Government subsidies are behind a boom

in private higher and vocational education.
This is the final in a series on doing business
with government. Report: Anthony Sibillin
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A combination of international students and
government subsidies is behind the stream
of private money flowing into the education
sector, The number of international student
enrolments at non-government providers has
almost doubled between 2002 and 2007 (see
table, below right). Changes to the government’s
skilled migration program, allowing overseas
students graduarting in areas of skills shortage to
stay and work, are credited with almost trebling
international VET enrolments over that period.

Equally dramatic is the impact of the
government’s 2005 decision to offer FEE-HELP
loans to cover the course fees of Australian
students attending any approved higher
educarion provider. The loans, which students
repay only when their incomes rise above a
minimum level, were previously restricted
to public universities.

The extension of FEE-HELP has enriced many
private VET providers to move up to higher
education where they can charge bigger fees.
The number of non-university higher education
providers leapt by 34 per cent between 2005
and 2007 to 145, of which not-for-profit entities
make up about half, Ryan says. Loan advances
to the 64 non-university providers so far
approved to offer FEE-HELP hir $103 million this
year, compared with $68 million the previous
vear. Al the same time, enrolments in public
universities have stagnared.

Private providers contend that students
prefer them to universities and TAFE colleges
run by state governments for at least three
reasons. First, they are taught by teachers, not
researchers forced to teach.

Amadeus chief executive and co-founder
Mark Rohald, says: “As private providers,
we differentiate ourselves by our emphasis
on teaching excellence rather than research
excellence. We say to students we have access to
all the best research out there, but our focus is
on teaching delivery in a classroom.”

Second, students get the full “customer”
treatment. Teachers are usually on hand 1o
answer questions, “summer” semesters hasten
graduation, and class sizes are generally smaller.
“[Private] providers live and die by their
reputations,” says Juliana Stackpool, acting
national executive officer of the Australian
Council for Private Education and Training
(ACPET), which represents about 1000 private
institutions. “People are paying full fees. This
puts the onus on them to deliver.”

A third advantage is speed 1o market.
Ponderous decision-making delays universiries
inintroducing courses to match emerging
employer needs. State bureaucracies apply the
same brakes to their TAFE colleges.

“TAFEs have been slow off the mark in reacting
to changes in the industry,” Rohald says, “They
tend to be cumbersome in their structure, and
can't move quickly enough to respond to the
needs of the marker.”
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So what can stop private education from
conquering all before it? lronically, the
bureaucracy that is holding back universities
and TAFES. For example, state governments
accredit higher education institutions and
courses; foreing private providers to repeat the
time-consuming and expensive process for every

jurisdiction they wish to operate in.

Unsurprisingly, ACPET is calling for a single
national regulatory body covering higher
education, VET and English language training.

In the meantime, the red tape burden is
accelerating the consolidation of the sector.

“If you are a small provider, it is near
impossible to meet all those compliance
requirements and remain profitable,”

Rohald says.

Amadeus has made five acquisitions in the
past 12 months, including most recently the
Jansen Newman Institute, a Sydney provider
of undergraduate and postgraduate degrees in
counselling and psychotherapy.

Andrew Gonezi, 2n honorary professor at the
University of Sydney and former head of William
Blue International School of Hotel Management,
now part of Amadeus, believes it will be difficult
for providers with fewer that 1000 students to
survive on their own. “If someone offered them
the right money, [ think they would take it.”

Consolidators such as Amadeus, Study Group
and ASX-listed Navitas (formerly IBT Education)
do not only offer potential targets accreditation
and compliance expertise. For Andrew Little, of
the Australian College of Applied Psychology,
the benefits of being part of Navitas, which
acquired the 1400-student college for $13,1
million last year, even extend beyond centralised
back-office services, such as legal, accounring
and IT. “If we had a great idea, we would have
had to self-fund it in the past,” he savs. “Now we
can put up for the funds from Navitas.”

Providing funds for the best ideas will be
crucial in heading off any counter-challenge
from universities and TAFEs. Gonezi, for one,
thinks public institutions won't stand by idly
while the private sector picks off students in
lucrative courses with low capital requirements,
such as business and IT, and leaves them holding
expensive-to-run courses stich as engineering.

However, as Rohald is keen to point out,
past attempts by universities to emulate the
private sector by setting up commercial arms
have generally failed. And the newly elected
federal government is expected to give a free
kick to privare providers by maintaining FEE-
HELP while preventing public universities
from offering full-fee places alongside
government-funded ones as they do naw.

The new federal government has also made
a commitment on the further extension of
FEE-HELP to diploma-level VET courses in the
second half of next year, A straw poll of ACPET
members suggests this could boost private
VET enrolments by as much as 50 per cent.
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