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Funding and regulatory arrangements directly influence universities’ capacity to contribute to the competitiveness of Australia and the strength of our communities, industries and businesses. Universities underpin Victoria’s research and development capacity, and deliver the high level skills needed in an innovative, knowledge-based economy. They train graduates in areas of community workforce need, notably in teaching and nursing. Universities are major contributors to regional development, boosting local economies and supporting local industries. Growing demand from international students is testimony to the quality and reputation of Australian universities.

The Minister for Education and Training, Lynne Kosky highlighted universities’ pivotal role in the development of Victoria’s economy in her October 2002 statement Knowledge and Skills for the Innovation Economy: future directions for Victorian higher education. This statement identified the following fundamental qualities of the higher education sector in the innovation economy:

· A high degree of responsiveness to workforce and community skill needs, especially in areas such as emerging information and communications technologies, nursing and teaching.

· A commitment to furthering Victoria’s position as a leading research and development State, with universities building upon their particular research strengths and supporting the Victorian Government’s commitment to world-class research excellence in areas such as biotechnology, biomedicine and photonics. 

· A commitment to ensuring all Victorians, whether in metropolitan, rural or regional areas, are provided with opportunities to enhance their skills through access to higher education.

· Diversity of higher education offerings maximised through cooperation between institutions and across education sectors. 

· High quality teaching and learning environments that encourage students to pursue an ongoing commitment to learning and skill development.

· Active engagement by universities in the social, economic and cultural development of their communities.

· University governance arrangements that ensure public accountability and allow flexibility to respond to a changing environment.

The Victorian Government is committed to working in partnership with universities and the Commonwealth Government to identify and respond to the present and future needs of Victorian communities, businesses and industries. The Victorian Government ensures universities act responsibly through its regulatory and governance arrangements.  The Commonwealth Government has funding responsibility for universities and an associated obligation to ensure that universities in all states and territories are resourced and positioned to:

· provide affordable and equitable access to higher education, in line with state and national requirements for industry, workforce and community development;

· build on their unique strengths in teaching and research, to support the competitiveness of Australia and the productivity of our workforce and industries; 

· engage in the social, economic and cultural development of local communities, particularly in rural and regional Australia;  and

· increase the export of higher education by Australia and our share of the international education market.

Victorian universities will, no doubt, highlight in their submissions to this Inquiry the way in which the Commonwealth proposals directly impact upon their institutions. Indeed, the Victorian Government is mindful of the development needs of our individual universities. The Minister for Education and Training, Lynne Kosky, MP, recently convened a Ministerial Higher Education Roundtable, which included Victorian university Vice-Chancellors, where the potential impacts of the Commonwealth proposals were discussed. The Victorian Government submission conveys the priorities for higher education from a State-wide perspective, particularly in respect to the impact of the proposals upon the Victorian community and economy.  This perspective has been informed by the views of university leaders. 

This submission addresses the terms of reference for this Inquiry with a particular emphasis on the priorities for higher education in Victoria, namely:

· the allocation of higher education places

· identifying national and State priority places

· regional higher education provision

· research and research training

· access and equity

· governance

· international education

1. Principles of the Commonwealth Government’s higher education package

The principles of sustainability, quality, equity and diversity, which are claimed to underpin the Commonwealth’s higher education proposals, are consistent with the Victorian Government’s vision for higher education, as expressed in the Ministerial Statement on future directions for Victorian higher education. However, as discussed in this submission, it appears that not all the Commonwealth policy proposals adhere to these principles. In relation to the sustainability of higher education institutions in particular, there is a widely acknowledged and critical requirement for growth in publicly funded higher education places which is not addressed in the Commonwealth proposals.

2. Effect of proposals upon sustainability, quality, equity and diversity in teaching and research at universities

2.1 Allocation of Higher Education Places

Growth in our higher education sector is essential if we are to enable universities to respond to knowledge and skill needs in our workforce and community.

Almost 40 per cent of the national unmet demand for university entry is in Victoria, which carries the highest level of unmet demand of any State or Territory. The Australian Vice Chancellors Committee calculate that in 2003, 23,531 eligible Victorian applicants (37.3% of the Australian total) were not offered a place. Almost 6,000 fully-funded places have been removed by the Commonwealth from Victoria since 1996. This deleterious situation needs to be addressed as a matter of urgency. 

The Victorian Government is implementing strategies to improve general levels of participation and attainment, and ultimately boost the overall skill levels of our workforce. In Growing Victoria Together (www.growingvictoria.vic.gov.au) the State Government set a target of 90 per cent of young people in Victoria successfully completing Year 12 or its equivalent by 2010. The achievement of this target will raise the aspirations of school leavers and increase the number of students seeking to enter our universities. Opportunities for workers to acquire tertiary qualifications or to enhance their existing qualifications in a changing labour market are also a priority for the Victorian Government. Commonwealth higher education funding models need to be more closely correlated with the growth in demand and participation so that eligible students are not denied places at our universities. 

The Commonwealth proposals rely entirely on increased domestic full-fee paying places to bring about necessary growth in the sector. The Phillips Curran Report recently commissioned by the Joint Committee on Higher Education notes that without growth in fee-paying places, the ratio of higher education places to the population would fall between 2002 and 2011 in all States except Tasmania. The reliance on fee-paying domestic students for sector growth is disturbing. Not only does it indicate a lack of commitment from the Commonwealth to adequately fund the sector, but it is also counter to notions of access and equity.  

The Victorian Government is very concerned that not only has the number of university places for nursing fallen since the mid 1990s, but the proportion of overseas nursing students, mostly full fee-paying has risen steadily and is now more than 20%. There is also concern that there is increasing resistance to paying of high fees, particularly for post-graduate courses which, in an increasing number of areas, are pre-requisites for clinical practice (for example, maternal and child health nursing and intensive care).

The Commonwealth proposes to replace marginally funded over-enrolled places with 25,000 fully-funded places.  While this is welcomed, the method of distributing the fully-funded places to States and Territories has not yet been determined.  According to the most recent data, Victoria has 6,000 marginally funded places, many of which are in high demand areas such as nursing and teaching. At a minimum, Victoria would expect all phased out over-enrolment places to be replaced by fully-funded places. 

This is particularly crucial in relation to Swinburne University of Technology’s Lilydale campus, where the Commonwealth previously encouraged a policy of over-enrolment to maintain the viability of the campus. The Commonwealth has a responsibility to ensure Swinburne at Lilydale and other campuses that currently rely on over-enrolment for viability, receive a full complement of fully-funded replacement places.  In the allocation of the replacement university places, Victoria believes that regional and outer-urban participation should be included in the National Priority Places along with teacher and nurse education.

At the July 2003 Victorian Ministerial Higher Education Roundtable university Vice-Chancellors indicated they believed the quota and the proposed penalties for exceeding over-enrolment by more than 2%, to be excessively stringent.  The complexities of managing university enrolment levels will, in particular, disadvantage the less well-established universities that experience more variability in the uptake of first and second round offers. 

2.2 Identifying National Priority Places

The Victorian Government welcomes the additional places the Commonwealth has allocated in priority areas such as teacher education, nurse education and other labour workforce shortages.  This proposal is similar in intent, but not in degree, to the National Allocation Priority Pool advanced by Victoria at the July 2002 Ministerial Council for Education, Employment, Training and Youth Affairs (MCEETYA).  That proposal, supported by States and Territories, called for the Commonwealth to allocate an additional 2,500 additional places annually to meet critical workforce requirements.

For Victoria, the Commonwealth’s proposal of 1,400 new priority places in 2007 is too little too late.  Victoria faces immediate and serious shortages in the supply of teachers and nurses, having lost 154 nursing places in 2002 and needing a further 800 nursing places to address future workforce shortages.  As a result of the Victorian Government’s investment in the growth of the teacher and nursing workforces, there has been a commensurate growth in demand for university places to qualify for these professions. The additional 210 national places proposed for rural nurse education (increasing to 574 by 2007) is a good start, but once distributed nationally, would not deliver a significant boost to Victoria.

In teacher education there remains a continued shortage of places in key subject areas, notably in mathematics, languages and science.  It is unclear from the Commonwealth proposal how many of the 1,400 places will be allocated to this priority area and how this allocation will be distributed in response to competing State and Territory needs. The delay in this allocation to 2007 means that there would be no tangible benefit to the teaching or nursing workforce until at least 2008.

The Commonwealth’s assurance that States and Territories would be consulted over the allocation of priority places is a positive step forward. States and Territories are well-placed to identify the present and future skill needs of the labour market and, accordingly, the allocation of priority places should be a matter for negotiation between State and Commonwealth Governments. Improved mechanisms to monitor the current and future higher education needs of Victorian labour markets and industries will be integral to the effectiveness of any such negotiations. 

2.3 Access and Equity

The proposed partial deregulation of HECS, allowing an increase of HECS fees by as much as 30 per cent, is of significant concern to the Victorian Government.  Students are already under considerable financial strain due to escalating HECS debts, and the most disadvantaged students would be further discouraged from entering higher education or undertaking postgraduate studies.

The Commonwealth Government’s investment in higher education is low relative to many overseas jurisdictions.  As indicated in the Ministerial Statement on future directions for Victorian higher education, students already bear a disproportionate burden for higher education costs. Their level of contribution is among the highest in OECD countries, and as a proportion of university income student contributions have now reached levels not seen since before the Second World War (see Figure 1). 

Figure 1: Student contribution to university income, 1939-99
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Source: Knowledge and Skills for the Innovation Economy: future directions for Victorian higher education, Victorian Department of Education & Training, October 2002, p. 17. Based on Department of Education, Science and Training finance data.
The proposed changes to HECS and the proposal to increase the allowable number of domestic full fee-paying students to 50% of undergraduate enrolment may result in the development of a two tiered higher education system. While the most prestigious universities would be able to capitalise on increased fees, less well-established universities and regional campuses are unlikely to benefit. Preliminary modelling by Victoria University, for example, suggests that they would need to increase HECS fees by 7% just to cover the funding shortfall.  Yet there is a risk that universities in this position would be unable to maintain their student numbers if they increase fees significantly. In fact, under the Commonwealth’s partial deregulation proposal they may even need to offer discounted HECS places to attract students. For regional institutions this would negate any gains from regional loading.  There would also be a commensurate loss in the quality of the education provided.

The Victorian Government does not support any further shift in responsibility for the financing of higher education to individual university students, and opposes the proposal to partially deregulate HECS. Access to a quality university education should be based on merit, not on a student’s ability to pay.  

The Victorian Government is concerned that the capping of HECS fees in particular disciplines could, in practice, actually reduce the number of HECS places in fields such as teaching and nursing by making those fields less attractive to universities than those where they can attract more income.

2.4 Regional Higher Education Provision

In June 2003 the Minister for Education and Training, Lynne Kosky, established a Regional Higher Education Working Party to develop strategies to enhance regional provision that meets the needs of regional communities and industries. While recently established, this Working Party holds potential to: 

· improve information available to the Commonwealth Government on the need for, and allocation of, higher education places in rural and regional Victoria;

· promote greater regional participation in higher education; and

· identify and develop practical initiatives to strengthen the ability of regional universities and campuses to supply the skills required by industries and job seekers in regional labour markets.

This Working Party has noted, however, that while additional funding support for regional campuses is a positive development, the levels of loading proposed are completely inadequate to produce any significant improvements in regional provision and opportunity.

The regional loading does not compensate for the internal subsides currently necessary and provided to support the viability of regional campuses. La Trobe University, for example, estimates that it subsidises its regional campuses by around 30 per cent.  Monash University’s preliminary estimates indicate that the university subsidy to its Gippsland campus is about $5 million each year, yet the regional loading will provide only an additional $300,000. Moreover, while it is more expensive for universities to deliver distance education from the regions, distance education students are not included in the proposed Commonwealth loading.

The Victorian Government considers that the proposal for regional loading is laudable, and would bring about the desired boost to regional higher education provision if delivered in a greater quantum and extended to include distance education students. The Victorian Regional Higher Education Working Party has also recommended the provision of HECS free scholarships to encourage regional participation, a proposal that deserves serious consideration. 

The Victorian Government remains concerned that, under proposals for partial fee deregulation, competition between universities may pressure regional campuses to discount their HECS rates. This would erode any gains from the regional loadings and further undermine objectives to support higher education in regional areas. 

Outer urban campuses experience challenges similar to regional campuses in delivering higher education to areas with traditionally low levels of participation. While the Victorian Government recognises that outer-urban campuses are ineligible for the proposed regional loading, it is appropriate that their needs be given some recognition when determining the allocation of additional higher education places. 

3. Implications on the sustainability of research and research training in public research agencies

The Commonwealth statement Backing Australia’s Future places a greater emphasis on reviewing current research and research training arrangements than on developing new initiatives or increasing funding in this crucial area. Research and development is a vital stimulus for the development of an innovation economy. Victoria has some of the most influential research and research training institutions in Australia and leads national research in areas such as biomedicine. The Bracks Government has provided over $900 million to science, technology and innovation initiatives.

The Commonwealth’s present formula for research funding allocation favours universities with established research infrastructure, and is likely to have a negative impact on the research capacity of rural, regional and newer Victorian universities. Funding for research and research training is vital to all universities as it underpins Australia’s international competitiveness and the development of our economy. 

The impact of the entire suite of proposed changes to university funding and the regulatory environment on research and research training is impossible to predict, yet of critical importance to Australia’s future as a knowledge economy.  A process of monitoring and review needs to be established prior to implementation.

The current review of Backing Australia’s Ability provides an opportunity for input by the States and Territories to the review.  Input to this, and the development of any further national programs that support research and development, is supported by the Victorian Government.

The Victorian Government supports the development of a nationally integrated research infrastructure strategy, and further, supports the development of a major infrastructure funding program by the Commonwealth Government.  This is not to exclude the need to jointly fund major infrastructure where major new research platforms are under development.

The Commonwealth proposes to establish a taskforce to examine scope for collaboration between universities and major Publicly Funded Research Agencies (PFRAs).  The Victorian Government supports greater collaboration between universities and PFRAs and would seek to include the enhancement of industry collaboration in the terms of reference of the proposed taskforce.

The Victorian Government supports greater collaboration between universities and industry to consolidate research knowledge that underpins industry development.  This is fundamental to increasing the level of innovation that is necessary to generate thriving industries and high quality jobs.

The Victorian Government supports the Commonwealth proposal for the Australian Research Council (ARC) funding Chief Investigator salaries.  The Commonwealth Government should also consider extending funding to provide salaries for support staff such as those essential to analysing the increasing volume of data being generated by technology advances.

The Victorian Government supports an evaluation of reforms in research funding to the research sector that were implemented as a result of the Knowledge and Innovation Statement of 1999.  In particular, the Victorian Government supports a review of the effectiveness in achieving the key objectives of research funding, including the development of world class science and industry uptake.

4. Effect on the relationship between the Commonwealth, the States and universities

It is proposed that funding increases to the Commonwealth Grants Scheme will  depend upon each university conforming to Commonwealth-imposed national protocols on university governance, as well as to industrial relations requirements. 

University governance is primarily a State Government responsibility. The Victorian Government recently undertook a review of university governance and initiated improvements to governance arrangements.  In Backing Australia’s Future, the Commonwealth acknowledged the influence of the Victorian Government’s approach upon their proposed national protocols. In response to a more consultative approach from the Commonwealth at the MCEETYA meeting in July 2003, States and Territories agreed to work with the Commonwealth on a set of National Governance Protocols.

4.1
International Education
Victorian universities lead the country in the recruitment of international students at their domestic and overseas campuses. To maintain this market leadership the Victorian Government is developing strategies to assist our universities in their international activities.  Through the International Higher Education Committee, the Victorian Government will work with Victorian universities to grow our share of the international education market. 
While it is reassuring that the Commonwealth Government also recognises the importance of international education and is proposing to expand its activity in this area, there is a danger that an additional levy upon institutions and international students to support these activities will be counter productive.  Education is Australia’s third largest services export (worth more than $5 billion, and growing at a rate of 10 per cent each year). The people-to-people links created through education exports also contribute to Victoria’s development – through skilled migration; access to new ideas; training; and expatriate programs.

The potential for the Commonwealth’s proposed levy to dampen overseas student demand runs directly counter to Victoria’s aim of increasing its international education market and is of significant concern.  

4.2
Administrative costs for universities and voluntary student unionism
Victorian Vice-Chancellors at the Ministerial Higher Education Roundtable expressed concerns that Commonwealth proposals in relation to the Higher Education Information Management System (HEIMS) and voluntary student unionism would potentially impose costs upon universities.  Universities are justifiably concerned that under the Commonwealth’s voluntary student unionism proposal they would end up subsidising essential student services and facilities. Student unions and the facilities they administer provide invaluable support to students and contribute to the vitality of student life. 

The Victorian Government opposes the Commonwealth’s proposals on voluntary student unionism. Students are increasingly being placed under financial strain as the Commonwealth passes on to them the costs of university study.  Making the contribution of fees for student services optional would impede the capacity of universities to decide the most appropriate arrangement for providing non-academic services to students and have a major impact upon student service provision. 

In Western Australian in 1994, similar legislation resulted in the removal of student input and control over the quality of university life.  The loss of funding forced clubs and newspapers to be disbanded and the closure of services particularly those to overseas students, part-time and mature age students and students with disabilities.

4.3
Workplace reforms

The Commonwealth’s proposal to tie increased funding to workplace reform is inconsistent with the Victorian Government’s position that the form and content of workplace agreements are best determined by those party to the agreements.

While the Victorian Government supports the view that productivity and efficiency are critical issues in any funding negotiation, it believes that the proposed Workplace Productivity Program may be viewed as an attempt to impose the Federal Government’s industrial relations agenda onto universities.

Victorian universities have a record of good and stable industrial relations, have not seen a need to offer Australian Workplace Agreements (AWAs) in the past, and should not be induced to offer AWAs simply on the basis that there is an offer of funding tied to them.

The Victorian Government also notes the view of the Australian Vice-Chancellors Committee in its response to the Federal Budget where it recommended that:

Funds to support quality of universities’ teaching and learning should only be tied to requirements directly related to universities’ teaching and learning performance and not to changes in governance and workplace relations.

Victorians have the right to expect the highest quality of teaching and learning from our universities. The Victorian Government is concerned about any increased efficiency proposals that come at the cost of decreased effectiveness.  The Commonwealth proposal provides no evidence that their proposed reforms will provide the necessary support to universities to achieve effective education delivery. It would be particularly concerning if such proposals were to lead to an increase in the rates of casualisation.

The Victorian public universities are very concerned at the continuing failure of the Commonwealth to adequately supplement operating grants to take account of increased salary costs through Enterprise Bargaining. The Victorian Government believes that all increases in cost efficiency which could reasonably be expected have now been achieved, and a continuation of this policy by the Commonwealth will inevitably result in a deterioration of the quality of the higher education provision in the State.

5. Alternative policy and funding options for the higher education and public research sectors

The Victorian Government appreciates the opportunity to provide a submission to the Commonwealth Department of Education, Science and Training on appropriate models for the distribution of higher education places and will address this issue in more detail in that submission.
  

The principles used to determine distribution need to ensure that students with sufficient levels of academic ability who wish to enter higher education have the opportunity to do so, regardless of which State or Territory in which they live. Victoria believes that a formula based on objective and reliable indicators is the most appropriate approach. Such a formula will need to take into account both the size of the Year 12 school leaver cohort which is seeking a higher education place, and the need to provide opportunities for the current workforce to access higher education.

***
The vitality of our higher education sector has a direct influence upon Victoria’s present and future capacity to develop as an innovation economy. The Victorian Government will continue to facilitate an environment that fosters innovation and high quality employment opportunities for Victorians. The Victorian Government will significantly improve Year 12 completion rates and this will increase the number of Victorian students eligible to undertake university study. The Victorian Government is also committed to encouraging lifelong learning and improving the qualifications of existing workers. To support these objectives it is crucial that the State Government is involved in higher education policy decisions which either directly or indirectly impact upon Victoria. The Victorian Government welcomes the spirit of consultation by the Commonwealth in relation to its recent higher education policy proposals.  

This submission has highlighted the need for growth in the sector to respond to legitimate student aspirations to enter higher education across the State; the need to ensure a closer alignment between higher education provision with national, State and Territory labour skill needs; the dangers of deregulation; the challenges for regional campuses; the importance of supporting our universities international competitiveness; and, the imperative to build our research and development capacity. 

The Victorian Government is committed to working in partnership with the Commonwealth to maximise the opportunities in higher education for our citizens, and calls for the Commonwealth to underpin the reform of our higher education sector with a significantly greater commitment in public funding.

� Note that this is subject to the Minister’s and the Premier’s approval to lodge a submission on funding distribution models.
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