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During the long campaign for the 2007 election, Labor promised an ‘education revolution’. Expectations are high for major reforms, though as yet only fragments of future policy direction are available to us. The higher education sector, including the many institutions newly-signed up for FEE-HELP loans, is busy guessing where the government may head. 
We have, of course, lived through pre-revolutionary periods several times before. In the last 35 years the policy fundamentals have twice undergone revolutionary change, first in the Whitlam reforms of the mid-1970s and then the Dawkins reforms of the late 1980s and early 1990s. There have been promises of major change that did not eventuate, such as Brendan Nelson’s Crossroads process, from which only FEE-HELP is likely to survive the next round of reform. And there were also attempted revolutions that failed completely: the dumped West review followed by the rejected Kemp Cabinet submission in the late 1990s, and the now-abandoned plan to transform research funding policy with a Research Quality Framework (RQF). 

None of the revolutions, successful or failed, were without reason. By the 1970s, the states were struggling to finance increased demand for higher education, and Labor believed that abolishing tuition charges would spread the benefits of university study to parts of Australian society for whom it seemed an impossibly expensive dream. Full Commonwealth financial responsibility for higher education and free tuition for students made sense in the politics of the time.

By the late 1980s the Commonwealth, like the states 15 years before, was feeling financial strain and there was even greater pressure to expand opportunity than existed in the 1970s. In one of the few true education revolutions in Australian history, a doubling in a decade of school retention to Year 12 created a very large pool of potential university applicants. The Higher Education Contribution Scheme (HECS) was an innovative way to finance more places than could be afforded under a free education policy. At the same time, the differences between colleges of advanced education and universities seemed increasingly arbitrary. To expand access to university degrees, Dawkins decided to end the binary divide; 63 higher education providers became 36 universities. 

A decade on from the original Dawkins white paper, the West Review and the Kemp Cabinet submission flowed from a belief that already the new model was no longer right for the times. The system struggled with a cutback in government funding; despite very successful recruitment of fee-paying students from overseas the student:staff ratio of every institution was rising and universities regularly reported financial deficits. Private higher education institutions complained that their students missed out on benefits available to students in public universities. And the system overall lacked a steering mechanism: the government had at best a modest involvement in top-down planning, yet it would not allow bottom-up institutional initiatives or market incentives to guide the sector’s direction. The Crossroads review process highlighted many of the problems, but the regulations that followed made public higher education even less flexible.

In research policy, the RQF was a response to widespread complaints about a publish-or-perish proliferation of rarely-cited articles in scarcely-read journals. The solution was, perhaps, worse than the problem; the new Rudd government thought so and abandoned the RQF. But the idea that quality, and not just quantity, should count in driving research funding was not a foolish one and has returned already in Minister Kim Carr’s Excellence in Research in Australia (ERA) initiative.
So while every offered solution of the last few decades, actual or proposed, was controversial, most cannot be dismissed as change for the sake of change. Each recognised problems the then current system had not solved, or indeed problems the current system had created. So why does Australia’s higher education policy infrastructure need reforming so frequently? Why is it unable to adapt to predictable challenges?  Our experience shows that government support fluctuates, the school-leaver population varies, labour markets evolve, and international markets change.  These are likely future events as well. The funding and regulatory system should be able to adapt without being re-written. 
The US contrast
It is notable that American higher education, for all the faults Americans see in it, leads the world with a system that, in broad design, has remained largely unchanged during the decades of upheaval in Australia. 

While Australia has moved from considerable institutional diversity in the 1960s to very little by the early 1990s, and now apparently back toward greater diversity, the United States has an unbroken history of offering students a very wide range of institutions. The Carnegie Classifications of higher education institutions have five broad categories - with over 30 sub-categories within those five. All Australian public universities fit into just one of those broad categories - research institutions, a category that enrols just over a quarter of American students. Apart from a small number of specialised public institutions, diversity in Australia largely means the private sector. In the United States, there is considerable diversity within both the public and the private sectors. 

With a stronger federal system than in Australia, the American states have remained the most important level of government for American universities. The California Master Plan of 1960, developed by Clark Kerr, formally divided up higher education responsibilities among tiered public institutions. It encouraged specialisation, avoided duplication, protected excellence, and at the same time made higher education accessible through the community colleges. This system structure is still in place today. Though the California system is the most famous, state-based higher education systems with varying degrees of diversity and centralised control exist across America. The State University System of Florida, for example, coordinates 11 public universities with nearly 300,000 students and a budget of $8 billion. The Montana University System coordinates a range of institutions, including state universities, community colleges, and tribal colleges—everything from the University of Montana Western to the Chief Dull Knife College. 
The most important roles of the federal government in the American system are research funding and student aid. The National Science Foundation and National Institutes of Health, among other US research funding organisations, have been major sources of finance throughout the post-World War II era. Federal student aid programs, mainly through Pell grants and Stafford loans, have been in place for decades. There is much haggling in Congress over precise amounts and the regulatory detail, but the basic arrangements persist. 

It is hard to capture in a visual image the relative stability of the US system, but the following figures on funding sources provide a general impression. The US data excludes revenue from auxiliary enterprises to remove the distorting effect of hospital revenues in particular. Though, as in Australia, the US has experienced a trend towards non-government income sources, it is a much weaker trend. There are no massive short-term changes, as occurred in Australia in the mid-1970s, and no rapid medium-term trends, such as the steep rise in student income since the early 1990s, due to the combined effects of HECS and full-fee students. Because of HECS-HELP and FEE-HELP loans, the Australian figure understates the cash flow from the Commonwealth, but captures declining reliance on direct government grants. 
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Reasons for US stability
The American higher education system has been more stable than the Australian system partly because power is much more decentralised. Primary legal and financial responsibility for higher education remains with the states, so there is no mechanism for sweeping nationwide changes. Federal money is a much lower proportion of university revenue there than here, and it comes mainly via competitive research grants and student-centred aid rather than block grants with many strings attached. Unlike in Australia, the United States has a large private higher education sector, including some of its best known institutions, which has always maintained a high degree of autonomy. 

But this situation has also produced a system sufficiently diverse and flexible that it can adapt without requiring periodic major change.  Institutional diversity and multiple revenue sources helped achieve an early transition to mass higher education, with the community colleges providing institutions easily accessible to ‘non-traditional’ students at modest cost to themselves and government. The ups and downs of state funding have been smoothed in many jurisdictions with greater freedom for public universities to set their own tuition fees. Where public higher education was lacking—such as it seems to have been for vocationally-oriented courses for working adults—private providers like the University of Phoenix have moved in. American higher education has been able to adapt to demographic, political and economic change in the United States. 

Benefits of stability
Australia cannot create a higher education system exactly like that in America. Different histories, cultures, political systems and economies make that impossible. While there are some important policy instruments, such as student loans, that Australia handles more effectively,  the system stability evident in the United States seems worth emulating.

On a recent visit to a number of American universities, I was struck by how their stability allowed higher education institutions to plan over the very long term - confident assumptions about the basic policy framework would still be valid 10 or 20 years into the future. American universities have not been required to fundamentally change their character in response to changed political priorities, as many Australian institutions did during the Dawkins period. US universities can assume funding arrangements will remain reasonably consistent - without the major fluctuations evident in Australia - as will associated practices in incentives, accountabilities and programs. 

Policy uncertainty in Australia means that, after any change of government, universities may put decisions on hold until they can clearly see the new policy landscape. Uncertainties surrounding bigger changes paralyse medium and long-term planning.  Yet, a period of doubt can be worthwhile if it leads to an era of stability. Our present higher education policy framework is sufficiently incoherent that a higher education policy revolution is warranted. What we must avoid, if possible, is creating yet another system that, like its predecessors, is found seriously wanting within a few years of implementation. 
What would a stable system look like?

A stable higher education system would require both institutional and political support.  So what follows is a sketch of a system that might exhibit resilience and endure.
Institutional aspects
A system that could last would need two crucial attributes:

· a steering mechanism that would respond to changed circumstances; this could be an intermediary body between institutions and the government to monitor key indicators, report on their implications, and recommend any necessary action

· a break in the link between university budgets and the Commonwealth budget; universities must have more power to raise their own revenues when the federal government does not adequately support higher education
These reforms would help higher education institutions adapt to future changes that are reasonably foreseeable - not in their precise detail but in their general character. We know that demographic trends shape the number of people likely to seek higher education; we must be allowed to adjust in response. We know the economy will change; we need to be able to adapt to new labour market requirements. We know the technology of teaching and research will improve; we must be able to keep up-to-date. We know international rankings are here to stay, with consequences for how we organise research. We know governments can no longer shield public universities from competition, that we cannot take either Australian or international students for granted. We know community expectations of universities will evolve over time, and we must think strategically about how to meet them. We know government funding goes up and down over time; universities will always prefer more money but must be able to deal with less.

The system that emerged from the Dawkins reforms was too rigid to adapt successfully to the stresses and changes of the 1990s and 2000s. The allocation of student places between universities and disciplines lacked steering mechanisms to guide the system through changed circumstances. While there was tight central control of prices and places, there was little central planning. The government did not try to estimate how many graduates Australia needed, responding instead in ad hoc ways to labour shortages as they emerged or political demands for places in certain disciplines or locations. Government would not let universities respond to market incentives and pressures, except in the full-fee student market. Historical precedent was the most powerful force in Australian higher education, with universities tending to get similar numbers of places distributed in similar ways across subject areas year after year. The result is chronic shortages of places in some areas—particularly in courses leading to the health professions—while graduates in other areas struggle to find employment matching their qualifications. 

In its Australia’s Universities: Building our Future in the World paper from 2006, Labor suggested replacing the highly-prescriptive funding agreements of the last few years with more flexible funding compacts that can be tailored more closely to the particular circumstances of universities. For example, universities would have more flexibility in moving places between disciplines. While universities would prefer this option to the status quo, it is not clear that, unless they operate in a clear and transparent overall policy framework akin to the Californian Master Plan, compacts by themselves can overcome the systemic problems of their predecessor. With the government still the main client of universities, market pressures are weak. Yet, beyond from a possible link to Skills Australia, there is no central planning mechanism proposed. There is a risk this new system will produce the imbalances of the old. 

Many people and organisations—most recently the Group of Eight in its Seizing the Opportunities paper last year—have called for an intermediary body between the government and universities to provide advice on the system’s overall direction. I recently joined a similar body, the University Grants Commission of Hong Kong. It provides the Hong Kong government with advice on the operations of Hong Kong’s six public and two private universities. As a result, Hong Kong has developed its university system in a systematic and strategic way, balancing competition with diversity. Obviously Hong Kong’s government does not face the same democratic pressures and responsibilities that an Australian government faces. But the robust democracy of California, in which community college funding was the subject of a recent state-wide referendum, has managed to maintain a higher education plan over many decades. 

As Seizing the Opportunities argued, universities need more flexibility in setting student contributions. The close tie between university finances and the Commonwealth budget is a key strategic vulnerability for universities. The below-inflation indexation from 1995 to 2003 created severe financial pressure, which will take significant additional funds to overcome. Universities are very conscious of the need to keep higher education affordable, but need more options than cutting costs or recruiting more overseas students.
These are the policy imperatives.

Political aspects
But are the politics of higher education reform any easier than in the past? It often needs a change of government, or at least of minister, to create some distance from the policy past and so make possible a move to a new future. We have that precondition for change, but many political obstacles remain. The current system of the minister allocating places and granting money has obvious political attractions. The government can be seen to be ‘doing something’ about higher education. It can target marginal seats or other strategic constituencies. Both intermediary bodies and market mechanisms would give ministers less discretion than they have enjoyed in the past.

A sustainable system is likely to cause problems for the constituencies of either party. On the Labor side, belief that higher charges deter potential university students from low-income backgrounds is strong. There is much evidence against this assumption, but it would require persistent and persuasive advocacy to ease concerns among Labor supporters. On the Liberal side, support for voluntary amenities fees is an obstacle to institutional diversity and the student experience. The National Party may stand in the way of a careful weighing up of the costs and benefits of regional campuses.

Further complicating the party politics, a bipartisan consensus around the major policy elements is needed to give higher education providers long-term certainty. This does not preclude differences between the parties on funding levels, on minor programs, or on details not affecting the fundamental architecture of the system. But without the confidence that three or four percent of the Australian electorate changing its mind could over-turn key planning assumptions, Australian universities will not be confident about planning for the long term in any new system. Realistically, this confidence is only likely to be achieved once the new system has survived a change of government and is no longer a source of significant partisan dispute. 

The new system would require broad support from the major interest groups in the sector. There would need to be clear roles, and appropriate mechanisms of support, for diverse institutions. If public and private sector institutions and, through them, their students are to be treated in different ways, there should be clear and defensible reasons why. Major stakeholders in the system, such as employer groups, would need to be comfortable that the new system would ensure the flow of skilled workers they require. 

This is a promising moment for achieving this kind of consensus. Though the major parties last year resisted suggestions of policy convergence, both accepted the in-principle argument for greater diversity. Both now agree that students should make a contribution to the cost of their education, even if they differ over how much. Both support the major innovation of the Australian higher education system, HECS-HELP and its full-fee equivalent FEE-HELP, to help students pay their tuition costs. And we have the added advantage of a Minister and Shadow Minister without constraining histories of past policy positions on higher education. They have clean slates on which a new system can be drawn.

Within the sector, there is a greater understanding that we cannot expect the government to do all the hard thinking and hard political work. Seizing the Opportunities was the first time universities had offered a comprehensive reform plan, with difficult decisions for universities as well as the government. We must share with the government the task of persuading key opinion leaders and the general public of the benefits of a reformed system.

Any optimism, however, has to be tempered by experience – universities tend to call for bold change but lose nerve when faced with change.  Agreement that things should change does not translate easily into agreement on which things should change and how. As soon as we get to the detail, institutions will move to protect their interests. But the dividend of success, a stable but flexible system that can adapt to change, would be large. It is worth the time and effort to get it right. 
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