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Overview

Some decades ago now, the UK led the development of an approach to marketizing public goods and
services that was coined "new public management'. The Australian higher education system — possibly
more than any of its peers internationally — grew to embody this approach. Within the context of
competitive market forces and greater commerciality, a suitable regulatory supervision would be imposed.
In the Australian context, in response to Australian public institutions operating within a commercial
market, suitable controls and safeguards would be created. This equilibrium now appears to have run its
course, with Government moving to reimpose 'old public management' type controls within a context of
diversified revenue streams required to sustain growth targets and navigate complex system level
government funding. Where the financing of Australian higher education will go next is unclear in the
midst of contest between its stakeholders, including current questions about the value of university
education by students, the social licence of universities by government and overall quality concerns
expressed in community. The Australian experience offers useful insights to the challenges and success
factors of optimising a complex public/private system. This paper does not address the interrelated but
somewhat separate challenges of funding the other part of the tertiary education system, in Australia
called vocational education and training.

The Australian higher education system — a brief sketch
The Australian Higher Education (HE) system reflects a contemporary major Anglophone system that has

maintained quality while growing at a rapid rate. An infographic summary of the different phases of
development of the system over the last five decades is sketched below in Figure 1.
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Figure 1| Evolution of policy and funding in the higher education sector

Evolution of policy and funding in the higher education sector
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Today, the Australian higher education system can be described as follows:

A system tightly regulated by the Commonwealth independent agency the Tertiary Education
Quality & Standards Agency (TEQSA), which is a commission model and the gateway to the
system for universities and HE colleges alike. Key to this scheme is a requirement that
institutions registered as universities must conduct research and research training, and must
produce research 'at or above world standard'.

A system with just over 200 registered providers, including 44 universities, 8 university colleges
and over 150 Institutes of Higher Education. See Figure 2 below from the TEQSA website.

The National Register is the authoritative source of information on the status of
registered higher education providers in Australia. You can search by provider or course.

Provider category SAA* |Non-SAA| Total
Australian University 44 0 44
Institute of Higher Education 15 143 158
University College 8 0 8
Total providers 67 143 210

*SAA = Self-accrediting Authority (a provider can self-accredit some or all of its courses)

Figure 2: Tertiary Education Quality & Standards Agency — National Register of registered higher

education providers (extracted 27 April 2025 at National Reqister | Tertiary Education Quality and
Standards Agency)

A system of 1.6 million students (2023 Department of Education), comprised of 1.076m domestic
students and 0.525m overseas students (split roughly 20% offshore and 80% onshore). The
domestic system is in the 'universal' phase of maturity, where almost anyone who wants to study
higher education can find their way to a place. There is high participation, but some questions
about rates of attainment and graduate outcomes. The overseas cohort is one of the largest fee-

paying cohorts in the world, the scale of which has raised debate and political response. More
about this later.

Aresearch and innovation system that has a reasonably consistent core of publicly funded, peer
reviewed research, and a variable level of industry engagement. Commentary over the years has
decried the lack of investment in innovation and research by industry in Australia. There are,
however, significant developments occurring in pockets of industry linked with particular
universities. This includes health and medical research, engineering and computer science, and
space science and physics. Key applications include areas ranging from resource extraction
industries, agriculture and animal production, sustainability and clean energy. Australia also
produces a significant volume of high quality research training graduates. This system has an
extreme skew to the top ranked universities, with more than 70% of research being conducted by
the Group of Eight universities (source: Group of Eight).

Australian universities — a brief profile

The profile of the Australian universities can be described as follows (note - data references refer to
calendar 2023 in most cases):

All universities see themselves as comprehensive and delivering higher education, research and
research training, and engagement activities.

All pursue commercial sources of income where they can, across international and domestic full
fee paying students, endowments, investments and commercial activities.

At the top of the stratified system is the Group of Eight universities, generally the oldest, with the
most research intensity, elite positions and high global rankings. They are also all in capital cities,
and have attracted the best international students at premium prices. This has in turn created
surpluses that could be re-invested in facilities and research, perpetuating the cycle. Post a
merger between two universities in 2026, six of the eight will have approximately 60,000 students


https://www.teqsa.gov.au/national-register
https://www.teqsa.gov.au/national-register

or bigger, two will be considerably smaller, although the ANU receives substantial special
research grants from the Federal Government for the national institutes. The biggest of these are
enormous enterprises, turning over in excess of A$3b and with investment funds of not dissimilar
proportions.

There is also a group of very large metropolitan universities that have competed on the basis of
serving their local city population well in terms of degree programs, investing heavily in building
up international student numbers attracted to the city-based locations, and through strong
corporate management and strategy, have built targeted research programs, often with strong
links to industry. These universities have competed on scale. They include University of
Technology Sydney, Macquarie University, Western Sydney University, Queensland University of
Technology, Griffith University, RMIT University, Deakin University and Curtin University. These
range in size from around 45,000 students up to 73,000 students (RMIT).

There is a group of universities which are largely metropolitan but which have a dual sector
mission, with significant enrolments in both higher education as well as vocational education and
training. These include a number of universities in Victoria, as well as Charles Darwin University
in the Northern Territory. When taking dual sector enrolments into account, these institutions are
also of considerable size, although are mostly challenged financially as with the exception
perhaps of RMIT, they don't have the higher education scale, and vocational education has
required significant government subsidisation to break even.

There are regional universities across the nation, as well as regions served by metropolitan-
anchored institutions. Pure regionals tend to be smaller, and compete in tightly defined domestic
markets. Australians do not generally travel away for university - around 20% report permanent
residence as interstate (2023 Department of Education), and many of these are likely to be
regional students. Regional universities and campuses also have tended to find it more difficult to
recruit and attract international students compared to their capital city counterparts. The vast
scale of Australia's regions and its low population density has made tertiary provision very
challenging, and remains a significant area of disadvantage for local populations.

As noted above, none of the public universities are specialist, all are positioned as generalist.
That being said, there are significant variations in the degree of depth of comprehensiveness,
and in the areas of claimed strengths, across both education and research activities. Big
concentrations in medical sciences, public health, teacher education and technology tend to
provide defining areas for a number of universities across the system.

To this sector have come a small number of smaller independent institutions, including Bond
University (a small not-for-profit privately endowed university), Notre Dame University Australia (a
relatively small, comprehensive Catholic university), Torrens University Australia (the only for-
profit Australian university), Avondale University (a small multi-disciplinary faith based university
with an especial focus on nursing and teacher education), University of Divinity and Australian
University of Theology (both small specialist faith based institutions).

Beyond the universities, there are approximately a further 160 institutes of higher education and
university colleges registered by TEQSA. These are not required and generally do not engage in
research or research training. They focus therefore on teaching, and account for approximately
10% of the student enrolments in the sector. These are a diverse group, including some with a
domestic focus, others with an international student focus, some purely online, some part of large
multi-national education corporations (eg Kaplan, Navitas) and others are for-profit subsidiaries of
public universities.

Finally, the independent sector has engaged in significant contracting with the public universities,
to open and run branch campuses in other locations, to recruit different cohorts of students, and
to deliver online and offshore. These arrangements are often referred to as franchising in the UK.
However responsibility for the delivery of such programs remains that of the university and this is
carefully regulated by TEQSA. The independent sector has also established significant pathway
college channels for recruitment of students to universities, including tied domestic pathways (eg
La Trobe College is a Navitas college issuing its own diplomas on a campus provided by La
Trobe University) and international student pathways (eg Taylors College has been an
international student recruitment pathway to the University of Sydney for more than 40 years).
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Key features of public funding

Over recent decades, public sources of funding have grown only marginally, but declined in per capita
and relative terms, while Government policies have encouraged universities to build private sources of
funding at a more rapid rate. Growth has itself been a key factor without which the system would likely
have faltered.

In Mapping Australian Higher Education’, Professor Andrew Norton provides a useful summary of the key
features of the system, including its funding complexities. Norton provides a long-term table of funding
proportions re-produced in Figure 3 below by permission.

Commonwealth Upfront

government HELP/HECS State student Investments, Other

grants loans government payments donations income
1939 0.0% 0.0% 44.9% 31.7% 16.1% 7.2%
1951 20.5% 0.0% 43.7% 16.7% 8.5% 10.5%
1961 43.9% 0.0% 36.3% 8.6% 6.2% 5.0%
1971 43.0% 0.0% 36.0% 10.0% 0.0% 11.0%
1981 89.3% 0.0% 0.8% 0.0% 4.4% 5.5%
1990 63.4% 11.8% 5.0% 3.2% 7.6% 9.1%
1995 58.3% 10.0% 1.4% 10.2% 5.3% 14.8%
2000 45.2% 14.9% 1.5% 16.4% 3.4% 18.4%
2005 41.3% 13.5% 3.6% 21.7% 5.2% 14.7%
2010 42.3% 13.9% 3.6% 22.9% 4.7% 12.6%
2015 39.5% 17.8% 2.1% 26.5% 4.6% 9.6%
2020 35.0% 17.5% 2.2% 32.1% 4.2% 9.0%
2021 36.6% 15.6% 2.2% 25.8% 9.6% 10.2%
2022 38.2% 17.0% 2.2% 28.3% 1.6% 12.9%
2023 34.0% 15.0% 2.3% 28.7% 7.2% 12.9%

Figure 3: Extracted from A. Norton, Mapping Australian Higher Education (Figure 28)

Despite most Australian universities being State or Territory universities, the State/Territory level of
government does not directly fund them, outside of historical land grant and relatively modest ad hoc
schemes. They do however report to a State or Territory Minister, report annually to their respective
parliament, and are subject to State/Territory annual financial audit, and often borrowing controls.

Funding of the Australian HE system starts with Federal Government funding in terms of core teaching
grants, a world leading student loans scheme, and research grants. There are significant — and some
might say deliberate — gaps in this base. Public places are not fully funded to cover the full cost of
infrastructure and technology. Nor does this grant cover research activity — despite a regulatory
requirement and strong industrial pressure from the National Tertiary Education Union. Nor is indexation
sufficient to cover core cost rises, especially within the labour arrangements strenuously advocated by the
union. The core funding favours large scale and at best moderate quality approaches. Research grant
funding is even more marginal — with very low grant application success rates, and not covering Chief
Investigator salaries, nor overheads nor the full direct costs of projects.

Broadly speaking, the Government has shaped a system in which the public universities have been
protected from the full force of market competition within the confines of Australia. High walls have been
erected. Public funding has largely been restricted to the existing players via restriction of Table A of the
funding legislation (the Higher Education Support Act) (HESA). In combination with global, research-
driven rankings, this has created the conditions for a highly stratified system, and one in which most
Australian universities have grown large by world standards. And by Anglophone benchmarks, the
somewhat unusual situation where the most prestigious universities are also mostly the largest. The 'G5’
as they are now referred to, are all ranked in the world's top 50 (QS 2025), and all have 70,000 students
or more (the exception being University of Queensland with approximately 55,000 students). The merger
currently underway between the University of Adelaide and the University of South Australia is expected
to create another very large institution with some 65,000 students, with its ranking boosted towards the
Top 50 in QS. The system therefore has five institutions over 70,000 students and ten institutions over
50,000 students. The average (mean) of public universities (those listed by the Minister on Table A of

" Norton, A. Mapping Australian higher education 2023 (ANU Centre for Social Research and Methods, 2023)
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HESA) was 38,318 (2023, Department of Education, Table 2.7). These are large in international terms
and more than double the size of Scotland's average university by enrolments.

Growth agenda and initiatives

Within this framework, public universities have gone for growth, using their public franchise to enrol local
domestic students and compete more heavily for fee-paying international students. With the advent of
global rankings some twenty years ago, Australian universities have been adept in 'managing' their
ranking to pursue increased standing, leading to increased student recruitment, and in turn, greater
surplus to re-invest in research and infrastructure renewal. This has not of course been available to all
players. The top end have done spectacularly well, but they now face a stakeholder backlash and face
the reality that managing 70,000+ student populations is no easy task at high quality. The middle layer of
metros have also done well, setting prices competitively underneath the market leaders, and making the
most of their central CBD locations. They have centralised planning and investment, and been highly
adept at scaling growth, managing risk and delivering infrastructure-based services. Those without such
locational advantages have watched on and found it difficult to compete. Over the last decade, this has
led many of the outer metros and regional players to invest in major new 'City Deal' infrastructure
developments. For these institutions, this has often involved 'betting the house', given more challenging
financial profiles and thinner balance sheets. These developments are currently in train and it remains too
early to confirm their success, although some early signs are mixed.

The equation has remained, however, extremely challenging for institutions without the scale, nor the
margins derived from large, high fee international student cohorts (especially those from China). These
universities have remained fundamentally dependent on Government funded student places. They have
not been able to generate much by way of Government funded research grants, nor build up endowment
and investment income, nor attract significant full-fee paying domestic students. And on international
students, these universities have often had to contract the private sector to help them recruit international
students. These universities have done major franchise deals, which the elite universities have not
needed to. Such deals, while bringing certain benefits to students, the university and the contractor, have
ultimately split margins with the university in question, raised mission alignment questions and in some
cases caused reputational damage when quality has been in issue. These institutions have therefore
been highly dependent on Government funding programs and sensitive to change in the rules. These
institutions were also highly sensitive to volatility with the onset of the global pandemic.

Market opportunities within the context of public funding

Within the system level funding settings, Australian universities have pursued market opportunities — we
might say along New Public Management lines. They have:

e enrolled ever increasing numbers of full fee-paying international students (some of the highest
proportions in the world).

e set domestic student contribution fees at the maximum level permitted by Government for
Commonwealth Supported Places.

e tried to enrol full-fee-paying domestic students where allowed by Government — although this
market has been relatively small

e sought to build up endowments and surpluses to create investment funds from which to draw
income

e pursued commercial market arrangements with private education and ed-tech companies to
reduce costs and increase margins

e adopted a central management approach which has followed a standard services business
model, investing in technology-based platforms and withdrawing most non-academic
resources from faculty, school and department control.

System level and contextual considerations
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University workforce

Over the last two decades, the Australian university workforce has been re-shaped to cope with increased
demands and eroding student-to-staff ratios. Professional staff (non-academic) have become far more
specialised, with growth in income-generating roles (student recruitment, advancement, industry
engagement), digital roles and high volume student support service areas. Overall, this group has more
than doubled in two decades and now exceeds 60% of the total continuing workforce. The core group of
academic staff (those in continuing or fixed term Teaching & Research roles) have only increased by 15-
20% over this same time period. Greater growth has been in Research Only workforce (up by more than
140%), as the scale of research activity has grown. Casual staff have also grown, but somewhat
surprisingly have remained at approximately 20% of the FTE equivalent of the permanent workforce,
noting this takes into account the growth in that workforce. So the overall workforce has grown, but not
nearly as quickly as student numbers (up 54% vs 72%). And if we look to the education workforce, this
divergence is even greater. There is no doubt the Australian academic has faced significant rising
demand in teaching loads. At the same time as significant increases in research outputs and research
training load, this raises some hard questions about how this has been achieved and how it can be
sustained. With most academics appointed into 'teaching and research' roles, this has then raised
expectations of the individual and the institution that they will pursue a research-active status. Yet public
research grant funding has not been increased in line with growth in education. Competition for grants
has been fierce, with grant success declining to below 10%. Along with grant rules excluding funding of PI
salary, university overheads, and a share of the direct project costs, this environment has arguably and
apparently favoured the leading research intensives. Only specialist schemes have countered this at the
margins.

Infrastructure

The shift in terms of proportionate public / private funding is even greater if we take capital funding into
account (what the accountants call 'property plant and equipment').

The Commonwealth has not funded the vast bulk of property and infrastructure necessary to meet the
needs of this growing student body, with some notable exceptions. Even historical land grants from State
governments do not fully explain the property portfolios than have been deployed to support the growth in
students and research activity. Infrastructure has largely been funded by universities themselves, with
some public grants, but also significant bank lending facilities (requiring facility limit increases approved
by State treasurers) . Along with large donors, the capital has often been put up by the private sector.
Many campuses are now leased or part of private groups delivering under third party contracts for
universities. While students have almost doubled in the last two decades, we have not created a single
new public university — the students have largely enrolled in the existing institutions. And while new city
campuses (mainly 'vertical campuses') have been opened with greater efficiency, many regional and
outer metropolitan campuses have closed or been significantly diminished. In their place, the Federal
Government has favoured the funding of many low cost 'study centres', designed as a generic study hub
in which multiple institutions can reach their remotely enrolled students?. The other major development —
especially since the pandemic — has been the development of wholly online campuses as well as hybrid
delivery at scale. A number of Australian universities do not any longer offer face-to-face lectures, and
those that do report that many of their enrolled students prefer to not attend in person but download the
lecture online and review it at 2x speed! A number of universities have entered into significant contracts
with online program managers such as Online Education Services (OES) and KeyPath, typically involving
recruitment of domestic students, development of suitable programs, and delivery a complete online
environment. These are the next generation versions of Open Universities Australia, bringing the private
sector in to help. These approaches build on lessons learned from the earlier MOOCS experience.

Far from seeing a wholesale reduction in the expense of infrastructure provision, universities must now
grapple with modernising and changing physical infrastructure to suit modified expectations of a campus
experience and pedagogy, as well as providing enormous growth in online platforms and technology. As
one of the most publicly exposed types of institutions, the cost of technology provision, including dealing
with Al, cyber and data protection, has been growing exponentially.

2 See for example: Ten new Regional University Study Hubs announced - Department of Education, Australian Government:
"Regional University Study Hubs enable students living in regional and remote Australia to access university and other tertiary study
without having to leave their community. The Hubs provide study spaces, fast internet, computers, and free student support,
including academic skills advice."
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Government it seems has largely assumed universities 'can do more with relatively less from them'.
Arguably this message has continued under the recent Accord review. While a new funding system is
being designed, it is far from clear that it will lead to better funding overall or per student. Forced growth in
specific student numbers in specific university campuses (together with introduction of hard caps) is
unlikely to come with sufficient funding to address the gaps.

Pandemic

Into this evolution came the hugely disruptive global pandemic. For Australia, the timing of its academic
year commencing in early 2020 meant that most students were already fully enrolled. So the major
enrolment impacts really only kicked in from 2021 and following years. The Government provided some
further compensating measures. But the scale of forced lockdowns, their length (especially in Melbourne),
and the delay in re-opening borders all played havoc. Student feedback on their experience was
especially harsh in 2020 and into 2021. The inability of the system to maintain quality as perceived by
students and graduates was a real concern. Significant efforts have been made to restore performance
on key national indicators. However, in 2024 just as institutions were getting back on their feet, overseas
migration became a hot political issue, and the Government framed new numbers controls around the
highly abnormal pattern of returning migration post borders re-opening. These measures (including new
integrity measures) — implemented by stealth initially (Ministerial Direction 107) and then by half
measures since (Ministerial Direction 111) — have played havoc with a sector already trying to deal with
volatility and re-build both its finances and confidence. Only this week the Government announced plans
to increase further the application fees for student visas to A$2,000, non-refundable in an environment of
uncertainty as to visa grant?.

The combination of the many factors across the past four years has seen the Australian university sector
further stratified. The top five ranked universities at the top of the system (Melbourne, Sydney, UNSW, UQ
and Monash) have all managed to re-build and extend their balance sheet strength, despite some short
term operating losses*. They have grown their fee-paying students, grown their 'endowments' and grown
their absolute and share of research income. In the face of potential number controls, they have moved
rapidly to protect their positions by lifting international fees significantly. However many other Australian
universities have not fared so well. Many of those that had locked into long term strategies — including
infrastructure programs — in 2019 or since — have faced a significant and rapid erosion or uncertainty in
respect of income streams. Major structural re-adjustment is underway. Government no doubt anticipates
many of these same institutions will feature strongly in helping to meet Accord targets of lifting national
equity performance and meeting skills and attainment targets. Government also seems to expect that its
market-measures in MD111 will provide the necessary resources to do so, presuming international
students will go to where the Minister provides for extra places. Smaller universities with far less balance
sheet strength, and facing a blowtorch of scrutiny around their corporate governance, are now in the
process of re-evaluating in a fundamental way their capacity to meet mission, their priorities and the size
and shape. There is as yet no obvious replacement for the high growth model that drove the whole
system over the past 15-20 years. In the short term, the volatility looks likely to continue, and if significant
increases in funding are to await a new ATEC Commission providing informed analysis and advice, this is
some years away.

Generational Review — Universities Accord

The Universities Accord was commissioned by the Commonwealth government as the first generational
review of the sector since the Bradley review in 2008. Since the final report was released, the government
has implemented a range of actions and initiatives designed to support student safety, reduce gender-
based violence, reduce student debt, formalise thresholds for student amenities funding, support access
and equity, support funding for work placements and establish a National Student Ombudsman.
Collectively, these early actions are targeted to directly support students studying in Australian
universities.

None could argue with the Government's goals of substantial improvement in access and equity in higher
education, dealing with persistent long term issues of under-representation in certain areas. Nor could
one argue that long term planning appears to suggest that over the next 25 years, Australia would need a
huge uptick in skills that are largely seen as the product of higher education — with the report projecting
an almost doubling of higher education enrolments required. Additionally, the establishment of

3 Labor to fund $760 million in election promises by raising international student visa fees | SBS News
4 See E/Professor Frank Larkins: the-2023-financial-health-of-five-major-australian-universities. pdf
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Yet the review, and the Government's response to date has been largely silent about commitments to
funding increases at the institutional level. Rather mechanisms of further system level regulation and
stewardship have been established including through the establishment of an Expert Council on
University Governance and the proposed Australian Tertiary Education Commission (ATEC). ATEC is
designed to manage the growth and shape of the sector through a Proposed Higher Education Funding
Act. What appears to be intended is that ATEC will be used to shape a more informed yet more
controlling approach to Government funding — with indications of a return to capped student profiles by
discipline and program level, and removal of flexibility to over-enrol above cap while still receiving the
student contribution component. The vision is innovative — a well-resourced expert analysis function
leveraging a world leading labour market planning function (Jobs & Skills Australia) advising Government
on system composition and by inference institutional growth targets.

While this may foreshadow the platform intended to underpin uplift in overall Government recurrent
spending, it does appear 'back to the future' in terms of controls and removal of market dynamic. Overall,
the Universities Accord review provides a direction, but no clarity on core funding issues. Pleas by the
sector to re-jig or unwind the Job Ready Graduate (JRG) student funding rates, and to provide a future-
facing outlook to research funding (and evaluation) have to date not been met. Instead, foreshadowed
priorities arising from the Accord appear to be a reversion away from the 'new public management' deal,
one that maintains ever greater layers of regulation and control, and limited capacity for the benefits of
market de-regulation. In other words, the red tape and compliance burden keeps growing, but the funding
keeps being deferred into the future. Somewhat ironically perhaps, the Government's biggest funding
reform in the past year has arguably been to restrict international student numbers and seek to re-
distribute them to less well-off institutions.

In this context, the combination of recent public policy changes, the long-term impact of the global
pandemic, and increased uncertainty, has left the Australian university sector operating for many (but not
all) institutions at their limit and having to undergo major re-evaluations and structural adjustment.

Key Challenges

Australian HE has needed to find non-public revenue sources to absorb major growth in student numbers
at marginal funding rates.

The system has largely protected existing public institutions (high walls, non-level playing field). This
includes a national industrial relations environment with a strong labour union.

Universities have developed scale efficiency, student fee income, investment and other commercial
income to respond to these conditions, although unequally across the sector.

Universities have then used private contracts to leverage their privileged position in the system, to
achieve efficiencies and outcomes that public institutions could not. The less privileged universities have
exploited private contracts more in the face of market pressure.

The system — which might be seen as a version of the New Public Management model - has developed
system infrastructure that has served this phase well — but is now facing challenges with some questions
and limits as follows:

e Astudent contribution component underpinned by a universal student loans scheme with fixed
student fees nationally and progressive income-contingent repayment thresholds. The scheme
has been modified periodically to accommodate full-fee paying postgraduate courses, private
provider student loans and for a period to extend to vocational students. A key issue however is
that the cumulative debt is growing exponentially (See Andrew Norton — Mapping — at Figure 32)
— and inflation-linked loan repayments have now become the subject of strong student and
graduate dissatisfaction. The domestic student contributions are also now high by international
norms ($17,000 per year, more than $50,000 for a three year bachelor degree in arts, commerce
and law for example).

e A Government grant component (CGS) that is derived from the old core institutional grant. Since
around 2010 this has been seen as exclusively student-focussed funding, despite a major sector
debate at that time that it was in part to support research. The CGS grant funding claims to follow
students but in reality is relatively 'sticky' in the existing structures. The student grant is dollar
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capped in aggregate for an institution, with no funding above that level, and reduced funding if the
value of enrolments are below. This is proposed to change under the Accord reforms.

The number of undergraduate places in the Government funded system (the vast majority) were
uncapped in 2012 as part of what was known as the Demand Driven System which emerged
from the 2008 Bradley Review. Following major system expansion (and Government funding
increases in line), the system was re-capped in 2018 for the CGS grant component only, with
student contributions still being paid for places enrolled above the cap (often referred to as soft
caps). There were modest numbers of new places added each year, based on population change
and 'national priorities'. Conditions attached to these places undermined the capacity of the
sector to fill them however.

The student contribution price caps are structured in multiple tiers, and the CGS grant is also
funded in multiple different tiers. These two 'scales’ lead to various permutations which lead to a
significant variation in funding that comes to a university in total for a given student, depending on
the field or fields in which the student is studying (based on subjects or units). This is all very
complex. Based on 2025 rates, at one extreme, for example in humanities and business, the
CGS grant is miniscule (A$1,286 per full time student in 2025) and the student contribution is
more than A$16,992 per annum. In other areas, such as teacher education, the CGS grant is
A$15,526 and the student contribution at A$4,627. And in high cost programs, for example in
medicine, dentistry and veterinary science, the student contribution is set at A$13,241 and the
CGS grant is set at A$31,641. This is a complex scheme, and in 2019 it was significantly
amended (Job Ready Graduates reform) to make major adjustments — major increases in student
contributions eg in Arts, major decreases in student contributions eg in Teaching and Nursing,
and major increases and decreases in some CGS grant amounts. The net effect of these
changes has raised major concerns as to their impact across the sector. But in hindsight it has
proven very difficult to make major changes to these inter-linked arrangements. In an
environment where funding reforms must be close to cost neutral, this has meant changes would
likely impose costs on either students or particular teaching disciplines or both. Few would argue
that this system is now in healthy shape and is set up to evolve over coming decades.

The Universities Accord sought to recommend a way forward, with a new body, the Australian
Tertiary Education Commission (ATEC), to do the hard analysis to work out proper funding levels
for institutions and allocative distribution of places. This 'system steering' mechanism is also
predicated on working closely with Jobs Skills Australia, a relatively new labour market agency
that is developing highly sophisticated models of current flows from tertiary education into jobs,
and projecting national skills needs of the future. To date, there has been no significant change
and no funding relief. It appears the Government is committed to establishing ATEC, but beyond
this, it is unclear what its approach will be, its timetable and its capacity to change funding
decisions currently reserved for Ministers, and embedded in legislation. Discussion papers
appear to suggest that the Government will move to cap not only the total number of international
students, but also domestic students, and that the role of ATEC will be to work out how to allocate
those places across the system. What is clear, however, is that the Government and its
Department are contemplating a significant increase in the level of prescriptive control of funding
for student places. The flexibility to over-enrol students and still receive student contributions is
now at risk — arguably an important flexibility for those institutions under most financial pressure.
The flexibility to enrol students within a CGS grant profile has largely enabled institutions to reach
their maximum grant amount regardless of whether it was in the disciplines specified in the
profile. It was only over-enrolments, and enrolments in priority courses such as medicine that
were tightly regulated. Once again, arguably the institutions that have benefitted most from this
flexibility have been the ones under most financial pressure. Whilst it may be said that on balance
the proposed approach may be better than the current system, this would depend heavily on
whether significant new funding will be available. On another view, the Accord and the
Government appear to be headed back to the way things were done two decades ago, with
restrictive discipline-based numbers and funding controls. This reversion to detailed market
intervention is likely to have a range of implications and side effects.

Research funding that is now flat or in real decline and remains skewed heavily to just a few
institutions, at a time when new regulatory requirements from 2026 will require 'world standard'
research of all universities in at least three broad fields (and from 2031 a majority of fields) in
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which the institution teaches. The Accord had a limited focus on the future of research, and even
less to say about its funding and evaluation. This is notable given the TEQSA deadlines in 2026
and 2031 respectively.

Research quality evaluation (ERA 2023) that has been paused with no replacement on the
horizon. The process was robust, but resource intensive. Some in the sector lobbied for its
cancellation. Unfortunately, this at a time when arguably those most exposed to the TEQSA
research standards would need a robust process to be in place.

Regulation of entry to multiple categories of HE institution and the enforcement of legal threshold
standards covering almost every facet of operations and governance, including protection of
university and university college titles.

Regulation of international students (ESOS and CRICQOS), initially as a consumer code, then
reinforced to respond to integrity concerns, and now extended to provide a form of number
controls (MD111).

Regulation of a national qualifications framework (AQF), embedded within the regulatory
architecture, including protected award titles. The AQF is very similar to the SCQF.

Regulation of private franchise contracts (called third party provision).

Inter-operation of HE and VET, with skills being a national priority but not well served in the
tertiary education framework, with different regulators, different funders and only partial mobility
between systems.

Conclusions - reflections on key success factors

In the context then of reflecting on what some of the key success factors have been in the Australian
experience, a number of elements are apparent. These observations are not all plaudits — some are
lessons learned:

An independent regulator — with threshold standards — linked to other parts of the system. But
one in dialogue with government about the kind of system needed by the nation. Some key
elements of the Australian scheme are (i) multiple categories of institution types (ii) accreditation
of courses by the regulator in absence of degree awarding powers (this is very different to
franchising) and (iii) a risk based approach with a risk framework.

High quality data gathering, reporting and public disclosure, joined up, to support analysis, policy,
regulation, funding, investment and market participation. The UK infrastructure here is probably
better.

A significantly market-oriented framework that encourages competition rather than shies away
from it. This must include stable approaches in which reliable decisions can be made and
confidence can be built.

A student loan scheme that can handle fixed fee and full market fee arrangements, and which
can provide some degree of protection against volatile indexation, but which also accepts that a
significant portion of the debt will never be repaid.

Broad envelopes for Government grant rather than micro-management, with the capacity to
invest in innovation and diversity

Broad funding distribution, avoiding over concentration in just a few institutions

Mechanisms to buffer institutions against rapid and volatile movement of funds, which allow time
for transition but do not represent permanent subsidy and protection of a 'club’

A system that reflects the institutional scale and risk — if there is insufficient scale, then other
strategies or hard options may need to be considered eg mergers. Ultimately there needs to be
an eye to some level of scale of provision — at total institution level, and in concentrations of
disciplines doing the teaching and research.

Research funding that is not divorced from education policy — they need to be joined, and
recognise the growth challenge
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Strong qualifications framework that evolves to meet market needs — at home and abroad eg how
will you deal with micro-credentials and short courses, or courses that can be broken down into
many little parts?

Be clear about the relationship and the risks between the higher education system and overseas
migration programs. 'Slowbalisation' is showing significant risks to future student flows. But if
international students cannot be relied upon, then it is critical to find alternatives or accept that
public contribution will need to remain high, potentially much higher.

Be clear about the role and value of the independent sector, rather than only seeing things in
terms of how to make your universities become market-oriented. Independent providers have
recruitment networks, niche expertise, and balance sheets. Some of them have also led the way
in terms of student support, transition and industry-focussed programs.

Recognise that market and community can be aligned, but that at times, there may need to be
hard conversations about the two — the broader market will not necessarily value community but
may be a necessary component to ensure your community benefits from a world class system
delivered locally. Equally, it is not tenable to lose community support. This can be very
challenging to navigate in a polarised and new media driven world.

Institutional planning and analysis capability which links students, markets, financing and quality
indicators. Capacity building in this area is complex and is required equally under both a market-
driven approach as well as a top-down prescriptive one.

Strong institutional corporate and academic governance is critical, including for the achievement
of a number of things listed above. External independent review of the peak bodies on a regular
basis is proving most valuable.
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