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INTRODUCTION

The Students' Association of Flinders University welcomes the opportunity to make a submission to the Senate Employment, Workplace Relations and Education References Committee inquiry into the higher education funding and regulatory legislation.

Our submission is informed by the needs and interests of our members, students enrolled at the Flinders University of South Australia. At the core of our submission are the Students' Association’s policies, regulations and constitution. As a participatory democratic organisation which is accountable to all of its members, we are committed by all these items of legislation to a higher education sector which is:

· a genuine mass system open to all those who would benefit from participating in it at some time(s) in their life;

· a system that encourages participation for intellectual inquiry as well as vocational reasons;

· a system that strongly encourages lifelong learning;

· a system that is strongly articulated with other post-secondary systems to maximise credit transfer; and the recognition of prior learning both on a national and global level;

· a system that meets community expectations about equity, quality and student success;

· a system that encourages the progressive redistribution of income, wealth, prestige and power to a more equitable distribution;

· a system that encourages co-operation and collaboration rather than competition;

· a fully free system so that no one will be financially penalised for participating in higher education;

· a system that encourages regular small group discussion between students and staff for all courses;

· a system that allows students sufficient time outside of formal assessment for intellectual reflection and participation in campus social life;

· decision making inside universities to be based on committees of equal numbers of students and staff and a role for mass university meeting;

· a system based on ethical priorities for research.

This submission, which is framed by the above policy, will seek to address some areas of concern to our members in the Government’s proposed budget changes to higher education. The submission places particular focus on the following areas of the budget:

(a) The new university-funding model advanced by the Government and its likely financial impact on universities,

(b) The financial impact of the new student fees arrangements and their likely impact on universities and students,

(c) The likely impact, both financial and cultural, of proposed industrial relations, governance and VSU reforms.

PUTTING THE $1.5 BILLION FUNDING INCREASE IN PERSPECTIVE

Backing Australia’s Future makes much of its $1.5 billion funding increase to higher education. This will be implemented over the next four years (the government claims) as a response to the prevailing view amongst many in the Australian community that higher education is significantly under-funded. It is important to stress from the outset however, that this funding is too little, too late. The $1.5 billion will barely address the stagnation experienced by the sector after seven years of budgetary neglect by the Howard government.

Since 1996 total university revenue has risen by 17.6% in real terms. Total student load, however, has increased since 1996 by 25.8%. This has effectively eroded any opportunity for increased funding per EFTSU (Equivalent Full Time Student Unit). 

Growth in revenue has primarily occurred as a result of increased HECS and ancillary fee revenue. Students’ contributions to university revenues have risen continually since the introduction of HECS in 1989. The most marked increase occurred after the introduction of differential HECS rates in 1997 – an increase in share contributed from 23.6% in 1995 to 37.2% in 2001.
 

Concurrent with this increase in student contributions has been a substantial decline in Commonwealth funding to universities. The share of university revenue contributed by the Commonwealth has fallen from 57.2% in 1995 to 43.8% in 2001.
 The real value of university operating funds from the Commonwealth (including HECS) has fallen from $13,013 per subsidised student in 1996 to $11,840 in 2001 – a cut of $1,173 per student. If we take out HECS (which is paid by the student and therefore not a cost to the Commonwealth) and look at the actual government contribution alone, it has fallen from $11,687 in 1996 to $9,362 in 2001 – a cut of $2,325 per student (or overall $996 million).

Decline in funds per student has introduced significant financial pressures into the higher education sector, compounding other costs such as the introduction of information technology, and teaching and research resources. Wages growth has probably been the most significant financial pressure upon university operating budgets. There has been a long-term trend for academic salaries to decline relative to average weekly wages. This decline has been around 25% since the early 1980s.
 The Federal government, not unions, has been the major cause of industrial relations problems since its decision to alter the way university operating grants were indexed to take into account salary increases. 

In 1996 the Howard government elected not to restore a previous Commonwealth practice of supplementing budgets for the full amount of any agreed wages rises. Rather, the government indexed operating grants according to the Cost Adjustment Factor (CAF), which comprised the agreed wages safety net adjustment rate, and the CPI. According to this indicator, wages components of the operating grants have been increased by 1.65% annually. Since 1995, however, the average agreed wages increase has been 4% annually (about $200 million). This has led to a compounding $150 million shortfall in wages annually.

Universities have been forced to meet the costs of these unfunded wages increases. This has had an effect as significant as cuts to university operating grants:

“The real accumulated cut in Commonwealth funding to universities is in the order of $3.5 billion, in year 2000 prices, between 1996 and 2001. On that basis, real Commonwealth funding to higher education is now some 20 percent below that of 1996.”
 

The $1.5 billion funding increase, when considered in this light, rings decidedly hollow.

A NEW FUNDING MODEL: THE COMMONWEALTH GRANTS SCHEME

Backing Australia’s Future acknowledges “substantial increased public investment is required to secure the future [of the higher education sector].”
 To achieve this investment the Government has developed a new funding model for universities – the Commonwealth Grants Scheme (CGS). 

From 2005 the Commonwealth Grant Scheme (CGS) will replace the current base operating grants (BOG) system. The Commonwealth will provide a contribution, set by discipline, towards the cost of an agreed number of Commonwealth supported places actually delivered in a year. The remainder of the cost of providing each student place will be funded by the student through a HECS contribution.

Each university that receives funds under the CGS will enter into a Funding Agreement with the Commonwealth. Annual negotiations will take place over the number of places and the discipline mix the Commonwealth will support. Supported places are undergraduate, postgraduate non-research and enabling courses. The agreement will be negotiated in the context of each university’s mission and strategic direction for course provision. It is unclear how much influence the Commonwealth will exert over the discipline mix of individual universities. Funding agreements may be used by the Commonwealth to enforce a narrow specialisation on many of what the Commonwealth sees as ‘unprofitable’ universities.

The Commonwealth funding per student place, known as the Commonwealth Contribution has been calculated by DEST to include an additional increase in loading of 2.5% per student place from 2005. This will increase to 7.5% by 2007, but access to the incremental increases will be totally conditional upon the implementation of highly controversial industrial relations and governance reforms by universities (see IR and Governance section below). This increased loading amounts to around $404 million, or about one-third of the $1.5 billion funding increase.

Table 1. Differential Funding Under CGS

	DISCIPLINE
	COMMONWEALTH CONTRIBUTION

	Law
	$1,509

	Accounting, Admin, Economics, Commerce
	$2,481

	Humanities
	$4,180

	Mathematics, statistics
	$4,937

	Behavioural Science, Social science
	$6,636

	Computing, Built Environment, Health
	$7,392

	Foreign languages, Visual and Performing Arts
	$9,091

	Engineering, Science, Surveying
	$12,303

	Medicine, Dentistry, Vet Science
	$15,422

	Agriculture
	$16,394

	Education
	$7,278

	Nursing
	$9,733


Financial impact of CGS arrangements on universities

So how much money does the new Commonwealth Grants Scheme deliver to universities, and will it address the stagnation experienced by the sector after seven years of budgetary neglect? It is possible to estimate the impact of the new funding arrangements on university operating income by undertaking a comparison with current funding arrangements adjusted in real terms to 2005 levels.

Current Funding Arrangements

Universities are currently funded by the Commonwealth through the allocation of ‘block’ (lump sum) grants based on a negotiated student load. Students then contribute to the cost through HECS. The majority of operating funds universities receive from the Commonwealth are in the form of base operating grants (BOG). A university’s operating grant in any given year is calculated using the previous years operating grant and adjusting that for changes in student load and cost indexation. Since 1996 the majority of Commonwealth subsidised growth EFTSU places under BOG have been funded at an average rate for all students regardless of discipline.

BOG can be calculated as: Base operating grant in previous year + (additional student load x average funding per student).

DEST Higher Education Report for the 2003 to 2005 Triennium estimates total base operating grants to total $4,305m in 2005, funding 377,260 EFTSU. Therefore on a per undergraduate student basis this is equal to $11,412 per EFTSU.

The Commonwealth Grants Scheme

DEST has calculated the new rates of Commonwealth Contribution as the difference between the cost of providing a university place for each discipline and the equivalent HECS charge that would have existed in 2005 under the current funding arrangements.

Therefore the new CGS funding arrangements = Commonwealth Contribution + HECS equivalent fees.

Using this calculation it is possible to estimate the impact of the new funding arrangements on university operating income.

Backing Australia’s Future contains estimates for 2005 of both Commonwealth contributions and HECS equivalent charges. DEST, as mentioned above, has calculated the Commonwealth contribution to include:

· 2.5% additional loading (part of the $404 million additional loading conditional on IR and governance reforms).

· $642 additional funding for each nursing and teaching place as part of the national priorities program.

These programs will need to be subtracted from the Commonwealth contribution if the new funding model is to be compared with BOG (the current funding arrangements do not contain these programs). This will determine the baseline Commonwealth Contribution.

The table below indicates the baseline operating income per student under the new funding arrangements. The table assumes that universities will charge 2005 HECS rates as detailed in Backing Australia’s Future, with no increase. The table also assumes that baseline operating income is calculated by adding the baseline Commonwealth Contribution and the 2005 HECS equivalent charges.

Table 2. CGS funding per undergraduate student in 2005 

	Discipline Cluster
	Commonwealth Contribution
	Baseline Comm Contribution
	HECS 2005 Equivalent
	Baseline Operating Income per Student

	Law
	$1,509
	$1,472
	$6,427
	$7,899

	Accounting, Econ, Commerce
	$2,481
	$2,240
	$5,490
	$7,910

	Humanities
	$4,180
	$4,078
	$3,854
	$7,932

	Maths
	$4,937
	$4,817
	$5,490
	$10,307

	Behavioural Science, Social Science
	$6,636
	$6,474
	$3,854
	$10,328

	Computer, Built Environ, Health
	$7,392
	$7,212
	$5,490
	$12,702

	Languages, Visual& Performing Arts
	$9,091
	$8,869
	$3,854
	$12,723

	Engineering, Science
	$12,303
	$12,003
	$5,490
	$17,493

	Medicine, Dentistry, Vet Science
	$15,422
	$15,046
	$6,427
	$21,473

	Agriculture
	$16,394
	$15,994
	$5,490
	$21,484

	Education
	$7,278
	$6,474
	$3,854
	$10,328

	Nursing
	$9,733
	$8,869
	$3,854
	$12,723

	Weighted Average
	
	
	
	$10,935


Funding per EFTSU is considerably varied under CGS. Large enrolment courses such as Humanities and Social Sciences will receive significantly less funding per student. Overall, the CGS funding model will deliver less funding to the higher education sector. The weighted average funding under the CGS arrangements calculates as $10,935 per EFTSU. This is $477 less per student than would exist under the current (BOG) funding arrangements ($11,412 per EFTSU).

DEST Higher Education Report for the 2003 to 2005 Triennium estimates there to be around 400,000 EFTSU, including Commonwealth supported post-graduate coursework places, in 2005. A cut in funding of $477 per student will translate into an overall reduction in funding to higher education of $190 million in 2005 alone. When CGS and BOG are adjusted to allow for annual indexation of 2.1% over the period 2005-2007 we have the following reduction in funding which can be paralleled with Commonwealth expenditure during the same period:

Table 3. Reduction in funding under CGS

	
	2005
	2006
	2007
	Total 2005-2007

	Reduction in funding (BOG – CGS)
	$190.7m
	$194.7m
	$198.8m
	$584.2m

	Commonwealth expenditure under Backing Australia’s Future
	$249.3m
	$486.2m
	$661.7m
	$1397.2

	Genuine new funding under Backing Australia’s Future 
	$58.6m
	$291.5m
	$462.9m
	$813.0m


Through the new CGS funding arrangements the Commonwealth appears to be clawing back around $584.2 million from universities over the period 2005-2007, and then returning it in the form of new Backing Australia’s Future initiatives (weighted mostly towards 2007). Approximately 40% of the new Commonwealth initiatives over the period 2005-2007 appear to be financed through the ‘clawed back’ funds. It is worthy to remember that most of these clawed back funds will be returned with strings attached – that is universities will get their money back only if they enact industrial relations and governance reforms.

Marginally funded student places

According to the Federal Education Minister $347.6m will be set aside to phase out the existing marginally funded student places and convert them into fully funded student places over 3 years from 2005.
 Marginally funded places are the over-enrolments that many universities use to meet increased market demand for places at a time when the number of fully funded places has fallen or remained static. This is an economically unsustainable practice and has exacerbated financial pressures upon universities at a time of funding decline. At face value the government’s extra funding commitment in this area is welcome.

Impact of phasing out marginally funded student places

According to the Department of Education, Science and Training’s own research, last year there was 32,232 marginally funded places nationally.
 The number of new fully funded places budgeted under Nelson’s initiative is only around 24,883 – a shortfall of around 6,700 less existing HECS places than last years’ actual number. This means that increased numbers of eligible school leavers will miss out on a university place.

To be eligible for conversion to fully funded places under this initiative, universities must reduce their over-enrolled load down to 2% of agreed undergraduate target load over the three-year transitional period, or face severe financial penalties. 

What this means in effect is that universities (in order to avoid penalties) will need to begin cutting HECS places next year rather than in 2007 when the replacement funded places become available. This will be necessary to avoid the ‘pipeline’ effect (currently enrolled students have to be allowed to complete their degrees). A University of Sydney report recently leaked to the Sydney Morning Herald stated:

“It will be necessary therefore to have a substantial across the board reduction in 2004 to ensure, with pipeline effects, that the University’s over-enrolment is down to 2% by 2007…indicatively cuts of at least 10% will be needed.” 

Flinders University currently has around 729 marginally enrolled places. To reach the 2% target load (144) without substantial additional funding, the university may need to scrap at least 585 HECS places – a massive cut.
 It is unclear how the University (assuming Nelson’s legislation passes through the Senate) would go about this cut in HECS places. Likely responses may be increased preclusion, failings and cutting of ‘unprofitable’ courses. The University may also raise entry marks in an effort to reduce demand.

The marginally funded places initiative may represent a gross oversight in DEST economic modelling. Alternatively this initiative may in fact be a calculated attempt to drive down student numbers and force newly enrolling students into full-fee places. This policy move will particularly disadvantage lower socio-economic and marginalised groups attempting to access higher education. These groups will face stiffer competition for university places from well-resourced private school students. These students are statistically more likely to be able to achieve the marks for a HECS place, AND afford the costs of full-fee places. 

Students from marginalised groups may find themselves forced into full-fee/student loan options that will ensure a lifetime of debt and reduced graduate options relative to the rich and publicly subsidised. Students from marginalised groups, with less time and resources at their disposal, may also find themselves victim to more strident preclusion and failing regimes from faculty administrators eager to reduce their marginal enrolments.

STUDENT FEES

A shift to the new CGS funding model will have both serious financial implications for universities, and significant flow-on effects to students. Universities may be forced to make up for the shortfall in operating funds through a range of measures that are certain to include increased contributions from students. The government appears to have anticipated the shortfall in operating funds by developing two core student fees programs. These fee programs will take the form of expanded domestic up-front fee (DUFF) places and increases in HECS charges.

Up-front Fees

Under the Backing Australia’s Future package the Commonwealth will allow universities to increase the percentage of their undergraduate student load from 25% of course enrolments up to 50%. Medicine will be excluded, DUFF places in this case being limited to 10%. As an ‘equity’ measure the Commonwealth will provide a higher education loans program (FEE-HELP) to cover the cost of full fees. This loan will also be available to postgraduate coursework places (in the place of PELS). Students may borrow up to a maximum of $50,000. Debt accrued under the FEE-HELP program will be indexed to the Consumer Price Index (CPI) plus a 3.5% market interest rate. This effectively means a real interest rate of around 6.5%. This rate of interest will apply for 10 years before returning to indexation by the CPI. If students on the FEE-HELP program have an existing HECS debt this will be repaid first. This will significantly compound the cost of the FEE-HELP loan for graduates.

Impact of FEE-HELP on universities

Many universities will take up the opportunity to increase up-front fee places as a means of expanding their revenue base. A number of factors will complicate institutions ability to effectively implement the FEE-HELP program however. Market considerations may limit smaller and regional institutions ability to implement full-fees, for fear of driving market share towards higher prestige (and what enrolling students may see as ‘better value for money’) sandstone universities.

Limiting the FEE-HELP loan to $50,000 may also pose problems for some universities. This may put a limit on the level of fees the university is prepared to charge. Many degrees are costed at well above the $50,000 level. Unless students prove willing (and able) to obtain commercial loans to cover the difference, the university will need to subsidise a substantial proportion of the cost of the student place. 

Impact of FEE-HELP on students

FEE-HELP will have a significant impact on future students accessing full-fee paying places. Statistically, students from elite private schools are far more likely to gain access to HECS funded places. Only 11% of students from government schools achieved ENTER (Equivalent National Tertiary Education Rank) scores of 90 or more whilst 51% of private school students achieved this score or above.
 

Large numbers of DUFF places creates the potential for students of high SES backgrounds to maximise their returns by competing for (and swallowing up) the limited HECS places, leaving the disadvantaged with the full fees. This would lead to the perverse situation of the economically advantaged receiving a cheaper education than the disadvantaged. 

The FEE-HELP loans offered to cover the cost of full fees may provide the only avenue for aspiring members of disadvantaged demographics to gain access to high demand, higher status courses – even if it does mean incurring a lifetime of debt. This debt could be exacerbated if students use up their $50,000 entitlement and are forced to access commercial loans to complete their degrees. The experience of student loans in New Zealand has shown that financial institutions have been unwilling to grant undergraduates loans due to their relative lack of capital.

Increasing levels of student debt may also prove to be a poor economic policy choice at a time of escalating household debt:

“A number of financial institutions have expressed concerns that low interest rates in recent years have fuelled an unsustainable national debt blow-out. The build up in financial liabilities makes households more exposed than previously to adverse economic conditions, such as the slowing of the economy or an increase in interest rates.”

Increases in HECS

The existing HECS system will be absorbed into the Higher Education Loans Program, and will become known as HECS-HELP. From 2005 each university will be able to increase its own student contribution levels for Commonwealth supported places – by a maximum of 30% of projected 2005 HECS levels. The maximum fee will not increase for teaching and nursing courses, as these are now viewed by the government as national teaching priorities. 

Table 4. HECS arrangements from 2005

	
	Projected 2005 HECS levels
	Maximum HECS 2005 (a)

	Band1

(medicine, law, dentistry, veterinary science)
	$6,427
	$8,355

	Band 2

(accounting, commerce, administration, economics, maths, statistics, computing, health, engineering, science)
	$5,490
	$7,137

	Band 1  (b)

(humanities, arts, behavioural science, social studies, languages, visual and performing arts,)


	$3,854
	$5,010


(a) HECS contribution factored at the maximum 30% increase permitted to universities.

(b) Education and nursing, located in Band 1, will not increase

To meet the HECS increase, students will be able to draw on the HECS-HELP loan, in the same way as occurs now. As a sweetener to students the government has raised the repayment threshold for HECS-HELP from $24,365 to $30,000 effective 2005-06. This repayment threshold will apply to all HELP loans.

Discounts for payment of HECS upfront will drop from 25% to 20%. The new look HECS will not apply to current HECS students or those who enrol in 2004 until 2008. The higher repayment threshold, changes to discounts and increase in maximum repayment rate will apply to existing HECS debt from 2005.

Time limits on degrees

All eligible Australians will receive a maximum learning entitlement of 5 years of equivalent full-time higher education, with an extension beyond five years where a student is undertaking an initial undergrad course or pathway in which the normal enrolment period is longer than 5 years (for example Medicine at Flinders University or double degrees).  

Impact of HECS-HELP on universities

The HECS-HELP program is a significant shift away from the original intentions of the Higher Education Contribution Scheme. As the name suggests, HECS was a nominal contribution made by the student towards the wider cost of their education. Prior to 1996 HECS was set at a flat rate of $2,442. In 1997 the Commonwealth introduced higher and differential HECS, set according to disciplinary band. This resulted in an increase in HECS charges of 65% in real terms.
 The HECS charge is currently fixed by the Commonwealth, with student repayments made through the taxation system to the Commonwealth and then returned to universities in the form of base operating grants (BOG). 

The new HECS-HELP program will, in the government’s words, establish a “partially deregulated system of higher education”.
 Universities will be free to set their own fee levels up to a maximum of 30% above current HECS rates, and repayments will be made direct to the institution rather than the Commonwealth. This ‘partial deregulation’ will achieve two aims: Firstly, to further develop a higher education market built around competition between institutions, and; secondly, to shift the cost of training a skilled workforce from government and industry to students.

The rate and extent of HECS increases is likely to vary between universities, contingent on factors such as market share, equity considerations and strategic priorities. High prestige/ well resourced universities may respond in a number of ways to fee deregulation. These universities may simply implement a 30% across-the-board fee increase as recently occurred at the University of Sydney.
 Alternatively some of these universities may attempt to draw market share away from their less well-resourced competitors by maintaining low fee levels in some courses. Most universities, however, are likely to introduce the full 30% increase in HECS charges in high demand courses. If this occurs, there is also the possibility that a number of universities in the same region will guarantee their respective market share through colluding to form a ‘fee cartel’.

Economic modelling conducted by the National Tertiary Education Union (NTEU), however, suggests that a sector-wide increase in HECS charges of at least 10% will be required simply to maintain current levels of funding under the new CGS arrangements.

Impact of HECS-HELP on students

The government argues that graduates should make increased contributions (via fees) to higher education on account of the relative financial advantages they will gain over secondary school graduates upon entering the workforce.
 

This financial advantage has been overstated however. Australia is already a high student fee, low graduate benefit country. A study conducted by the Business council of Australia, drawing on OECD data, found that those with university qualifications earn on average 36% more than those with secondary school qualifications. The OECD average for university graduates incomes is 60% above that of secondary school graduates, with the UK (71%) and USA (80%) being the highest.
 Aside from unfairly lumping the financing of the system on students, high levels of student fees and low graduate return may well be contributing to labour market problems in low private benefit industries. 

The government claims that under the new HECS arrangements students will be contributing on average approximately 26.8% towards the cost of their education from 2005.
 The NTEU disputes this figure. According to the union’s research students (2002) contribute an average of 39.7% towards the cost of their degrees – up from 19% when the Howard government was first elected.
 This has largely been a result of the introduction of differential HECS and increases in the HECS rate. 

The DEST Higher Education Report for the 2003 to 2005 Triennium shows that in 2002 total Government Operating Grants to universities (subsidised student places) was $4,495 and total HECS liabilities was $1,786. This creates an average student contribution of 39.7%. Contributions do vary significantly according to course – law being the highest at 80%, with arts and humanities at 48.3%.

The New Zealand experience indicates that high fees encourage a short-term approach by students that ultimately exacerbates labour market problems.
 In order to maximise their financial investment, students will choose degrees that are perceived as leading to high paying occupations. This has distorted enrolments in degrees with high course material costs such as science, which is not seen as rewarding graduates with high paying careers.

The impact of increased HECS charges upon participation in higher education, particularly by disadvantaged groups, has been a contentious issue. Research conducted by Phillips Curran (2003) has found that the introduction of HECS in 1989 did not appear to meaningfully effect demand for higher education services. The rate of HECS deferral actually declined steadily until 1996, partly driven by an increase in the up-front discount rate from 15% to 25%.
 These findings appear to confirm earlier studies such as Andrews (1999).

Since the introduction of differential and increased HECS charges in 1996/97 a different picture has begun to emerge however. There is now:

“…growing evidence both in Australia and overseas that as costs rise, student behaviours and enrolment patterns are increasingly being influenced by the expense of undertaking university study, especially amoung disadvantaged groups.”

Since 1997 deferral rates have increased steadily suggesting that students’ capacity to pay up-front is becoming increasingly sensitive.
 The Phillips Curran study has found that South Australia and Tasmania, the States that record the lowest average household income and the highest percentage of population classified as socio-economically disadvantaged, have the highest rate of deferral – 82% and 88% respectively. The national average is around 78%
 

A draft DEST paper HECS and Opportunities in Higher Education (2002) released one week before the deadline for this submission has also found some indicative evidence that HECS charges are impacting negatively on participation in higher education. This study found that the introduction of differential HECS has reduced demand for higher education amoung school leaver applicants by around 9000 persons per year, and mature age applicants by around 17,000 per year.
 The study has also found that growth in HECS charges is likely to increasingly interact in the future with other factors such as household debt to act as a deterrent to study.

Time limits on degrees are another policy move that may have negative repercussions on the economically disadvantaged. Despite being capped at 5 years, the government does include allowances for longer and pathway degrees. Nevertheless the time limit may lead disadvantaged or debt wary students to choose cheaper (and shorter) degrees over longer, vocational degrees. Decisions to continue studies into Honours and postgraduate levels may also be affected, should students not want to incur further debt with FEE-HELP. Students changing degrees part way through their term of study may also be stranded part way through and forced to pay full fees to complete. The five year entitlement may also act as a disincentive to retrain and will ultimately undermine the concept of lifelong learning.

INDUSTRIAL RELATIONS, UNIVERSITY GOVERNANCE REFORM AND VSU 

As mentioned above universities’ access to a significant proportion ($404m) of the $1.5 billion funding increase will be conditional on compliance with industrial relations and governance reforms. The Students' Association of Flinders University, like many in the higher education sector, is alarmed at the nature of these reforms and the decision to tie substantial funding to their implementation.  

Industrial relations

The Federal government will seek to amend the Workplace Relations Act 1996 to strengthen the power of the Industrial Relations Commission to end industrial action by university staff where it effects ‘vulnerable third parties’. This is ostensibly to protect the welfare of students and the national interest. These amendments are scheduled for 2003-04.

The government will also introduce a workplace productivity program to encourage universities to pursue a broader workplace reform agenda that utilises the flexibilities available under the Workplace Relations Act 1996.

Key IR reforms include:

· Individual contracts for staff

· Salary and conditions tied to productivity and performance-based arrangements

· More direct relationships with employees

The government will provide $55.2 Million over two years from 2006 for this programme. The incremental increases in funding under the Commonwealth Grant Scheme will be conditional on implementation of workplace reform.

Impact of industrial relations reforms

The Government argues that selfish university staff unions are harming workplace productivity and international competitiveness through processes of ‘pattern bargaining.’ Pattern bargaining has been a strategy employed by the NTEU. The union will focus on universities with strong union branches in order to establish national benchmarks for enterprise bargaining outcomes. The NTEU national office will then override any enterprise bargaining deals negotiated by weaker branches that are substantially below the benchmark.

The Government argues that this collective process has lead to excessive wage increases that universities cannot afford. Its answer is to shift industrial relations from a collective process to a process built around individual contracts. As mentioned earlier, the Commonwealth’s decision not to index university operating grants to wages growth has been a major factor behind both declines in university operating revenue, and escalating industrial unrest.

Governance reform

The Federal Government argues that on account of universities multi-million dollar budgets they must be run in a business-like fashion. Large governing bodies and representative democracy (members who act as delegates or representatives of particular constituencies) are viewed by the Government as ‘anachronistic arrangements’. To address these issues the Government has established National Governance Protocols for universities. The key features of the Protocols (foreshadowed in the Nelson Review) are:

· Downsizing university councils, with the number of members capped at 18

· The majority of these council members must be external to the institution. They also must be ‘independent’ and hence not a member of Commonwealth, State or Territory parliaments

· At least two members must have financial expertise and at least one member must have commercial expertise

· Members should be bound to “act solely in the interests of the university rather than as a delegate or representative of a particular constituency” 

The incremental increases (from 2005) in funding under the Commonwealth Grant Scheme will be conditional on implementation of these Protocols. The Federal government will require each State and Territory to agree to these Protocols and pass relevant legislation if the increased funding is to be delivered. The Federal Government has scheduled the implementation of these Protocols for 2003.

In 2003 the Government will also establish an Association of Governing bodies of Australian Universities to improve capabilities of university leadership and promote managerial development.

Impact of governance reforms

The Federal Government’s proposed National Governance Protocols argues that university councils are oversized and lack the appropriate business and management skills necessary for the administration of their multi-million dollar budgets. Backing Australia’s Future argues for university councils to be reduced in size to 18 members, the majority of which will be ‘independent’ external (read: business) representatives.

In reality uni councils have already undergone significant structural change. In 1996 a then Liberal Government of South Australia pushed legislation through parliament that altered the size and composition of the State’s 3 universities. Flinders and Adelaide councils were reduced from 34 and 35 members respectively to 21 – student and staff representation taking much of the brunt of the cuts. UniSA council was already 21 members. External representation was also increased at all three unis, giving external members a more powerful voting position than students and academic and non-academic staff. All three unis Acts stipulate that at least one of the external members must have qualifications and experience in financial management.

The requirement under the protocol for council members to be trustees of the institution “and act solely in the interests of the university rather than as a delegate or representative of a particular constituency”,
 should be viewed with particular concern by students and staff. This will be tied to the Corporations Act to permit the removal of any member of the council who is in breach of the ‘trustee’ requirement.

The Federal Government is likely to use its National Governance Protocols as a mechanism to remove student representation from university governance. This is in fundamental contradiction with principles of representative democracy on campus. Students’ Association representatives sit on university councils to protect and promote the interests of their members – a large, but relatively powerless grouping within the institution. Students finance a significant proportion of university operations. With the government’s partial deregulation of HECS and DUFF places, student contributions are set to rise as a proportion of the costs of their education. Students are significant stakeholders.

In a letter to the Students' Association dated 5 August 2003 Dr Jane Lomax-Smith, State Government Minister for Employment, Training and Further Education, confirmed that the South Australian Government:

“…is committed to staff and student representation on university governing bodies…[and] will not accept protocols that diminish the vital role played by staff and students in the governance of South Australian universities.”

SAFU policy on University Governance is opposed to more corporate, managerial styles of university governance, particularly forms which diminish student representation:

“The Students' Association believes that good university governance should be based on the principles of participatory democracy, where constituent groups can fully participate in the making of decisions. The advantage of governance based on the participation of the stakeholders in university decision making include:

• ensuring greater accountability by widening and improving access to information and facilitating feedback about the impact, effectiveness and implementation of policies and decisions from constituent groups

• more informed educational decisions, made by those in a position to make judgements about educational processes, and decisions which are responsive to the needs of constitutive groups

• fostering a greater sense of academic community and co-operation, where students and staff feel that they can shape and influence decisions which affect their day-to-day work and study

• utilising the wide experience and expertise possessed by constituent groups, leading to more effective implementation of policy and decisions, and more effective strategic planning

• reducing disputation, as constituent groups are more informed of decisions taken, and are able to shape the outcome of decisions and policy changes.”

- SAFU POLICY – UNIVERSITY GOVERNANCE

An alternative policy outcome for the Federal Government and compliant university administrations may well be to limit student representation to one office bearer. When coupled with formal professional development programs, this would effectively guarantee a powerless, co-opted student member of council. This member may well find themselves under pressure from both admin and their own constituency. Under the Protocol councils would be bound to make decisions that are financially beneficial to the university but detrimental to key stakeholders if the need so arises.

In an act of blackmail, the government is making the incremental increases in CGS grants conditional on implementation of the Protocols. This will place State governments in a difficult position as most university governance is regulated by State legislation. Uni administrations eager to get their hands on additional funds will likely exert heavy pressure on State governments to legislate these reforms by next financial year.

Voluntary (anti-) student unionism legislation (vsu)

The Federal government claims it has received numerous representations from individuals claiming they have been forced to join, and financially support, a student association when they are either opposed to its activities or indifferent to its services. The government claims that these are the only compulsory up-front fees in the country. To address the concerns of these individuals the government will introduce VSU legislation. 

This legislation (no schedule of implementation given yet) will make membership of student organizations voluntary. Universities will not be able to collect fees that are not directly related to course costs. Universities that breach the legislation will be penalised. The government may also consider tying VSU to the conditional funding arrangement that exists for industrial relations and governance legislation.

Having failed in its attempt to implement VSU through the ACCC, the federal government is set to again introduce VSU legislation in parliament. No time frame has been given, but the issue will prove contentious and will likely encounter difficulties in the Senate. Nevertheless, student representatives should take this threat very seriously.
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