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Dear Secretary

Victoria University is pleased to be able to take this opportunity to submit its views to the Senate Employment, Workplace Relations and Education References Committee Inquiry into Higher Education Funding and Regulatory Legislation.  
Background

The University welcomed the review of Higher Education announced by The Honorable Brendan Nelson when he launched Higher Education at the Crossroads in early 2002. In order to remain competitive in the knowledge economy Australia must maintain and further strengthen the existing high quality of its university sector across all the universities that comprise it.

The University responded to both the overview paper and to the six discussion papers that were subsequently released as part of the review through two submissions.  The thrust of these is summed up by the following two quotations:

“It is central to this submission that in order to remain competitive in the knowledge economy Australia must maintain and further strengthen the existing high quality of its university sector across the whole set of universities that comprise it….”

“In relation to the proposal canvassed in the discussion papers, a benchmark is whether they inhibit the growth of the newer universities. Australia cannot afford to adopt policies that inhibit the development of these universities, or to create a situation where the current tight quality of the sector is eroded. On the contrary, Australia needs to invest now, especially in its more recently established universities, to ensure that their dynamic growth is maintained and current high levels of development in research and teaching are supported and enhanced.
” 

Regrettably the policies proposed in the Nelson Reform package as released in May 2003 will inhibit the development of Victoria University. In particular, they will further inhibit participation in Higher Education in an area of Melbourne that already has low participation rates, will undermine the capacity of Victoria University to fulfill its regional mission and will undermine the quality of education that Victoria University is able to offer to its students. Calculations prepared by DEST show that as a result of the proposed reforms, financially Victoria University will be one of the most detrimentally affected universities in Australia.  

This submission concentrates on that detriment and the impact it will have on this University, its students and the region that it serves. However, we note that the University of Western Sydney, a university with many similarities in terms of its age, student cohort and the region it serves, will also face a significant detrimental impact from these reforms. 

Minister Nelson appropriately stated in the Foreword to Backing Australia’s Future, that Higher Education is not now, nor should it become an unfettered free market.  Nevertheless, the reform package significantly deregulates the levels of student contributions that universities can charge.

It is reasonable that universities should be held accountable and required to deliver education efficiently.  But a relatively even playing field needs to be created on which universities may compete.  For universities like Victoria University the playing field is being made significantly more uneven.

As Victoria University indicated in its submission some deregulation is desirable but:

The playing field is not even, with some institutions having enjoyed decades more public funding than others.
  

This uneven playing field together with the financial detriment which Victoria University will suffer will undermine its continued ability to fulfill its mission.  This is expanded on below in the context of a number of the Terms of Reference for this Senate Inquiry. 

Term of Reference 1

The principles of the Government’s higher education package.

As indicated by Minister Nelson in the Foreword to Backing Australia’s Future, the reform package is intended to be an integrated package that meets the stated priorities of Sustainability, Quality, Equity and Diversity. However, in relation to Victoria University it has not delivered on three of these principles.  

Sustainability

As calculated by DEST the negative financial impact on Victoria University is one of the most severe in Australia.  The financial impact, as published, has been underestimated by DEST and the Department has subsequently confirmed this. Details are provided under the heading of Term of Reference 2, below. Transition funding promised by the Minister will ameliorate the financial impact on Victoria University through the transition period of 2005 to 2007.

As detailed under Term of Reference 2, below, the more significant financial impact on Victoria University will be its financial position relative to its competitors through and beyond to the 2005-2007 triennium. 

Victoria University is a relatively new university which has not had the opportunity to develop the same physical infrastructure and financial reserves that many older universities have and will be further disadvantaged as a result of these reforms.

Quality

Because the Higher Education reform package will significantly disadvantage financially Victoria University, it will undermine our ability to deliver quality programs to students, many of whom come from educationally disadvantaged backgrounds.

Equity

The proposed reform package will:

· undermine the regional mission of Victoria University to western Melbourne, a region with high number of areas of low socio economic status and a population with low levels of participation in Higher Education;

· provide inadequate support for students who come from educationally and socially disadvantaged backgrounds; and 

· provide no additional support for universities that have small but growing campuses located in outer urban areas and are serving the rapidly growing populations in those areas.

Term of Reference 2

The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to:
a)
The financial impact on students, including merit selection, income support and international comparisons

b)
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, and

c)
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’.

Impact on Victoria University Students and Potential Students

Section 6 of the Victoria University of Technology Act 1990 lists the objects of Victoria University which include:

i) The development and provision of educational, cultural, professional, technical and vocational services to the community and in particular the fostering of participation in post-secondary education for persons living and working in the Western Metropolitan Region of Melbourne.

The western region of Melbourne is one of the traditional manufacturing regions of Australia. In the 1960’s and 1970’s it was dominated by industry groups that were protected by high tariffs and which were in decline. Consequently the region became home to working people and people from non-English speaking backgrounds with relatively low levels of education.

For this reason, Victoria University caters for a student population that comes predominantly from educationally and socially disadvantaged backgrounds. Information provided by DEST indicates that 14.6% of students in Australia come from non-English speaking backgrounds. At Victoria University the comparable figure is 23.5% giving an indication of the types of backgrounds that students come from and underscores the challenges facing the University in meeting the education needs of the region. 

In the recently released National Report on Higher Education (2001), research undertaken by James, under the auspices of the DEST Evaluations and Investigations Program, concludes:

“Australians from lower socio-economic backgrounds had roughly half the likelihood of participating in higher education as Australians from medium and higher socio-economic backgrounds and that this degree of inequity remained relatively stable for over a decade, despite extensive equity initiatives across the system as a whole.
” 

As documented in the table below, the western region of Melbourne has significantly lower than average participation in Higher Education. 

	HIGHER EDUCATION PARTICIPATION - WESTERN MELBOURNE 2000

	
	
	
	
	
	

	Area
	Attending
	Attending
	Total at
	Population
	Participation

	
	Vic Uni
	Other Unis
	University
	1999*
	per 100,000

	Brimbank
	1,916
	2,540
	4,456
	163,823
	2,720

	Hobsons Bay
	720
	1,398
	2,118
	82,569
	2,565

	Maribyrnong
	846
	1,280
	2,126
	60,992
	3,486

	Melton
	455
	648
	1,103
	46,066
	2,394

	Moonee Valley
	1,107
	3,475
	4,582
	112,111
	4,087

	Wyndham
	691
	1,179
	1,870
	82,871
	2,257

	
	
	
	
	
	

	Total Region
	5,735
	10,520
	16,255
	548,432
	2,964

	Total MSD
	13,111
	106,258
	119,369
	3,417,218
	3,493


Source: WREDO, (2001) Western Melbourne Region: Profile 2001.

University attendance data for 2000 is applied to population data for 1999

so the participation rates derived will be slightly lower than actual.

The above data show that the higher education participation rate in the western region of Melbourne, at 2,964 persons per 100,000 population, is only 84.8% of the Melbourne Statistical Division average. A total of 5,735 students from the region attended Victoria University in 2000. This comprises 35.3% of all students from the region attending university in that year. This demonstrates the very important role that Victoria University plays as a higher education provider in its region. If participation in the west was at the Melbourne Statistical Division average there would be a further 2,900 students from the region at university and a little over a thousand of these would be likely to attend Victoria University.

The appropriateness of charging higher fees to students who are both socially disadvantaged and whose participation in higher education is already low by state and national comparisons is contrary to the legislative mission of Victoria University. As indicated elsewhere in this submission because of the proposed funding changes Victoria University will be caught in the unenviable position of having to substantially raise the fees that it charges.  Most importantly, it may be forced to raise them by more than its main competitors may do and therefore move away from its legislative mission by making higher education less affordable for some low income households. This has the potential to condemn an increasingly large number of socially and educationally disadvantaged students to further disadvantage by not being able to participate in higher education.  

The likely reaction of students from low socio economic backgrounds to higher fees is also addressed in the research undertaken by James and quoted in the recent DEST report which states:

“The perceived cost of higher education appears to be a major deterrent for students of lower socio-economic background. Forty one per cent of lower socio economic background students believed their families probably could not afford the costs of supporting them at university. Well over one third of lower socio-economic background students indicated they would have to support themselves financially if they went to university.
”

Whilst it is recognised that the fee landscape will be changed significantly by the proposed reforms from that in which this research was undertaken, it is unlikely that the reactions of students from low socio economic backgrounds will have changed.  A further fall in participation rates is a distinct possibility. 

Short Term Financial Impact on Victoria University

In its calculations of the financial impact of the funding mechanisms proposed as part of the higher education reform package on universities, DEST calculated that the 2005 impact on Victoria University (in 2003 dollars) will be $3.817 million. This is equivalent to 3.7% of the 2003 DEST operating grant to Victoria University.

Following discussion DEST has acknowledged that its estimate is based on an inappropriate assumption and that the financial detriment to be faced by Victoria University in 2005 will in fact be $4.499 million.

Even this latter figure is a significant under estimate, because the 2005 figure used by DEST includes the 2.5% extra funding available to universities in that year (and the following two years) provided the individual universities undertake as yet unspecified workplace reforms and adhere to Commonwealth determined governance protocols. It is inappropriate to include this 2.5% in the base calculations as DEST has not allocated this funding by way of a make-up for loss of funding under the changed funding arrangements but rather:

To ensure the long term sustainability and quality of the sector within an environment of limited deregulation and international competition… 

In other words this funding is intended to assist the higher education sector to further develop in the deregulated environment which the policy package is creating. 

If the 2.5% of extra funding is removed from the calculation, in 2005 the loss of funding to Victoria University is $5.898 million.  This represents a reduction by 5.7% of the operating grant that Victoria University received from the Commonwealth in 2003.

Minister Nelson has indicated that the Commonwealth will ensure that no university will be financially worse off as a result of the introduction of the reform package.  In support of this he has offered to make up the loss to operating grant to the 2003 level over the transition period 2005-7.  However, the University will be seriously disadvantaged in relation to others unless the loss is also made up in subsequent years. Later in this paper Victoria University proposes a more equitable alternative to introducing the changed funding arrangements. 

Victoria University does not accept the argument that this financial detriment has arisen of it being relatively over funded as a result of its changed student profile since the Relative Funding Model was first introduced, as a one-off adjustment to university funding, in 1990. The RFM took account of the costs of teaching, student support and research as they existed in the late eighties. At Victoria University there has certainly been a movement of load from courses that in the late eighties were regarded as high cost areas, that is science and engineering. However, much of that load has been moved into areas where there are either high on-going costs associated with equipment purchase and renewal that was not taken into account when the RFM was developed and/or discipline areas where there have been high start up costs.  For this reason Victoria University rejects the thrust of the over funding argument. 

Some of the new discipline areas which in response to community and student demand Victoria University has moved load in the last few years include:

Multimedia Studies

Computer Mediated Art

Law

Performance and Multimedia

Osteopathy

Victoria University has met the expectations of successive governments, that is to move student load into areas of high demand. It has been able to move load into these other relatively high cost areas because of the relatively high amount of science and engineering load that it had at the beginning of the nineties.

In 2003 the student load in these discipline areas is approximately 900 eftsu or 9.6% of the total student load which equates to a significant proportion of the loss of student load from Science and Engineering disciplines over recent years. 

All of the discipline areas listed above have very high start up costs associated with both equipment and in the case of Law, library resources. By the end of 2003 it is estimated that Victoria University will have spent approximately $2 million on Law library resources with a need to further develop these resources over the next few years.  The start up costs for the Osteopathy program were of the order of $ 0.75 million. 

Much of the equipment involved is relatively high-end computing equipment (not just personal computers).   The funding implied by RFM weights does not take this into account.

Medium Term Financial Impact on Victoria University 

Whilst there is a very significant financial impact on Victoria University in 2005, Minister Nelson has undertaken to make up this financial detriment. It is also the medium term impact on Victoria University of the changed funding arrangements that is of greater concern to Victoria University.

The aggregate financial impact on Victorian based universities are that of the changed funding approach over the 2005-2007 triennium as calculated by DEST as follows:

	University
	Aggregate Financial Impact 2005-2007

$ million

	Deakin
	24.855

	La Trobe
	15.846

	Monash
	42.043

	RMIT
	41.066

	Swinburne
	3.839

	University of Melbourne
	23.948

	Ballarat
	7.640

	Victoria University of Technology
	-6.870


Over these three years Monash and RMIT will be both in excess of $40 million better off and all of Victoria University’s Victorian competitor universities will be better off financially. Victoria University will be an aggregate $6.870 million worse off.

Even compared with Swinburne, which is the Victorian university that is next most disadvantaged, Victoria University is in excess of $10 million worse off. Given the size of the two institutions, (Swinburne had an operating grant in 2003 of $62.074 compared with Victoria University’s $104.123 million), the relative detriment to Victoria University may be regarded as almost twice the $10 million suggested here.

This means that whilst other Victorian Universities will have the opportunity to take advantage of the extra 2.5% of funding provided each year from 2005 to 2007 to firmly establish themselves in the new competitive environment created by the Commonwealth, Victoria University will be using the extra 2.5% granted each year to make up its financial detriment.

In short, in moving to a more market oriented environment for Higher Education, not only is the playing field financially uneven, it has been made much more financially uneven than it is now. In order to compete on anything like a level playing field Victoria University would need to raise fees to such a level that it would undermine its mission to provide a quality education in the western metropolitan region of Melbourne. In addition, it is likely that competitor universities will also raise student contributions well above the current HECS level.  As a result, the financial detriment to Victoria University will continue to undermine its ability to compete on anything like even terms.

Other Impacts on Victoria University

Because of both its regional mission and its history of amalgamation, Victoria University supports three campuses which offer Higher Education programs in the outer urban areas of Melbourne’s west. These campuses and their current higher education enrolments are as follows:  

	Melton
	410

	Sunbury
	580

	Werribee
	610


(It is noted that some TAFE programs are also based at each of these campuses.)

The three campuses are all located in rapidly growing residential areas. Werribee campus is located in the City of Wyndham which is nominated in the new metropolitan strategy Melbourne 2030 as one of the three major residential growth corridors for metropolitan Melbourne. Whilst there is no clear sense of what student load a viable higher education campus should have, there is no doubt that each of these campuses is far from being viable in terms of offering a wide range of programs and the range of student support and recreational services needed.

It is clear that as metropolitan Melbourne continues to grow these will eventually be viable campuses and that there will be a high demand from local residents.  Victoria University has the responsibility of building up these campuses while the population in their catchment areas grows.

With three outer urban campuses Victoria University has a greater responsibility for such campuses than any other Victorian University. With campuses at Berwick and Frankston, Monash University (which incidentally is the Victorian University that is most financially advantaged by the Nelson reforms) is the only other university with more than one outer urban campus. It is acknowledged that other Victorian universities also have campuses in regional areas but these are financially supported by the reform package.

In this respect Victoria University is treated inequitably by the reform package.  

The reform package takes little or no account of the specific mission of universities such as Victoria University. Whilst it is intended to provide a limited number of scholarships to support the students from various equity groups, the extra costs associated with teaching students and providing appropriate support to students from socially and linguistically diverse backgrounds, is not recognised in the reform package. This problem compounds and is compounded by the financial disadvantage that Victoria University faces.  

It is acknowledged that it is difficult to accurately document the higher costs associated with teaching students who are from socially disadvantaged and linguistically diverse backgrounds. Richard Teese from the Educational Outcomes Research Unit at the University of Melbourne, one of Australia’s most respected researchers on access to education, said of Universities serving the most vulnerable sectors of the population:

“They need targeted support from governments and no small dose of courage…(for) small group teaching, closer supervision of student work, greater accessibility of staff, short cycle awards through TAFE Departments or alliances, industry placements…”

Impact on the Region We Serve

The western region of Melbourne is in the process of recovering from the impact of the decline in manufacturing industry that has had a major impact on the economy of the region from the seventies onwards.  In the nineties the region has undergone an economic revival and in place of the traditional manufacturing industries are new industries including transport, warehousing and logistics, specialist manufacturing with a focus on the domestic market and export, food including fresh produce for export and an emerging biotechnology specialization that is based around the rapidly developing research capabilities of the biotechnology precinct of which the University’s Werribee campus is a key component.  Many of these rapidly growing industries take advantage of the transport location advantages of the Port of Melbourne and Melbourne Airport. The University has been working with industry and the Western Region Economic Development Organisation, the peak economic development group in the region, in active partnership to further the development of the region. A recent initiative is to develop western Melbourne as a Learning and Innovation Region.  

In 1998 Western Melbourne Institute of TAFE was merged with Victoria University to create a very large dual sector university that is the major post secondary education provider in the region. Its role as a key economic driver in the region is under threat. 

Term of Reference 3

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

The University’s bjective in research is “to provide research and research training of the highest quality satisfying the needs of the University’s stakeholders, and to be internationally recognized for practice-based research relevant to the needs of society”.   The University’s research and research training performance reflects these objectives.  For example: 

a. The University has a high level of engagement with external stakeholders compared with other universities.  For example, over 60% of the University’s research income for specific research projects is obtained from our external partners including industry, government departments and community organizations.

b.
The University’s research income from international sources has increased some seven-fold, to $695,000 over the period 1999-2002.  In addition, the international standing Centre for Strategic Economic Studies (CSES) has recently been recognised with a grant of almost $1 million over 3 years from the Merck Foundation to fund a program on pharmaceutical policy issues.  CSES will undertake research aimed at informing government policy and public debate on the pharmaceutical and biotechnology industries.  CSES is one of only twelve academic centers internationally to be supported by the Foundation.

c.
One indicator of quality of our research is in relation to our graduate students, where over 90% of student theses have been passed without requiring re-examination by external examiners.  

As part of the reforms to the funding announced by the Commonwealth Government at the end of the 1990’s, institutional grants to universities to support research and research training activities were restructured.  For example, the Research Quantum (RQ) and ARC Small Grants Scheme was replaced by a new Institutional Grants Scheme.  In addition, a new funding scheme, the Research Training Scheme, was introduced to separately fund research degrees.  Funding for these two new institutional grants schemes are allocated on the basis of the University’s performance for research income, research publications, postgraduate research student load and postgraduate research student completions.  As a transitional arrangement, any increase in funding is capped at 5% per annum until 2005.   Because of Victoria University’s rapidly improving research performance, this cap has been imposed and has resulted in the University receiving a smaller share of IGS and RTS funds than its growth in performance would justify.  

	Year
	Funds
	Before Capping Amount, $m
	After Capping Amount, $m

	
	Institutional Grants Scheme
	
	

	2001
	RQ/ Small Grant*
	-
	1.437

	2002
	IGS
	2.124
	1.577

	2003
	IGS
	2.303
	1.656

	
	Research Training Scheme
	
	

	2001
	RTS
	
	4.710

	2002
	RTS
	4.736
	4.736

	2003
	RTS
	5.758
	5.087


* RQ/Small grants income was calculated on a different formula to IGS

In short, because Victoria University is a young but rapidly developing university, Commonwealth policy penalizes it by capping the increase in research funding which it would otherwise achieve.

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

Amendments to the proposed reform package that would be supported by Victoria University include: 

· Introduce a weighting to the Commonwealth Course Contributions for the two Metropolitan universities which serve significant larger equity regions to bring the base operating grant in 2005 to at least 2004 levels, and thereafter to increase normally from this base, in recognition of the additional “value adding” required to support the development of equity students to exit as high quality graduates.

· Develop criteria in the Learning and Teaching Performance Fund that would recognise the high level of performance that is required in meeting the learning and teaching needs of students from NESB and low SES backgrounds. 

· Greatly increase the number of Commonwealth Education Costs Scholarships that provide support for students from the various equity groups. Such scholarships should help these students offset the higher costs that they are inevitably going to face as a result of the introduction of the reform package. 

· Provide loadings for campuses that are located in outer urban areas with size of the loading being dependent on the number of such campuses that a particular university supports and in addition a factor that recognises the relatively high fixed costs associated with small, but growing outer urban campuses. The loading should cut out when campuses reach a particular size. It is argued that the loading to regional campuses should only apply to campuses that are below a particular size threshold.

·  Remove the capping of the increase which can be achieved in IGS and RTS research funds.
Professor Jarlath Ronayne

Vice Chancellor and President
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