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DEPARTMENT OF EDUCATION SERVICES

WESTERN AUSTRALIA

INQUIRY INTO HIGHER EDUCATION FUNDING AND 

REGULATORY LEGISLATION

SUBMISSION 

Summary of key issues:

· Additional funded student places are required in Western Australia based on demographic demands and issues of equity of allocation between States/Territories.

· Discussion is required on the proposed size of the higher education sector and associated participation rate targets.

· There has been a significant shift in funding for the higher education sector.  In 1991 students contributed 12% of total funding (HECS); by 2001 HECS funding had increased to 37%.  There is a concern that students are expected to shoulder a disproportionate percentage of the system costs compared with other OECD countries.  There is additional concern that increasing student course costs and associated debt levels may discourage some students from entering or continuing with higher education.

· There is an urgent need to establish a realistic index that reflects real changes in costs to ensure the purchasing power of core university grants are maintained into the future.  Appropriate indexation will lower university dependence on student fees including private fee paying students, and enable universities to better address the need to increase salary levels.

· Our Universities: Backing Australia’s Future argues for the need to promote lifelong learning, however with students needing to potentially change careers several times in their lifetimes and with the associated need to retain, the present proposals seem to promote lifelong debt.  Government may need to reconsider the balance between individual and national benefit from participation in higher education.
· Increased deregulation in the university sector and the decreasing proportion of direct Commonwealth funding means that State/Territory Governments must reassess their involvement with the Commonwealth in regard to higher education policy and planning.  The 1991 Agreement between the Commonwealth and States in Relation to Higher Education should be revisited.

Introduction

· Our Universities: Backing Australia’s Future proposes substantial changes to higher education that will possibly set the scene for the next decade and beyond.  It is the most important policy statement on higher education since Higher Education: A Policy Statement (Dawkins, 1988).

· The Australian Vice-Chancellors’ Committee (AV-CC) released a response to the higher education ‘reforms’ in the 2003 Budget, Excellence and Equity: Foundations for the Future of Australia’s Universities (June 2003).  While supporting the central funding proposals in the package, the AV-CC has been strongly critical of equity aspects of the proposed changes, the additional cost burden to be borne by students and the coercive and directive aspects of the Commonwealth’s proposals.  

· The Independent Study of the Higher Education Review commissioned by the States and Territories following the MCEETYA meeting in Ballarat (October 2002) has been released by MCEETYA.  The report is an important contribution to the debate on higher education policy and has assumed greater significance given the lack of detail in Our Universities: Backing Australia’s Future.
· MCEETYA (Perth, July 2003) agreed to consultations between the States/Territories and the Commonwealth on a range of higher education matters:

· To develop best practice in university governance arrangements and reach agreement on a set of National Governance Protocols;

· To develop a mechanism to distribute new university places;

· To further streamline university reporting and compliance arrangements including a new Accountability Framework, the reduction of administrative burdens on universities and the development of a common approach across jurisdictions to regulatory arrangements, including the commercial powers of universities.

· To increase Commonwealth/State cooperation and in particular to develop national arrangements for articulation and credit transfer between the higher education sector and the vocational education and training sectors; and

· agree to greater involvement of the State and Territories in the development of funding proposals under the Capital Development Pool

· work with the Commonwealth to develop a new framework for Commonwealth-State negotiations on higher education policy and planning matters.

Key State Issues

Conversion of Marginal Places

Existing marginal places will be replaced by approximately 25,000 new fully funded Commonwealth student places, distributed throughout the sector over four years from 2005 according to Commonwealth priorities, taking into account the outcomes of discussions on labour market needs with States and Territories.  Those universities that have over-enrolled in the past will not necessarily be the recipients of the new places.  There will be stricter rules on the number of students that can be over-enrolled in the future.

At the MCEETYA meeting (Perth, July 2003), the States and Territories agreed to work with the Commonwealth and provide advice on developing a mechanism for the distribution of new university places.  WA believes that the following two core principles should guide any allocation and reallocation of funded university places:

· that any age cohort of the population in any State/Territory has the same distribution of ability, or likelihood of success in university studies, as that same cohort in any other State/Territory;
· that equally-able Australians, regardless of their State of residence, should have an equal opportunity of a funded place in a university undergraduate award program.
State position

In relation to the conversion of ‘marginal’ student places to ‘fully funded’ places, Western Australia can present a strong case for additional funded places based essentially on an argument which derives from equalising the higher education participation rate for 15-34 year olds between States/Territories.
Additional Commonwealth Supported Places

Additional Commonwealth supported places will be provided annually from 2007 to meet anticipated population growth.  In 2007, 1400 new Commonwealth supported places will be distributed across the sector providing an additional $10.9 million.  These places will be allocated on the basis of an agreed methodology, taking into account Commonwealth priorities and the outcome of discussions with States and Territories on labour market needs.  

State position

One of the limitations of the Commonwealth National Education Review: ‘Higher Education at the Crossroads’, was the lack of any real discussion on how large a higher education sector Australia should aim for.  Australian ‘tertiary education’ target participation rates and the balance between the university and vocational education and training sectors should be addressed along with the allocation of additional funded places.  WA will argue for an adequate distribution of any additional places and ensure that the basis for distributing places is fair and equitable to allow for WA’s demographic needs.  In general, as has been made clear in the ‘Independent Study of the Higher Education Review’, the additional funded places available in the current Commonwealth proposals are unlikely to keep pace with Australia’s growth rate.  There are currently insufficient additional funded student places to meet Western Australia’s needs based on equity arguments.
Increases in HECS Charges

From 2005, universities will be able to set their own HECS levels up to a ceiling specified by the Commonwealth Government.  The ceiling is 30% higher than the projected ‘standard’ HECS levels in that year.  No higher charges above the standard rates will be allowed for the currently designated National Priority areas of nursing and teaching.  The AV-CC is strongly supportive of this element of the higher education package.  HECS revenue will be additional to the Commonwealth’s contribution and the increase in HECS will become one of the principal mechanisms whereby universities can meet increasing costs and specifically salary increases arising from enterprise bargaining.  If the Senate approves a variable HECS rate as outlined, it can be expected that HECS charges will increase significantly over a few years.  

State position

The HECS charge is not paid upfront and is income-contingent.  However, the State is concerned at the extension of HECS debt for students and about the continuing trend towards the increasing proportion of university funding coming from students and a diminishing share from the Commonwealth.  This general point also applies to the FEE-Help scheme.  

Fee-Help

A new FEE-HELP scheme will offer eligible full-fee paying students an income contingent loan facility of up to $50,000 to pay their undergraduate or postgraduate fees in courses in public or eligible private institutions.  The rate of interest on these loans will be 3.5 % in addition to CPI.  Students at private higher education institutions can have access to FEE-HELP, provided the institution is accredited by the State; subject to audit by the Australian Universities Quality Agency; and meets additional quality assurance and reporting requirements as specified by the Commonwealth.  The role of AUQA in this regard will need to be considered and agreed by MCEETYA.  Questions of overlap between the Commonwealth and State quality assurance processes and excess reporting will need to be addressed.  

State position

The State is concerned about the regressive impacts of aspects of the new undergraduate fees policy.  Specific aspects of concern include the application of a real interest rate to the scheme.  If the program is to apply, the ceiling of $50,000 will need to be addressed.  It is expected that the level of fee-paying places will grow substantially.  On the evidence available, the participation rates in higher education will fall between 2002 and 2011 if there were no growth in fee-paying places.

Commonwealth Grant Scheme

A Commonwealth Grant Scheme (CGS) for teaching and scholarship will replace the current block grants system of university funding.  The Commonwealth will provide a contribution, set by discipline, towards the cost of an agreed number of Commonwealth supported places actually delivered in a year.  There will be a funding agreement per university, with annual negotiations in the context of each university’s mission and strategic direction for course provision.  This funding scheme envisages a strengthened Commonwealth/State consultation process dealing with establishing and addressing State and Commonwealth priorities in relation to specific discipline areas and programs.  It most particularly implies much more explicit contracts between the universities and the Commonwealth as to what courses and levels of enrolment universities will provide.  Essentially this is a ‘contracting out’ process similar to that used for the disbursement of funds by other State and Commonwealth government departments.  A major concern is that the CGS represents a significant increase in Commonwealth involvement in the detailed operations of universities.  This approach seems at odds with the call for greater deregulation in the university sector and for universities to respond to the needs of the ‘market place’ and ‘consumer demand’.  The Commonwealth are to negotiate with individual universities in relation to meeting national priorities, however there are clearly State and Territory priorities which also must be addressed.  A new framework for Commonwealth-State/Territory negotiations on higher education policy and planning matters (as agreed by MCEETYA) is essential.  The proposed new framework should included a joint Commonwealth/State approach to the CGS.  

State position

Estimation of the funding impact of the new CGS requires significant analysis and data that is currently not available.  Additional information is required from the Commonwealth.  The new CGS represents greater intrusion and control by the Commonwealth of university activities and a reduction to flexibility in relation to meeting student demand.  There are significant technical problems for most universities in achieving agreed enrolment quotas within the 2% allowance for over-enrolment.  This allowance is too narrow for a university to manage its student load responsibility and it is suggested that it be widened to 4%.

National Governance Protocols

The Commonwealth has tied additional funding to universities (2.5% from 2005, 5% in 2006 and to 7.5% in 2007) to the State amending university Acts to implement the proposed National Governance Protocols.  This may require States and Territories to consider implementing legislative changes to university governing Acts.  On one level the changes proposed are not radical, and are in line with changes to legislation and procedures proposed by a recent review of university governance in Victoria.  However, the incursion by the Commonwealth into a State preserve is an issue that could derail sensible discussion.  The States and Territories have agreed to the merit of introducing best practice in university governance arrangements, and will work with the Commonwealth to reach agreement on a set of National Governance Protocols.  

State position

The tying of increases in university funding to introducing the National Governance Protocols and changes to workplace relations are matters of some concern.  University legislative changes are a State matter and there are limitations in regard to the Commonwealth’s ability to coerce the States/Territories to impose the National Governance Protocols.  The question of the required reduction in the size of Senates/Councils is not a critical issue.  Of more importance is the issue of maintaining student and staff representation on Senates/Councils.  State/Territory and Commonwealth discussions on governance will be aimed at developing an agreed national approach.

Indexation

Universities have not had appropriate indexation of their costs in recent years which has compounded the decrease in their real incomes.  Emeritus Professor Peter Karmel maintains that “without proper cost escalation arrangements, the universities will need to use all the additional Commonwealth course contributions (if they actually qualify to receive them) or will need to increase HECS charges by about 5 per cent per annum to fund their wage and salary increases beyond the safety net adjustment.  Their capacity to do the latter will be exhausted within six years, as they will reach the limit of a 30 percent increase in HECS.”  The introduction of an appropriate cost indexation system must be a high priority if universities are not to be faced with the same serious financial difficulties they are now facing within another five years.

State position

Support for the AV-CC position that a realistic index that reflects real changes in costs must be applied to ensure the real purchasing power of core university grants are maintained into the future.

Research

Research and innovation policy and funding levels are critical issues for universities however these matters are not specifically addressed in any detail in Our Universities: Backing Australia’s Future.  The fact that these vital matters will be addressed subsequently, rather than in conjunction with the proposed teaching/learning budget package, is a concern to the university sector.  
State position

The State notes the important taskforce investigations and reviews of research and innovation in Australia which are proposed to be undertaken.

Australian Universities Quality Agency (AUQA)

The Commonwealth is proposing an enhanced role for the Australian Universities Quality Agency (AUQA) in relation to international students and overseas audits and the auditing of State accredited non-university higher education institutions receiving Commonwealth funds.  Given that AUQA is owned by the States/Territories as well as by the Commonwealth, the role of AUQA is a matter for MCEETYA.  The proposed extension of AUQA’s role will require discussion and agreement between the Commonwealth and States and Territories.  The National Protocols for Higher Education Approval Processes may need to be amended by MCEETYA to reflect a consistent and coherent balance between the States and the Commonwealth in quality assurance matters 

State position

The proposed extension of the role of AUQA and the implications for State/Territory and institutional quality assurance functions is a matter for MCEETYA.

International Education

Essentially the changes proposed are the antithesis of arguments presented by the AV-CC, the States and individual universities.  Cost increases are proposed to be borne by students which may have a significant negative impact on the market for Australian educational services.  Reduction of complexity and costs of obtaining visas has not been addressed and the Commonwealth are seeking an additional role in quality assurance for AQUA without discussion with the States or universities.  Duplication between Commonwealth, States and universities in international matters is a concern that has not been addressed.

State position

Support the AV-CC position on a rejection of the international package.  Additional Government support should be sought to financially support this significant export industry rather than imposing additional costs on the industry. 
Regional Loading

From 2004, the Commonwealth will provide an additional $122.6 million over four years to incorporate a regional loading into the CGS for students enrolled at regional campuses.  Eligibility will be determined by size and location in relation to a mainland capital city.  ‘Size’ refers, not just to the number of students at the regional campus, but also to the number of students at the parent institution.  The present bands and information on regional loadings is said to be ‘indicative’ and in fact the allocation of WA campuses to bands based on economy of scale arguments in relation to the size of the parent campus must be challenged.  This matter has been raised with the Commonwealth.  The issue of regional loadings has urgency because of its application for 2004.  WA has consciously chosen not to create specific regional universities and Perth based universities have taken up the challenge of regional provision.  The distances between the ‘parent’ university and their regional centres is greater in WA than in any other state and it is this factor, along with the very small population bases in the regions, that is responsible for the increased costs faced by universities in delivering courses in regional WA. 

State position

WA will argue for the regional loading to primarily reflect distance from the parent university and the size of the regional student population not the size of the parent university.  The Commonwealth has supported and funded WA models for the regional delivery of higher education and it would be unacceptable to penalise regional WA and metropolitan based universities simply because WA did not seek to develop a regional multi-campus university.

National Priority Areas

Teaching and nursing have been identified as initial key areas of National Priority, to ensure an adequate supply of high quality graduates for Australia’s schools and hospitals. Fees for students in Commonwealth supported places in the areas of teaching and nursing will not increase over their current HECS level.  The review notes the need for States and Territories to look at the high attrition rate of nurses and their conditions and remuneration.  Other national priorities may be designated at a later date.  This could include more places for indigenous students.  In general, the States and Territories are expected to have more input into the process of determining State priorities within a strengthened Commonwealth/State planning mechanism.  

State position

WA needs to provide appropriate advice in conjunction with the Commonwealth on State areas of educational priority and to ensure it receives an adequate share of any additional places available in nationally designated priority areas.  The State is concerned that the proposed package will only have a marginal effect on addressing existing demand for nursing and teacher education places.

Funding for Private Institutions

A limited number of Commonwealth supported places in areas of national priority will also be allocated to private higher education institutions, provided institutions are accredited by the State, subject to audit by AUQA and meet additional quality assurance and reporting requirements specified by the Commonwealth. 

State position

States/Territories and the Commonwealth will need to address possible areas of overlap in quality assurance matters between AUQA and States/Territories.  Access to FEE-Help monies and to student places in national priority areas provides positive support for the developing private sector.  

VET/HE Interface Issues

No major consideration of VET/HE interface issues is included in the review outcomes.  Problems to do with differences in funding and in general, the different ways in which the two sectors operate, will continue to unnecessarily impede better VET/HE articulation and credit transfer between the sectors.  The failure to address this area in a major way is a disappointment - and a missed opportunity.  Fee-Help loans can be applied to any accredited higher education course and any students undertaking higher education courses in VET institutions could have access to the loans.  Time restrictions on higher education Learning Entitlements and the increasing costs of higher education courses raise the issues of undertaking higher education courses in the VET sector and promoting articulation between VET and higher education awards.  

State position

WA must continue to look at effective linkages between the sectors, with particular reference to regional areas.  Consideration should be given to the Collaboration and Structural Reform Fund to develop programs between VET and higher education.  Potential access to Fee-Help loans for students in VET, together with the proposed time restrictions on higher education Learning Entitlements and increasing costs of higher education courses, raise the issues of undertaking higher education courses in the VET sector and promoting articulation between VET and higher education awards.  MCEETYA have proposed that the States and Territories work with the Commonwealth to develop national arrangements for articulation and credit transfer between the higher education and the vocational education and training sectors.

Voluntary Student Unionism

The Commonwealth is proposing to introduce legislation to enshrine Voluntary Student Unionism and to prohibit universities from collecting fees that are not directly related to course provision.  Questions have been asked regarding Commonwealth powers in this regard and it is assumed that the proposal will be deleted to ensure the passage of an effective higher education package through the Senate.

State position

WA has recently amended the Acts of the public universities to give universities the facility to charge an amenities and services fee to provide for facilities not funded by the Commonwealth Higher Education Funding Act.

Scholarships

The proposed new Commonwealth Learning Scholarships of $2,000/year up to four years (Commonwealth Education Costs Scholarships) and $4,000/year for up to four years (Commonwealth Accommodation Scholarships) have raised several concerns: 

· The amount of each scholarship is inadequate to meet the real financial needs of low income and Indigenous students to whom they are targeted

· To address the needs of low income and Indigenous students scholarships should not be solely tied to ‘academic merit’

· Additional scholarships are required to meet the degree of need in the student population-– at present they would only assist 20% of the student population

· By making scholarships count as income against the Youth Allowance, Austudy and Abstudy they again will fail to adequately address the needs of low income and Indigenous students

· There is inconsistency in having the Commonwealth Learning Scholarships only applying for up to four years when the proposed Learning Entitlements are for five years (or more in exceptional circumstances)

· By restricting scholarships to full-time students they again may fail to meet the needs of the targeted group.

State position

The Commonwealth should be commended for starting to address the financial needs of university students with the re-introduction of Commonwealth Learning Scholarships, but WA strongly urges that the issue of student income support be addressed in a more comprehensive way.

Indigenous Education

There are several important new initiatives for Indigenous Education in Backing Australia’s Future. These include an increase in funding for the Indigenous Support Fund (based on increased evidence from universities of greater engagement of Indigenous people within universities), the creation of an Indigenous Higher Education Advisory Council to the Minister and DEST, the introduction of Indigenous staff scholarships and the introduction of the above Commonwealth Learning Scholarships of which Indigenous students will be one of the target groups. 

State position

WA welcomes the new initiatives.
The Higher Education Management System

The management of the Learning Entitlement scheme, student scholarships and the increased range of students loans is proposed to be ‘underpinned by a more sophisticated higher education management information system’ according to Backing Australia’s Future.  Given the problems many universities have encountered with their own student information systems, there must be a question whether it will be possible with the $200,000 proposed to be made available to each university to bring a new, as yet undesigned system on line effectively in the time required.  Without it however, many of the Commonwealth’s proposed student assistance initiatives could be seriously undermined.

State position

Discussion is required between Commonwealth, universities and States/Territories in regard to questions of feasibility, costs and timing of introducing the proposed new student management system.

State/Territory Role in Higher Education

The State role in higher education needs to be reviewed in the light of the new Commonwealth role and related to increased consultation required between the Commonwealth and States/Territories in regard to such matters as the proposed National Governance Protocols, new accountability proposals, the distribution of additional student places, the State accreditation of higher education institutions to be eligible to receive Commonwealth funds and input on Commonwealth and State priority areas in higher education.

State position

Commonwealth and States/Territories will need to discuss a range of matters arising from ‘Our Universities: Backing Australia’s Future’ including establishing more effective consultative mechanisms.  Consideration may need to be given to a revision of the 1991 Commonwealth /State Agreement on Higher Education.  MCEETYA has agreed to develop a new framework for Commonwealth-State negotiations on higher education policy and planning matters.

Contact Officer

Mr Alan Marshall

Principal Policy Officer, Office of Higher Education

Department of Education Services
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