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The Tasmanian Legislative Council’s Inquiry into the Provisions of the 

University of Tasmania Act 1992 

Submission 10 - Managing the University’s long-term financial sustainability 

This paper is submitted in response to the Tasmania Legislative Council motion of 24 May 

2022, appointing a Select Committee to inquire into and report upon the provisions of the 

University of Tasmania Act 1992, with particular reference to:  

(1) The constitution, functions and powers of the University;

(2) The constitution, role, powers and obligations of the Council and Academic Senate;

(3) The appropriateness of the Act to ensure accountable executive, fiscal

and academic decision making;

(4) The appropriateness of the Act to protect and promote academic

freedom, independence and autonomy; and

(5) Any other matters incidental.

This submission addresses Term of Reference 3: The appropriateness of the Act to ensure 

accountable executive, fiscal and academic decision making.  

This submission explains the complex fiscal challenges that the Council must manage and how 

the University of Tasmania Act 1992 (Act) enables the University through the University 

Council and its committees to have those skills and to utilise the assets of the University to 

meet those challenges. 

1. Introduction

The University of Tasmania is committed to creating access to and providing quality higher 

education to Tasmanians now and into the future. 

Funding of higher education is complex and constantly evolving, with Australian universities 

across the sector currently facing real funding challenges. Government and student fees are not 

keeping pace with the increasing cost of delivery; quality research continues to require cross-

subsidisation; and maintenance and investment in infrastructure is a constant requirement.  

Overlay these funding challenges with Tasmania’s context, and we find ourselves with a 

significant fiscal responsibility to ensure our operations are sustainable into the future. We are 

committed to supporting a regional model across our island to overcome the access and equity 

barriers for Tasmanians, and we are acutely aware of the social and economic disadvantage 

that requires a nuanced style of support, as opposed to a ‘one-size-fits-all’ approach. 

Given this context, finding a path towards our longer-term financial sustainability is 

paramount. Universities across the country have been repositioning themselves over the past 

decades; diversifying their income sources to support their core activities and ensure long-term 

financial sustainability, while ensuring they do not compromise on their mission. The 
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University of Tasmania has similarly been doing so which, importantly, is enabled by the Act 

through governance, realisation of value and discretionary management of assets.  

 

 

2. Historical policy landscape for higher education funding 
 

Increasing educational attainment to improve economic and societal outcomes is important 

public policy. Higher education expansion since the early 1900’s has been encouraged by the 

belief that higher education promotes economic growth and equal opportunities.1 This 

fundamental belief has underpinned continued policy changes over this time that aim to expand 

higher education participation, while still operating within tight Commonwealth budget 

demands.  

 

Changes in government policy have led to university funding being a very complex and 

continually evolving landscape in Australia. In 1939, 0.2% of the population was enrolled at 

university. Today, it stands at 4.3% with over 1.5 million students studying across Australia, 

and over 30% of our population with a Bachelor degree or higher.2 

 

Initially, funding for universities was provided by the states. A change in income tax collection 

in 1942 led to Commonwealth Government interest in higher education policy initiatives of the 

1950s and 1960s, before they took over funding from the states in the early 1970s. Investment 

in higher education and enrolments increased strongly during the late 1960s and early 1970s,3 

culminating with the Whitlam Labor Government of 1972-75 abolishing student fees in 1974. 

Expansion of higher education through this initiative resulted in dramatic growth in enrolments, 

leading to increasing demand on the Commonwealth budget, and by 1979 government 

spending on higher education had almost tripled in real terms compared with ten years earlier.   

 

In the mid-1980s the Hawke Labor Government introduced the Higher Education Contribution 

Scheme (HECS), whereby students became liable for a contribution that was intended to be 

one fifth of the average tuition fee. Further change followed in the late 1980s, when the 

Dawkins university reforms drove aspects of equity, quality, diversity and access through a 

“unified system of higher education” – a one-size-fits-all model.  

 

For lengthy periods, Australian higher education demand often exceeded supply, with quotas 

limiting how many students universities could take. But from the 1980s, uncapped international 

and domestic postgraduate student markets were created, and between 2012 and 2017 domestic 

undergraduate funding transitioned to a demand-driven system.4  

 

Over the last decade, the Liberal government has aggressively pursued deregulation, resulting 

in a decoupling of teaching and research funding and a reduction in Commonwealth Grant 

 

1 Chapman, Bruce J. & Pope, David. & Australian National University. Centre for Economic Policy Research.  

1992,  Government, human capital formation and higher education / Bruce J. Chapman and David Pope  Australian 

National University, Centre for Economic Policy Research Canberra  
2 https://www.abs.gov.au/statistics/people/education/education-and-work-australia/may-2020  
3 Abbott, M and Doucouliagos, C; 1993 The changing structure of higher education in Australia, 1949-2003 
4 Excluding Medicine, of which quotas are still in place today limiting the intake of students  

https://www.abs.gov.au/statistics/people/education/education-and-work-australia/may-2020
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Scheme (CGS)5 student revenue, further limiting the ability for universities to cross-subsidise 

their activities and manage their cost base. This period also saw the demolition of the Education 

Investment Fund (EIF), which provided $4.2 billion for infrastructure projects through 

competitive funding rounds held between 2008 and 2011.6 Capped funding has since returned, 

indexation on revenue was frozen in 2017, while costs have continued to rise in real time with 

strong domestic growth.  

 

The latest reform in 2020, known as the Jobs Ready Graduate (JRG) package, introduced 

simplification of funding clusters, and a change in HECS and CGS funding amounts. Whilst it 

saw the restoration of indexation, it also came with a 15% reduction in government funding to 

the sector.7 This package coincided with the introduction of performance-based funding, which 

links a component of funding to outcomes to ensure universities remain focused on the quality 

of their teaching and student support. 

 

3. Evolution of research funding 

At the same time, research funding provided by the Commonwealth government and other 

sources has evolved significantly to become more competitive. In recent years, partnerships 

have become integral to successful bids and demonstrable research impact is increasingly 

demanded. However, research funding granted to universities does not meet all university 

research funding commitments and predecessor arrangements have never done so. The reality 

of the way research is funded in Australia requires universities to cross subsidise the activity 

from other revenue sources. 

These circumstances persist because universities are required by the Higher Education 

Standards Framework8 to maintain benchmark research quality standards - either world or 

national standards - in at least three broad Fields of Education,9 independent of their success at 

winning competitive external funding. This requires ongoing investment beyond what is 

generally funded for research activities. On average, across the sector, less than 50% of 

expenditure on research is directly funded by Commonwealth funding schemes or other 

external sources, which includes research which serves the public good. In 2018 for example, 

the sector spent $12.1b on research, with $6.8b coming from internal university sources, known 

as ‘general university funding’. In Tasmania, $86m of our $201m spending on research came 

from general university funds.10  

This subsidy is a long-standing reality of Australia’s research funding system and is no 

different for the University of Tasmania. The reality of the way research is funded in Australia 

requires universities to cross subsidise the activity from other revenue sources.  

 

 

5 https://www.dese.gov.au/higher-education-funding/commonwealth-grant-scheme-cgs 
6https://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/FlagPost/2018/

November/Education_Investment_Fund  
7 https://iru.edu.au/news/four-things-to-fix-in-jrg-legislation-iru/  
8 https://www.legislation.gov.au/Details/F2022C00105 
9 https://www.teqsa.gov.au/latest-news/publications/guidance-note-research-requirements-australian-universities  
10 Higher education expenditure on R&D (HERD) by university, 1994-2018 

https://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/FlagPost/2018/November/Education_Investment_Fund
https://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/FlagPost/2018/November/Education_Investment_Fund
https://iru.edu.au/news/four-things-to-fix-in-jrg-legislation-iru/
https://www.teqsa.gov.au/latest-news/publications/guidance-note-research-requirements-australian-universities
https://www.dese.gov.au/research-block-grants/resources/higher-education-expenditure-rd-herd-university
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4. Challenges for universities in this national context 
 

From this national context, two key challenges emerge: finding funding for capital and 

infrastructure to enable high quality research, teaching and learning and overcoming the 

structural negative margin funding paradigm of Australian universities.  

 

Capital and infrastructure funding  

Previous funding arrangements have included higher education capital funding programs; 

however, the Education Investment Fund was the last of these initiatives, and finally ceased in 

2019. As funding has become more targeted towards the student and we have seen the de-

coupling of teaching and research, there has been less and less funding available for capital 

projects. With reducing capacity through CGS funding and no dedicated capital funding for 

renewal, Universities have been looking for solutions to support replacing aging buildings 

across the country. 

 

This is recognised by the Government, with regional universities such as the University of 

Tasmania receiving specific in-part Government funding through supplementary programs 

such as the City Deal.11 However, these are always one-off funding opportunities and ongoing 

sustainability remains a challenge. 

 

Structural negative margin pressure  

 

While domestic fee revenue increases on a two-year lagged Consumer Price Index (CPI) 

measure as set by the Commonwealth, the reality of university expenses is that they escalate in 

real time, above CPI. This means that universities face inevitable pressure to overcome a 

structural negative operating margin.  

 

Over the last 10-15 years, significant growth through international markets insulated 

universities from this reality and other domestic funding challenges, such as the cross-

subsidisation of research. However, the context has now shifted and requires decisive action, 

with dramatically slowed international market growth as a result of the pandemic. This pressure 

has been and continues to be intensified by declining per student domestic funding, within an 

environment of increasing inflation.  

 

Declining per student funding 

 

• The government CGS component declined 6.1 per cent in real terms, from $11,930 per 

student in 1989 to $11,210 per student in 2018. Over this same period, the student 

contribution amount has made up somewhat for this decline, with students paying more 

and more for their fees. Importantly however,  the CGS component has been declining 

in real terms, and affordability is now a growing concern amongst students considering 

higher education.  

 

11 Launceston city deal | Department of Infrastructure, Transport, Regional Development, Communications and 

the Arts https://www.infrastructure.gov.au/territories-regions-cities/cities/city-deals/launceston-city-deal  

https://www.infrastructure.gov.au/territories-regions-cities/cities/city-deals/launceston-city-deal
https://www.infrastructure.gov.au/territories-regions-cities/cities/city-deals/launceston-city-deal
https://www.infrastructure.gov.au/territories-regions-cities/cities/city-deals/launceston-city-deal
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• Since the mid-2010s, per student government funding has been decreasing in real terms, 

but the burden on the student has increased materially. In Tasmania, this creates access 

challenges for lower socio-economic communities across the State where the financial 

burden is real.  

Expenses running above inflation 

• During periods of rising inflation, a lag in CPI measure creates significant cost 

pressures. In 2022, domestic rates per student rose by 0.9% based on 2020 inflation, 

whereas 2022 inflation on our cost base is expected to be above 6%.  

• The largest expense for a university is staff salaries, which accounts for ~60% of our 

cost base (and 70% of our operating cash outflow) and we face near certain above CPI 

inflation annually. On non-salary expenses, we also face above CPI inflation, because 

of the particular collection of expenses we incur. Of note are the increases in: insurance 

costs, which will likely remain above CPI in the long-term because of climate driven 

impacts on property; and technology costs, including costs associated with staying at 

the cutting each of research (computing, microscopes, specialist equipment, etc) and 

cyber security. There are no major categories of expense which are projected below 

CPI inflation changes.  

 

5. Challenges for sustainable university funding in Tasmania 
 

The public policy challenge is that funding for the nuanced needs of regional universities, like 

ours, are often lost in a unified, national university funding model. We feel this pressure acutely 
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in Tasmania, due to our social and economic challenges in relation to education, our regional 

delivery model, our necessary breadth of curriculum as the only university in the State, and our 

strong research agenda. 

 

Our deep focus on increasing access is reflective of our response to Tasmania’s regional spread, 

our low educational attainment rates, complex social and economic situation, and 

intergenerational disadvantage. Whilst we have experienced a similar level of growth through 

interstate and international markets, our Tasmanian students have been declining since 2017, 

and we are seeing increasing numbers of students opt for part-time study – in fact, part-time 

students now represent over half of our cohort.  

 

Tasmania still lags well behind the national average of young people between 17-24 years 

engaged in full time study (20% compared to 33% nationally).12  Non-completion rates for 

regional and remote students across the country are disproportionately high.13 Currently, 39% 

of Australians who live in a major city have completed a Bachelor degree or above. This 

decreases significantly as we move further away from city centres – with only 22% of those in 

inner regional areas, 19% in outer regional areas and only 17% in remote or very remote areas.14 

 

To fulfil our mission in this environment, we strive to support access through the delivery of 

education, services, community engagement and research in multiple locations across the State. 

With a low population base, expensive infrastructure requirements such as laboratories, and a 

dedicated presence across three campuses in the North-West, North and South of the State, we 

have a significant financial commitment compared to others in the sector. The baseline funding 

model for the CGS scheme is insufficient to support the true cost of delivery for universities 

such as ours. Of the 43 Australian universities, those with single locations and/or those in city-

based high population locations achieve higher student enrolments and a much lower cost per 

student than those in regional locations.  

 

Another important part of our mission is providing a broad curriculum for our entire state, to 

support diversity of people, industries, sectors, and their communities. Federal funding has 

naturally evolved to reflect a cost model that many other universities can achieve – one with 

scale through mass delivery, with well-prepared, proximal students. However in the Tasmanian 

context we know we have to engage, prepare and teach a less traditional and remote cohort. 

From what we know about our students, these types of cohorts require extra support to build 

capability and improve retention. National research highlights that part time and mature-age 

students have some of the lowest completion rates – and we have relatively high cohorts of 

both.15 Supporting this breadth is central to our mission and is costly to pursue. 

 

 

12 https://www.abs.gov.au/statistics/people/education/education-and-work-australia/latest-release  
13 Pollard, L. 2018 Remote student university success: an analysis of policy and practice National Centre for 

Student Equity in Higher Education, Curtin University 
14 https://www.abs.gov.au/statistics/people/education/education-and-work-australia/may-2020 For more 

information regarding remoteness structures 

https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/1270.0.55.005Main%20Features15July%202016?ope

ndocument&tabname=Summary&prodno=1270.0.55.005&issue=July%202016&num=&view=  
15 Cherastidtham, I., Norton, A., and Mackey, W. (2018). University attrition: what helps and what hinders 

university completion?. Grattan Institute 

https://www.abs.gov.au/statistics/people/education/education-and-work-australia/latest-release
https://www.ncsehe.edu.au/publications/remote-student-university-success-analysis-policy-practice/
https://www.abs.gov.au/statistics/people/education/education-and-work-australia/may-2020
https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/1270.0.55.005Main%20Features15July%202016?opendocument&tabname=Summary&prodno=1270.0.55.005&issue=July%202016&num=&view=
https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/1270.0.55.005Main%20Features15July%202016?opendocument&tabname=Summary&prodno=1270.0.55.005&issue=July%202016&num=&view=
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We have a relatively research-intensive portfolio, to support our whole island of Tasmania, so 

we can play a critical role in helping to solve some of Tasmania’s important challenges.  Like 

other universities, we need to cross subsidise our important research activities with other 

sources of revenue, but with a regional model the ability for us to do this is further constrained. 

It is imperative for us to manage and overcome these challenges, so we can fulfill our mission 

to serve Tasmania.   

 

6. Enablement by the Act  

 

The University of Tasmania, like other universities in the sector, has been considering how to 

ensure the long-term financial sustainability of our University, such that it continues to fulfil 

its mission to serve all Tasmanians in this funding environment.  

 

The only way for the University to do this is to have sources of revenue that grow above CPI 

and with sufficient returns to offset the structural deficit, while protecting against economic 

shocks and government policy changes. Fortunately, the University is enabled by the Act to 

proactively manage these challenges with two emerging opportunities – leveraging and 

optimising our existing physical assets and creating new streams of revenue such as through 

commercialisation.  

 

The provisions under the Act enable the University to seek long-term financial sustainability 

in three main ways: 

 

Governance 

The Act allows for a skills-based Council with specialist expertise, and governance 

arrangements that evolve to align with what the University needs. The Act is detailed in its 

prescription of Council’s responsibilities, principally to act in all matters concerning the 

University in the way it considers will best advance the interests of the University. Council 

also has the power to appoint persons to positions of responsibility within the University, and 

to delegate its powers (and/or reserve them for itself). This includes Council’s ability to allocate 

funds and otherwise determine the best use of the resources for the University. 

 

The work of the Council is supported by five committees comprising a mix of Council and 

external members. These committees provide advice and make recommendations to Council 

on important areas of focus. This includes monitoring the activities and performance of the 

internal and external audit functions and the strategic and coordinated deployment of physical 

and financial resources.   

 

Council committees are Chaired by Council members and are required to report to Council 

following every meeting, and to refer specific items to Council which require approval, noting 

or that are for further discussion by Council. The Council and its committees regularly review 

their charters, functions, delegations and structure to ensure they are best placed to carry out 

their delegated responsibility. The evolution of our Finance, and  Built Environment and 

Infrastructure committees into the Strategic Resources Committee in December 2020 is an 

example of how our governance arrangements can evolve to what is required.  

 

https://www.utas.edu.au/university-council/about-the-committees/ceremonial-and-honorary-degrees
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Realisation of value  

Universities have historically had large property footprints, and increasingly are generators of 

intellectual property. The way that universities can leverage these assets is an important part of 

shaping their long-term sustainability, a challenge that was evident even when the Act was first 

created. The Act enables the University to realise value from real property and intellectual 

property, and grants the ability to establish subsidiaries and vehicles to achieve this.  

 

While commercialisation income can be challenging to develop, it provides an additional 

enabler, in the long-run, to create a sustained, above CPI, source of income from our core 

academic operations, as well as achieve greater impact from Tasmania to the world, through 

the translation of research outcomes. To support this, the University has formed a small 

specialist team and established UTAS Holdings Pty Ltd, a wholly owned subsidiary. 

 

Over time, these returns can help supplement CPI and economic growth. This is critical for the 

University’s ability to sustain an operating model that delivers real wages growth and stable 

staffing levels, while managing continued, above inflation, expense pressures and 

infrastructure requirements into the future. 

 

Discretion and autonomy to manage assets 

Another critical opportunity to overcome structural margin pressure is utilising our existing 

physical assets to support our access and research agenda, that we know the federal funding 

model cannot fully support.  

 

The Act enables the University to manage investments and associated income in a way that 

supports core university activities. Like many other universities, we have an investment 

portfolio that provides a source of income generation to sustain financial viability, and a 

funding source for generating new infrastructure that ongoing funding does not provide.  

 

Optimising our existing and soon-to-be surplus assets represents one of the most effective ways 

that we can achieve financial stability in the longer term. If we can do this innovatively and at 

the right scale, we can insulate the University against these very present and longstanding 

challenges, to benefit current and future generations of Tasmanians. To achieve this, the 

University has formed a small specialist team and established UTAS Properties Pty Ltd, a 

separate wholly owned subsidiary to manage these efforts.  

 

By optimising and effectively managing our property assets, we can complete our Campus 

Transformation in the North and the South, providing Tasmanians with contemporary best-

practice facilities and, importantly, preserving the ability for the University to maintain, adapt 

and replace this infrastructure into the future, enabling us to focus on our mission of being a 

university for and from Tasmania.  

 

 

7. Concluding comments  
 

Where there was once a single university in each state, there are now 43 universities around 

the country. However, the University of Tasmania remains the only single state university 
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dedicated to serving Tasmania’s population. The Tasmanian context means that a one-size-fits-

all model does not always work, as we aim to be physically accessible, while offering breadth 

and increased support to our students.  

 

The University of Tasmania Act 1992 empowers and supports University Council to make 

decisions that it considers will best advance the interests of the University, enabling it to fulfil 

its commitment to be a university for and from Tasmania and critically, into the future.    

 

 

Please do not hesitate to contact me if you require further information or I can be of assistance 

in any way. 

 

Kind regards, 

 

Mr Craig Barling 

Vice-President Strategy, Finance and Marketing 

University of Tasmania 

craig.barling@utas.edu.au 
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