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Submission to Senate Higher Education Inquiry
· Executive Summary

The context for the Government’s higher education package is that there has been a steady decline in public funding per student place since 1988, and total funding (public and private) per student place has also declined in real terms. Current ABS projections indicate a rise of around 3% in the school-leaver population over the course of the current decade. The total number of eligible applicants is also rising and will continue to rise.

The decline in public funding needs to be reversed, to provide for future demand and because as it has placed pressure on quality through the steady rise in student:staff ratios that has occurred over the past decade. The government’s package contains a number of measures that will address this need at least partially. The incremental increases in operating grants will enrich funding per student place. However this will not necessarily improve quality, as these funds are likely to be eaten up by the outcomes of enterprise bargaining. 

In the absence of any further increase in operating grants, therefore, universities will need the proposed deregulation of HECS rates and quotas for full-fee-paying places in order to improve quality.
The increases in operating grants are subject to a number of conditions, some of which are problematic. Some of the items in the National Governance Protocols do not reflect the realities of university circumstances and need to be amended. The pressure to adopt Australian Workplace Agreements is unwelcome, as adoption would lead towards unnecessary industrial disharmony that would be very disruptive to universities and especially to students.
We share the AVCC’s concerns that the government’s proposals, as they stand, may have an adverse impact on equity, and we agree with the AVCC’s recommendations concerning the need for further assistance to students, including student income support.
While many of the elements in the package are welcome, the package is not bold enough and should have embraced more progressive models for the higher education system.

In particular, we continue to advocate moves towards the adoption of:

· learning accounts, which enable continuous investment in human capital by a range of stakeholders

· disaggregation of the bachelors degree into a ‘2+2’ program of associate degree articulating into a degree. 
A system based on these two models would be truly sustainable and would provide all Australians with a continuous range of learning experiences over their lifetime.
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· Context and Broad Principles



The context for any consideration of the funding model for Australian higher education must include consideration of the long-term future of the system. The Review discussion paper Varieties of Learning (# 145) suggests that because the population is ageing, demand from school leavers is likely to decrease. However the current ABS projections show the opposite: a rise of around 3% in the school-leaver population over the course of the current decade. The total number of eligible applicants (as measured through the AVCC annual surveys of applications for university places) is also rising, and will continue to rise over the decade. 

Additional resources will have to be found to meet these needs, and also to reduce funding pressure on the system. 

Demographic realities will make it imperative to create more places, and, combined with other factors, to shift them around between states.

Additional resources need to be infused into the system, both to improve the financial health of universities, provide for future growth and demographic change, and to allow for increases in educational quality, which is endangered by the long-term trend towards increasing staff:student ratios.


The Government needs to achieve a number of outcomes that will be difficult to reconcile. It needs to:
· provide for growth and sustainability of the university system
· provide for excellence and quality
· promote diversity and encourage each university to pursue its individual mission
· limit and retain control over the total quantum of public money expended
· ensure that students make a fair contribution to the cost of their education
· improve equity of access.
· 
The Government has enunciated similar principles in its proposals. These broad principles are acceptable, and few would dispute them. Everything depends on the way in which they are implemented.


· 
· 
· 

· Sustainability

Need To Reverse Decline in Public Funding

Analysis by the Australian Vice-Chancellors’ Committee shows that total public investment in university operating grants peaked in 1996 and has declined since, by $667 million overall.

Even more significant is the fact that there has been a steady decline in public investment per student place since 1988. Government funding per student place declined by 20% between 1988 and 2002. Total funding per student place (public + private) has not been maintained in real terms.
Figures 2 and 3 of the Review discussion paper Setting Firm Foundations clearly show that the operating margins and current ratios of Australian universities have declined over the past five years. The drivers for these trends are lucidly outlined in the submission to the Review from Chapman (No. 317, pp. 8-10). The introduction of enterprise bargaining has led universities to increase their outlays for staff wages, but this freedom to increase outlays is not matched by freedom to increase revenue through course fees.
Given that the school leaver population and the total number of eligible applicants are projected to rise, it is clear that the decline in public funding must be reversed.
Under the Government’s proposals in the Budget, additional funding per student place will be made available up to a 7.5% increase by 2007, subject to universities complying with National Governance Protocols and the Commonwealth’s workplace relations policies.

Overall, the Commonwealth Grant Scheme is projected to grow strongly, from a total of $139 million in 2005 to $384 million by 2007. This is welcome.

In itself, it would represent a substantial real increase in total funding. However the increase is likely to be eroded by staff pay rises through the current round of enterprise bargaining.
This reveals one of the key weaknesses in the Government’s proposals. The increases are essentially one-off increases, and are not related to continuing increase in costs faced by the universities. 
Indexation
The Cost Adjustment Factor used to index university operating grants does not reflect actual price movements. As a consequence, the paper by Burke and Phillips (2001) shows that average weekly earnings rose by 25.9% from 1995 to 2001, compared to an increase of only 10.9% in the Cost Adjustment Factor. This was equivalent to a gap of $500 million.

In order for the university system to be truly sustainable, the Government must adopt full indexation of salaries for the higher education system, as it does for the school system. 
Co-operative Education
The introduction of the Commonwealth Grant Scheme (CGS) will need to be managed carefully. The Scheme introduces new weights for places in the various disciplines that do not necessarily reflect the actual costs of providing those places. A number of other features of the scheme have led to wide variations in projected outcomes between different universities. These variations may not be desirable and may not reflect actual variations in costs faced by the universities.
One particular feature of concern is that there is no provision in the CGS to fund universities for the provision of co-operative education. 
This is a matter of considerable concern to Swinburne, which is Australia’s leading provider of co-operative education. Co-operative education places currently represent around 7% of our fully-funded student load. Under the government’s initial proposals, Swinburne would lose 370 Equivalent Full-Time Student Units (EFTUS), at a cost of around $3.6 million.

A co-operative education program is an organised and structured placement of a student in a paid job related to the student’s chosen profession. A co-operative education placement is part of the student’s educational experience, and is designed to be so. During their placements, the students learn through working, usually over 6 or 12 months, and relate their experience back to their studies.

In order to realise the value of formal education, it needs to be related to the challenges that students will face once they leave the protected environment of the University and enter the workforce. This was recognised as a key issue by many employers who took part in the validation survey for the BCA/ACCI Report for DEST, Employability Skills for the Future (May 2002, p. 51).
The benefits from co-operative education programs accrue to students, employers, universities and society in general.

According to the research, students gain a number of benefits from co-operative education including better:

· access to employment

· academic progression and retention

· starting salaries

· career progression

· generic skills

· professional skills

· career choice.
According to a World Association of Cooperative Education (WACE) survey (Reeves 2001) the positive aspects and benefits of co-operative education for employers include the opportunity to:

· hire motivated and enthusiastic employees

(89.6 %)

· contribute to student professional development 
(93.5%)

· contribute to student educational development 
(91.4%)

· screen for future employment 


(86.8 %

· access students who produce high quality work 
(87.3%)

· establish and maintain links with universities 
(83.9%)

· bring ideas into the organization 


(86 %)
The World Association also commissioned a study of data from over 11,000 employees hired through co-operative education programs (WACE 2002). The conclusions are worth quoting at length:

Recently hired employees who had been secured coop employment with the firm prior to their full-time employment with the same firm had better upward occupational mobility, higher retention rates, better job performance appraisal, and significantly greater annual salary gains compared to non-coop hires. Each of the variables listed above are proxy measures of productivity or the value that employees add to the firm’s output. On each of these measures of productivity and job performance, coop hires in the four case study firms performed better than their non-coop counterparts.

In the course of developing and maintaining co-operative education programs, university staff establish long-term relationships with employers. The spin-off benefits to the universities include the opportunity to:

· pursue other opportunities such as research contracts, contract training and scholarships

· maintain staff knowledge of industry trends

· maintain staff knowledge of industry requirements in graduates

· keep academic staff in contact with real-world context of academic knowledge.

Overall benefits to society from co-operative education programs include that they:

· enlarge the pool of work-ready and employable graduates 

· increase workforce productivity

· enhance knowledge transfer between universities and industry

· increase the relevance of academic knowledge.
One of the five ‘overarching’ objectives of Government policy for higher education, as stated in the latest Triennium Report is: “improve universities’ responsiveness to varying student needs and industry requirements”. 

There is no better way to improve university responsiveness to industry requirements than the widespread deployment and encouragement of co-operative education programs. This is confirmed in a 2001 report by the Higher Education Funding Council of England (HEFCE 2001), which found that undergraduate placements with industry are a key indicator of university-business interaction.

Swinburne is currently negotiating with the Department of Education, Science and Training (DEST) to reinstate funding for co-operative education. It would be against the national interest if these negotiations were not successful.
Other Concerns

The Government’s proposes to provide additional places annually from 2007 to meet the anticipated population growth. This provision is welcome. It remains to be seen, however, whether the Commonwealth and the States will be able to agree on a rational approach to distributing these places between the States. Distribution needs to take into account not only crude demographics, but also variations in demand.
The Government, with ALP support, has introduced a package of international education initiatives, which include the imposition of additional charges to providers, and higher costs to students for visas. 

Swinburne shares the widespread concern that these increases in charges on universities and students represent a retrograde step. IDP has identified the potential for major increases in demand, which present significant opportunities for Australia‘s universities. The announced increases will impede our ability to realise this potential. The Commonwealth should reconsider these specifics.
· Quality and Diversity
The Government’s package will promote quality in several ways.
First, the decline in average funding per student over the past decade has put considerable pressure on the capacity of universities to achieve quality in learning and teaching.
In particular, as the gap between costs and salary indexation has widened, so too have staff:student ratios in the system declined. This is very evident in the following AVCC table.
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The overall outcome of the final funding package as approved by the Senate must be to allow universities to turn these trends around. As explained above, this cannot be achieved by the proposed incremental increases in the operating grant alone, as these will be eaten away by the outcomes of enterprise bargaining.

In the absence of any further increases in operating grants, therefore, universities will need the proposed deregulation of HECS rates and quotas for full-fee-paying places as well as restoration of full salary indexation in order to increase quality.
Clearly, deregulation will also promote diversity in the system, as each university will have to choose whether to adopt a high-cost/high-quality strategy or a low-cost/lower quality strategy, both overall, and in relation to individual courses. Increased competition between universities should lead to universities specialising more in their areas of strength.
Another initiative favourable to quality is the proposed introduction of a Learning and Teaching Performance Fund of $54.7 million in 2006. 
To access the fund, institutions will have to demonstrate a strong strategic commitment to learning and teaching, through evidence of systematic support for professional development, probation and promotion practices that include effectiveness as a teacher as a criterion, and systematic student evaluation of teaching that informs probation and promotion decisions. These requirements would be easy for most universities to fulfil. 

Performance will also be assessed against indicators such as student progress and graduate employment. There could be many pitfalls in tying funding to indicators of this type. Performance in many of these indicators is strongly impacted by profile effects. Graduate outcomes and especially graduate satisfaction varies from discipline to discipline. A university whose student profile was weighted towards disciplines that have lower outcomes nation-wide could be severely disadvantaged. All authorities on the data arising from the Graduate Careers Council of Australia (GCCA) surveys are in agreement that using them to make aggregate comparisons of performance between universities is inappropriate. For this reason the GCCA and the AVCC have issued a Code of Practice on the use of the data that recommends against such comparisons.
· Equity
The impact of the Government’s package on equity needs to be examined very carefully.

Professor Bruce Chapman, the ‘father’ of HECS, pointed out in his submission to the Review (No. 317) that the evidence shows that HECS has not had any impact so far on participation in Higher Education by equity groups. This was demonstrated in the DETYA Occasional Paper by Andrews in 1999.

However, this does not mean that HECS for subsidised places can be indefinitely increased without reducing participation by these groups at some stage. 
Further, under the Government’s proposals, a growing number of students would be incurring HECS liabilities (ie FEE-HECS) for their entire course fees (which would of course be higher than before due to the deregulation of fees). We do not know what the response of equity groups would be to a level of liability far higher than anything encountered before. 
While new equity scholarships are included in the package, these may not be enough to counteract the additional disincentives. We support the AVCC’s recommendations concerning the need for further assistance to students, including student income support (AVCC Response Recommendations 2, 7 & 12).
· Relationship Between Governments and Universities
The Government’s package is inconsistent in its effects on university autonomy. 

On the one hand, university autonomy would be increased by the partial deregulation of the setting of HECS, and the greater freedom to offer full-fee based courses. This would give universities greater freedom to manage their own financial affairs and respond to changes in demand.

On the other hand, many of the Government’s proposals entail offering additional funding or places to universities with strings attached. We are concerned that this could in practice lead to greater Commonwealth control over universities and a decline in their autonomy. The proposal to negotiate annual Funding Agreements with each institution could lead to much tighter control over the discipline mix in each institution than has been the case over recent years. Conditions could be attached to Funding Agreements that might be unwelcome.

The increase in the operating grants included in the package are themselves subject to problematic conditions. 

While the proposed National Governance Protocols are largely acceptable, and generally based on best practice, some details have not been thought through. For example:

· The requirement for University Councils to approve all procedures as well as policies, contradicts the stated need to run Universities in a business-like fashion. The government should be encouraging Councils to focus on strategic matters and risk management, not the minutiae of procedures. 

· The requirement for Councils of all universities to be reduced to a total of 18 members appears to have made no provision for the special circumstances of intersectoral institutions such as Swinburne and most of the other Victorian universities. Intersectoral institutions need extra places for TAFE representatives in several of their categories of membership (eg student and staff members).

Consistent with its philosophical outlook, the Government is keen to press universities to offer Australian Workplace Agreements to staff. 
Universities see no need to go down this path. The system of collective bargaining that has operated in the Unified National System over recent years has been generally satisfactory. It is true that universities wish to achieve outcomes that are more tailored for the individual circumstances of each university. However we do not see the need to extend this tailoring to each individual staff member at all levels. The introduction of AWAs would bring with it attendant industrial disharmony that would be very disruptive to universities and especially to students. 
It would be better to work within the existing system to improve it.

· Alternative Policy and Funding Options – Learning Accounts
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Life-Long Learning

The Government’s proposals for deregulating fees offer opportunities for universities to win back some of the revenue needed to support student places that has been lost of recent years. 

However deregulating fees is only part of the picture.

In order to fully address the future higher education needs of Australia, we contend that the funding system must also include major incentives for life-long learning, and remove barriers to it. 


































Life-long learning as an ideal is widely advocated, but the reality still falls short of the rhetoric. 
The current model is one of providing government subsidies to higher education for initial qualifications to partly subsidise the spin-off benefits that accrue to society. 
This must be replaced by a model based on continuous investment in human capital, not only by governments, but also by individuals and other social stakeholders.
Under the current system there are incentives for initial higher education, but not for further education.

This may have been adequate in the days when many people entered their chosen career, and retired in the same career forty years later. Most authorities are agreed that in the 21st century, individuals will need to change their careers several times, and therefore return to education several times. If further education is undertaken for the purposes largely of increasing the individual’s earning prospects, it can be argued that this provides few spin-off benefits for society at large (or ‘externalities’, in economic jargon). The classic case is the executive who decides to undertake an MBA in order to climb further up the corporate ladder.

But it is becoming increasingly necessary for individuals to undertake further training as a result of being made redundant in mid-career, or in order to switch career. Further training may be necessary simply in order to stay in the workforce at all, or maintain one’s income. Resources need to be set aside to finance this further training, which may become necessary at short notice.
The impediments to life-long learning in the current system are significant and consist of financial and administrative complexities. On the administrative side, educational records are fragmented between institutions, and there is no mechanism for obtaining a total picture of an individual’s tertiary educational record, and what it amounts to. This is analogous to the situation in the health industry, where health records have long distributed between many providers, and the total health history of the patient is not available to any particular provider. Measures are being taken to redress this situation in the health industry, but not in education.

The complexity of financial arrangements for supporting tertiary education represents another set of impediments. The financial basis for funding programs depends on whether a program is:
· public higher education (subsidised + HECS)

· public higher education (full-fee-paying)

· private higher education (full-fee-paying)

· TAFE (subsidised, on a different model to public higher education)

· Private VET (full fee-paying).
For life-long learning to be a reality, individuals would need to be able to make seamless transitions between educational opportunities as the need required over their lifetime, and consistent streams of funding would need to be directed to institutions as required, as they catered for these different needs. And additional resources would need to be found to help individuals continue learning beyond the completion of their initial qualification.

If tax incentives for life-long learning were introduced, and barriers dismantled, the government could have confidence that the labour market would remain well adjusted to the needs of business and the community over the long term. 

Only by moving down the path of introducing learning accounts can progress be made towards changing the paradigm in favour of investing in human capital.
There is a hint of a move in this direction in the terminology of the Government’s package, which announces the introduction of ‘Learning Entitlements’ from January 2005. Supposedly, all citizens will have “access to five years equivalent full-time study in a Commonwealth supported place.” Since the total number of places will remain fixed, however, supplemented by full-fee-paying places, it is not clear what this will mean in practice. The motivation appears to be to put a cap on the time for which Commonwealth subsidies are made available to each individual.
Learning Accounts
A learning entitlement system based on learning accounts would fully address the needs of individuals in the mobile labour market of the early 21st century.

At a certain point, individuals would become entitled to receive from government an allocation of funds that would be placed in a special account that could only be used for approved purposes, namely enrolment in courses at approved institutions. Ideally, all individuals would receive an entitlement when they left school, and the funds could be used for higher education or VET courses, depending on the needs of the individuals and their success in applying for places. If the learning entitlement was confined to higher education, it could be allocated when an individual achieved a certain ENTER score, so that places would continue to be rationed more easily.

The key advantage of the learning account system is that other parties could invest in the future of an individual by contributing funds to the account. Individuals could make additional contributions themselves. And contributing funds to the accounts would attract tax concessions. This would provide incentives for other stakeholders, such as family members, to make contributions. Employers, and other organisations, such as superannuation funds and trade unions, would also make use of the learning account system.
The more other parties contribute to learning accounts, in addition to governments, the lower the need for governments to contribute additional resources to fund growth and quality increases will be. 

Changing from the current system, in which funding is allocated totally to universities, to a system in which funding was allocated entirely through individuals, would represent a truly radical change, one that all parties would struggle to come to terms with. 
Dawkins (Review submission No. 339) has pointed out that it would entail excessive adjustment costs. He proposes instead what he calls a ‘hybrid model’, in which only a percentage of the subsidy would be transferred via the student, and a percentage given directly to the universities via ‘scholarships’. He also suggests that a higher proportion could be given directly to universities in the first instance, or constraints could be placed on the amount of growth allowed in undergraduate courses in any given year.

These suggestions are well thought through and deserve serious consideration. 

Other objections to the learning account model are:
· The difficulty of devising a national system for allocating entitlements 

· The need to complicate the model by setting sub quotas for undergraduates as opposed to graduates, or for particular professional courses

· Institutions would have difficulty in planning ahead as they would be subject to the vagaries of the market if learning entitlements were fully transferable

· Institutions might still lose substantial numbers of students, despite caps.

Devising a national system for ranking applicants based on their results in different state Year 12 systems would certainly be a non-trivial problem. However it would be desirable to do this anyway, in order to encourage students to move interstate more than they have traditionally done. If necessary it may be necessary for the states to reach agreement on a common grading system, rather than trying to devise formulae for converting marks between different systems. There is no particular advantage in each state using different grading systems, and only benefits could flow from greater harmonisation.
The Victorian Qualifications Authority is developing a Credit Matrix, which will be a standard framework for assigning points to different levels and amounts of student achievement in all recognised courses. Such a matrix will make it easier to calculate how much learning achieved at one level should count towards the next level. If such an approach was adopted across the nation, it would facilitate the introduction of learning accounts. 
There would certainly be need for measures, particularly in the transitional stages, to constrain the flow of demand, but these would diminish over time, as greater experience was gained in monitoring the flow of demand. Quotas could be imposed for certain groups or vocational courses that it was in the public interest to favour, but a preferable approach would be to reserve ‘scholarships’, under the Dawkins hybrid model.

It would not be desirable to allow demand to determine the distribution of places entirely. This could indeed threaten the viability of some institutions. According to a report from the Times of London (republished in the Australian’s Higher Education Supplement of 7 August, 2002), some of the newer universities in the United Kingdom have experienced falls in applications of more than 20 per cent. As Dawkins proposes, limitations should be placed be on the annual growth of the popular courses. Other natural limitations would also constrain excessive growth. Many of the high prestige universities in Australia are already very large, and do not have the capacity to take large numbers of additional students. While they might, of course, choose to increase certain courses selectively, they might also decide to wind back others. It is more likely that diversity would increase, with some universities specialising more in postgraduate-level courses, and in certain broad fields, than that large shifts would take place in total numbers.
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To sum up this section, the adoption of learning accounts would not only tap new sources of finance and increase flexibility and responsiveness, but would also provide the incentives for life-long learning that are absent in the current system.
· Increasing Earned Income

While it is important to ensure that government funds are allocated in the most effective way, this does not help universities in their urgent need to increase the resources available to them.

Raising the cap on the charging of fees is one way of addressing this problem, but may raise equity problems.

Universities need additional help, by means of government incentives, in raising other forms of revenue. These should include incentives to raise income from:
· bequests

· fees

· alumni contributions.
The US system contains a number of significant models that should be examined. 

The Vice-Chancellor of the University of Newcastle, Roger Holmes (Review submission No. 28), has pointed out that there is a wide variety of ways in which donations to universities in the US attract tax concessions, that could be adopted here. An example is the Charitable Remainder Trust, in which donors place property in such a Trust, enjoy the income from if for the remainder of their lifetimes, and the remaining property then passes to a university.

We agree with Professor Holmes’ recommendation that the Government should initiate a major review of taxation incentives for donations to universities, and actively investigate international models.

A further US model which has come to our notice is the regional fund into which families can prepay university fees, before their children go to university. Funds can then be withdrawn later and used to pay fees at the regional university of the student’s choice. The State of Florida has such a scheme.

This approach could be combined with the learning accounts model, in that both individuals and governments could prepay fees into such a regional fund.
All Australian universities have developed alumni programs, but few have managed to develop these to the level that is common in the United States. It has often been remarked that one reason for this is cultural – there is a long tradition in the United States of private support for universities. While each university is doing what it can to bring about a cultural shift in Australia, their efforts are unco-ordinated, and therefore lack impact. Government could be of great assistance in bringing about the cultural shift by undertaking a broad national campaign to promote alumni support for their universities. A government campaign would achieve significant economies of scale and have a great impact in furthering the efforts of the individual universities.

A further model that deserves revival is the government foundation along the lines of the Victorian Education Foundation (VEF). Under the VEF model companies were able to elect to direct a small percentage of their payroll taxes into the Foundation, which accumulated very significant funds that were then available for special projects. 
The VEF model is related to the concept of ‘tax hypothecation’, in which members of the public exercise choice over how their taxes are allocated, or governments indicate the specific purpose to which specific tax revenues will be applied. Some believe this might provide opportunities to raise additional taxation for a popular service such as education. 
· Alternative Policy and Funding Options – 2 + 2 Model
Context

In our submissions to the Review we advocated adoption of the ‘2 + 2’ model to rationalise and integrate the structure of the tertiary sector. Under this model, all students would complete a two-year Associate Degree and then choose whether to take out the Associate Degree or to continue on to complete a Degree.
Aside from the educational advantages of this approach (see below) it would also help the government address the challenge of providing growth in the system to meet the projections for population growth mentioned above in the first section.
We have undertaken preliminary financial modelling which indicates that the Government could fund the same total number of EFTSU and commencing students as it does presently with a saving of over 10% using the 2 + 2 model based on the model outlined below. This saving could be used to provide additional places.
The 2 + 2 Model Revisited

Under the proposed model, places in the first two-year Associate Degree stage would be put out to tender. Funding for each year would be at a lower level than for the second stage, which would remain at the current level. The first stage would be focussed on good teaching and learning, and on the acquisition of generic skills, which are in high demand from employers (see Employability Skills for the Future, BCA and ACCI, 2002). 

The second stage would be focussed on more advanced learning and teaching, informed by research. 

At the end of the first stage, students would be able to choose between taking out the Associate Degree and articulating into a Degree program.

The competitive nature of the tendering process would lead to lower costs per place in the first stage. A reduced rate of HECS, say 80% of the full rate, would apply. The tendering for first-stage provision would be open to TAFE Institutes and private Registered Training Organisations as well as Universities. The VET sector organizations would find it easier to provide very competitive tender bids, because of their lower fixed costs. Some universities might choose to leave the first stage altogether, and concentrate on the second stage and research. Others would choose to compete. They would make this choice with regard to their strategic goals. 

In either case, as mentioned before, a university would be the accrediting institution for the Associate Degree program.

The second stage of the 2 + 2 model would be funded at the current rates for university undergraduate programs. However pubic funding would not be available for students who had not completed by the end of their fourth year of enrolment. Allowance would be made for students completing double degrees or longer degrees, such as Medicine.
Rationale
There are clear financial advantages in offering the first half of degree programs outside the university system.

There are also other good reasons for moving to a 2 + 2 system apart from the financial ones.

Such a system would be also very sound in terms of educational principles, and would address a number of structural tensions in the current tertiary system.

Over the past few decades many universities have become more and more focussed on the upper end of their business. Many academics aspire to liberate more time for their research, and some see teaching as a distraction. Senior academics spend less and less time teaching first-year students, and more time teaching honours students in the later years and postgraduate students. While the nexus between teaching and research is an article of faith for many in the academic community, there is little reason to believe that it is vital at the lower levels. 

The transition between school and university is a time when many students benefit from the attention of specialist teachers, who can assist them in moving from the intensive coaching that often characterises the school environment towards the autonomous learning that is expected at university. Universities have not always been good at this. The contrast between the supportive environment of school and the first year of university, where students find themselves left to their own devices in a large impersonal institution is too great, and often leads to high attrition rates between first and second year (see Hartley, Polesel and Teese 2000).

Meanwhile, the TAFE Institutions aspire upwards and wish to offer degree programs, the main thrust of the submission to the Review by TAFE Directors Australia. The TAFE Directors argue, quite rightly, that there has been a blurring of the boundaries between TAFE Institutes and universities. Some Institutes in South Australia already offer degrees in specific areas. The Victorian Government has moved to make provision for similar initiatives. 

The TAFE directors argued that students should have the option of proceeding through to a degree within a more applied TAFE environment. They do not address the issue, however, of what the nature of a degree program is, how it differs from a Diploma program, and whether the TAFE environment is suitable for delivering it.

While we agree that it is not necessary to deliver the beginning of a degree program within a research environment, we do not agree that complete degree programs should be delivered wholly outside a research environment. This would be to call into question the entire nature of the degree and lower the reputation of Australian degrees internationally.

The National Protocol for the Accreditation of Higher Education Courses to be Offered by Non Self-Accrediting Providers states that the following broad criteria should apply across all jurisdictions:

· the course design and content should satisfy the requirements set in the Australian Qualifications Framework for the award level; 

· the course should be comparable in requirements and learning outcomes to a course at the same level in a similar field at an Australian university; 

· the delivery arrangements, including matters of institutional governance, facilities, staffing, and student services are appropriate to higher education and enable successful delivery of the course at the level proposed; 

· the provider has appropriate financial and other arrangements to permit the successful delivery of the course, and is a fit and proper person to accept responsibility for the course.

The Australian Qualifications Framework specifies that bachelor degree programs must bring about “development of the academic skills and attributes necessary to undertake research, comprehend and evaluate new information, concepts and evidence from a range of sources”. 

Striving for Quality advocated “a focus on the development of intellectual autonomy, through critical inquiry, problem-solving and self-directed learning”. 

The most appropriate environment to develop these higher skills in students is indeed in a university environment, where academics are engaging in research on a daily basis at the cutting edge of knowledge in their fields.

Striving for Quality also deals with the distinctiveness of higher education and maintains that it should involve “an effective combination of general or liberal studies and more directly vocational ones” (quoting from the OECD). The most effective way of achieving this combination is through the proposed 2 + 2 model, in which TAFE Institutes and universities combine their capabilities.

VET providers have much to contribute at the intermediate level, in smoothing the transition between school and university. Dobson, Sharma and Haydon (1995) undertook a study for the AVCC of relative performance of undergraduate students with different backgrounds. They found inter alia that the most successful university students are those who have had previous exposure to higher education in a different course or at a different level. Accordingly we would predict significantly greater retention rates in years 3 and 4 of the degree programs of student who had previously completed an associate degree.


However one year at a VET provider would not normally be sufficient preparation for a student embarking on second year in a university course. It would be equivalent to completion of a Certificate IV, which is normally not enough to qualify a student for articulation into a degree. 

As the Commonwealth Minister has pointed out, the educational environment of a VET provider is very different from that of a University. VET courses are deliberately designed to be more specific, skills and competency based, and consequently underpinning knowledge and conceptual skills take longer to develop than in university courses.

Articulating students will struggle to adapt to the conceptual level of a second-year university course unless they have had sufficient time to develop those skills. 

The ideal way for articulating students to develop these skills is by completing an Associate Degree program. Unlike a VET Diploma, the Associate Degree program would be specifically designed to prepare students for entry into university. Under our model, while the program could be delivered by a VET provider, the curriculum would be approved by a University, and consequently would lay the foundations for successful achievement at university level.

1 + 2 or 2 + 1 programs have an important place in the tertiary system, indeed Swinburne offers some best practice courses of this type. But they are best developed internally within an intersectoral institution such as Swinburne, where they can be optimised under the supervision of a single academic governance structure. Swinburne staff have co-operated across the sectoral boundaries to ensure that such programs contain a mix of TAFE and higher education units from the outset, thus ensuring that students can make a smooth transition through the program.

To sum up this section, there are sound educational reasons for interposing an intermediate stage between completion of school and the full degree program, which would be taught outside universities, but this intermediate stage should be a two year Associate Degree program, and the full degree program should be taught only in a university environment.
· The Way Forward
Changing to a universal learning account and/or 2 + 2 system in one go would result in excessive disruption and transition costs. 

We recommend that a national pilot program be developed to support the introduction of the 2 + 2 model. The pilot program would apply to growth funding, additional places, thus leaving current core funding to universities undisturbed.

In this first phase, additional places would be made available, at a discounted rate, for the tendering process. These would be subject to 0.8 HECS. 

A politically cautious approach would be to confine tendering for the pilot first-stage places to the TAFE Divisions of multisector universities, and tertiary-capable institutions that were tightly-coupled to universities by association agreements. 
In like fashion, there should also be pilot programs introducing learning accounts, perhaps for limited sectors of the population, such as mature-aged students.
These pilot programs would pave the way for a truly sustainable future system of funding for higher education that would meet the nation’s needs well into the future.
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