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Preamble

NTEU welcomes this opportunity to make a submission to this Inquiry into the Innovation and Education Legislation Amendment Bill 2001, conducted by the

Senate Legislation Committee on Education, Workplace Relations and Small Business. 

Our concerns with this legislation go mainly to the amendments that introduce the Postgraduate Education Loans Scheme (PELS).   We do not seek to oppose legislation that will offer relief to thousands of students currently paying up-front fees for postgraduate coursework, if this is the only such relief or support for lifelong learning that the Government is willing to provide.  However, we are concerned with both the policy premises and implementation of the PELS scheme.  Therefore, we would like to use the opportunity provided by this Inquiry to draw those concerns to the attention of the Senate, particularly insofar as they are manifest in the legislation. 

The impact of the shift from publicly-subsidised to full-fee postgraduate coursework

Deregulation of postgraduate fee-paying practices began under the Labor Government, but the substitution of private places for publicly-funded places has accelerated under the Coalition. After cuts to university operating grants between 1997 and 2001 were announced, the Commonwealth Government directed universities to take the resultant reductions in student places in the area of postgraduate coursework, where fee-charging was already largely deregulated, rather than in undergraduate places.  As a direct result of this policy, there has been a dramatic shift in the proportion of postgraduate coursework students paying their fees up front. In 1996, 77% of postgraduate coursework students deferred their fees through HECS, but by 2000 this had dropped to just 38%, with the remaining 62% forced to pay up front fees.  Between 1996 and 2000, there was also a drop of over 10,000 EFTSU, or 19%, in total postgraduate coursework enrolments.  This has resulted in declines in enrolments in 9 of the 11 broad fields of study.
   
Hence, by 2000, the number of HECS-liable places had more than halved and the number of full-fee-paying places had more than doubled.  This has reduced opportunities to participate for those who are unable to meet the costs of full, up-front fees. A recent study of the impact of the introduction of up-front fee-paying postgraduate courses found that `fees have a clearly observable deterrent effect on enrolment in postgraduate courses and in practice direct some groups, including women and those of low-socio-economic groups, towards HECS-liable courses.’ 
    Therefore, the creation of PELS seeks to mend a problem of the Government’s own creation: reduced opportunities to undertake postgraduate coursework.

The differences between PELS and HECS loans

The Government has chosen to describe PELS as a `HECS-style loan’ for postgraduate coursework students.  This masks very real differences between HECS and PELS:   

· A PELS loan is for the full cost of a course, whereas a HECS loan is for a portion of course costs; therefore PELS is more expensive for students.

· HECS loans apply to a fixed fee, whereas the fee paid by a student utilising a PELS loan is less predictable and may vary substantially between courses and between institutions.

· A fee paid under a PELS loan does not carry a 25% discount for up-front payment that applies to HECS fees.  (However, a PELS loan, when it is rolled into a students HECS debt, does include a 15% discount for early repayment.)

· Unlike HECS, PELS loans offer no provision for refund on a hardship basis if a student withdraws from a course after the HECS census date.

These differences reveal that, from the point of view of students, PELS is an inferior way of assisting students to participate in postgraduate coursework, insofar as it is more expensive. 

Students who use PELS will forfeit their right to a tax deduction should the course be self-education relating to their income-earning activities.  This means that for many students, the total cost of the course will actually be greater than it is for those who have access to HECS-liable places or who can afford to pay their fees up-front. 

NTEU is also concerned that the scheme may operate as an incentive for employers who have previously assisted students with the costs of postgraduate coursework to shift the full cost to the students.  This is particularly problematic if employees are required to undertake postgraduate coursework by their employer as a prerequisite for ongoing employment or promotion.

Conversely, the scheme opens up the potential for rorts by employers and employees.  If an employer currently meets the costs of a student’s study, or offers do so as part of a `salary package’ deal, there is nothing to stop the student applying for PELS (with the Commonwealth subsequently paying the fee to the institution); and the employer subsequently `refunding’ the fee to the student.  In such a way, students receive, in effect, an interest-free loan courtesy of the Commonwealth, to be used for any purpose. 

Specific issues arising from the legislation

Limit on Student Debt

The Bill provides for all student debt incurred under HECS, the Open Learning Deferred Payment Scheme (OLDPS) and PELS to be treated as a single debt (See Chapter 5A).  Schedule 4, which deals with the limit on student debt to the Commonwealth, enables the Minister to make a determination specifying an amount that is the maximum permitted debt to be incurred by an individual (see especially Part 5B.3, Section 106ZD).

Skyrocketing student debt is an acknowledged problem in the US and New Zealand, where neither loans nor fees are capped.  The New Zealand University Students’ Association claim that figures released to them under the Official Information Act show that the largest student loan is now $167,000; $27,000 more than the highest in the previous year.
  The provision in this legislation allowing the minister to limit debt is a response to this issue.

However, there is no evidence to suggest that limiting the quantum of student debt will result in pressure for universities to lower or cap fees.  In a deregulated environment, universities will charge what the market will bear; and if there are sufficient customers prepared to pay high fees, they will be charged; regardless of their impact on access or opportunity.  It is more likely that capping student debt will result in some students not being able to access PELS for the full cost of their cost, or being excluded altogether from high cost courses.  On the other hand, capping the maximum fee for which PELS can be applied (so long as that fee reflects at least the cost of course provision) could have the effect of deterring universities from charging excessive premiums on their courses.

The NTEU is also concerned by the fact that the cap on debt applies to HECS-liable courses as well as fee-paying postgraduate courses.  In the past, there has been no limit on the level of HECS debt incurred.  Therefore, this aspect of the legislation represents an unacknowledged shift in policy regarding HECS, and one that has the effect of capping students’ entitlement to publicly-subsidised higher education.

Finally, the cap on debt as outlined in the legislation could have the immediate impact of preventing students from completing courses of study in which they are enrolled.  Section 106ZJ states that an institution may not permit a student to undertake a HECS-liable course of study after they have been issued with a `suspension notice’ arising from maximum debt.  Given that the nature of the cap on debt is essentially a matter of Ministerial discretion, and that the costs of courses covered by PELS loans are difficult to predict, it is conceivable that a number of students will find themselves unable to complete courses until they have repaid debts.  Given the growing importance of `lifelong learning’ in assisting people to find and maintain employment, NTEU is concerned that this initiative actually limits access to publicly-subsidised higher education to those unable to pay up-front fees.  Therefore, if a cap on debt is to apply, it should apply to PELS debt only.

Recommendations: 

1. That Section 106ZD be deleted and replaced with:

The Minister may make a determination specifying an amount that is the maximum permitted fee to be charged for a course for which PELS applies.

With consequent amendments to Schedule 4

If this is not acceptable, then the following amendment should apply:

That Section 106ZJ (Consequences of suspension notice – HECS courses) be deleted

2. That the legislation be amended to require an annual review of the operation of the PELS scheme, with particular reference to the nature of participation in postgraduate coursework; including

· movement in fee levels 

· participation in postgraduate education by Indigenous people, women, students from low socio-economic status backgrounds and from rural and isolated areas

· any evidence of misuse of the scheme by students and other parties

· levels of student debt

3. That the legislation be amended to ensure that the existing tax deductibility status of postgraduate coursework is maintained for students who are paying for their course via a PELS loan, with any consequent amendments to the Income Tax Assessment Act.   
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