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1. Process and Context of the Review

The Nelson review has the potential to bring about the most sweeping changes to higher education for a generation. It should be seen as significant as the Whitlam era reforms (free education, commonwealth taking over bulk of funding of universities) and the late eighties Dawkins reforms (introduction of HECS, end of binary divide between colleges of advanced education and universities).  Certainly DEST Minister, Brendan Nelson has given every indication he wants to make his mark despite being new to the portfolio. However, it is not just a case of more bravado from a politician. Student representatives should take this review much more seriously than the 1997-8 West Review and last year's Senate Inquiry because it has much more chance of getting implemented. 

The review is not a public review in the sense of last year's Universities In Crisis Senate Inquiry.  Instead it is ministerial review aimed at generating legislation early next year with associated budgetary measures ready for the next year's 2003-4 Federal Budget.  The Minister has set up a reference group including vice-chancellors and other higher education stakeholders but has pointedly excluded representation from students  (apart from last year's Young Australian of the Year) and university staff unions.   The Minister intends to release a series of ministerial discussion papers that raise different proposals that the Minister thinks may 'build a stronger higher educations sector'.  The first of these papers, Higher Education at the Cross Roads, is an overview paper and deals with vital issues like university financing (ie student fees) and how the sector will be structured.  There is some scope for submissions to this inquiry with the deadline for submissions for the Cross Roads paper being June 28 2002.  After these 'conversations' with the sector the Minister plans to hold a forum at the end of the year to consider all the issues, and then will go ahead and draft legislation.

The likely reforms pursued by the Minister is however, are not likely to see him remembered as fondly by students.  The worst options raised in Cross Roads include:
1.  The effective abolition of HECS and its replacement with a PELS-style loans scheme;

2. Restricting subsidised student places to initial degrees and/or  a specified time limit;

3. Getting rid of many courses with small enrolments;

4. Diverting more public funding to private providers;

5. Abolishing the Unified National System so that many universities will no longer offer a comprehensive range of research activity, research activity to be targeted at elite universities;

6. The introduction of a voucher system of allocating funding;

7. Prohibitions on pattern bargaining by staff unions.

Even if not all of these options end up in the final package of legislation it will represent a far greater attack on students and university staff than the Vanstone's changes in 1996 (massive funding cuts, introduction of differential HECS),   

These 'worst case options' are not just scare tactics dreamt up to get us to tolerate a more moderate option.  Rather they are consistent with the free market logic of the Howard Government.  While Nelson may champion himself as a moderate wet, at the end of the day the radical free market views of the Howard Government Cabinet are likely to prevail unless there is massive opposition from the sector and the community.  Similar options were contained in Dr. Kemp's infamous 1999 leaked cabinet discussion paper.  At the time John Howard over-ruled his Education Minister because he believed that the proposals were at the time politically unsaleable.   It is also similar to the model raised in the 1997-8 West Review of Higher Education that was also seen as being politically unpalatable.

 However, Dr. Kemp went about implementing his agenda in a piece-meal manner.  Firstly the 'public component' of universities were starved financially.  Little was done to restore the 6% of projected funding lost over 1997-2000 in the cutbacks announced by Senator Vanstone back in 1996 (apart from some money for priority areas in the health and the sciences to appease business and community concerns, and a pre-election sop by restoring a few of the places that had been cut from the regional campuses).  The rapid growth of the international fee paying market hid the stagnation in subsidised places for the domestic students. In 1998 there were 20,000 less subsidised full time places than had been projected in 1996.  Subsidised places fell again in 2000 with a loss in real terms of another 2,040 full time places compared to the previous year.  Another Howard Government strategy was the removal of proper indexation of university operating grants to take into account salary increases.  There was also the loss of funding for thousands of 'gap' research places (ie, enrolments on a HECS-liable basis over and above the HECS-exempt quota). 

Other factors contributing to the crisis in university funding was weak Australian dollar which was massively inflating the price of imports.  This has hit library and laboratory budgets the hardest.  There was also the problem of the long term strategy employed by universities since the early nineties to expand domestic places through unfunded, and then marginally funded places. There are are still more than 30,000 marginally funded places in the system (although the student have paid the same HECS rates as other students). 

The overall strategy of the government has been to break the opposition within universities by financially squeezing them into submission.  Nelson has declared that he will continue to apply this squeeze by stating that he will not support extra funding for universities without their being major reforms.  Universities have tried to break out of the funding squeeze by embarking on a headlong rush to rapidly expand their student fee paying revenue (which they keep themselves).   The massive growth in fee paying places this year is indicative of the crisis the squeeze is producing - domestic up front fee paying places are up by 54% over 2001, international student places have grown by 36% this year, and postgraduate coursework fee paying places are up by 25%. 

Secondly there has been the piece-meal marketisation of the areas where the commonwealth interacts with universities.  The allocation of grants for research and research training were placed on a more commercial basis.  The precedent for using public funding to be fund private institutions was also set.  Then a loans scheme compatible with market based fee structure (Postgraduate Education Loans Scheme - PELS) was established for postgraduate coursework students and was extended earlier this year for bringing courses. 

This review is likely to make explicit the 'politicly unsaleable agenda' of 1999 and turn it into legislation for 2003 - unless we can stop it.

1. Student Fees (including replacement of HECS with new loans scheme)

'HECS rates could be increased and the revenue directed to institutions through operating grants.  …HECS tuition subsidies could be limited to either an initial higher education qualification or a period of time. Setting limited subsidies, which has already been done at the higher degree by research level, would improve progression rates, and provide for increased access to Commonwealth funded places without the requirement for increased funding.'  (para. 170, p.35)

'The same result may be achieved by raising the HECS contribution rates and passing the revenue on to universities, but that would not provide an incentive for improved university responsiveness and differentiation' (para. 186, p. 37)

'Allowing institutions to vary their prices may give universities increased flexibility, promote greater responsiveness and encourage innovation and diversification' (para. 182, p.37)

'institutions  could be given discretion to vary their prices within a band' (para. 190, p. 38)

'Universities could offer a merit scholarship price discount, a premium for quality, a choice of extra services (such as for a semester overseas or additional tutoring), or a 'no frills' service.' (para. 183, p. 37)

'Publicly subsidised access could be rationed according to ability to benefit. Rationing could occur on the funding allocations of student places to institutions or the availability of tuition subsidies and loans to students'. (para. 161, p.33)

'HECS tuition subsidies could be limited to either an initial higher education qualification or a period of time. Setting limited subsidies, which has already been dine at the higher degree by research level, would improve progression rates and provide increased access to Commonwealth funded places without the requirement for increased funding' (para. 170, p, 35)

'The availability of income-contingent loans where fees are charged would help to remove up-front barriers to student participation'.(para.186, p 37)

'Eligibility for PELS-style loans could be extended to all undergraduate fee-paying students on grounds of equity'.  (para. 171, p 35)

The paper raises a number of funding options. However,  it is clear from the overall logic of Cross Roads that the preferred option is for the HECS arrangements to be abolished and instead for universities to be able to charge full market rates for all courses apart from higher degree research (ie, PhDs and Masters by Research).  This would make the fee arrangements consistent with the rest of the radical free market logic raised in the review paper.  Instead of HECS a PELS-style loans scheme would be made available for all domestic students.  Some undergraduate students would also be able to receive some public subsidy that would lower the cost of their study below the full market rate. 

However, Cross Roads, raises the prospect that the access to this public subsidy may be lower than it is currently under HECS, or that there will be less subsidised places at public universities than is the current situation.   For example the paper raises the option of restricting access to subsidised places to an initial degree and/or a limited time period (say 3 years for a 3 year bachelor degree).  The reason for these proposed restrictions is to open up more subsidised places to private providers and possibly open up the places to TAFE courses that are articulated with university degrees (without expanding the total number of subsidised places).  Variation of this were raised in Dr. Kemp's infamous 1999 leaked cabinet discussion paper and the 1997-8 West Review of Higher Education.

Many media commentators fail to grasp the difference between HECS and PELS-style loans scheme because both are income contingent loans schemes.  HECS is based on a fixed level of student contribution determined by the government.  Under the HECS provisions operating for students who commenced study prior to 1997 the level of contribution is set at 20% of the average course cost.  This was complicated in 1997 and afterwards when the HECS rates were increased and differentiated according to the area of study.  The average student contribution under differential HECS is around 34% of course cost.

Under PELS there is no fixed level of student contribution.  PELS-style loans schemes are designed to cover the gap between the level of public subsidy provided (if any) and the market fee rate charged by university.  The debt is variable and  depends on what university you study at and what course you are doing.  Hence this makes it very amenable for deregulated fee environment that currently operates for some sectors of the university, and  is possibly envisaged for the entire sector. NUS expects the gap between the market fee and public subsidy for high status courses to be considerably higher than current level of student contribution under HECS.

Cross Roads speculates that under deregulation that fees may go down and there may be discounts for 'no frills' enrolments.  In a few cases this may happen but the general picture will be different. The whole point of the fee deregulaton is to generate substantial extra revenue for universities not less.  In short the deregulatory solution to the university funding problems is to massively crank up student debt levels.  I have written extensively about problems of large student debts (such as equity and impact on future economic activity of graduates) in previous briefing papers (such as on PELS) so I won't repeat it here.

The Government does have a fall back option if there is too much campus and community opposition to abolishing HECS. This option is to increase HECS rates.  This could occur by the Commonwealth raising the rates.  Cross Roads estimates that each $100 increase in the HECS rate would generate another $47m. Another model is that argued by VCs like former AVCC President, Professor Chubb, who wants institutions to be given the power to vary their HECS rates within band ranges determined by the Government. 

Both strategies involve another considerable increase in student charges.  Yet by any fair international measure that Australian students are paying much more than is expected of students in most other industrialised countries.  For example the most recent international data from the OECD (based on 1998 reporting data) places Australian universities as being the fourth most reliant on private sources of income (particularly students fees).  Out of the 22 countries in the study only South Korea, Japan and the USA were more reliant on private sources.   In terms of student fees Australia must almost certainly rank third because the USA figures also includes the substantial bequeathments and private donations that are a major feature in their system (but are neglible and declining in the Australian context),  The OECD study also showed that over 1995-98 that most countries had made little change to their public: private funding mix  and in some case such as the Czech Republic and Mexico there was a substantial increase in the public share of the funding.  Hungary was the only country to exceed Australia's shift to private funding and did not start from a high level of existing private funding.   Australia needs to start looking at other options than hitting students again and again and again for more money, 

2. Industrial Relations

'There is little flexibility in the university as a workplace. Inflexible operating arrangements fail to meet the changing needs and circumstances of students and impede the efficient use of campus facilities'. (para. 138, p. 29)

'The wage levels of higher education sector employees will be determined over the longer term by the wage levels of skilled workers in general' (para. 165, p.34)

'Workplace flexibility is increasingly necessary to enable universities to compete in the education marketplace' (para. 140, p.29)

'A culture of pattern-type bargaining restricts management discretion and induces uniformity of conditions, Pattern-type bargaining is counter-productive when it results in pay increases that universities cannot afford without doing damage to their viability. When locally agreed enterprise bargaining outcomes can be over-ruled by the union's national office operating as a gatekeeper, the very basis of enterprise bargaining is undermined'  (para. 141, p.29)

'Some universities are moving to academic calendars based on two publicly-funded semesters plus a third semester over summer, the latter being predominantly based on fee-paying arrangements. This trend suggest the possibility of Australian universities adapting the semester-based appointment model from the United States, where many academic staff are engaged on a nine month basis which holds them to undertake scholarly work for the university only during the two main semesters. Such staff are then free to pursue consultancies or be paid by the university to undertake teaching and research over the summer semester'  (para. 129. p.27)

Cross Roads also targets university staff. Firstly it needs to be pointed out that there has been a long term trend for academic salaries to decline relative to average weekly wages.  Chapman
 in a paper to the National Press Council last year estimated this drop to be around 25% since the early 1980s. This has led to Australian universities to become internationally uncompetitive in both attracting and retaining high profile academic staff. 

Secondly it needs to be pointed out that the basic premise underlying the paper's treatment of industrial relations is fundamentally flawed.  Basically it argues that the selfish university staff unions have through pattern bargaining forced academics to accept excessive wage increases beyond the universities capacity to pay.  Actually the argument totally ignores the real problem which lies in the decision of the Howard Government to change the way that university operating grants were indexed to take into account salary increases.  In effect the Commonwealth is the major cause of the industrial relations problems through its decision to effectively limit its funding to universities for wage rises negotiated under enterprise bargaining arrangements.

 Prior to 1994 the Commonwealth had a policy of direct party to wage fixing in public universities.  When Enterprise bargaining was introduced in 1994, and salaries and conditions were then negotiated locally upon a base of awards set by the Australian Industrial Relations Commission.  Universities received only partial supplementation for the first round of salary increases under Enterprise Bargaining in 1994-1996: 2.9 per cent of a 4.9 per cent salary increase. In 1996 the Government made the decision not to supplement budgets for the full amount of any agreed wage rises. Instead, it indexed operating grants on the basis of an agreed Cost Adjustment Factor (CAF): comprising the agreed wages safety net adjustment (SNA) rate (75 per cent) and the CPI movements (25 per cent) effectively 1.5 per cent annum.

The outcome of this was that universities have had to absorb the effect of any difference between wage increases negotiated with staff and the indexation rate. Since 1995, the average salary increase agreed has been 4 per cent or $200 million annually while the CAF has resulted in an increase of 1.65 per cent for the salaries component of operating grants - leading to a (compounding) $150 million shortfall in salaries annually. The decision not to fully supplement wage increases has had a significant and continuing effect at least as great as the cuts to projected universities’ operating grants.  Pressure gradually built for some catch-up increases. The result has been that some universities shave had to face the dilemma of trading wage increases for jobs. 

Emeritus Professor Karmel (a former VC at ANU and Flinders Uni) in his submission to the Senate Higher Education Inquiry argued that the arrangement for only limited indexation universities’ basic operating costs is not sustainable and needed to be changed:

Indexation of the salary component by the movement of average weekly earnings is the absolute minimum required to ensure that enterprise bargaining does not continually and cumulatively erode the universities’ resources as has been and is the case. The CPI adjustment is also inadequate as it does not give sufficient weight to import prices to which universities are particularly sensitive, for example, in relation to equipment and library materials.

The NSW Department of Education has estimated that the universities have had to meet the costs of unfunded salary increases totaling $600 million over the past four years. The effect of this was explained by the NSW Department of Education:

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

Dr. Kemp offered universities a miserly 2 per cent increase in operating grants for supplementation of wage increases, contingent on the achievement of specified workplace reforms including increased flexibility in use of facilities and resources.  It is no real solution to the problem of under-funding of salary increases.  The NTEU has tried to break out of this downward spiral in real staff wages by adopting a strategy of pattern bargaining.   In short the union focuses firstly on campuses where there are strong union branches to establish a national benchmarks for enterprise bargaining outcomes.  Then later if weaker branches try to accept enterprise bargaining deals substantially below the national benchmark they are over-ruled by the NTEU national office.   The Howard Government is now trying to outlaw this industrial strategy.

The only ideas that Cross Roads can come up with to make academic careers at Australian universities more internationally competitive is for academics to chase performance rewards at a high status university  (ie. universities with lots of fee paying revenue) or adopt the American model where academics can opt to take the summer semester off to chase external consultancy  jobs.  Cross Roads also has got nothing to offer non-academic university staff. 

3. Bring back The Binary Divide:  Specialisation and Vouchers

'Institutions themselves have largely converged to a predictable spread of teaching, research, and research training at the risk of compromising quality. The results do not always distribute resources efficiently. For example, is Australia best served by having 34 universities offering MBAs' (para 117, p 25) 

'As the RTS (Research Training Scheme) and IGS (Institutional Grants Scheme) formulae continue to take effect, the majority of institutions will be able to attract competitive funding only for strong niche areas of research and research training' (para. 118, p. 25)

'(F)or example, the Government could designate and resource a small number of institutions, or a few distributed networks across a range of fields, for world class research intensity. Alternatively, some suggest that different packages of funding measures could enable institutions that are not research intensive to reorient and reorganise. Universities could variously focus on high quality undergraduate teaching, professional development, industry partnership or community service' (para 119, p. 25)

'Interest in learning entitlements or vouchers reflects a shift in policy emphasis towards recognising the value of individual choice…At one end of the spectrum is a basic demand driven model without any actual funds provided to the students and at the other is the full voucher model with a specific monetary entitlement (or equivalent) provided to students and under their control.' (para. 174, p. 35)

Prior to 1988 higher education was divided into universities and colleges of advanced education (which were largely confined to teaching activities).  When the Unified National System was first introduced in 1988 NUS and other student organisations were concerned that university priorities would shift excessively to vocationalism and entrepreneurialism being advocacted by Dawkins at the time.  However, we did support the unified national system in that it opened up most of the former colleges of advanced education to substantial funding for engage in research activities  (during this period the 100 or so institutions were merged into about 35).

While the Unified National System has not led to a 'one size fits all' conformity amongst institutions it has led to a greater breadth of institutions engaging in a full range of university teaching and research activities.  It was also compatible with the existence of specialist institutions (like the Australian Maritime College, Victorian College of the Arts, Marcus Oldham Farm College and the Defence Force Academy) either as free-standing institutions or as an autonomous part of a university.   

Cross Roads opens up the prospect of reintroducing the considerable vertical differentiation between institutions.  For example the paper raises the possibility of introducing vouchers or the benign sounding 'learning entitlements'. Market demand driven funding policies are inextricably linked to the further deregulation of the higher education sector. They are unashamedly designed to increase competition between institutions and places complete faith in the market to deliver the best possible outcomes. To this end increased differentiation between institutions is seen as the best way to foster diversity and excellence in the system. This was advocated in clear terms by the West Review, which argued that, “…far greater differentiation [within the higher education system] is possible and desirable. This is a more restrained expression of the desires of the University of Melbourne Vice-Chancellor, Professor Alan Gilbert, who openly states “we do need the gaps between institutions to be able to get wider, and quite quickly.”

The move to stronger market segmentation will affect different universities in different ways.  Simon Marginson, a leading education commentator has made a useful division of Australian universities into four categories
:

The Sandstones: Sydney, UNSW, Melbourne, Monash, ANU, Queensland, WA, Adelaide, Tasmania 

Universities of Technology: UTS, RMIT, QUT, Curtin, Uni of SA

Wannabee Sandstones: Flinders, UNE, Macquarie, Wollongong, La Trobe, Deakin, James Cook, Griffith, Murdoch 

New Universities: UWS, Charles Sturt, Southern Cross, Victoria, Ballarat, Swinburne, Southern Queensland, Central Queensland, Sunshine Coast, Edith Cowan, Canberra, Northern Territory

Under an increasingly market-based system the elite sandstone universities would tend to significantly improve their position relative to others.  These are long standing institutions with considerable resource and status superiority.  With people paying so much more for their education there is a strong tendency for people to want to maximise the value of their degree by making sure that they have the crest of a high status university on it.  Often this high status has little to do with the actual quality or peer ranking of the courses compared to other universities, rather it is often just that the courses are being taught at a sandstone university. Thus under market conditions resource superiority and status end up feeding off each other.  They will be major beneficiaries of the new fee paying arrangements.

The universities of technology with their strong vocational focus should also be able to make some narrow gains in a more market driven system. Of all the institutions they are the best placed to attract private money from industry, and from fee paying students (sometimes subsidised from employers) seeking specialised vocational qualifications.  Conversely the new universities are likely to be worse off.  The low status  new universities could find it difficult to fill their target loads and will be unlikely to be able to generate substantial fee paying revenue outside of specialised niches.  In the long term under the market based system some of these universities will probably close or revert to a TAFE focused role.  Marginson comments that the wannabee sandstones could find themselves in the most difficult position:

Not because they are the poorest, or are in the weakest position to compete in the future for students and money - in those respects the New Universities are worse off - but because the gap between their past and their likely future.  Their expectations are now out of synch with their prospects, unless they can perform exceptionally well and overcome the increasing constraints they face.

The Wannabee Sandstones have been funded to be comprehensive universities offering a wide range of teaching and research at world class levels.  It was possible to sustain this layer of institutions when all universities were largely publicly funded as before 1988, or funded by direct grants plus the HECS as before 1997. However, now that universities are becoming more dependent on up-front fees and other forms of private funding, relative status comes into play much more directly, and a sorting takes place....The Wannabees face a possible downward spiral with the loss of students and income, the exit of high performing staff, the loss of range and quality in courses and services, further declines in students and incomes, and so on.

Measures arising from the Kemp White paper on research such as the RTS (Research Training Scheme) and IGS (Institutional Grants Scheme) formulae aim to increase the vertical differentiation of research such that the majority of institutions will be able to attract competitive funding only for strong niche areas of research and research training.  Only a small group of elite universities will be able to offer comprehensive spread of research activity across most disciplines.  Indeed even the biggest advocates of elitist education admit that can be only a couple of universities will be 'world class'.

NUS remains highly sceptical about the realistic possibility of creating 'world class universities' in Australia even with the envisaged wholesale concentration of the sectors resources under the guise of market competition.  Individual elite US universities have turnovers in the billions, comparable to the entire allocation for the entire Australian higher education sector.  Nor is there any thing like the scale of private capital flowing around in Australia to make this occur.   Also these elite universities in the US have undergraduate enrolment loads comparable to medium sized Australian universities.  The resource cost of creating a world class university seems quite unjustifiable given the tiny numbers who will be able to access it. If we are to adopt the Cross Roads lingo Australia needs a world class university system much more than it needs one or two world class universities.      

4. Public subsidies to new private providers

'Others have called for the extension of public funding to private institutions in order to level the playing field for competition, such as through subsidies for tuition or income-contingent loans'.  (para.159, p. 33)

'Eligibility for HECS places could be extended to accredited private providers, though this would require a redistribution from public institutions unless there was funding growth and/or price deregulation' (para.171, p.35)

'Each of the models could operate in the context of limiting public subsidies to a select group of institutions or extending public subsidies to private providers'.  (para 168, p 34)

''Competitive tendering may best be used for specific purposes, such as to obtain additional output of graduates in particular fields or regions, or to effect a re-allocation to historically distributed student places. Competitive tendering can also be an explicit mechanism for encouraging the entry of new providers, especially private providers' (para 178, p.36)

In the zero-sum game that Cross Roads is premised on each place that is taken up by a private provider is a place away from public universities.  Dr. Kemp has already established the principle that HECS-liable places would be made available to the private institutions.  In the late nineties the University of Notre Dame, a catholic theological college, to train teachers.  First the subsidy was provided for the Broome campus but then it was extended to the Fremantle campus. 

Now that the principle of providing HECS-liable places to domestic private institutions has been established it throws open the question of 'equal treatment' under the General Agreement on Trade in Services (GATS). Will potential new foreign-based private providers also be able to access HECS-liable places ?  Certainly the new quality and accreditation processes put in place by Dr. Kemp seem to be consistent with this goal. 

5. Course Rationalisation

'There is need for better management of university course offerings and the associated issues of staff and capital utilisation efficiencies. Some 20 per cent (20,681) of units of study annually have fewer than five students.  There may be come coding 'noise' in these figures but not loud enough to drown out the problem. Yet some universities also have crowded classes, especially in first year, in popular subject areas where they are attracting growing numbers of students yet they persist with unviable subjects with miniscule enrolments and indeed continue to proliferate such courses. A reduction in resources devoted to small enrolment offerings, including through collaborative arrangements, may release additional resources to service the areas of demand' (para.125, p. 26)

'Student demands change, as do the realms of knowledge. Doing something new means eliminating something old.' (para. 126, p.27)

'The inefficiencies within each university accumulate to become a significant problem at the national level.  There are concerns of a lack of systematic responsiveness with little indication that universities are continuously reviewing and refreshing their offerings'. (para.127, p. 27)

Firstly it needs to be acknowledged that there is a normal process of attrition of old courses at universities where academics make judgements about the viability of courses taking into account enrolment load and the intrinsic value of the course to a particular discipline.   Decisions by universities to keep alive their small post-first year units in areas like Maths, Theoretical Physics, Classics, Philosophy and many languages are not market-driven.  They are social decisions based on an understanding of the contributions that each of these discipline make to society.  The proposition that some resources should be kept to keep these disciplines alive and reasonably accessible seems as worthy as the mass vocational degrees.  NUS is supportive of collaborative arrangements such as the cross-institutional arrangements that have been made by the three South Australian universities to keep their language courses afloat.  These arrangements have led to cost efficiencies while giving all students in the state access to comprehensive range of languages.  This is the way to go in the current financially constrained context rather than wholesale rooting out of course with small enrolment loads. 

6. Commercialisation and University Governance
'Universities need to recognise that they too are businesses and that they should be subject to similar accountability and productivity measures as other organisations'  (para. 142, p. 30)

'It also demands the development of an entrepreneurial culture throughout the institution that recognises and is committed to balancing the university's traditional role with their financial responsibilities'. (para. 157, p. 32)

'The promotion of leading academics to senior management positions also needs more considered attention'  (para.138, p.29)

'Traditional university cultures and industrial structures can operate together to restrict the ability of universities to make the most of new opportunities' (para. 141, p. 29)

The market logic of Cross Roads is based on the notion that the financial windfalls universities can make from their commercial activities will more than offset the stagnation or decline in public funding. These financial windfalls can then be used to cross-subsidise areas that have lost revenue from public sources.  Yet many submissions to last year's Senate Inquiry referred to the high costs - including hidden costs - associated with generating private income. Examples cited included overseas travel and contracts with overseas agents to help develop markets for international students, marketing activities and publications, the purchase of ‘corporate boxes’ at sporting events, and the employment of administrative staff for promotion and marketing. Some regional universities have set up CBD offices to chase fee-paying students. The University of Western Sydney commented that the ‘recruitment and provision of teaching and other support services to international students is increasingly resource-intensive.’ This is likely to become more so as international competition for this market intensifies.  There is also a price to pay by academics in terms of the additional workload associated with developing and marketing courses for fee-paying students and securing private funds for research.

The shift to the so called entrepreneurial university has also been associated with a changing cost structure within the universities – diversion from core activities. One of the main trends associated with the entrepreneurial university has been associated with an increase in the numbers and salaries of management and senior administrative staff, relative to academic staff. For example, the total number of deputy vice-chancellors and pro-vice-chancellors is reported to have increased by nearly 300 per cent (from 19 to 69) between 1987 and 1998, while student numbers increased 70 per cent and academic staff numbers remained virtually static. Student organisation submissions to last year's Senate inquiry argued that the increasing share of funds being channeled to those functions that were most closely associated with the generation of private income, such as marketing and administration. In short the reliance on private funding, rather than increasing the revenue available to universities (and relieving overall cost pressures) is actually adding further to the pressure on core teaching and research activities by diverting resources away from those areas to ‘income generating functions’.

Since the late eighties Dawkins reforms there have been extensive changes to university governance away from collegial forms to more corporate forms.  Generally the trend has been towards corporatising university councils by reducing the size of the councils particularly at the expense of student and staff representation.  Off-campus representatives such as government and business leaders are now the majority on most councils. There has also been a considerable expansion in both the number of senior university executive officers and powers given to the council executive. Marginson and Considine's recent book The Enterprise University
 extensively covers the rise of executive power on university councils.  Real decision making is being taken away from the councils to elite bodies such vice-chancellor committees which have no student and staff reps. Commercial confidentiality clauses are common tactics used to limit executive accountability to what remains of the structure of collegiate university governance.  The use of commercial confidentiality to restrict access by student and staff members on university governing bodies was a matter of significant concern to the Senate Inquiry (such as Melbourne University Private or the University of Canberra's off-shore franchises). Most recently Deakin Prime has been making the news for all the wrong reasons.

Cross Roads tries to blame the failings of university corporate activities on the lack of financial experience on university governance bodies or the appointment of academics to senior management positions.  Yet this sort of critique is years out of date.  The sweeping reforms of university governance under the Hoare Report (and associated state-based reviews) placed external (non-university) members drawn mainly from business and government in a clear majority on university councils. The real problem has been the extent to which university councils have abandoned collegiate forms of accountability in favour of secretive practices of private corporate boardrooms.   The NTEU has had some success in lobbying state governments that the latter problem is real problem.

In Conclusion

Student representatives need to take this review very seriously - it has the potential to shape our universities for the next 20 years.  The lesson from fighting the bad parts of the Dawkins reforms in the late 80s is not to wait until they are announced.  The Howard Government has previously backed down from the radical free market agenda for higher education.  We need to be doing everything we can this year so that the government will back down again before the measures are announced.     
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