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1. OVERVIEW AND EXECUTIVE SUMMARY

The public interest 

The higher education sector plays a central role in enhancing the capacity of Australian commerce and industry to compete effectively in global markets, through professional training of the labour force and research.  Of equal importance is its role in the cultivation of expertise and talent for social and cultural development and in the creation of a skilled and informed citizenry to advance democracy and social responsibility.  

These essential public purposes provide the rationale for sustained public funding and public oversight of the sector’s operations and outcomes.  It also highlights the need for collaboration and consultation between different levels of Government in setting the policy framework for higher education.  

During the 1990s, growing tensions emerged between the roles of universities as business entities and their traditional roles as centres of education and the advancement of knowledge.  While in theory not mutually exclusive, these two roles have proved less compatible when undertaken in an operating environment characterised by reduced public funding, particularly since 1996.

These tensions raise serious questions regarding the balance of public interests in the policy and funding context, and must be addressed by the Commonwealth.

Commonwealth funding policy

While the NSW Government and the Commonwealth agree on the broad public interest purposes and objectives of higher education, there are considerable differences in emphasis and in the mechanisms adopted to achieve these goals.  In recent years these differences have become more marked and are preventing an appropriate balance between public and private objectives being achieved, to the detriment of universities overall and the communities they serve. 

The major issue is Commonwealth funding policy and the resulting distortions and weakening of the sector.  While the Commonwealth has encouraged universities to seek alternative funding sources, this private funding is not, in all cases, being applied directly to institutions’ educational operations, such as funding more student places or improving the quality of educational delivery.  Industry and corporate support, for example, is often directed to new commercial endeavours rather than compensating for reduced public funding for educational purposes. 
  In addition, not all institutions can readily attract alternative private funding.

As a consequence, NSW, together with other States, is under pressure to accept ever greater responsibility for addressing a range of negative impacts of Commonwealth funding policies.

Impacts for the State of Commonwealth funding cuts 

Given the inherent structural difficulties in the sector’s funding arrangements, the reduction in public funding since 1996 is having significant and potentially irreversible impacts.  The pressure on institutions for continued productivity savings is having an adverse impact across a range of areas of university operations, including limiting re-investment in infrastructure, staffing and curriculum.  Institutions are struggling to meet student demand from within their budget allocations, resulting in overcrowding, higher staff/student ratios and raising concerns about the quality and diversity of course provision. This has also increased pressures on State Governments to provide financial and other assistance to universities within their jurisdiction.

More critically, public funding cuts are forcing institutions to increasingly focus resources on commercial programs that are more likely to attract higher fees and industry support.  These changing priorities, and internal reallocation of resources by institutions, are eroding the capacity of the sector to deliver high quality outcomes across all disciplines, many of which serve an essential public purpose for the State and its regions.

Impacts on regional NSW 

The distortions in the sector, made critical by these developments, are more acutely experienced by newer, generally regional institutions.  Reduced funding, combined with the current formula for allocating funds amongst institutions, particularly disadvantages regional and newly established institutions that do not have ready access to alternative funding sources.  Given that regional universities make a substantial contribution to the economic and social development of their regions, their continued financial health and development should be supported in a more systemic and responsive way than by ad hoc and occasional funding measures.

Equality of opportunity

Commonwealth funding policy, particularly the recent funding cuts, presents barriers to lifelong learning which is a major goal of the NSW Government.  Educational equity in NSW is being advanced in a number of areas including co-location of senior high schools, TAFE and universities in cross-sectoral precincts.  These joint campuses depend for their success on strengthening the structural linkages and pathways between the sectors and enhancing the educational aspirations of groups with a traditionally low rate of participation in higher education.  To be active participants in such schemes, including other cross-sectoral developments that advance lifelong learning, universities require adequate resourcing. 

Public liabilities and regulation of university entrepreneurial activities

The refocussing of university resources and effort towards more commercial areas of activity has been welcomed by the Commonwealth as evidence that less regulation allows institutions greater flexibility in managing their activities in a competitive funding environment.  In reality, it has merely shifted the responsibility for many aspects of the sector’s operations to the States.   The evidence is that greater, rather than less, regulation may be needed, given the sector’s increasing takeup of entrepreneurial activities.  This situation creates additional and increasingly complex concerns for State legislators and administrators in protecting the public interest.

Role of State Governments in formulating higher education policy 

While the States are being compelled to accept greater responsibility for the sector, the formal role of State Governments in policy and planning in higher education has been steadily eroded.  This has occurred despite the 1991 Agreement Between Commonwealth and States in Relation to Higher Education which provided for consultative arrangements on national higher education policy.  In practice this has been largely Commonwealth driven, resulting in State and regional priorities being compromised.  The situation has worsened in recent years due to a paucity of independent advice to the Commonwealth Government.  

Parallel with these developments has been a decrease in the trend availability of system wide information, due to a lack of uniformity in reporting and delays in release times.  It is increasingly difficult to monitor trends over time or in an appropriate timeframe.

NSW Recommendations

(a) Adequacy of current funding arrangements

A substantial injection of public funding is required to restore the sector to an adequate funding level.  The proposal by the Australian Vice-Chancellors’ Conference for an immediate injection of $1 billion would be a useful starting point.  The Commonwealth should review the funding allocation model, in collaboration with the States and Territories, with the view to: 

· better reflecting costs of provision and the capacity of universities to leverage support from their communities - industry, alumni, and students 
· allowing institutions to retain an increased share of productivity savings
· giving consistent and transparent consideration to regional universities in standard funding arrangements, rather than limited ad hoc funding top ups
(b) Effect of increasing reliance on private funding and market behaviour on the sector’s ability to meet Australia’s education, training and research needs

The Commonwealth should recognise that university funding policy and structures are creating systemic problems which are causing serious distortions and strains in institutions in general and are having particularly adverse impacts on less established and regional institutions and important, and many less high profile discipline areas.  The Commonwealth should give particular consideration to:

· ensuring adequate public funding across the spectrum of disciplines
· more flexible and targeted funding arrangements for education in essential public services such as teacher education and nurse education, to acknowledge the significant constraints being faced by the States in addressing questions of balance and quality of supply
(c) Public liability consequences of private, commercial activities of universities 

Given the shared responsibility for and interest in the financial health and viability of universities, both Commonwealth and State Governments should agree on the scope and nature of the financial regulatory framework.  

The Commonwealth should accept that its funding results in public risks for which it should bear a substantial proportion of responsibility.

 (d)
Equality of opportunity to participate in higher education including:

Given the current contribution and future potential of cross-sectoral educational developments in raising educational aspirations and in the creation of pathways into higher education for traditionally under-represented groups, the NSW Government considers that:

· the Commonwealth and the higher education sector should assist in strengthening credit transfer and articulation arrangements across the schools, vocational and higher education sectors 

· a more collaborative Commonwealth/State model for planning and funding these developments is required

· further collaborative work should be undertaken between the school, VET and higher education sectors to remove barriers to and enhance opportunities in post-school pathways

(f)
Capacity of public universities to contribute to economic growth

(i) in communities and regions

Commonwealth funding decisions concerning regional universities should recognise their pivotal and unique role in regional economic development and more closely reflect Commonwealth industry policy. Any reduction in the funding allocation for regional universities is likely to see a comparable fall not only in the direct and flow-on economic impacts generated through expenditure, but also in their longer-term capacity to act as catalysts of sustainable economic development.  This has profound implications for rural and other regional communities.  Commonwealth funding incentives should:

· target universities which explicitly link their research capabilities, skills, technology and infrastructure with businesses in their region

· reward regional universities which incorporate commercialisation into applied research strategies

· target new and developing industries

The Commonwealth should match the NSW government’s financial and other commitment to the establishment of business or technology parks linked to regional universities.  Commonwealth tax incentives and business incubation programs, for example, would greatly assist regional universities to build on existing strengths and forge greater links to business.

The Commonwealth should urgently address the current shortcomings of communications infrastructure in and around regional universities. Regional universities are ideal targets for early roll-out of broadband, for example.  Ensuring that infrastructure gaps are filled initially through local networks, will not only directly benefit the universities themselves (through efficiency gains, improved education delivery, and new areas of research), but will also enable these institutions to attract more commercial partners.  Ultimately, ready access to expanded, efficient and integrated communications systems will benefit regional communities more generally.

(ii)   through research and development, both via immediate economic contribution of    universities and through sustaining national research capacity in the longer term

NSW supports the maintenance of a solid research foundation across the sector to ensure a healthy higher learning environment including: 

· adequate Commonwealth funding for a strong pure research base

· the establishment of “Centres of Excellence”, with particular regard to establishment of the proposed Internet Centre in NSW

· niche specialisations which differ across institutions

(g)
Regulation of the higher education sector in the global environment

(i)
Given the shared responsibility for and interest in the financial health and viability of universities, both Commonwealth and State Governments should agree on the scope and nature of the financial regulatory framework.  

The new quality framework, established under the Australian Universities Quality Agency, should be viewed as critical to the health and longterm development of the sector.

(ii)
That new Commonwealth/State collaborative arrangements be developed including: 

· new Commonwealth/State arrangements for collaboratively determining review and evaluation strategies for the sector 

· the provision of more timely data to the States by DETYA.  As the primary data gathering agency, DETYA needs to assure the provision of key data on participation, outcomes and resourcing of higher education to better support collaborative policy and planning development. 

2. PURPOSE AND ROLE OF THE HIGHER EDUCATION SECTOR IN NSW

Higher education is critical to the intellectual, economic, scientific, social and cultural development of the State and is a key factor in determining NSW’s competitive advantage in the global economy in the 21st century.  In advancing scholarship, in cultivating intellect and imagination, underpinned by principles of intellectual freedom, inquiry and openness, universities have an essential role in the creation of human “capital” in both its economic and social-cultural dimensions.  The NSW Government contends that any debate on the policy and planning framework in higher education should reference the following purposes and objectives of universities. 

Production of high quality graduates to meet public sector and industry demand

Universities have a major role in the creation of not only sufficient quantity of skilled workers, but more critically, a high quality workforce that is characterised by adaptability and creativity.  Development of this human capacity is critical in enabling NSW commerce and industry to compete effectively in global markets.  It is also vital in training for essential public services such as teaching and nursing for which the State is a major employer.

State and regional economic development

Universities make significant contributions to State economic development through their provision of advanced learning and professional training for large sections of the community; research capacities and role in the advancement of knowledge; and generation of high value adding and employment.

Universities are also major providers of educational exports, through full fee paying overseas students on Australian campuses, overseas campuses and educational services delivered overseas.  These exports are important economically in terms of direct revenue and indirect or “multiplier” effects related to increased student populations and associated services.

While all universities bring these benefits, such contributions are especially important in regional areas, where universities not only play a critical role in local skills enhancement, but also boost regional economic development more generally. 

Contribution to the State’s social and cultural development

No less important is the crucial role of higher education in the social and cultural development of the State and in furthering key social values such as understanding and tolerance. Complexities and tensions arising from globalisation mean that future decision makers in NSW industry and business will need a clear understanding and acceptance of the wider cultural, environmental and social dimensions of economic activities.  In preparing professional staff, universities have a major responsibility to instil ethical and moral principles alongside managerial or technical skills, and to foster an active and participatory civic spirit among future graduates.
 

Collaboration with government on major issues 

The higher education sector also has an active role in the search for solutions to broad ranging problems facing humanity including specific problems in NSW and its regions.  Universities are well placed to advance knowledge and to work with governments and industry in addressing issues such as environmental management (for example dry land salinity); biotechnology and associated ethical and regulatory issues; indigenous matters; health and welfare arrangements.

However the success of such applied research endeavours is underpinned by a strong basic or “pure” research capacity, driven by broad public interest imperatives.  This provides the engine room for research which has a more narrow or commercial application.

State role in higher education policy and planning 

Higher education operates within an economic and social context.  It must respond to both of these imperatives if it is to have relevance and a role in modern Australian society.  This means that funding and regulation of the sector must acknowledge its private and public benefits.  In practice, universities must have sufficient autonomy and intellectual freedom to seek answers to social, scientific and economic problems.  Institutions must also have adequate resources.

While acknowledging the critical role of universities in providing knowledge and expertise for commerce and industry, the broader socio-economic and cultural roles of universities, including the public benefits accruing to society and regions, provides the main rationale for Commonwealth and State governments having a shared responsibility for constructing the public policy framework which should govern the planning and funding of the sector.

Lifelong learning

Universities are also part of a wider education continuum, comprising schools, vocational education and training and adult and community education.  Development of links between the sectors assists in creating pathways to higher education for traditionally under-represented groups and facilitates lifelong learning.  For this reason, the NSW Government supports the establishment of a policy and planning framework in the sector that recognises and facilitates a “seamless” education system. 

The NSW Higher Education Sector

Diversity

There are 11 universities in New South Wales which are self-managing, self-accrediting bodies, authorised to confer their own degrees and established or recognised through their own Acts of Parliament. Of the 11 public universities, five are located in regional areas; four in metropolitan Sydney and one in outer Sydney.  The Australian Catholic University is a cross-State institution.  Universities are largely autonomous institutions, responsible for their day to day operations and management of their “business”.  University accountabilities are detailed below.

University accountability to State

Universities in NSW are essentially self-governing institutions, established under the parameters of State legislation, and accountable to the State Government for financial arrangements and university governance and operating procedures. State legislation applicable to NSW universities includes requirements for annual reporting and public auditing.

University accountability to Commonwealth

Universities receive funds from the Commonwealth for an agreed education profile, which is negotiated each year.  Additional funds are provided by the Commonwealth for research and targeted programs.  Universities are accountable to the Commonwealth for performance against the profiles and targeted program requirements.  Most of these accountabilities relate to quantum rather than quality of performance.

Non-university institutions

There are also 29 non-university institutions of higher education in NSW.  Under the NSW Higher Education Act, 1988, the State is responsible for the accreditation and review of higher education courses offered by non-university higher education institutions. Under this Act, the State is also responsible for the protection of the titles “university” and “degree” in NSW.  

NSW Government role in cross-sectoral developments

A number of the 11 public universities in NSW have collaborative arrangements with NSW TAFE institutes and high schools.  This involves co-location, sharing of infrastructure and greater educational flexibility in modes of study.  Examples are Charles Sturt University at Dubbo and the University of Western Sydney at Nirimba.  The NSW Government actively supports such arrangements as they serve the lifelong learning needs of the community, better meet industry requirements and also maximise the use of public assets.
3. NSW GOVERNMENT RESPONSE TO THE TERMS OF REFERENCE

(a)
Adequacy of current funding arrangements

(i) the capacity of universities to manage and serve increasing demand

(ii) institutional autonomy and flexibility 

(iii) quality and diversity of teaching and research

Introduction

Since the Commonwealth-State agreement of 1974, public funding of universities in Australia has been a Commonwealth government responsibility. From 1974 to 1996, Commonwealth governments provided increasing levels of real funding to support growing participation in higher education and the capacity of universities to enhance teaching and research programs. 

Participation rates

Participation rates
 in higher education rose by 42 per cent between 1975 and 1996.  Total student enrolments (domestic and overseas) rose from 276,559 to 634,094 over this period.  Preliminary data for 2000 show total university enrolments of 695,485 students.

Funding since 1996

The introduction of the Higher Education Contribution Scheme in 1989 combined with continuing real funding growth from the Commonwealth resulted in substantial real increases in funding until 1996. On the basis of the Commonwealth’s data, an accumulated $2.2 billion has been cut by the Commonwealth from funding to Australian universities (in year 2000 prices) between 1996 and 2001. 
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(a) HECS Liabilities incurred by students include an element of subsidy by the Commonwealth for early payment discounts, 

remissions for special circumstances and bad debts.


Figure 1 draws on data presented in the Commonwealth’s Higher Education Funding Reports and utilises the Commonwealth’s Cost Adjustment Factor (CAF) index for the calculation of constant price estimates of funding trends.   On these data, increasing HECS liabilities from 1996 have effectively replaced the reduced level of total Commonwealth outlays on higher education.

This picture, however, disguises the full extent of the financial impact of the changed funding arrangements since 1996. The CAF by design takes movements in the Safety Net Adjustment Award as reflecting university salary movements for supplementation purposes. Thus while average salaries of academic staff increased by 13.2 percent between 1995 and 1998 and the CPI
 (used for non-salary indexation) increased 7.4 percent over this period, the Commonwealth’s CAF index increased by 5 percent. The Commonwealth’s cost indexation arrangements assume that universities can absorb the implied productivity savings required with no adverse impacts. 

If average academic salary movements are used in place of movements in the Safety Net Adjustment, the real accumulated cut in Commonwealth funding to universities is in the order of $3.5 billion, in year 2000 prices, between 1996 and 2001. On that basis, real Commonwealth funding to higher education is now some 20 percent below that of 1996.

While there may be some dispute on technical points about the precise level of real cuts to Commonwealth higher education funding, there is no dispute about the broad intent and extent of these changes.

The recently released Commonwealth Innovation Statement “Backing Australia’s Ability” and small increase in regional places announced in the 2001/2002 Commonwealth Budget are welcome initiatives.  However they will have little impact on funding for the majority of university teaching programs over the next few years and will not address the debilitating reductions in funding per student load unit.

Negative impacts of Commonwealth funding policy

In addition to increased HECS liabilities for students and their families (up from 11 per cent of NSW university revenues in 1996 to 20 per cent in 1999), Commonwealth funding policy has forced universities to rely increasingly on other revenue sources (fees and charges increased from 14 to 20 per cent over the same period).  Universities also have had to realise substantial ongoing productivity savings to fund targeted growth in student load and to maintain teaching and research capacity.

Targeted undergraduate student load requirements
 for all universities across Australia have increased in aggregate by 4.5 per cent between 1996 and 2000. However, funding per unit of targeted load (EFTSU), has been cut in real terms some 6.5 percent.  The outcome of these developments is that universities are being challenged to do “more” with “less”.  As the “jam is spread more thinly”, many areas of university operation are coming under increasing strain.  Quality and diversity of provision are under threat as institutions focus more on “quantity”, efficiency and revenue generation to accommodate a reduced public funding commitment.  

Declining safety margins

Since 1996, financial safety margins
 across the national university system have declined by almost half – from 6 percent in 1996 to 3.3 percent in 1999 - indicating the increasing difficulty institutions are experiencing in meeting their operational costs within the existing funding framework. In 1999, five institutions nationally experienced negative safety margins, two of these being in New South Wales. Many other universities had safety margins of less than one percent.

The current ratio, which measures the ability of institutions to meet short-term obligations, has shown similar trends. The Commonwealth Triennial Funding Report indicates that five institutions nationally had current ratios below the benchmark indicating potential risk in 1999.  The institutions facing the greatest challenge and needing the strongest support are those in regional areas and those with less established infrastructures.

Universities in New South Wales have undertaken substantial administrative and academic restructuring and rationalisation in recent years, to contain costs whilst endeavouring to maintain adequate range and quality of programs. These endeavours are endorsed and supported. However, a major concern is that these initiatives service continuing savings in Commonwealth outlays rather than enabling institutions to invest in renewing and strengthening physical infrastructure and human resources to pursue their charters.

Cost-shifting from Commonwealth to States

There is also evidence of cost-shifting from the Commonwealth to the States.  As the Commonwealth continues to withdraw its support for the higher education sector, State Governments are coming under increasing pressure to fill the void in Commonwealth funding provision.  In nursing education, for example, the high fixed costs of clinical experience, have caused many institutions to reduce the level of supervision and duration of hospital based training.  This means that non-academic hospital staff have to assume a greater role in teaching and supervision, or face a lowering in quality of those entering the profession.  This places added strain on State health systems.

States are also under pressure to assist universities in packaging their educational offerings to overseas students.  This includes extending transport concessions to overseas students and granting exemptions from school fees to the children of overseas students.  If overseas students in NSW were granted transport concessions, on current enrolment rates, the costs to the NSW Government would be estimated at $3 million. 

Basis for Commonwealth funding policy

Commonwealth funding policy since 1996, as articulated in its Triennial Funding Reports, has been based on the following propositions:

· Cuts to public higher education funding are appropriate to meet fiscal management objectives

· Capacity exists for further productivity savings in universities and these should accrue to the Commonwealth budget bottom-line

· Increased private contribution to the funding of higher education is desirable - from students, industry and other sources 

· Increased deregulation and wider availability of full-fee places for local undergraduate (since 1998) as well as post-graduate course-work students will contribute to improved student choice, financial strength of universities and quality of programs

Impacts on regional universities

While the need for prudent fiscal policy is undisputed, and balance of public and private funding is important, the impact of Commonwealth funding policies is having significant, though differing, effects across the sector. The continuing pressure to deliver growing numbers of targeted, so-called fully-funded, student places with declining real funding per unit of student load, adversely affects all universities, but has particularly adverse impacts on regional universities and discipline areas which lack the market power and opportunities to access alternative funding sources. 

For example, the costs for regional universities of access to bandwidth for information and communications technology are approximately triple the costs for metropolitan universities. Given that such links are becoming crucial in the production, interpretation and dissemination of knowledge, this inequity is compounded.  

Impact on quality and diversity 

A particular concern over recent years, arising from the funding arrangements and the real Commonwealth across-the-board funding cuts, is the pressure on institutions to downgrade some important areas of delivery in order to better support programs which promote their institutions to the fee-paying market and which encourage industry support. While institutional marketability domestically and globally is essential, there is growing evidence of distortions in resource allocations occurring within institutions. In several key fields, nurse education and teacher education being examples, serious questions exist regarding the capacity of universities to keep pace with changing professional requirements. These concerns are covered in greater depth later in the submission.

One-size-fits-all funding

The One-size-fits-all nature of core Commonwealth funding arrangements has therefore been insensitive to the particular circumstances of individual institutions and caused distortions in funding across discipline areas. Rather than supporting and enhancing excellence across the system, weaknesses have been created which need urgent policy and funding attention. 

The Relative Funding Model, while resourcing institutions according to student load and discipline, has no mechanism to consider other criteria in its funding allocations.  In particular, the model does not consider the capacity of universities to generate sufficient revenue or their development needs.  However, in addition to serious concerns about the funding model’s adequacy, these shortcomings are arising from changes in cost structures since the model was first developed over a decade ago.

NSW Recommendations 

A substantial injection of public funding is required to restore the sector to an adequate funding level.  The proposal by the Australian Vice-Chancellors’ Conference for an immediate injection of $1 billion would be a useful starting point.

In addition, the Commonwealth, in collaboration with the States and Territories, should review the funding allocation model with the view to: 

· better reflecting costs of provision and the capacity of universities to leverage support from their communities - industry, alumni, and students 
· allowing institutions to retain an increased share of productivity savings
· giving consistent and transparent consideration to regional universities in standard funding arrangements, rather than limited ad hoc funding top ups
(b) Effect of increasing reliance on private funding and market behaviour on the sector’s ability to meet Australia’s education, training and research needs, including its effect on:
(i) Quality and diversity of education

The resource pressures facing universities, arising from the Commonwealth’s deregulatory approach to higher educational delivery and funding policies, have caused many universities to focus increasingly on high demand disciplines, likely to attract corporate support and the interest of the full fee paying market. 

There is no argument that the new entrepreneurial or commercial face of universities is a rational response by the sector to decreasing government funding and to growing competition in a global higher education market.  There is also evidence that many of these activities by universities, particularly in terms of garnering industry support for research, have been very productive for all participants.

However, recent media reports have highlighted the competing pressures facing universities, particularly the difficulty in maintaining quality whilst aggressively developing new markets and funding sources. While there has always been some expectation from full fee paying students and industry of a positive return on their “investment” in higher education, the stakes are higher given the increasing reliance of institutions on this revenue.  This is creating new pressures for universities arising from increasing institutional accountability and public scrutiny of university administrations.

A further adverse consequence of the shift towards a market model of operation, is that some important discipline areas are being relegated and given inadequate funding.  This is because the resources to pursue excellence are not available across all disciplines.  The NSW Government is particularly concerned at the impacts of these policies on the quality of university based teacher education and nurse education.  These fields of study do not have the potential to access corporate support or the full fee student market, yet the provision of high quality graduates in these disciplines is critically important to the State.  This issue is discussed in more detail in (b) (ii).

NSW Recommendations

The Commonwealth should recognise that university funding policy and structures are creating systemic problems which are causing serious distortions and strains in institutions in general and are having particularly adverse impacts on less established and regional institutions and important, and many less high profile discipline areas. 

The Commonwealth should give particular consideration to:

· ensuring adequate public funding across the spectrum of disciplines
· more flexible and targeted funding arrangements for education in essential public services such as teacher education and nurse education, to acknowledge the significant constraints being faced by the States in addressing questions of balance and quality of supply


(ii) Production of sufficient numbers of appropriately qualified graduates to meet industry demand

The following case-studies illustrate the adverse impact of Commonwealth funding policy on university outputs (ie quality and supply issues) in teacher education and nurse education, both of which are important areas for the NSW Government as an employer. 

Teacher education

Specific impacts for teacher preparation, arising from the lower funding priority accorded to education faculties, include reduced capacity to provide effective professional experience as part of initial preparation; reduced class contact hours; and increased student load to staff ratios.  Negative impacts on curriculum include cutbacks in higher cost teacher education programs such as technology and applied studies; and the maintenance of differential HECS for mathematics, science and technology, although there are teacher shortages in these areas.  In addition, reduced public funding has reduced student intake in post-graduate education study, following the introduction of full fees.

Part of the problem is that funding to discipline areas is determined by institutions themselves, from within their overall operating grant.  This approach to the resourcing of teacher education denies the State as an employer any influence over the quantum of training places, the balance of provision (primary versus secondary; discipline requirements such as mathematics) or quality of provision.  Employers, including the State, have limited influence in the correction of teacher shortage or over supply. 

The recent Review of Teacher Education in NSW undertaken by Gregor Ramsey, Quality Matters, highlighted a number of areas of major concern in relation to teacher education. The principle finding of the review was the link between students’ learning outcomes and the quality of teaching.  Gregor Ramsey made a significant case for teaching as the critical profession as it impacts on all other professions and on all people in the community.  He argues that this should be reflected in the priority given to the planning, funding and reporting of teacher education by both the Commonwealth and those institutions that are engaged in it.

The Review also noted the general downward trend in teacher education load within universities, despite the need for resources to be directed towards improving the professional development of current teachers, given the increasing complexity of teaching; that the professional experience component of initial teacher education courses is now less than the best practice recommended for teacher education and below the average for most other professions; and that the cost barriers to post-graduate study have removed a channel for educational research findings to be integrated into classroom practice.

Nurse education

Nursing preparation within universities presents similar issues, with public funding cuts impacting on the quality and supply of nursing graduates.  NSW Health has argued consistently that the numbers of graduate nurses are insufficient to meet demand.  Since the 1994 transfer of funding responsibility for nurse education to the Commonwealth, there has been a cumulative shortfall to 1998 of 1,473 graduating students.  This is notwithstanding a formal agreement between the Commonwealth and NSW that targeted enrolment load and completion levels would be maintained.

As with teaching, post-graduate study in nursing has also reduced significantly since the introduction of full fees, with negative impacts for specialty nursing practice.  Midwifery is particularly affected, as post-graduate study is required to gain this initial professional qualification. 

A major concern relates to inadequate funding of clinical training.  This has reduced the availability and duration of clinical placements, and shifted greater responsibility for student supervision to non-academic hospital nursing staff.  Concerns are now being raised as to the clinical relevance of some under-graduate nursing programs and the work readiness of nursing graduates.  There is also increasing pressure on the NSW hospital system which is not resourced for nursing training, and is in conflict with the Commonwealth agreement to maintain the clinical experience component of preparation acceptable to State nurse registering authorities.  

These concerns underscore the importance of the recently announced National Review of Nursing, proposed by NSW and other Health Ministers, and the Inquiry into Nursing currently being conducted by the Senate Community Affairs References Committee.

NSW Recommendations

The NSW Government is undertaking wide ranging consultations in relation to recommendations made by the NSW Teacher Education Review.   The Government’s policy directions will be contained in a White Paper to be released later this year.  Close collaboration with different levels of government and the support of universities will be essential to pursue these new directions.

NSW sees the issue of teacher supply as fundamental and proposes that the Commonwealth engage in discussion with states to develop collaborative planning and activity based funding models that more adequately address the needs of the State in terms of number, quality and balance of provision. This will need more flexible and targeted funding arrangements than is currently the case.

NSW also suggests that the overall level of funding to teacher education should be enhanced to better reflect the importance of teaching as the critical profession for the learning society of the twenty first century.

The Review of Nursing should proceed quickly, include consultation with the States and Territories and produce recommendations to address the funding and quality issues facing university based nursing preparation.  In this context, consideration should be given to:

· establishing new mechanisms for collaboration and consultation between the Commonwealth, States and Territories, and universities on the supply and quality of nursing graduates

· introducing Commonwealth Government post-graduate scholarships in nursing, to support greater specialisation in the profession

· Midwifery and other qualifications leading to an initial qualification, representing a minimum requirement to practice, should be fully funded and be within HECS

· universities should be adequately funded for clinical placements, within quarantined funding for nursing education places.



(c)
Public liability consequences of private, commercial activities of universities

While the Commonwealth is pursuing a more market driven approach combined with a stringent funding regime, in practice what is developing is a more complex regulatory environment with a range of unresolved tensions across the system.

Commonwealth grants represented only 51 per cent of NSW university revenues in 1998, down from 57 per cent in 1996.  DETYA projections indicate Commonwealth grants will be in the order of 45% of total funding by 2003.

The decline in Commonwealth Government funding to universities in recent years has increased the reliance by universities on income from non-government sources.  While growth in HECS funds has been significant, universities view HECS as a substitute for lost Government funding, not a top-up that increases resources within the system
.   As a result, the creation of companies by universities to engage in commercial activities has become more common.  This involvement in commercial ventures has brought mixed results
.  For example, there have been instances where Australian universities have been forced to use publicly sourced funds to support failed projects undertaken by their “independent” business entities.  In short, universities have become exposed to ever greater risk, either financial or in terms of standing and esteem. 

This shift in financial arrangements exposes an anomaly in the respective roles and responsibilities of Commonwealth and State governments in higher education.  While Commonwealth funding policies are a key factor in driving the trend for universities to become more entrepreneurial, State and Territory Governments have the responsibility for regulating universities’ financial arrangements to ensure probity and financial health, including appropriate regulation of university subsidiaries and joint ventures. 

The NSW Government is currently reviewing the financial regulation of universities. The outcome sought is a clear and coherent regulatory framework, reflecting contemporary circumstances, which ensures prudent institutional financial management and safe-guarding of public interests whilst providing NSW universities with the necessary flexibility and capacity to strengthen their financial base to support their missions.
The Commonwealth’s unilaterally determined policy framework and funding regime has created complex legal and regulatory questions for State Governments and for universities which must be resolved if probity and sound management of public institutions is to be achieved.  It is essential that regulatory structures preserve these vital public interests while at the same time not impede the development of institutions.  

NSW Recommendation

Given the shared responsibility for and interest in the financial health and viability of universities, both Commonwealth and State Governments should agree on the scope and nature of the financial regulatory framework.  

The Commonwealth should accept that its funding results in public risks for which it should bear a substantial proportion of responsibility.

(d)
Equality of opportunity to participate in higher education including:

(i) levels of access among social groups under-represented in higher education

In NSW, educational equity is being enhanced in a number of areas that could provide the basis for future collaboration between the Commonwealth and the States in funding and planning for the higher education sector. 

For example, co-location of vocational education providers, universities and schools in cross-sectoral precincts in NSW, is strengthening the structural linkages and pathways between the education sectors.  This in turn raises the educational expectations of groups for whom higher education participation characteristically has been below that of the general population. Positive examples are the Nirimba precinct involving the University of Western Sydney and the shared campus at Dubbo, involving Charles Sturt University.

Formal agreements and cooperative mechanisms have also been established to guide the sharing of resources and joint use of facilities between TAFE institutes and universities in NSW.  These links enhance educational and training opportunities through innovative jointly developed curriculum and collaborative teaching, professional development and research.  The Ourimbah campus on the NSW Central Coast, involving the University of Newcastle and TAFE NSW, is providing a valuable education resource for the region.

Given that there are many communities in NSW without a higher education presence nearby, opportunities should be explored to expand virtual cross-sectoral campuses across the state.  The Commonwealth will need to strengthen its commitment to enhancing information communications technology and bandwidth at regional universities for this option to be pursued more vigorously.

Articulation and credit transfer between TAFE and universities are also important in creating pathways to higher education for traditionally under-represented groups.  While seamlessness between the sectors benefits all students, the educational flexibility it affords is particularly valuable for students who may not proceed directly to university from school.  In this regard, TAFE NSW has extensive articulation arrangements in place with universities, some of which attract substantial credit for TAFE courses.  For example, the University of New England grants two year advanced standing in its three year Bachelor of Teaching (Early Childhood) program to graduates of the TAFE Diploma in Child Studies.

These existing linkages could be strengthened through a range of initiatives such as improved recognition and admissions arrangements and joint educational developments. There is also a need for effective joint strategic planning mechanisms that would provide advice on cross-sectoral matters.  An effective collaborative Commonwealth/State model for planning and funding these developments is therefore essential.

A further argument for enhancing opportunities for lifelong learning relates to changes in the economy and labour markets.  Students, as well as needing a wider range of understanding, application of skills and knowledge of work, are now making greater demands for clear employment outcomes from their courses.  In all sectors, this broader imperative is changing the traditional focus of provision.  In the school sector, high quality, rigorous courses, which provide a range of education, training and employment opportunities have been made available across Australia.  This is of particular benefit for students who might otherwise have become alienated from traditional models of education.

Traditionally, university entrance requirements have exerted a powerful influence on the nature of, and participation in, this curriculum.  But students now need a wider range of understanding, skills and experiences than can be provided by traditional academic programs.  They also need to stay at school longer to develop the knowledge, skills and qualifications for work and study in the 21st century.

In NSW with the introduction of the new HSC, new Industry Curriculum Framework courses are provided in seven key industry areas.  While universities have agreed to recognise achievement in these courses where the optional examination is taken, only two units of these VET courses may be counted towards a student’s University Admissions Index.  While these courses are growing in popularity, university entrance requirements continue to pose barriers for these students considering a pathway to university.

Further collaboration between the school, VET and higher education sectors is required to remove barriers to university entry for students who choose to pursue VET subjects in their senior secondary years.  This will require continuing work within all sectors to find ways of removing these barriers while ensuring principles of fairness, transparency and rigour are upheld.

NSW Recommendations

Given the current contribution and future potential of cross-sectoral educational developments in raising educational aspirations and in the creation of pathways into higher education for traditionally under-represented groups, the NSW Government considers that:

· the Commonwealth and the higher education sector should assist in strengthening credit transfer and articulation arrangements across the schools, vocational and higher education sectors 

· a more collaborative Commonwealth/State model for planning and funding these developments is required

· further collaborative work should be undertaken between the school, VET and higher education sectors to remove barriers to and enhance opportunities in post-school pathways

(f)
Capacity of public universities to contribute to economic growth:

(i) in communities and regions and

(ii) as an export industry

Universities make significant contributions to State economic development through their provision of advanced learning and professional training for large sections of the community; research capacities and role in the advancement of knowledge; and generation of high value adding and employment.

While all universities bring these benefits, such contributions are especially important in regional areas, where universities not only play a critical role in local skills enhancement, but also boost regional economic development more generally.  Amongst other things, regional universities: 

· are major employers in the towns where they are located;

· inject significant levels of expenditure into local and regional economies;

· attract expenditure from the rest of the State and - through overseas students - from offshore, thus generating additional export income for regional economies;

· act as accelerators in the development of regions by raising educational aspirations and participation in higher learning; 

· carry out high value adding activities;

· provide the skills, knowledge, infrastructure and creativity to stimulate local industry and new business ventures which sustain local populations; and

· often play important roles in regional economic planning, contribute to local government and assist in social and cultural development initiatives more generally.

1. Quantifiable economic impacts of NSW regional universities

The most readily quantifiable economic impacts of regional universities derive from the expenditure they inject into regional economies.  The largest portion of this expenditure is devoted to salaries and wages, much of which end up being spent locally.  In addition, the students attracted to regional universities also stimulate regional economies through their daily expenditure.  Taken together, university direct expenditure and student living expenditure brings tangible dividends to regional economies in the form of increased value adding and employment.  

Attraction of overseas students is particularly important, since it brings benefits not only to the region but to Australia as a whole through education and tourism export income.

The economic impacts of regional universities are more readily discernible in the towns where they have campuses.  For example, the University of Newcastle is the second largest employer in that city.  However, the impacts of regional universities are felt throughout the individual regional economies where they are located, and beyond.  Other regions also benefit when goods and services are sourced there by universities or when students reside in other regions.

Many goods and services, such as computers, machinery, and business services, are also sourced from metropolitan Sydney.  In this way regional demand actually boosts the metropolitan economy.  

1.1
The economic impact of universities’ direct expenditure

Currently there are five universities located in regional NSW. As at March, 1999, the following five institutions had a student enrolment of nearly 80,000; and directly employed more than 7,600 staff:

· Charles Sturt University, at Bathurst, Dubbo, Wagga Wagga and Albury

· Southern Cross University, at Lismore, Coffs Harbour and Tweed Heads

· The University of New England, at Armidale and Coffs Harbour

· The University of Newcastle, at Newcastle and on the Central Coast 

· The University of Wollongong, at Wollongong and Nowra, with plans for Bateman’s Bay  

In addition, a number of universities based in the Sydney metropolitan area operate facilities located in regional NSW.  Most of these are field sites with minimal expenditure or student presence.  The exception to this is Orange Agricultural College, which is operated by The University of Sydney.  Disaggregated information is not available for this institution, and it has therefore not been included in this economic impact assessment.

Taking into account wages, salaries, capital expenditure and all other operating expenses, and also allowing for leakages, the five regional NSW universities inject just under $600m directly into their regional economies each year.   This expenditure, in turn, generates flow-on production and consumption, so that each year university expenditure results in $823m value adding; and sustains a total of 20,550 direct and indirect full-time equivalent (FTE) jobs in regional NSW.

Economic impacts of regional NSW university expenditure, 1999



Annual direct operating expenditure ($m)#
Total direct and flow on value adding ($m)
Total direct and flow-on FTE employment generated

Charles Sturt University 
122
171
4,169

Southern Cross University
59
83
2,092

The University of New England
106
123
3,608

The University of Newcastle
166
246
5,926

University of Wollongong
134
200
4,754

TOTAL
587
823
20,550

#Operating expenses, less leakages.  Figures are also rounded off.



This figure represents 27% of the contribution of the education sector to Gross Regional Product and  is derived from the activities of just five universities, whose $823 million direct and indirect value-adding contribute 1.6% of the State's Gross Regional Product.  This excludes any effects of student expenditure on non-educational activities such as rent, services etc.  Overall, university value-adding and the students they attract generates 3.3% of total employment in regional NSW.

1.2
The economic impact generated by student expenditure

In terms of student enrolments alone, regional universities account for more than a third of total NSW enrolments. Just over half of these students are internal, many of whom originate from within the regions where universities are based.  The remainder are external students, most of whom live outside the region.  

In 1999, NSW regional universities also attracted around 7,500 overseas students, of which roughly two thirds were internal.  A year later, the total number of overseas students had grown to 10,125.  These students bring substantial export income to Australia, with fees alone estimated at $60m in 2000.
  In addition they bring foreign income through moneys spent on daily living as well as tourism.

The general regional economic effects arising from these enrolment patterns include the retention of a youthful population in regional areas resulting not only in social dividends for local communities, but also in the retention of expenditure which would otherwise leave regional economies.  Further, attracting students from outside the region (and overseas) brings increased demand for accommodation, consumables and services.

Economic impacts of student daily expenditure in Regional NSW, 1999



Annual student expend ($m)*
Total Regional Value added ($m)
Total Regional FTE  Employment generated

Charles Sturt University      

       
53
54
1,799

Southern Cross University             


23
24
794

The University of Newcastle           


75
83
2,613

The University of New England         


28
31
977

University of Wollongong              


51
55
1,638

TOTAL
230
247
7,822

*After the base case (See Appendices A, Tables A.5, A.6 & A.7, and Appendix B) 

Sources: CARE Input Output- Model of NSW economy; and DSRD estimates 

The NSW Government estimates that, after application of a base case which allows for leakages,

student daily living expenditure injects around $230m into NSW regional economies each year.  (This includes the daily expenditure of overseas students.)

When the direct and flow-on impacts are taken into account, this expenditure generates just under $250m in value adding annually, and sustains 7,800 full-time equivalent jobs.

1.3
Summary of the quantifiable economic benefits of NSW regional universities

It is estimated by the NSW Government that regional universities and their students inject a total of $817m direct expenditure into regional economies each year.  When the flow-on economic impacts are taken into account, this expenditure results in value adding of $1.1billion in regional NSW each year.  This generates more than 28,000 full-time equivalent jobs in regional NSW.

The value adding generated represents a major contribution to regional NSW.  The whole education sector in regional NSW contributes just over $3 billion to NSW Gross Regional Product (GRP);
  with 35% of this derived from the activities of just five universities, whose $1.1 billion direct and indirect value adding contribute at least 2.2% to the total Gross Regional Product across NSW.  This activity translates into 3.3% of total employment in regional NSW.  






Value adding impacts:





Value adding generated  ($m)


University 
Students
TOTAL 

Charles Sturt University              
171
54
224

Southern Cross University             
83
24
108

The University of Newcastle           
123
83
206

The University of New England         
246
31
277

University of Wollongong              
200
55
255

TOTAL*
823
247
1,070






Employment Impacts:





Number of Direct and Flow-on FTE jobs generated **


University
Students
TOTAL

Charles Sturt University              
4,169
1,799
5,968

Southern Cross University             
2,092
794
2,887

The University of Newcastle           
3,608
2,613
6,221

The University of New England         
5,926
977
6,903

University of Wollongong              
4,754
1,638
6,392

TOTAL
20,550
7,822
28,371

*Total of five regions




**Full-time equivalent jobs




Sources: ABS; DETYA; CARE Input-Output Model of the NSW economy; and NSW DSRD estimates

It is important to recognise that these figures represent only the quantifiable economic benefits of regional universities.  They do not include the considerable dynamic benefits generated by universities, and should, therefore, be considered as minimum estimates of the total economic benefit.

2.
Dynamic economic benefits of NSW regional universities

In addition to the direct and indirect economic impacts which accrue to regional NSW economies from the expenditure of universities and their students, these institutions also bring a number of highly significant dynamic benefits to their regions.  While these benefits are difficult to quantify, they should not be underestimated in the overall assessment of the importance of regional universities for regional economic and social development.

Apart from their obvious role in regional skills formation, universities also provide the expertise, knowledge, infrastructure and creativity to stimulate local industry and the new business ventures which sustain local populations.  The following examples illustrate some of the ways in which regional NSW universities are actively contributing to more sustainable economic development for regional economies.

2.1
Building on comparative advantage

A number of regional NSW universities have set up projects designed to build on their existing comparative advantage through, for instance, improving rates of production, or developing new ways of adding value.  This is especially important in regional economies where production tends to be concentrated in the early stages of the value chain, with relatively limited value adding or product enhancement.

One of the most recent examples of this is at Southern Cross University at Lismore, where the Cellulose Valley Technology Park has been established as a centre of excellence for research and commercialisation of plant-related products and technologies.  The university is already the largest single employer in Lismore, and the technology park will bring more investment and employment into the town and its surrounding region.  Since 1998, 60-70 research jobs have been created leading to the commercialisation of native plant products.  By 2004, it is expected that nearly 600 people will be directly employed at the park, bringing not only increased expenditure to the region, but also new technology and vital commercial skills.  

2.2
Building on competitive advantage

Regional NSW universities also have a long history of using their research capabilities and infrastructure to build upon existing competitive strengths.  One example of this is the University of New England, which has established a number of ventures, such as the Animal Genetics and Breeding Unit, to maximise its research strengths in agricultural sciences and Northern NSW’s competitive strengths in agriculture.  

Significantly, the various research facilities now located in and around the university are leading the region’s use of information and communications technology.  Already the university, allied with several of the research and commercial establishments, is seeking ways to improve connectivity within the region.  In particular, these interests are looking to improve broadband access in and around Armidale.  The dynamic gains to be obtained from such improvements in communications infrastructure will ultimately bring significant benefits and opportunities to the region in terms of access and numerous other applications.

2.3
Universities as agents for industrial re-structuring

Regional NSW universities also often play a critical role in industrial re-structuring when they foster new industries and business.  One of the most recent examples of this is the decision by Nortel Networks Australia to locate a major wireless research and development facility at the University of Wollongong.  

The arrival of a world leader in wireless research and development, and the ongoing success of the facility, has engendered new aspirations in the community and demonstrated to the broader investment community the region's capacity to accommodate hi-tech industry.  Equally important, the presence of the company has helped to change the image of the region as a ‘traditional’, smoke-stack economy.  The Illawarra is increasingly being seen as viable location for other, high value adding activities.  These factors all help the Illawarra to project itself as a forward-looking region, one which not only has a growing skills base and good infrastructure, but is also a low cost alternative to the Sydney metropolitan area.

2.4
Universities targeting emerging industries

Regional universities have often played a significant role in assisting emerging industries to attain rapid growth through improvements in national and international competitiveness.  One such example is the National Wine and Grape Industry Centre, established in Wagga Wagga in 1997 by Charles Sturt University in partnership with NSW Agriculture and the NSW Wine Industry Association. Utilising the combined resources of the three partners, the centre now provides a unique resource for the wine industry.  The NSW Government considers that this model, consisting of a partnership between a university, government and industry, and underpinned by commercialisation, is the best model for targeting industry development. 

2.5
Universities spreading skills and expertise across NSW

The rapid growth of regional NSW universities over the last decade has seen the dispersal of skills, expertise and infrastructure across the state.  Initially most of these universities operated on one campus only.  However, with growth, most of them established campuses or facilities in other locations.  Charles Sturt University, for example, now operates in no fewer than four locations (Bathurst, Dubbo, Wagga Wagga and Albury).  Southern Cross University, while originally set up in Lismore, has since established other campuses at Coffs Harbour and Tweed Heads.  Similar expansion has taken place at all the other regional universities.  In some instances, these new facilities have been set up through partnerships with other universities, such as Southern Cross and the University of New England which have recently pooled their expertise to open a Maritime Research Centre in Coffs Harbour.  Commonwealth funding for student places is now required.

This dispersal of university operations means that the skills and expertise held by each institution has now been spread far more widely across the state.  Regional universities are bringing economic and social benefits not just to their primary locations, but to the whole of NSW.

Most regional universities have also established relationships with other universities and research centres, both in Australia and overseas.  The University of Wollongong has signed 140 memoranda of understanding with other institutions.  Such arrangements result in the ready exchange of ideas and personnel between institutions.  In this way regional universities act as gateways through which regional economies acquire valuable new skills and expertise.

3.
Other roles for regional universities in regional development

Universities, with their strong skills base, research capacity and infrastructure have the capacity to contribute much more to regional development.  Already several regional universities are assisting in regional development programs, and contribute to local government initiatives in this regard.  The NSW Government considers that these roles could be significantly strengthened through more enduring and commercially-focussed partnerships with local governments and other planning and development organisations.  

The NSW Government has established 13 Regional Development Boards, which draw their members from the local business community and local and State governments.  Charged with establishing specific development initiatives for each particular region, these bodies are well integrated into local communities and also have good links with infrastructure providers, and industry and planning bodies.  Universities could play a greater role in assisting these Boards, either through informal arrangements, or through formal participation in strategic planning and assistance on particular business ventures.  

Universities could also assist Development Boards to attract new companies to regional NSW by demonstrating the region’s competitive strengths in applied research, existing strengths in information and communications technology, and the possibility of forming partnerships with businesses needing access to skills, research or infrastructure.

The NSW Government views regional development as an ongoing endeavour, and seeks to encourage the participation of whole communities in planning and education.  Universities are ideally placed to contribute not only expertise, but their authority in local communities to change attitudes and to support life-long learning and commitment to regional development.

Universities can become active agents for change in regional economies, seeking out business partnerships that build on their research strengths.  Already a number of universities are well advanced in such activities.  However, there is significant potential for greater deployment of university skills, infrastructure and technology to foster business relationships of benefit to both universities and their regional economies. 

NSW Recommendations

Commonwealth funding decisions concerning regional universities should take account of their pivotal and unique role in regional economic development and more closely reflect Commonwealth industry policy. Any reduction in the funding allocation for regional universities is likely to see a comparable fall not only in the direct and flow-on economic impacts generated through expenditure, but also in their longer-term capacity to act as catalysts of sustainable economic development.  This has profound implications for rural and other regional communities.  

In addition to addressing the system wide funding inadequacies noted under (a) and (b) above, Commonwealth funding incentives should

· target universities which explicitly link their research capabilities, skills, technology and infrastructure with businesses in their region

· reward regional universities which incorporate commercialisation into applied research strategies

· target new and developing industries

The Commonwealth should match the NSW government’s financial and other commitment to the establishment of business or technology parks linked to regional universities.  Commonwealth tax incentives and business incubation programs, for example, would greatly assist regional universities to build on existing strengths and forge greater links to business.

The Commonwealth should urgently address the current shortcomings of communications infrastructure in and around regional universities. Regional universities are ideal targets for early roll-out of broadband, for example.  Ensuring that infrastructure gaps are filled, initially, through local networks, will not only directly benefit the universities themselves (through efficiency gains, improved education delivery, and new areas of research), but will also enable these institutions to attract more commercial partners.  Ultimately, ready access to expanded, efficient and integrated communications systems will benefit regional communities more generally.

(iii) through research and development, both via immediate economic contribution of universities and through sustaining national research capacity in the longer term

The Commonwealth’s recent announcement of $3 billion for industry focused scientific innovation and research, is welcome.  However, NSW is concerned at the neglect of the pure research capacity within universities and considers that an injection of funding is needed immediately, rather than the deferred expenditure in the Innovation Statement (over five years), to rebuild national research strengths.  Pure research is a prerequisite for a strong applied research sector as well as underpinning quality teaching programs.  Both pure and applied research are critically important to Australia’s international research reputation and perception as a high technology economy. 

Additional funding is required for research training and infrastructure.  The reduction in the numbers of Commonwealth funded post-graduate research places, combined with the difficulty in attracting and retaining academic staff, has serious implications for the replenishment of research staff in the future.  

It is recognised that there are differences in research strengths among universities and that some specialisation is required in order to pursue an international reputation in particular disciplines. For this reason, NSW supports the development of niche specialisations that may differ across institutions, including Centres of Excellence, as proposed by the Commonwealth.  However, this should operate within a broadly based research environment, which fosters an active research capacity across all institutions.

However, decisions on the geographic location, disciplines and chosen institutions for any future centres that may be established, should be undertaken in consultation with State Governments and have reference to a range of factors including regional development; links with employment; potential links with other education and training providers; and State social and economic priorities.

NSW Recommendations

· The Commonwealth Government must enhance its commitment to building a strong pure research base, including increased accountability for decisions on allocation of ARC grants

· While supporting the establishment of  “Centres of Excellence” NSW also supports the maintenance of a solid research foundation across the sector to ensure a healthy higher learning environment.  This research capability may involve niche specialisations that differ across institutions.

(g)
Regulation of the higher education sector in the global environment

(i) accreditation regimes and quality assurance

There are 11 universities in NSW which are self-accrediting bodies authorised to confer their own degrees and established or recognised through their own Acts of Parliament.  There are also 29 non-university institutions of higher education in NSW.  The accreditation and approval process for these institutions is administered through the Department of Education and Training.

Commonwealth, State and Territory Ministers responsible for higher education have endorsed new national accreditation and quality assurance framework for the Australian higher education sector. These new national arrangements provide a quality assurance framework for both university and non-university higher education institutions. Five agreed National Protocols outline standards for recognition of universities, regulation of overseas higher education institutions, accreditation of higher education courses, delivery arrangements and regulation of institutions offering courses to overseas students.

The introduction of the new national accreditation and quality assurance framework for the Australian higher education sector is an important step in ensuring the quality and integrity of the higher education sector in Australia. The Australian Universities Quality Agency (AUQA) will assess quality assurance arrangements in universities and also in state and territory accrediting agencies responsible for higher education.

It is critical that there be consistency across the university and non-university higher education sector in the interpretation and implementation of the five agreed National Protocols to ensure quality and market confidence in the higher education sector. The role of AUQA in ensuring ‘equivalency’ of quality standards across the university and non-university higher education institutions will be critical in achieving this goal.”

NSW Recommendation 

Given the shared responsibility for and interest in the financial health and viability of universities, both Commonwealth and State Governments should agree on the scope and nature of the financial regulatory framework.  

The new quality framework, established under the Australian Universities Quality Agency, should be viewed as critical to the health and longterm development of the sector.

(ii) external mechanisms to undertake ongoing review of the capacity of the sector to meet Australia’s education, training, research, social and economic needs

The Commonwealth/State Agreement on Higher Education

Australian universities are essentially self-governing institutions within the parameters of legislation established for them by State and Territory Parliaments. Universities have full control over their academic and administrative affairs.

Both the Commonwealth and the States/Territories have responsibility for universities. Since 1974, by Commonwealth/State agreement, the Commonwealth funds universities. A restatement of this agreement in 1991 outlines the relative Commonwealth/State roles as follows:

· The Commonwealth has primary responsibility for the public funding of higher education and responsibilities for determining national policies, objectives and priorities, the administration of funds, and accountability of institutions through the profile process.

· The Commonwealth and the States are to work together to:

· develop and review national priorities and objectives for higher education;

· review issues emerging from State and Territory specific strategic and operational plans;  and

· co-ordinate higher education objectives with those set for other education sectors.

· The States and Territories have responsibility for policy and planning within the framework of national policies.

· States and Territories have legislative responsibility for the establishment and regulation of institutions, including the maintenance of standards through controls on the use of terms such as “university” and “degree”. The States also ensure that institutions meet reporting obligations, financial management and accounting standards for public authorities.

· The States are responsible for the overall activities of higher education institutions and the propriety of their operating procedures.

Currently there is no effective ongoing external review mechanism with Commonwealth/State forums becoming increasingly nominal in nature, and essentially Commonwealth driven. 

A more effective sharing of information and collaborative Commonwealth/State policy development and planning would provide the foundations for improved review, planning and resourcing.

NSW Recommendation

New Commonwealth/State collaborative arrangements should be developed.  

DETYA, as the primary data gathering agency, needs to assure provision of more timely data with particular attention to key data on participation, outcomes and resourcing of higher education to better support collaborative policy and planning development. 

























� Professor Simon Marginson, Submission to Senate Committee Inquiry into Higher Education, 21 March 2001


� UNESCO Policy Paper for Change and Development in Higher Education, France, 1995


� Number of persons in higher education expressed as a percentage of the 17-64 year old population at 30 June of reference year.


� ABS Consumer Price Index for market goods and services excluding 'volatile items' - Total


� Defined as Commonwealth fully subsidised places, previously called Undergraduate Target, measured as EFTSU.


� Safety Margin shows the surplus (before abnormal items) relative to total revenue. It measures the ability of management to contain expenditure within the constraints of available funding and other revenue.


7 Our Universities Our Future (AVCC discussion paper November 2000 ) – Support Paper A: Public under investment in education p.3.


� What’s the Big Idea? – Higher Learning Not Always Higher Earning, SMH December 18, 2000


� Employment impacts cited in this submission are on the basis of full-time equivalent jobs.  FTE measures effectively convert all full-time, part-time and casual jobs into effective full-time equivalents.  While it is impossible to have a precise measure of the mix of the different types of employment generated in each region through university expenditure, it is worth noting that the actual number of jobs - and therefore the people employed - would in fact be higher than the FTE figure.


� 	DETYA.


� 	Based on the Care Input-Output Model of the NSW economy, and NSW Treasury data.






