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Abstract  

The paper provides an analysis of changes to tertiary education policy and management over the last two 

decades. Starting with a focus on institutional mergers as a policy instrument for national governments, two 

different sets of objectives are identified: sorting out the system and raising the bar. The first is laying the 

foundations of tertiary education systems that can address issues of autonomy and massification. The 

second is about positioning institutions for increased global competition. The paper then explores the 

increasingly complex world of interorganisational relationships through providing a brief case study of 

Australian tertiary education. It is argued that much of today’s dynamic in tertiary education is about 

strategic positioning in increasingly competitive environments. Mergers will continue to play a role in this, 

but they are but one option in a much wider set of national and institutional strategies.   
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Introduction 

In this paper
1
 an analysis is presented of the changing tertiary education landscape over the last twenty 

years. Whilst the original brief for the Hedda anniversary conference was to revisit the state of play as 

regards mergers in higher education, when doing background research on this in terms of developments 

since the early 1990s it quickly became clear that not only had the situation around mergers become more 

complex, the institutional fabric of tertiary education has been undergoing profound changes that force us 

to look beyond phenomena such as mergers. The central argument of the paper therefore is that the tertiary 

education world today compared to the late 1980s – early 1990s is much more multi-faceted than twenty 

years ago, is driven by a variety of forces that sometimes reinforce each other and at other times clash, that 

overall our institutions have become much more complex, and that, of course, expansion in terms of student 

numbers continues with an increasingly diverse student body and differentiated modes of teaching and 

learning as a result. This poses a range of challenges to our institutions that by-and-large were unheard of 

three decades ago. 

In itself, none of this is new for any modestly informed observer of tertiary education. Yet, combined they 

raise a range of pervasive questions on the role of governments and markets, on competition and 

collaboration, on public and private goods, on regulation, and on institutional strategy. At the end of the 

paper an attempt is made to chart a range of responses possible through a brief case study of Australian 

tertiary education. But before we get to that, we start exploring the increasing complexity of our tertiary 

education systems by recapitulating the state of play around mergers.  

Institutional mergers:  a typology 

In the early 1990s I took stock of what was then the established wisdom on mergers in general and on 

higher education mergers in particular (Goedegebuure, 1992). Two basic analytical frameworks for 

understanding mergers in the corporate sector were identified. The first was based on the traditional theory 

of the firm perspective (Coase, 1937), positing that organisations engage in a merger to maximise profits, 

frequently expressed in terms of shareholder value. The second was based on the so-called alternative 

theories of the firm that emphasized managerial motives, such as salaries, bonuses and individual power 

(Williamson, 1965). A review of empirical literature on why organisations go down the merger path – profit 

or managerial motifs – proved inconclusive: ‘often used arguments like the realization of economies of scale, 

shareholder welfare and profits hold little explanatory power’ (Goedegebuure, 1992: 222), which in itself was 

an interesting outcome.  

As to mergers in higher education, a first conclusion was that much of the analysis to date was not 

theoretically driven, nor empirically robust. A second conclusion was that the rationale for government-

induced large-scale system restructuring through mergers was based on at least some questionable 

assumptions as to the expected outcomes: increased economies of scale and scope. This, of course, was 

closely related to the inconclusiveness of the drivers for merger already identified in the corporate world. 

However, whilst this does raise the issue of merger as a panacea for whatever problem is thrown at 

organisations, at the same time it should not distract from the fact that obviously there is quite a number of 
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‘success stories’ when it comes to mergers in the private sector. But one should not go down the merger 

path blindly. As recently stated by PWC in one of their Talking Points publications:  

‘a lesson from previous private and public sector mergers is that mergers do not deliver savings unless they 

are based on a sound strategic rationale, are thoroughly planned, and well executed. The act of merely 

adding together two entities with their respective attributes, challenges and weaknesses, creates a larger 

entity with the same underlying structures.’ (PWC, 2010: 1).  

At face value this statement makes good sense, but as always the devil is in the detail. If a merger does not 

deliver, is it because it was not based on a sound rationale, because it was not planned properly, or because 

it was poorly executed, or all of the above? For what, in effect, constitutes ‘a sound strategic rationale’..?       

From a higher education perspective, it would be far too simple to dismiss mergers as either a viable 

strategy to deal with certain critical developments in an organisation’s environment, or as a purposeful 

government strategy to restructure and reposition its higher or tertiary education system. It may be difficult 

to attribute cost savings (economies of scale) to institutional mergers due to the vast investments in 

resources – financial and otherwise – over the time-span needed to actually consume the marriage, which 

normally is around the 10-year+ mark (Millet, 1976). And it may be difficult to balance synergies achieved 

(economies of scope) with the chaos created during the process in the form of an aggregate cost-benefit 

analysis. But few analysts would be willing to put up the argument that the mergers that created the present 

Dutch HBO-sector (or ‘universities of applied sciences’ as the preferred current terminology goes) have not 

resulted in a vibrant sector that in no way resembled the disparate set of colleges and schools of the early 

1980s. Likewise, despite all the misgivings as to the Dawkins induced unified national system of the early 

1990s in Australia, few would argue that if only the system could have remained as it was, the overall higher 

education system would have been ‘better’. And these arguments hold factually true for all systems that 

have experienced large-scale merger processes. Well-documented cases in this respect from the 1990s and 

early 2000s include China (Chen, 2002; Mao, Du & Liu, 2009; Mok, 2005; Zhao, 1998), Flanders (Verhoeven 

et al., 2002), Hungary (Berde & Vanyolos, 2008; Csepes, Kaiser & Varga, 2003), Norway (Kyvik, 2002; 

Skodvin, 1999), and South Africa (Hall, Symes & Luescher, 2004; Jansen, 2002; Sehoole, 2005). Certainly, they 

have been painful and protracted processes at times, and they have been expensive in financial and non-

financial terms, but what has emerged are different systems that have matured, that have to a large extent 

shed their original skins, and have created new dynamics largely unanticipated at the outset. This gets us 

back to the issue of ‘sound rationale’. All ministers who have initiated the system-wide restructuring 

processes referred to above have come under political and stakeholder-initiated attack because they 

seriously upset the status quo. Or perhaps better formulated: the existing balance of power within the 

system. For despite the fact that our tertiary education systems engage in good and noble causes such as 

teaching and learning, professional preparation, knowledge dissemination and transfer, discovery and 

exploration, and community service, they ultimately also are political systems with delicate power and 

authority distributions. Any restructure will impact on these. Hence, initiating change and sticking to it, is – to 

quote Machiavelli – ‘not for the faint-hearted’.  

The cases above demonstrate that system-wide restructuring can have profound impact. But whether this is 

the result of a sound rationale, thorough planning and effective implementation remains a moot point. 

Policy analyses of these processes to date would argue that at best there were some basic policy notions of 

what might be achieved, that planning was adaptive and pattern-based, that implementation overall was 

rather haphazard, and that the restructuring processes themselves created subsequent action-reaction 

processes that by-and-large were unanticipated but highly influential for the systems and institutions 
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involved (Goedegebuure, 1992; Harman & Harman, 2003; Harman & Meek, 2002;  Meek, Goedegebuure, 

Kivinen & Rinne, 1991; see also: Gornitzka, Kogan & Amaral, 2007; Kyvik, 2009; Maassen & Olsen, 2007). This 

reaffirms our basic understanding of policy development and implementation as semi-rational, semi-

structured and semi-planned. 

When analysing mergers in tertiary education I believe it is useful to distinguish between incidental mergers 

and policy-induced mergers as I believe them to be quite different in nature, although one may result from 

the other. If we start with the policy-induced mergers, we already have identified a series of these in the 

1980s, 1990s and early 2000s (the Netherlands, Australia, Norway, China, Hungary, Flanders and South 

Africa). All of them reflect policy responses to perceived deficiencies in existing systems that needed larger 

institutions to effectively deal with particular challenges. In the Netherlands the merger operation in the non-

university sector was initiated to enable a highly fragmented and centrally (through a number of national 

ministries) governed and managed sector to effectively deal with a planned shift in the overall coordination 

of the higher education system, founded on principles of autonomy and accountability. In Australia, 

abolishing the binary system and creating one national system reflected the government’s intent, amongst 

others, to increase participation, to decentralize the system with subsequent accountability and to introduce 

stronger competition (Meek, 2000) for which larger, stronger institutions were considered necessary. In 

Norway the merger of colleges was induced by a desire to create a stronger sector as a viable, non-

fragmented counterpart to the university sector, able to also deal with more autonomy through more 

professional institutional management (Kyvik, 2002). The Chinese reforms that affected some 500+ 

institutions also were driven by the combination of decentralisation, growth and increased competition, 

although the process was far more intricate because of specific governance arrangements (Mok, 2005, in 

particular pp.66-74). In Hungary the system reform followed the introduction of more market-oriented, 

decentralised forms of government coordination in the wake of the fall of the Berlin Wall. Flanders, very 

much like the Netherlands, went to through a large scale merger operation to restructure a highly 

fragmented hogescholen sector with increased autonomy and the potential for stronger, more professional 

institutional management. And the South African mergers equally were the resultant of substantive system 

restructuring following the design of a new, post-apartheid tertiary education system (NCHE, 1996).      

In all, there are strong similarities in the objectives underlying these merger processes. Essentially they are 

about maturing systems that need to be taken to the ‘next level’. A level that overall is characterised by 

increased autonomy, increased responsiveness to accommodate increased student demand, a more 

balanced position vis-à-vis the established university sector, and a stronger emphasis on professional 

management – which is not surprising if one takes size into consideration. Larger and more complex 

organisations by definition require more structured and professionalised forms of management than small, 

simple ones. These similarities, however, should not blind us to the systemic differences that exist. The 

Australian and Chinese systems, e.g., have substantially larger institutions than do their European 

counterparts. Australian comprehensive and in some cases dual sector institutions (incorporating further and 

higher education) are far more complex institutions than a Norwegian college. And the Chinese system still 

finds itself in a different and far more diverse developmental stage than would be the case for the Dutch or 

Flemish system, to highlight but some of these differences.  

And, of course, we should not be blind to the already mentioned unanticipated consequences of these 

policies. The results of the Dutch non-university sector mergers, for example, far exceeded anyone’s 

expectations in terms of the relatively small number of large institutions that emerged. This was primarily the 

result of institutions not wanting to be ‘left behind’ as some comprehensive and big institutions started to 
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emerge, which triggered a merger spiral that in no way could be related back to the minimum size 

conditions to be eligible for government funding specified in the original policy. The same was true for the 

Australian process which essentially was based on the same policy premises (Goedegebuure, 1992). And the 

Norwegian case, to name just one other example, originally was also intended to prevent academic drift 

through colleges aspiring for university status. Yet that has been exactly that which has subsequently 

happened (Kyvik, 2009). And many more of such examples could be provided.    

In contrast to policy-induced mergers, incidental mergers by their very nature are far more idiosyncratic in 

terms of drivers. An interesting overview of the rationale for mergers is provided by the Hong Kong 

University Grants Committee (UGC, 2004: 12-13), who also notes that motivators are about as varied as the 

types of mergers that exist (Table 1). 

 

Table 1: Rationales for incidental mergers 

Lift institutional profile, e.g., national standing and international reputation. 

Address problems of non-viable institutions and institutional fragmentation. 

Differentiate course offerings to cater for greater student diversity and offer more comprehensive courses. 

Reduce competition for students and research funding among institutions with similar “geographic profiles”. 

Meet government targets and priorities in the overall direction of higher education systems, “especially to 

ensure that higher education systems serve more directly national and regional economic and social 

objectives”.  

Preserve and advance institutional standards in the face of cutbacks in government funding. 

Increase efficiency of operation and effectiveness in delivery, especially to cope with rapid and substantial 

increases in enrolments. 

Accept greater responsibilities for post-secondary education, particularly as a result of changing 

government policy. 

Achieve critical mass to facilitate success in competition for quality staff and standing, particularly 

internationally. 

Better utilise human resources, particularly through reaching critical mass, thereby limiting (but not 

necessarily averting) redundancy. 

Better utilise physical resources including the sale of some assets to rationalise campus configuration. 

Gain strategic advantage in a region where the partners are a good fit in terms of academic compatibility 

and complementarity. 

Achieve greater coherence in research focus to enhance the prospects for funding. 

Increase capacity to create new multi-disciplinary fields. 

Improve student access and greater differentiation in course offerings to cater for more diverse student 

populations. 

Generate revenue from new programmes that could only be offered through a larger and more strategically 

alert institution. 

 

Whilst recognising the diversity referred to above, it is relatively easy to fit the above amalgam into the three 

main drivers identified by PWC (2010: 5-6): securing cost efficiency, optimising scale of operation (including 

success in attracting students and funding, increased research profile and enhanced international 

reputation), and brand leverage. Most of the motivators collated in the UGC overview appear to coalesce 

under the ‘scale’ heading. And most can also be found as part of either national tertiary education policies 

(multi-disciplinarity, research focus, critical mass, increased access and differentiation, quality and standards) 

or institutional strategies (new programmes, act strategically, accept responsibility, critical mass, quality and 

standards, responsiveness). This in turn tells us a lot about the policy climate in which tertiary education 
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currently is located. Yet again, we should not forget that none of this is absolute and all of it is context 

dependent. As has been identified a long time ago (Boorsma & Goedegebuure, 1986), there is no such thing 

as an optimal  size for an organisation. Whilst it is relatively easy to identify institutions that are ‘too small’ – 

because they become too vulnerable to changes occurring in their (resource) environment, it is virtually 

impossible to define ‘critical mass’ or a size that provides ‘strategic advantage’. It really is dependent on the 

context in which they operate and this will vary from country to country and from state to state. 

Incidental mergers no doubt will continue to be part of the tertiary education landscape and we will return to 

them in a moment when discussing cross-sectoral mergers. But first we focus on a new series of policy-

induced mergers that appear to have emerged in the second half of the 2000s. Mergers that have little to 

do with sorting out fragmented sectors and creating the capacity to deal with increased participation levels, 

but have everything to do with becoming ‘world class’. 

Becoming world class: the rise of international competition 

The last five years has seen a surge in policy-induced mergers that best can be described as selective and 

prestige-inspired. In a way they followed the Chinese initiative aimed at creating world class universities. 

Despite the fact that above the Chinese merger process of the 1990s has been grouped with the other 

sector restructuring processes, part of that process was the ambition to create a limited number of world 

class universities – the so-called 985 Project. As part of that, researchers within the Jiao Tong University were 

given the task to identify what in fact made world class universities world class. The result of this was the 

Shanghai Jiao Tong University Index or the Academic Ranking of World Universities (ARWU) as it currently is 

known, and the rest, as we know, ‘is history’.   

If we leave aside all the hype around the need to become world class and the overdrive reactions of 

institutional executives to rankings, there is no denying that knowledge plays an increasing role in economic 

growth and competition, and that universities, in particular research universities, have a key role to play in 

this: 

Within the tertiary education system, research universities play a critical role in training the professionals, 

scientists and researchers needed by the economy and generating new knowledge in support of the national 

innovation system (World Bank, 2002). In this context, an increasingly pressing priority of many governments is to 

make sure that their top universities are actually operating at the cutting edge of intellectual and scientific 

development.  (Salmi, 2009: 2-3) 

Whether or not ‘operating at the cutting edge of intellectual and scientific development’ equates to ‘world 

class’ probably always will remain a point for heated academic debate. But there is ample evidence that 

governments indeed are purposely restructuring (parts of) their tertiary education systems to place them in 

positions from which they can – hopefully successful – compete at the top-end of the international markets 

for prestige, staff and students. And mergers again are a pivotal policy instrument in achieving this. Some 

high profile examples can underpin this observation. 

The Finnish government in 2007, as part of a more encompassing reshuffle of the tertiary education system, 

initiated the creation of an ‘innovation university’ to become known as the Aalto University, by merging the 

Helsinki University of Technology, the Helsinki School of Economics and the University of Art and Design 

(Aarrevaara, Dobson & Elander, 2009; Aula & Tienari, 2011; Markkula & Lappalainen, 2009). The university 

was set up as a private university with substantial start up funding provided jointly by the government (EUR 

500 million) and industry (EUR 200 million) and started operations in 2010. Its simple but ambitious goal is to 
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‘be one of the leading institutions in the world in terms of research and education in its own specialized 

disciplines’ and it intends to achieve this by admitting ‘only the best students and researchers … to study and 

conduct research at the Aalto University’ (Aalto University homepage). Whether these ambitions will be 

fulfilled is an open question, but it is interesting to note that the approach taken by the Finnish government 

very much is in line with the conditions specified by Salmi as preconditions for a world-class university:  

i. a high concentration of talent (faculty and students),  

ii. abundant resources to offer a rich learning environment and to conduct advanced research, and 

iii. favourable governance features that encourage strategic vision, innovation and flexibility ‘that 

enable institutions to make decisions and to manage resources without being encumbered by 

bureaucracy’ (Salmi, 2009: 19-20). 

A similar approach is taken by the French government in creating the Campus Paris- Saclay.  This multi-

billion dollar initiative brings together 22 universities, research institutes and Grande Ecoles and should have 

some 20,000 staff and 30,000+ students by 2020. It generally is seen as the French response to lagging in 

the international rankings and has the strong support of president Sarkozy. The goals formulated are very 

ambitious:  

the ambition of the Paris-Saclay Campus developers is to create, in the southwest of Paris, one of the first human 

communities devoted (dedicated) to higher education, research and innovation, which is to be integrated and 

maintained at the level of world-class leader of multi-theme and multidisciplinary university campuses, capable of 

attracting the best talents. .. with the backing of a highly significant financial commitment from the state, which 

has the ambition of transforming the university environment and facilities, and endowing France with world class 

multidisciplinary clusters of excellence. At the crossroads between the country’s policies in terms of education-

research-innovation, and land planning, this project benefits from the contributions of the recovery plan, the 

campus plan, and the “investments for the future” program which will finance the transformation of the Paris-Sud 

11 University, the arrival at Saclay of seven higher education and research institutions, and the creation of a series 

of joint laboratories as well as shared facilities related to these activities. The dynamics of bringing these 

institutions, which are recognised for the excellence of their research and teaching, physically closer together is 

accompanied by the implementation of actions aimed at synergizing their skills. (Paris-Saclay Campus proposal, 

p.4). 

Organisationally, the project has the form of a Foundation, which technically means it cannot be defined as a 

merger, but rather as a consortium arrangement. However, in terms of objectives it is fully in line with the 

Finnish case, though one can question the extent to which it will meet Salmi’s condition of not being 

‘encumbered by bureaucracy’. There is little doubt, nevertheless, that the ‘abundant resources’ criterion is 

being met, as is the bringing together of some of the best minds. 

A third example of reshaping the system to better position it in the face of global competition is the Danish 

restructure of its university and research system. Initiated in 2006, the existing system of 12 universities and 

13 government research institutes was reconfigured through merger to 8 universities and 5 research 

institutes. The official objectives of the restructure were ‘more education, greater international impact of 

research, more innovation and collaboration with industry, the attraction of more research funding from the 

EU, as well as continued competent service in the area of government commissioned research’ (Ministry of 

Science, Technology and Innovation, 2009: 13). As stated by the independent committee that evaluated the 

merger process, the overall goal behind the restructure was ‘to develop a world class university system that 

can support the global competitiveness of the country’s economy’ (ibid: 17). Whilst the committee considers 

it too early to effectively comment on the results of the mergers in relation to the stated objectives, it notes 

that more autonomy has been achieved and that the decision-making capacity of universities has been 

improved. However, it also notes that Salmi’s non-bureaucracy principle has not been part of the reform: 
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‘this development [increased autonomy and strengthened decision-making capacity] has been accompanied 

by a dense set of rules and regulations, many of them too detailed.’ (ibid: 10). 

A fourth example would be the Excellence Initiative in Germany which has the stated objective of creating 

and stimulating world-class science by selectively injecting 2.7 billion Euros in the German system until 2017. 

Whilst merger is not an explicit policy instrument in the initiative, it has spurred the unique merger between 

the University of Karlsruhe and the Forschungszentrum Karlsruhe GmbH to form the Karlsruhe Institute of 

Technology (KIT). According to its vice-president for research and information:  

The KIT vision is to join the league of world-leading institutions of engineering and natural sciences… Our goals 

at KIT are to attract the best minds in the world, set new standards in teaching and promoting young scientific 

talents, become Europe’s leading centre for energy research, play a globally visible role in nanosciences and act 

as a key innovation partner for business. (Research in Germany). 

This example brings us back to mergers initiated by individual institutions. Whilst the previous overview of 

incidental mergers highlighted a variety of rationales, there also is a category of strategic mergers in tertiary 

education that are undertaken to position the new institution for the global competition for reputation, staff 

and students. Most well-known is the 2004 merger between Victoria University of Manchester and the 

Manchester University of Science and Technology creating the University of Manchester. It has as its stated 

ambition to be amongst the top 25 world-class universities by 2015 (Harman & Harman, 2008). The notion 

that the University of Manchester has been strategically driven by the partner universities is questioned by 

Fazackerly & Chant (2009), who argue that it  

was strongly politically driven, with a clear steer behind the scenes from the then-Chancellor Gordon Brown. 

While it is hoped that the merger will prove to be a success, there is concern in the sector that political 

enthusiasm may have clouded adequate judgment, particularly given how much money was invested in this 

project [80 million pounds]… it remains to be seen if this is simply a case of sour grapes or genuine concern. (p. 

7).  

In the ARWU 2011, the University of Manchester finds itself at 38, coming from 53 in 2005. 

If one trawls through the merger literature and commentaries to be found on the web, many cases can be 

found of universities merging to be competitively better placed. The University of Duisberg-Essen, created in 

2003, in addition to pooling its academic strengths, sharpening its profile and creating efficiencies in 

teaching and research, states being ready for increased national and international competition as one of the 

driving forces behind the merger. SKEMA business school in France, created out of the CERAM Business 

School and the Groupe ESC Lille, has the ambition to become the largest French business school in terms of 

student numbers. An ambition driven by the government’s impetus to bring together the French educational 

and research establishments, and to be able to face international competition (see above).  The latter also 

appears to be driver behind the merger of International University Audentes and Tallinn University of 

Technology in 2008. And it has been the driving force behind the intensifying collaboration between the 

Universities of Delft, Leiden and Rotterdam in the Netherlands that possibly will result in a merger in the 

years to come, which would create a dominant university with some 55,000 students and 11,500 staff that 

would skyrocket in the ARWU given the prominence the three universities already have:  Leiden 65, Delft 

151-200, Erasmus Rotterdam 151-200. 

Yet not all current merger processes are driven by competitive positioning. The merger initiatives launched 

by the Higher Education Funding Council of Wales (HEFCW), e.g., very much are in line with the ‘sorting the 

sector’ arguments that drove the 1980s and 1990s mergers discussed earlier: 
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The issue is more that we are not achieving in Wales the full potential for the investment made in HE (including, 

for example, the capacity to secure additional funding, to capture research grants or to sustain a broad subject 

portfolio). As a result, we are not offering as good a service as we could to learners and employers. Despite the 

considerable strengths to be found in the universities in Wales, which the Council readily acknowledges, we do 

not have a sector as strong as it could be or, more crucially, as strong as it needs to be. (HEFCW, 2011: 5).  

And not all responses to global competitive pressures elicit merger as the answer. In many systems an 

increased emphasis on collaboration appears at the top of the policy agendas. 

The collaborative response to competitive pressures 

Whilst many governments around the world have initiated some form of competition in their respective 

tertiary education systems through the introduction of market-related coordination mechanisms (Jongbloed, 

Dill & Teixeira, 2004), increasingly this is complemented by an emphasis on collaboration, in particular with 

respect to research. For a long time, governments have set national research priorities through the definition 

of thematic areas as part of national research council selection processes to allocate scarce resources (Dill & 

Van Vught, 2010). More recent, however, are the attempts to stimulate research collaboration between 

research groups from different institutions in order to create ‘critical mass’ considered necessary to compete 

at a global level. This policy has been a cornerstone of the European Commission’s Framework programs 

and has resulted in the creation of multi-national research networks (Van Vught, 2010). Many European 

countries have complemented this with national schemes, such as the already mentioned Excellence Initiative 

in Germany, and the Poles in France (the so-called PRES - Pôles de Recherche et de l'Enseignement 

Supérieur), stimulating research collaboration between universities and research institutes, aimed at creating 

research groups that have prominence at the international level (started in 2006, by 2011 21 Poles had been 

created). Rather than moving down the path of merger, the University Grants Committee in Hong Kong is 

emphasizing ‘deep collaboration’ between institutions as the way forward, and the Australian government is 

pushing for increased institutional collaboration through initiatives such as the National Collaborative 

Research Infrastructure Strategy (NCRIS) and the Collaborative Research Networks. With respect to the latter 

it should be noted that these are not intended to concentrate resources and achieve ‘world class excellence’ 

but rather to partner less-research intensive institutions with research intensive institutions to build capacity 

through a ‘hubs-and-spoke’ model. In this sense, they are partly comparable to the Associations between 

universities and hogescholen in Flanders, although in addition to supporting the development of research in 

non-university institutions the Associations also were focussed on building academic teaching capacity in the 

non-university institutions (VLIR, 2011).  

The most clear-cut example of an institutionally driven collaboration no doubt is the University of Catalonia 

(ACUP, 2008). The University of Catalonia very much appears modelled on the University of California 

system.  As argued in the 2008 White Paper, which is seen by the participating universities as a master plan:  

It is clear that, right now, each of the eight public Catalan universities has its own profile, its own objectives and 

its unique strategy in place to achieve them. Nevertheless, it is also clear that only a collective, cooperative 

strategy can enable the undertaking of lasting changes with an international scope and an effective impact on 

the University… In Catalonia it is possible and necessary [italics added] thanks to the complementarity and the 

wealth of the different public universities, to build the University of Catalonia and put it at the service of the 

country and of its citizens, and promote it internationally as a university are of reference in Southern Europe. 

(Ibid: 12-13).  

The University comprises almost 250,000 students, some 18,000 staff and has a consolidated budget of EUR 

1.5 Billion, making it a very serious player indeed. 
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Less far-reaching cooperative models can also be found in Australia. As has been noted by the higher 

education consultancy firm PhillipsKPA:  

There are a surprisingly large number of very active collaborative activities currently under way in Australia aimed 

at enhancing higher education teaching and research in and for regional areas. These collaborations involve not 

only universities but also a range of other partner organisations, especially TAFE institutes, schools and 

community organisations. (PhillipsKPA, 2009).  

They essentially were stimulated by the Australian federal government through specific funding initiatives to 

stimulate innovation. Other examples would include the collaborative arrangements between the Australian 

National University (ANU) and the University of South Australia (UniSA), the University of Southern 

Queensland (USQ), and Charles Darwin University (CDU) respectively that cover a range of activities from 

guaranteed student transfers (to ANU) to joint course development, ‘hubs and spoke’ research collaboration 

to staff and student exchange. Many institutions across the sector would have these kinds of bilateral partner 

arrangements in place. Yet ambitions for more encompassing collaborative ventures also exist, the prime 

example being the University of Ballarat wanting to establish a regional dual-sector (university and vocational 

education and training colleges) network in the state of Victoria. 

All of these examples serve to bring one important point home. Whilst institutions might find themselves 

increasingly in competitive environments, driven partly by political preferences and/or ideologies and partly 

by being inescapably tied to global competitive imperatives, this not automatically means that competition is 

the only game in town. Highlighting the interdependent relationships that exist in any system, public, private 

or mixed, Nalebuff and Brandenburger (2002: 3) astutely observe that ‘most businesses succeed only if 

others also succeed’. Coining their perspective ‘co-opetition’ their core argument is that:  

Business is cooperation when it comes to creating a pie and competition when it comes to dividing it up. In other 

words, business is War and Peace. But it’s not Tolstoy – endless cycles of war followed by peace followed by war. 

It’s simultaneously war and peace. .. The combination makes for a more dynamic relationship than the words 

‘competition’ and ‘cooperation’ suggest individually (Ibid: 4).  

It is this ‘more dynamic relationship’ that is at the heart of the 21st century tertiary education systems around 

the world. And it is because of this that relatively straightforward conceptions of system coordination and 

dynamics as developed in the 1990s (e.g. Goedegebuure et al, 1994; Neave & Van Vught, 1991) today are 

too linear and simplistic. Whether we like it or not, our tertiary education world is becoming increasingly 

complex through all sorts of cross-sectoral arrangements, public- private partnerships, and ultimately now is 

open to substantive competition from private for-profit global institutions. As will be argued in the remaining 

section of this paper, this will have profound effects on the nature of public tertiary education systems. It 

raises questions about the appropriate roles of national governments. And it raises a number of rather 

uncomfortable questions about the viability of current models of tertiary education provision by large 

segments of those systems. 

Institutional responses to competitive pressures: branching out 

A standard response to increased competitive pressures in the private sector is diversification and vertical 

integration as attempts to better protect or improve market positions. Diversification essentially is about 

‘spreading the risk’ to make sure that if one part of the business finds itself in dire straits, there are enough 

other parts to either maintain the overall viability of the company or temporarily bail out the entity in trouble. 

Vertical integration is effectively a strategy to control the ‘raw materials’ that a company needs to create its 

products and to control the subsequent sale of the end-product. The early years of the 21st century have 



10 Mergers and more | Goedegebuure | HEIK Working Paper Series 2012/1  

 

witnessed tertiary education institutions doing exactly this, despite the fact that it has remained ‘hidden’ to 

some extent, notwithstanding the admirable clearinghouse activities of the Observatory on Borderless 

Education.  

As a case study, I will present a very brief analysis of what currently is happening in the Australian tertiary 

education system, the one I’m most familiar with. Also, Australia is one the exemplar cases when it comes to 

the introduction of market-type coordination mechanisms, of systems going through quite strong 

participation growth, and of a mature, well-developed system that overall does quite well in the ARWU. Just 

for good measure, if we take the ARWU to the system level rather than the individual level and if we classify 

the ‘best’ higher education systems as those who have the largest proportion of their universities in the top 

500, Australia ranks quite respectably at 10th in the world (see Table 2). The Dutch system overall is the 

world’s best university system with a 100% score for its universities (excluding the Open University which 

obviously is not a research intensive institution), whilst (equally obvious) the US completely disappears from 

the top. The simple explanation, of course, is that traditional binary systems with a small (research) university 

sector do extremely well, with large unified systems at a great disadvantage as exemplified by the US system.  

In this context, Australia, given that it is a unified system, performs quite well. 

Table 2: The ‘best’ university systems in the world 

Country JiaoTong 2010 THES 2010 

The Netherlands 1         (.92) 1       (.77) 

Israel 2         (.88)        -- 

Sweden 3         (.69) 4      (.38) 

New Zealand 4         (.63) 12    (.13) 

Switzerland 5         (.58) 2      (.50) 

Norway 5         (.57) 11    (.14) 

Denmark 7         (.50) 4      (.38) 

Hong Kong 7         (.50) 3      (.40) 

Belgium 9         (.47) 12    (.13) 

Australia 10       (.44) 9      (.18) 

Ireland 11       (.43) 7      (.29) 

Germany 12       (.38) 6      (.36) 

Finland 12       (.38) 16    (.07) 

UK 14       (.33) 8      (.25) 

Canada 15       (.32) 12    (.13) 

Note: ratio is: #universities in ranking / #universities in system 

Australian universities have a number of particular features that, when combined, make them fairly unique 

from a comparative perspective.  

First of all, they are large institutions in terms of student numbers. The average Australian university enrols 

28,500 students, with the largest having some 70,000 students and the smallest some 4,000 students (2011 

data).  

Second, they are large institutions in a physical/geographical sense. The average Australian university 

operates across five campuses, with two institutions having to deal with 10 different campuses and 4 

universities being single campus operations. In the Australian context this also means that serious distances 

are involved given the geography of the country and the university system, with one university operating 
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across three different states (Queensland, New South Wales and Victoria) and one territory (Australian 

Capital Territory).  

Third, they have a large complement of international students, with the average university enrolling some 

6,900 international students, and numbers ranging from 400 – 25,000. The large number of international 

students is the resultant of universities compensating decreasing public funding with income through full-fee 

paying international students, making international education at $19 billion the country’s third largest export 

industry after coal and iron ore.  

Fourth, Australian universities have sizeable off-shore campus operations. The Universities Australia website 

lists 10 of the 39 universities having 16 overseas campuses, whilst the Observatory of Borderless Education 

(2009) lists 12 universities with overseas branch campuses. For the largest part, these campuses are in 

Malaysia, Singapore and the United Arab Emirates and whilst the majority have been established since the 

turn of the century, the first overseas campus was established in 1993.  

Finally, as a base-line indicator relating to the ‘market-directives’ of Australian universities, on average 

universities are 65% publicly funded, with the range being 42-75% (2010 data). This is commensurate with 

the relatively large number of ‘university controlled entities’ and ‘university business operations’ that are 

listed in the annual reports. They suggest a commercial side to the operation of a university that twenty 

years ago would not have been considered ‘appropriate’ for most universities around the globe. In addition 

to more ‘common’ spin-off activities such as start-ups and incubators, they would include pre-university 

preparatory colleges, primarily focussed on English language proficiency and study-readiness programs for 

overseas students looking to enrol in Australian universities. One might call this branching out to provide 

seamless pathways into the university, catering for and capturing very substantive numbers of international 

students, on-shore and off-shore. Again, overall this is not a unique Australian feature but in combination 

with the other trends identified, it is indicative of Australian universities’ increasing attempts to run a serious 

business enterprise within the context of the traditional teaching-learning and research activities. 

Yet this is only part of the story. Increasingly one can observe public-private partnerships (PPPs) where 

Australian universities either outsource to or collaborate with industry partners for the delivery of part of 

their activities. It should be noted that PPPs are not a recent phenomenon in the Australian tertiary 

landscape. In terms of collaboration, since 1991 the so-called Collaborative Research Centres, established to 

stimulate R&D collaboration between public and private sector research bodies, has resulted in 168 CRCs 

with a budget of some $12 billion ( ¼ government, ¾ participants), delivering ‘significant, identifiable 

economic and social benefits, particularly through end-user application of research’ (Commonwealth of 

Australia, 2008: xi). With respect to outsourcing, in 2003 Campus Living Villages opened its first student 

residential ‘village’ at the University of Sydney, and has since expanded across 15 locations in Australia, whilst 

also opening shop in New Zealand, the US and the UK. It essentially runs student residences, which has been 

stated as: ‘Working with campus master plans, CLV delivers tailored solutions that allow institutions to 

provide accommodation without having to be involved in the cost, risk and complexity of operating and 

developing student facilities’ (www.campuslivingvillages.com/Global/the-CLV-model/partnership.html).  

Over the last decade, Australian tertiary education also has seen an increase in partnerships with private 

companies and providers in the core operational area of teaching and learning. Nine universities have 

partnered with Navitas for the delivery of their pathways programs. Navitas Ltd is a $550+ million Australian 

business that operates in 34 locations in Australia and 59 ‘overseas’ (China, India, Indonesia, the United 

Kingdom, Canada, the United States, Zambia, Kenya, Singapore and Sri Lanka) across four domains: 
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university programs (30 university colleges in 9 countries); English language programs (18 Australian 

campuses and one in Singapore) offering direct access to 50+ Australian universities and vocational colleges; 

workforce programs, including providing training through subsidiaries and liaising with industries for 

consulting and recruitment; and student recruitment (38 offices in 4 countries) for Australian institutions. As 

such Navitas itself is a prime example of a diversified company that spans activities from recruitment to 

training to employment. 

Similarly, universities partner with other private colleges for pathway programs, on-shore as well as off-

shore, and a plethora of articulated pathways exists for international students who want to continue with 

university studies. 

Whilst the above programs primarily are focussed on getting (international) students into universities, more 

recently, a number of universities announced private partnerships related to their core undergraduate 

programs.  At the beginning of 2011 Swinburne University of Technology announced a partnership with 

SEEK Ltd to develop an entity to deliver online degrees. It is a 50-50 partnership with SEEK bringing its online 

capabilities to the table and Swinburne its course content and academic quality control. Swinburne University 

is a Victorian dual sector institution – offering both university and vocational programs – enrolling some 

32,000 students, that was formed in 1992 as a result of the Dawkins merger process referred to earlier. SEEK 

Limited is the self-proclaimed industry leader in the online employment and training market in Australia and 

New Zealand. Whilst originally a job seekers site it has diversified into the careers space linking people to 

career-related training programs and acquiring an online training company, re-labelled SEEK Learning, 

followed by some further acquisitions in this space. In 2007 it acquired a 50% interest in Think: Education 

Group Pty Ptd, a private provider owning a number of private colleges. Like Navitas it is an example of a 

serious private for-profit education provider that operates from a diversified portfolio and clearly sees value 

in partnering with a public not-for-profit tertiary education provider. Its 2011 consolidated operating 

revenue was $343 million. 

In similar vein, the University of New England in May 2011 announced its strategic partnership with Pearson 

in distance education with a focus on the online sector. From the press statement it reads that ‘Pearson will 

actively market UNE’s online courses and invest in the development and support of UNE courses in its 

expanded online learning program, and Pearson will provide global experience and services to catapult UNE 

to a leading position in the sector in educational technology’ 

(www.pearson.com.au/General/NewsArticle.aspx?id=158). Like with the Swinburne-SEEK partnership, UNE 

brings content to the table in combination with academic quality assurance and Pearson the technological 

platforms and the adjustment of the course materials to a web-based environment. The University of New 

England was established in 1938 as a College of the University of Sydney and became independent in 1954. 

It was Australia’s first distance education institution and had a leading position in this for most of the second 

half of the 20th century. It did not adapt smoothly to the rapid web-based online education transformation 

of the 21st century and lost its leading position to other Australian providers. Pearson Australia is part of 

Pearson Plc, another self-proclaimed world’s leading education company, operating in 70 countries, with 

2010 sales at BP 5.7 billion, and a mission explicitly focussed on profit. 

Both UNE and Swinburne partnership are expected to deliver from 2012 onward, so it is far too early to 

comment sensibly on them. From what vice-chancellors state publicly, they are a response to an increasingly 

competitive market and an attempt to capture market-share. But as one would expect in volatile, 

competitive markets, there are other strategies next to partnering with private, for-profit partners. 

Melbourne’s Box Hill TAFE is branching out by merging with the Centre for Adult Education (CAE), creating a 
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massive 95,000 students institution that includes senior secondary, community, TAFE, English language, 

international and higher education; language testing; offshore higher education delivery in Singapore and 

Kuwait; and transnational delivery in the Pacific, Asia and Middle East. The merger makes it the largest player 

in Melbourne and thereby in Victoria. In similar vein, though in a vastly more modest form, Central 

Queensland University (CQU) is engaged in a cross-sectoral merger with Central Queensland Institute of 

TAFE (CQIF), creating Queensland’s first dual-sector university of some 40,000 students. What is interesting 

about the latter two mergers is that they seek out specific profiles that have nothing to do with ‘becoming 

world class’ but everything with remaining viable and vibrant in specific markets.  The Box Hill – CAE merger 

clearly is one about occupying the high ground for vocational/adult education in Melbourne-Victoria, 

capturing a very large share of that specific market, whilst at the same time creating a very diversified 

institution that will be able to ride the waves of market competition. The CQU-CQIF merger is one between a 

non-research intensive university and a vocational institute in the middle of a state that is experiencing a 

massive construction and gas boom and hence is in dire need of a qualified labour force. Outcomes are yet 

to be delivered, but again these two examples point to how market imperatives impact on the tertiary 

education landscape in Australia, and how different players come up with different solutions to addressing 

these competitive pressures.  

In 2012 Australia starts heading off into uncharted terrain when the Government’s promises of an uncapped 

system are implemented and the market will rule in terms of student numbers. Institutions no longer will 

receive Commonwealth funding for the number of places they were allocated through a negotiated process 

but for all students they enrol, irrespective of field and level. It will be very unlikely that the per-student level 

of funding will remain the same, for that will blow out the budget in a spectacular fashion if the 

Government’s targets of 40%  of the age cohort with at minimum a bachelor degree is achieved, but already 

the prospect of an uncapped market has led to massive over-enrolment across the system in an attempt to 

capture market-share. What this will do to issues of infrastructure and staff capacity to accommodate and 

teach these larger numbers are open questions that many prefer to ignore for the moment. But of course 

they will come back with a vengeance, and more than likely will then be addressed through structural 

rearrangements, suggesting that Australia hasn’t seen the last of tertiary education mergers, strategic 

alliances and partnerships, and market repositioning. And that is leaving aside the role to be played by 

private, for-profit international higher education conglomerates such as Kaplan, Laureate and Manipal who 

already are positioned to play in this game and who operate on quite a different business model than most 

of the public institutions. I leave these aside not because I think they are not ‘real’ – and in my part of the 

world they certainly are real! – but because the audience for which this paper is prepared primarily are from 

systems where private providers (for now) play a limited role.    

Conclusion       

So where has all of this brought us in terms of understanding mergers in tertiary education? The first point 

obviously is that it is not about mergers per se. The current environment in which tertiary education finds 

itself is one where merger is but one response to a complex set of drivers forcing institutions to act. Others 

are strategic partnerships, loosely of highly formalised, collaborations of all sorts and kinds, consortia 

agreements and various forms of networked ‘interchanges’. Our world is becoming more complex by the 

day and this requires institutions to react in manners that are both pro-active and re-active.  

Second, I have tried to highlight the staged instrumental use of mergers as a driver for system change. Core 

to this is the ‘sorting out the system’ approach where national governments stimulate system- or sector-wide 
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institutional mergers to deal with deficiencies. As indicated, whilst the majority of these operations were 

undertaken in the late 20th century, there still are systems to which this is applied. In mature, semi-stable 

systems, governments may decide to take mergers to the next phase in order to position parts of their 

system for global competition at the top end. This might be called the ‘raising the stakes’ approach and is 

the one driving much of the present day merger activity in Europe. It also highlights the fact referred to at 

the introduction of this paper, that tertiary education policy has become a complex interplay of forces. 

Competition rules at the international level, which is moderated and responded to at the national (and 

supra-national level in the case of Europe) level through an increasingly complex array of policies and policy 

initiatives, which leaves institutions in the challenging position to respond to a diversity of signals and 

pressures. As a consequence of this, some quite considerable analytical and strategic capabilities are needed 

at both the national and institutional level to ‘get it right’. 

 Third, there is little doubt that institutional mergers will continue to play a role in the changing tertiary 

landscape in the foreseeable future. Whether or not national governments force market-type coordination 

mechanisms on their tertiary education systems, a global competition for the best and brightest already 

operates, commonly labelled the ‘war for talent’. Combined with increasing student mobility and the de-

nationalising and collaborative nature of today’s research enterprise, this indeed implies that tertiary 

education, at least in part, has moved to the global playing field, where competition reigns supreme. This will 

force those playing or wanting to play in that game to strategically position themselves, which for many will 

imply a structural re-arrangement through either merger or strategic partnership. In turn, this will have an 

effect on the other parts of the national systems in which these institutions are located, as the ‘internal’ 

balance of power changes. As already has been shown by the quick tour through Australian tertiary 

education, strategic repositioning will be the result and it can take various forms. Whilst Australia might be 

an extreme case of market-driven tertiary education, it allows for some insights into the dynamics that are 

unleashed by this form of coordination. Strategic positioning (action) will lead to further strategic positioning 

(reaction) will lead to more strategic positioning (the action-reaction spiral that will unfolds). It is, at least in 

my mind, very unlikely that systems will be able to permanently insulate themselves from these forces. The 

logical conclusion that follows from this is that even in the most public of public tertiary education systems, 

the scenario sketched above will eventually unfold. Wise and forward looking institutional leadership would 

then suggest that it is better to prepare in time than to be overtaken by events. It is far more advantageous 

to be the actor rather than the reactor, even if this means facing some fairly uncomfortable truths. There are 

interesting times ahead for both institutional leaders and tertiary education policy researchers which would 

also suggest that there will be no lack of research topics nor lack of need for graduate education in this area, 

so Hedda can look forward to its next 10 years!   
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