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This submission relates primarily to item (d) the equality of opportunity to participate in higher education,  and by extension to item (b), the effect of increasing reliance on private funding. 

1.
Equality of opportunity to participate

It has long been a key principal that access to higher education should roughly accord to diversity of the Australian population, whether in gender, language spoken at home or class terms.  There has been significant progress over the past two decades in improving access for women and some language groups.  However, there has been little progress in righting long standing deficiencies in access for young people from lower socioeconomic status communities.  Indeed in recent years, we believe that relative access has deteriorated.  

The main reason for this poor outcome is that entry to university and particularly into courses for which there is the most competition (e.g. Medicine, Law) increasingly reflects the financial resources of the prospective students’ families.  

Family finances shape entry in two ways:

A) Capacity to afford attendance at a private secondary school and

B) Assistance with living expenses while full time students.

In regard to the private school issue, there has been a gradual increase in the proportion of university students who enter following private school education.  Currently in Victoria, about half of first year undergraduates come from the private school sector (both Catholic and Other Independent) and half from state schools, yet the proportion of Year 12 students in Victoria enrolled in state schools is 58 per cent.  We show in one of the accompanying papers (Equity in access to higher education revisited – p. 59) that private school results at Year 12 are well above those for most state schools.  The main reason for this is that private schools can afford a more resource-intensive education than their state school counterparts.

There are cultural factors involved in this performance level as well, in that  students attending private schools are more likely to come from upper middle class households and therefore have the benefit of the household’s cultural capital and encouragement. This concentration of cultural capital has a positive impact on the teaching and learning environment in the private schools. 

In a context where competition to gain entry to university is increasing (for reasons explored below) parents have shown an increased willingness to send their children to private schools. The proportion of year 12 students in Australia attending private schools (including Catholic schools) has increased from 34 per cent in 1993 to 38 per cent in 1999. This trend is likely to be facilitated by increased public funding to the private schools. It is of great concern that if this trend continues it may become something of a vicious circle. If the state school system is left to cope with students who bring limited cultural capital to the classroom it will be even more difficult for these schools to achieve year 12 results on a par with those of private school students, thus encouraging further flight to the private system.    

At this stage the battle has not yet been lost. Our analysis of 1996 Census data indicates that a slight majority (55 per cent) of secondary students in Australia who come from homes where the household head is employed in a professional occupation attended state secondary schools. By comparison 66 per cent of all secondary students attended a state secondary school in 1996. It is vital for the health of the state school system that there are no further losses of students from professional or other upper middle class backgrounds. 

Turning now to the issue of student finances, the evidence strongly suggests that the decision of a student who achieves the required ENTER scores for university attendance to actually take up the opportunity reflects the resources of the student’s family.  This is because access to student financial assistance via Austudy and now Youth Allowance has been diminished by progressive tightening of the means test for such assistance.  As of 1998, only 30% of full time undergraduate students aged 18 or 19 received the Youth Allowance (whether as a full or part award).  The means test is now so tight that a student from a family in which just one parent receives average full time weekly earnings would be ineligible for assistance.  Only students from very low income households receive the full award.  This means that the bulk of prospective students coming from middle, lower middle and working class households would need to rely on parental financial assistance if they are to study full time.  This financial impost has to be read in the context of the additional requirement to pay (now or in the future) accumulated HECS liabilities.  We believe that this financial constraint is inhibiting students from the classes identified from taking up undergraduate places. 

It is a striking feature of the contemporary financial arrangements that there are no scholarships based on merit. Thus it is quite likely that high achievers from households with modest resources are not continuing into the university system.

Equity issues and the availability of university places
Since the early 1990s, the number of fully funded domestic student places has stabilised.  This is a product of both Labor and Coalition government policy.  This stabilisation has exacerbated the access problems discussed above. During the late 1980s and early 1990s when there was a sharp increase in the number of funded places, the number of students from across the class spectrum also increased, though not the share of those from less affluent backgrounds.  Prospective students now must compete for a finite number of places. The only significant expansion within the higher education system currently is of  full fee places available to both local students and overseas students. Needless to say, family resources is a major determinant of who takes up these places. 

The policy of stabilising the number of fully funded places has occurred in a context in which the same governments have been anxiously promoting a more educated work force which can help Australian enterprises compete in global high-tech goods and services markets.  There is now evidence of acute shortages of Australian university-trained professionals in areas such as accounting, finance and computing.  

Effect of increasing private funding of universities

Although Australian universities are not permitted to offer places to fee-paying students at the expense of Australian students (a point regularly reiterated by Dr Kemp), current funding arrangements can in effect cause this to happen.  It is left to universities to decide how they deploy their government funding.  In theory, therefore, universities are free to increase intakes into say, IT courses. However, all but one university is over-enrolled in terms of Commonwealth undergraduate targets.  Therefore the financial situation faced by Australia’s universities currently is that the only ways they can expand training in areas of shortage for Australian resident undergraduates is 

· to reduce their offerings in other fields, 

· to over-enrol in some courses for which they will receive very modest marginal funding only, or 

· to increase enrolments of full fee-paying students.  

Reducing offerings in other fields

Effecting cuts in some course areas at the expense of others is impractical. It involves expensive staff redundancy payments and usually, protests from the affected areas. Universities gain no additional government subsidised places for local students if they do embrace such a policy. 

Over enrolment

In 2000, universities were over-enrolled by 24,769 undergraduate students (EFTSU).  In fact, only one Australian university was ‘under-enrolled’ in 2000.  (Kemp, 2001, p 103 and Table 4.10).  In return they received just $48 million in additional funding (rather less than the HECS paid by the students in question). This amounts to about $1938 per equivalent full time place. It has been reported that some universities deliberately over enrol in order to be a recipient of this additional marginal income. In reality, many institutions are over enrolled because of the complexities involved in meeting targets for both undergraduates and for total students, and because of the presumption of higher ‘drop out’ rates than exist in many courses.
Increasing full fee-paying numbers

The most attractive option is therefore for universities to seek out full fee-paying  students.  In 2000, local students paid fees ranging from $8,050 to $22,421 (Kemp, 2001, p99), with overseas students usually paying slightly more.

The alternatives facing Australia’s over-enrolled universities are therefore to take in  extra subsidised local students for under $2,000, or to recruit fee paying students for between $8,050 to $22,421.  The financial rewards for taking the latter option are clear.  

As a consequence, most of the growth in university training in Australia in recent years has been amongst full-fee students. Recent statistics for the year 2000 show that this pattern is continuing. Table 1 shows that the number of undergraduate places for which there was Commonwealth funding dropped by 2,236 in 2000, or 0.6%.  By contrast the number of fee paying students increased by 9,198 or over 16%. 
Table 1 Undergraduate Places by Source of  Funding 1999/2000


1999
2000
Variation




No

Commonwealth-funded HECS Liable
381824
380591
-1233

Commonwealth-funded HECS Exempt
3933
2930
-1003

Sub-total Commonwealth
385757
383521
-2236






Fee-Paying Domestic
1785
2647
862

Employer Funded
1597
2072
475

Fee-Paying Overseas
52462
60323
7861

Sub-total Non-Commonwealth
55844
65042
9198






Source:  Taken from  Kemp (2001), Table 4.8

Efforts to encourage local students to take up fee-paying positions are in their infancy, and so far few have taken up the option. In 2000, 2,647 EFTSU local students were enrolled as fee-paying undergraduates. Numbers of employer funded places increased also, but the main source for fee-paying undergraduates is the overseas market. This is also where the main potential for growth in the numbers of full-fee paying students lies.   Between 1999 and 2000, Overseas fee-paying student numbers increased by 7,861 EFTSU, or 15%.  A more thorough analysis of the courses they are choosing will not be possible until such time as the Minister releases 2000 aggregated data.
The universities are also faced with a declining real return per fully funded local student place, and therefore are desperate to find additional funding. Consequently, the incentive to enrol full fee-paying students is intense.  In fields where there are labour force shortages like computing, there is also the problem of limited qualified staffing resources.  It makes no sense from the point of view of university finances to put those resources to the training of over-enrolled local students when they can be offered to full fee-paying students, whether sourced domestically or overseas.

The computing field illustrates the situation. Very few local undergraduate students have been willing to pay full fees (around $15,000 in IT).  However as Table 2 demonstrates, there is a rapidly growing market from overseas sources which is prepared to pay such fees. The Table shows that most of the growth since the early 1990s in computing students has been for overseas full fee-paying students.  This pattern recurs in accounting and some other business studies areas.

Table 2 Commencing enrolments in IT courses by local and full-fee overseas students#


1995
1996
1997
1998
1999
Growth 1995-1999


Australian Students








Higher Degree by Research
307
221
214
237
241
-66
-21.5%

Other Postgraduate
2406
2696
2745
2583
3568
1162
48.3%

Undergraduate
6789
7726
8080
8454
9722
2933
43.2%

Sub total
9502
10643
11039
11274
13531
4029
42.4%

International Students








Higher Degree by Research
48
53
70
59
67
19
39.6%

Other Postgraduate
522
789
1043
1235
1905
1383
264.9%

Undergraduate
1747
1707
2322
2786
3960
2213
126.7%

Sub total
2317
2549
3435
4080
5932
3615
156.0%

Total
11819
13192
14474
15354
19463
7644
64.7%

% International
19.6%
19.3%
23.7%
26.6%
30.5%
47.3%


Source: DETYA Aggregated Data Set 1995–1999

# Includes undergraduate and postgraduate students;  Includes students enrolled in courses reported by universities as 0902 Computer Science, Information Systems and  040502 Business Data Processing.

Policy Implications

There is a clear case for an expansion in the number of fully funded places for domestic students.  This is based firstly on the manifest need to increase the skill level of the domestic work force in high-tech areas, and secondly to enhance equality of opportunity within the university system.  In order to mesh the two objectives we believe that additional funded places should be allocated to areas of need, such as computing, and that the recipients of these places should receive Commonwealth financial assistance for their living expenses while studying. The assistance in question should be generous in order to encourage a response from the best students. It should also be means tested but far less stringently than the current Youth Allowance. The Government has made a move in this direction by announcing in its January ‘innovation’ statement that an additional 2000 fully funded places will be allocated to scientific fields, including computing. However there were no accompanying initiatives concerning how the students in question would be selected or how their financial needs would be met.    

Our proposal harks back to the original Commonwealth Scholarship scheme, which provided financial assistance on a means tested basis to students who performed well in their year 12 examinations. This scheme was abolished in the early 1970s when the Whitlam government introduced TEAS.  TEAS was originally intended to provide student assistance to almost all university students, therefore the merit issue had less salience.  Since 1974, TEAS and its subsequent variations (Austudy, Youth Allowance) have been increasingly tightly means tested and reduced in real value terms. As argued above, the result is that there is currently no mechanism to target the many potentially high quality students from families with modest resources who are nevertheless ineligible for the Youth Allowance. This is why it is appropriate to consider a return to the principles of the original Commonwealth scheme. 
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