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Submission to the Inquiry into higher education funding and regulatory legislation

Presented by Vijay Nellailingam, President.

Prepared by Aaron Dibdin, Advocacy & Research Organiser.

EXECUTIVE SUMMARY

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

· The consultation process was set up in such a way as to achieve a predetermined outcome.

· Conservatives have been trying to achieve these changes since Whitlam’s Government and there is nothing new in these ideas.

· While it is universally acknowledged that something needs to be done about universities, the case for why these reforms are necessary seems to have been assumed rather than explicitly stated, so the motivation for this reform is not immediately clear.

· Seeking further private contributions, forcing course rationalisation, increasing student numbers through full-fee places and radical
 alterations of university governance are moves that raise serious issues that the Government has made no serious effort to address.

· The reforms appear driven solely by market ideology rather than national need, with the result being as much neo-liberal ideology as the Minister thinks the electorate can take, rather than a clear vision for the Australian higher education sector’s future.

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 students, including merit selection, income support and international comparisons,

· The Federal Government has ignored the effects of study debts, and has therefore extended an already deterrent loans scheme.
· The fact that the debt is deferred means that at the end of a student’s degree, she/he can sometimes come out with far higher than expected debt.
· HECS already discriminates against women, making the debt bigger is not going to help.
· Because of systematic under-funding, universities will be forced to take as much of the allowed 30% increase ‘as the market will bear,’ simply to cover costs. The government is pushing its responsibility onto students and their families.
· The increase in the repayment threshold is good but the increase in maximum rate of repayment to 8% is not, creating a very high top marginal rate of income tax for graduates. 
· Expanding the full-fee system is dangerous, and will lead to ballooning student debt, much of which will be impossible to recover. It makes bad economic sense, from the point of view of deterring students and accounting for a loan that may never be repaid.
· Expansion of the full-fee system with an income-contingent loans scheme
 also foreshadows doing away with the subsidised places. 
· Debts already discriminate against those who take on education later in life, increased debt only more so.
· There is a limit to how much debt a student can realistically pay back, and some programs may be beyond this limit.
· In New Zealand, study debt is contributing to a brain drain, and the sexist effects of the debt are plain to see, women take far longer to pay back their debts than men.
· Bank managers in New Zealand have indicated that they take study debt into account when considering loan applicants. Therefore large debts will clearly impede graduates seeking mortgages.
· Study debts have manifested themselves as clear deterrents to low SES people from accessing university education in New Zealand.
· Learning entitlements, or as they are better known outside of Backing Australia’s Future, vouchers, restrict students’ options rather than give them freedom, and open the way for more private institutions to get public money and are a disgrace.
· The number, size and duration of the scholarships is small, leading to the conclusion that they are a distraction rather than a genuine effort to promote equity.
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

· The new Commonwealth Grants Scheme is a carrot and stick exercise to bribe/force universities to accept radical changes to their governance, staffing arrangements and student representation.

· Financial penalties imposed on universities will mean that they will be forced to take on full-fee payers.

· The $440 million reform fund bribes universities to adopt deeply regressive industrial relations policies and VSU.

· The increase in fully funded places will only cover the existing marginally funded places, there is no provision to expand the sector at all to cover for unmet demand beyond offering full-fee places

· The increase in funding does not come anywhere near the amount of funding slashed from the sector.

· The funding shortfalls have made themselves felt through increases staff-student ratios and decaying resources.

· Corporate donations are only a genuinely financially viable option for the prestigious universities, and even then they compromise research and staff.

· Alumni donations are obviously more prevalent for older richer universities, who have older, richer graduates and more of them. Graduates of former CAE’s are hardly likely to be inclined and less likely to be able to afford donations.

· Older universities have far superior asset bases to newer universities, therefore they have greater income generating capacity from these assets and newer universities will be left behind.

· Under-funding, in the case of UWS, has resulted in inappropriate policy decisions and scandalous incidents like the infamous book burying in the former Macarthur member university.

· Course rationalisation impacts on diversity and dumbs down universities. Forcing universities to compete for the right to offer certain courses will lead to a reduction in the number of students doing flexible, truly generalist courses.

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’.

· Since when did education cease to be a public good? If it didn’t, then why don’t we have free education?

· Deregulation starves less prestigious universities of funds because of their inability to compete.

· Research has shown that students focus strongly on prestige and reputation when making selections.

· Deregulation unfairly advantages older, richer universities.

· ‘Rational choices’ in economic terms means needing perfect information, which students do not and cannot have at their disposal.

· World-class universities are simply not a realistic aim, too expensive and too elitist.

· The regional funding package is insufficient, and gives funding to some universities and not other similar institutions.

· UWS serves a particular community, one that it will find hard to provide for in a high quality way in a deregulated environment, with insufficient potential income to offer top-quality teaching, learning and research. This can only result in fewer graduates from western Sydney, and consequently a skills shortage in a region key to economic development.

· The number of new teaching and nursing spots is a drop in the ocean. The ALP’s policy is far better in addressing these shortfalls.
3
The implications of such proposals on the sustainability of research and research training in public research agencies.

· There is concern about how small universities will be able to compete for research dollars from the Commonwealth.

· Some universities may simply not be able to compete, and may lose all research capacity.

· The result, teaching-only universities, is effectively a re-establishment of CAE’s- if the Government wanted to do away with the Dawkins reforms, why didn’t it say so?

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.

· Encouragement for universities to comply is more like compulsion.

· Representative-based governing boards are essential for universities to continue operating in a democratic way.
· Governance reform will see major stakeholders’ concerns ignored.
· OMSO will mean students lose.
· Student association fees are no more forced on people than taxes are, and just as essential to a functioning university community as taxes are to a functioning nation.
· The essential nature of many student services means that they would have to be provided if students couldn’t- so universities have to do even more and they aren’t permitted to charge a fee for the provision of these services.
· The governance reforms and OMSO are areas of State responsibility, so they aren’t things the Commonwealth can just do.
5
Alternative policy and funding options for the higher education and public research sectors.
· The Government simply did not consider some other options for the policy.

· Fully funding education is a solution that gets around the problems of brain drain, access and other problems relating to under-funding.

· The cost of abolishing HECS would be $1.8 billion annually, a realistically affordable cost.

· Free education would no longer be middle class welfare due to the massification of higher education.

· The ALP policy is a considerably more progressive effort.

· The Government’s earlier policy decisions are now having serious adverse effects, and this package is even worse.

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

To begin, it is imperative to note that in spite of claims of ‘consultation’, the review process undertaken in the latter half of 2002 was deliberately structured in such a way as to exclude minority voices- particularly those of students and staff
. Brendan Nelson claims “Consultations confirmed the Government’s view that major reform to the policy framework for higher education is required.”
 This may be true, but the result is something that caters to the needs of business and capital first- students, staff and the general community second. 

It follows on from what the conservative side of Australian politics has sought to do since Whitlam- to deregulate universities. These changes allow them to finally and totally dismantle the higher education reforms of the Whitlam, Hawke and Keating Governments. This package is explicitly aimed at the ‘market’ rather than the people. Education (and the government that provides and administers it) should be for people and not for profit. Immediately, this indicates that this Government has lost the point. 

By Nelson’s own assessment, significant problems at the moment include rising costs of course provision, (and partly linked to that) a need for increased resources, and under-representation of students from disadvantaged backgrounds and high rates of non-completion. All these are serious problems, and present between them a pressing case for reform. 

However some of the other motivations for reform are less clear. The need to access funds ‘from additional income streams’
 is not given any explanation, nor is it necessarily apparent within universities that they require funds from ‘additional’ (meaning private) sources. Similarly, it seems to be assumed to be an a priori fact that duplication of courses and small units is a bad thing. Nelson complains about over-enrolments, and the drop in quality that results
 but does not canvass options other than tightly restricting universities’ ability to access funding for student places. 

The package states very clearly that each institution will enter an agreement that will;

“...specify the number of places and the discipline mix the Commonwealth will support.”

In other words, DEST has had enough, and now they’re taking over. But they simply have an ideologically driven small-spend agenda, mixed with a similarly driven agenda to restrict the actions of universities, smash unions and make students pay more for their education.

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 students, including merit selection, income support and international comparisons
The Australian Government has largely ignored the effects of study debts. This is a foolish strategy, as study debts impact on the community at large, as well as the individual students. Some research has found such debts to be discriminatory. Increases in the level of debt being entered into only enhance the problem; possibly creating a generation of Australians who will flee the nation to escape the crippling effect of their education.

Under current arrangements for those who have deferred their HECS, the debt that they are faced with upon graduation is a massive amount, often larger than what was originally anticipated. One in three women who had taken the option to defer HECS will retire with a study debt. This means that, for women, HECS is a dangerous debt that could be with them for their lives. As the cost of higher education increases, so will the number of women facing this debt for life. This is a far cry from the idea that HECS is a contribution to an investment in a student’s future. These effects are not as evident in men who enter into a study debt. The reason for this is that women are more likely to leave paid employment to become a homemaker or for maternity reasons, than men. Women are also more likely to take on non-paid work and women usually receive less pay than their male colleagues do. Dr Nelson notes this inequity where he states that ‘gross lifetime earnings for men are over $600,000 more for men and $400,000 more for women by comparison with their non-graduate counterparts.’
 This is tantamount to acknowledging that fees are adversely and discriminately affecting women.

The option to allow an increase of up to 30% in HECS will realistically mean that many universities will in fact take up the entire 30% or close to it.
 The reason for this (and it is acknowledged by effectively all stakeholders but the Federal Government) is that universities are, and have been for some years, chronically under-funded. The allowed increase permits universities to shift the burden of costs from the Government to students. The Federal Government is shirking its responsibilities.

The increase in repayment threshold is a good move, and protects low-income earning graduates from what is in practicality an income-tax hike. The original concept of HECS put the minimum repayment threshold at average earnings- recognising that until a graduate is earning over this figure they are not really accruing a private benefit from their education. This is somewhat outweighed by a higher maximum rate of repayment for graduates earning over $65,000
, which raises their top marginal tax rate to 56.5%.
 This is very similar to the top marginal rate of income tax (60%) that existed until the Hawke Government revised it down to 47% in the 1980’s. Interestingly, this means that in effect, the Howard Government is supporting the idea that high income earners should pay high taxes, but only if they weren’t rich enough to pay up-front for their tertiary education. In the end, they may get their debt paid off faster, avoiding the interest-like effects of CPI indexation, but may still have less money in their pocket for the term of their debt. Perhaps the Government could have retained the previous top repayment rate but encouraged graduates to make voluntary contributions if they wish to be rid of their debt sooner rather than later.

The establishment of an expanded full-fee scheme for undergraduates is a dangerous concept. A similar scheme in New Zealand has seen student debt balloon up to $5 billion in ten years, and has now overtaken New Zealand’s public debt
. Such a move will also result in negative effects for the community. With increased levels of debt, graduates will be forced overseas or will pass on the cost of their education to the consumer. This will mean that professional services will become out of reach for members of lower socio-economic communities.

The particular problem in the loans system lies in the FEE-HELP scheme. Aside from the fact that it is a wolf in sheep’s clothing, expanding fees while changing them from an up-front cost to a lifelong debt, it’s a simple looking system where the devil is in the detail. The first key problem- it carries interest. This is not even the worst thing; graduates cannot pay their FEE-HELP loan until they pay their HECS-HELP loans. Students will rarely pay their HECS within 10 years, so the university extracts maximum interest out of the loan. Not only is the Commonwealth unwilling to accept that there is public good from these courses (if there were, then they would subsidise them), but they have structured it so that universities who take up the scheme will actually profit from doing so! This is a disgrace- education is a public good, not an opportunity for corporate profit. The maximum loan is also only $50,000, leaving a full-fee student starting today in a Bachelor of Dentistry at Sydney University (a four year program with an annual fee of $27,000) searching for an additional $4,000 by the end of her/his second year, $58,000 by the end of her/his program. Even a student who completes a Bachelor of Arts in minimum time with no failed subjects will be paying $12,300 per year, or $36,900 for her/his course
. Given that this is the shortest and cheapest full-fee course on offer at Sydney University, it makes a mockery of a loans scheme with a maximum loan of $50,000. A course need not be much longer or more expensive to erode that remaining $13,100. 

More ominously, the introduction of a loans scheme for fee places foreshadows the possibility of simply abolishing HECS and leaving a pure and unsubsidised loans-for-fees system. The system could still be argued as being ‘equitable’ because there is no up-front fee, but there has been no consideration given to the question of whether student debts constitute a disincentive to study.

One key issue with ballooning student debt is that student debt is not actually considered to be a public debt, but in fact it is nominally regarded as a public asset. New HECS debt each year is a debt to the Government so it is counted towards the surplus (to the value of $1.9billion). The issue with this is that it will not necessarily come back to the Government. As the debts are written off as debtors die, the amount to which this asset has been overvalued will become apparent. So within perhaps 30 years, we will see the Commonwealth reaping the ‘benefit’ of having claimed student debt as a heavily over-valued asset. A potential consequence of this may be that the Commonwealth could then decide to privatise the debt, with potentially horrific consequences to the remaining debtors. What of a mature-aged student who takes on a degree to start a second career? She/he will have to consider the potential effect of not being able to pay off her/his debt at time of retirement. There is the possibility that the Government could privatise the debt, allowing the private creditor access to the graduate’s superannuation nest egg. Depending on the degree, this could be more than $100,000 taken from the graduate’s retirement savings, for far less private benefit than someone who had taken the same degree as a school-leaver.

The interest rate system applied effectively amounts to commercial interest- 3.5% plus CPI will tend to approach 6% or above. More sinister is the fact that the interest applies for the first ten years of the loan- before finishing study and before any HECS-HELP loan is repaid. The interest is thus applying when the interest is as high as it can be. Wealthier families who can (at least partially) pay the costs up-front avoid the interest. This slugs the students from poorer backgrounds disproportionately.

Additionally, the maximum loan is $50,000, enough to cover approximately two years of a Bachelor of Veterinary Science course at the University of Sydney- a five-year course. Thus the loan scheme is inadequate, forcing students to either pay up-front or obtain a commercial loan for any programs costing over $50,000. 

As a further disincentive to students from lower-income families, the cap on the number of fee-paying places will rise to 50%. The top half of any course, in marks terms, will be HECS places. There is a problem though, and that is that the higher a student’s SES, the more likely they are to receive higher marks- and therefore have access to a HECS place. So the less capacity to pay, the more likely you are to have to rely on a FEE-HELP place. 

Some of Bruce Chapman’s findings show the realistic limit of feasible debt, and the discriminatory nature of study debts:

“Finally, there will be some level of HECS above which it is not feasible to collect the debt – former students will simply run out of time while earning…”
“The calculations used the 1995 ABS Income Distribution and Household Survey, updated for 2001 wage levels. They showed that the average female graduate, working full-time, could not repay more than $60,000 from age 22 to age 60. This suggests also that a very large number of women would repay less than this figure, since many women work part-time in their lifetimes, and for even those in the fulltime labour force many will earn less than the average. 

“For average male graduates the story is brighter with respect to HECS collections, since men earn considerably more than women over their lifetimes. It was further found that the average male graduate could repay $100,000 in debt, and that this would take around 31 years or so.”

It is simply the case that a too-large debt will not be paid off, at cost to the Government
New Zealand has also found that these debts do have broader implications. Research from the Otago University Students’ Association found that almost fifty percent of bank managers had rejected a request for a personal loan or mortgage with a study debt having a factor in that refusal. The research also found that eighty-three percent of bank managers believed that study debts were adversely affecting their clients’ ability to seek finance.

In 1999, the New Zealand University Students’ Association and the Aotearoa Polytechnic Students’ Union released a “debt casebook” which detailed more anecdotal concerns. Some of the responses on various areas of concern are as follows:

Repayment Times: Respondents were asked how long it would take to repay their debt.

Forever. ‘Til I die.

100 years… I’m taking it to the grave with me.

Retirement Savings: Respondents were asked how they were saving for their retirement.

I’ve for a debt to pay. I can’t do everything.

How can I put aside for that and pay my student loan off?

Further Study: Already I pulled out of my Masters partly because I didn’t want my loan to get any bigger

Children: My partner is reluctant to have children any time soon, as our combined student debt is over $40,000.

It is apparent that across the Tasman, a study debt has far reaching implications on the lives of those who incur it. Australia would no doubt already be feeling the effect of the same consequences, and it is imperative that allowing more people to enter into debt stops, to avoid the very real social and economic ramifications.

A study undertaken by the Auckland University Students’ Association found that High School students from low socio-economic backgrounds were not seeking to participate in higher education as much as they did before fees were introduced in education. The most common reason given by these students as to why they were not going to university was that they couldn’t comprehend putting themselves into that much debt. 

This constitutes a clear rebuttal of the Minister’s claims that debt is not a deterrent, and that offering a loan scheme increases the number of available places. The Liberal Party Federal Platform states that Liberals will ensure that, amongst other things:

“...all children have access to the best possible education, irrespective of sex, race, religion, socioeconomic background or place of residence.”

The Minister is failing his party faithful, the nation, its families and its students. There is no reason to suggest that offering a loan scheme with fees in excess (and in some cases, far in excess) of $10,000 annually will increase access, nor is there any suggestion that this could provide a better education system.

The 5-year time limit on student ‘learning entitlements’ is a deeply regressive move. This will adversely impact on many students who will fail subjects on their way through their courses who then have to pay full-fees. In addition, this leaves universities with no option but to offer full-fees to those students who do exceed their 5-year period, because what university would want to exclude a student entirely just because their learning entitlement had run out? That the entitlement refreshes after a number of years is not so bad, but this begs the question: would it not be better to allow students access to subsidised places to foster lifelong learning regardless of whether their entitlement had ‘refreshed’ or not?

Students’ paths to higher research should be considered, and the choices that students make on their way to the higher degrees. Typically a student will be identified as talented (either by her/his teaching staff or by the student realising “hey, I’m not bad at this, and I like it, I wouldn’t mind doing my own research.”) and they then progress to higher programs, from honours or masters programs through to doctorates. The decision to continue on with study means incurring higher debt. People with high debts have effective incentives to then move overseas to escape the debt or (just as likely) get a higher paid job than is on offer in Australia. The Council of Australian Postgraduate Associations (CAPA) notes that: 

“In 2000, the number of Australian-born people emigrating from Australia was the highest ever recorded, having doubled since 1995.  These people were more likely to be aged 25-34 years, and more likely to be moving to the USA, Singapore and Canada - destinations which indicate that employment was a major motivator for emigration.”

This is a terrible cost to the nation- young professionals, educated in Australia at high quality universities, taking their qualifications overseas because the jobs aren’t good enough here or their debts are too high. 

· 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

The new Commonwealth Grants Scheme causes concern, largely because it brings such strict restrictions on the autonomy of institutions to decide how many places they will offer and in which subjects. The full funding of previously marginally funded places is good, but does not go far enough in addressing the significant effect of unmet demand on the sector, which at 53,925 in 2002
 is significant. 

The replacement of block operating grants with the Commonwealth Grant Scheme is a simple carrot and stick exercise to force universities to sacrifice their autonomy to decide how many places they should offer for a minor funding increase. The financial penalties that universities will incur for over or under-enrolments will actually force universities to offer full-fee places. The reason for this is that they will need a supply of full fee students to whom they can offer subsidised places in the event that subsidised students drop out. Also, it makes it simpler for the universities to offer as many places as it wants, and if you are the first student after the 101% threshold then you are the first full-fee payer.

The tying of the funding increases to governance reform and industrial reform is a disgusting attack on the rights of groups within universities to have their voices heard at the highest level and on the rights of staff to collectively organise to bargain for a fair wage. It is also an attack on the universities’ administrations, effectively telling them that their governance processes so far have been incompetent and that dealing through unions is unacceptable. The governance changes are a matter for the State Governments however, so their passage is far from guaranteed, as they will also lose their voices on university governing boards.

The attraction of the reforms to universities is simply that there is new funding on offer. The problem is that the new funding is a poisoned chalice- it comes at the3 expense of industrial relations reform, governance reform, course allocation reform, fee reform and student association reform. In total, the series of reforms constitute an attack.

The new policy will very likely see an increase of public funding to private institutions, an increase in student contributions, a stagnation in public funding to public institutions, commercialisation of research and a sector driven by competition rather than national needs. These implications are in fact disastrous for higher education in Australia and should be avoided.

The new funding on offer is simply to counteract the cuts that this Government has brought to the sector as a whole. NTEU figures suggest that in comparison to 1996, in 2001 universities received $1,173 less per student, students’ share of the cost of their education rose from 19.6% to 34.5% (a rise of $1,745) and the government spent (in real, or inflation adjusted, terms) $996 million or $2,325 per student less in 2001 than 1996.
 The new package does nothing to redress this funding shortfall, and as a result universities simply have to do more with less. Staff-student ratios are rising, courses are being cut, staff numbers are being cut, and quality is dropping. It is unacceptable of a government that expects to be taken at all seriously in the field of higher education that this be treated as an acceptable, let alone desirable, state of affairs. It is a situation of tragic consequences for a generation being denied access to high quality education because of this Government’s disinterest and neglect.

Because of cuts (or even in the best cases, stagnation) of Commonwealth support, higher education institutions are increasingly being encouraged to seek funding from alumni and corporations. Funding from these sources is only likely to be substantial for the older ‘sandstone’ universities. Newer and regional institutions, such as the University of Western Sydney are unable to attract funding from these sources as effectively as the sandstones. Corporations are more inclined to donate money to universities that are seen as prestigious, and therefore are likely to pass funds on to the older universities, which have had time to create a strong reputation and have notable graduates.

Corporate donations also have the negative effect of undermining research. Funding is less likely to be attracted to humanities courses, as the research is not usually of commercial interest. Other areas, such as sciences, law and commerce may attract corporate donations, but also risk having their research owned by donators and also have their courses and research autonomy undermined by commercial interests. One of the purposes of research and education is for it to be able to provide wide-ranging views and criticism of society and industry. Continuing truly independent research would not be viable for institutions taking on corporate donations.

The main problem with regards to alumni contributions is that graduates would have the more important responsibility of paying off their study debt. Therefore it is unlikely that universities would be able to tap this source of funding. Alumni contributions are more likely with older universities, which have greater numbers of graduates, and existed during the period in which free education was a reality. Pursuing this source of funds is unrealistic for newer universities. In cases such as the University of Western Sydney, where its graduates often stay in Western Sydney, then alumni contributions would also be small due to the lower earning capacities of graduates in the area. Former CAE graduates would also have lower earning capacities due to the fact that they were predominantly vocational courses. These contributions are far from a solution to the chronic under-funding that higher education institutions are suffering from. 

Older institutions are able to also rely on income from assets such as land and housing to help overcome funding shortfalls. This is not a solution in itself however, as newer and regional institutions are unable to rely on such assets. Regional institutions are less likely to own land of equal value, as that owned by older city institutions. Furthermore, such land or other assets would be unable to generate the same levels of revenue as the older institutions. 

It is worth considering the sort of inequality at play here. The University of Sydney has total assets of 2.557 billion
 at its disposal. UWS has a paltry 608 million, 23%
 of the assets, in spite of having 84% as many students.
 The sandstones have been fortunate enough to have had decades of public funding, and through this have been able to strengthen their asset base. Therefore it is unrealistic to expect the University of Western Sydney to be able to generate income from its assets equal to that of the University of Sydney.

Examples of the problems with under-funding can be found within the University of Western Sydney. A case in point is the “Show Cause” policy that was adopted and implemented for the 2001 academic year. The policy was detailed with very specific means of execution and a prescribed time line. However, due to the lack of resources, the policy became a mess. The policy overstepped its time line, amongst many other problems, and resulted in every case having a right to appeal due to procedural unfairness. Another issue is the library system at the University of Western Sydney. The library is not inclined to accept donated books, as it is unable to afford to catalogue them or to store them. Indeed in the past this resulted in a former member university, the University of Western Sydney Macarthur, burying donated books, including original works and texts over one hundred years old. These problems are unfortunate, and are a result of the lack of resources being provided to the University of Western Sydney. It is imperative for the future development of this institution, and many others, that the Government increases funding. UWS has made strong efforts to cut costs, including a very difficult restructure, merging the three former members (Hawkesbury, Nepean and Macarthur) and slashing jobs. This has arguably been to the detriment of the university and any further pressure may be unbearable.

Course rationalisation makes no sense. Diversity comes in a variety of forms. Many universities offer the same degree programs, for example a Bachelor of Arts. However the diversity comes from how the degree is taught, the different institutions have their own ways of doing things and through each offering different programs for the same degree achieve collectively a vibrant and dynamic university sector. Small courses are part of this- while there are courses for which there is limited demand, what is to say that those courses are not valuable in providing a diverse range of options for students to study. It may not be the most ‘efficient’ way to provide a course, but to measure universities by their efficiency is to reduce the colour and life of the university system to grey pages of numbers.

It is a fact that many institutions provide units with low enrolment numbers. What must be understood is that these units continue to provide a use for society. Also, it is important for institutions to be able to provide a variety of course options, and this includes a large variety of electives to allow for unique combinations to be provided. It is fundamental if universities are to continue in their role within society as a conscience and a place to assert tolerance, understanding and knowledge. This diversity is fundamental to the existence of a vibrant and innovative society. Removing courses due to the inability to find funding to maintain it is a tragic result of the financial constraints that are upon our institutions.

Competitive course allocation will lead to some universities being able to offer some things, other universities others, and lead to the disappearance of many popular combined and/or generalist programs. This can only lead to less flexible graduates, who may well need to return to study to ‘re-qualify’ of their narrow-focus degree becomes obsolete or their employment preferences or priorities change. This would lead to a loss of freedom for students.

· 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’

The culture that has developed in Australia is one that expects students to contribute to their education. However, this view is naive, given the implications it has on society- is education no longer a public good? 
Deregulation, is ultimately a means to starve less prestigious institutions of funds. While the sandstones will be able to charge a larger amount than the voucher is worth, and still attract students, the newer universities will have to simply accept the voucher at its value. The result of this is a two-tier system, where richer students will be able to access a quality education, while poorer students will be faced with limited opportunity. Whilst the sandstones will be able to attract students despite higher fees, these institutions will grow in revenue and status. Newer universities would not be able to compete with the status, and would therefore be inclined to offer cheaper fees, and suffer from spiralling under-funding. 

Despite some public perceptions, newer universities are not necessarily providing a poorer class of education, but rather are simply perceived to. A 1999 DETYA research report into the factors influencing students’ choices of universities showed interesting results: 

“Overall, the study found that:

· Field of study preferences are clearly the dominant factor in prospective students’ decision-making;

· Applicants’ field of study preferences are associated with striking differences in the factors they consider important in their choice of a course and university;

· Applicants focus strongly on broadly conceived course and institutional reputations when making their selections;

· Course entry scores, and by implication ‘university scores’, serve as a proxy for quality in prospective students’ eyes;

· With the exception of ease of access from home, institutional characteristics beyond the specific qualities of particular courses are not strong influences;

and

· Applicants report generally low levels of knowledge of specific characteristics of courses and universities.”

For a market to operate properly, there needs to be adequate information for consumers, and there needs to be a system that ignores things like ‘prestige’ and ‘reputation’, or else the institutions without the prestige and reputation will never draw the calibre of students and staff to build these things up. These reputations are even more important to graduates who, after paying large amounts of money, wish to have a degree from a reputable institution. Therefore newer institutions, which are providing quality education, will in the future lose that quality because of conceived reputations, which are not necessarily accurate.

Bruce Chapman, the architect of HECS, former ALP policy advisor and now Professor of Economics at ANU wrote of deregulation of university fees:

“A critical issue concerns the extent to which universities should be free to set prices. 
“There are two important reasons to be concerned about unfettered price competition between Australian universities. The first is that the extent to which institutions will be able to benefit from price discretion will be a result of their location and history. For example, the Universities of Sydney, Western Australia, Adelaide and Melbourne are located in prime areas of their respective cities, and this gives them a significant commercial advantage. The fact that universities do not pay rent means that the playing field is not level. 
“Further, an important part of universities’ relative standing is the result of many years of public subsidy. Reputations have been built up from these subsidies, implying that there might be important rents accruing to some universities from unfettered price competition. In turn this suggests that the alleged benefits of competition could be undermined without close attention to these issues of both geography and history.”

In other words, if the University of Sydney feels like having the right to freely set their fees, perhaps they can create a level playing field by first negating their privileges- selling off the sandstone and using the proceeds to pay the rent owing for the last 152 years might be a good start.

Deregulation and economic ‘choice’ boils down to the idea of homo economicus pulling out the calculator, examining their forgone income while studying and their future gains through the higher salary their degree will entitle them to, doing a few sums to compare these with relative private costs and making their decision that way. This ignores the fact that we simply don’t know, at 17 or 18, what we are going to be doing in 5 years’ time, let alone 20, 30… etc. We also don’t know what degrees make you earn more, what we are going to like. The Minister himself changed from economics to medicine, a hard thing to do with a learning entitlement.
 As we see from the above information, this is simply not a realistic account of how people choose their study paths. 

Brendan Nelson has expressed a desire for a university in the top 100 in the world. Australia is simply unable to have world-class universities at this stage. When comparing Australian universities to those in the US and UK, one must also consider the turnover of these institutions. These elite institutions in the United States have, individually, turnovers in the billions, comparable to the entire Australian higher education sector. The necessary capital to provide for such elite institutions in Australia is simply not available. The cost alone should sway any thought of having several world-class institutions. Instead Australia would have at most two world-class universities. Given the small number of students in comparison with the very large cost, it seems that this ideal is highly ludicrous. 

For example, Harvard had annual revenue last year of $2.357 billion, expenses of $2.287 billion and assets of $21.276 billion. Those figures are in US dollars, so to translate that’s revenue, expenses and assets of $3.620 billion, $3.513 billion and $32.682 billion respectively for the year 2000/01.
 We simply cannot compare to them- the Government’s total financial outlay is not much bigger than that. According to Budget Statement 6, total Federal expenditure on higher education will come to $4.314 billion for 2003/04.
 According to current exchange rates and not factoring in inflation (which would close the gap) Australia only spends $694 million more on education than Harvard- one world class university would cost us 84% of our total education budget. Plainly that is a ridiculous proposition for Australia, the total revenue for the University of Sydney for the year 2002 was $894 million, assets $2.557 billion.
 Total revenue for all universities in NSW from all sources in 2002 came to $3.572 billion, total net assets $6.946 billion.
  Clearly, between government and the private sector we still do not have the capability to offer a Harvard on our shores. The question “why do we need a Harvard?” is a good one. Why do we when our university sector is already diverse and dynamic, regardless of Dr Nelson’s claims about a ‘collision course with mediocrity’?
 For the Federal Government to fund such a university actually would be elitist, allowing only the very extremely talented (or rich) to access a premium education. Now this may be in keeping with the notion that if someone chooses to invest heavily in something she/he should be allowed to, but encouraging this is not in keeping with Australia’s supposed ethos of egalitarianism, a classless society and a fair go. A more realistic method of avoiding mediocrity would be to have a broad, diverse, accessible and fully funded public university sector.

The 25,000 new fully funded places will not cover the existing unmet demand for university places; it simply fills the marginal places. The other increases in funded places are absolutely inadequate, particularly the 745 places in teaching and nursing to be delivered by 2008. The ALP’s policy is far better, 3125 nursing and 4600 teaching places by 2008, along with replacing all marginal places with fully funded places and creating 20,000 additional fully funded places on top.

The new scholarships provided (CECS and CAS) are good ideas, with the potential to reach a significant number of students and provide assistance- the only issue is that the funding amounts are too small. CECS is only $2000 per year, and that is not really enough to make a serious impact on the costs of getting an education. CAS is $4000, which is obviously better, but its target of high-merit regional students will disproportionately pick out already relatively wealthy boarding-school students with farming parents. CECS is actually based around a disadvantaged group, low-income students, but ignores other disadvantages like being a woman, being disabled or being from a non-English speaking background. It does offer special assistance for indigenous students, and this is a welcome move. 

The length of the scholarships is only 4 years, leaving students in combined programs or long programs high and dry. The dollar amounts should be higher, and the length should be based on the course, rather than a flat 4 years, and they should also be open to part-time students on a pro-rata basis to reflect that many students simply have to mix work and study.

Unfortunately, in any holistic consideration of the package, because the scholarships on offer are small in number and in amount, they are effectively useless. A few hundred scholarships in a year smacks of a cheap political point to score and deflect blame from increased fees and other regressive reforms. The number and size of the scholarships do very little to outweigh the damage done by the other regressive reforms in this package.

UWS has been excluded again from regional funding, despite being made up of 6 relatively small campuses in outer-metropolitan locations. The disadvantages UWS faces have been ignored again. Also unacceptable is the fact that Newcastle and Wollongong universities have been excluded. The UWS administration has already suggested that it is likely will see a $30 million shortfall in the wake of the proposed changes
. 

UWS serves a very specific community. Western Sydney has a population of somewhere near 2 million. One in ten Australians lives in western Sydney, and given the distribution of university campuses over greater Sydney (i.e. basically all out east), probably one tenth of all Australians would have a UWS campus as their closest university campus. 

Western Sydney is a poor area. Residents suffer from higher unemployment, earn less when they are employed and are less likely to be university graduates. The area is already suffering. To say to western Sydney “you’re not likely to go to uni so we’ll turn the screw on the one uni you’ve got” is outrageous. 

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

There is cause for concern with regard to research, and more particularly, how smaller universities with less history and resources will be able to compete for increasingly limited federal research funds. This is a particular issue if, for example, the Federal Government offers research grants for competitive tender but does not develop smaller or newer universities’ capacities to compete for these tenders. The block grants do not take into account that smaller universities like UWS have higher infrastructure costs because there are many things that the universities simply haven’t bought or built yet. As a result they will struggle to compete with the larger universities, lose their relative share of research, close off opportunities to students wishing to continue at postgraduate research levels and lose quality staff. With the flagged changes to the way research places are allocated, there is the possibility that some universities may have their research places curtailed significantly if not totally. 

This is essentially the creation of teaching-only universities. The concept of teaching only universities is a poor one, which fails to comprehend the nature of education. Teaching and Research go hand in hand, they cannot be separated out so easily. Removing research from universities also removes the ability for students to be exposed to the benefits of research. It will provide limitations to students learning analytical skills and critical thinking and will mean that students will be less inclined to take part in research themselves.

These universities, and UWS is potentially one, could essentially be considered to be TAFE’s or CAE’s rather than universities. A crucial element of a university is that they conduct higher research. Without this higher research, the university is simply a factory for bachelor degree graduates. This then is effectively a reversal of the Dawkins reforms of the 1980’s- if Brendan Nelson wants less actual universities then he should have said so openly and publicly, rather than cutting the core out of our smaller institutions.

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.

Mention of ‘encouragement’ of universities to implement reform evokes images of government offering assistance rather than threatening penalties. In effect, the latter is what the Government is proposing to do. By forcing universities to radically alter their governance, strictly regulate their intakes and financially burden their students to raise funds, the Government will actually materially punish those universities who reject the reforms and maintain a truly independent, socially engaged mission. 

Brendan Nelson cited universities’ governing boards as being inadequately qualified to carry out their roles.
 This is a criticism bordering on trite- an equally trite response would be to ask why a former president of the Australian Medical Association is qualified to be Federal Minister for Education, Science and Training. More seriously however, university governing boards are structured in a way to represent students, staff, the administration, government, and the community. The structures are generally set in place to represent the diverse interests of the university as a whole, not just the Federal or State Governments or the university administration. In this way more groups than simply the Department of Education, Science and Training can hold the governing board accountable.

There is very real concern about the effect that commercialisation has had on student and staff representation within higher education institutions. Business Representatives on Boards and University Councils are already replacing Community Representatives. Students particularly, but also other important stakeholders and members of the university community are losing their say. The democratic university is dying. These moves are dangerous, as students and staff are increasingly having their views and concerns ignored.

At the University of Western Sydney, the peak forum for student concerns is the Student Advisory Council. However this Council is unable to pass motions and make recommendations to the Board of Trustees. Therefore student viewpoints can only be made available through their student representatives on the Board, of which the University has only two, a postgraduate representative and an undergraduate representative. This is despite the University of Western Sydney spanning six campuses, with different views, concerns and histories. The University also only recently took action to ensure indigenous participation in the decisions of the board. Therefore it is unrealistic to expect students to have their views heard by the University management. The result is that students and other stakeholders are consistently undermined and their concerns pushed sideways.

Student organisations are under attack again, with the introduction of OMSO (Optional Membership of Student Organisations). This is an attack on representation of students, removing an independent voice by students and for students. This means that students will lose access to a support group while appealing a show cause, getting advice on Centrelink matters or dealing with problems with their courses. Additionally, the impact on student life at campuses will be dire- clubs and societies, catering outlets, entertainment and bars will all end if not funded by a student organisation with universal membership.

Brendan Nelson claims to have received representations claiming that people have been forced to join their student associations.
 This is akin to the Treasurer noting people complaining about being ‘forced’ to pay taxes. When a student decides to study, they are not simply buying a degree off the rack. They are becoming part of a community. Non-drivers pay taxes that fund roads, healthy people pay the Medicare levy, pacifists pay taxes that fund wars and employed people pay taxes so that the unemployed don’t starve. As John Donne wrote:

“No man is an island, entire of itself; every man is a piece of the continent, a part of the main.”

There is also the argument that as many of the services that student organisations offer are essential to a functioning university and cannot be done by private interests (how could a private company, bound by the need for profit, offer subsidised services, promote equity and represent students effectively?), the university administration itself will be bound to fill the gap. The prohibition on collecting fees for anything except course provision then means that the universities will have to pay for these services out of their already stretched budgets.

It is particularly disturbing that the ‘incentive’
 packages on offer (which universities may be forced to take for fear of serious financial hardship) are in many cases contingent on the compliance of the states. Governance reform and OMSO are areas of State responsibility, covered as they are within the respective States’ Acts for universities, for example The University of Western Sydney Act (1997) NSW. So the Government has set up a situation where if States refuse to change their Acts (and surrender their representatives on university councils) then they could potentially be attacked in public for ‘holding universities back from the extra funding’ when they are in fact trying to help the universities, and maintain their say in the running of them. This could potentially be a basic attack on States’ rights. If the Federal Government wants total control over higher education, down to controlling what goes into the various university Acts, then it should put a referendum that proposes to hand legislative control to the Federal Government.

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

Rather than seeking private contributions, or unrealistically hoping that institutions will survive the chronic under-funding that they are currently suffering, there are options that have not been considered for the policy.

The answer is to fully fund higher education institutions from public funds. This will solve the problems detailed throughout this submission, with regards to access, a ‘brain-drain’, and other under-funding problems.

The new debt to the Commonwealth from students through HECS amounts to $1.8 billion (after the up-front payments discount is considered). Senator Kerry Nettle, in the Senate Employment, Workplace Relations, and Education Legislation Committee on June 5, 2003, had the following exchange with Bill Burmester, Group Manager of the Higher Education Group of the Department of Education, Science and Training:

Senator NETTLE—I will get back to that later. I have another set of questions that relate to HECS. Is it true that the total HECS liability to the Commonwealth in 2003-04 is in the order of $1.9 billion for that year?

Ms Fernandez—I think that is correct.

Senator NETTLE—It is in the order of $1.9 billion?

Mr Burmester—That is correct.

Senator NETTLE—Would it be true to say that the Commonwealth is liable for around $100 million of that through paying the 25 per cent for the up-front payers?

Mr Burmester—That is correct.

Senator NETTLE—Would it then be correct to assume that, on these current figures, the costs to the budget of abolishing student fees, HECS, returning us to free tertiary education would be in the region of $1.8 billion per annum?

Mr Burmester—That would be the current student contribution to those participating in funded student places. It would be about $1.8 billion per annum.

Senator NETTLE—My understanding is that the current student contribution, the estimate for 2003-04 is $1.3 billion—that is the student contribution—but the Commonwealth makes the contribution, as I have said, of around $100 million for the 25 per cent discount for the up-front payers. If we agree that the total HECS liability is $1.9 billion and the other contribution that the Commonwealth makes is in the order of $100 million then the impact for the Commonwealth in removing HECS would be in the order of $1.8 billion per annum.

Mr Burmester—That is correct in terms of the face value of the loans that the Commonwealth currently finances plus the contributions from students who pay up-front. It is about $1.8 billion. In terms of budgeting impact and in budget figuring terms, I am not sure that you can use that figure. We would need to take that on notice because the way loans are currently treated in the budget is not just at face value. There is an accounting convention that we use when providing that. In terms of the cash that the Commonwealth would need to fund those students, your analysis is correct.

Senator NETTLE—The total HECS liability is $1.9 billion. So we could return to a situation of free tertiary education in terms of student fees with a contribution from the government in the order of $1.9 billion? 

Mr Burmester—$1.8 billion.

Senator NETTLE—That, for example, would be less than the $2.4 billion tax cuts proposed in this budget. If we are looking at $1.8 billion per annum, we could return to free tertiary education for significantly less than the tax cuts proposed in this budget. Is that correct?

Mr Burmester—I am not sure of the value of the tax cuts. But if that were their value then that could be right in cash terms. What I am saying is that on a budgetary figuring basis I cannot confirm that because I do not know how we would have to treat the $1.8 billion in budgetary terms.

If $1.8 billion is the figure, then this represents a (realistically) quite affordable option. Given the choice between the $2.4 billion ‘sandwich and a milkshake’ and free tertiary education, many (if not most) people would choose the education. These funds could alternatively be found by reversing successive company, income and capital gains tax cuts. Also, to help cover other shortfalls, the Government could remove funds from defence, the 30% private health insurance rebate, and most importantly private institutions. The key is to reprioritise Government spending.

While in the 1980’s the argument was made that fully funding university places amounted to ‘middle-class welfare’, this was a comment made in relation to a far smaller university sector. As shown by the evidence of correlation between SES and university entrance marks, of course students of a higher family income level are going to be more likely to go to university. 

This is less true today, with a true ‘mass’ university system. UWS offers the perfect counterexample to claims of middle-class welfare, with many of our students being the first in their families to go to university, coming from working class backgrounds, being mature-age students and/or being from non-English speaking backgrounds. These are demographics for which the pre-1989 system would have been relatively inaccessible. 

At the same time however, it is true that the differentiation and increase in HECS fees in 1997 created an additional disincentive for students to go to university. 

The Federal ALP policy, Aim Higher: Learning, training and better jobs for more Australians is a better effort. More new places are offered, more TAFE places are offered, no HECS increases, no interest rates, no more full-fee places, extension of Rent Assistance to AUSTUDY recipients, lowering the age of independence for Youth Allowance to 24 then 23 and a higher HECS repayment threshold. This adds up to a policy that at least has looked at some of the key problems in the sector, and instead of showing commitment to the logic of user pays the Opposition has looked to the logic of nation building. The package is not perfect, the Opposition have not touched differential HECS, let alone abolishing HECS as the Greens wish to do, and this is something reports indicate adversely affect demand from poorer students for the most expensive courses. 

“An indication of the strength of demand for higher education can be obtained from the proportion of year 12 school leavers (those people who have completed Year 12 in the previous two years) who apply to study in a higher education institution. Around 60 % of school leavers usually apply for a place at university. The introduction of the Higher Education Contribution Scheme in 1989 appears to have had no effect on applications. However, at the time of the introduction of the changes to the scheme in 1997 there was a fall in the proportion of school leavers who applied to studied at university. Likewise, in 1997 there was a reduction in the proportion of older people applying to study especially those with no previous experience of higher education. The number of applications from these students increased, however, in 1989, possibly in response to the expansion of the higher education system at that time. It appears that the changes made to the Higher Education Contribution Scheme in 1997 may have dampened demand both for school leavers and older students. However, it is difficult to isolate the impact of the Higher Education Contribution Scheme from other factors that may have impacted on the demand for higher education among school leavers and mature age applicants (Aungles et al. forthcoming).

The increase in Higher Education Contribution Scheme payments and the introduction of differential payments for courses appear to have had some impact on people commencing undergraduate courses. In particular, the changes significantly affected the number of students studying subjects included in Band 3 (Figure 4.24). This band has the highest Higher Education Contribution Scheme repayments and includes subjects of high demand and high potential reward value. In 1997, there was an actual decrease in the load for band 3 and it had not recovered to pre-1997 levels by the end of the decade. The number of students in this band (in equivalent full-time student units) represented 5 per cent of all domestic commencing undergraduates under 24 years of age in 1991 and 3.9 per cent in 2000.”

The above paragraphs came from the DEST report Access and Equity, except they never made it to the final version because the Government had removed them.
 It is entirely consistent with ‘economically rational’ thinking to suggest that if fees rise but all other things remain equal, then demand will drop. As it was, all other things did not remain equal. Funding for universities was slashed and eligibility for student support payments was made more difficult through the creation of the Common Youth Allowance. These things all combined to deter potential students from study. The new package delivers more of the same, and then some. So much for the clever country. 

Conclusion 

It is unarguable that the four words on the bottom of every page of Backing Australia’s Future, sustainability, quality, equity and diversity, are words that describe what our higher education should strive for. But let us look at how they have been approached.

Sustainability: Stack university boards with business representatives,
 force smaller universities to scrape through a competitive sector with a playing field skewed to the rich old institutions, create a groundswell of student debt that will deeply threaten domestic spending in the future and attack the right of staff to organise so that we have ‘efficient’ universities.

Quality: Force the abandonment of low-demand courses and comprehensive course offerings to be replaced with single-purpose cookie cutter degrees, through deregulation create a two-tier system for the rich and the poor so quality goes to those who pay, drive down the wages of academic staff so they go overseas or to richer universities, remove the quality assurance that comes through having staff and students on university councils.

Equity: Deregulate HECS to make it harder for poor students to afford prestigious courses, allow many more full-fee places with interest bearing loans,
 leave poor institutions unable to compete for quality staff and quality students, leaving small and regional universities behind and offer a tiny number of scholarships to disguise how much the package is going to hurt students.

Diversity: Increase the levels of student debt so that older, NESB, women, queer and disabled students are less able to justify the cost of study, ensure that poor students don’t go to big universities and instead maintain them as a bastion of privilege.

The Minister can spout rhetoric, but the result is a dismal failure. Perhaps the key problem for the Minister is that he faces the task of maintaining a mass higher education system while having no faith in education as an investment in a public good. The Minister appears to want to move government out of education, instead he seems to be of the opinion that where the market can, the Government shouldn’t. The Minister seems to have forgotten a key point that many people remember- you can elect governments and change their policies that way, but you can’t elect an alternative market. The key principle of maintaining an elected government is to win votes and be returned. The key principle of a competitive market is to attract dollars, and maintain market share. There are equal votes per person but not equal dollars. A competitive market swings to where the most dollars lie. As such, a market is an inappropriate way of maintaining a public good- the public good must not be determined by the flow of money in a market. 
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� Not to mention coercive, verging on extortive. 


� Appearing relatively benign but in reality extremely harsh.


� The members of the Reference Committee were; the minister, his department secretary, 7 vice-chancellors, 3 business representatives, 6 people from the education and research community, two university business and finance representatives and the Young Australian of the Year (2001- Science and Technology). There were no representatives from either student or staff unions, whose representation was limited to making submissions. Therefore the claim that all stakeholders were ‘consulted’ is at best misleading, at worst downright insulting.
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43/48
Student Control of Student Affairs


