throughout that area. The proposal of the University of
Western Sydney to the minister suggested that there would be room for reallocation or
movement of—

Senator CARR—Which minister?
Dr Nicoll—Our minister.

Senator CARR—So the Commonwealth is running this review of places, yet there is an
announcement in the budget to pre-empt that?

Dr Nicoll—No. The New South Wales government is doing a re-evaluation, eval uation and
examination of clinical placements with regard to the universities. What | said was that the
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University of Western Sydney had raised the issue of this particular evaluation of clinical
placementsin their proposal for a medical school to our minister.

Senator CARR—Has the University of Sydney approached the department about this
proposal ?

Dr Nicoll—Not that | am aware of.

Senator CARR—You have had no contact with the University of Sydney about this
proposal ?

Mr Bur mester—Not that | can recall.

Senator CARR—S0 you are not aware that the government has been approached by the
University of Sydney |obbying against this proposal ?

Mr Burmester—I cannot recollect any correspondence on that matter. | might be
mistaken; | would have to take that on notice and check.

Senator CARR—Thank you. What is your expectation of cost escalations in projects such
as this? Have we had any experience of cost escalations in the establishment of other medical
schoolsin marginal seats?

Mr Burmester—In the case of the capital development pool and the $18 million, the
normal supplementation arrangements will apply to the year in which the money is
appropriated, so it will be adjusted by the standard indexation that the rest of the funds for
higher education are indexed by. That would go towards any cost increases. But there are two
sides to any capital investment. There is the value you get from the funds you put in. So you
might end up spending more on a project overall because it represents better value. The
Commonwealth contribution has been identified at this stage as $18 million over three years,
indexed, and that is what will be provided by the Commonwealth.

Senator CARR—To refresh my memory, how long ago was the medical school at JCU
established?

Dr Nicoll—Five years ago.
Senator CARR—How much money was initially proposed for that?

Dr Nicoll—My recollection is that the Queensland government provided $10 million and
the Commonwealth provided $10 million. | do not know off the top of my head how much the
university put into it—we could take that on notice.

Senator CARR—I would appreciateit if you would. | am told that the original $10 million
actually resulted in a situation where the end proposal was $200 million worth of expenditure
and that the university received ongoing support of $1.2 million from Queensland. For health
support, the federal government is required to spend some $2 million for 12 places at that
centre. Isthat right?

Dr Nicoll—One of the budget announcements, as part of the MedicarePlus package, was
an additional 12 medical places to James Cook University, but | cannot comment on the rest
of your statement.
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Senator CARR—How much is the average cost of a medical place at James Cook
University?
Dr Nicoll—It is a costing that, for the future, is based on the Commonwealth Grants

Scheme, the Commonwealth contribution and a medical student loading. | do not know that
off the top of my head, but | can take that on notice.

Mr Burmester—The measure on page 78 of the PBS indicates that the 12 additional
places at James Cook will be $2.2 million over four years. That builds up obviously as a
pipeline through the process. The 2007-08 figure is $0.9 million. That is a good representation
of the ongoing costs.

Senator CARR—These medical schools are very expensive, aren't they? They are
extremely expensive.

Mr Burmester—Medical places are the ones that we fund at the highest rate, yes.

Senator CARR—I think it is therefore reasonable to establish whether the University of
Western Sydney medical school proposal was part of the initial budget proposals advanced by
the department—was it?

Dr Harmer—I do not think it is appropriate for us to discuss when proposals were put into
budget measures.

Senator CARR—Can you tell me then whether the minister asked for a cost estimate from
the department for such a proposal ?

Dr Nicoll—I cannot recall whether the minister specifically asked. If you were talking
about any medical places going to the University of Western Sydney, there have been none
allocated.

Senator CARR—So0 there are no costings?

Dr Nicoll—There have been no costings. There was a proposal from the University of
Western Sydney for a medical school and that is, in my understanding, the basis for the $18
million contribution from the Commonwealth.

Senator CARR—The point being, though, that there is a cost estimate here in the budget
of $18 million. What | am asking you is. did the minister ask you as a department for a cost
estimate of that proposal ?

Dr Nicoll—Our response is that the University of Western Sydney put in a proposal for a
medical school. They had costed it at a certain level and it is on that basis that the
Commonwealth and the Australian government, through the cabinet process, made a decision.

Senator CARR—So0 you verified the New South Wales costing, did you?

Dr Harmer—I am not sure. | expect what we did was accept the proposal from Western
Sydney about the likely cost and the Australian government decided that they would put in
about athird.

Senator CARR—I am interested to know this, Dr Harmer. | am being quite precise here:
did the department verify the costings from the University of Western Sydney?
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Mr Bur mester—If you are asking us whether we did an alternate cost of a medical schoal,
that was not part of our process. We were asked to ook at the proposal that the university had
submitted. The government subsequently made a decision about the contribution they were
willing to make to that proposition.

Senator CARR—S0 we have had no independent verification of those cost figures?

Mr Burmester—As | said to you, there are two sides to every capital investment—that is,
how much the Commonwealth will contribute but also what you get for the investment. That,
in the case of most of these large projects, is somewhat uncertain. You determine the level of
investment and the value you get from it from closer planning. Once the planning has been
done, you can determine exactly what you can achieve the best value for money for.

Senator CARR—Did DEST prepare a cabinet submission proposing the University of
Western Sydney medical school?

Dr Harmer—Again, it is not really appropriate for us to comment on the nature of our
advice, particularly around a budget proposal.

Senator CARR—I am not asking you to comment on it. Did you prepare a cabinet
submission?

Dr Harmer—We do not normally answer questions about whether we prepare cabinet
submissions.

Senator CARR—I do not believe it is outside the standing orders to ask if you prepared a
cabinet submission.

Senator Vanstone—The officer has given an answer. If you want to dispute that, do it in
another place that is appropriate.

Dr Harmer—I can check that but | do not believe it would be appropriate for us to
confirm whether or not we prepared a cabinet submission.

Senator CARR—Did the minister ask the department if the department had the funding to
cover such a proposal?

Dr Harmer—Again, | think it is getting very close to policy advice to the minister, and |
would prefer not to answer.

Senator CARR—I think we are entitled to know whether the minister asked you for your
expert advice on the costings. We have established there have been no independent costings of
it. You have said you will pay a third of what the university has asked for. Did you provide
advice to the government about the ability of DEST to meet the costs?

Dr Harmer—I think we could say we provided some advice to the minister about the
proposal; | do not think we can go any further than that.

Senator CARR—This was after the initiative was presented by the University of New
South Wales?

Dr Harmer—Yes, | suspect it was.
Senator CARR—How long will the money remain in the budget? Can it be reall ocated?
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Mr Burmester—It is contingent funding. Normal cabinet processes would be that, if the
funds were not to be used to the purposes for which they have been appropriated and all ocated
by cabinet, the minister responsible would have to go back and seek a change in the purpose
of those funds because they had been given to the portfolio on that specific basis. So at some
point, if the school were not to proceed for whatever reason and the minister sought to use
those funds in other places, he would have to do so with the approval of government and then
subsequently reappropriate those moneys to that purpose.

Senator CARR—BuUt the money is available for reappropriation.

Mr Burmester—All moneys are available for government to alter its budget priorities, and
that is what a budget process is about. In this case, they are contingent funds that will be
appropriated for use in a particular circumstance. If that does not eventuate then the minister,
in seeking to use funds for other priorities, would have to get approval and reappropriate them
through the parliament.

Senator CARR—Are you familiar with a study undertaken by Griffith University entitled
Highlights of the 2004-05 Commonwealth budget?

Dr Nicoll—We are aware that Griffith University have a web site on which they provide a
number of resources in relation to higher education. One of them did provide some analysis
and summary of budget measuresin relation to higher education.

Senator CARR—Have you had an opportunity to examine that web site?
Dr Nicoll—Yes, | have looked at it.
Senator CARR—What is your judgment? Isit an accurate reflection of the distribution—

Senator Vanstone—That is not an appropriate question, Senator. The officers are here to
answer questions about the government’s programs, not about all and sundry’s web sites and
whether they are correct. It is not a verification facility for alternative web sites. It istoo much
to expect the officers to know that. It is not their job.

Senator CARR—I see. The analysis says that, in the higher education spending in the
budget, there is a distinct bias towards marginal seats. It lists a number of one-off higher
education initiatives that are based in marginal seats, does it not? It lists $10 million for the
chair in child protection at the University of South Australia in the marginal seat of Adelaide.
Also, there is $18 million for a new medical school at the University of Western Sydney,
which, of coursg, is said to be targeted at a number of seats: Lindsay, Lowe, Banks and
Parramatta. There are 12 new medical school places at James Cook University in the seat of
Herbert, and there are advances to the Australian Maritime College in the marginal seat of
Bass. Are these mere coincidences or was there a policy decision to allocate moneys?

Dr Har mer—We would not want to comment. That is an opinion piece no doubt on a web
site. | can speak for the Department of Education, Science and Training: we do not do our
analysis or our recommendations to the minister on the basis of marginal seats.

Senator CARR—L et us take the case of the chair in child protection at the University of
South Australia. What was the process for the allocation of that money?
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Mr Burmester—The minister received a proposal for such a chair at the time the Senate
was considering the then Higher Education Support Bill and the minister, and subsequently
the government, agreed to the provision of funds for that purpose.

Senator CARR—The minister made the decision with regard to the appoi ntment?

Mr Burmester—Not with regard to the appointment but with regard to the provision of
resources for the chair.

Senator Vanstone—Having received a proposal .

Senator CARR—With regard to the medical places at James Cook University, was that a
departmental initiative?

Dr Nicoll—No, it was not. It was part of the MedicarePlus package, which was the
responsibility of the Department of Health and Ageing.

Dr Har mer—It was a Department of Health and Ageing initiative, one would assume.
Senator CARR—The Maritime College proposal ?

Dr Nicoll—That is our proposal; it is our measure.

Senator CARR—That is good; we have found one!

Mr Burmester—Again, just to be clear, that was a proposition and a proposal from the
college about their possible involvement in the development at Point Nepean, and they have
made several proposals to the government in that regard. The government considered that and
subsequently agreed to fund that proposal.

Senator CARR—What concerns me about the allocation of moneys which have such a
high correlation with marginal seats is the view that Commonwealth programs begin to lose
credibility if it is perceived that moneys are allocated in a partisan way for party palitical
purposes.

Dr Harmer—I can assure you, Senator, that none of our proposals were developed at all
on that basis.

Senator Vanstone—It is a plain fact of life, Senator, that there are safe seats and there are
marginal seats. You are surely not advocating that any government denies marginal seats new
palicy initiatives on the basis that they might be accused by a cynic of having provided
something to marginal seats. If you are suggesting that all new policy initiatives should go
into safe seats, | think you are running an argument that will not be popular. People living in
marginal seats are entitled to get services and the benefit of new policy proposals, irrespective
of where they live and irrespective of the political nature of the seat in which they happen to
live.

Senator CARR—I amworried about the way the programs are all ocated, and to make sure
that they are appropriately allocated, | suppose, is the job of the Senate. That is why | am
asking Mr Burmester whether he could be absolutely clear with regard to the University of
Western Sydney: that if the University of Western Sydney proceeds—that is, with New South
Wales support—to advance the medical school at that university, no university will lose funds
it thought it might otherwise receive. That is the direct advice you are giving to the Senate?
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Mr Burmester—Yes.

Senator CARR—With regard to the chair in child protection at the University of South
Australia, have the processes advanced to the point where we are able to ask who the
proposed chair is?

Dr Nicoll—No. The university is yet to make that appoi ntment.

Senator CARR—It isnot Meg Less, isit? The budget papers for last year, 2002-03, noted
that, in relation to the unfunded superannuation liabilities at some universities for employees
and former employees under state schemes, the Commonwealth has to make provision in the
higher education appropriation for its share of those liabilities. | understand there was a
review of the cost sharing arrangements with the states, which commenced in 2002-03, and
the result was that the Commonwealth had a liability of $2 billion. Is that right?

Mr Burmester—I think that was the report last year. Over a number of years we have been
seeking to apportion the liahilities between the Commonwealth and the states and to resolve
them once and for all sothat it is not a constant issue that has to be addressed each budget. We
each accepted the respective responsibilities for the super schemes when the Commonwealth
took over responsibility for funding universities. That is resolved, and we make an adj ustment
payment to the state or the other way round to acquit those future liabilities.

Senator CARR—Is it fair to say that an outcome of the review is that the Commonwealth
government will explicitly recognise this ongoing liability in its own financial statements?

Mr Burmester—That is the intention. It is a liability of the Commonwealth. There is no
question about that. There is a question about quantifying it, and the review istrying to do that
so that the Commonwealth budget can correctly reflect the Commonwealth liability.

Senator CARR—Wheredo | find it in this year’s budget?

Mr Burmester—I would have to ask Mr Storen where it appears.
Senator CARR—Is he about?

Dr Har mer—Mr Storen has gone to afuneral this afternoon.

Senator CARR—Fair enough. Could someone draw to my attention, please, where |
would find it in the budget? Perhaps | could get that later on.

Dr Har mer—Can we get back to you on that during the afternoon?

Senator CARR—Yes. Could | return to the issue of a chair in child protection at the
University of South Australia. When did the minister first consider funding the chair?

Mr Burmester—The first | became aware of it was during the passage of the legislation
through the parliament. | do not know whether the minister had been involved earlier than that
in this proposal.

Senator CARR—That islast year, isit?

Mr Burmester—Yes.

Dr Nicoll—We received a proposal from the University of South Australia for that chair
shortly after the passage of the legidation.
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Senator CARR—You first became aware of it in December or November of last year?
Dr Nicoll—In December.

Senator CARR—The submission was received in December.

Dr Nicoll—It was.

Senator CARR—When did the department become aware that the minister was
considering the funding for the chair?

Dr Nicoll—It wasin early December.

Senator CARR—How were you able to establish that the proposal was in fact best value
for money?

Mr Burmester—The minister received a proposal, considered the merits of it and
subsequently agreed to the funding for it.

Senator CARR—The minister received a proposal from where?

Dr Nicoll—From the University of South Australia.

Senator CARR—What were the costings?

Mr Burmester—I think it is $1 million for a 10-year period.

Senator CARR—How many other chairs has the government agreed to fund for an initial
period of 10 years?

Dr Nicoll—None that we are aware of.

Senator CARR—Why this one?

Mr Burmester—You would have to ask the minister and the government about the
priorities.

Senator CARR—Take that on notice for me please.

Dr Harmer—You want usto takeit on notice for the minister?

Senator CARR—The officer has just said to me that it was a matter for the minister,
whichis fair enough. Heis entitled to say that.

Dr Har mer—Yes. It was a government decision.

Senator CARR—Yes, it was a government decision and we are entitled to know what the
government’s reasons were. | also ask again: how did the department know that it was best
value for money? Thisis the only occasion on which you have done it. A proposal arose from
the university. The minister accepted it and, | take it, he then told the department that he
wanted to do it. How did you know that it was best value for money?

Dr Harmer—I do not think we had any competing proposals. | think it was the only
proposal we had.

Mr Burmester—Again, thisis additional money that is now being appropriated through a
budget process whereby the government establishes its priorities for funding.
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Senator CARR—The government establishes this priority. How many other chairs have
you funded for any length of time? Dr Nicoll, can you tell me how many chairs the
government has directly funded?

Dr Nicoll—To my knowledge this would be the only chair.
Senator CARR—For any length of timeat all?

Dr Nicoll—To my knowledge, which you could say is limited.
Dr Har mer—We will take it on notice.

Senator CARR—You have been an officer of the department for some years now, Dr
Nicoll. You have been in this section for some years now and | am surprised that this is the
only occasion you can think of in which the government has had to pork-barrel its way out of
adifficult piece of legidation.

Dr Har mer—I think Dr Nicoll has been with the department for about three years.
Dr Nicoll—Five years.

Dr Harmer—It is possible that there are proposals that occurred before Dr Nicoll came to
the department.

Dr Nicoll—Indeed, and in areas outside.
Dr Har mer—Therefore, it would be unwise for usto say that thisis the only one.

Senator CARR—Mr Burmester has been with the department for a few years. How many
occasions can you think of, Mr Burmester, where the government has had to pork-barrel its
way out of trouble like this?

Dr Harmer—He would not want to answer that. Mr Burmester has only been in the
divisonfor arelatively short period as well; he has been there for two years.

Senator CARR—BUt he has seen alot in that time.
Dr Harmer—He has seen alot, including in this room.

Senator CARR—S0 it is not a common practice for the government to fund chairs
directly?

Dr Har mer—I think it would be the wrong description to say that it is common.

Senator CARR—I said that it is not common; in fact, there are no other occasions on
which that has occurred.

Dr Harmer—There are no other occasions of which Dr Nicoll or Mr Burmester are aware.

Senator CARR—That would it make it a rare occasion. Given that the legislation was
before the Senate at a difficult period during which the government was concerned whether it
would secure sufficient numbers, this became a politically significant event and that is why
the minister agreed to support it.

Dr Har mer—No, we could not accept that.
CHAIR—Perhapsitisapilot, Senator. We might extend it if it is a successful idea.
Senator CARR—I trust you will not have many opportunities to do that, Chair.
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CHAIR—Youwish.
Senator CARR—Have you had an opportunity to look at the New South Wales Auditor-
Genera’sreport?

Mr Burmester—We are aware of the New South Wales Auditor-General’s comments in
relation to some of the universities, but | have not studied the report in detail. We have a
process whereby, during the course of this year, we will be doing our institutional assessment.
Material such as AUQA audits and state auditors-general reports will be part of our
assessment of universities, and if there are matters that are raised in those instances we will
take them up with the relevant university. So, while we have not fully assessed that report,
there is a process by which we will ook at any findings that the state auditors make and
reflect on those back to the universities.

Senator CARR—Dr Nicoll, on the proposed chair in child protection at the University of
South Australia, were any other universities undertaking work in that field?

Dr Nicoll—The University of South Australia has a long history of research in this area. |
am sure there are other universities that touch on research and improving practice in the area,
but the University of South Australia has an outstanding reputation in the area of child
protection.

Senator CARR—BUt you did not consider anyone else getting a chair in the same area?
Dr Nicoll—We did not have a proposal from anybody else.

Senator CARR—S0 | guess that is what you have to do—you have to know that there are
proposals being looked at, don’t you? Was it advertised that there would be an opportunity for
the government to fund chairs at that time? Was it widely known?

Mr Burmester—This was not a procurement process—
Senator CARR—It was for votes.

Mr Burmester—Sorry?

Senator CARR—It was a procurement process for votes.

Mr Burmester—It was not a procurement process. What it reflects is the government
responding to propositions put to it and making budget decisions with regard to those
propositions.

Senator CARR—The problem is: how do other universities know that the game is on?
How do you know that there is an opportunity to bid for a proposal such as this?

Mr Bur mester—Universities can put—

CHAIR—Senator Carr, you are asking questions that are outside the range of what you can
reasonably expect the officer to answer.

Senator CARR—NQ, it isa processissue.
CHAIR—That is not the way you phrased your questions.
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Mr Burmester—It is open to universities—and in fact most of them do this—to raise
propositions and proposals with government from time to time, and from time to time the
government will respond to those.

Senator CARR—I think | have made my point.

CHAIR—On that point, | approached a former minister to establish a chair in a particular
university in a particular field in New South Wales, and we did not discuss and debate that. It
was on the agenda for sometime.

Senator CARR—BUt they did not fund it.

CHAIR—Not on that occasion, but it is not a new propasition.

Senator CARR—It was not in a marginal seat? Was that the problem?
CHAIR—Actually, the seat has tended to change hands, so that was not the reason.

Mr Bur mester—Senator Carr, the circumstances around the AMC that you mentioned, for
example, were that at a particular point in time an opportunity became available for an
education partner to be part of a new development in redevel oping the Point Nepean site, so
in that case it is perfectly reasonable for the ingtitution that had an interest in marine science
and marine matters to put a proposition to government and for the government to respond to
it.

Senator CARR—There is quite clearly a distinction between that proposal and
arrangements whereby there is a deal done behind the President’s chair, effectively, in the
Senate at the time at which legislation is being debated.

CHAIR—As you know, that is all supposition. It is outside the purview of the officers of
this department.

Senator CARR—The New South Wales Auditor-General’s report says that three of the
eight New South Wales universities recorded negative operating results and that the
University of Newcastle also had a shortfall initsliquidity. Are you monitoring the situation?

Dr Nicoll—We are. We welcomed the New South Wales Auditor-General’s report and, as
Mr Burmester said, we will feed the findings of that—as we will other documentation and
data—into the ingtitution assessment framework which we will be conducting in the second
half of this year. So with the identification of the three institutions with deficits in 2003 we
will be looking at those institutions based on the financial statements provided by each of the
institutions and informed by the Auditor-General’s report.

Senator CARR—So thisreport is helpful ?

Dr Nicoll—Indeed.

Senator CARR—Do you think the other auditors-general around the country could take
some benefit from these reports?

Dr Nicoll—It is up to each state and territory to make—

Senator CARR—They are more rigorous, aren't they? The New South Wales Auditor-
General’s office appears to be producing more rigorous reports than most of the states.

Dr Nicoll—That is up to state auditors-general.
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Mr Burmester—All universities are subject to audit by their respective state auditors. In
this case, the New South Wales auditor has drawn the findings for the university sector
together. | believe the Western Australian auditor is doing a similar thing and over time we
would expect that to happen. Independent of that, we are getting audited statements from each
university which we assess, as you know.

Senator CARR—He does make some other observations. He says:

Universities are at differing stages in the implementation of risk management policies and procedures.
At some universities ... there is an absence of formal risk assessment processes.

Isthis an observation that the department has been able to replicate?

Mr Burmester—We are aware of that finding. In fact, you may well know that the new
governance protocols that were introduced as part of the BAF package require governing
councils to adopt a risk management strategy and report on that to us as part of their
governance arrangements. So the issue that the auditor has picked up on is the same issue that
we have been concerned with and we will be assessing universities' risk management
practices under the governance protocols as part of our normal work.

Senator CARR—It also says that there are a number of universities in New South Wales
where there were:

... significant unreconciled items in the bank reconciliation and deficiencies in systems and controls in
the bank reconciliation processes of the University.

Areyou aware of that?

Mr Burmester—We are now because of the audit report and we will be taking that up with
the New South Wales universities. | think, again, the new assessment framework that we are
instituting gives us a framework in which to seek greater assurances from universities that
they have adequate financial controlsin place.

Senator CARR—He also notes that some universities are a long way from being ready for
the change that will come about as a result of the move in January 2005 to the Australian
accounting standards, which he says of course would reflect international reporting standards.
Would you agree with that?

Mr Burmester—I am not sure | would agree with hisfindings. | would agree that it will be
a matter for the universities to come to grips with in that we are moving to and will be
required to adopt those international standards. There are some particular issues for higher
education ingtitutions on how they are implemented, one of which is the timing of the
introduction of them, because they are running their books on a calendar year and not a
financial year. So the timing of the introduction may present some problems in the time they
have to prepare for it. We are talking to the relevant accounting standards bodies in Australia
to establish how we can best implement the new standards in the sector.

Senator CARR—Would you be talking to the New South Wales Auditor-General, given
that you have a difference of view with him on those matters, to establish whether or not the
two views can be reconciled?

Mr Burmester—I think the difference in view is that he has raised some concerns abott,
as you stated, their ability to implement change. My concern is about the time that they will
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have to implement change, depending on when the standards are adopted and the year in
which they first need to apply those standards. It may well be valuable as part of our work on
thisto talk to the auditors as well as the accounting bodies.

CHAIR—Just on the three universities that New South Wales singled out, | cannot make
statements on all of them, but | remember when the University of Newcastle was singled out
that the vice-chancellor in press reports had quite a reasonable response to that. It was
something about the way the money flows were occurring at that time that created a problem
which showed up in the books in a particular way and which was going to correct itself. |
would not like Senator Carr to be leaving the impression that there is a problem in financial
management, certainly in the case of the University of Newcastle, because it is not the case.

Senator CARR—Have you ever met a vice-chancellor who has actually agreed with a
negative report about the finances of their university?

CHAIR—I know that university very well. It is managed incredibly well and it has no
financial problems.

Senator CARR—Have you ever met one?

CHAIR—There could be, at times, certain situations where things get a little out of
balance and they correct themselves with the money flows that occur in the following six
months.

Senator CARR—It is called a deficit. That iswhat happens.
CHAIR—That is the case with the University of Newcastle.

Senator CARR—Mr Burmester, are you confident that your financial assessments are
accurate? You have heard what Senator Tierney said. | have read your statements about the
surpluses and deficits of universities. Are you confident the department’s assessments are
accurate?

Mr Burmester—We are assessing their audited financial statements on that basis.
Senator CARR—On an accrual basis?

Mr Burmester—Yes. We test them against the standard accounting ratios and indicators
that you would expect and where we have concerns or issues with a particular institution, we
take them up with the vice-chancellor to establish their understanding of the situation and our
understanding of the circumstances underpinning it and the strategies by which the university
will be addressing our concerns. We have reported, and we do so in the triennium report, on
the outcomes for the whole of the sector, which remain very healthy. But as you know, there
would be one or two institutions where we would want a further explanation.

Senator CARR—On page 77 it says $4 million has been provided to fund an advertising
campaign on the changesto HECS. That isright, isn't it?

Mr Burmester—Yes.
Senator CARR—What isinvolved with that advertising campaign?

Mr Burmester—As you know, the student intake for 2005 will be under a new set of rules
and a new set of loan arrangements. It is important that the students who are contemplating
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enrolment need to be informed of the processes and changes and to be fully aware of the new
options and opportunities available to them. The government has decided to allocate $4
million to an information campaign to inform, in the forthcoming period, students who are
intending to enrol in 2005.

Senator CARR—When do you expect these ads to go to air? | take it they are electronic
ads?

Mr Burmester—The decision to go ahead with this campaign was announced in the
budget. The money was forthcoming in the budget. We are now at the tender stage seeking
market research to ensure that we have an effective campaign, that the information we need to
get across to students gets across to students. We are in that process and | would rather not
talk about how we will be going about that campaign while we have got a tender out there for
people who are meant to be designing the campaign for us.

Senator CARR—BLUt it isreally for election purposes, isn't it?
Mr Burmester—No, | havetold you—
Senator CARR—It isfor the run-up to the election.

Dr Harmer—This is not an advertising campaign, this is a campaign to inform students
about the significant changes to arrangements beginning next year.

Senator CARR—AII | want to know iswhether or not it isintended to be used to assist the
government in the election?

Dr Harmer—No, this is intended to be used to inform students. When you are making
such changes as we are to arrangements which impact on students, you do not do these sorts
of changes without informing students in advance. There will be a lot of very confused
studentsif they do not get information when they are thinking about enrolment for next year.

Senator CARR—OKay, so you have not decided yet whether or not it will be eectronic or
print?

Dr Harmer—What Mr Burmester just said is that we are out to tender. We are expecting
the tenderers to come in with propositions about what mediums are the best to get the
message across.

Senator CARR—What is your expectation of when the campaign will start?
Dr Har mer—Sometime in the second half of this year.

Mr Bur mester—Again, that will be part of the—

Senator CARR—So from tomorrow sort of thing?

Dr Har mer—No.

Mr Burmester—That is aso part of the design—when will be most effective to
communicate to students, when are they forming their views and assessing their opportunities
for the end of year 12?

Senator CARR—How much money have you spent so far?
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Mr Burmester—As | said, we have issued a tender for the market research so we have not
actually spent any money as yet. As you know, there is an ongoing HECS information budget,
because each year we need to inform students of the new arrangements that will apply to their
enrol ments. We have spent that money, but none of the $4 million.

Senator CARR—Does the department have access to research based on a postcode
analysis of taxation data? Do you have information particularly showing the level of HECS
debts by postcode?

Mr Burmester—I think we have answered several parliamentary questions on that basis
where we have had to obtain the information from the tax office about the current address of
HECS debtors by postcode. We have provided a number of answers in that regard. Various
members of parliament have sought i nformation about their relevant postcodes.

Senator CARR—The problem is that | do not have access to all of these questions by
members of parliament. | am certainly not aware that they have asked these questions—and
there is no reason why | would be. | am asking for this information for this committee. Could
you advise the committee as to what the analysis is on postcodes for |ow-income areas?

Mr Burmester—That would be quite a bit of work.
Dr Har mer—I expect that would be avery big task.

Mr Bur mester—We would have to ask our tax office colleagues to compile that data. We
can take it on notice and see what we can abtain.

Senator CARR—Do you haveit by electorate? What do you have it by?

Mr Burmester—Mostly these parliamentary questions are asked about a member’s
eectorate—could we give them details about their €l ectorate.

Senator CARR—Their own €lectorate?

Mr Burmester—The answer is that we do not have their eectoral division, that what we
have is their postcode and we can report on a postcode basis. The member usually identifies
the relevant postcodes that they want us to get statistics on and the tax office produces that
information. To ask a question about |ow-income postcodes would require us to do something
which we have not done, which is to break down the HECS debt by a subset of postcodes that
have been identified as low-income ones. We would have to go through that whole process. It
is quite a considerable amount of work.

Senator CARR—I will think about how we write that up in such a way that it is not a
considerable amount of work but might give me an indication of the social distribution of the
HECS debt. Can you tell me what work you can provide easily to assist me in identifying the
social distribution of the HECS debt?

Dr Har mer—We could probably reasonably easily give you the HECS debt by postcode.

Mr Burmester—For the whole of Australia, it would still be a rather large statistical task
for the tax office, and | do not want to—

Senator CROSSIN—Isit kept by income level?
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Mr Bur mester—No, Senator. The tax office may have statistics that reflect on people who
have made repayments by the income which generated a repayment, but | do not think they
would have the current income of the person.

Senator CARR—We will come back to you with a specific question. | will check to see
whether or not there has already been a question put on notice through ancther department.
Thereis no point in duplicating it if that is the case. We will come back to you on that.

Dr Har mer—Senator, you asked before about where you could find in the budget some
information on superannuation. Dr Jarvie has some information on that.
Senator CARR—Thank you.

Dr Jarvie—On page 121 of the portfolio budget statements, in table 3.7 under ‘Liabilities',
there are provisions and payables under grants. There isatotal there of $9.6 billion for—

Senator CARR—Thisisfor superannuation, isit?

Dr Jarvie—Yes. However, that includes a lot more than the higher education
superannuation. The best place to find information on that is the annual report—page 205,
note 26.

Senator CARR—That isthe current annual report?

Dr Jarvie—The current annual report, which estimates the amount at $2.6 billion. It also
appears in a table on page 164 of the annual report under ‘ Provisions for grants'.

Dr Har mer—During the morning you asked a question about a copy of Steve Dowrick’s
report on examining the relationship between R&D and productivity. We have a copy of that
report for you.

Senator CARR—Thank you.

Senator CROSSIN—I refer to the Commonwealth Grants Scheme and the 30 per cent
regional loading. | understand the 30 per cent was paid to Charles Darwin University. Is that
correct? That isthe only university that gets the 30 per cent loading.

Dr Nicoll—No. Batchelor also gets the 30 per cent loading. There is a small proportion of
James Cook University's student population located on Thursday Island and that very small
EFTSL also gets a 30 per cent loading.

Senator CROSSIN—I understand that the loading is on a per student basis. However, |
understand that it is not paid for those students doing a mixed mode study. Isthat correct?

Dr Nicoll—That is correct, at this stage.
Senator CROSSIN—What do you mean by ‘at this stage’ ?

Dr Nicoll—Since the establishment of the regional loading, the universities have raised the
issue of mixed mode. That is something that the minister is considering in terms of a possible
variation to the regional loading.

Senator CROSSIN—If students are doing that mixed mode, they are obviously doing
courses that cost—for want of a better word—the base university money. So why is there no
regional loading, even on a pro rata basis, for mixed mode students?
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Dr Nicoll—The regional loading was a fixed bucket of money. A decision was made by
government that this amount of money would go towards the regional loading. The particular
allocation method for that loading is, in many ways, a proxy for an alocation. We could have
come up with numerous ways of allocating that regional loading—determining it inrelation to
EFTSL, the size of the university, the student population, how it was to be established. The
initial decision was made to allocate it as it is allocated now. It is possible that it could be
varied. Your point is taken. We have been made aware that there are issues in relation to
mixed mode approaches. There would be winners and losers in the sector out of that. There
would be some regional campuses that perhaps did not have a significant mixed mode that
may lose out of an addition of that into the formula. There may be others that—

Senator CROSSIN—But you are not currently funding mixed mode, are you, at all?
Dr Nicoll—Yes, we do. Not in terms of the regional |oading, no.

Senator CROSSIN—That iswhat | am saying.

Dr Nicoll—No, we are not.

Senator CROSSIN—How will they lose then? If you are currently not counting students
in a mixed mode format as part of your regional loading, why will any universities lose,
because thereis nothing to lose, isthere?

Dr Nicoll—The way it works is that there is a formula that determines how much the
university is allocated. At the moment, the fact isthat it—

Senator CROSSIN—Are you saying that the total bucket of funding is not going to
change?

Dr Nicoll—That is correct. If the formula changes, that can have a different impact on
different institutions, depending on their student mix. So thereis a possibility that, if thereisa
change to the formula, as there would be with any changes, some ingtitutions could either
benefit or not benefit from the implications of that formula.

Senator CROSSIN—So all universities receiving a regional loading do not have mixed
mode students counted. Is that correct?

Dr Nicoll—That is correct.
Senator CROSSIN—So what isit costing those universities for each mixed mode student?

Dr Nicoll—I am not quite sure what the question means. Every EFTSL, depending on
clusters, will receive from 2005 a Commonwealth contribution, so | am not quite sure where
the question of costing comes from.

Senator CROSSIN—Let us take Charles Darwin University. How many mixed mode
students are there at CDU?

Dr Nicoll—I do not know off the top of my head; | do not have that information here.

Senator CROSSIN—Let us say, if those mixed mode students were included in the
figure—let us discard what any university might lose—CDU have estimated that that is
around $2,000 per student, and they have to find the cost for that. If all of those mixed mode
students were actually full time, they would be getting around $2,000 for each of those
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students. So have you looked at the cost to regional universities when you do not include
mixed mode students?

Mr Burmester—I will approach thisin a dightly different manner. What we are trying to
do here is to alocate a fixed alocation of funds. To some extent, if you just include further
students, all you are doing is making the all ocation per included student smaller.

Senator CROSSIN—Would you do that or would you simply give more to the regional
universities and less to the metropolitan universities?

Mr Burmester—You could change the loadings that currently apply. Metropolitan
universities do not get any regional loading. There is a range of criteria: distance, size of
institution and so on. But what we are trying to do is allocate the funds that are available to
those universities that are located and service their load largely from a regional base. You do
not need to count all the students to divide that up, as long as you are counting the students
who represent the proportional load of that university amongst all those other universitiesin
the same circumstances. You cannot just simply say, ‘ If we included the mixed mode students,
we will get an additional amount of regional loading.” There is no additional amount of
regional loading. You would only reduce your—

Senator CROSSI N—Because the bucket is not going to get bigger. Isthat correct?

Mr Burmester—That is correct. That has always been the case since it was announced in
2003.

Senator CROSSIN—So those universities that are getting a regional loading but not
getting aregional |oading on the number of mixed mode students just have to wear the cost of
that. They are not getting any additional assistance for the mixed mode students they have got.
That isright, isn't it?

Mr Burmester—Naobody is getting it specifically for any one student, mixed mode, full
time or external.

Senator CROSSIN—But your regional |oading is based on the number on campus.

Mr Burmester—As a proxy for the costs of that institution in that location. If you add the
mixed mode, all you are doing is dividing the original number by a bigger number to get a
smaller contribution per student and then giving it back to the same university.

Senator CROSSIN—That might be the case, but currently mixed mode students are
undertaking some of their courses on campus and some off campus by external method. With
the way the regional loading is currently calculated there is no additional assistance for those
universities that have mixed mode students. Some mixed mode students might be spending 10
per cent of their time at university and some might be spending 90 per cent of their time at
university, so aregional loading does not assist the universities with these students.

Mr Burmester—It is not a per student per capita loading. It is an institutional |oading, and
it represents a proportion of internal load that that university services from its regional
campus.
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Senator CROSSIN—How is it calculated though? How do you derive the amount of
money that regional universities get? | was of the understanding that it is a calculation based
on the number of on-campus students.

Dr Nicoll—It is a combination of the internal EFTSL, those students that are the domestic,
non-fee paying load, plus a percentage of the external load. Those two elements come into the
calculation, but it is a fixed bucket of money. By way of example, if Charles Darwin
University was at the moment receiving $1 million in regional |oading—

Senator CROSSIN—Or any other regional university getting a load.

Dr Nicoll—based on this particular formula, it is quite likely that, if we included
something such as multimodal, Charles Darwin University could still just receive $1 million
based on another formula depending on the indicators you choose. It is not necessarily going

to generate any additional money because it is a fixed bucket of money. There will not
necessarily be any extra money provided to Charles Darwin University.

Senator CROSSIN—You could in that instance take money from the regional universities
that are getting a lower percentage amount, raise the high bar, and include mixed mode
students for the very remote regional universities.

Dr Nicoll—That would be a decision for government because the regional loading is—

Senator CROSSIN—The other decision of the government might be to fund the system
properly for a change and include mixed mode students. What is the timeline for the review of
looking at whether mixed mode would be included in this or not?

Dr Nicoll—In terms of putting a proposal to the minister for the next year's regional
loading, we will consider the issue of multimodal and it will be something which would go
into the creation of the guidelines for the 2005 regional loading. That is where the actual
formulafor the regional loading is determined—through the guidelines to the legisation.

Senator CROSSIN—What is the timeline for those guidelines then?

Dr Nicoll—There are guidelines in existence, because the guidelines were created to
calculate the 2004 calculation. The regional loading calculation is going to part of the
Commonwealth grants scheme guidelines, which have yet to be gazetted.

Senator CROSSIN—When will that occur?

Dr Nicoll—We expect that that will occur fairly shortly.
Senator CROSSIN—Will it be by the middle of the year?
Dr Nicoll—We would think in the next couple of months.
Senator CROSSIN—Before August or September?

Dr Nicoll—We would think so, yes.

Senator CROSSIN—On the issue of the Batchelor Institute, Mr Burmester, what is your
understanding of the agreement that was struck between Senator Murphy and the minister in
the chamber last year?

Mr Burmester—The government agreed to some additional funding of $3 million to
enrich Indigenous higher education in the Territory. The government’s preferred way by
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which that could be achieved is for the two institutions, Charles Darwin and Batchelor, to
consider a range of options that build on collaboration between the two ingtitutions to have
enriched outcomes for Indigenous students. The government has flagged that it wants the
institutions to consider options in those regards and then will assess the propositions that
emerge.

Senator CROSSIN—I want to read to you an extract from the letter that the minister gave
to Senator Murphy. It says:
In 2004, $0.5 million will be provided to Batchelor Institute of Tertiary Education once the institute
identifies its highest priority needs for such funding. In addition, $3 million will be provided over
2004/05 to enrich Indigenous higher education in the Northern Territory, initially through affiliation of
BIITE and Charles Darwin University.

Let me ask you about the half a million dollars. Has that been provided to Batchelor?
Mr Burmester—I believe that has been provided.
Senator CROSSI N—Is that what the Gregor Ramsey study is being used for?

Mr Burmester—In September—I think it was September last year—we asked Batchelor
to develop a strategic plan for the institute and said that these funds could be used for that
purpose. They have since appointed Gregor to undertake such areview. That was additional to
the $3 million that | was talking about where the idea was that the institutions would need to
look at collaboration in the provision of services.

Senator CROSSIN—Collaboration or affiliation—what is the difference in your mind
between the two, or is there no difference?

Mr Burmester—At this point it is an undefined term. The Commonwealth’s position is
that it sees the most likely beneficial effects for enriching Indigenous outcomes coming
through some formal collaborative arrangements between the institutions so that they can
reduce duplication and do things collaboratively to achieve outcomes. It is really up to the
universities to identify what options there are, and the degree of affiliation or collaboration is
not defined up front in this process. The Commonwealth is seeking the views of the
institutions on what can be achieved.

Dr Harmer—It does mean working together—both affiliation and collaboration mean
some form of working together.

Senator CROSSIN—I might get to that in a minute, Dr Harmer. | understand that
Batchelor Institute have given you allist of projects they believe will achieve that affiliation or
collaboration—whatever word you choose. What is your response to the list of seven projects
they have provided you with?

Mr Burmester—The institute has provided some proposals. They are not collaborative in
nature as to sharing of resources or allocation; they generally go to strengthening the position
of Batchelor.

Senator CROSSIN—Where in this initial letter does it say they must share either
resources or location? It does not say that; it just says ‘through affiliation with CDU’.
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Mr Burmester—And what the government is trying to establish is an appropriate form of
affiliation or collaboration between the ingitutions with the intention of enriching the
outcomes for Indigenous students.

Senator CROSSIN—That is true, but why wouldn't a project involving the Desert Peoples
Centre not be a collaborative project with CDU? They are both at that centre together.

Mr Burmester—It well could be. We have not ruled out any of the proposals that
Batchelor have already submitted to government, but this is not a finished process. We have
not yet made decisions about the best outcomes that can be achieved or the use of those funds.

Senator CROSSIN—What do you mean by a ‘formal and public cooperative arrangement’
between the institutions?

Mr Burmester—There is agreement between the ingtitutions as to the priorities and how
they will work together to achieve the outcomes that the Commonwealth is seeking.

Senator CROSSIN—Given that Charles Darwin University have just abolished the one
and only faculty in this country that was designed specifically to support Indigenous people
and have moved to a mainstream operation, what confidence do you have that Batchelor
college should still have any collaborative arrangement with CDU?

Mr Burmester—Charles Darwin have changed the way in which they provide student
support, courses and so on to Indigenous students. They have not withdrawn from that area at
al; they have just changed the process by which they internally manage and provide those
COUrSes.

Senator CROSSIN—That is right—which is based on a totally different philosophy and
ideological basis to Batchelor’s. Why should Batchelor now have to undergo any formal or
public arrangement between the two institutions? It is like trying to get apples and pears—if
Harry Quick will excuse me—to come to some kind of collaborative arrangement.

Mr Burmester—There may well be room for two distinct approaches to the provision of
Indigenous higher education in the Territory, but if that is the case you would want to make
sure that it was done collaboratively and that the institutions had agreed to who was taking
responsibility for what parts of that and how each would deliver those things. This is not a
finished process. As | said earlier, they have come up with some proposals. They go to
strengthening Batchelor itself, as they seeit, rather than the system in the Territory asawhole.
So while we have not said that they are unacceptable, we have said that the Commonwealth
believes greater value is to be achieved through some formal, cooperative, collaborative
arrangement between the ingtitutions. In a place the size of the Northern Territory with the
Indigenous higher education population, we want to maximise the outcomes, not have
duplicative arrangements.

Senator CROSSIN—What do you mean by ‘ revised governance arrangements’ ?

Mr Burmester—There is a whole range of possible scenarios that the institutions could
come up with. That could range from quite close integrated governance arrangements or it
could be—

Senator CROSSIN—What do you mean by that, Mr Burmester?
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Mr Burmester—At one end of the extreme you could imagine a model in which they are
in fact a single entity with some distinct characters within it.

Senator CROSSIN—If you want to imagine that, that would be a total nightmare for most
people in the Territory, particularly Indigenous people and people who lead Batchelor
Ingtitute. Is this just a wedge to drive an amalgamation with Charles Darwin University? Is
that what is really behind this, Mr Burmester?

Dr Har mer—Mr Burmester was painting a range of scenarios to answer your question. He
said at one extreme it could involve an amalgamation and he was about to say what the other
options would be that might fit the description.

Senator CROSSIN—My understanding is that an affiliation—let us go back to the
minister’s original letter—and an amalgamation are two totally different things. There was
never the intention that this $3 million would drive an amalgamation. Is that now the intention
of the department?

Mr Burmester—No, it is not the intention of the department. It is one of the possible
scenarios that could emerge through the consideration of this issue by the institutions, the
Commonwealth and the Territory government, which has arole in this as it is the owner of
both those ingtitutions. The other extreme in my view, as | was going on to point out, would
be some joint planning arrangements and perhaps an MOU of how decisions are made by the
institutions. Within that total continuum, there is a vast range of possible governance
arrangements.

Senator CROSSI N—Perhaps people need you to articulate very clearly what you mean by
‘ governance arrangements' .

Mr Burmester—We have asked the institutions to consider options in this regard. The
Commonwealth has not said it has a fixed position on that outcome. It would be foolish of us
to have a fixed position prior to the options being generated by the institutions themselves
being thoroughly considered.

Dr Harmer—Basically, the minister has asked them to consider how they can work more
effectively together and to come back to us.

Senator CROSSIN—BUt your letter to the college, Mr Burmester, goes way past that—
much further than that. In fact, it could be interpreted as a precursor for an amalgamation
between the institutions.

Mr Burmester—I do not have the letter in front of me but | believe the key words that
might lead you to that assumption are that | said there needs to be a formal, public,
collaborative statement. That is as far as that letter goes. As to the nature of that formal,
publicly determined position, there is no indication in my letter of an exact position that the
Commonweal th wants to see adopted because we do not have such a position.

Senator CROSSI N—It talks about revised governance arrangements. It outlines a number
of dot points. Admittedly some of them go to better articulation between courses and a
cooperative approach to improving outcomes for students, but as | said, Charles Darwin
University now has a different approach to how it believes achieving outcomes for students
will be achieved—that is, mainstreaming. Batchelor college has a two-way approach—two
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totally different pedagogical outcomes and approaches. My view, and the view of a lot of
people up there, is that your letter goes way beyond what was anticipated in the minister’s
letter. An affiliation with Batchelor has now become quite restrictive controls over what istied
to the $3 million.

Mr Burmester—No, Senator, | do not believe that is the case. My words, which are
equivalent to the word ‘affiliation’ in the original letter, go to a formal, publicly disclosed
collaborative arrangement which could be a range of things but should include the
consideration of appropriate governance agreements.

Senator CROSSIN—You were saying here:

It should lead to planning for the following:
*  An agreed process to achieve the proposed objectives—
your proposed objective, not agreed obj ectives between the institutions.

Mr Burmester—No. The proposed objective is the enrichment of higher education
outcomes for Indigenous Australians in the Northern Territory. That is the objectivein this.

Senator CROSSIN—What are the objectives? There are two, aren't there? Isn't it also an
affiliation of Batchelor and CDU?

Mr Burmester—We have said the Commonwealth expects this to be achieved through a
formal, public collaborative arrangement between the two institutions, the nature of which is
uncertain and undetermined at this point.

Dr Harmer—What we are trying to achieve, both in the minister’s letter and in Mr
Burmester’s, is for the two institutions to work together to get better outcomes for Indigenous
students. Whatever words you use, that is the intention: working together to get better
outcomes for Indigenous students in the Northern Territory.

Senator CROSSIN—I put it to you that Batchelor college's scoping or strategic planning
study might show that Charles Darwin University is not the best institution for them to work
with now. It may well be the University of Adelaide or James Cook University, given that
CDU have now changed the nature and way in which they support Indigenous people. Maybe
CDU isnot the best institution at all.

Mr Burmester—That could be the case, but that is not yet established, and the institute
would have to demonstrate that you would get better outcomes through an alternative process
to the one that was envisaged in the letter from the minister saying there should be affiliation
between the two ingtitutions.

Senator CROSSIN—Has any of the $3 million been released yet?
Mr Bur mester—No, Senator, | do not believe so.

Senator CROSSIN—When it is released, if it is paid in stages or in $1.5 million in each
bite, will that actually go to Batchelor, or isit going to be split between the two institutions?

Mr Burmester—That is yet to be determined on the basis of what arrangements are agreed
inthis process. It is not yet determined.
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Senator CROSSIN—I would have thought it has been. Senator Murphy said last year in

Hansard on 4 December—and nobody in government stood up to correct him at the time—at
11.43 at night:
Further to a matter raised by Senator Crossin about Batchelor Institute, arising from some discussions
we have had the minister has agreed to provide an additional $3%2 million for Batchelor College and
$500,000 in 2004 and then a further $3 million will be provided in 2004-05 to enrich Indigenous higher
education in the Northern Territory.

So quite clearly Senator Murphy was under the apprehension that the $3 million would go to
Batchelor college.

Mr Bur mester—The way you read that sentence, Senator, the connection between point 5,
which has been paid to Batchelor, has occurred. Then, following the $3 million in that
sentence, he talks about the enrichment of 1ndigenous outcomes.

Senator CROSSIN—That is true, but he says, ‘agreed to provide an additional $3%2
million for Batchelor College’, $500,000 now and the other $3 million in 2004-05.

Mr Burmester—That is how he interpreted it at that time; that is not what the minister’s
letter says. Thereis no arrangement yet set as to how those funds will be distributed.

Senator CROSSIN—So you are saying there is a possibility the $3 million might be given
to Charles Darwin University.

Mr Burmester—It is for the purposes which are explained in the budget measures table. It
is about the enrichment of Indigenous outcomes in the Northern Territory through
collaboration between the two institutes. | will read the budget measure—

Senator CROSSIN—Are you saying that there is now a possibility the $3 million may be
paid to Charles Darwin University?

Mr Burmester—That is one of a number of possibilities.

Senator CROSSIN—My understanding, and | am sure Senator Murphy’s understanding,
was that the money was to be provided to Batche or college to compensate—

Mr Burmester—That is also one of the possible outcomes.

Senator CROSSIN—for the lack of funds they were going to get under the new
arrangement. Isthat right?

Mr Burmester—No. Batchelor college will not get a reduction in funds out of this
process. They are provided for first of all through the Commonwealth Grants Scheme for the
load that they are allocated and also through the other grants program for national institutes.
So there are additional funds there to ensure that Batchelor college gets paid for the non-
higher education activities that they undertake and have been undertaking in the past.

Senator CROSSIN—My understanding was that initially Batchelor was to undertake their
strategic plan. That was the first part of the process. Then following that, they may or may not
choose to work with Charles Darwin University.

Mr Burmester—I will read you the budget measure description in our PBS on page 77.
Under the heading ‘Our Universities—Batchelor Institute of Indigenous Tertiary Education
and Charles Darwin University’ the PBS states:
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The Government will provide $1.5 million in 2003-04 and $1.5 million in 2004-05 to support a
cooperative partnership between the Batchelor Institute of Indigenous Tertiary Education and Charles
Darwin University. The partnership will result in enhanced courses and support being offered to
Indigenous students in the Northern Territory.

That is the description. That is the government’s position.

Senator CROSSIN—'Initially through affiliation’—they are the three words in the
minister’s letter—has now become a ‘cooperative partnership’, which is something much
more formal. Isthat correct?

Mr Burmester—I do not think the term ‘affiliation’ was defined. It is saying that they
have to work together.

Senator CROSSIN—So you are defining ‘affiliation’ rather than letting Batchelor define
it.

Mr Burmester—No, Senator. | think the words ‘a cooperative partnership’ are equally as
broad as ‘ affiliation’.

Senator CROSSIN—BuUt who is defining, though, what that means? You are, not the
institutions.

Dr Harmer—The institutions are to come back with a proposal of how they can work
together to improve the outcomes for Indigenous students in the Northern Territory and, if
they do that to the satisfaction of the government, there will be $3 million paid over two
years—$1.5 million in each year—either to Batchelor college or to Charles Darwin
University or to a combination of which depending on the nature of their proposal for
working together.

Senator CROSSIN—But you have not ruled out giving the $3 million to CDU if that is
needed to be the case. Isthat right?

Dr Harmer—We have not ruled that in or out. What we will do is consider it when the
proposals come back in and we will pay it broadly in the way that they have worked out how
they can work better together to improve the outcomes.

Senator CROSSIN—Batchelor college have put some proposals to you, and | have read
the proposals. They talk about using the expertise at Charles Darwin University in curriculum
development, IT, interactive learning, early childhood, the health intervention project—all of
which | believe will improve Indigenous outcomes. Why will they not be funded as part of the
$3 million?

Dr Harmer—We have not made a decision yet as far as| am aware. It is not an issue. We
have not decided.

Mr Burmester—They have made some proposals, as you have said. They will be part of
the total number of proposals that | would expect to examine in this process. They come not
only from Batchelor but also from Charles Darwin and perhaps the state government. | would
say that, until Batchelor’s strategic plan being conducted by Gregor Ramsey is complete,
where these sit in regard to the strategic direction of the ingtitution is not clear to us and we
would need to establish that before approving funds for those purposes as well as assessing
against other proposals that might be forthcoming.
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Senator CROSSIN—I put it to you that, if people at Batchelor college believe that Charles
Darwin University have now in fact weakened the support they give to Indigenous higher
education at the university—through what | think is perceived as a downgrade through the
abalition of the faculty of Indigenous education to a school within a faculty; some people
believe that cooperative and complimentary |ndigenous support services will be much harder
to achieve between the two institutions—why is there now a possibility that you are forcing a
cooperative arrangement between the two institutions? Why isn't that now being reviewed in
the light of the actions of CDU?

Dr Harmer—I do not think it is necessarily the case that a change in the arrangements at
Charles Darwin University would preclude the cooperative arrangement. That would not
necessarily follow.

Senator CROSS|IN—Have you asked Batchelor Institute what their views about that are?
Dr Harmer—I think you have just indicated what some of the views are.

Senator CROSSIN—Have you asked them? Have you spoken to them about how they
feel about that?

Mr Burmester—Yes, Senator. Batchelor have given us an indication of their views about
the actions of Charles Darwin University. But, equally, Charles Darwin University took those
actions because they believed they would achieve better outcomes. So the proposition you put
that this precludes some future collaborative arrangements, whatever that dimension actually
means, is yet to be tested and considered fully by both institutions and the Commonwealth.

Senator CROSSIN—When is the next formal discussion with Batchel or college about this
due to occur? Are you waiting until after the Gregor Ramsey has completed his report?

Mr Burmester—We are actually considering how we could move this process forward.
One option is to wait until Gregor Ramsey's report is available. An alternative, depending on
timing, would be whether we proceed to have a multilateral meeting about this issue prior to
that report being available as a preliminary step along the way to considering this range of
issues. We are considering that in the department at the moment—how best to move forward.

Senator CARR—I have a couple of questions on the training report, now that | have it.

Mr Bur mester—You have the only copy, Senator.

Dr Harmer—Senator, before you start, can | just clarify something you asked this
morning?

Senator CARR—Yes.

Dr Harmer—You asked about Australia’s gross expenditure on research and devel opment
compared to the OECD. The OECD average in the year 2000 was 2.24 per cent; Australia’'sin
the year 2000 was 1.55 per cent. The cost of lifting Australia's 1.55 per cent to 2.24 per cent
in 2000 would have been $4.6 billion.

Senator CARR—Can that piece of paper be tabled?

Dr Har mer—Sure.
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Senator CARR—There were two types of scholarships that the government announced
last year as part of the higher education bill, weren't there?

Mr Burmester—There are two types of learning scholarships. One is for accommodation
costs and the other is for education expenses, | believe.

Senator CARR—What page are they on? | take it the all ocations have been made now?
Mr Burmester—Yes, Senator.
Senator CARR—Would that be table 3.1.8 on page 72?

Mr Burmester—That is right. That table defines the distribution of both types of
scholarships.

Senator CARR—When was that all ocation made?

Mr Burmester—Early this year. | will check on the time. | cannot find it quickly, Senator,
but it was early this year so that universities could allocate scholarships during the course of
the year.

Senator CARR—Have they been allocated to individuals? They have been allocated to
institutions, obviously, because that is what that table tells me.

Mr Burmester—In some institutions they have been. The requirement on institutions is
that they make the allocations to students during the course of the year. So by the time we got
them out there, some students had been enrolled and universities needed to put arrangements
in place to assess students.

Ms McDonald—The most recent information we have as at the end of April is that most
universities, apart from about seven, have already closed their applications and many have
already provided the scholarships.

Senator CARR—Can | have a list of the universities that have actually provided
scholarships and the numbers?

M s McDonald—Yes, we can get that to you.

Senator CARR—Do you have it there? Is it handy for you to do in a format that will save
me a bit of time. | takeit that it will include the CECS allocations and the CAS all ocations?

Ms McDonald—Yes.

Senator CARR—Thank you. | see the number of universities in deficit has gone up to
eight again. Do you have alist of those universities?

Dr Nicoll—Yes, | have.
Senator CARR—Can | have a copy of that?

Dr Nicoll—It isin our Finance 2002 booklet, which | think you would have a copy of. All
of the details are in there.

Senator CARR—What pageisthat on? That is the financial statistics document?
Dr Nicoll—Yes.
Mr Burmester—It is spread over several pages.
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Dr Nicoll—You would have to do the analysis but | can certainly tell you.

Senator CARR—What | would like is a nice simple table that tells me the eight that are in
deficit.

Dr Nicoll—I can tell you that. They are the University of Newcastle, the University of
Western Sydney, the Royal Melbourne Institute of Technology, Central Queensland
University, the University of Western Australia, the Australian Maritime College, the then
Northern Territory University, and the Australian National University. | can spell out for you
the deficit for the ANU, Senator Carr, if you would like to know.

Senator CARR—Tell me the amounts, will you? This is the standard procedure. We were
talking about this before, Senator Tierney, and this is one of the interesting things. The
department’s accounting systems will, | think, accurately reflect the statistics that are provided
to the department, and | do not query that, but each and every one of those universities will no
doubt tell you that the situation is different.

CHAIR—I am sure they will have an explanation.

Senator CARR—What is the deficit for the University of Newcastle?
Dr Nicoll—It is $3.8 million.

CHAIR—Which will come into correction very quickly.

Senator CARR—The University of Western Sydney?

Dr Nicoll—The deficit is $1.2 million.

Senator CARR—RMIT?

Dr Nicoll—The figureis $17.7 million. That was because of the write-off of the AMS.
Senator CARR—The Central Queensland University?

Dr Nicoll—It has $5.2 million.

Senator CARR—AnNd the University of Western Australia?

Dr Nicoll—Theirs is $0.5 million; the AMC, $1.4 million; the then Northern Territory
University, $3.9 million; and the ANU, $12 million.

Senator CARR—How many advances from the restructuring and rationalisation fund have
there been? How many advances on the operating grants fund?

Dr Nicoll—That will bein the triennium.

Mr Burmester—There have been no changes since the interim publication; there have
been no further allocations.

Senator CARR—How many of them? The report is getting thinner; | take it that it has not
been left out?

Mr Burmester—I doubt it. | just cannot find it at the moment.

CHAIR—Isthere any way we can check these university deficits to find out how many are
because of special, one-off factors?

Dr Har mer—Some of them are.
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CHAIR—You mentioned that for one of the Victorian universities there was just some
peculiar timing thing rather than any systemic long-term problem. Could we have a little
analysis of that, because there are not many of them?

Dr Nicoll—I could go through each of them, but | would be happier doing that on notice.
CHAIR—Yes, if you could take that on notice, that would be appreciated.
Dr Nicoll—Certainly.

Senator CARR—Some of them have been in deficit for a while. Northern Territory
University has had a problem for awhile. | understand that this year RMIT has actually turned
their situation around—they have stopped all the Cabcharges and no-one is allowed to buy a
cup of coffee.

Mr Burmester—The magjor impact on RMIT was the write-off of their investment in their
student computer system.

Senator CARR—That isright, and they have sold some property.

Mr Burmester—I am not sure about this year, but the previous year the ANU ran a deficit,
which was right largely due to revaluation of their endowment funding.

Senator CARR—That isright.

Mr Burmester—So there are always certain one-off things that go some extent to
explai ning the circumstances.

Senator CARR—If you look at their ratio of assets, | would have thought that the ANU
was doing extremely well financially.

Mr Burmester—That would be right in terms of cash and investments—the same with the
University of Western Australia.

Senator CARR—BUt in terms of the advances, when you have to get an advance to
continue operating that is a measure of areal problem, isn't it?

Mr Burmester—As | said, there have been no recent advances. | think RMIT’'s advance in
December 2002—or it might have in January 2003—was the last one that we have advanced.
So there has been nothing in the 12 months since that.

Senator CARR—So that iswhy it isnot in here?

Mr Burmester—I| am pretty sure | saw it in there. In any case, the last one was the one to
RMIT.

Dr Nicoll—We will certainly take that on notice and give you the information.

Senator CARR—What has been left out of this report to make it so much thinner a
volume than the previous year’s?

Dr Harmer—There are probably two parts to that. Because 2004 is effectively a
transitional year, we have not provided all the allocations on an individual university basis for
2005-06, which would normally be part of the triennium funding, because large parts of those
have not yet been determined—such as the allocation of places, new places and so on. We
have probably slimmed it down from the point of view that we are not providing the 2005-06
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year in fine detail. There is an appendix that explains the sector changes for 2005-06. | think
we took the opportunity—again, because this report will be significantly different next year—
not to try to rewrite it this year and then have to do the same again next year. We just modified
it and made the minimum change from last year ready for the 2005 report.

Senator CARR—Have the same number of tables on a time series been produced—take,
for instance, the funding on equity?

Mr Burmester—I believe that most of the tables and the figures were retained. There has
been no reduction between the preliminary version that has been on the web for sometime and
this version—in fact this version had some additions, as | said, in the pink boxes. The equity
tables and the time series are continued. Page 11 goes to enrolments. Equity groups are picked
up on page 15. The graphs are continued on page 16 for the equity groups. The one on
Indigenous participation is reported on page 19 as a separate graph. So all of those standard
measures in that overview chapter have been retained.

Senator CARR—Again, | see a similar pattern to last year: from the base year 1991 the
number of studentsin all equity categories has fallen. Low soci oeconomic groups has fallen.

Mr Bur mester—In percentage terms there have been some very small changes except for
the non-English-speaking background category, which has fallen most significantly, and that
is reflecting country sources of immigration over a period of years. Largely it has been
maintained. Isolated has reduced, but if you combine rural and isolated as one group they
have largely retained the same participation rate. There has, however, been an increase in all
of those categories in absol ute numbers.

Senator CARR—Yes, but absolute numbers is across the whole system surely. Can | get a
table that tells me the percentage breakdown of total research revenue, total teaching revenue,
percentage of total operating expenses, total operating surplus—obvioudly it is a percentage
of surplus—and total percentage of debt of the Group of Eight universities? Can that be
compared between 2000 and 2004—so it is a comparison of the last figure you have got with
2000'sfigure?

Mr Bur mester—Yes, we could do that.

Senator CARR—I basically want to know the surplus, the percentage of surplus,
obviously the share of debt, the share of revenue, the share of income and the share of
students.

Mr Burmester—That is the share of the sector debt, sector revenue—

Senator CARR—Yes, | want to know the place of the Group of Eight in the sector and
how that has shifted over the last four years if that is possible. You know the standard set of
tables that | get on those figures. Obviously you can do it, you have the computers where you
can press a button and produce that outcome. That concludes my questions for the division.

Proceedings suspended from 4.12 p.m. to 4.29 p.m.
CHAIR—We move to questions on AEI Group.

Senator CARR—Have we heard anything from the Minister for Science about the Chief
Scientist’s appearance next Tuesday?
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Dr Harmer—I have not.
Senator CARR—We have about an hour left of proceedings.
Dr Harmer—I will let you know immediately | hear.

Senator CARR—We have to make some decisions as to whether we approach the
chamber directly to get him to appear.

Dr Har mer—I have been speaking with the secretary; | understand. Unfortunately, it is not
in my control.

Senator CARR—I appreciate that very much. Could the officers give me some advice
about the projections on demand for Australian educational services? | read a report recently
in the Campus Review that the vice-chancellors are concerned about a drop-off in demand in
China. Do we have any advice on that?

Dr Jarvie—We have not done projections specifically on China, but we can talk to you
about what the trends are in terms of students coming from China to Australia. In that sense,
the figures for China are till very strong. Between 2002 and 2003, there was an increase of
20 per cent in the number of students from Chinain Australia, and that is very strong growth.
The figures for the first part of this year compared to last year show continuing strong growth
from China. The change in commencements has been up by 25 per cent for the first four
months of this year compared to the first four months of last year. So the growth is
continuing.

Senator CARR—Are there any areas of concern in terms of the market for international
students?

Dr Jarvie—Certainly there are areas where the demand is softening, and that would bein
Indonesia, Hong Kong, Malaysia and Singapore.

Senator CARR—What do you think the causes of that are?

Dr Jarvie—There have been trends in some of those countries for some time as their
markets are maturing. Their local provision is improving, and that has been occurring for
some time. In those areas, our off-shore provision has been increasing. In Malaysia and Hong
Kong our off-shore provision has been going up.

Senator CARR—Do you think there is any correlation between the drop-off in those
particular countries and the recent security situation?

Dr Jarvie—We do not have any strong evidence for that in areas such as Hong Kong or
Singapore. There may be an issue with regard to Indonesia.

Ms Buffinton—We have been aware over the last 12 months that fewer Australian
institutions are travelling to Indonesia to recruit because of travel advisories and so forth. Asa
result of that, we are planning to bring our counsdllor out to Australia and run a roadshow at
the beginning of August this year. Rather than institutions going to Indonesia, the counsellor
will come out to Australia and talk about the opportunities that still do exist. More broadly
than just specific geographic locations in higher education is that the year to date figures both
in terms of commencements and total enrolments still remain very high. In VET they are
staying up very well. There has been a fall in schools, which we are projecting comes from
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some changes in immigration requirements and the level of English language requirements.
We are presupposing that more students are staying and getting a higher level of education at
home. Certainly Indonesia has always been a draw for schools, and we have noticed a drop-
off in schools there. There has been some softening in the numbers in the ELICOS sector as
well.

Senator CARR—Isthere anincrease in demand from other countries like Europe?

Dr Jarvie—Certainly we are experiencing increased commencements from the United
States—commencements are up by five per cent this year compared to the first four months of
last year. Korea went up by 11.8 per cent in the first four months of this year compared to last
year and Japan is up by five per cent. India is a big one: there is a 45.7 per cent increase for
the first four months of this year compared to last year.

Senator CARR—I understand there is a proposal for a Chinese developer to build a
village to house 5,000 international students in Darwin. Is the department aware of this
proposal ?

Dr Jarvie—Not to my knowledge.
Senator CARR—It is the case that Darwin has 4,600 international students, isit not?
Dr Jarvie—We do not have those figures with us | am afraid.

Senator CARR—How do you think a university, such as Charles Darwin, would go
doubling its enrolments of international students? Do you have any way of assessing the
capacity of auniversity to do that?

M s Buffinton—As far as each institution is concerned, the government does not give any
sort of direction on levels of students. It is left to the institutions to make a judgment as to
what their capacity is. Obviously, we take an interest to make sure that the quality is upheld,
and that they have the right sort of pastoral care in place and the capacity for keeping the
quality of those student services up while delivering a high quality education.

Senator CARR—So the quality assurance is an issue that you are directly concerned with
and have responsibility for monitoring and enforcing. If a university seeks to double its intake
in avery short period of time, | would have thought that it would be a matter of interest to the
department. | would have thought a proposal such as one to increase the number of studentsin
Darwin by 5,000 might be something you might be aware of, that is all.

Dr Harmer—I am not aware of it and | am not sure that any of us are, but we will
certainly look into it. To comment on your question, we would be interested if a significantly
rapid growth in numbers was likely to impact on quality. That would be something very
interesting to us.

Senator CARR—I could not see how it could otherwise be the case. If the Northern
Territory News report of 16 April is accurate—and it cites the developer, the region from
which the students are to be drawn and representatives from the university—it would seem to
me that there is some substance to it. It would seem that way at least sufficiently for it to
make the newspapers. Perhaps | will get further reports from you as to what is happening.
Speaking of quality, what has happened to the review into the ESOS Act in regard to
Christmas Idland High School being able to attract international students?
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M s Buffinton—The ESOS review has begun. We have gone out to tender and, in the next
week or two, we will be announcing who has the tender for the ESOS review. As part of that,
we did undertake that we would ensure that Christmas Island was aware of the ESOS review.
They are aware of it, we have written to them, but we will be alerting them as to when the
consultant will be taking submissions. We would expect that there will be a submission from
Christmas Island.

Senator CARR—So0 it is only a question of submissions. You are not actually having a
look at the capacity of the high school to undertake such a program?

Ms Henry—The evaluation has a wide scope of issues it will be looking at in relation to
efficiency and effectiveness, which is what the evaluation is about. | would expect a range of
issues to arise in the consultation process, and | think that that will be one of them. | also have
with me, if you would like it, a copy of the terms of reference and the key issues and
questions for the evaluation. | can table that.

Senator CARR—It is much appreciated. Was DEST a party to the consultation convened
by the China FTA study task force on 20 and 21 May?

Ms Buffinton—We have been involved in discussions with DFAT on the China FTA. |
think you are referring to a meeting that was in Sydney.

Senator CARR—It was particularly on the education sector. | hope you were involved.

Ms Buffinton—As it so happens we were not, but DFAT have apologised to us for an
oversight in that invitation.

Senator CARR—Does this happen very often—where you are not involved?

Ms Buffinton—No, we have very good reationships with all of our partners in
government.

Senator CARR—BuUt not good enough for them to tell you that there was what appears to
me to be a major consultation about the possibility of a free trade agreement with China,
specifically relating to the education sector, involving universities, IDP, TAFE and industry
groups, but not you?

M s Buffinton—On this occasion, they apol ogised.

Senator CARR—Can you provide the committee with any information on the issues
reportedly identified at the meeting? They went to: issues of recognition of qualifications,
fraudulent documentation, equivalents of the quality assurance framework, return of student
fees to Australia for courses provided in China, difficulties relating with Chinese exchange
students, and issues relating to the legal jurisdictions of the two countries. Are you able to
give me areport on those issues?

M s Buffinton—We can take that on notice. When DFAT apologised, they said they would
bring us up to date with what happened at the meeting and that we will be involved in future
meetings.

Senator CARR—They have not managed to do that yet?

Mr Thorn—As Fiona Buffinton has said, we have had discussions with DFAT about the
failure to invite us that meeting. As Ms Buffington has said, DFAT have assured us that they
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will involve us in the process of the development of the China FTA , as they had done prior to
this meeting. Certainly, we have been involved with DFAT and other departments in wide
ranging consultations within the government. My understanding is that they have not
provided us with that report yet. Once they do, we will be in a position to forward that
information to you.

Senator CARR—It isjust that | have had experience with the industry department, where
they were treated a bit like mushrooms. They even occasionally were invited to meetings, but
still acted like mushrooms. | hope that is not going to happen with this department. You have
a pretty good reputation when it comes to being able to provide proper research and evidence
based advice. | trust that, with matters as serious as this, you would not be excluded.

Mr Thorn—DFAT are well aware that we have a strong interest in thisissue and they have
undertaken to include usin any further consultations.

Senator CARR—DFAT have a pretty arrogant attitude, though, don’t they?
Mr Thor n—Those are your words, not mine.

Dr Harmer—That is your conclusion, Senator, but | can assure you that | will take it up
with the secretary of the Department of Foreign Affairs and Trade. In addition to the contact at
Mr Thorn's and Ms Buffinton's leve, | will take it up with the head of the department.

Senator CARR—Is the department aware of reports circulating in New Zealand that
Australian universities are luring top New Zealand students across the Tasman with various
lucrative scholarships—in New Zealand terms, | think that means $40,000?

Dr Jarvie—I do not think we are aware of those reports, unless they are referring to the
normal scholarships that we have for international studentsin Australia.

Senator CARR—S0 it has not been raised with you by the New Zealand authorities?

Mr Zanderigo—We are aware that the New Zealand government has recently released a
policy statement on international education which includes scholarship funding to attract
students to New Zealand.

Senator CARR—So they are up to it? That is different. What is the nature of their
scholarships?

Mr Zanderigo—I| am not sure of the details, but we can get that information to you.

Senator CARR—BULt you are aware of no program of Australian universities deliberately
recruiting New Zealand research students?

Mr Zanderigo—Not that we are aware of, no.

Senator CARR—A this time in the proceedings, | usually go to some quality assurance
issues.

CHAIR—You could put them on natice.

Senator CARR—NOo, the department really does appreciate this work. It helps them
highlight how to get the shonks, rorters and shysters out of the industry. We have done a
remarkably good job through this committee under your chairmanship, Senator Tierney. | am
sure you would appreciate that as well. What was the nature of the misleading and deceptive
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conduct that was the reason for the Australian International College of Business having its
registration cancelled? | am referring here to question on notice E762.

M s Henry—I am sorry, we do not have the detail with us. Could we take it on notice?

Senator CARR—Yes. Similarly, what was the false or misleading information published
or represented by the New South Wales International College that led to its deregistration?

M s Henry—Similarly, we have not brought that information with us. We are happy to take
it on notice.

Senator CARR—Why did you cancel the registration of Frankarens Pty Ltd trading as
Sydney College of Technology?

MsHenry—I will just clarify that.

Dr Har mer—While we are looking for that information, can | indicate to you that | have
brought back Dr Evan Arthur because | gave him the series of questions you asked on the
RTS and he believes he can answer some of them more easily here, rather than have his
people work away at questions on notice. Heis available if you want to question him.

Senator CARR—It will depend how long we keep going here.

Ms Henry—The information we provided in the question on notice indicates a series of
breaches by Frankarens. In an effort to pre-empt any questions about the other providers, |
would be happy to take them all on notice and come back to you with more detail.

Senator CARR—I would like to know the details of the reasons for the cancellations.

M s Henry—I am happy to do that.

Senator CARR—You are covered by privilege, so there should be no reason—

Dr Har mer—We will give you the details. For all of them?

M s Buffinton—For all of the providers on the question on notice.

Senator CARR—Thank you.

M s Henry—Did you only want the information on cancellations?

Senator CARR—The suspensions, cancellations and conditions as well. That will go to
the next series of questions, which was the document tabled as attachment C—'Total
Suspensions, Cancellations and Conditions', which you tabled at our last meeting. Again, you
have provided me with some information about the seven providers. | would like to know
what the reasons were of the seven, the names of the seven, and how many of them remain
suspended. A suspension is not as permanent as a cancellation, isit?

MsHenry—That is correct.

Senator CARR—I would like to know how many of them remain suspended and what
conditions were imposed on the five providers that you have listed. | take it that in the case of
four of the five, further action was then taken for registrations to be cancelled. | notice that the
Marrickville college has had its conditions lifted. Can you tell me why that is. Is it till
registered?
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Ms Henry—One condition has been removed and one remains. | understand that at the
moment we are requiring them to provide attendance records monthly. | do have with me the
updated tables.

Senator CARR—Can | have those?

Ms Henry—Certainly. Perhaps | can give you a rundown on the process in the table. In
attachment A, which refers to total enforcement and monitoring action, there have been a total
of 339 actions since June 2001. That includes 165 notices of intentions, 43 production or
attendance notices, one monitoring warrant and 130 provider consent visits. Since the last
reporting period when we gave you the tables, there has been an increase of 40 actions. Of the
40 there have been 27 extra consent visits undertaken. In attachment B, which is total
suspensions, cancellations or conditions imposed on providers under section 83, you will note
that there has not been any change to that. However, we are continuing to increase the amount
of compliance activity that we are undertaking with providers. In attachment C, which is total
suspensions, cancellations and conditions by state and type, there have been 253 in total and
anincreasein 24 in the period.

As | mentioned, there has been an increase in compliance activity in line with the
additional resources provided in the last budget. What we have done and are continuing to do
is to improve our infrastructure to support the work that we are doing. For example, we are
introducing a compliance package and a risk management strategy and we are exploring a
case management system to make the processes more efficient. But we are also increasing the
education activities that we are undertaking, which is a very important part of the process for
us—such that we are now attending more provider workshops, for example. We are
developing a series of fact sheets to go out to students and providers and we are enhancing
our database so that we can more efficiently undertake the activity. We are also undertaking
an increased level of whole-of-government activity, particularly in relation to our dealings
with DIMIA and the work that we are doing at both the federal and the state and territory level
in relation to being involved in meetings on aspects such as pastoral care. We are regularly
meeting with our state and territory counterparts at the same time and working collaboratively
with them by following up on provider issues. We are working with other agencies as we need
to.

Senator CARR—I take it that the number of officers in the branch has increased since the
legidation last year.

MsHenry—Yes.
Senator CARR—Have youfilled all the positions now?
MsHenry—Yes, | believe we have.

Senator CARR—S0 how many now are working in the branch altogether—or is it the
international group?

M s Henry—Are you talking about the totality of the group or the totality of compliance—
Senator CARR—You put on 40-odd officerslast year; isthat right?

Ms Buffinton—In total for the group there are around 150 staff. That is inclusive of 15
counsellors offshore.
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Dr Jarvie—That does not include locally engaged staff—in the officers offshore.

Senator CARR—Did you put on 40 officers as a result of the new compliance measures
last year?

Mr Zanderigo—We received, roughly | believe, 40 ASL additional resources—average
staffing level. That is a resource alocation for the group. | do not have with me any staff

movements between then and now, but the resources had been directed to the purposes for
which we received the funding.

Senator CARR—I do not expect anything else. It is essentially compliance?
Dr Jarvie—No, not al in compliance.
Senator CARR—How much was compliance?

Dr Jarvie—There were resources also for offshore quality assurance and things like that—
extra resources for promotion and to expand the representation overseas. That all came out of
the additional resources we got.

Senator Carr—It is quite obvious that the level of activities increased quite significantly
consequentially.

Dr Jarvie—Yes, very significantly, and a much more systematic approach to a change in
the way we do business as well.

Senator CARR—That is good. | am sure you have met with universal support from the
industry in that regard—all the universities think this is wonderful, that thereis a higher level
of quality assurance.

Dr Jarvie—The increased activity in the compliance area has been very well received.
Senator CARR—Isthat right? How do you know that? | am still getting complaints.

M s Buffinton—Generally, of the 1,300 providers in terms of compliance activity, all the
institutions realised that we are relying on a good quality education and for people to deliver a
good quality education. By far the bulk of suppliers are very good quality suppliers. Itisin
their interests that we have the opportunity to try to make some of the ingtitutions that have a
few compliance issues more compliant. So, across the board, we have to remember there are
1,300 in the listings that you have. We realise that it is the minority where we have some
compliance issues. The others welcome our activity.

Senator CARR—That is exactly the point. It is the lowest common denominator effect,
isn't it? There are a few people who have forced down the prices and undermined the quality.
The bottom feeders can do enormous damage to everyone. People do not remember the good
yarns; they remember the—

Dr Jarvie—That is why we have had support from the stakeholder groups broadly for our
activitiesinthisarea.

Senator CARR—ACPET is actively supporting that?

Dr Jarvie—ACPET is helpful and is actively supportive. English Australia and all of these
groups say thisisavery important activity.
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Senator CARR—The department of immigration has given me a list of providers on
student visa cancellations. That list shows that some 7,000 visas were cancelled in 2000-01. |
noticed on the list that they have provided a significant number of colleges that appear
regularly in our discussions. Is it the case that the Melbourne Institute of Business and
Technology is still registered on CRICOS?

MsHenry—VYes, they are.

Senator CARR—Sydney College of Business and Technology?
MsHenry—Yes.

Senator CARR—Australian College of Technology?

Ms Henry—No.

Senator CARR—Perth Institute of Business and Technol ogy?
MsHenry—Yes.

Senator CARR—Queensland Institute of Business and Technology?
MsHenry—Yes.

Senator CARR—Uniworld English College?

MsHenry—Yes.

Senator CARR—Windsor Institute of Commerce and Languages?
MsHenry—Yes.

Senator CARR—New South Wales Business College and New South Wales English
College?

MsHenry—Yes.

Senator CARR—So, of those providers which are named as being quite high on the
number of cancellations, which is the DIMIA criteria—one of their watch lists, if you like—
are a significant number still registered?

Ms Henry—Yes. The issue with visa cancellations though is varied in that we would need
to look into the reason for the visa cancellations themselves. To an extent it actually means
they are doing their job.

Senator CARR—It might also be that some of them that are listed are actually huge
providers and the proportion of students they have that have their visas cancelled might be
relatively small. | notice a number of public institutions have a very large number of visa
cancellations. This alone does not demonstrate there is a problem, but where there is a small

college which has a large number of visa cancellations suggests to me there is something that
requires further attention.

Ms Henry—But there could be a whole range of reasons for that, and that is the issue.
Unless we were able to analyse it, we could not give you a definitive answer on that.

Senator CARR—Is the Sydney Business and Travel Academy till on CRICOS?
MsHenry—Yes.
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Senator CARR—You mentioned there has been an improvement in the communication
between DIMIA and DEST. Does it go to the issue of an exchange of information of a watch
list of colleges?

M s Henry—We certainly do have discussions about providers of interest, yes.
Senator CARR—Isthat new?

MsHenry—No it isnat, it isan ongoing process for us.

Senator CARR—Have there been more frequent discussionsin recent times?

Ms Henry—I would say that we are increasing the level of communication that we are
having, but it is on a variety of issues including aspects such as pastoral care, for example.

Senator CARR—I noticed with some of the public ingtitutions there are still quite
significant levels of cancellations of 18 and 17 per cent. Do you have a figure at which you
start to become concerned? Is there a ratio of cancellations to students that give you a sense
that there might be an issue?

Ms Henry—Again it would depend on the reason for cancellation. We have not struck a
particular figure but if it did occur to us that it looked unusual, then we would investigate it
further.

Senator CARR—Some universities, for instance, have cancellation rates of 17 per cent, 18
per cent, 10 per cent and 12 per cent, while others like Monash have six per cent and the
University of New South Wales has two per cent. There are quite significant disparities there.
| would have thought a rate of 18 per cent would start to get on the high side. Have you had a
look at that?

M s Henry—No, we have not.

Senator CARR—Can | draw your attention to that information? | will be happy to give
you those answers if you have not already seen them.

M s Henry—Thank you, | would appreciate that information.

Senator CARR—You can do your own sums to see whether or not my conclusions are
accurate.

M s Henry—Thank you.
Dr Harmer—I would think 18 per cent is pretty high. We will have alook at that.

Senator CARR—There is an issue that has been drawn to my attention with regard to
education agents. There are plans afoot within the government, | understand, to improve the
regulation of migration agents and education agents. Are you familiar with those plans?

Dr Jarvie—Yes, a discussion paper was put out by DIMIA on 26 May about options for
regulating migration agents overseas and tracking the immigration related activities of
education agents.

Senator CARR—Isit the intention to register agents?
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Dr Jarvie—The document canvasses a whole range of options with regard to the migration
activities of education agents. There is a range of options going from some sort of sef-
regulating model to a regulation model. The document is out for discussion.

Senator CARR—Yes, | appreciate that. Does the department have a view that it is easy to
distinguish between educational work and migration work undertaken by education agents?

Dr Jarvie—The document says that there is sometimes a fine line between it. Certainly a
lot of education agents are registered migration agents.

Senator CARR—Yes, and no-one should have any complaint about that. But my question
goes to those agents that are not registered as migration agents but offer advice to
international students about where they can undertake study, and it seems to me that thereisa
logical connection therefore with migration work. It would be very difficult to prove one way
or the other but it is not an unreasonable conclusion to draw that there is advice being offered
astowhereto enrol et cetera.

Dr Jarvie—They certainly are education agents, so their primary purpose is to work for
education providers in Australia, to locate students, and then sometimes they will help these
students put visa applicationsin.

Senator CARR—That is the question. Once they start doing that, they cross the line.

Dr Jarvie—They can be essentially a post-box or if they are giving actual migration advice
they are meant to be registered as a migration agent.

Senator CARR—That is right. The exemptions to that are members of parliament and a
few others—there are very tight exemptions rules, aren’t there?—and that is about all. | am
wondering how it is possible for an education agent to be recruiting international students to
come to Australia without having some immigration implications—that is, visaimplications.

Dr Jarvie—I think the case is that some education agents that do that simply essentially
operate as education agents, but certainly many of them do operate as migration agents.

Mr Zanderigo—The discussion paper from DIMIA canvasses a range of models for
regulating both current migration agents and education agents who are not also registered as
migration agents. Indeed, as you point out, a key part of the education agents' work isto help
students with their visa processes. The discussion paper canvasses ways in which even outside
Australia education agents are hel ping students with their visa processes. If those agents are
providing poor advice on migration regulations and if the compliance profile of those agents
shows that a lot of their applications contain fraud, then the paper canvasses the options to do
with imposing sanctions on those agents to control their behaviour. We fully support that.

Senator CARR—The options go to national registration?
Mr Zanderigo—That is one of the models that has been canvassed.
Senator CARR—What would the response of the department be to that model ?

Mr Zanderigo—We support all the models that have been canvassed. We think they all
merit consideration. There is quite a long period for submissions to be made to DIMIA in
response to the paper.

Senator CARR—S0 you have no formal position yet on a preferred model ?
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Mr Zanderigo—No.

Senator CARR—There has been a dispute concerning the Australian Council for Private
Education and Training, which has raised concerns regarding the current system of
accreditation of English language training providers and NEAS. They have made the point
that, in their view, it is inappropriate that national accreditation in this area should be
contracted out to a private company owned by an industry association. Are you familiar with
this complaint?

M s Buffinton—Yes.

Senator CARR—I note that there has been some public debate on this matter, so it is not
exactly a private matter. | wonder if you can acquaint the committee with the details of the
establishment of NEAS as the accreditation body. What was the process that led to that?

Ms Buffinton—The background that | understand was that NEAS Australia was
established back in the early nineties. In the late eighties and early nineties there were some
issues of English language provision and quality control, and NEAS was established, as |
understand it, in the early nineties. It grew out of the group English Australia, which was
involved in the setting up of NEAS. In the last 10 years, there has been a large humber of
other providers, so there are now people who are providing English language who are
members of English Australia and members of ACPET who are English providers. The
accreditation agency NEAS is an accreditation agency in, | think, New South Wales. It has a
legidative base. It is used in other states by recommendation, not on the basis of legislation.
The background to NEAS isthat it has been in existence for more than 10 years.

Senator CARR—That is right—since 1990. ELICOS was actualy invited to establish
itself as the accreditation body by the Commonwealth, if my recollection serves me correctly.
| am wondering how appropriate that remains today, given the changed circumstances,
particularly when | see the NEAS publication. NEAS Australia, in the introduction, says, ‘ The
members of the council of Education Australia are members of NEAS Ltd." Is there not a
problem when one particular industry group controls, by way of legisation and by way of
Commonwealth invitation, the accreditation process for the industry as a whole when there
are competing industry groups?

M s Buffinton—There is currently an active debate. You are obviously aware that ACPET
has raised the issue. English Australia is aware of the issue, obviously, as is NEAS. The
Commonwealth position is that we welcome the current debate that all three parties are
actively involved in. It is requiring people who have been in the industry for a long time
looking at whether they need to be more flexible or looking at whether there are changes but,
rather than taking any one side at this stage, we are encouraging this debate. It is highly
appropriate that in 2004 it is time for the various groups to look at whether the current model,
something that was set up in 1990, is still relevant.

Senator CARR—The situation, though, is that Education Australia has a permanent seat
ontheboard. That isright, isn't it?

M s Buffinton—English Australia, yes.

EMPLOYMENT, WORKPLACE RELATIONS & EDUCATION



EWRE 110 Senate—L egidation Thursday, 3 June 2004

Senator CARR—That is because the Commonwealth initially approached that
organisation. Isthat right? Is that the reason for them having the permanent seat?

M s Buffinton—I| must admit, | do not think anybody today would have background. We
are happy to take on notice the foundation and why they run board.

Dr Jarvie—Perhaps we should say that the NEAS board itself accepts now that thereis a
need for change and to look at it. It has already identified some proposals and has written out
to a number of groups—all of the accredited colleges—with some ideas for how it might
change it and make it more broadly representative. We welcome those sorts of initiatives.

Senator CARR—Don’t you reckon the whole thing is a bit of an anachronism? Given now
we have the Australian Qualifications Framework, why isn't the international industry
accredited the same way as the domestic industry is accredited, with Australian accreditation
procedures rather than private accreditation procedures?

Dr Jarvie—You are saying, ‘Why shouldn't you bring it in under the Australian
Qualifications Framework?

Senator CARR—Yes, why not?
Dr Jarvie—That is a much broader and bigger issue.

Senator CARR—BuUt why isn't it? | am saying the whole process was established in 1990,
when the industry was miniscule by comparison. A special privilege has been extended to one
particular body, and that whole circumstance has now changed—there is a whole range of
bodies. There is clearly a dispute within the industry. The registration procedure lacks
credibility because there are disputes about the nature of the process. Why isn't it all under the
same public control as all other registered training organisations are, given that they have to
register anyway if they want to offer a whole range of RTO benefits? Many of them have that
registration. Why is it necessary to have a separate private registration process?

Dr Jarvie—You are raising a valid question, but that is an issue that states and territories
would have to take into account as well. | can argue it both ways. | can see some advantages,
rather than having each state and territory accrediting authority having to develop the
expertise in English language, in having an industry run body to do the accreditation. You can
argue on efficiency grounds to have one national body for Australia.

Senator CARR—ADbsolutely.

Dr Jarvie—That is an efficiency argument. The debate that is happening now is whether it
should come into the Australian Qualifications Framework.

Senator CARR—It strikes me that it is an issue that the Australian Public Service should
beinterested in, that this department should be interested in—

Dr Jarvie—No.
Senator CARR—You do have the responsibility for running CRICOS.
Dr Jarvie—Yes, we have aresponsibility for accreditation arrangements for CRICOS.

Senator CARR—That is right, you have a central role in regulatory framework. It strikes
me that you also have a capacity to bring people together on these issues and to make
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recommendations as to the directions that should be followed to the minister. | take it that has
not happened.

Ms Henry—I would like to clarify that the accreditation responsibility actually lies with
the states and territories.

Senator CARR—We have been through this. It is Commonwealth legidlation—the ESOS
legidation—that overrides the states, if you so choose, where there is a conflict. Yes, it isa
partnership and all those things occur, but the Commonwealth legislation is clearly a matter
here which has some significance.

M s Henry—Yes, but the process itsdlf is actually with the states and territories.

M s Buffinton—There is a debate currently and certainly what we can take on board is that
we need to have alook at what role we play.

Senator CARR—It needs to be sorted out, and | do not think it is appropriate just to watch
the gun flashes on the horizon on this one. We all acknowl edge the importance of this industry
in terms of the national economy. Is there any provision within the current ESOS
arrangements to allow for providers to actually raise concerns about state regulators? What is
the process for complaints about state and territory authorities under ESOS?

MsHenry—Thereis no formal processin place, but providers would be at liberty any time
to raise thoseissuesif they had concerns.

Senator CARR—BUt thereis no legal process to do that, isthere?

Ms Henry—Not that | am aware. There is no legal process but we would welcome
comments if they had them.

Senator CARR—Do you often have complaints from providers about state authorities?

Ms Henry—I am not aware personally of complaints, but | am sure they do arise from
timeto time.

Senator CARR—I would like to raise the issue of Bridge Business College with you. Is
the department aware of claims that Bridge Business College is poaching students from other
providers by offering them flexibl e attendance regi mes?

MsHenry—Yes, weare.

Senator CARR—Are you aware that there are claims being made that Bridge Business
Collegeistelling students that they will only have to attend for one day per week?

Ms Henry—I| am not specifically aware of that claim, but | am aware of the flexible
attendance issue. In recent times we have undertaken visits to Bridge Business College and
we are aware of some issues relating to them. It is under active investigation. | would prefer
not to discussit.

Senator CARR—I would like to talk about the Australian College of Physical Education.
This has CRICOS registration number 01822J}—I am sure you have an officer there who
knows that. That has recently changed hands. It was formerly owned by the Sydney Church of
England Coeducational Grammar School and its new owners are Mr Peter Cornish, and
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former council member Mr Robert Dunnett. Has there been any examination of that sale? Are
you aware of that sale?

M s Henry—At this stage we are not aware of the change of ownership issue. We would be
happy to take any information you have.

Senator CARR—I might do that; you can talk to us later. Are you aware of Harbridge
UniCoallege, University of Wollongong in Sydney?

MsHenry—Yes.

Senator CARR—It isacollege that is not registered on CRICOS, | am told.
MsHenry—VYes, that is correct.

Senator CARR—I amalso told in the top rating in Sydney.

MsHenry—They are only operating in the domestic market at the moment, so they are not
recruiting.

Senator CARR—It claims to be a training partner of Perth RTO, Auston Institute of
Management and Technology. Were you aware of that?

Ms Henry—No.

Senator CARR—Has there been an approach to CRICOS for registration?

M s Henry—They have applied to the VETAB for registration.

Senator CARR—Are they currently offering overseas students study courses?
M s Henry—They are not recruiting at the moment.

Senator CARR—Is it the same Harbridge college that claims on its web site to have credit
transfer arrangements with the University of Wollongong?

M s Henry—I am not familiar with the web site. | can take that on notice.
Senator CARR—Could you have a look at that for me?
MsHenry—Yes.

Senator CARR—You are saying that it has no students?

M s Henry—It is not recruiting international students at this point.
Senator CARR—It has domestic students?

MsHenry—Yes.

Senator CARR—How many domestic students?

Ms Henry—I am not sure. On a point of clarification, we do not know whether they even
have any domestic students.

Senator CARR—If they have no students, how come they have a teaching staff?
M s Henry—Probably in preparation for getting students.

Senator CARR—Mr Michael Megas is associated with a number of formerly failed
international colleges. | understand heis on the teaching staff.
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M s Henry—I am not aware of that, no.

Senator CARR—Has Mr Megas been brought to your attention in connection with the *fit
and proper person’ test in the ESOS Act?

M s Henry—You have previously raised him with us, yes.

Senator CARR—Has he been brought to your attention in relation to this particular
college?

MsHenry—Not that | am aware of, no.

Senator CARR—He has now. You will be able to confirm for me whether the college has
any students?

MsHenry—Yes, | am happy to takeit on notice.

Senator CARR—If it has no students, it would be interesting to know how it has an
income. |s Power Business Institute still operating?

Ms Henry—Yes, they are till registered. The information is that they want to maintain
their CRICOS registration.

Senator CARR—What is the association between the Power Business Institute and
Harbridge Unicollege?

M s Henry—Thereis none that we are aware of.

Senator CARR—Apart from Mr Megas, who | have mentioned. Are you aware of
Shafston International College?

MsHenry—Yes.
Senator CARR—What is happening there? | s there action planned with them?

Ms Henry—I am sure you are aware that the issue is now subject to criminal investigation
and we are monitoring the progress of that. It was the case with Shafston that they had a
minor breach of the ESOS legidation in relation to student support services, but we are
working with them at the moment to address that issue.

Senator CARR—BLUt the other matter is some offences related to a number of young
women. Isthat right?

Ms Henry—The alleged perpetrator is no longer associated with the college and neither
are hisrelatives, but it is subject to criminal investigation.

Senator CARR—Inwhat jurisdiction?

MsHenry—It isin Queensland.

Senator CARR—They are not Magistrate’s Court charges are they?
MsHenry—I amsorry, | do not have the detail.

Senator CARR—Has there been any discussion recently with Central Queensland
University concerning the operations of Campus Group Holdings?

M s Henry—No, not that we are aware of.
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Senator CARR—There was a review undertaken recently by Phillips Curran—are you
aware of that?

Ms Henry—No.

Senator CARR—There was an article in Campus Review on 7 April. Perhaps | will draw
your attention to it and we will come back to it another time if you are not familiar with that
matter.

M s Henry—Thank you.
Senator CARR—Thank you.

Dr Harmer—I would like to make a correction for the record. On Tuesday evening, Mr
Hoffman from the Indigenous education group advised the committee that the 2003 financial
acquittal for the IESIP, the Indigenous Education Strategic Initiative Program, by the New
South Wales Department of Education and Training was still outstanding. We received advice
today from our New South Wales office that the financial acquittal for the New South Wales
Department of Education and Training had been received in the office on Monday 31 May
2004 and was therefore not outstanding as indicated to the committee. | also have some
answers to table that we took on notice on Tuesday evening with Senator Crossin in relation
to Indigenous education programs.

[5.30 p.m]

Senator CARR—Dr Arthur, you have been recalled. Which ones do you want to deal with
first?

Dr Arthur—I can go through the ones | have in front of me, if that is going to work for
you, starting with the ingtitutional grants scheme.

Senator CARR—Yes, please. You have actually got my questions, which makes life alot
easier. | can just sit back and listen now. There is a danger, of course, that you will give me
answers to questions | do not want to hear—but that islife, isn't it?

Dr Arthur—Indeed. First of all, | can confirm that the basis of distribution for the
institutional grants scheme is research income combined from competitive grants income and
other forms of research income, research student completions and research publications. The
reason for the application of the five per cent cap on increases was indeed to provide a
moderating effect on the changes in allocation between universities which would otherwise
occur if the formula simply ran without any particular arithmetical limitation. It is not the case
that a decision has been made to retain the cap for the next three years. What the government
has said in its reaction to the Knowledge and Innovation evaluation is that it will consult with
the sector on two key issues: any changes that may occur to the research training scheme and
the future of the cap on the research training scheme and the institutional grants scheme. A
process of consultation with the sector on that will start next week. In fact | and a number of
my colleagues will be travelling to all state and territory capitals and a number of regional
centres to carry out consultations on those two issues in the next two weeks. Therefore the
following questions about how institutions have responded to this do not apply, because no
decision has been taken.
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Senator CARR—BLUt there is a view, is there not, that some institutions are adversely
affected? How are you going to reassure them that that is not the case?

Dr Arthur—It is certainly the case—as it must be—that, if institutions would have gained
more than five per cent had the cap not been applied and the cap is applied and they do not
gain more than five per cent, they would perceive that as an adverse outcome from the
application of the cap. That is absol utely inevitable from the government decision to impose a
cap. Deakin University is a university that has suffered no loss from the application of the
cap, in that it has not suffered any diminution in funding year on year; however, it has
certainly not gained as much as it would have gained had the cap not been in place.

Senator CARR—Who is advantaged by having the cap in place?

Dr Arthur—Those universities that otherwise would have had larger losses. The way it
operates is that a five per cent cap is placed on gains, and then gains that would have accrued
are redistributed.

Senator CARR—What | meant is. which universities are advantaged by the cap? Do you
havealist?

Dr Arthur—I can give you now the table for 2004. The institutions which are in brackets
are the ones that have suffered a variation in the sense of getting less; the ones that are in
positive numbers are those that, as you will see in the final column of the table, have received
aredistribution of that.

Senator CARR—What is the budgetary impact of maintaining the cap?

Dr Arthur—For completeness, | might mention that the questions also mention a figure of
Six per cent on losses.

Senator CARR—Yes.

Dr Arthur—That six per cent isreally just an arithmetic result of the redistribution. When
you redistribute wins over five per cent, it turns out that that means that no-one looses by
more than six per cent—that is, if you like, the dependent variable. In the case of the RTS,
when you apply the five per cent cap on wins, the result is that about 2.4 per cent, as | recall,
tends to be the maximum loss. There is no decision to apply either six per cent or two per
cent; the decision is to apply a five per cent on wins—the six per cent or the 2.4 per cent are
merely the arithmetic result of the five per cent decision.

Senator CARR—What is the budgetary impact?
Dr Arthur—There was no budgetary impact.
Senator CARR—How much is quarantined then? Is there a quarantined figure?

Dr Arthur—There is no quarantined figure; it simply is a fact which occurs every year
that, depending on the results of the movement of universities subject to the formula year on
year, a certain number of dollars will be more than a five per cent gain and those dollars will
then be reallocated by the application of the cap. So the amount of dollars in total that is
reallocated due to the application of the cap will change year on year. It is certainly very easy
for us to provide a table which shows the total dollars which have been reallocated in all the
years of the operation of the program.
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Senator CARR—Could you do that please? There is a bit of a push on at the moment to
remove the cap.

Dr Arthur—There are certainly a number of universities who have made submissions in
the Knowledge and Innovation process—and Deakin was certainly one—who advocated the
removal of the cap. There were also submissions—not surprisingly from universities who
have gained from the cap—arguing for the continuation of the cap.

Senator CARR—If you could show me what the net effect has been, that would obviously
hel p assess those claims.

Dr Arthur—Indeed. The tables that you have from the Knowledge and Innovation
evaluation and the table we have just provided show you, for all universities, the effects on
those universities. We can provide you with a figure of how many dollars have moved from
those who otherwise gained to those who have those who have won. That is a figure, although
itisnot aparticularly useful figure in evaluating that overall.

Senator CARR—AIthough it tells me whether or not it is a very large figure for some of
these ingtitutions.

Dr Arthur—The table you have tells you that for those institutions. The figure that isin
the final of those three columns—

Senator CARR—I see—the variation from the cap.

Dr Arthur—tells you the effect for each institution.

Senator CARR—That is probably al | need.

Dr Harmer—So, for example, Deakin University loses $1 million.

Dr Arthur—It would have gained $1 million.

Senator CARR—That means on that cal culation that Latrobe has not lost $100,000.
Dr Arthur—Correct.

Senator CARR—BUt for Macquarie it is $1.5 million. That is quite a serious issue for
Macquarie then.

Dr Arthur—It is certainly the case that Macquarie is an institution which has benefited
significantly from the operation of the cap on IGS—and it would be affected significantly
were that cap to be removed. That is certainly true.

Senator CARR—AnNd the ANU? | am surprised.

Dr Arthur—That is correct.

Senator CARR—Why the ANU?

Dr Arthur—Itis an effect of its performance under the formula.
Senator CARR—The ANU is protected by $1 million.

Dr Arthur—That is correct. As | say, the tables you already have from the material in the
Knowledge and Innovation white paper allow you to track back to the previous years in
exactly the same way.
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Senator CARR—Thank you.

Dr Arthur—What we will be doing in the consultations is providing options to the sector
for the future of the cap. The major option that will be presented is to retain the five per cent
cap for 2005, to move it out to 7.5 per cent for the following year and 10 per cent for year
following that. We will be providing tables as part of those consultations which set out the
effect of that. When we have those tables worked out, we will be more than happy to provide
them to the committee.

Senator CARR—Thank you.

Dr Arthur—We also will be consulting on what would happen if we were to change the
approach and cap | osses rather than wins. We will also be happy to provide the committee our
calculations on that.

Senator CARR—Thank you. How long before that will be ready?

Dr Arthur—We are just doing it for the consultations. It will be ready before the end of
the week.

Senator CARR—Tomorrow?
Dr Arthur—Well, we are on a plane on Monday so it needs to be ready before Monday.
Senator CARR—So0 thereis a reasonable chance we could get them early next week?

Dr Arthur—Yes, certainly. | think we have therefore covered your question about the
obverse of cap palicy. The table you have answers your questions about the application of the
performance measure.

Senator CARR—Yes, it does.

Dr Arthur—In terms of research student enrolments, | am not aware to our knowledge of
having recently carried out an analysis of trends in research degree completions. However, |
would have no reason to offhand doubt the trend that has a reduction in masters enrolments
vis-a-vis doctoral enrolments. My personal view of the reasons behind that is that it has to do
with a long-term history about the relationship between masters and doctorates in Australia. It
has to do with the prestige that is held to be associated with the doctorate as opposed to the
masters. To get at the reasons for that, you would have to go out there and | suspect do sample
surveys, including interviews. | think it is going to be a very, very complex set of reasons.
Whenever you are dealing with the choices made by a large number of individuas,
understanding the background to those choices is something one could speculate on, but to get
at it | think you would need to do some targeted research. | should correct the record: | said
that | am not aware of any research; it may that other areas have researched it, but | am not
aware of it.

Senator CARR—In terms of the literature you are familiar with, is it not the case that the
MAs used to be regarded as the apprentice PhD and that is no longer as prevalent?

Dr Arthur—That is certainly the case. | can recall back to my own days—and | have a
degree in arts, a doctorate in humanities and, as | say, | started out doing a masters at an
Australian university before doing a doctorate overseas—and that certainly was the case. We
have regular conversations with professional bodies in the area about these issues—for
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example, the deans and directors of graduate schools, which reoices in the wonderful
acronym of the DDOGS.

Senator CARR—Thisis another side of Dr Arthur—a sense of humour.

Dr Arthur—They call themselves that. It is an issue which is the subject of conversations
certainly within the sector. | do not think there are particular reasons in the research training
scheme formula which explain that. | am not saying there are not, but | offhand find it
difficult to see.

Senator CARR—There is an argument that the research training scheme as it is presently
congtituted has encouraged these trends.

Dr Arthur—I am aware of that argument. When | look at the number of variables which
affects the funding allocations under the RTS and consider the relative weight of doing a
doctorates or doing a masters compared with the relative weight of completing any particular
degree within time or not completing at all candidacies, as | say, we have not carried out
anything resembling the kind of regression analysis you would have to do to get right at that
issue. My personal view isthat it is hard to see what there isin the RTS which affects what
has been a long-term trend within Australian research circles.

Likewise with full-time and part-time enrolments, | do not have with me anything which
would confirm directly the figures, but | have no reason to doubt they are the figures cited in
terms of decline in part-time as opposed to full-time students. Again, | think you would need
to do targeted research to try to get out the reasons for that because you are trying to
disentangle the choices of a large number of individuals. Again, it is not easy to see without
doing some quite targeted analysis of what effect the allocative mechanisms that government
operate has had on that—not least because | am not sure that too many students have a
detailed understanding of the allocative indices operated by governments and take those into
account when making their enrolment choices. | could be wrong.

Senator CARR—That is a reasonable contention, | suspect.

Dr Arthur—One particular thing you asked about was James Cook University and the
systemic infrastructure initiative funding. The partners in that project are the University of
Queendand, the University of Sydney and the Great Barrier Reef Research Foundation. | do
not have details on financial contributions. | suspect thinking back we may not have that,
given the nature of the applications for the first round of Sll. It is possible some of that detail
isonthefile, but | certainly do not have it at the moment.

Senator CARR—Thank you. And we have not heard from the minister?
Dr Harmer—I am afraid not, Senator.
Senator CARR—Thank you.

CHAIR—We have concluded the consideration of estimates for the Department of
Education, Science and Training. | thank the officers and staff.

Committee adjourned at 5.45 p.m.
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