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In 1986 an estimated 11% of Australian 18 to 24 year olds were enrolled in higher education 
(Dawkins, 1987b: 109).  By 2005 just under 20% of 18 to 24 year olds were enrolled in higher 
education.  In 1986 Australia had a structure but not the financing to support mass higher 
education in Trow’s (1974) terms; 20 years later it has the financing but no longer the 
structure to support mass higher education.  Another big and distinctive change in Australian 
higher education over the last two decades has been the growth of international students, from 
4% of total enrolments in 1988 to 25% of enrolments in 2005.  This chapter reports on how 
Australia made these changes, the strengths and weaknesses of Australia’s approach and the 
issues these may raise for other countries.  It argues that the main motive for Australia’s 
expansion of higher education for both domestic and international students was to expand its 
contribution to the country’s economic development; equity and student access remained an 
incidental consideration, increasingly overlooked as the period under review progressed. 
 
 
Introduction 
 
Unlike the UK (Parry, 2006: 393), 20 years ago Australia set itself an explicit goal of 
expanding its higher education system.  The Australian Government’s Green Paper on higher 
education (Dawkins, 1987b: 13) proposed that Australia increase its higher education 
enrolments by 40% from 1987 to 2001 to raise the country’s participation rate and its 
proportion of graduates to closer to the rates of leading OECD countries.  Considerable doubts 
were expressed at the feasibility of growing higher education so quickly, so the Australian 
Government’s higher education White Paper (Dawkins, 1988: 13) didn’t adopt a precise 
growth target, noting just that ‘further substantial growth is both necessary and desirable’.  
Australia in fact exceeded this ambitious growth target by 1999, two years before planned.   
 
While the Green Paper (Dawkins, 1987b: 19) suggested that a number of changes would be 
needed to achieve its ambitious growth target, in retrospect the central issue in Australia’s 
transition from elite to mass higher education was how to fund a massive expansion of 
enrolments, and this depended almost completely on student tuition fees.  In contrast to several 
other countries including New Zealand (see Allen’s chapter in this book), student income 
support is a relatively small part of Government spending on higher education, partly because 
the Government declares that parents are responsible for their children’s income support until 
they are aged 25.  Income support for students up to age 25 is therefore determined on a means 
test of their parents’ income, which is set very low.  Maximum student income support for a 
single 18 year old student without dependants living away from home is only 20% of average 
weekly earnings and it is available only to students whose parents’ combined income is 55% 
of average weekly earnings.  In 2006 only 35% of full-time undergraduates received income 
support from the Government and this had fallen from 42% in 2000 (James et al, 2007: 14).  
Most students commute from home and are supported significantly by their parents, from their 
own earnings or from a combination of both.  In 2004 some 80% of school-leavers were 
mainly living with their parents or guardian and only 8% of all students were living in a 
university college or other residence (Long, Ferrier & Heagney, 2006: 14, 180).   
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As will be elaborated below, Australia financed its massive expansion of higher education 
from substantially increased tuition fees underwritten by a new income contingent loan 
scheme, the first comprehensive income contingent loan scheme in the world.  In its initial 
form the scheme was a charge imposed, set and managed by the Australian Government, 
although collected by universities.  However, the loan scheme was widely understood by 
students, most staff and the general public to be underwriting a university fee, and recent 
changes have converted the scheme to a guarantee of fees set by universities up to a limit 
determined by the Australian Government.   
 
This chapter argues that although the income contingent loan scheme has funded the 
massification of Australian higher education, its extension to private places offered by both 
public and private higher education providers has been one of the two main mechanisms for 
the significant marketisation of Australian higher education.  The other mechanism has been 
full fee-paying international student enrolments.  Both have been driven by the Australian 
Government’s withdrawal of supplementation of universities’ general operating grants for cost 
increases since 1995.   
 
While the Australian Government’s financing of the massification of higher education has 
been outstandingly successful, neither the Government nor prominent advocates of a tiered 
system have managed to convince the community of the need or even desirability of 
restructuring higher education to accommodate mass participation.  Instead, the structure of 
Australian higher education is being shaped by the market.  The chapter concludes by arguing 
that while the market may be useful in motivating individual and institutional behaviour, it is 
not a good mechanism for determining social structures such as the higher education sector.  It 
is an even less satisfactory mechanism for promoting student access and equity. 
 
 
Student tuition fees 
 
All but one Australian universities charged tuition fees from their establishment from 1850 
until 1974.  The exception was the University of Western Australia whose State Government 
and citizens were able to fund their university fully from mining income.  Tuition fees varied 
considerably between States, from a modest $200 to a substantial $800 per full time year in 
1973 prices.  However, three-quarters or more students were awarded a Commonwealth 
scholarship or a State teaching studentship which exempted them from tuition fees, so fees 
were only about 10% of university revenue in 1973 (DEET, 1993: 91-2).  The Australian 
Government abolished tuition fees in 1974 but this lasted for only just over a decade.  In 1987 
the Australian Government introduced a higher education administration charge of $250 in 
1987 prices.  The charge was a modest 3% of average teaching costs for full time students, but 
the Government levied the same charge on part time students, which was considered onerous.   
 
These and many other arrangements of Australian higher education were changed substantially 
in the ‘Dawkins revolution’ (DeAngelis, 1992) introduced by John Dawkins, who was 
appointed Minister for Employment, Education and Training in the third Labor Hawke 
ministry in July 1987.  Dawkins (1987a) outlined his argument for substantial changes to 
higher education in his paper ‘The challenge for higher education in Australia’ published in 
September 1987, wherein he raised the possibility of changing higher education financing by 
writing that ‘the Government is not convinced that a perpetuation of our current funding 
arrangements for higher education would be in the best long-term interests either of the higher 
education system itself or of the nation generally’.  The Green Paper (Dawkins, 1987b: 78) 
included proposals for ‘institutional consolidation, the sharper focussing of teaching and 
research, improved credit transfer arrangements and the improved provision of external 
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studies’ which it claimed would increase the sector’s ‘flexibility and accountability’, 
‘efficiency and quality’ and ‘overall capacity and productivity’.  But Dawkins (1987b: 1) 
argued that the main change needed was ‘to promote further growth in the higher education 
system in a manner consistent with our economic, social and cultural needs’.   
 
Even with some useful efficiencies and economies of scale that might be achieved by the 
structural changes proposed in the Green Paper, clearly a massive expansion would require a 
very considerable increase in expenditure on higher education, which the paper (Dawkins, 
1987b: 80) estimated at 40% by 2001.  The Green Paper (Dawkins, 1987b: 81-7) considered 
several possible sources of increased funding: Commonwealth and State governments; 
university endowments, donations and bequests; commercial activities; investment income; 
the existing modest higher education administration charge; employers; and private 
institutions.  The paper (Dawkins, 1987b: 87) added finally that ‘One additional source of 
funds that may need to be considered is a contribution from individual students, former 
students and/or their parents.  In considering individual contributions, it is worth recognising 
that graduates of higher education experience, on average, highly favourable labour market 
outcomes compared with those without tertiary qualifications.’  The Government established a 
committee to examine options for financing an expansion of higher education. 
 
The resulting report of the Wran committee on higher education funding (1988) considered 
raising employer contributions and various forms of student contributions: vouchers, fees, fees 
with loans, lifetime tax surcharges, and tax debits.  The committee (Wran Committee, 1988: 
xi) recommended ‘the establishment of a tripartite body to develop appropriate education and 
training levies’ to be imposed on employers and – 
 

A contribution scheme where users, whether they graduate or not, would 
become liable to pay an additional two per cent of taxable income until 
they meet about 20 per cent of the cost of their higher education.  The 
requirement to pay arises only when the student’s or the graduate’s 
personal taxable income exceeds the average earnings of all working 
Australians.  For most, it is a ‘pay later’ scheme. 

 
The committee also recommended ‘a package of initiatives to improve the access of 
financially disadvantaged people to higher education’ and what turned out to be substantial 
additional Commonwealth funding to smooth the political and implementation path to change 
(Wran Committee, 1988: xi).  However, as Guy (2005) observed, while the Green Paper 
argued for increased expenditure on higher education to fund considerable growth, the Wran 
Committee (1988: xi) argued for increased student contributions and in particular an income 
contingent loan scheme ‘to redress the inequities in the financing of Australia’s higher 
education system’.  The committee’s first finding was that ‘access to higher education in 
Australia continues to be inequitable’ since people who make the most use of higher education 
tend to be or become privileged and affluent members of the community while 90% of the 
system’s funding is from taxpayers, most of whom are not privileged members of society and 
neither use nor directly benefit from higher education (Wran Committee, 1988: xi-x).   
 
Australia introduced the students’ higher education contribution scheme (Hecs) much as the 
Wran committee recommended in 1989, the year after the committee reported.  I wont recount 
the political debate nor describe the implementation of the scheme in detail here since these 
have been covered well by a member of the Wran committee (Edwards et al, 2001) and by the 
architect of the scheme, Bruce Chapman (2006).  However, it is worth recounting experience 
with 2 big changes to the scheme since this may inform policy in Australia and overseas. 
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The students’ higher education contribution scheme introduced in 1989 was at a flat rate for all 
subjects of $1,800 in 1989 prices, or 15% to 20% of funding levels depending on the cost of 
the subject.  Students were required to start repaying their debt when their income reached 
annualised average weekly earnings, then $22,000.  In 1997 a new conservative government 
greatly increased Hecs and introduced 3 price bands.  The Government increased fees for 
students studying subjects in band 1 by 34%, band 2 by 92% and band 3 by 124%, giving an 
average increase of 83%. 
 

TABLE 1:  CHANGE IN HECS RATES FROM 1996 TO 1997 
 

1996 ($) 1997 ($) 
Increase 

amount ($)
Increase 

% 
band 1 3,300 846 34 
band 2 4,700 2,246 92 2,454 
band 3 5,500 3,046 124 

 
Source: AVCC (2007) 

 
 
The Government put humanities subjects in the cheapest band because it funds humanities 
student load at the equal lowest rate and it included in band 1 these additional subjects which 
the Government believed had social merit or should otherwise be encouraged: behavioural 
science, education, foreign languages, nursing, social studies, and visual and performing arts.  
The Government put accounting, administration, economics and commerce initially in band 2 
and from 2008 in band 3 because it did not believe these studies to be highly socially desirable 
yet it claimed graduates earn good incomes.  (In fact new accounting graduates earn 10% less 
than the average income for new graduates.)  It put mathematics, statistics and computing in 
band 2 because the Government funds these subjects at the medium rate and it put the 
remaining subjects, which it funds at the second highest rate, in band 2 because it believed 
them to be socially desirable: agriculture, built environment, engineering, health, science and 
surveying.  The Government put law in the most expensive band even though it funds law at 
the equal lowest rate because it believes law does not have high social merit and because 
lawyers have high incomes; and it included dentistry, medicine and veterinary science in the 
highest band because the Government funds these disciplines at the highest rates and because 
graduates earn high incomes.   
 
The second major change of interest was the Australian Government’s introduction of income 
contingent loans for private places at public and private institutions.  In 2002 the Australian 
Government introduced income-contingent loans for domestic students enrolled in post 
graduate programs, most of which were by then private places funded from full tuition fees, 
although mostly at public universities.  In 2005 the Government extended the scheme with 
some adaptations to undergraduate domestic full fee-paying students enrolled in all approved 
higher education institutions, public and private.  At the same time the Government changed 
the arrangements for places it supported.  From 1989 to 2004 universities were required to 
administer the students’ higher education contribution scheme on behalf of the Government.  
From 2005 the Government allocated a subsidy for each place it supported in 1 of 12 funding 
clusters and permitted institutions to charge a fee up to a maximum in each of the 3 bands.  So 
now the Government operates 2 income-contingent loans schemes: Hecs-help for quotas of 
students it specifies in each of 12 funding clusters for which institutions, most of which are 
public universities, charge fees up to caps fixed by the Government; and Fee-help for 
unrestricted numbers of students at public and private institutions which charge unrestricted 
fees, although students have a lifetime borrowing limit of $100,000 for students studying 
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dentistry, medicine and veterinary science and a lifetime limit of $80,000 for students studying 
other subjects. 
 
 
Effect of tuition fees on student access and equity 
 
Unexpectedly, Australia hasn’t observed any change in higher education participation by 
members of equity groups since 1950, despite the various changes in Australian higher 
education tuition fees policy.  Writing almost a decade after the Australian Government 
abolished tuition fees in 1974 Anderson & Vervoorn (1983: 170) reported – 
 

The conclusion from this review of research covering a period of 50 years 
is that higher education in general and universities in particular remain 
socially elite institutions.  The over-representation of students of high 
socio-economic backgrounds has remained constant at least since 1950, as 
has the under-representation of those of lower socio-economic 
background. 

 
The most striking thing about this outcome is its consistency through several major changes in 
fees policy.  There seems to have been no significant change in participation by socio economic 
status since Anderson & Vervoorn’s analysis.  In its report for the 2003 to 2005 triennium the 
Department of Education Science and Training (2003: 19) reported that students from low socio 
economic status backgrounds were 14.7% of all students in 1991 when Hecs was charged at 
only one comparatively low rate of $1,800 pa.  Almost 15 years later with differential and much 
higher Hecs low SES students were an almost unchanged 14.6% of students in 2005.   
 
Andrews (1999) reported the first systematic study of the effect of differential Hecs on higher 
education participation.  Differential Hecs was announced in 1996 and took effect from 1997.  
It will be seen from the table below that the proportion of students aged 17 to 24 years from 
low socio economic status backgrounds studying subjects charged the highest Hecs band 3 
does not seem to have been affected by the introduction of differential Hecs in 1997. 
 
TABLE 2:  SHARE OF COMMENCING STUDENTS FROM LOW SES BACKGROUNDS, 17–24 YEAR OLDS 
 

HECS band 1989 1991 1993 1995 1996 1997 1998 
Band 1 (%) 21 20 19 20 20 20 20 
Band 2 (%) 20 21 20 21 21 20 21 
Band 3 (%) 12 15 13 12 12 13 12 
All (%) 20 20 19 20 20 20 20 

 
Source: Andrews (1999: 19) table 1 share of commencing students from low SES backgrounds 
17–24 year olds 
 
 
Andrews’ work has been controversial, perhaps partly because his findings were unexpected 
or inconvenient.  A more recent study of the impact of Hecs was conducted by Aungles and 
colleagues (2002).  Aungles et al found that the introduction of Hecs in 1989 had no 
measurable effect on higher education participation and that the introduction of differential 
Hecs in 1996 might have reduced the participation of males from low socio economic status 
background in Hecs band 3 by 200 or 300 students.  As Aungles and colleagues observe 
(2002: 29), this is a very small number in comparison with the total of 600,000 domestic 
higher education students. 
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Other effects of tuition fees 
 
The introduction of different Hecs bands in 1997 did not reduce demand for law and medicine 
in the most expensive band and nor did it increase demand for education, humanities, foreign 
languages and nursing in the least expensive band.  In fact, disciplines’ share of student load 
has been remarkably stable over the decades and seems to have been affected most by 
prospective students’ perception of job prospects.  Nonetheless, physical scientists, 
disregarding their own empirical method, persist in arguing that student fees but not 
departmental funding for their subjects should be reduced to increase demand for their 
subjects, ignoring the clear evidence that student fees have no effect on subject choice.   
 
Indeed, the whole purpose of income contingent loans is to insulate students from the 
immediate effect of charging fees and thus remove the price sensitivity that students might 
otherwise have.  If students were sensitive to fees the income contingent scheme has been 
designed poorly and has not met its main reason for existence.  But if the income contingent 
loan scheme has been designed well, as Australia’s has, changing fees within a broadly 
acceptable range will have no effect on student demand.  However, the bounds of the broadly 
acceptable range have yet to be found in Australia. 
 
It is perhaps subtle, but a distinct effect of the introduction of fees supported by income 
contingent loans 15 years ago has been the commercialisation of public higher education.  
Notwithstanding Hecs’ formal status as a government statutory charge, students have always 
considered it a university fee and expect universities to treat them like paying customers.  
Students have also become more demanding since they assume that their Hecs charge is the 
full funding for their place, although initially it was about 20% and now it is on average about 
half the full funding for each student’s place.  The public also considers even public higher 
education to be commercial and expects universities to behave accordingly.  Partly in reaction 
to students’ and the public’s expectations, university staff have also started to consider even 
public higher education more commercially.  Not all staff consider higher education to be 
commercial, staff can be inconsistent in considering some aspects of universities commercial 
and others not, and they can be inconsistent in considering the same activity to be commercial 
at one level of the organisation but not commercial at another level.  Nonetheless, there has 
been a definite change in attitudes and behaviour in public institutions. 
 
A marked effect of the Government’s introduction of income-contingent loans for private places 
for domestic students has been a skyrocketing of the number private places it supports.  This has 
been a boon for private providers which expanded dramatically within a year of the loans being 
made available.  Fee-help increased student load for private higher education providers by 
extraordinary amounts in 2005, although many off tiny bases.  Tabor College, run by a 
charismatic Christian education group, now has a student load of 400 equivalent full time 
students.  Like many private providers in Australia and in the US, it is religious and of modest 
size.  But its student load increased by 600% in the first year in which Fee-help was available, and 
it has expanded from its base in Adelaide to establish campuses in Hobart, Melbourne, Perth and 
Sydney.  The Melbourne College of Divinity is also small but its higher education load has grown 
by 81% in a year. 
 
Bond University is rather more substantial with 3,500 equivalent full time students, just under 
half of whom are now domestic students.  Bond’s load grew by a remarkable 28% from 2004 
to 2005 and the slightly bigger Notre Dame University Australia grew by an impressive 18% 
cent from 2004 to 2005.  The Christian Heritage College in Brisbane grew by 26% to 440 
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equivalent full time students and Avondale College, an Seventh-day Adventist college based 
in Lake Macquarie north of Sydney, grew by 26% to 440 equivalent full time students and 
says it is now actively pursuing university status.   
 
In addition the number of private higher education providers has expanded strongly with 25 new 
private higher education providers reporting load for the first time in 2005, such as the Australian 
College of Theology Council (1,156 students), the Sydney College of Divinity (433 students), the 
Australian College of Physical Education Limited (295 students) and the Australian College of 
Applied Psychology Pty Ltd (235 students).  Private higher education providers now enrol just 
over 13,000 students, the size of a small university in Australia.  Many of the new private higher 
education providers operate for profit and had hitherto offered only vocational education programs 
because they require less investment to establish than higher education programs.  These former 
vocational education providers have started offering higher education programs because income 
contingent loans are available for higher but not vocational education programs. 
 
In response public vocational education institutes have become much more commercial and 
much more active in offering higher education qualifications.  The expansion of private-for 
profit higher education providers has in turn increased the commercial behaviour of public 
universities, even the most prestigious.  While fees and income contingent loans may have 
established the atmosphere for a commercialisation of public higher education, the motivation 
came from the erosion of public funding for higher education, to which we now turn. 
 
 
Institutional financing 
 
Until 1995 the Australian Government adjusted its grants to universities to reflect actual 
movements in salary and non-salary costs.  From 1 January 1996 the Government has adjusted 
university funding by an index whose wage part is based on the changes to minimum wages, 
not changes to average wages, professional wages or education wages, all of which have 
increased much faster than minimum wages.  Burke & Phillips (2001: 3) found that the 
Australian Government’s changed indexation of university grants has reduced grants to 
universities by an average of 1.82% each year (the amount varies by the amount that real cost 
increases exceed base grants each year), which had accumulated to an effective cut of 17% by 
2005.  Universities have responded to the steady erosion of government grants in the 2 
predictable ways: they have increased revenue from non government sources and the have cut 
costs. 
 
The table below shows the main sources of university revenue over the period reviewed by 
this chapter.  The proportion of university revenue provided by the Commonwealth 
Government has fallen from almost 90% some 25 years ago to just over 40% now.  Hecs has 
been a useful 12% to 15% of university income since it was introduced.  But the major 
supplementation of Commonwealth Government grants has been from fees and charges, which 
have grown spectacularly in the last 15 years.  Almost two-thirds of fees and charges are 
tuition fees from overseas students and these are considered in the next part of this chapter.   
 

TABLE 3: UNIVERSITY REVENUE BY MAIN SOURCE, 1981-2005 (SELECTED YEARS) (%) 
 
Source 1981 1989 1993 1997 2001 2005
Commonwealth Government 89.3 77.1 56.0 53.8 43.8 41.3
State Government 0.8 4.6 4.3 1.1 1.7 3.6
HECS 13.0 14.7 17.4 11.5
Fees and charges  5.9 11.7 14.9 19.8 32.4
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Source 1981 1989 1993 1997 2001 2005
Investments, donations & bequests 4.4 8.5 5.0 5.2 3.0 6.6
Other sources 5.5 4.0 10.0 10.2 14.3 4.5
Total  100 100 100 100 100 100

 
Sources: AVCC (2003) University funding and expenditure, table A.21, university revenue by 
main source, 1939-2002 (selected years); DEST financial reports of higher education 
providers (various years). 
 
 
From 2005 the Australian Government has split the maximum tuition fees that institutions may 
charge government-supported students from government funding which the Government 
allocates in one of several clusters, currently 7.  This atomises universities’ financial and 
student load planning.  It will be noted that total funding ranges from $26,560 per equivalent 
full time student in medicine, dentistry and veterinary science to around $10,000 for business 
and humanities subjects, giving funding relativities ranging from 2.8 and a weighted mean of 
1.5.  Business and law students’ Hecs fee is 83% of the total funding for their subjects while 
agriculture students pay 28% of the total funding for their subject.  The student Hecs fee is 
47% of the mean of the 11 combined funding rates weighted by each discipline’s share of total 
domestic student load. 
 
TABLE 4: FUNDING CLUSTERS FOR COMMONWEALTH-SUPPORTED STUDENTS SHOWING 

COMMONWEALTH GRANT SCHEME (CGS) AMOUNT, MAXIMUM STUDENT 

CONTRIBUTION (HECS), TOTAL FUNDING, FUNDING RELATIVITY AND HECS AS A % OF 

TOTAL FUNDING 
 

Discipline CGS $ Hecs $ Total $
Funding 
relativity 

Hecs as % 
of all (%) 

Medicine, dentistry and veterinary 
science 

18,227 8,333 26,560 2.8 31 

Agriculture 18,227 7,118 25,345 2.6 28 
Engineering, science, surveying 14,363 7,118 21,481 2.2 33 
Allied health 10,106 7,118 17,224 1.8 41 
Computing, mathematics, statistics, 
built environment, other health 

8,217 7,118 15,335 1.6 46 

Nursing 11,280 3,998 15,278 1.6 26 
Clinical psychology, foreign 
languages, visual and performing arts 

10,106 4,996 15,102 1.6 33 

Behavioural science and social 
studies 

8,217 4,996 13,213 1.4 38 

Education 8,217 3,998 12,215 1.3 33 
Accounting, administration, 
economics, commerce, law 

1,674 8,333 10,007 1.0 83 

Humanities 4,647 4,996 9,643 1.0 52 
Mean 10,123 6,326 16,450 1.5 47 

 
Source: Bishop (2007e) 
 
 
Universities have cut their costs in 2 ways in response to the steady erosion of government 
grants since 1995.  They have increased their staff at a much slower rate than they have 
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increased their enrolment of students.  This in turn has increased student:staff ratios from just 
over 14:1 in 1990 to 21:1 in 2004.   
 
TABLE 5:  UNIVERSITY STUDENT:STAFF RATIO, ALL ON SHORE AND OFF SHORE STUDENTS, ALL 

ACADEMIC STAFF IN AN ACADEMIC ORGANISATIONAL UNIT WITH A TEACHING ROLE, 
1990-2004 

 
Year Ratio 

1990 14.3 
1991 15.1 
1992 15.3 
1993 14.3 
1994 15.1 
1995 15.3 
1996 16.2 
1997 17.7 
1998 18.7 
1999 19.0 
2000 19.4 
2001 19.6 
2002 20.5 
2003 21.1 
2004 21.1 

 
Source: AVCC (2005) Table 1 - student to teacher ratio, 1990 to 2004 

 
 
Universities have also increased their proportion of casual academic staff.  The National 
Tertiary Education Union (NTEU, 2005: 9) estimate from data from the Department of 
Education, Science and Training that universities have increased their proportion of full time 
equivalent casual staff from 11.5% in 1995 to 14.9% in 2005.  The union (NTEU, 2005: 9) 
notes that these figures are for full-time equivalent staff, not the actual number of staff since 
data on the actual number of casual staff are not available.  However, the union estimates that 
at least half of the actual numbers of people who work at Australian universities are engaged 
on a casual contract. 
 

TABLE 6:  SHARE OF FULL TIME EQUIVALENT STAFF BY WORK CONTRACT 
 

Year Full-time %
Permanent 

part-time %
Estimated 
casual % 

Total % 

1995 79.7 8.9 11.5 100 
1996 78.7 9.0 12.3 100 
1997 77.1 9.7 13.2 100 
1998 76.3 10.3 13.3 100 
1999 75.7 10.0 14.3 100 
2000 74.8 9.7 15.5 100 
2001 73.7 10.6 15.7 100 
2002 73.5 11.0 15.5 100 
2003 74.2 10.4 15.5 100 
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Year Full-time %
Permanent 

part-time %
Estimated 
casual % 

Total % 

2004 74.4 10.7 14.9 100 
 
Source: NTEU (2005: 10) Table 1: share of FTE employees by work contract from DEST 
(various years) Higher education selected statistics 
 
 
International students 
 
By 2002 Australia had become the fifth most popular destination for international students 
after the US, Germany, the UK and France, attracting the world’s highest proportion of 
international students in tertiary education (17.7%), with the fastest rate of growth (Birrell et 
al, 2006: 101).  While international education has become prominent recently, Australia’s 
success in international student recruitment originates from much earlier decisions. 
 
Australia federated in 1901 and by 1904 the Australian Government had made student 
exchange agreements with a number of Asian countries which permitted their citizens to study 
in Australian universities by paying the same tuition fees as Australian students (Harman, 
2002: 6).  However, the number of international students rarely exceeded 500 a year before 
WWII.  In 1950 Australia signed the Colombo Plan agreement by which it sponsored students 
from developing countries in the region to study in Australian universities in addition to 
continuing the previous arrangement for private international students (Harman, 2002: 6).  The 
number of international students increased from about 1,000 in 1950 to about 5,000 per annum 
in 1965.   
 
Strong demand for labour during the 1970s led to a fall in demand for higher education.  
Particularly affected were the big engineering faculties of the institutes of technology and the 
second universities established in Sydney and Melbourne as science and technology 
universities: what became Curtin University, and RMIT, Monash University and the University 
of New South Wales.  These institutions filled their engineering student places with 
international students who were then charged the same modest fees as domestic students.  The 
Australian Government started to doubt the continuing effectiveness of its international students 
policy in 1979 and from 1980 it imposed a substantial visa fee on private international students 
(Harman, 2002: 6).  The Australian Government was influenced by the decision of the British 
Government to start charging international students tuition fees to cover the full average costs 
of their study from 1980.  It established 2 committees of inquiry.  In a report titled Mutual 
advantage, the Goldring committee (1984) recommended that overseas students continue to be 
valued for contributing to foreign aid and mutual understanding.  However, the Government 
followed the recommendation of the Jackson committee that education be considered ‘an export 
industry in which institutions are encouraged to compete for students and funds’ (Jackson, 
1984).  Universities were permitted to charge international students full tuition fees from 1986 
and the Australian Government required universities to charge international students full tuition 
fees at least above a minimum set by the Government from 1990. 
 
At the time most universities and their staff were probably more sympathetic to the views of 
the Goldring committee that international students should be fostered for mutual advantage 
than the Jackson committee and the Government that education should be developed as an 
export industry.  They did not seek to expand international student enrolments actively.  
International student enrolments therefore grew slowly until after the Australian Government 
decided to stop indexing university grants fully from 1996.  The strong growth of international 
student enrolments from 1997 is therefore a result of universities expanding enrolments and 
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revenue from overseas students to compensate for the reduced Australian Government 
supplementation of grants for Australian students.   
 

TABLE 7: INTERNATIONAL STUDENT ENROLMENTS AS A % OF ALL ENROLMENTS, 1988-2005 
 

International students 
Year On shore Off shore Total 

All students
International 

students as % of all
1988   18,207 420,850 4 
1989   21,112 441,074 5 
1990   24,998 485,066 5 
1991   29,630 534,510 6 
1992   34,076 559,381 6 
1993   37,152 575,616 6 
1994   40,494 585,435 7 
1995   46,187 604,176 8 
1996   53,188 634,094 8 
1997   62,996 658,849 10 
1998   72,183 671,853 11 
1999   83,111 686,267 12 
2000 71,716 23,891 95,607 695,485 14 
2001 84,276 28,066 112,342 726,418 15 
2002 134,646 50,412 185,058 896,621 21 
2003 154,578 55,819 210,397 929,952 23 
2004 164,535 64,020 228,555 661,206 24 
2005 175,589 63,906 239,495 957,176 25 
 
Sources: DETYA (2001) Table 17  Overseas students by gender and broad level of course, 
1988-2000; DEST (2000 – 2005) Students: selected higher education statistics, Table: 
commencing and all overseas students by State, higher education provider and 
onshore/offshore status, full year 
 
 
Almost all Australia’s international students are enrolled in bachelor’s pass (55%) and 
coursework or taught masters programs (30%) and very few are enrolled in research doctorates 
(3%).  This is very low amongst OECD countries.  The OECD (2006: 310, table C3.4) reports 
that only 3.9% of Australia’s international students enrolled in tertiary programs were 
undertaking advanced research programs, the second lowest of the 12 countries for which data 
were reported.  By contrast 11.5% of the UK’s international tertiary students were enrolled in 
advanced research programs. 
 

TABLE 8: INTERNATIONAL STUDENT ENROLMENTS BY LEVEL OF PROGRAM, 2005 
 

Level of program Students % 

Doctorate by research 6,932 3 

Master’s by research 1,326 1 

Master’s by coursework 72,729 30 

Postgraduate diplomas and certificates 8,362 3 

Bachelor’s honours 878 < 1 

Bachelor’s pass 131,531 55 
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Other coursework programs 5,139 2 

Non-award courses 12,598 5 

Total 239,495 100 
 
Source: DEST (2006b) table 3.7.2: all overseas students by level of course, broad field of 
education and sex, full year 2005 
 
 
Australia recruits 61% of its international students from 4 Asian countries: China (19%), 
Malaysia (12%), Singapore (11%), Hong Kong (10%) and India (9%).  So international 
student fee revenue from developing countries is being used to subsidise wealthy Australia’s 
higher education. 
 

TABLE 9: INTERNATIONAL STUDENTS BY COUNTRY OF PERMANENT HOME RESIDENCE, 2005 
 

Country/ region Enrolments % 
China 46,271 19 
Hong Kong 24,930 10 
Other north east Asia 13,802 6 
North east Asia 85,003 35 
  
Malaysia 28,115 12 
Singapore 26,157 11 
Other south east Asia 22,184 9 
South east Asia 76,456 32 
  
India 20,883 9 
Other south and central Asia 9,212 4 
South and centra Asia 30,095 13 
  
Americas 15,557 6 
North west Europe 11,513 5 
Sub Saharan Africa 7,424 3 
North Africa and the Middle East 6,575 3 
Oceania 3,488 1 
Southern and eastern Europe 1,760 1 
Unknown 1,624 1 
Total 239,495 100 

 
Source: DEST (2006b) Table 3.7.5: All overseas students by country of permanent home 
residence, mode of attendance, type of attendance and sex, full year 2005 
 
 
Australia owes its success in international student recruitment to several factors, only a few 
due to its own planned actions.  As Harman (2003: 9) notes, Australia benefits from speaking 
and teaching in English, which fairly or not is the language of international trade, 
communications and scientific research.  Australia is relatively close to Asia, whose 
economies have developed rapidly and dramatically over the last 2 decades and which 
provides 61% of Australia’s international students.  Not only is the Western Australia capital 
of Perth relatively close to Singapore and Malaysia which are the source for 23% of 
Australia’s international students, it is also in the same time zone (Harman, 2003: 9). 
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Australia established a considerable store of goodwill amongst its Colombo Plan alumni who 
went on to occupy influential positions in their countries, awarding scholarships and otherwise 
encouraging young people from their own country to study at their Australian alma mater.  
Some of the universities with the biggest enrolments of international students have 
successfully built on the favourable experiences of the large numbers of international students 
they educated in the 1970s and early 1980s when tuition fees were modest: Monash’s 17,000 
international students are 31% of its total enrolments, Curtin’s 16,000 international students 
are 42% of its total students, RMIT’s 15,000 international students are 39% of total students 
and UNSW’s 9,000 international students are 23% of its total students.   
 
Harman (2002: 8-9) identified several additional factors that facilitated Australian higher 
education’s rapid expansion of its the number of international students.  The Australian 
Government prodded universities to start recruit international fee-paying students and the 
Government has maintained a close interest and support for international student recruitment.  
The Government regulates institutions’ quality assurance and codes of practice and requires 
institutions to subscribe to financial and tuition assurance schemes.  The Government has 
established Australian Education International, a part of the Australian Government 
Department of Education, Science and Training that integrates the development of 
international government relations with support for the commercial activities of Australia’s 
education institutions (Commonwealth of Australia, 2005).   
 
Australian Education International maintains a network of 26 offices in 18 jurisdictions.  It 
provides assessment services, information and advice on the recognition of international 
educational and professional qualifications and skills.  The department promotes Australian 
international education by brand positioning, holding promotional events, publishing 
marketing materials, maintaining the multilingual Study in Australia website and by 
conducting in-country communications campaigns.  The department provides institutions with 
market information, research reports, statistics and frequent updates on market developments 
and opportunities in key markets.  It organises events to inform institutions of the latest 
intelligence on international education as well as providing opportunities for networking and 
discussion (Commonwealth of Australia, 2005).  Harman (2002: 8) reported that the 
Australian Government provided $15.6 million to Australian Education International in 2001 
and the Government’s education, science and training portfolio budget statement for 2006-07 
reported the allocation of $82.9 million to support the Australian education and training export 
industry and international relationships in 2006-07 (Commonwealth of Australia, 2006a: 83). 
 
A benchmarking survey of 14 Australian universities in 2005 found that they recruited 58% of 
their international students via pathways (Adams, 2007: 7) or a variety of franchising, 
twinning and other articulation arrangements with both on shore and offshore colleges.  The 
most prominent is the Institute of Business Technology, a private for-profit company which 
provides year 10, 11, 12, Elicos and English preparatory programs as well as foundation, pre-
university, higher education and pre-masters programs in 12 colleges throughout the world 
(IBT Education Limited, 2007).  IBT has established colleges on the campuses of 
collaborating public universities in the 5 biggest capital cities in Australia (including at my 
own university) since 1994, at the University of Hertfordshire since 2000 and at Brunel 
University since 2004 (Newman, 2000). 
 
Several universities have followed by establishing their own preparatory and pathway 
colleges.  One of the earliest and most successful is Insearch, which the University of 
Technology Sydney established as a wholly owned for-profit subsidiary in 1987 (Hannan, 
2004).  At its Sydney centre Insearch offers academic pathway programs to UTS, a range of 
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English pathway and language programs, and one of the world’s largest IELTS testing centres.  
In China Insearch has offered in partnership with Shanghai University diplomas in English and 
business since 1994 as well as the UTS bachelor of business.  Insearch established its centre at 
the University of Essex in 2000 (Newman, 2007) at which it offers IELTS preparation 
programs and academic and English pathway programs that lead to direct access to Essex 
University (Insearch, 2006). 
 
Monash University, the youngest member of the group of 8 (Australia’s analogue to the 
Russell Group) established Monash College as a wholly owned for-profit subsidiary in the 
1990s and it now offers diplomas at the university’s Clayton, Caulfield and Peninsula 
campuses and also in Singapore, Guangzhou (China), Jakarta, and Colombo (Monash 
University, 2007).  Monash University’s English language centre offers intensive language 
programs and the Monash University foundation year is an equivalent Australian year 12 
program offered by Taylors College in Australia and other partners in Laos, Jakarta and 
Malaysia (Kuala Lumpur and Johor Bahru).  The Australian National University, the 
Australian university with the highest research ranking, has established ANU college as a 
registered training organisation which offers a foundation studies program, an ANU access 
English program, English language instruction for overseas students, extended university 
English, an advanced secondary studies program, maths bridging courses and group study 
tours (ANU College, 2007).  The University of Melbourne, the second oldest member of the 
group of 8, has established a preparatory program at Trinity College, one of its residential 
colleges that has broadened its role. 
 
Australia’s diverse multi-cultural society has been particularly attractive to Asian and Pacific 
students (Harman, 2003: 9).  In 2006 some 24% of Australia’s population was born overseas 
and 6% were born in a non English speaking country (ABS, 2007: 43, 50).  International 
students consistently report very high levels of satisfaction with their study in Australia.  Some 
91% of international students who finished their program in 1999 reported that they were 
‘satisfied’ or ‘very satisfied’ with the quality of education in Australia, 88% said that they 
were ‘satisfied’ or ‘very satisfied’ with program in which they were enrolled and 92% said that 
the would either ‘strongly recommend’ or ‘recommend’ studying in Australia to other students 
in their home country (Harman, 2002: 8).  A later study reported international students’ 
similarly high levels of satisfaction with the help their institution gave them before they 
arrived in Australia, when they arrived, to settle in and to meet people and make friends 
(Smith et al, 2003: 30). 
 
Australia has relatively high student graduation rates, the third highest of OECD countries for 
tertiary type A or bachelor degrees in 2000 (OECD, 2006: 58, table A3.1.), which means that 
international students have a good chance of successfully completing their studies (Harman, 
2003: 8).  Another attraction for many international students is that by completing at an 
Australian institution a qualification on the skilled occupation list that requires a minimum of 
2 years’ full time study they earn some of the 120 immigration points prospective migrants 
need to qualify for Australian permanent residency (Commonwealth of Australia, 2006b).  
About 20% of all Australia’s international students say they wish to migrate to Australia 
(Smith et al, 2003: 7) but this varies markedly by country of origin.  Some 78% of students 
from China were motivated to enrol in Australian programs by an ultimate wish to migrate, 
and China is currently the fastest growing source of international students at Australian 
institutions.  A wish to migrate to Australia was the motive for 64% of students from Hong 
Kong, 48% from the Philippines, and 43% from Singapore and Malaysia (Birrell et al, 2006: 
101).  By 2002 international student alumni were around half of all skilled migration 
applicants.  Australia’s international student program is thus not only contributing to the loss 
of foreign exchange but also to a brain drain from the least advantaged countries. 

http://www.monash.edu/mufy/locations/index.html/#australia
http://www.monash.edu/mufy/locations/index.html/#vientiane
http://www.monash.edu/mufy/contact/index.html/#jakarta
http://www.monash.edu/mufy/locations/index.html/#kl
http://www.anucollege.com.au/Programs/access_english.shtml
http://www.anucollege.com.au/Programs/access_english.shtml
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It seems that many international students make a quality-for-money or cost/quality judgement 
in choosing their study destination: they compare the total cost of studying at an institution 
including living costs with the quality of the institution, which they now gather from one of 
the two world league tables of universities.  Australia has no university in the top 50 of 
Shanghai Jiao Tong University’s league table – which is currently the only credible world 
university league table – but it has 2 universities in the top 100 and another 15 universities in 
the top 500 (Shanghai Jiao Tong University, 2007).  Australian Education International has 
commissioned 2 studies which have found that total study costs in Australia are less than the 
US and the UK (Harman, 2003: 9), making Australian universities a good medium cost – 
medium quality study destination.  By contrast the US and the UK are considered high cost – 
high quality study destinations.   
 
Australian universities’ heavy reliance on international students and their fee income has led to 
the domestic-international nexus, the inter-relation and in some respects the inter-dependence 
of domestic and international activities in higher education (Moodie, 2007).  The domestic-
international nexus has enriched many aspects of Australian university life.  But perhaps most 
interesting are the changes universities have made to attract international students.  These in 
turn have changed the experience for domestic students, almost all for the better.  Student 
services have been broadened; administration is more responsive to students; internal decision-
making is crisper; and universities have developed numerous international links, partnerships, 
and student exchanges.  Offshore delivery or transnational education is expanding which may 
in turn change the organisation of on shore learning-teaching which so far has remained 
largely unchanged.  Changes to the curriculum as a result of the domestic-international nexus 
have been even more marginal, but more significant changes may be made as universities see 
the need to respond more fully to international students’ interests and their sponsors’ wishes.  
However, not all aspects of the domestic-international nexus have been beneficial.  There have 
been allegations of ‘soft marking’, and of universities ignoring or downplaying plagiarism to 
maintain international enrolments.   
 
Marginson (2007: 19) notes that while Australian universities have not maintained academic 
staffing levels as is indicated by markedly increased student:academic staff ratios over the last 
decade, they have increased business functions and general student services such as marketing 
and recruitment, often with commercial companies associated with the university.  Marginson 
(2007: 20) comments about international student recruitment: ‘Remarkably, in their position-
taking strategies, Australian universities became more dependent on their business acumen 
than their academic capacity’.  This suggests that Australia’s strength in international student 
recruitment may not survive changed conditions such as the developing quality of lower cost 
destinations in Singapore, Malaysia, Korea and China following their governments’ extensive 
support for higher education and encouragement of international student enrolments by, for 
example, encouraging instruction in English. 
 
 
Structure 
 
Twenty years ago universities, all of which had a strong research mission, provided 47% of 
higher education.  Just over half of higher education was provided by colleges of advanced 
education, which were teaching-only higher education institutions established from 1965 out 
of teachers’ colleges and advanced technical institutes to accommodate the baby-boomer 
generation.  Largely as a result of an incomplete implementation of the report of the Martin 
Committee which recommended the establishment of colleges of advanced education, some 
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public vocational (Technical and Further Education) institutes offered higher education 
diplomas which were a residual 1% of higher education load.   
 

TABLE 10: HIGHER EDUCATION PROVIDERS AND ENROLMENTS, 1987 AND 2005 
 

Institutions 
Number 

Enrolments % 
Type 

1987 2005 1987 2005 1987 2005
Universities 19 39 183,100 942,404 47 98
Colleges of advanced education 46 0 201,300 0 51 0
TAFE institutes 16 0 5,900 0 1 0
Other higher education institutions 8 35 3,400 14,772 1 2
Total 89 74 393,700 957,176 100 100
 
Sources: Dawkins (1987: 94) Table A.1 The higher education system, 1987; DEST (2006b) 
Table 23: All students by state, higher education provider and broad level of course, full year 
2005 
 
 
Minister Dawkins’ Green Paper (1987: 7) acknowledged that most considered TAFE’s 
offering of higher education to be anomalous, but argued that ‘there is no good reason’ why 
programs leading to nationally registered higher education awards should not be treated as part 
of higher education.  The Green Paper (Dawkins, 1987: 19) included amongst 5 measures ‘To 
achieve ambitious growth objectives’ – 
 

State Governments will need to assess their commitment to growth in 
higher education, particularly in two-year courses in TAFE.  This may 
lead to a review of possible means by which the Commonwealth and the 
States jointly fund growth in higher education in the TAFE system; 

 
This proposal was not accepted by state governments which believed that it would divert 
TAFE from vocational to higher programs.  The minister’s Green Paper (1987: 33-4) opened 
different levels of membership of the ‘unified national system’ of higher education to all 
higher education institutions that met size thresholds: 2,000 equivalent full time student units 
for teaching-only institutions, 5,000 eftsu for institutions to have ‘a broad teaching profile and 
some specialised research’ and 8,000 eftsu for institutions to have ‘a relatively comprehensive 
involvement in teaching with the resources to undertake research across a significant 
proportion of its profile’.  The Government indicated that it had no objection to the prized 
designation as a university being available to all institutions that offered undergraduate and 
research higher degrees in 3 broad fields of education (Dawkins, 1987: 35). 
 
The policy provoked several amalgamations to reach the minium size for membership of the 
unified national system as a comprehensive teaching and research universities.  Some smaller 
universities believed they had to amalgamate with neighbouring colleges of advanced 
education to maintain their broad university status.  But amalgamations were also completed 
by several large universities that already met the threshold for a comprehensive university, 
including several members of what later became the group of 8 elite universities.  The former 
binary divide in higher education therefore collapsed.  Since state governments withdrew their 
TAFE institutes from their remaining higher education programs, by 1990 almost all higher 
education was offered by comprehensive teaching and research universities.   
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This unitary structure is not static, however, and several non university higher education 
providers are emerging and growing quickly.  We have noted that many have been stimulated 
by the Australian Government’s offering of income-contingent loans for private higher 
education places.  Both public and private vocational education institutions have followed 
their private competitors to establish private higher education programs, fast developing as 
‘mixed economy’ colleges (HEFCE, 1995).  We have also noted that universities have 
supported, fostered and then established preparatory and pathway colleges to support their 
recruitment of international students.   
 
It is therefore likely that in time Australia will develop a group of non university providers that 
offer higher education programs, some in addition to vocational education programs.  Many of 
their students will complete bachelor programs with substantive occupational outcomes.  But 
other students will complete an initial ‘short cycle’ (Furth, 1973) higher education 
qualification to transfer to a higher status university, thus establishing the structural 
arrangement which Trow (2005: 8-10) argued is necessary to support mass higher education.  
This will emerge as a result of a market constructed by the Australian Government, or from a 
period of ‘low policy’ (Parry & Thompson, 2002) rather than from a government master plan. 
 
 
Conclusion 
 
We have seen that there have been big changes in fees policy for Australian universities, from 
variable fees with scholarships until 1974, no fees from 1974 until 1987, modest fees from 
1987 until 1989, more substantial fees and income contingent loans from 1989, and substantial 
changes in the income contingent loans scheme in 1997 and 2005.  Income contingent loans 
funded a massive expansion of higher education, from 11% of 18 to 24 year olds participating 
in 1986 to just under 20% in 2005.  The introduction of income contingent loans coincided 
with the collapse of the binary divide in 1989.  While Australia has maintained a formally 
unified system of higher education since then, the Government has fostered the rapid 
expansion of another sector of private non university higher education providers.   
 
We have also seen that despite the big changes in fees policy, massive expansion of higher 
education and major structural changes, the under representation of students from low socio-
economic status backgrounds has remained stubbornly fixed.  Indeed, as Wheelahan discusses 
in her chapter in this book, recent changes may further disadvantage students from low socio-
economic status backgrounds which in turn could reduce their participation in higher 
education even further below equity.   
 
Throughout all these changes and especially in the last decade the Australian Government has 
largely ignored equity in higher education.  The Government’s main preoccupation has been 
with higher education’s contribution to economic development – mainly its development of 
skilled workers for the economy and to a lesser extent its contribution to the development of 
new products and production process and to innovation generally.  Most recently there are 
indications that higher education institutions are being developed not just as contributors to 
other industries’ economic production, but as economic actors in their own right.  In this 
characterisation universities and other higher education providers are not qualitatively 
different from media, telecommunications or transport companies, accounting firms or tourist 
operators.  On this characterisation, while the government may need to take specific action to 
correct market failure, it should adopt no a priori view on the size of any individual institution 
or the sector overall: this should be determined by the market as the government has 
constructed it.   
 



 
Beyond mass higher education 18 Policy: Australia 

In brief, Australian universities seem to be developing as Mandeville (1723: 294) proposed in 
the early 18th century – 
 

Universities should be publick Marts for all manner of Literature . . . 
where no difference is made between Natives and Foreigners, and which . 
. . [People] resort to from all Parts of the World with equal Freedom and 
equal Privilege. 

(Mandeville, 1723: 294, cited in Harman, 2003: 256) 
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