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In brief 
The Australian and Victorian governments both contribute to schooling in Victorian government and 
non-government schools through: 

 output funding—including recurrent expenditure on school operations, such as staff salaries 

 capital funding—or related grants, including construction and maintenance of buildings 

 support services—including curriculum and other centralised programs provided to all schools. 

However, government funding responsibilities, and the mechanisms which determine and distribute 
funds, remain unclear to many due to the complexity of funding arrangements and related legislation. 
This advice outlines how school funding is determined and distributed to government and non-
government schools.  

Figure 1 – Victorian schools funding framework 

 
Note: Block grant authorities are approved bodies corporate that administer Australian and Victorian government grant funding 
for the purpose of upgrading and constructing non-government schools. 

Source: Parliamentary Budget Office. 
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The Australian government uses the Schooling Resource Standard (SRS) to determine Victorian 
schools recurrent funding requirements. The SRS sets a base level of funding per student, as well as 
loadings for student and school attributes to meet student educational needs.  

The Australian Education Act 2013 (the Act) and National School Reform Agreement - Victoria 
Bilateral Agreement (the Agreement) signed between the Australian and Victorian governments 
outline: 

 funding responsibilities as a share of the SRS 

 what funding counts as a contribution towards Victoria’s SRS funding share.  

The Act and the Agreement set out funding responsibilities and targets for each level of government. 
The Victorian government is primarily responsible for funding government schools and the Australian 
government is primarily responsible for funding non-government schools. 

Figure 2 – SRS funding responsibilities for Victorian schools in 2017 

Per cent  Victorian government Australian government  Total 

Government schools Actual 67.8 16.7 84.5 

Target 75.0 20.0 95.0 

Non-government schools Actual 19.7 76.5 96.2 

Target 20.0 80.0 100.0 

Source: Victorian Department of Education and Training. 

The total target for government school funding is 95 per cent of the total SRS, while the total target for 
non-government school funding is 100 per cent of the total SRS. 

In 2017, funding for both government and non-government schools were below targets.  

Australian and Victorian governments provide all school funding directly to the Victorian Department of 
Education and Training (DET), other than some capital funding. Victorian DET distributes this to 
schools for capital and operating purposes and provides support services to all schools.  

In 2017-18, the Australian and Victorian governments provided $15,290 million for Victorian schools. 

Figure 3 – Funding for Victorian schools by sector in 2017-18 

$ million Victorian government Australian government Total 

Government schools   6,550   1,622   8,173  

Non-government schools   766   3,237   4,004  

Support for all schools  3,101    13   3,114  

Total  10,418   4,872   15,290  

Note: Figures may not sum due to rounding. 

Source: Victorian Department of Education and Training. 
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In 2017-18, government schools received more government funding in total than non-government 
schools. This reflects: 

 the substantially larger number of students in government schools 

 the way the Australian and Victorian governments distribute school funding under the models 
applied.  

These models consider educational disadvantages and contexts, and the ability of parents and 
guardians to contribute financially to their children’s non-government school. 

Figure 4 – Funding per student in 2017-18 

$ million Victorian government Australian government Total 

Government schools   10,715   2,654   13,369  

Non-government schools  2,186   9,234   11,419  

Support for all schools  3,224    13   3,237  

Source: Victorian Department of Education and Training. 

Government schools received around 17 per cent more funding per student than non-government 
schools. Most non-government schools receive lower per student funding due to the relative need of 
their students and a greater ability to generate their own funds. 
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Context 

Why this advice matters 
Recent education reforms in Australia changed the way governments fund schools resulting in 
significant changes for the Victorian government. Despite this, government funding responsibilities, 
and the mechanisms which determine and distribute funds, remain unclear to many due to the 
complexity of funding arrangements and related legislation. 

Scope 
This advice considers the: 

 flow of Australian and Victorian government funding to Victorian schools 

 components of the schooling resource standard (SRS) used to determine the amount of 
government funding required to meet the educational needs of individual students 

 current government funding commitments outlined under the Act and the Agreement 

 recent recurrent output, capital and support service funding provided to Victorian schools. 

Limitations 
This advice generally uses 2017-18 school funding figures. 

We derived school enrolment numbers on a financial year basis. This means that numbers in this 
report may be different to other publicly available information on school enrolments, or school funding 
per student enrolment. Appendix A outlines how we derived enrolments by financial year. 

This advice presents aggregated data and therefore will not be an accurate reflection of circumstances 
for individual schools. 

We prepared this advice in June 2020. 

Background 
The Australian government's Review to Achieve Education Excellence in Australia Schools (Gonski 
2.0 Review), released in April 2018, reinforced and expanded on prior education reform measures 
outlined under the Review of Funding for Schooling (2011 Gonski review). Among the 
recommendations, the 2011 Gonski review promoted two major reforms: 

 The disentanglement of Australian and state government school funding, through the 
implementation of a needs-based funding model to meet student learning requirements. 

 The introduction of the SRS, which provided a formulaic needs-based funding model to replace all 
existing government recurrent school funding arrangements. 

The Australian government committed to these reform measures in the Act. Changes to the legislation 
in 2018: 

 introduced school funding targets for the Australian government based on the SRS 

 adjusted how the SRS would be indexed 

 set transition rates for schools to meet their final SRS target share 

 legislated the conditions of payments to states and territories for schools. 

These legislative changes set the foundation for bilateral agreements signed between the Australian 
government and each state and territory, which outline government funding responsibilities for 
schools. Victoria signed the Agreement with the Australian government on 17 June 2019. 
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Determining school funding 

The Australian government’s school funding commitment is set out in the Act. Victoria’s funding 
responsibilities are outlined in the Agreement. The Act and the Agreement set the Australian and 
Victorian governments’ shares of the SRS.  

Schooling Resource Standard 
The SRS is a funding model designed to replace all previous Australian government recurrent school 
funding arrangements and is intended to: 

 be a more transparent, equitable and needs-based funding arrangement applicable to both 
government and non-government schools 

 achieve greater consistency in the allocation of recurrent funding across the schools. 

The SRS comprises a base level of funding per student, as well as loadings to provide additional 
funding for student and school attributes to meet education needs.  

Figure 5 – SRS components

 
Note: Per student base level funding is the 2020 rate and is indexed annually. 

Source: Australian Department of Education, Skills and Employment. 

In this section 

This section outlines: 
 the SRS, the key determinant of recurrent school funding used by the Australian government 

 school funding commitments made through the Agreement 

 how the Australian and Victorian government will transition to new school funding commitments from 
existing funding levels 

 Victorian legislative requirements that determine school funding levels. 
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Base level funding 
The SRS calculates base level funding per student using net recurrent income per student (NRIPS) 
received by reference schools. 

Figure 6 – SRS base level funding components 

 
Source: Australian Department of Education, Skills and Employment. 

The 2020 base funding per student, for both government and non-government schools, was set at 
$11,747 for primary students and $14,761 for secondary students. 

From 2021, the indexation rate will be floating, set at the greater of 3 per cent, or the weighted 
average of the wage price index for all industries (75 per cent) and the all groups consumer price 
index (25 per cent). 

Most non-government schools receive a discounted SRS base funding amount to reflect the school’s 
capacity to contribute. The capacity to contribute measures the anticipated ability of parents and 
guardians to contribute financially to the operating costs of their children’s non-government school, for 
example the ability to pay school fees. 

The maximum allowable discount for most non-government schools is 80 per cent of the base. Some 
non-government schools are exempt from base discounting, including: 

 special schools and special assistance schools 

 majority Aboriginal and Torres Strait Islander schools 

 sole-provider schools—which are situated in remote areas and have no other schools providing 
the same level of education within a defined distance. 

The government determines a non-government school's capacity to contribute based on a direct 
income measure using the median income of parents or guardians at a school.  

Additional loadings 
In addition to base level funding, the SRS allows for schools to receive additional funds to support the 
needs of disadvantaged students and schools and to account for additional costs of education in some 
contexts. SRS loadings apply for the following schooling attributes: 
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 Student with disability 

 Low English proficiency 

 Aboriginal and Torres Strait Islander 

 Socio-economic disadvantage 

 Location 

 Size 

Bilateral agreements for school funding 
Each state and territory government signed a bilateral agreement with the Australian government 
which outlines their school funding responsibilities. These agreements generally express school 
funding commitments as a share of the SRS. 

The bilateral agreements sit alongside the National School Reform Agreement and bind signatories to 
national policy initiatives related to: 

 long-term education reform on student learning and achievement 

 teacher support 

 improvements in data and the national evidence base.  

The bilateral agreements generally require jurisdictions to work towards achieving the following 
targets, the latest of which occurs in 2029: 

 75 per cent of the total SRS funding to government schools 

 20 per cent of the total SRS funding to non-government schools. 

The Act fixes the Australian government’s commitment targets at: 

 20 per cent of the total SRS funding for government schools 

 80 per cent of the total SRS funding for non-government schools.  

The bilateral agreements define the current and target share of SRS funding to 2023, the transition to 
the target share, and the type of funding counted towards the share. These parameters differ slightly 
between each signed agreement to account for cross-jurisdiction differences in education system 
characteristics, as well as their social, economic and fiscal conditions. 

The primary financial contribution that counts towards the SRS is funding included in the calculation of 
NRIPS. This covers recurrent costs such as teaching and non-teaching staff salaries and school 
operating costs but excludes expenditure on capital infrastructure. 

The bilateral agreements often cover other government costs that are agreed between the parties as 
contributing towards the SRS. They commonly include in-kind contributions for items such as: 

 direct school transport costs 

 capital depreciation 

 regulatory functions 

 curriculum and assessment authorities 

 reform measures outlined in the bilateral agreement which align with the National School Reform 
Agreement. 
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Victoria's SRS funding shares 
Victoria signed the Agreement with the Australian government on 17 June 2019. The Agreement 
established the Australian and Victorian government funding shares of the SRS in 2017 for Victorian 
schools.  

Figure 7 – SRS funding to Victorian schools in 2017 

Per cent Victorian government Australian government Total 

Government schools 67.80 16.68 84.48 

Non-government schools 19.70 76.52 96.22 

Note: These figures are from the Agreement. 

Source: Australian Department of Education, Skills and Employment. 

Victoria's SRS funding transition 
The Agreement sets the transition path from the 2017 starting share of the SRS to the 2023 target. 

Figure 8 – Transition of Victorian government SRS school funding 

Per cent 2017 2018 2019 2020 2021 2022 2023 

Government schools 67.80 67.80 68.02 68.42 68.99 69.68 70.43 

Non-government schools 19.70 19.70 19.76 19.82 19.88 19.94 20.00 

Note: These figures are from The Agreement. 

Source: Australian Department of Education, Skills and Employment. 

The Agreement recognises that Victoria will not be considered non-compliant if the funding amount 
falls short by less than or equal to 0.6 per cent of the total SRS for the sector. 

By 2023, projected Victorian government funding will reach 70.43 per cent of the SRS for government 
schools and 20.00 per cent of the SRS for non-government schools. Under these projections, Victoria 
will meet its target funding commitment for non-government schools in 2023 and be progressing 
toward its 75 per cent target for government schools by 2028.  

Under the Act and Agreement, the overall targets for Victorian schools are: 

 95 per cent of the SRS for government schools—75 per cent funded by the Victorian government
and 20 per cent funded by the Australian government

 100 per cent of the SRS for non-government schools—20 per cent funded by the Victorian
government and 80 per cent funded by the Australian government.

The Australian government committed to meet its funding target for both school sectors by 2023. 
However, schools will receive Australian government funding at different transition rates and 
timeframes depending on their existing funding relative to the SRS. Australian government existing 
funding provided to individual schools can be either below, at or above the required level. 
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For schools funded below the required level, the Australian government will increase funding at a rate 
that reaches its committed funding share by 2023. For non-government schools funded above the 
required level, the Australian government will transition funding at a rate that reaches its committed 
funding share by 2029. No transition arrangements apply to government schools funded above the 
required level.  

Figure 9 – Transition of Australian government school funding 
 

 
Source: Australian Department of Education, Skills and Employment. 

Through these adjustments, the Australian government aims to allocate the same proportion of the 
SRS funding to all schools within the same sector by 2029. 

Government costs counted towards Victoria's SRS share 
The Agreement defines what funding the Australian and Victorian governments can include in the 
measurement of funding contributions as a share of the SRS. These measurements largely comprise 
direct recurrent funding as measured by NRIPS. 

The Agreement confirms that the following state government costs count toward Victoria’s contribution 
requirements: 

 Direct funding to schools consistent with the Australian Curriculum, Assessment and Reporting 
Authority's financial data reporting methodology for state NRIPS. 

 Funding for services delivered by the state government to government schools related to 
curriculum and regulation activity.  

 Expenditure that contributes to the provision of education in schools up to a cap of 4 per cent of 
the total SRS for the government sector each year. This may include, at the state’s full discretion, 
depreciation of capital assets and the School Bus Program for rural and regional Victoria. 

The Victorian government also provides school funding not counted towards its SRS target, including: 

 funding over the 4 per cent limit that counts towards the SRS for provision of education in schools 

 capital expenditure. 
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State legislative requirements 
In addition to the funding commitments set out in the Agreement, the Victorian government is also 
bound under state legislation to provide funding to non-government schools that is at least 25 per cent 
of funding per student provided to governments schools. 

To calculate this, the Victorian government determines the amount of recurrent funding that is 
provided to government schools, which is based on an itemised ‘basket of goods’ designed to capture 
funding directly related to teaching, learning and welfare of students. 

This amount only includes education costs that are also applicable in the non-government school 
sector, and excludes items such as: 

 payroll tax and capital expenditure 

 Australian government funding to government schools 

 funding for programs or initiatives provided to both government and non-government schools. 

The minimum funding level for non-government schools is calculated by:  

 dividing the total government student ‘basket of goods’ funding by the number of government 
school students, then 

 multiplying this amount by 25 per cent to determine the minimum per student amount, then 

 multiplying the minimum per student amount by the number of non-government students. 
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Distributing school funding 

Victorian schools government funding in 2017-18 
In 2017-18, total Victorian schools government funding was $15,290 million, made up of: 

 $10,418 million in Victorian government funding (around 68 per cent)

 $4,872 million in Australian government funding (around 32 per cent).

The distribution of government funding differs by source and school sector.

Figure 10 – Allocation of school funding in 2017-18 

Note: Percentages reflect actual output and capital funding provided by the Australian and Victorian governments. 

Source: Victorian Department of Education and Training. 

The Victorian government provided the bulk of its funding to government schools (62.9 per cent) while 
the Australian government provided most of its funding to non-government schools (66.4 per cent).  

The Victorian government, through the Victorian DET, also provides broader funding and centrally 
coordinated support services for centralised school programs for both school sectors.  

In this section 

This section: 
 models school funding distribution from the Australian and Victorian governments

 uses 2017-18 financial year information to demonstrate the flow of funds against the framework.
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How Victorian schools receive government funding 
The main ways the Australian and Victorian governments contribute to funding Victorian schools are: 

 output funding—which includes recurrent expenditure on school operations, such as staff salaries 

 capital funding—or related grants which includes construction and maintenance of buildings 

 support services—which includes curriculum and centralised programs provided to all schools. 

There are two distinct components to how Victorian schools receive funding:  

 Determination of aggregate government funding levels using the SRS and the Agreement. 

 Distribution of the aggregate funds to government and non-government school sectors by the 
Victorian government and block grant authorities—approved bodies corporate that administer 
Australian and Victorian government grant funding for the purpose of upgrading and constructing 
non-government schools. 

The Victorian DET uses different operating models to facilitate government funding distribution 
between schools across the state. These models differ depending on the source of the funds, the type 
of funds and the type of school. 

Figure 11 – Flow of funds in 2017-18 against the Victorian school funding framework 
        

 
Source: Parliamentary Budget Office.  
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Government schools 
In 2017-18, there were 1,531 government schools in Victoria encompassing over 610,000 students. 
The Victorian DET distributes both Australian and Victorian government output and capital funding to 
government schools. 

Figure 12 – Flow of funds to Victorian government schools in 2017-18 

Notes: Funding amounts reflect actual output and capital funding provided to government schools in 2017-18. The amounts do 
not include $1,000 million in capital funding by the Victorian government for government school infrastructure as this amount 
was not provided to individual schools but was managed by the Victorian Schools Building Authority. 

Source: Parliamentary Budget Office. 

In 2017-18, Victorian government schools received $8,173 million in total government funding. On 
average, each government school received $13,369 per student. 

The Victorian government provides most of the funding for Victorian government schools, around 80 
per cent or $6,550 million in 2017-18. This consists of approximately $6,532 million in recurrent 
funding and $18 million in capital funding. 

The total amount disbursed by the Victorian government excludes $1,000 million in capital funding 
released in 2017-18 for government school infrastructure. The Victorian Schools Building Authority, 
the state body tasked to manage and allocate these capital funds, distributed this funding across 
designated government schools.  

The Australian government also provides funding to government schools via the Victorian DET. All 
Australian government funding provided for government schools is recognised as output funding, 
irrespective of the funding purpose. 

Individual government schools may also generate their own revenue including donations, hire of 
school facilities, and trading operations. 

The Victorian DET allocates both the Australian and Victorian governments funds to Victorian 
government schools using an allocation model called the student resource package (SRP). 
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Figure 13 – Student resource package 

Overview 

The SRP is a model for allocating funding to Victorian government schools and consists of three 
components: 

 Student-based funding—based on student numbers, level of schooling and socio-economic traits.

 School-based funding—funding is for school infrastructure and programs specific to individual schools.

 Targeted initiatives—funding is for programs with specific criteria or for a fixed term.

Source: Victorian Department of Education and Training. 

Non-government schools 
The non-government school sector encompasses over 350,000 students and operates in two ways: 

 System schools—those with common aims, affiliations or educational philosophies.

 Independent schools—those set up and governed on an individual basis.

The Victorian DET receives funding for system schools from the Australian and Victorian governments 
which it provides directly to a system authority (such as the Catholic Education Commission of Victoria 
for Catholic schools). The authority, in turn, distributes funding to schools within the system based on 
their own method of allocation. 

The Victorian DET distributes Australian and Victorian government funding directly to independent 
schools. 
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Figure 14 – Government funding flows to Victorian non-government schools in 2017-18 

Source: Parliamentary Budget Office. 

In 2017-18, Victorian non-government schools received $4,004 million in total government funding. On 
average, each non-government school received $11,419 per student. The Australian and Victorian 
governments recognise all funding provided to non-government schools as output funding, irrespective 
of the funding purpose. 

The Australian government provides the majority of funds for the non-government school sector in 
Victoria. In 2017-18, the Australian government provided Victoria’s non-government schools with 
81 per cent of total recurrent funding and 48 per cent of total grant funding for upgrade and 
construction works. 

The Victorian DET provides funding from the Victorian government to non-government schools 
through specific grant schemes. Recurrent grants, for example, are available to schools annually and 
are allocated by the Victorian DET under the Financial Assistance Model (FAM). Figure 15 provides an 
overview of this model. Targeted and ad hoc grants are made available periodically to achieve specific 
aims. Funding for the upgrade and construction of non-government schools is provided on a grants-
based system for which schools can apply. 

Block grant authorities are approved bodies corporate that administer Australian and Victorian 
government grant funding for the purpose of upgrading and constructing non-government schools. 
Block grant authorities distribute related grant funding to a system authority for system schools but 
provide funds directly to independent schools. 

Other main sources of funding for non-government schools are school fees and donations. 
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Figure 15 – Financial assistance model 

Overview 

The financial assistance model (FAM) is an allocation model consisting of core funding and equity funding 
based on a non-government school’s student profile. It allows non-government schools to autonomously 
determine how most funding received will be spent to meet student education needs and school administrative 
costs. 
Core funding 

FAM core funding comprises: 

 Base funding—allocated on the number of students enrolled in a school, with determined rates
differentiating between year levels and across primary and secondary schooling.

 Additional core funding—allocated on a per student basis to each school to reflect the base cost of
educating students.

Equity funding 

FAM equity funding comprises the following components which are used to allocate needs-based funding to 
schools and students: 

 Wealth modified equity funding—funding allocated based on total enrolments and a per capita rate that
involves assessing each school’s capacity to support its students using income raised privately.

 Students with disability funding—a funding rate is applied to every student with a disability based on the
Nationally Consistent Collection of Data on School Students with Disability (NCCD). NCCD considers the
level of adjustment taken to enable a student with disability to access and participate in education on the
same basis as students without disability. The funding rate differs depending on the level of adjustment
required for the student. This component is the only one where autonomy is not given; it must be used to
provide programs for students with disability. Schools are not obligated to allocate it on an individual
student basis.

 Aboriginal and Torres Strait Islander funding—a per student funding rate is applied for each primary and
secondary school Aboriginal or Torres Strait Islander student.

 Rurality and isolation funding—allocated based on a rurality location index score to school campuses
which considers its distance from Melbourne, the nearest provincial centre with a population greater than
20,000 and the nearest large school.

 Student family background one funding—calculated on the number of students enrolled at the school who
are eligible for funding through the Camps, Sports and Excursion Fund (CSEF). Families holding a valid
means-tested concession card such as a Centrelink Health Care Card or a Pensioner Concession Card, or
temporary foster parents, are eligible to apply for the CSEF. Eligible parents must apply for CSEF funding
for the school to receive funding under this component.

 Student family background 2 funding—calculated on a student’s family’s education and occupation.

Source: Victorian Department of Education and Training. 

Funding support for all schools 
In addition to directly attributable school funding, the Australian and Victorian governments provide 
funding for centralised services that benefit both government and non-government schools. The 
Victorian DET administers and manages these funds. 

One example of a centralised service benefitting all schools is the delivery and management of an 
information technology system program that is standardised across the sector. Another pertains to the 
implementation and management of support services required by such regulatory authorities as the 
Victorian Curriculum and Assessment Authority. 
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Other types of services covered by this funding category include: 

 administration costs – in the Victorian DET's head office and across the regions 

 employee housing 

 centrally reported costs for capital asset charge and depreciation expenses 

 student transport 

 leases 

 information technology licences 

 Victorian Regulation and Qualifications Authority 

 insurance and copyright 

 research 

 school internet services. 

These services are available to all schools in Victoria and are used to varying degrees. 

Figure 16 – Funding support for all schools 

 
Source: Parliamentary Budget Office. 

Each student in the state costs the government about $3,237 in support funding. 
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 — School enrolments in 2017-18 
We estimated school enrolments for the 2017-18 financial year using publicly available information on 
school enrolments in the 2017 and 2018 calendar year. 

Figure 17 – Government school enrolments in 2017-18 

Government schools 

2017 enrolments 603,795 

2018 enrolments 618,847 

Estimated 2017-18 enrolments Average of 2017 and 2018 enrolments: 611,321 

Source: Victorian Department of Education and Training. 

Figure 18 – Non-government school enrolments in 2017-18 

Non-government schools 

2017 enrolments 348,383 

2018 enrolments 352,822 

Estimated 2017-18 enrolments Average of 2017 and 2018 enrolments: 350,603 

Source: Victorian Department of Education and Training. 
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