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Introduction

CAPA, the national peak body representing Australia's 226,612 postgraduate students, welcomes the opportunity to contribute to the Senate's Inquiry into the 

Government's proposed budget changes to higher education.  Having concurred with the findings of the Senate Employment, Workplace Relations, Small  Business and Education Reference Committee report on higher education, Universities in Crisis, regarding the urgent need for increased public investment in the Australian higher education system, CAPA is disappointed by the insufficient additional funding announced by the Government.  

Australian students and their families already pay more for their education than most countries in the OECD, and under this package they will pay even more, through HECS deregulation, extension of up-front fee-paying places, and the introduction of interest rates for FEE-HELP loans.  

In this submission, we focus on the terms of reference set by the Committee specifically as they apply to postgraduate students.

Recommendations

Recommendation 1 

CAPA recommends that the Senate reject any legislative measures which:

· enable interest to be charged on student fee loans (PELS, Fee-HELP, etc), and/or

· allows for increases to either HECS fees or 'up-front' fees, and/or

· enable HECS rates to be varied between institutions.

Recommendation 2

CAPA recommends that the Senate reject any legislative measures which restricts a university's:

· governance structure, 

· industrial procedures, or  

· membership of its student organisations.

Preamble

We wish to note at the outset our grave concerns about the process which has been followed by the Minister and DEST leading up to the announcement of the higher education reform package.  Recent reports in the press show that the higher education sector, and indeed the Australian people, have been seriously misled by the actions of the Minister and Department.  In particular, we are concerned by the suppression of evidence that increases in HECS fees, put in place by the current government, have resulted in a decrease in participation in higher education by people from disadvantaged backgrounds.  The fact that this information was suppressed throughout the consultation process for these reforms undermines the Minister's claims to a collegial process.  We believe that the actions of the Minister and the department would justify the Senate refusing to consider the package and its legislation.

1
The principles of the Government’s higher education package.

The Backing Australia's Future package has been marketed as based on the principles of "Sustainability, Quality, Equity and Diversity."  These principles have guided CAPA's own vision for higher education for some time.  We do not believe that these principles underlie the government education package--rather, we believe a principle of 'user pays' is at the heart of the package.  This principle rests on the premise that, because an individual may go on to benefit financially from having undertaken higher education, they should pay for that opportunity.

CAPA disputes the principle of 'user-pays' education.  Australian students and their families already pay a higher proportion of the costs of their education than most other OECD nations (see section 2.2, below), and we believe that increasing the fee-burden upon students even further is unjustified when the Commonwealth contributes so little.

Graduates often do go on to earn a higher salary than those who do not undertake higher education.  However, we believe that those who go on to earn more can repay the broader society for the benefit of their higher education through the increased levels of taxation their salary attracts.  We support a progressive taxation system which would better ensure that such contributions were fairly excised from those who can afford them.

It may well be argued that the current system of HECS, PELS, and indeed the proposed Fee-HELP model, are a fair way to ensure that those who benefit from higher education go on to pay for it --for example because repayments only begin once the student's wage reaches a certain level.

We dispute this view on the grounds that, if the individual does not go on to derive a financial benefit from their education, they will be forced to carry a long-term debt burden.  Thus those who do go on to benefit financially from their education will pay for that benefit through the tax system in a similar way to that in which they would through a system of free education and more progressive taxation, while those who do not derive a financial benefit from their education will be unfairly punished with a debt.  

Because Government package relies on the principle of 'user-pays,' we believe that it will do little to increase the sustainability, quality, equity or diversity of Australian higher education.

2.1
The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to the financial impact on students

We expect the proposed reforms to have significant adverse effect on postgraduate students.  The imposition of 3.5% interest on top of CPI for Fee-HELP, in particular, will disadvantage postgraduate students.  We are also concerned about the effect of ensuring that students cannot repay an interest-bearing Fee-HELP loan until they have cleared their interest-free HECS/PELS debt.

· Underlying principle of the Fee-HELP scheme
The very idea of levying a tax on an education fee-debt is antithetical to the principles of an income contingent loans scheme.  Under the HECS and PELS, a student is exempt from making payments toward their debt until they are financially able.  Under the proposed Fee-HELP scheme, the cost of education incurred by the student increases as long as they remain unable to pay.  Such a system represents a significant turning point in Australian higher education policy and should be rejected by the Senate.

Australian students already contribute a higher proportion of the cost of their education through fees than most other OECD nations.  The proposed reforms ensure that Australian students will shoulder an even greater cost burden, and do not provide an appreciable increase in Commonwealth funding.  For example, modelling by Phillips Curran shows that Commonwealth funding per student will not increase within the life of the package except through institutionally determined increases in HECS fees.
  National Tertiary Education Union modelling goes further,  suggesting that Australian students, who currently contribute an average of 40% of the cost of their education will, under the BAF, contribute  44%--even assuming no rise in HECS fees.  If universities take up the option of raising HECS fees by 30% as allowed under the package, the NTEU modelling suggests that the average student will contribute 56% of the cost of their education, with students in law, for example, contributing 105%.
 

The government has again failed to address the funding crisis in Australian universities as recommended by the 2001 Senate Inquiry into Higher education--through a "significant expansion in public investment in the higher education system over a ten year period."
  Until the government make a substantial public investment in higher education, our universities will remain in crisis.
· Repayment anomaly for interest bearing portion of fee-debt
Currently, a Postgraduate Education Loans Scheme (PELS) debt is rolled into a student's HECS debt--if they have one--and the total is paid off through the taxation system once the student's wage reaches a certain threshold.  The loan is interest free, although it does accumulate CPI, which is currently about 3%. If Fee-HELP is introduced as a replacement for PELS the loans will attract 3.5% interest, as well as CPI, totalling around 6.5% or effective market interest rates.

Apart from our opposition to interest being charges on fee-debt, we are disturbed that the proposed legislation will ensure that students do not begin to pay off a Fee-HELP debt until their HECS/PELS debt is paid in full.
 This element of the package is at odds with the most elementary rules of financial planning for the student. 

Modelling by the Australian Democrats suggests that this loop-hole will add about 4.5 thousand dollars to the average student's debt.
 While we agree that the any interest-bearing loan should be kept separate from a student's interest-free loan, we believe that the interest-bearing portion of a loan must be repaid before an interest-free portion.  

· Nexus between cost and quality
Under the package, postgraduates, and an increased pool of fee paying undergraduates, will pay interest to the Commonwealth on course-fee loans (Fee-HELP).  Students in HECS places will have their HECS fees increased at the discretion of their university, and such rises will not be based on an increased or comparative quality of their course.  Already, the University of Sydney has flagged that it would increase its own HECS course fees by up to the maximum 30% if the package is passed.  This increase has not been linked to any planned increases in the quality of teaching and learning at the university. RMIT's decision to increase their course fees in line with so called 'elite' institutions,
 in an attempt to "show the relative worth" of their degrees, again demonstrates how this partial deregulation models allows fees to be set in an arbitrary way unjustified by explicit quality criteria.

Recommendation 1

CAPA recommends that the Senate reject any legislative measures which:

· enable interest to be charged on student fee loans (PELS, Fee-HELP, etc), and/or

· allows for increases to either HECS fees or 'up-front' fees, and/or

· enable HECS rates to be varied between institutions.

2.2 The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to the financial impact on universities, including the impact of the Commonwealth Grants Scheme, the differential impact of fee deregulation, the expansion of full fee places and comparable international levels of government investment

CAPA welcomes the funding being offered within the proposed Commonwealth Grants Scheme (CGS), however we question the nature of the scheme itself.  The CGS seeks to ensure greater government control over the internal operations of universities--a fact we find ironic in the face of the sustained decrease in commonwealth funding as a proportion of university revenue.  Because the CGS appears to have been designed as a vehicle to ensure Commonwealth scrutiny of university governance, academic activity, student organisations and industrial relations, we provide our detailed comment on the effects of the CGS under section 4.  Here, we focus on proposed fee deregulation, with reference to international comparisons of government investment in higher education.

· Fee deregulation and the expansion of full-fee places
We would like the Senate to consider the proposal to partially deregulate undergraduate studies in terms of the historical example of the deregulation of postgraduate coursework. Postgraduate coursework degrees were deregulated in 1996.  The result has been a concentration of students in the areas of business administration and computer science at the expense of such disciplines as the biological and chemical sciences.  Analysis of student places (EFTSU) by disciplinary group shows that numbers have increased in ‘mathematics and computing science’ and ‘administration, business economics and law’ while numbers in the remaining nine disciplinary groups have experienced rapid decline. 

Deregulation results in the concentration of students in particular disciplines rather than increasing diversity. Deregulation substitutes short-term economic imperatives for long term social and cultural considerations. CAPA opposes further deregulation of the higher education system, and has recommended the restoration of HECS-liable places to postgraduate coursework education in our submissions to Crossroads.  We oppose any increase in the proportion of domestic full-fee-paying undergraduates allowable within a given course (see recommendation 2, above).

· International comparisons
Australia is one of the most expensive countries in which to be a university student, with one recent study placing the cost of Australian 'public' education ahead of only Hong Kong and Korea in US dollar terms (table 1).

Table 1: Total Higher Education Expenditures Borne by Students and Parents

(Various Countries, Academic Year 1999-2000, US Dollars)

	Public ($)
	Private ($)

	Country
	Tuition & Fees
	Food & Board
	Other Costs
	Total Costs
	Tuition & Fees
	Food & Board
	Other Costs
	Total Costs

	Australia
	3,760 

	12,100 
	500 
	17,480 
	14,085 
	8,275 
	500 
	22,860

	Austria 
	746 
	10,150 
	560 
	11,455
	 n.a. 
	n.a. 
	n.a. 
	n.a.

	China
	2,591 
	5,181 
	415 
	8,187 
	4,145 
	6,736 
	518 
	11,399

	Ethiopia 
	-
	400 
	83 
	483 
	1,170 
	830
	190
	2,190

	France
	656 
	6,528 
	993 
	8,177 
	11,685 
	8,450 
	993 
	21,128

	Germany 
	203 
	10,151 
	505 
	10,859 
	n.a. 
	n.a. 
	n.a. 
	n.a.

	Hong Kong
	5,155 
	19,151 
	719 
	25,025
	n.a. 
	n.a. 
	n.a.
	n.a.

	Japan
	3,013 
	9,205 
	410 
	12,628 
	5,822 
	9,205 
	492 
	15,579

	Korea
	7,018 
	8,676 
	1,524 
	17,699 
	10,136 
	8,067 
	1,524 
	21,264

	Mexico 
	1,605 
	7,487 
	250 
	9,342 
	23,173 
	7,486 
	535 
	31,194

	N'lands
	1,375 
	11,300 
	625 
	13,300 
	1,375 
	10,725 
	750 
	12,850

	Norway 
	105 
	5,221 
	316 
	5,642 
	4,842 
	5,221 
	316 
	10,379

	Russia
	-
	797 
	-
	797 
	4,221 
	4,946 
	398 
	9,564

	Scotland1
	727 
	8,944 
	1,527 
	11,197 
	n.a. 
	n.a. 
	n.a. 
	n.a.

	Singapore
	8,858 
	3,466 
	227 
	12,551 
	n.a. 
	n.a. 
	n.a. 
	n.a.

	UK
	1,565 
	8,944 
	1,526 
	12,035 
	n.a. 
	n.a. 
	n.a. 
	n.a.

	US
	6,000 
	9,000 
	900 
	15,900 
	23,000 
	10,500 
	800 
	34,300


Compiled by the Higher Education Finance and Accessibility Project, SUNY Buffalo

Center for Comparative and Global Studies in Education.
[image: image2.wmf]An earlier OECD study (table 2)
 puts Australian government investment as a proportion of total tertiary funding at the 4th lowest level among OECD nations ahead of the US, Japan and Korea.  


In our response to the Crossroads discussion paper on the financing of Australian higher education, we recommended that public funding for Australia’s public universities be increased to levels comparable with the top quartile of OECD nations (as a proportion of GDP).  We stand by that recommendation, and believe that the Backing Australia's Future package does not go nearly far enough in ensuring adequate funding for Australian higher education.  We also note the NTEU's research which shows that of the $1.46 billion claimed by the government as new funding to higher education through the package, only $753 million can truly be called 'new' when savings through the abolition of funded over enrollments, and the clawback in operating income (which will become contingent on industrial and other requirements) are considered.

We also note that the failure of the package to provide for indexation of the additional funding will mean that the package will deliver even less than what is promised, in real terms.
2.3 The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to the provision of fully funded university places, including provision for labour market needs, skill shortages and regional equity, and the impact of the ‘learning entitlement’.

· labour market needs
The proposed reform package goes some way towards addressing national shortages in teachers and nurses by listing these disciplines within its National Priorities. However, we believe that more could be done to ensure growth in other areas, such as mathematics and the enabling sciences.  We also believe that the proposal to partially deregulate undergraduate education through increasing the number of fee-paying places, as well as allowing institutions to set their own HECS fees within a range up to 30% above current levels, will discourage graduates from taking up less lucrative, but socially valuable, careers.

Reducing the benefits of education to the financial demonstrates a failure to recognise the more meaningful ways in which an educated individual can repay their 'debt to society.' Professions which are thought of as highly paid, such as law, medicine and dentistry, attract the highest levels of both HECS and up-front fees under the current system.  A graduate from one of these disciplines, carrying a proportionately large HECS, PELS or Fee-HELP debt, would be well advised to seek highly paid employment to repay their debt.  Under current arrangements there is little incentive for that individual to enter into less financially rewarding community-based employment, or to practice outside metropolitan centres where the highest salaries can be gained.

· Regional Equity
While the Backing Australia's Future package seeks to use the CGS to determine which disciplines can be taught and researched at Australian universities, it is also characterised by a lack of guiding vision as to how the allocation of disciplines will be determined. The likely impact of the package on the capacity of regional students to have equity of access to a broad range of disciplines at regional universities is of particular concern to us, and we see the CGS as a tool for 'specialisation by stealth.'

While the stated purpose of the CGS is to 'encourage greater flexibility and diversity in the sector,'  we believe its effect will simply be to enforce a narrow kind of disciplinary variation and to discourage flexibility.  Until the government can provide guiding principles for its determination of which disciplines it will support at each institution we will not support this element of the CGS.

· the 'learning entitlement' 

CAPA is concerned that the proposed 'Learning Entitlement' will not have the effect required.  We understand the need to ensure that access to higher education is respected and not abused, however we believe the Learning Entitlement to be a rather blunt tool for such a task.  As an example, consider a student who enrols in a double degree with honours, and completes it with a high grade in the five year time span such a degree would usually take.  We would argue that such a student would be an excellent candidate for a postgraduate teaching or nursing degree.  However, such a student would have already used up their entitlement, so that they would be ineligible for one of the National Priority postgraduate teaching or nursing places to be protected by a low HECs rate.  Such a student, despite their strong academic record, would have to pay full fees, and, under the proposed package, would pay interest on a loan for such fees.  It is not difficult to think of many other scenarios where deserving students would be disadvantaged by the five year Learning Entitlement.  We do not support this scheme.

3
The implications of such proposals on the sustainability of research and research training in public research agencies.

CAPA is disappointed that the Minister has not seen fit to include research in the review of higher education in a useful way.  We believe that teaching informed by research is a hallmark of what it is to be a university.  We believe that the many deficiencies of the Research Training Scheme could well have been addressed within the purview of the inquiry and subsequent reform package, and especially wish to note the deleterious effect which we believe the 2 and 4 year time limits are having on the quality of postgraduate research within Masters and PhD programs.  We will be addressing these concerns in detail in our submission to the current DEST inquiry into the Knowledge and Innovation package.

4
The effect of this package on the relationship between the Commonwealth, the States and universities, including issues of institutional autonomy, governance, academic freedom and industrial relations.

The Commonwealth Grants Scheme appears to have been included in the government's reform package to serve as a vehicle for increased commonwealth oversight of governance, industrial relations, and student organisations.  Such prescriptions undermine institutional autonomy.  

· industrial issues

The CGS seeks to impose the government's preferred industrial model (Australian Workplace Agreements) upon universities, despite universities themselves appearing generally satisfied with existing practices.  We believe it is up to university staff to choose how they wish to be represented on industrial matters, and not the government.

· universal membership of student organisations
The CGS also seeks to implement so-called Voluntary Student Unionism.  Postgraduate representative bodies and other student organisations provide a valuable quality assurance role at Australian universities, and one appreciated by senior staff of most universities. Student associations also assist with the transition to higher and postgraduate education, provide professional guidance to students negotiating disciplinary procedures or other academic problems, and provide valuable social and professional networks.  We believe that students are best placed to deliver such services, and have seen little enthusiasm from universities to provide such supports themselves.  Indeed, in the case of advice and advocacy for students in dispute with a university's procedures, we believe it would be inappropriate for the university itself to play such a role.

We also remind the Committee of the recent ACCC ruling on membership of student organisations at James Cook University.  The ACCC was asked to investigate whether compulsory payment of student organisation membership fees constituted third line forcing.  While the ACCC was not asked to assess universal membership of student organisations per se, it did find that the compulsory payment of student organisation membership fees did not constitute third line forcing.  The ACCC concluded that the university would require the fees in order to provide similar services to the student organisation if those organisations did not themselves provide such services.  Thus, it concluded, "either way, students would have had to pay a fee."
  CAPA believes that students are best placed to provide student services, and applauds the ACCC's ruling.  

CAPA also recognises that student organisations exist through universities' enabling Acts which are themselves acts of State parliaments.  We believe that the federal government is not properly placed to critique such legislation, which is currently assessed on a case by case basis by the States.  Each university has a unique way of enabling the governance of its student organisations, and the federal government's simplistic blanket criticism of student organisations makes little sense within this diverse framework.

· Governance
The transition from scholarly academy to 'enterprise university' undertaken by Australia's universities since the Dawkins reforms of 1988-9 has been accompanied by a corresponding transition in the way universities are managed.  The Dawkins reforms played a key role in this transition, with Minister Dawkins painting collegial, participative university councils and senates as impediments to streamlined management.  The 1995 Higher Education Management Review's 'Hoare Report' further eroded participative university governance by advocating small councils of 10-15 members, with a majority of those members being external.
  The current proposal of National Governance Protocols mimics Hoare's recommendations.

The ability of universities to serve the public interest is enhanced by ensuring that the composition of university councils reflects a diversity of viewpoints, rather than being dominated by the views of the business sector. CAPA believes that the members (students, staff) of a university have an important role to play in ensuring the institution is well managed.  CAPA has seen little evidence that councils with a higher proportion of external members are better at governance or management than more collegial councils.  We welcome the idea of a council where the bread and butter of university life is debated in a collegial atmosphere, in which members of the body have a vested interest in ensuring the institution's success. The proposed National Governance Protocols, which will limit membership of university governing bodies to 18 members, preferencing external membership, will undermine collegiality and may limit member participation in governance, to the detriment of university governing bodies. 
Recommendation 2

CAPA recommends that the Senate reject any legislative measures which restricts a university's:

· governance structure, 

· industrial procedures, or  

· membership of its student organisations.

5
Alternative policy and funding options for the higher education and public research sectors.

The ALP's alternative higher education policy package, Aim Higher, shows that it is indeed possible to make significant improvements in Australian higher education without increasing student fees.  CAPA applauds this element of the ALP package.  

If an appropriate balance of public and private funding for higher education is evaluated purely on the basis of the economic beneficiaries of that funding, the significant public benefit from higher education supports the view of education as predominantly a public good.  David Johnson and Roger Wilkins have analysed the revenue generated for the government by higher education through the increase in taxation revenue gained from university graduates.  They find that "the current net benefit to government of higher education is in excess of $9 billion per year, while the expected rate of return on the cohort of students entering higher education in 1999 is 10.9% per year".
  Added to this are the returns to society generated by university research and its commercialisation.  We believe that the public benefits of a good higher education system justify such a system being publicly funded.

We support the development of a progressive taxation system which allows all Australians with suitable abilities to freely access higher education, and which ensures that those who go on to benefit financially from such an education contribute through their taxation, while those whose education benefits the community in other ways are not financially penalised by the burden of a debt.
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Table 2: Source of funds for tertiary education in the OECD, 1998
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