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Introduction
The SRC opposes the proposed Postgraduate Education Loans Scheme (PELS) of income contingent (HECS like) loans for fee paying postgraduate students undertaking non-research courses. 

Our concern centres on the high and uncapped level of fees that will be covered by this new scheme. The difference between HECS and this new scheme for postgraduate course work student is that these students will be able to borrow up to the limit of the tuition fee set by the University (rather than the Government) and that these fees may have no (or very high) upper limits. Already high rates will increase.

This will have a number of inequitable effects: 

· creating huge levels of individual debt, 

· excluding those already disadvantage in terms of access, 

· distorting course offerings, 

· diverting government expenditure in the short term,

· and building up massive long term problems of levels of debts owed to the Government

It would act as a model for the introduction of such a scheme for  domestic undergraduate fee payers and ultimately for an uncapped 'market' of significantly higher HECS fees for all undergraduates, thus multiplying these problems many times over.( No doubt argued for on the basis of equity of treatment across these groups.)

The SRC calls on the Government to deal with the problems of declining enrolment and access by funding undertaking non-research postgraduate courses through the standard HECS system as part of a shift towards a return to cheaper and ultimately free Higher Education. 

History 

In the 1980's these courses had no fees at all. In the 1990's some at least had a HECS 'scholarship' arrangement whereby certain courses were funded through a standard HECS arrangement. More recently these places have almost entirely disappeared and institutions, with the active encouragement of Government, have used these courses as means to generate fee income to supplement the significant decline in per EFTSU funding by the Commonwealth.

Many of these non-research courses are vocationally oriented courses. A number of them have been upgraded to postgraduate courses by Universities desperate to gain up-front fee income. 

As a result of the high level of fees and lack of affordability of many courses the market has fallen 6% since the introduction of fees.

Even so, some institutions with prestige and relatively higher resources can charge significant levels of fees. At the University of Sydney most Masters courses are in the range of $7, 200 to $13, 200 per annum. 

Other particularly regional institutions are not able to command these prices and are thus often unreasonably disadvantaged by the nature of the market.

The uncapped nature of the proposed PELS means that there is now an incentive for Universities to price their courses as highly as possible.

Individual Debt

For some these high rates will be masked by deferred nature of the proposed scheme. There is a significant danger that some young and unwary students will make poor choices and be drawn into extensive and significant debt (on top of their existing HECS debts) with potentially devastating effects on them later. This would be compounded if they are unable for reasons beyond their control to complete their courses and benefit from any additional earning potential the courses might have brought. 

Exclusion

Many of these postgraduate courses are now used as barriers to enter certain vocations or employment fields, so that students cannot work in these fields without the training provided by the course. 

Sometime the course acts as a 'positional good' whereby the credential (useful or not) is used by employers as the primary criteria for selection for jobs. The pricing of courses by institutions becomes disengaged from the quality or content of the course. Students can become captive to this process.

Some students will feel they have limited choices and will do certain courses if the can afford it . Other, generally poorer, potential students who are deterred by the level of debt will excluded from courses and certain field of employment. Woman will also continue to be disadvantaged in terms of access to postgraduate study by debt aversion and the market 'self-investment' focus of the new scheme. 

The problem of declining enrolments will not be improved by replacing upfront fees with a loans scheme. The introduction of 3 bands of 'differential' HECS has had an impact on enrolments. HECS rates are significantly less than postgraduate coursework fees and we would expect that this effect would be multiplied significantly.  Debt aversion would rise with the increasing fees rates that would follow introduction of PELS. 

Impact on course offerings.

The PELS scheme will drive prices up and further distort postgraduate education towards market imperatives. Certain fields of study will get caught up in the upward movement of fees but will not be in demand from students as they cannot provide an economic return on the 'investment'. Such course might survive on the cheap or cease being offered. This is particularly so in fields of study which society needs and values but which have relatively low salaries. Nursing and education are two examples but many other less obvious examples are and will continue to be affected in this way.

Short term impact on the Education Budget

The lack of any upper cap will lead to rising fee levels and are akin to allowing no gap insurance in the health sector. The Government rightly resists such moves on the grounds that it would lead to a blow out (at least in the short term) in the budget without any appreciable return or benefit  to society. This is money better spent in other ways directly back into the teaching budgets for undergraduate courses of social value.

Long Term Private Debt to Government

In the longer term it will lead to the piling up of a massive general debt owed to government. The level of lending is estimated to be $203 million for 45,000 next year. Over 5 years it will amount to 'some $995 - million'. 

These levels are similar to that existing in  New Zealand and which are proving unsustainable there. Indeed the New Zealand government is taking first steps to writing off some student debt. The pile of debt will have a significant distorting effect on peoples economic behaviour and on saving levels.  

It is a gross inequity to one generation of people who face a regressive tax contributions irrespective of the particular private benefit they gained from courses. Progressive income taxation applied equitably across generations is the appropriate way to fund an expanding and necessary education system.

Model for use undergraduate fee payers and subsequently with undergraduate HECS payers.

The introduction of such a scheme at the postgraduate level will act as a model for its introduction the undergraduate area. It is recognised by those in the sector as a potential pilot scheme to be expanded to domestic undergraduate fee payers. In turn it can be used as a model for  setting up uncapped 'market' set HECS (income contingent)  fees for all undergraduates, thus multiplying its inequities and problems many times over. In the way of some economist these moves will be argued for on the basis of equity of treatment across these groups, while ignoring the way it would massively reduce equality across society. 

