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Inquiry into Higher Education Funding & Regulatory Legislation

Parliament of Australia Senate

Submission from The University of Sydney


Introduction 

The University of Sydney welcomes the opportunity to be an active participant in the debate over the future direction of higher education policy.  This is a response to the ‘Senate Employment, Workplace Relations and Education References Committee Inquiry into Higher Education Funding and Regulatory Legislation’ on: (i) the likely financial effect of budgetary measures on universities and students; (ii) the implications for research, institutional governance and autonomy; (iii) the effect on rural universities; and (iv) on industrial relations and other matters.

On 8 July 2003, The Senate of the University of Sydney, endorsed a response to the proposals resulting from the Government’s recent review of Higher Education (“the Nelson Review”).  This response was formulated after wide consultation with input from the Student Representative Council, Sydney University Postgraduate Representative Association, the Committee of Deans, the National Tertiary Education Union and Commonwealth Public Sector Union.  The response was intended as a balanced and comprehensive contribution to an important national policy debate, rather than a blanket endorsement of the Government’s policy.  

The University of Sydney’s position on the need for a coordinated whole-of-government response in relation to higher education and associated regulatory legislation is well known.  This submission does not address all of the issues in the Government’s higher education package but it is structured primarily in response to ‘getting the framework right’.  In taking this approach, the University has noted that the outcomes of the Review have not yet been enacted, which only makes it more important for us to make such a contribution to the debate now.

The package of measures arising from the Nelson Review is the first serious attempt in more than a decade to tackle the challenge of providing for the future of public higher education in Australia.  Despite the overall broad support for the reforms and initiatives outlined in the Nelson Review, the University of Sydney is, disappointed by key aspects of some of the proposals, and the government must be willing to adopt responsible changes to its package to enable the objectives to be substantially achieved.  The core issue is that the underlying philosophy of the review is instrumental, providing courses of training determined by manpower needs where the cost is shared according to personal or national economic benefit, as opposed to aspirational, enriching the culture as well as the wealth of our country, encouraging social mobility and self-development and empowering institutions to develop public education in the way they have learned from direct experience.

It is very strange that a Liberal Government prefers “bureaucratic central planning” with its attendant rigidities over a flexible, more devolved, mechanism which would be more responsive to market forces and student demand.  Inasmuch as the intent of the package is to foster diversity of mission and to increase opportunities for universities to improve the quality and range of their activities, we endorse that approach, but the reality, translated through bureaucratic prescription and complexity, could easily become the opposite.  For each of the measures in the package, the touchstone should be “Does this improve flexibility, does it empower institutions to improve their performance, does it enrich the learning environment for students and does it make local policy-setting and management simpler and more effective?”  In too many cases, the rules and implementation are either too clumsy and restrictive or mysterious and non-transparent.  Good intentions will produce only wasted opportunities if Dr Nelson’s commitment to reduce red tape cannot be honoured.  

There are a number of obvious deficiencies in the package of reforms outlined in the Nelson review:  (i) there is the ill-conceived commitment to Voluntary Student Unionism; (ii) there is an overly tight straitjacket for the distribution and re-distribution of government subsidised university places; (iii) there is an excessive degree of control inherent in the discipline mix, with the potential for gross intrusion upon university autonomy, academic freedom and student choice; (iv) there is a totally illogical link between increased funding and ideological components of industrial relations and unduly formulaic changes in governance; and (v) there are new taxes on international activities which only serve to provide funds for additional government regulators.  However, the most significant defect is the lack of an effective mechanism for indexation of the government contribution.  The proposals in this package are not sustainable in the medium to long term and there will continue to be an inbuilt degradation factor and an ongoing need for episodic injections of additional funding.  The indexation factor currently used to support funding to private schools is much more realistic and, if used, would have a profoundly beneficial effect on higher education.

Governance

We believe that, as a matter of principle, it is wrong to make necessary funding contingent on the adoption of overly or inappropriately prescriptive governance protocols, whose implementation is in the hands of State Parliament rather than the University.  However, there is clearly room for a set of protocols that genuinely promote good governance, provided these are acceptable to the universities and to both the federal and state governments.  

The protocols put forward in the budget package were developed in Victoria, partly as a result of concerns over issues of financial management at RMIT and VUT.  Care must be exercised to ensure that a “knee-jerk” response to isolated issues in a few institutions does not drive and unnecessarily distort the framework of governance structures across the sector.  There is no question that there is a need for sound governance and accountability in all institutions, however, there is concern that a “one-size-fits-all” is simply not appropriate for governing bodies of universities across the sector.  The number of members of the governing body, the weighting of the constituent elements and many of the protocols for operation are all matters which should be tailored to the mission, age, and size, of each university.  

The wording in the Nelson review concerning the governing body’s direct responsibility for risk management could be construed as placing unreasonable demands on the individual members of that body, requiring them to overstep the conventional bounds of ‘supervisory oversight’ and precluding responsible delegation.  That, in turn, could render the proper task of managing the institution unworkable and risk personal liability, including automatic dismissal for members of the governing body under some circumstances.  A second concern is the role of elected representatives in placing the needs of the institution first.  The wording of the government protocols fails adequately to incorporate a proper function for elected members in bringing forth the special concerns of a subgroup when a matter is being considered.  The paramount duty of member of the governing body must be to the university but, subject to that, representation should not be precluded.

The Federal Government protocols specify a total of 18 members and also that there should be no serving Parliamentarians.  Some of the Parliamentarians who have served on the University of Sydney’s Senate have made outstanding contributions and we would at least want to have the capacity for Senate to choose to have a Parliamentarian as a member in his/her own right.  

INDUSTRIAL RELATIONS

We believe that, as a matter of principle, it is wrong to make necessary funding contingent on the adoption of government-determined mechanisms in the workplace.  

Without entering the debate on the desirability (or otherwise) of AWAs, we cannot conclude an enterprise agreement which by their inclusion or omission would deny the University the funds to pay for it.  

VOLUNTARY STUDENT UNIONISM

The Federal Government intends to introduce legislation to prevent universities charging any fees not directly related to course provision and this would impact most directly on the fees that are directed to the “student unions”.  Not only do the student unions provide the essential support services for the wider student body (food outlets, childcare facilities, sporting and recreational venues etc.) but they also support many other activities. 

The University of Sydney strong supports the view that we should maintain the status quo.  A university education derives enormous benefit from learning experiences outside the classroom - sport, drama, student politics, debating etc. and these are essential to the quality of Australian higher education. 

REGIONAL MATTERS

The University of Sydney has a strong direct presence in rural and regional NSW (particularly through its campus at Orange and through is strong research linkages with rural industries). The University welcomes the fact that the rural campuses have been recognised in the Nelson review. 

The University also welcomes the creation of Commonwealth Accommodation Scholarships that will assist students from rural and isolated areas to move away from home to access higher education.  It would be very desirable to have greater levels of assistance under this scheme to make sure that universities in major metropolitan cities are a realistic option for these students and we believe that such support should be favourably treated with respect to tax and social benefit implications.

TOP UP HECS

The University submission to the Nelson Review argued for a capacity for a 25% loading on HECS and an increase in the threshold before repayment is required.  The budget proposals allow for a 30% loading with certain exceptions and raise the repayment threshold to $30,000.

Basic modelling shows that the most significant impact of increased HECS for those who opt to defer payment, arises from the repayment threshold.  We have therefore supported a 30% surcharge on HECS for those courses where it would be permissible under the Government proposals (with the Orange campus being treated as a special case) and also strongly urge that the repayment threshold be raised to the level of average earnings and that this level should be appropriately indexed.

Our modelling (through NATSEM) shows that with 30% HECS surcharge and a $35,000 repayment threshold, the net present value of debt incurred at the end of a four year degree by a low income male on the highest level of HECS would be approximately $16,000 and that incurred by a high income male on the highest level of HECS would be approximately $25,000.  In the first case this is $300 more than in the present system and in the second case $4,000 more than in the present system.  Low income single females in the highest HECS band would be $6,800 better off than in the present system and low income females with 2 children would be $8,900 better off than in the present system.

The University of Sydney will strive to have needs-blind admission.  This will mean that additional support and equity schemes will have to be introduced to ensure that no student or group of students is disadvantaged under any change to the HECS scheme.  There needs to be attention from Government to avoid the scholarship trap whereby some social benefits can be lost when a scholarship or supplementary support is received by a student.  

COMMONWEALTH GRANT SCHEME (CGS) AND OVER-ENROLLMENT 

Future funding of HECS places will be based on 1990 relativities between disciplines.  It was asserted at budget time that this would create no net loss to the sector compared with current operating grants.  The tight 1% tolerance for funding and 2% tolerance before heavy penalties are incurred, present a serious administrative problem for universities and significantly restrict student choice.  The tolerances for the proposed CGS are unrealistic.  Moreover the limits will apply in two years’ time and The University of Sydney is currently over-enrolled by approximately 13% (as sanctioned by DEST).  The re-allocation of the student places and the allocation of new places will follow workforce requirements and demographic needs - by implication this will not follow student demand.  Under those constraints, the University has had to prepare a strategy for a 10% cut in intakes for 2004 and whatever strategy we adopt to reduce load will influence the subsequent DEST load allocation process.  At an institutional level, therefore, we are engaged in complex scenario planning which will incorporate the replacement of current, marginally funded, HECS-liable overload by full-fee load (both overseas and local).

The University of Sydney is concerned that the scheme has potential for the government’s control over discipline numbers to become so constraining as to jeopardize the fundamental freedom of a university to determine what disciplines it teaches and to whom.  

This part of the package has the capacity to limit student choice, not only because DEST could, in principle, disallow programs, but also because of the severe penalties for exceeding narrow tolerance limits for enrolments.  This is likely to inhibit cooperative activity across disciplines within the University and to render the introduction of new programs a slow process effectively requiring Federal government approval. 

In addition, the priority areas of Nursing, Education and Medicine are treated in a clumsy and very constraining fashion.  Restrictive measures such as limits on HECS (for Nursing and Education) and constraints on bonded places for Medicine place a significant artificial burden on the University.  Such measures will require cross-subsidy within the institution and thus make the priority areas less attractive for the institution – precisely the reverse effect to what is intended.  

FEE-HELP

The University of Sydney strongly opposes the policy change wherein the recently introduced interest-free PELS has been replaced by an interest-carrying scheme.  Not only does this swift change shift of the goal-posts breach faith with the universities, who have introduced programs (and employed staff) through strategic planning based on government policy, but it also makes students and educators afraid that HECS could be subject to the same treatment in the future.

In addition, the restriction on FEE-HELP to $50,000 will not cover the cost of many undergraduate programs and could lead to students failing to complete due to changed financial circumstances.  The limit of $50,000 for FEE-HELP should be raised.  

The FEE-HELP scheme is not as attractive as it could be.  In particular, the incorporation of a real rate of interest runs counter to the social value of the income-contingent aspect of HECS.  As interest adds to debt, it would be logical to frame the scheme in such a way that any interest accruals are themselves income contingent, particularly if the $50,000 limit is increased to reflect the real cost of courses such as medicine, as it should.

Since full-fee domestic places free up HECS places for other students and therefore provide additional access to higher education, it can be argued that full-fee students should at least be allowed to use up their learning entitlement by paying no interest on that part of their loan which corresponds to the HECS charge for their program. 

The logic of the Government’s commitment to encouraging overseas study by Australian students as part of their degrees should extend to the provision of interest-free income-contingent loans. 

RESEARCH

The Nelson review package is essentially silent on almost all aspects of university research and research training and defers consideration of research support mechanisms until the next budget.  There are a number of reviews currently underway including a review of Australia’s Research Block Funding Schemes, the National Research Infrastructure Taskforce and the review of the Closer Collaborations between Universities and the Major Publicly-Funded Research Agencies.  While these reviews are welcome, one has to question the fact that the reviews of Block Funding and the review of Research Infrastructure are being undertaken by senior members of DEST (with advice from reference groups) rather than having more comprehensive assessment driven by an independent committee or taskforce.

The University supports the underlying strategy outlined in Backing Australia’s Ability (BAA) to “encourage and support innovation and enhance Australia’s international competitiveness, economic prosperity and social wellbeing”.  If this is to be realised, the Government must acknowledge that research capacity cannot be created rapidly – it must be built up and developed over time.  Investment in research is a strategic investment to enable the research sector to respond quickly when required.  Despite the initiatives introduced under “Backing Australia’s Ability”, the quantum of funding directed to research is still far too low.  The Government should signal a long-term commitment to well-resourced program of research – we would welcome a firm commitment to BAA-2.
The University of Sydney is committed to excellence in research.  Identifying, promoting and supporting research excellence must be the overarching guiding principle driving Government planning for research into the future.  The process of supporting research excellence must be open and transparent and must incorporate rigorous peer review. 
Government must be reminded of the precarious nature of research infrastructure and the need to ensure appropriate sustainable support for research and research training.  There is danger in a system in which success in winning grants can be punished by the need to provide full or partial matching resources, often by cross-subsidy from other activities.

The University of Sydney is one of Australia’s leading Universities, a leader in technology transfer with research groups at the cutting edge of many research areas.  Our research strength is built upon both the concentration of deep research infrastructure that comes with being a large research-intensive organisation and the critical mass of powerful research teams consolidated in a vibrant research environment.  Research programs span an incredible range of areas – from Fine Arts and creative design to music composition, through to high energy Physics and Astronomy, to the design of new pharmaceuticals, to understanding the complexity of molecular biology and breakthroughs in health and medical research.  

While we endorse the critical review that has led to the National Research Priorities, we also remind the government that this process is as yet incomplete.  The initial phase of setting National Research Priorities has concentrated on the Science, Engineering and Technology (SET) sector, integration with the Social Sciences, Humanities and Creative Arts has yet to be considered seriously.  The areas are in many ways inextricably linked – one cannot easily identify Science, Engineering and Technology priorities for Australia in a vacuum that does not consider their social impact or the cultural framework within which they must operate. 

INTERNATIONAL

The University of Sydney strongly supports the position adopted by the AVCC on international issues in the Nelson review.  It would be much better not to have the initiatives proposed for the international arena, only some of which are of value, than to have the additional charges placed on an already highly successful Australian educational and export undertaking. 

LEARNING ENTITLEMENTS

The 5-year learning entitlements are unduly rigid, potentially preventing course flexibility.  There are already many very successful programs (including combined degrees) which are 5 years (or longer).  This is of particular concern to post-graduate students.

CONCLUDING COMMENTS

The guiding principle - that there should be greater flexibility and diversity in Australian Higher Education, with all stakeholders contributing to increased quality and opportunity - is one which the University of Sydney embraces and will work to make a reality.  However, there is a serious danger that the complexity will be translated through bureaucratic implementation in such a way as to stifle progress and to squander potential dividends. 

It is not sufficient for Government to have created this package and for it to put through the enabling legislation. There is also a need for dialogue leading to adaptation and to the establishment of an acceptable framework for the smooth operation of a university sector wherein institutional autonomy is safeguarded while also being mobilised in the national interest.

We are very much aware that the proposed measures present still greater challenges to the effective management of universities.  In a period where many believe that broad economic trends are uncertain and probably unfavourable, there is introduced a greater need for market-based strategic planning.  The University is not afraid to engage in constructive self-help, keeping in mind that its core goals in teaching and research must be set to meet the aspirations of all Australians.  We are committed to enriching culture, to creating national wealth and to encouraging self-development and social mobility.

The difficult decisions to increase the contributions required from students are predicated not only on an ambition to provide them with a higher quality educational environment but also on the need for assurances from governments, present and future, state and federal, that their funding will be maintained and increased, for there is no point in raising fees if this leads merely to corresponding substitution or transfer of public funds.

The University of Sydney
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