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[image: image3.wmf]Table 24.  Publicly funded VET participation rates - 1997 (%)(1)

(courses of any duration, ie. 0+ hours)

TAFE

All publicly

only

funded VET

Age (years)

NSW

Vic.

Qld

WA

SA

Tas.

NT

ACT

Aust.

Aust.

Males

14 (2)

2.2

1.5

1.9

1.5

2.2

0.6

5.1

0.1

n.p.

1.8

15

7.8

5.6

7.4

6.3

6.9

2.2

8.7

1.2

n.p.

6.7

16

21.4

14.7

19.3

16.4

17.1

20.3

20.5

4.6

n.p.

18.2

17

26.1

21.0

24.9

28.0

19.8

27.5

22.1

9.1

n.p.

24.0

18

35.6

39.1

23.6

35.7

27.3

31.3

25.9

28.0

n.p.

33.2

19

33.3

38.7

20.4

30.8

27.1

28.7

27.7

28.3

n.p.

31.2

15-19

24.7

24.0

19.0

23.3

19.6

21.6

21.0

15.1

n.p.

22.6

20-24

19.6

25.4

12.4

15.9

17.0

16.9

15.9

17.0

n.p.

18.9

25-29

11.8

16.8

8.3

10.6

12.4

10.6

11.8

8.9

n.p.

12.3

30-64

6.6

10.4

5.1

5.5

8.2

6.0

8.1

4.3

n.p.

7.2

15-64 (3)

10.9

14.9

10.0

9.5

11.0

9.6

11.8

8.7

n.p.

11.5

65 and over

1.0

1.0

0.3

0.5

1.2

0.2

1.1

0.4

n.p.

0.8

All (5 years old & over)(3)

8.1

11.0

7.4

7.1

8.1

6.8

9.3

6.7

n.p.

8.5

All ages (0+ years)(3)

7.5

10.2

6.8

6.6

7.5

6.3

8.4

6.2

n.p.

7.9

Females

NSW

Vic.

Qld

WA

SA

Tas.

NT

ACT

Aust.

Aust.

14 (2)

2.3

1.7

1.8

1.4

2.1

0.2

3.1

0.1

n.p.

1.9

15

8.0

3.9

6.0

4.1

7.2

1.1

7.1

1.1

n.p.

5.8

16

20.2

8.3

15.3

9.4

16.6

15.7

17.3

3.5

n.p.

14.6

17

22.2

11.2

20.0

20.0

15.4

18.9

16.5

8.1

n.p.

17.9

18

30.1

28.2

17.7

26.8

22.5

23.6

22.7

24.9

n.p.

26.0

19

25.1

27.5

14.3

20.2

20.6

18.8

22.0

23.3

n.p.

22.6

15-19

21.1

15.9

14.6

16.1

16.4

15.3

16.9

12.9

n.p.

17.4

20-24

16.7

17.4

9.6

12.6

16.8

11.4

14.1

12.7

n.p.

14.9

25-29

12.2

12.2

7.0

8.9

13.7

7.8

11.9

8.1

n.p.

10.8

30-64

8.4

9.0

5.2

6.1

10.6

5.4

9.8

4.8

n.p.

7.8

15-64 (3)

11.7

11.6

8.9

8.5

12.6

7.5

12.5

8.0

n.p.

10.8

65 and over

0.7

1.1

0.2

0.4

1.2

0.2

1.3

0.2

n.p.

0.7

All (5 years old & over)(3)

8.3

8.4

6.4

6.1

9.0

5.2

9.7

6.1

n.p.

7.7

All ages (0+ years)(3)

7.8

7.9

6.0

5.7

8.4

4.8

8.8

5.7

n.p.

7.2

Persons (4)

NSW

Vic.

Qld

WA

SA

Tas.

NT

ACT

Aust.

Aust.

14 (2)

2.2

1.6

1.8

1.5

2.1

0.4

4.1

0.1

1.3

1.9

15

8.0

4.7

6.7

5.2

7.1

1.7

7.9

1.1

5.5

6.3

16

21.0

11.6

17.4

13.0

16.9

18.0

19.0

4.1

14.1

16.5

17

24.5

16.2

22.5

24.1

17.7

23.3

19.4

8.6

18.5

21.2

18

33.3

33.8

20.7

31.3

25.0

27.5

24.5

26.5

27.1

29.9

19

29.6

33.3

17.4

25.7

23.9

23.9

25.0

25.8

24.8

27.1

15-19

23.2

20.0

16.9

19.8

18.0

18.5

19.0

14.0

17.9

20.1

20-24

18.3

21.5

11.1

14.3

16.9

14.2

15.0

14.9

14.9

17.0

25-29

12.1

14.5

7.6

9.8

13.1

9.2

11.9

8.5

9.5

11.6

30-64

7.5

9.7

5.2

5.8

9.4

5.7

8.9

4.6

5.7

7.5

15-64 (3)

11.9

13.3

9.5

9.0

14.1

8.5

12.1

8.4

8.4

11.5

65 and over

0.8

1.1

0.3

0.5

1.2

0.2

1.2

0.3

0.3

0.8

All (5 years old & over)(3)

8.6

9.7

6.9

6.6

10.1

6.0

9.5

6.5

6.6

8.4

All ages (0+ years)(3)

8.0

9.0

6.4

6.2

9.4

5.6

8.6

6.0

6.2

7.8

(1)

Includes courses of any duration (0 hours and over).  Only includes vocational students (Streams 2100-4500; 

non-recreational).  Includes 15,300 overseas full-fee paying clients, which are 1.0% of the total (p.8, NCVER. (1998).

Australian vocational education and training statistics, 1997:  In detail.

  Leabrook, SA:  Australian National Training 

Authority).  Excludes RPLs.  The age reference date is 30/6/97.

(2)

The number of students includes those 13 years and under.

(3)

Includes those whose ages were not known.

(4)

Includes persons whose sex was unknown.

Source:

  NCVER, Australian vocational education and training statistics, 1997, unpublished data.
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Introduction

This paper reviews options for providing additional funds for a tertiary institution and for improving efficiency in the use of funds. As background, section A reviews the context of the funding for VET and higher education in Australia and specifically for the Northern Territory. 

The paper then considers some possible ways of increasing funding or reducing the costs of providing education and training. Additional funding has to come from increased public funding or increased private funding. Increased public funding is likely to be provided if there increased student demand especially among school leavers. This is the concern of section B. The levels of school retention and the transition to tertiary education and training are considered. The overall retention rate to year 12 in the Northern Territory was 53 per cent in 1999 compared with the Australian average of 72 per cent (and has recently increased by 10 percentage points by the exclusion of ungraded indigenous students in remote location). The low retention of indigenous students is the major factor in the relatively low rate. Indigeneous students comprise 37 per cent of primary school children but only 31 per cent of secondary students. They comprise about 37 per cent of VET students but only a little over 10 per cent of the Northern Territory's higher education students (about 5 per cent at NTU).

Section C considers other ways in which public funding could be expanded. However most of the options considered are matters for government and not directly able to be implemented by Northern Territory University (NTU).

Section D is concerned with private funding—though international students are the concern of a separate paper. A range of possible ways of stimulating this are considered. Again these may require government action rather than being options for the NTU.

Section E provides a brief overview of ways of increasing the efficiency of delivery and hence reducing the cost per EFTSU or per student hour.

A. Funding context

Across Australia governments have been restricting the funds available for both higher education and VET. This is especially so in the period since 1996. 

Higher education

For higher education the main reason for the decline in the receipts per student from government was the Commonwealth decision in 1996 to discontinue full indexation of grants for cost increases in the sector. DETYA states that its method of adjustment of revenues for universities 'does not reflect actual factor price movements but reflects the increase the Commonwealth provides to institutions each year towards the increases in salary and non-salary costs’ (DETYA 2000a p.199). This procedure has led to a reduction in the real value of Commonwealth grants per publicly funded EFTSU (equivalent full-time student unit) by about 5 per cent in the period from 1996 to 2000.

The Commonwealth has also reduced the number of EFTSU it funds under the HECS arrangements, at the same time directing that these EFTSU be largely allocated to undergraduate and research degrees. Whereas the number of publicly supported EFTSU in Australia grew by nearly 20 per cent in the first half of the 1990s it declined about 2 per cent in the second half. However, the actual number of EFTSU in publicly supported courses continued to increase. (Universities receive only a component of HECS revenues for enrolments in excess of planned numbers). Overall, the nominal dollars per actual EFTSU fell more than 3 per cent in the years 1996 to 1999. Some of the details for nominal expenditure and EFTSU for Australia as a whole are given in Table 1.

Table 1.  Commonwealth base operating grant to higher education institutions per planned and actual EFTSU, Australia

1990
1993
1996
1999

Base Operating Grant $m
3,773
4,203
4,751
4,784

Planned EFTSU '000
335
374
417
413

$ per planned EFTSU
11,258
11,227
11,384
11,585

Actual EFSTU '000
341
386
439
457

$ per actual EFTSU
11,065
10,897
10,823
10,463

HECS up-front, voluntary payments and repayments $m
133
243
500
981

$ HECS receipts per actual EFTSU
389
630
1,139
2,146

Source: AVCC Funding Tables 2000. EFTSU is equivalent full-time student unit. All amounts are expressed in 2000 price levels using DETYA's Cost adjustment factor from 1996 and various price indexes for the earlier years. The base operating grant excludes funding for Commonwealth Industry Places Scheme, excludes capital roll-in and includes adjustment to operating grant (as a result of net over-enrolment) of $49.2m for 1999.

Overall, the Commonwealth operating grants funds for NTU for 2001, including indigenous support funding, is about 7 per cent above the Australian average (DETYA 2000a, p.110-11). Detailed analysis of the financial position of the NTU is provided in a separate section of this report. As background for this paper, Table 2 presents the higher education operating revenues for NTU, Bachelor College, for Tasmania and for Australia. Some key differences in the composition of revenue are that Commonwealth grants make up about 60 per cent of revenues for the NTU, about the same for Tasmania, but only just over 50 per cent for Australia. HECs revenues are a little below the Australian average, perhaps reflecting the relatively high proportion of older students, in postgraduate courses, at NTU compared with Australia as whole. Fees and charges from overseas students made up about 3 per cent of revenues compared with the Australian average of 8 per cent. The recruitment of overseas student is the focus of a separate paper in this report. Other research grants and contracts in 1998 made up nearly 10 per cent of revenues at NTU, well above the Australian average.

Table 2.  Adjusted Operating Revenues for higher education in Northern Territory, Tasmania and Australia, 1998 ($’000)


NTU
Bachelor College
Total Northern Territory
Tasmania
Australia

Commonwealth Grants pursuant to the Higher Education Funding Act:


 



Operating purposes excluding HECS:


 



Superannuation
117
0
117
2,092
104,836

Other operating purposes excluding HECS 
27,090
7,451
34,541
88,514
3,439,360

Sub-total operating purposes excluding HECS 
27,207
7,451
34,658
90,606
3,544,196

Special research assistance 
1,537
0
1,537
10,762
443,182

Other grants pursuant to the Higher Education Funding Act
3,619
0
3,619
233
53,150

Sub-total grants pursuant to the Higher Education Funding Act
32,363
7,451
39,814
101,601
4,040,518

Other Commonwealth Government Grants
1,409
970
2,379
5,566
254,290

Sub-total Commonwealth Government Grants 
33,772
8,421
42,193
107,167
4,294,818

HECS:


 



From the HECS trust fund 
7,377
939
8,316
27,206
1,209,188

From students' up-front payments 
1,400
3
1,403
3,674
241,800

Sub-total HECS 
8,777
942
9,719
30,880
1,450,988

State Government 
0
84
84
3,594
89,535

Other research grants and contracts
5,565
0
5,565
2,729
385,145

Scholarships and prizes 
125
0
125
550
20,391

Donations and bequests
360
0
360
2,008
114,556

Investment income
386
0
386
7,591
289,613

Fees and charges:


 



Continuing education
441
0
441
218
67,573

From fee-paying overseas students
1,647
0
1,647
9,338
700,996

From fee-paying postgraduate students 
339
0
339
647
152,179

From fee-paying undergraduate students 
0
0
0
0
9,952

Non-overseas students undertaking non-award courses 
11
0
11
20
12,827

Other fees and charges (including fees for service) 
3,158
0
3,158
4,426
412,307

Sub-total fees and charges 
5,596
0
5,596
14,649
1,355,833

Other operating revenue 
1,805
1,014
2,819
8,807
536,881

Deferred income - Government contributions for superannuation
0
773
773
0
-82,069

Total operating revenue before abnormal items 
56,386
11,234
67,620
177,975
8,455,692

Source: DETYA 1999c






VET

In VET, where most students are part-time and take courses of varying length, the funding unit is curriculum hour per student. Across Australia there was a reduction in funding per annual hour curriculum (AHC) of about 9 per cent on average in the years 1997 to 1999. Total publicly funded hours (corrected for invalid enrolments) in Australia increased by about 12 per cent in the two years 1997 to 1999. 

Details for the States and Territories and for Australia as whole are given in Table 3. NTU is the largest and one of three main providers of VET delivered in the Northern Territory The NTU delivers VET in more than 30 locations, many of them quite remote.

Hours of publicly funded VET training expanded more than 50 per cent in the Northern Territory in the period 1997 to 1999. In 1999 public recurrent expenditure per hour of VET delivered was about 55 per cent higher than the Australian average. What is most notable in Table 3 is a dramatic reduction from the levels of 1998 and 1997 when Northern Territory expenditures were more than double the Australian average. Overall it appears that hours of training expanded more than 30 per cent in 1999 compared with 1998 and total public funds declined by about 5 per cent. 

Table 3.  Government recurrent expenditure per publicly funded annual hour of VET curriculum, 1997 to 1999 (1999 prices) and total adjusted publicly funded hours (million)



NSW
Vic
Qld
SA
WA
Tas
NT
ACT
Australia

1999
Expend $
14.5
9.3
13.4
11.8
13.0
15.8
19.6
15.1
12.6


Hours 
86.3
72.4
40.2
20.5
24.0
4.7
3.1
4.6
255.6

1998
Expend $
15.3
10.4
12.3
13.6
13.4
16.6
27.7
17.1
13.2


Hours 
83.0
67.5
42.7
16.9
22.1
4.3
2.3
4.4
243.4

1997
Expend $
15.0
10.5
14.9
15.6
15.1
19.0
28.8
17.2
14.0


Hours
83.0
63.2
36.3
15.3
19.7
3.9
2.0
3.3
227.8

Source: ANTA 2000 Vol 3 p. 158

The Grants Commission considers the factors affecting the cost of delivery of VET across States and Territories. Its recent estimates for this are shown in Table 4. The very high factor for the Northern Territory is most notable. Delivery of a standard level of service is seen to require twice the Australian average. The Commonwealth Grants Commission (1999 p.106) notes that the Northern Territory has a very high proportion of indigenous people and people in age groups with high participation rates in VET and has relative diseconomies of scale. ANTA commented (2000 p.161) that 'Some jurisdictions with a significant proportion of delivery in low population areas believe that the Commonwealth Grants Commission does not adequately address this additional cost…'

Table 4.  Grants Commission VET 'Category Factor' 1997-98

NSW
Vic
Qld
SA
WA
Tas
NT
ACT
Australia

0.958
0.977
1.008
0.953
1.064
1.036
2.069
1.259
1.000

Source: ANTA (2000 Vol 3 p.161) and Commonwealth Grants Commission (1999). The Grants Commission category factor indicates the resources required in each State or Territory to provide a standard level of service provision at an average level of 

B. Increased student demand as a source of public funds

This section concentrates on ways of increasing Australian student demand for tertiary education and consequently generating additional public funding. It reviews the retention of students to the end of school and their transition to tertiary education and training.

Table 5 gives information on tertiary participation rates by age. Tables in the appendix provide further detail for all States by gender. Table 5 shows that the rates of participation in publicly funded VET in 1997 in the Northern Territory were a little below Australian averages for persons up to age 24 but above average for older persons. The recent rapid expansion in VET enrolments will have pushed up the rates for the Northern Territory. However rates of participation in higher education for persons 15 to 24 year olds were very low—about 4 per cent for 15 to 19 year olds compared with 11 per cent for Australia and 6 per cent for 20-24 year olds compared with 15 per cent for Australia. Rates are higher than average for persons 30 and over.

Table 5.  Participation rates in tertiary education, Northern Territory and Australia, 1997


Northern Territory

%
Australia

%

Publicly funded VET (courses 200+ hours)



15-19 years
10.7
11.9

20-24 years
7.1
8.4

25-29 years
4.8
3.8

30-64 years
2.9
1.9

Higher education



15-19 years
4.3
10.7

20-24 years
6.1
15.0

25-29 years
3.7
5.4

30-64 years
2.7
2.1

Total tertiary



15-19 years
15.0
22.6

20-24 years
13.2
23.4

25-29 years
8.5
9.2

30-64 years
5.6
4.0

Source: DETYA (1999b).

The origins of the low rates of participation in higher education can be seen in the low school retention rates and low rates of transition to tertiary education.

Secondary school retention rates

The Northern Territory has only a small number of secondary school students, and relatively few of these complete Year 12. Table 6 indicates that over the period 1994 to 1999 the apparent retention rate to Year 12 of secondary students who commence in Year 8 in the Northern Territory has been about 30 percentage points lower than the equivalent retention rate for Australia as a whole. (The apparent narrowing of the gap in 1999 is partially due to a reclassification of students in remote Aboriginal schools that commenced in 1995.)  School retention rates in the Northern Territory are by far the lowest in Australia. Tasmania, the state with the second-lowest apparent retention from Year 7/8 to Year 12, has in fact reduced the gap with the rest of Australia from 16 percentage points in 1994 to just 6 percentage points in 1999.

Table 6.  Apparent retention rates of secondary students to Year 12, Northern Territory and Australia, 1994 to 1999 


Year 7/8 to Year 12 (%)
Year 10 to Year 12 (%)


Northern Territory
Australia
Northern Territory
Australia

1994
43
75
54
75

1995
43
72
58
73

1996
41
71
56
74

1997
42
72
63
75

1998
43
72
60
74

1999
53
72
65
74

Note: Since 1995 the NT Department of Education has classified secondary-aged students in remote Aboriginal schools into the ungraded secondary category since these students cannot be readily classified into the normal urban secondary grade structure. The removal of these students from the calculation of the apparent school retention rate is partially responsible for the apparent increase in these rates from 1997 (for the Year 10 to Year 12 rate) and from 1999 (for the Year 8 to Year 12 rate).

Source: ABS, Schools Australia 1999, Cat No 4221.0.

The gap between the Northern Territory and Australia as a whole is not as great in regard to apparent retention from year 10 to Year 12, presumably because most of those who leave school in the Northern Territory have already done so by Year 10. Nevertheless, the gap is still substantial at around 10-15 percentage points.

The low school retention rate in the Northern Territory has a substantial impact on the potential pool of students for tertiary education. For example, in 1995 there were around 2200 students enrolled in Year 8 in the Northern Territory. By 1999 only around 1200 of these students (53 per cent) had apparently progressed to Year 12. If the Northern Territory had achieved the Australia-wide retention rate of 72 per cent from Year 7/8 to Year 12, the number of Year 12 students in 1999 would have been around 400 more. Had this larger number of Year 12 students been achieved, it would have almost certainly lifted the demand for tertiary education in the Northern Territory and increased the demand for DETYA-funded places at the University and publicly-funded places in TAFE.

The fact that the Northern Territory has for many years experienced school retention rates well below the rest of Australia has clearly had a large compounding effect on the potential pool of entrants to tertiary education. In effect, the Northern Territory has had a pool of potential school-leaver entrants to tertiary education that, in equivalent terms, has been about 40 per cent smaller than has Australia as a whole.

The reasons for the relatively low school retention rates are complex, and will not be readily overcome in the short-term. In particular, there is likely to be only limited scope for the NTU to directly affect the school retention rate. Nevertheless, it is worth reflecting on the main factors that shape school retention in the Northern Territory, and those aspects on which NTU may be able to exert some influence.

The Australian Council for Educational Research (ACER) has recently published a major study that followed a national sample of Year 9 students from 1995 through to 1998 (when most were in Year 12) and 1999 (the first year of university). Among the range of educational, social background and geographic factors that were found to influence participation in Year 12, those most directly relevant to the Northern Territory were Indigenous status and geographic location (Marks et al, 2000).

Indigenous students

Marks et al (2000) estimated that at national level only 47 per cent of the Indigenous students in Year 9 in 1995 participated in Year 12 in 1998, compared with 77 per cent of non-Indigenous students. (The corresponding proportions for participation in the first year of university in 1999 were 17 per cent for Indigenous students and 32 per cent for non-Indigenous students from Year 9 in 1995.) The Northern Territory clearly has a high proportion of Indigenous students. In 1997, for example, the Northern Territory had 12,600 students (or 35 per cent) classified as Indigenous out of a total school population of 36,500 students (MCEETYA 1998). Although the Northern Territory enrols only a little over 1 per cent of all Australian school students, it enrols around 13 per cent of all Indigenous school students.

The high proportion of Indigenous students in the Northern Territory and the especially low retention rates of such students would account for much of the difference in school retention between the Northern Territory and the rest of Australia. In this regard it is noteworthy that the difference between Year 12 retention rates for Indigenous and non-Indigenous students is far wider in the Northern Territory than in any other State or Territory or Australia as a whole (see Table 7).

Table 7.  Apparent retention rate to Year 12 by Indigenous status, Northern Territory and Australia, 1997


Non-Indigenous (%)
Indigenous (%)
Ratio of Non-Indigenous to Indigenous rate

Northern Territory
55
9
5.6:1



Australia
73
31
2.4:1



Source: Long, Frigo & Batten (1999).

Marks et al (2000) found that only part of the explanation for the lower participation rates of Indigenous students relates to their relatively low socioeconomic background and their lower than average achievement in literacy and numeracy in Year 9. While it is clearly vital to lift the achievement of Indigenous students, these findings suggest that may not be enough to encourage more Indigenous students to complete secondary school. There would seem to be a range of other factors at play that may be more cultural in nature that do not encourage a high proportion of Indigenous students to complete Year 12.  

ACER has recently conducted a major review of Indigenous education for DETYA (Long, Frigo & Batten, 1999). That review concluded that a wide range of factors were associated with educational success by Indigenous students, including:

(
Educational institutions that acknowledge and seek to accept and support the cultural identity of Indigenous students, that try to find appropriate ways for Indigenous students to achieve academic success, that provide resources for Indigenous students (dedicated rooms, homework centres, tutors, Aboriginal Education Workers), and that have effective communication with Indigenous families.

(
Teaching programs and strategies that enhance the learning experiences of students by encouraging teachers to recognise the individuality of students, to acknowledge and accommodate socio-cultural differences, differences in home background, ways of learning, and language and literacy needs and which encourage teachers to use a variety of teaching and assessment methods.

(
Teachers who develop positive relationships with Indigenous students, who treat them with respect and offer interesting lessons and treat Indigenous students with respect.

(
The employment of Indigenous teachers and support staff.

(
Students with strong Indigenous and personal identities, Western school cultural knowledge, the desire to succeed and with long-term career goals.

(
Parents and peers with positive and supportive views of education.

(
Programs to encourage Indigenous young people to re-enter education eg. Back to School programs for students who had dropped out of school before, or at the beginning of secondary school.

(
Programs to enhance the self-esteem of Indigenous students.

(
Support services in both educational institutions and Indigenous communities.

(
Ownership of education and training programs by Indigenous communities.

(
Recognition of the value of Indigenous culture.

(
Literacy and numeracy programs, but not at the expense of vocational relevance.

(
Flexible course structure and flexible delivery.

(
Adequate preparation courses to support special entry schemes.

(
Ongoing financial, social and academic support (Long et al, 1999, ix-x).

Undoubtedly there are a number of initiatives underway in the Northern Territory that are intended to address these factors and to lift educational participation and achievement by Indigenous students. The NTU may already be well involved in some such programs. It is clear that the NTU needs to have an on-going and intensive involvement in efforts to improve Indigenous education in the Northern Territory. Not only is such involvement important for increasing the pool of potential students oriented to and equipped for tertiary education, it is also a vital part of the University’s contribution to the economic and social development of the Territory more generally.

Students in rural and remote locations

Although the national ACER study found that geographic location was not a major influence on the likelihood of completing Year 12, there are some reasonably large differences by region. On average, 83 per cent of the Year 9 students from 1995 who lived in highly urbanised environments enrolled in Year 12 in 1998 compared to 68 per cent of those in the least densely populated regions (Marks et al, 2000). Since the Northern Territory has the lowest population density in Australia, the impact of geographic location on school completion is likely to be marked.

This is especially so because a high proportion of the Indigenous population in the Northern Territory lives in rural and remote locations. In the Northern Territory members of the Indigenous population are nearly nine times more likely to live in rural areas than the non-Indigenous population (28 per cent compared with 3 per cent in 1997). In Tasmania and Victoria, by contrast, the regional distribution of Indigenous Australians more closely resembles that of the overall population (Long et al 1999).

Over and above the issues listed above that need attention in the context of improving Indigenous educational performance, overcoming the effects of isolation requires the sustained provision of distance education and outreach support services. At the secondary school level the NTU could play an important role in supporting the efforts of other education and training authorities while at tertiary level the University would play more of a lead role. Such activities are undoubtedly costly in the Northern Territory environment, but are necessary both to help lift student demand for tertiary education and to contribute to the Territory’s development more generally.

The transition to tertiary education from school and other sources

Table 5 showed the tertiary education participation rates by age group for the Northern Territory and Australia in 1997 (the most recently available data). The main features of these data were:

· the participation rates of 15-24 year-olds in the Northern Territory in publicly funded VET lies a little below the rates for Australia as whole, and for those aged 25 years and over the VET participation rates are above the Australian rates; and

· the participation rates of 15-29 year-olds in higher education in the Northern Territory are substantially below those for Australia as a whole.

The DETYA participation rate data by single year of age imply that the direct transfer rate from Year 12 to higher education in the Northern Territory also lies below the Australian average. Thus, not only are substantial efforts needed to lift Year 12 participation rates in the Northern Territory, it would seem that a higher proportion of those who complete Year 12 need to be persuaded that entry to higher education is desirable.

Table 8 indicates the main sources of commencing bachelor degree students in the Northern Territory and Australia as a whole. The Northern Territory has a higher-than-average emphasis on enrolling bachelor degree through forms of admission other than direct entry from school. This indicates some success in opening up higher education to a wider student profile (including from TAFE studies) but less success in attracting school leaver entrants.

Table 8.  Students commencing a course at Bachelor level or below, by the basis of admission to current course, Northern Territory and Australia, 1999


Northern Territory

%
Australia

%

Satisfactory completion of final year of secondary school
24
43

Incomplete higher education course
18
15

Completed higher education course
14
10

Mature age or other special provision
13
8

Complete or incomplete TAFE
11
8

Examination or assessment by institution
6
5

Employment experience, prof. qualifications
6
2

Other basis
9
9

Total
100
100

Source: DETYA (2000b).

Labour force prospects

Table 9 shows that the NT has a relatively low rate of unemployment together with a high rate of labour force participation. Lewis (2000) has provided a brief overview of the Northern Territory labour force and its distribution. There are relatively small numbers in manufacturing and relatively high numbers in government services. Overall the impression is one of relatively good employment prospects which are normally associated with participation in education and training. However the data analysed to date do not indicate the rewards to education and training that could be expected by young persons—who have the very low rate of participation in higher education. [I’m not sure what this last sentence means]

The fact that the NT workforce has a relatively high proportion working in professional occupations and government services suggests that there could be substantial demand for continuing professional education and refresher courses provided by the university and TAFE sectors. Table 2 indicated that fees from continuing education provide about the same proportion of operating revenue for NTU (0.8%) as they do for Australian higher education as a whole. However, given the structure of the NT workforce this proportion could have been expected to have been higher in the case of NTU. Table 2 also showed that fee-paying postgraduate students provide only a small proportion of NTU operating revenue (about 0.6%) compared to 1.8% for Australian higher education as a whole. This would appear to be an area in which NTU has scope for growth.
Table 9.  Labour force indicators August 2000



Employed `000
Unemployment rate
Labour force participation rate

Males
Australia
5110
6.6
73


NT
44
5.4
73

Females
Australia
4010
6.2
55


NT
27
4.4
61

Persons
Australia
9119
6.4
63.9


NT
89.8
5.0
67.3

Source: ABS Labour Force Catalogue no. 6203.0 (Trend series)
C. Changing the form of public funding

This section provides an overview of some of the main funding methods used or proposed in education. However most of the matters raised are issues for government and not within the power of a single institution. 

Most countries charge at least some fees for tertiary education. Sweden and Finland in 1997 were the only two OECD countries where no fees were charged for tuition at tertiary level (OECD 2000, p.63). Korea, Japan and the United States and Greece, are the only OECD countries where the proportion of expenditures that is private is larger than in Australia. In Greece the private expenditures are mainly at sub-tertiary level and in Korea, Japan and the United States mainly at tertiary level.

In many countries assistance is given to households for tertiary students in the form of grants and subsidised loans. Some broad indication of the existence, though not of the importance, of various sorts of assistance at tertiary level is given in Table 10. 

It is not a simple matter to draw conclusions from the information in Table 10 as, for example, Sweden does not provide loans or grants for tuition fees, since it does not charge tuition fees. Australia introduced fees for university education and provided loans specifically to cover those fees. Every country listed except the Czech Republic provides some form of grant to tertiary students for general purposes such as living expenses, and the Czech Republic makes family or child allowances contingent on student status.

Given the diversity of schemes it is possible here to comment only on some examples of entitlements, allowances and loans. 

Table 10. Types of public subsidies available for tertiary education


Australia
Canada
Czech Republic
Denmark
Finland
France
Germany
Ireland
Italy
Netherlands
Norway
New Zealand
Poland
Sweden
Switzerland
United Kingdom

Scholarhips and grants

















    for tuition fees

















    for general purposes

















Specific subsidies 

















Housing

















Medical

















Transport

















Other

















Family or child allowances contingent on student status

















Public loans

















Public loans for fees only

















Public loans for general purposes

















Government subsidies or guarantees for private loans

















Tax reductions or credits

















Source :OECD (2000 p.72)

Entitlements

A number of schemes have been proposed for ‘entitlements’ to permit the less advantaged to have a proportionate or more than average share of government support for education and training. Entitlement proposals differ from the original 'voucher' concept (Friedman 1962, p.93). His voucher scheme allowed public funding to follow the student to the institution of choice. Most entitlement proposals go further in guaranteeing for each person an amount of money after compulsory schooling for the purpose of education and training. Entitlements may be financed by grants or by loans with increasing government stringency shifting the emphasis to loans (Levin 1998, OECD 1996, p.243).

Timmermann (1995, p.5) suggests entitlements might be used over a working life for a variety of learning opportunities including university courses, vocational courses, apprenticeships, on-the job training, continuing education programs and vocational and non-vocational adult education. The value of the entitlement might be varied according to the social background of the learners. The entitlements might accumulate interest so that their value would be larger when used later in life. Such a scheme ranks high on equity though there may be a problem of financing high cost courses, assuming that market forces alone will not ensure a correct allocation of training to meet the needs of the workforce.

The concept of lifetime entitlements is much discussed but nowhere adopted as a comprehensive scheme. The more limited idea of entitlements to study leave or a voucher for payment for a limited amount of training are more common.

The UK has recently introduced Individual Learning Accounts. The government will pay £150 into the account after an adult pays in £25. They will be open to anyone in work but not in full-time education. The funds can be used for any course the adult wants (DFEE 1998a). It is expected that many of the account holders will spend their funds at the new University for Industry (Ufi) which will co-ordinate a network of learning centres in traditional education settings but also in some non-traditional centres like football clubs and churches (DFEE 1998b). These accounts are at an early stage of development but appear unlikely to be a major element in the financing of education and training. One factor is that they are considered too small by the major banks to handle them at a reasonable charge. It is likely instead that more attention will be given to the development in income contingent loans.

Sweden has recently announced a system of Individual Learning Accounts to be used for competence development. These are to be funded by employees and employers contributions, encouraged by a tax entitlement at time of contribution. At time of use the funds are subject to tax, but this is partly offset by a competence grant premium. The premium is determined not by the costs of the training or living expenses but by the competence acquired. The scheme is planned to be implemented by 2002 (Sweden 2000).

An alternative entitlement scheme is the Franchise Model advocated by Van Ravens (1998). This involves two elements: 

· a lump sum grant by government to finance post secondary school studies but with a rising proportion of self finance with increasing age; and 

· an open system of learning where competencies will be accredited whether acquired in the education system, the workplace or the community. 

The lump sum grant, which can be used to cover up to 100 per cent of costs for the young, is seen to offset the difficulties of access to finance when they are greatest, which is for young people without income. The 'open system of learning' is seen to promote efficiency in the way people can learn, with a considerable reduction in unit costs. Van Ravens (1998, p.96) argues ‘The drop-out phenomenon, considered an irreparable loss in a closed system, is a non-issue here. Everybody drops out all the time and everybody drops back in. The time it takes to graduate does not need to be reduced and becomes irrelevant’.

Student assistance

The Commonwealth government provides assistance to full-time students aged 16 and over subject to income and wealth tests with particlular programs for Indigenous students. Assistance may be provided to part-time students not in employment subject to an activity agreement. Part-time student in full-time work are not eligible for assistance. The extension of income support for part-time study even for those in employment is a matter that could receive further consideration.

Taxation 

In Australia, education and training expenses related to one's career can be deducted. Tax deductions are available for individuals payments of education expenses in about two thirds of European countries (Bruyneel 1999). This does offset to some extent the disincentive that fees cause to employed person. However it offers little support for the less advantaged. 

Value added taxes are levied on training expenditures in most countries. Australia introduced a goods and services tax (GST) in 2000 but exempted education and training in accredited courses and in programs that lead to accredited courses. However the GST may apply to non-accredited programs that provide a way into more formal education, programs taken by those reluctant to enter the formal system (ALA 1999).

Employers in Australia benefit from the structure of taxation that treats expenditure on training in the same way as other costs of production. That is, unlike investment in plant and equipment, the full cost of training and grants to employees for training can be allowed against taxation in the year it occurs. This is the arrangement in all the OECD countries recently surveyed (Bruyneel 1999). The option to capitalise and depreciate training expenses is available in most countries. An increase in the level of the deduction for education and training may stimulate employers to support their employees education.

D. Private funding

At the moment the fees charged in publicly provided VET are low, usually not exceeding $500 for a full-year enrolment with exemptions for low income disadvantaged students. In contrast fees for undergraduate places in universities range from about $3,500 to $6,000, though deferred payment through HECS is available and a discount of 25 per cent is provided for an immediate up-front payment of the fee. Graduate coursework students in general pay full fees.

Several options can be considered:

· increased fees; 

· increased fees plus access to interest bearing private loans; and 

· increased fees plus income contingent loans financed by government as in the HECS for higher education.

The first option could be an increase in fees with exemptions provided to low income groups. However this would deter many people who do not qualify for exemptions but who do not have ready access to funds to pay fees. The option also seems likely to decrease participation when one of the main objectives in reforming finance is to increase the number of students. 

The second option does not have the same drawbacks as the first. Students will be able to pay fees if they can get loans. But they may be unwilling to incur a growing debt when the extra earnings resulting from their training are uncertain and not likely to be as high as for university graduates (Long, Carpenter et al 1999). Other disadvantages are the consequences of default for the future creditworthiness of the person concerned.

The third option is to extend the Higher Education Contribution Scheme (HECS). The governments recent proposal to make HECS type loans available to graduate coursework students may stimulate demand. This is a matter for investigation in the particular circumstances of the NTU.

The case for investigating the application of HECS to the VET and for making more similar the methods of organising and funding the separate sectors, has been made by Chapman et al (2000). The need for further research to find methods that improve the ease of training across the systems and increase the fairness in the distribution of resources is endorsed. However most of the issues concern equity and are matters for government rather than for a particular institution.

Employer funding 

Firms’ incentives to invest in training will be greater: 

· the greater the increases in productivity of the employees trained;

· the greater the period of work or the retention of workers while the training is still effective; 

· the smaller the proportion of the benefits of the productivity that are paid to the workers in higher wages and salaries; 

· the more cost-effective is the training; and 

· the firm’s awareness of its benefits.

There are various proposals aimed at increasing the incentives for firms. For the NTU they become relevant if the employers seek the NTU as the provider of firm based training or if they support their employees attendance by time release or payment of fees. A number of schemes are discussed in Burke (2001).

Schemes to stimulate apprenticeship and traineeship training could increase the NTU's enrolments. However the 'user choice' system in place since 1998 could mean that some of this demand flows to private training providers. Again this is a matter for investigation. 

E. Strategies for reducing costs

Box 1 provides a classification for considering the major elements of costs in educational institutions and policy options for reducing them. Many of the options listed are of concern to government seeking to reduce its outlays and not to a single institution seeking to reduce costs.

The major cost in education and training is for personnel The main way of saving teacher cost is by increasing the ratio of students to teachers, e.g. by increasing class sizes, by reducing class hours (in higher education) or by adopting various forms of flexible delivery which also involve less face-to-face teaching. Reducing class hours in VET in the past led to a reduction in funding. However the introduction of 'units of competency' and the emphasis on outcomes may be reducing the connection of funding with hours.

The options in the NTU would at face value seem more limited than in other universities. The possibilities of the use of IT as part of flexible delivery could potentially achieve greater costs savings than for other universities because of the large proportion of part-time and external students at NTU.

Attempts to economise on capital costs often involve merging institutions in the hope of achieving economies of scale. This is not an option for NTU. 

One way to cut costs is to shorten the length of courses. While this may be an option for a government it is not one for the NTU if it leads to reduced revenue as well as reduced enrolment.

Several forms of organisational change, included in Box 1, are seen as promoting the cost savings in personnel, capital or other costs. One major change occurring in most countries is the devolution of decision making to as close to the delivery of services as possible (OECD 1996, Ch.5). Most universities have devolved financial responsibility for much of the recurrent budget to faculties and departments. The particular policies and their outcomes at NTU is an issue for consideration.

An approach adopted increasingly in recent years is the promotion of competition among providers of training. This encourages meeting the needs of the clients – students, trainees or employers - at reduced cost. In some instances, governments have put to tender the provision of publicly funded training. An increasing proportion of the provision of formal vocational training courses in the tertiary sector has been put to tender in Australia, though a series of critical reviews of the quality of training have suggested a need for better oversight of the competitive system (e.g. Schofield 2000). The importance of such issues in the Northern Territory and their relevance to the NTU is a matter for investigation.
.

Conclusion

The financial situation facing the NTU has features in common with tertiary institutions elsewhere in Australia and other OECD countries, namely reduced public funding and increased competition for students and services. While this paper has outlined some means by which NTU could attract greater government funding – principally by increasing publicly-funded university and TAFE enrolments, especially among school leavers – and also some means for reducing costs, the financial viability of the institution will ultimately hinge on how well it can reorient its basic outlook and operating processes.

Duke (2000) has examined the conditions needed for universities to be more outward-looking and market focused and yet to still maintain core academic values. He argues that creating a more entrepreneurial university requires broad cultural change so that:

· all income and business is seen as a single system rather than a dichotomy between public funding and other income that is largely treated as marginal;
· staff are mobilised to work entrepreneurially through appropriate commitment, ownership and reward systems;
· there is a shared responsibility for engaging with the external environment for business purposes;
· there is a culture of rapid responsiveness and client service; and

· the organisation of academic work is flexible enough to allow new areas of work, new sources of income and new partnership opportunities to develop.

Successful initiatives on these fronts require vision, patience, and extensive discussion and analysis within NTU and between the organisation and its wider community. The Strategic Positioning Project is a significant step in this process.
Box 1.  Classification of costs and policy options for education institutions

Cost area
Main source of cost savings
Policy options

Teacher costs
Reduction in student hours of class attendance

Shorten courses
Ministry directives to take more student units for a given budget 

Ministry monitoring of resources e.g. with relative funding model,  reports on key indicators and collection of relevant data and 

Rewards to institutions or personnel linked to outcomes

Development of distance and flexible delivery modes

Provision of more learning materials

Provision of more ICT and multimedia facilities


Increase in average class size especially by eliminating very small classes
Form larger institutions or regional clusters if institutes are very small

Ministry directive and monitoring of performance


Greater use of part-time staff and specialist staff
Form larger institutions if institutes are small


Average salary costs
Further devolution of allocation of institute budget

Revise salary schedules


Increase in teacher class hours in some institutions
Ministry directive and requirement to take more students for a given budget

Ministry monitoring e.g. relative funding models and key indicators


Teacher and administrator development
Ministry provision of support for teacher and administrator staff development

Equipment and buildings
Greater number of students using facilities through 

Increase evening and part-time students using facilities

Reduce hours per student,

Lengthen operating hours per institute 
Form larger institutes 

Ministry directive and monitoring of performance

Introduction of accrual accounting to make annual capital cost transparent

Analysis of equipment standards in other countries

Increased recognition of prior learning

Devolution of management of part of equipment budget to institutes 

Provision of more learning materials


Renting or leasing rather than purchasing equipment

Allowing other institutes to use the equipment 

Greater industry use of equipment

Use of equipment for commercial production
Devolution of greater part of financial management to institutes

Putting part of the provision of training to public tender by both public and private providers

Putting the delivery in public facilities to tender 

Ministerial monitoring of resources

Support staff, services and supplies
Reduced administrative, clerical, printing, library/resource centre costs per student

Increased provision of learning materials
Form larger institutions

Ministry dissemination of learning materials

Student welfare
Greater local provision of training reducing need of financial support for living expenses
Increased provision and co-ordination 

Improve data on type and extent of public and semi-public forms of assistance to allow monitoring of effects of support by socio-economic group

Central administration
Changed functions for Ministries
Co-ordination across government departments and ministries with responsibilities for education, work and training

Increased purchasing of places in private and public training institutions via public tendering for provision

Greater devolution in decisions to institutions

Broad quality supervision rather than regulation of the private sector

Total operating funding
Students, parents and employers
Increased fees backed with income contingent loans or other targeted support

Continue with programs seeking industry co-operation and funding

General efficiency
Increased competition from private sector
Co-ordination across government departments and ministries with responsibilities for education, work and training

Outsourcing some activities including some course delivery

Putting part of the publicly funded training to public tender 

Funding vouchers and loans for choice in public or private institutions

Increased labour market information and career advice
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Appendix. Education participation rates in VET and higher education by age and gender 
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[image: image2.wmf]Table 29.  Higher education participation - 1997 (%)(1)

Age (years)(2)

NSW

Vic.

Qld

WA

SA

Tas.

NT

ACT

Aust.

Males

17

0.7

0.7

7.8

8.6

4.9

0.5

1.9

2.8

3.2

18

16.1

22.4

19.7

18.7

20.1

15.2

8.0

31.3

19.3

19

19.5

25.2

20.0

18.5

22.6

21.2

6.6

35.8

21.6

15-19

7.1

9.8

9.3

9.1

9.5

7.0

3.3

15.1

8.8

20-24

13.0

15.7

11.6

11.6

13.6

13.7

4.6

25.4

13.6

25-29

5.3

5.2

5.1

4.6

4.9

4.4

2.8

9.4

5.2

30-64

1.9

1.8

1.7

1.6

1.6

1.4

1.7

2.9

1.8

15-64

4.1

4.6

4.1

3.9

4.0

3.6

2.4

8.1

4.3

65 and over

0.1

0.0

0.0

0.0

0.1

0.1

0.1

0.1

0.0

All ages (3)

2.7

3.1

2.8

2.7

2.7

2.4

1.7

5.8

2.9

Females

17

1.1

0.9

12.5

11.7

7.2

0.8

3.0

2.1

4.9

18

24.1

32.3

29.2

24.8

29.1

19.6

11.4

36.9

28.2

19

27.9

35.2

27.8

24.9

30.2

26.0

13.0

44.6

30.3

15-19

10.5

13.8

13.8

12.3

13.2

8.8

5.4

18.2

12.6

20-24

15.7

19.0

13.7

14.4

15.8

14.1

7.7

26.5

16.4

25-29

5.5

5.8

5.4

5.9

5.5

3.8

4.8

8.8

5.7

30-64

2.3

2.2

2.1

2.6

2.4

1.7

3.8

3.4

2.3

15-64

4.9

5.7

5.1

5.3

5.2

4.0

4.7

8.7

5.3

65 and over

0.0

0.0

0.0

0.0

0.0

0.0

0.2

0.1

0.0

All ages (3)

3.2

3.7

3.4

3.6

3.4

2.5

3.3

6.1

3.5

Persons

17

0.9

0.8

10.1

10.1

6.0

0.7

2.4

2.4

4.0

18

20.0

27.2

24.3

21.7

24.5

17.4

9.6

34.1

23.6

19

23.6

30.1

23.8

21.6

26.3

23.5

9.6

40.1

25.8

15-19

8.8

11.8

11.5

10.7

11.3

7.9

4.3

16.6

10.7

20-24

14.3

17.4

12.6

13.0

14.6

13.9

6.1

26.0

15.0

25-29

5.4

5.5

5.3

5.2

5.2

4.1

3.7

9.1

5.4

30-64

2.1

2.0

1.9

2.1

2.0

1.6

2.7

3.2

2.1

15-64

4.5

5.2

4.6

4.6

4.6

3.8

3.5

8.4

4.8

65 and over

0.0

0.0

0.0

0.0

0.0

0.0

0.1

0.1

0.0

All ages (3)

3.0

3.5

3.1

3.1

3.0

2.5

2.4

6.0

3.2

(1)

This table excludes overseas students.  The age reference date is 30 June.  Data include students doing enabling 

and non-award courses.  Data are State/Territory of participation (ie. institution), not State/Territory of origin.

(2)

Students aged 16 years and under have not been displayed because there are so few of them.

(3)

'All ages' includes entire population (0+ years).

Source:

  DEETYA, Higher Education Student Statistics collection, unpublished data.
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