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The principles of the Government’s higher education 

package.

Transparency and process

“Good government demands open, informed and continual policy debate…The Department of Education’s finding that fee increases are now discouraging poorer and older students  - especially away from expensive, high status courses such as law and medicine – is a crucial part of this debate. Broad access to higher education protects social and economic mobility based on merit and effort – a concept deeply embedded in the Australian psyche…No solution, however, can be formulated unless all the facts are on the table.”- SMH editorial (5 August 2003)
NUS thanks the Committee for this opportunity to present our views on matters of great pertinence to both our current and future members. Before addressing the package itself NUS wishes to make some comments on the transparency and process of the creation of this package and subsequent legislation.

For the record we acknowledge the efforts of the Minister and the Department of Education, Science and Training (DEST) during 2002 to include NUS in the review process despite our considerable disagreements on a range of fundamental matters.  While not on the Minister’s review advisory team we did have the opportunity to make two extensive written submissions, participated in most of the review forums around the country, and made a presentation on alternative funding models to one of the final meetings of the review panel. 

However, there are two issues of process relevant to this Inquiry.  Firstly there is the fact that we are having an inquiry into higher education funding and regulatory legislation, which while the deadline for submissions has passed, still has no legislation before it to consider.  This does create the problem that we have to take on face value that the actual bill(s) and associated legislation will do what the government has asserted its intentions are in Backing Australia’s Future.  NUS recommends that provisions be made for supplementary submissions to the Inquiry if the legislation becomes available before the final reports of this Inquiry are drafted. 

Secondly for the record NUS is concerned about the opaqueness of the DEST’s public statistical work and also perceived politicisaton of its research activities.  In recent years even the most basic statistical matters like how many students there are or how many fully funded students are there have been subject to definition changes making meaningful time series comparisons impossible to all but a handful of professional researchers. Methodologies do change but the rapidity of the changes has made evaluation of past and present government policies and funding decisions impossible to most of the Australian community. 

 The widespread perception that DEST’s research has been politicised is a major concern given the dependence of Parliament on it to provide expert advice. One week prior to the deadlines for submissions to this Senate Inquiry, the Department of Education, Science and Training released two reports on access to university in Australia. These reports are Expansion in higher education in the 1990s: effects on access and student quality and HECS and Opportunities in Higher Education: A paper investigating the impact of the Higher Education Contribution Scheme (HECS) on the higher education system. While both papers are dated 2002, they were released only after significant public pressure, in particular from the Sydney Morning Herald. It has subsequently been reported that the papers were prepared by April 2002, in time for the beginning of consultations regarding the development of the higher education reform package.
 
The package of higher education reform, Backing Australia’s Future, does not take into account the findings of this research, that current levels of student fees already impact on access to university. Nor does it reflect the concern of many contributions to the consultations that further fee increases would further impact on the composition of the student population, and act as a barrier to the participation of certain debt averse groups of students.

Since the release of this report, there have been calls from the Department for the research to be used with caution. This would seem to be driven by the fact that the report directly contradicts the ideology of the Government’s reforms, that increasing fees somehow does not inhibit equitable access to university, and in fact that doubling full-fee paying places will encourage access for low-income students. A DEST media release states there are methodological issues with the report, including the “relatively small impact of some of the findings.”
 
A number of the findings do have a significant impact, with falls in the number of mature-aged students enrolling each year of 17,000 people since the introduction of differential HECS, and 9,000 commending students straight from school each year. Some other falls in enrolments may impact on smaller numbers of people, for example, the drop of 200-300 males from a low income background enrolling in Band 3 courses, until it is noted that this is a 38 per cent fall.

The large percentage impact of such a small number of people shows the serious under-representation of some groups of students within university in general, but especially within ‘elite’ courses such as medicine or law. This in itself is a matter for concern and Government attention, and should not be an excuse to dismiss the findings of this research. Proposed fee increases cannot be justified on the basis that under-representation already exists, especially as past fee increases via differential HECS are proven to have a detrimental impact on participation.

The factors behind under-representation are complex. Potential students from disadvantaged backgrounds may not believe a university education is attainable, people from low-income backgrounds are more likely to undertake vocational education and training, and young men in particular may have greater options for apprenticeships when completing school.  In addition to these factors, the dramatic skewing of tertiary entrance towards private schools is a major issue. Many people from low socioeconomic backgrounds never have the chance to participate in university, due to the close relation between SES background and high tertiary entrance scores. Also students with a private school  backgrounds are  far more likely to have access to a prestigious or popular course.

Even the AVCC acknowledged in its response to the BAF package that the impact of the proposed arrangements ‘cannot be predicted with any certainty.”
   NUS concurs that unfortunately there remains an absence of a credible comprehensive and independent study to determine the extent to which the significantly higher fees and study debt proposed under BAF will impact on participation and future economic activities of graduates.   Any Senator voting for this package in the absence of such  research is voting for a social experiment which could potentially do damage to thousands of the most financially vulnerable.  

What Is The Social Impact Of The Huge Study Debts?

One of the core principles of BAF is that student fees can be increased to household mortgage size without any negative social consequences.  Budget minded politicians want to believe that this is true, as do some Vice-Chancellors wanting the revenue to supplement their university budgets. The question is whether or not this is really the case – or do we have policy makers ‘who can see no evil, hear no evil’. 

It is a widespread myth that the use of income contingent loans schemes are a socially neutral way of introducing high study charges. While the income contingent deferred payment option is preferable to an up front fee the use of student debt as a major form of higher financing education is not free of social consequences.   This is now even more the case now that we are talking about amounts of up to $50,000 instead of the $1800 when HECS was first introduced.

Firstly there is the impact of large study debts (even deferred) on the participation rates of ‘debt adverse’ equity groups.  Using the department’s own data from reports such as Equity In Education
  there has been a decline in the participation rates of working class, regional and mature age students over the last decade – these groups are all much more likely to have had a direct experience of debt than upper, middle class metropolitan school leavers.  A Higher Education Council report also suggested that the opportunity cost (income foregone while studying) may be an important factor for low SES families.
  NUS believes that study debt aversion is already having some impact on who decides to go to university and what courses they choose to do.  We anticipate that this debt aversion effect will become greater as the size of the debts mushroom under the Nelson package. 

Les Andrews in a departmental report Does HECS deter ? 
 sought to dismiss the view that debt aversion has an impact on the choices of people from lower socio-economic backgrounds. The core of Andrew’s paper in relation to debt aversion is to look at the willingness of lower SES groups to take out mortgages. To this 
end
 Andrews analyses mortgage and personal loan rates on 25 SES groups by using postcode information. Andrews concludes in his report that no clear or consistent pattern emerges from investigating either mortgages or personal loans. This, however, is not the case in the main body of the report. Here Andrews argues that he found slightly lower application rates for mortgages from people from low SES groups. More importantly though is what can we actually reasonably conclude from the study ? Does it actually mean anything to produce a study of mortgages and personal loans, when the question is about debt related to a less tangible good such as higher education?  Are decisions to invest in human capital really the same as owning a car or a house. We need to analyse the differing motivating factors for different types of debt. For example is the fact that  people in low SES areas are prepared to take out a car loan  - given that they are more likely live in outlying suburbs with limited public transport - really the same as the debts incurred through a decision to participate in higher education  Is it unreasonable to speculate that people will balance the immediate benefits of  car  ownership with the loan, while it is more difficult to balance the potential longer term financial  benefits with a $20-30 thousand HECS debt, or a $100,000 full fees debt.

Secondly, there is the largely unresearched impact on graduates as they pay off the debts.  The lack of official Australian research into this area is somewhat disturbing as Treasury has re-calculated that the accumulated study debts on graduates will have reached $13 billion by 2006-7, and will balloon out as more students incur the increased HECS-HELP and FEE-HELP debts. 

Research from overseas does show that debt aversion is a factor in participation by students from low socioeconomic backgrounds. A recent survey from the Universities UK Student Debt project showed that debt aversion was strongest for disadvantaged groups. Of prospective students from low socioeconomic backgrounds who decided not to attend university, 72 per cent stated that they wanted or needed a job, and 61 per cent did not want to build up a debt.
 The Independent Report to MCEETYA on the BAF package recognised this as a problem for Australian universities:

“The study concluded that debt aversion, together with the UK Government’s current student financing support arrangements, act to deter rather than encourage the disadvantaged groups the Government most wants to attract to higher education. It should be noted that in the UK, loan repayments are income contingent, as in Australia.”.

One of the signs within Australian society of the effect of large study debts of the future economic activity of graduates are declining home ownership levels and the increasing age of first home ownership.  The decline in home ownership has the flow on effect of pushing rental rates upwards. The ABS has cited study debt as one of the contributing factors behind this trend.

There is also concern about the impact of very large study debts on graduate’s access to private financing.  A study in New Zealand, which has a similar debt regime, by the Bank Loan Ombudsman, found that many bank loan officers were in practice refusing mortgage applications on the basis of applicant’s study debts despite study debt not being officially mean to be included in the calculation of the applicant’s assets and liabilities.

NUS is also concerned about the impact of the very large study debts on graduate superannuation contributions.  If many graduates are going to be still paying off their study debts well into their forties  will this impact on their decisions about making voluntary salary sacrifices to pay for their retirement. 

There is also a gender aspect to the study debt issue. Women will generally take significantly longer to repay their debts as their average earnings are lower and are much more likely to take extended period out of the labour force or in part-time work due to child-rearing and family responsibilities. For many women  study debt will be hanging over them for the duration of their working lives. 

Diversity or Reassertion of Class Privilege ?

One of the fundamental principles of BAF is that there needs to be more diversity in the higher education system. This poses the question  -  what sort of diversity ?  There is horizontal diversity where universities develop different education missions and they focus resources at particular discipline areas that the university wants to become a leading site in.  Secondly there is vertical diversity where universities are widely stratified both in their total resources and their target social classes.  At the top end there are universities rich in resources, prestige, research funding and charging high fees (with a few token equity scholarships). On the other end you have the vocational universities churning out teachers, nurses, engineers, and commerce students (depending on the local industry needs) in a teaching culture not engaged regularly in scholarly research.  Professor Simon Marginson summed it up well in recent article in the Sydney Morning Herald:
“The key question is whether the changes to HECS, fees and HELP will generate global competence and local diversity. The answer is yes and no. Some universities will accumulate more resources and global clout. Others will not, and some will go backwards. There will be greater diversity but not always the most productive form of diversity. By creating a high fee/high demand layer of courses, in the sandstones and a handful of other public and private universities, the Government will create a more firmly stratified, two-tier system of higher education. The top tier universities will exploit their social cachet and research reputations to build private fee revenues, buy top academics and research programs, go global, and build more status and more revenues. Of the other universities, some will confine themselves to niche markets; others will continue to serve multiple communities but will struggle because they remain dependant on a shrinking public dollar. It will be difficult for them to sustain research and doctoral education. Thus diversity will be created not so much by horizontal diversity in specialised missions as by vertical diversity in the status and resource-quality of degrees, and in the extent to which universities can generate sufficient private income to be research-intensive. In fiscal terms Nelson's cure is better for the Treasury than universities.
”
Under BAF the increased diversity will be produced by market competition. Market liberals argue that more intense competition will lead to greater efficiency and heightened customer responsiveness.  The deregulation of student fee provision will allow them to find their market value.  However, markets fail in this case because of the positional goods problem. Positional goods in education are those sought after by students because they offer relative advantages in the competition for jobs, income, social standing and prestige.  Thus the ruling class scramble for places in the elite schools and the professional university faculties to perpetuate their social advantage. The value of positional goods lies in their scarcity.  An abundance of positional goods - for example, the result of egalitarian reforms in education that enabled everyone to succeed - would eliminate positional advantages. This analysis is invaluable to understanding the effects of deregulation of the higher education market.  The saturation of demand strengthens the positions of the elite universities, lengthening the queues outside their gates, and thus further insulating them from market pressures.  The outcome is the tuition fee spirals seen at the top end of the university market in New Zealand and USA.

Positional theory also offers an insight into the inter-generational reproduction of class privileges via the education system. An example of inter-generational class privilege is the tendency of the children of high status professionals to become the bulk of the next generation of high status professionals.  Unless one subscribes to the view that the rich are smarter or have more innate ability than other social classes than the inescapable conclusion is that there are strong structural forces at work to reproduce this class privilege.  Historically high status families have used their wealth to buy their children places at well resourced private schools that have been springboard into what used to be a relatively elite university system , a further springboard into high status jobs.

The shift to a mass higher eduction system means that participation in higher education per se no longer plays the same role in the reproduction of class privilege.  The system is not just much bigger but also includes training for vocations not historically part of the elite university system such as nursing , teaching, niche businesses.  Half of society remains locked out but universities now serve a greater multiplicity of constituencies than they have historically. However, this egalitarian shift can be undermined if there is a shift to re-assert a high status sub-system within higher education such as creating a handful of highly resourced universities fire-walled from the disadvantaged by high fees and extremely high entry scores.

The classic example of a mass but highly class segmented higher education system is the USA. The lower middle class and some of disadvantaged predominantly do the two year diplomas at community colleges (which operate on a level somewhere between TAFEs and the old Colleges of Advanced Education). At the other end the children of wealthy and powerful families attend the ivy league  which offer four year or longer degrees, receive massive private and public funding, and charge very high fees.  While there are a diversity of state and federal loans schemes and scholarships the disadvantaged tend not to take them as they have no expectation about ever studying at Harvard, MIT, etc.   In between there are a variety of specialist institutions and state public universities for the middle class.

Australian universities despite their expansion still play a role in the reproduction of class privilege – one only has to look at the positional scramble for law, medicine, and dentistry places at the sandstones.  Also within the Unified National System there was still considerable resource diversity due to the historic advantages some universities had from having large amounts of rent-free CBD land and many decades of public subsidies and private bequeathments.   However, the net effect of the policies of the current government both in BAF and its research polices act is to strengthen the reproduction of class privilege.  The partial deregulation of HECS, the expansion of the full fee market and the concentration of research funding at a handful of universities all represent a shift to a class segmented US higher education system.   

 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

1. STUDENT FEES

Before moving to  NUS’s analysis of the measures associated with student fees we want to present to the Inquiry a cross section of the views of ordinary students about the package.  These case studies  (all female)  are  taken from a national survey being conducted by the NUS Women’s Department.   

Case Study – 18 year old Arts/Law student

To help support her studies, this student works from fifteen to eighteen hours a week conducting market research and decided to attend university to have greater access to knowledge. In reference to the 2003 budget, this student states that if her university fees had been increased by thirty per cent, she would have been forced to consider another university.  Furthermore, she understands that the five year limit of HECS study may restrict her in future degrees or from graduating with honors, she is worried about the cost but does plan to complete a postgraduate degree.  She would have to further consider this  if a 3.5 per cent increase in interest rates was introduced.  She would not consider taking out a government loan to pay for her fees up front because of the interest incurred.

Case Study – 45 year old Social Sciences student

This student from regional Queensland decided to go to university after raising a family to improve her employment opportunities.  She lives at home with her husband and works for approximately thirty hours a week as a hospital cleaner.This student states that if fees were increased by thirty per cent, she would not be able to attend university as she feels she would be paying off costs for the rest of her life. As a mature student, another loan from the government is not a possibility and she would not pay fees up front.

Case Study – nineteen year old high school student

This student lives with her Mum and sisters and they all help to take care of each other.  She does not work whilst studying and relies on family and Austudy payments to financially support her. She would like to attend University to achieve her goal to become a dentist.  She can think of no reason why she could not attend university.  She admits that should a thirty per cent fee increase be implemented it would make it more difficult for her to achieve her goals, she doubts that she could take out a government loan to pay for fees up front.

Case Study – 20 year old Business, Industrial Relations and Human Resource Management student

Whilst living at home with her parents and younger brother, this student supports herself by working in take away shops and occasionally tutoring.  She pays rent to live at home.  If her course fees had increased by thirty per cent, she would still have undertaken the course - the cost is of little concern to this student at the present time as it only has to be repaid when she is working.  She admits that a postgraduate course is tempting but unrealistic in the current climate of borrowing government money and keeping up with inflation.  This student believes that higher education is a privilege not a given.  Students should be prepared to make sacrifices and take some of the responsibility - however the fees should not be too hefty.

Case Study – 18 year old high school student

This student lives with her parents and fifteen year old sister. She is not working and is supported by her family, would like to go onto university as its considered better for her future. At this time, she would like to become a pharmacist but is not certain as yet, she cannot see a reason why this would not be possible.  The student does believe that having more than one child in the family at university would make it difficult financially if fees were increased by thirty per cent.  She could not see it would be possible to borrow a government loan if fees had to be paid up front.  Ideally she would also like to complete a postgraduate course.

Case Study – 20 year old Prosthetics and Orthotics student

This student supports herself by working in the hospitality industry between twelve and twenty-five hours a week.  She loves learning and is studying full-time at La Trobe  Bundoora as it’s the only university to offer this degree.  This is her second degree as she was unhappy with her original choice. If fees had been increased by thirty per cent she would have only studied a visual arts diploma rather than a full degree.  The time limit on HECS would mean that she would find it difficult to study and work at the same time.  This student plans to partake in a Chinese Medicine and Arts postgraduate degree but would not be able to if the 3.5 per cent interest rate was introduced.  She would definitely not take out a government loan to pay for her fees.

Case Study – 27 year old Accounting student

This student lives with her mother and brother and does not work whilst studying. Her full time course is accounting as she hopes to manage the accounts of many people who own their own businesses.  This degree follows an advanced diploma of accounting. The availability of books is a problem in the library but the support services are to be praised. If the cost of her degree was raised by thirty per cent, she would still have started the course but would have difficulty in paying off the debts.  She would consider a postgraduate degree later on if she's not too busy working.
Case Study – 24 year old Fine Arts/Printmaking student

This student is undertaking her second course after she disliked a previous one, she studies full time, and works from ten to sixteen hours a week in food retail.

The problems with the library are that there are not enough relevant books, more funds are needed to allow for better resources.  The support service offices are often locked and unattended which is also a problem. If fees were increased by thirty per cent, this student would still have undertaken her course.  She is concerned about the five year HECS limit as personal issues or illness may affect some students.  She would be prepared to take out a government loan to pay for her postgraduate Diploma of Education if necessary.

Case study – 22 year old Social Work student

This student is studying a full time social work degree as she enjoys helping people with their problems.  After initially studying primary school teaching for two years, she realised she did not like children and so took a certificate of counselling before embarking on this degree. She complains about the lack of books in the library and the bad attitude of the staff who are frequently rude.  The support services of employment, loans, counsellors and welfare however have all been very helpful.  A daycare centre and women’s room would be beneficial on campus. If fees had increased by thirty per cent, she would still have undertaken the course due to her passion to become a social worker.  The five year HECS limit would greatly affect this student as she changed degrees so the cap would not allow her to finish her current studies.  She has considered a postgraduate course in the future but as yet is uncertain as the present degree is already costing a fortune and an interest rate of 3.5 per cent will greatly effect her decision.  She would not consider taking out a government loan as she does not trust them not to raise the interest.

Case Study – 19 year old Accounting student

This student lives at home with her family and works for around thirteen hours a week as a travel consultant. If the cost of her degree had risen by thirty per cent, she would have looked into another degree rather than pay extra.  As yet she is unsure of whether to take a postgraduate degree but the possibility of a 3.5 per cent interest rate would not affect her decision to do so.  She would not take out a government loan to pay for a course up front.

Partial HECS Deregulation and Fee Markets

One of NUS’s core concerns with the package are the new HECS arrangements. The proposed new HECS arrangements will differ from existing HECS in a couple of fundamental ways.  The fee levels of the original version of HECS and also the post-1997 differential HECS were set by the Commonwealth and the money (at least notionally) went to the Commonwealth and was returned to the universities as part of the block operating grant funding. Under the proposed arrangements the universities will be free to charge anything from $0 up to the maximum allowable rate for that band.  Universities will keep all the HECS money themselves (either from students themselves paying up front or the Commonwealth advancing money to the universities which students will later repay through the ATO).  In summary it is a partial deregulation of HECS fees which creates another variable funding mechanism so that universities can compete in an education market.

So how will the partial deregulation of HECS pan out.  The Minister has made much of the theoretical possibility that some universities will drop their HECS rates. While in a few exceptional cases the fees for some courses might drop the main game for universities is extra revenue, not less.  Deregulation advocates argue that in a fee market that universities on the bottom of the status hierarchy will compete for students by lowering their HECS charges. The Independent Report to MCEETYA  analysed the impact of a 5% reduction for the six universities given one star on the Good Universities Guide prestige scale (Southern Cross, Ballarat, Victoria, Sunshine Coast, Edith Cowan and Australian Catholic University). If the cuts were applied to new students from 2005 the universities would lose $3 million in 2005 in revenue rising to $8 million by 2008. If the HECS cut was applied to all students the reduction in revenue would start at $10 million rising to $10.5m.
  The loss of revenue would be greater than any new revenue coming in from the regional loading package.  NUS remains sceptical that any university is going to opt for a substantial reduction in its total funding.   

However, it is almost certain that many universities will opt for the full 30% increase in high demand courses. NUS predicted that some of the high status universities would be entirely shameless about moving rapidly to apply the full 30% increase across the board (apart from the protected areas of nursing and education). A recent Sydney University Senate meeting considering this proposal was shutdown by student protesters.  However, a secret meeting scheduled early the following morning voted 9-8 to go for the 30% fee increase across the board. Even more disturbing was that the fee hike was justified on the basis of maintaining ‘brand image’ rather than improving quality. So the logic goes that universities will increase their fees to appear  as first rate institutions.

There will be pressure on other universities to follow the benchmark set by the elite sandstones.    In an interview with The Age the Chancellor of RMIT, Dennis Gibson, said that Sydney University's decision to increase HECS by 30 per cent if the Federal Government's education changes are passed by the Senate had put pressure on other institutions to charge students more for their education. "It's going to be a very hard decision," Professor Gibson said, "Can we afford to have our big brothers charging lots of fees and us having low fees?" Professor Gibson said the fact that there was a marketing position that goes with price was an important factor in considering fees. Asked if this was akin to the difference between shopping at Coles or David Jones, Professor Gibson replied, "Absolutely".

There are other ways the fee market can be undermined. For example there also is the danger of universities in a region getting together and informally colluding to form a fee cartel by setting the same high fees.  Also if  universities believe that they are worse off under this package they will pass the costs onto students through higher fees.  Some Vice-Chancellors have said that they do not want to raise their fees but they may be forced into it just to maintain current funding.  Many regional and suburban universities have done the sums and calculated that they will be worse off under the package. If they do not believe that the transitional package is adequate or long enough students will bear the cost. 

The Independent Report to MCEETYA calculated the additional HECS revenue that universities would be collecting from students.  Under their  ‘differentiated scenario (using the Good University Guide’s five star prestige ranking) all universities would raise the floor price by charging 10% for all their students and additional premiums on a greater share of their enrolments depending on prestige.  The  five star universities would charge 20% extra for 50% of their students.   In this scenario they calculate that students will be paying an additional $290 m a year in HECS fees by 2008. The Independent Report to MCEETYA argued that this will be most likely scenario.   NUS believes that this scenario for the reasons given above and also the indexation time-bomb built into the package (see below) will see most universities reaching the maximum 30% rate for 90% of their students by 2007-8.  

Repayment Thresholds

One of the few sweeteners in the package for students is the modest increase in the income threshold for repayment of study debts (HECS and FEE-HELP).  The two loans schemes that will be abolished by this package (PELS and BOTPLS)  share the same repayment schedule as HECS.  It is worth putting this measure in context.   

The body that devised the original HECS, the Committee on Higher Education Funding (The Wran Committee), argued that on 'historical and overseas' precedents, it is not unreasonable to expect higher education users to contribute around 20% of the average total costs incurred by the Commonwealth.  In 1988 this came to an average level of around $1800 per full time equivalent student year.  They proposed that:

The threshold above which payment would be required should be around the annual average earnings of all employees…People would not be required to pay their tax debit until their personal incomes reach that level, which means that they should be in the top 37% of all wage and salary earners and the top 22% of all income earners.

The concept was that repayment of HECS debts would be contingent on having received a substantial private financial benefit from higher eduction study.  This would be determined by setting the minimum threshold at the average weekly wage.

Original First Full Year HECS (1989-90) in 1989 dollars

	Original HECS threshold  rates 1988
	Repayment Rate

	$23 583 – $26 798
	1.0%

	$26 799 - $37 518
	2.0%

	over $37 519
	3.0%


Under successive ALP governments the amount of HECS charged (indexed at CPI) and the base threshold level for HECS repayments remained constant in real terms (indexed by average weekly earnings movements). However, the duration of time were given graduates to repay was steadily decreased by budget-driven changes over 1989 – 1996 due to increases in the repayment rates.  The repayment rates were increased by 600% with additional gradations added.
                       Final pre-Vanstone rates (1996) in 1996 dollars

	HEC fees repayments rates (actual 1996-7)
	Current rate applied to total HEC repayment income

	$28,494-$30,048
	3%

	$30,049-$32,380
	3.5%

	$32,381-$37,562
	4%

	$37,563-$45,334
	4.5%

	$45,335-$47,717
	5%

	$47,718-$51,291
	5.5%

	$51,292 and above
	6%


In 1997 the minimum repayment threshold for HECS was decreased from $28,494 to $20,701 (1997 dollars). The two loans schemes created after 1997 – PELS and BOPTLS – shared the same repayment threshold as HECS.  Effectively the policy broke with using the average wage as a proxy for determining private benefit. The change in threshold levels was designed to hit low income workers who clearly had not received a substantial private benefit from their decision to participate in higher education.  The Education Minister, Senator Vanstone, at the time justified the measure on the flimsy basis that everyone with a job is privileged.  Actually if you end up working as a toilet cleaner after graduation you clearly are not receiving a private financial benefit from your higher education.

                           The ‘Vanstone’ Rates (1997) in 1997 dollars

	HEC fees repayments (actual 1997-8)
	Rate to be applied to total HEC repayment income

	$20,701-$21,830
	3%

	$21,831-$23,524
	3.5%

	$23,525-$27,288
	4%

	$27,289-$32,934
	4.5%

	$32,935-$34,665
	5%

	$34,666-$37,262
	5.5%

	$37,263 and above
	6%


It  was extremely poor social policy even in the narrow terms of market economics. Many of the people hit  by the lowered threshold will eventually repay their HECS, but at a time in their lives when they have a greater capacity to pay.  In fact many students working part-time and studying were being forced to pay-as-you-study due to the low threshold. With the minimum repayment threshold currently set at around  66% of average weekly earnings many part-time students have been incurring this while studying.

The main political reason at the time for the lowering of the threshold was to accelerate student repayments in order to reduce the perceived budget black hole that the government claimed that it had inherited from the previous government.  The base income threshold for repayment was set to the minimum level possible without significant numbers of benefit recipients with multiple dependents also being hit.   If it have been set any lower the Commonwealth would have ended up just transferring payments to itself.  In reality the income repayment threshold was being determined by the maximum pension rates rather than a level that could be credibly argued represented an income where graduates were receiving a financial private benefit from study.    With successive surplus federal budgets the perceived fiscal reason to accelerate graduate repayments is now long gone. 

The proposal in BAF to modestly increase the base income repayment threshold from  $24,365 (2002-3) to $30,000 (2005) is a welcome step forward in that it provides relief for some of the lowest income earners.   To put make comparison more meaningful we have indexed the HECS repayment schedules for 1989-90 (the first full financial year HECS was in operation) and the 2002-3 schedule so that they  can be compared in real terms with the proposed schedule in 2005.    
Comparison of  HECS Repayment Schedules

 (1989-90, 2002-3 and proposed BAF 2005)  in 2004-5 dollars

	
	1989-90 HECS Rates

 adjusted to

2004-5 dollars
	2002-3 HECS Rates

Adjusted to 2004-5

dollars
	BAF Package Rates for

2005

	0.5%
	
	
	

	1%
	$39 215 -  $44 941
	
	

	1.5%
	
	
	

	2%
	$44 942 - $62 921
	
	

	2.5%
	
	
	

	3%
	Over $62  921
	$26 289 - $27 724
	

	3.5%
	
	$27 725 – $29876
	

	4%
	
	$29 877 - $34 655
	$30 000 - $35 606

	4.5%
	
	$34 666 - $41 825
	$35 607 - $42 972 

	5%
	
	$41 826 - $44 024
	$42 973 - $45 232

	5.5%
	
	$44 025 - $47 322
	$45 233 - $48 621

	6%
	
	Over $47 322
	$48 622 - $52 657

	6.5%
	
	
	$52 658 – $55 429

	7%
	
	
	$55 430 - $60 971

	7.5%
	
	
	$60 972 - $64 999

	8%
	
	
	Over $65 000


As shown above the major changes from current arrangements are to remove the two bottom  repayment rates (3 and 3.5%) and add an extra four repayment rates for upper-middle and high income earners with a top repayment rate of 8% for those earning over $65,000. 

 The removal of the two lowest rates is progressive in that it frees low income earners in the $26,289 - $30,000 bracket (2005 dollars) from the burden of repayment.  However, if we are to compare the current ($26,289) and proposed ($30,000) base income threshold rates in 2005 dollars we find that they are still considerably below the original base threshold which in 2005 dollars would be $39 215 (average weekly earnings in 2005).  Under BAF the income threshold that triggers repayment will be a miserly 77% of the average weekly earnings.  Many people who have not received a substantial private benefit arising from their study (ie, are earning substantially below the average wage) will still be forced to repay.

NUS has an additional concern that the income repayment charges at the top end may be getting excessively high.  Under BAF someone on $65,000 will be getting slugged 8% of their gross taxable income on top of their other tax obligations.  The experience of both New Zealand and the Student Financial Loans Supplement (which was repaid simultaneously on top of HECS payments) showed that there were official concerns that  charging 8-10% rates of additional taxation had an excessive impact on disposable income.  NUS also believes that such high charges would have a flow on impact on mortgage and superannuation decisions. 

Full Fee Payers

One of the major initiatives in BAF is to make its new income contingent loans scheme (FEE-HELP) available for domestic undergraduate full fees (DUFF) students. The Government insists that “FEE-HELP will encourage lifelong learning and the upgrading and acquisition of new skills.” In fact what FEE-HELP will do is allow more students with even lower marks to access full-fee paying places.

Current examples of DUFF fee levels for various disciplines
	Nursing 
	$18,000

	Arts and Humanities 
	$39,000

	Education 
	$46,000

	Business and Economics 
	$46,500

	Agriculture 
	$50,400

	Science 
	$54,000

	Law 
	$80,000

	Engineering 
	$87,500

	Veterinary Science 
	$113,400

	Dentistry 
	$129,675


Without FEE-HELP the DUFF market was very limited  - to those who had access to family or personal wealth to hand over this sort of money up front.. There were a number of universities that have offered full-fee paying places to students whose marks are up to 20 per cent below the cut off mark for a HECS place. UNSW for example last year was admitting students with entrance scores up to 22% below the lowest HECS-liable student. A student and academic-led revolt on the UNSW University Council led to the DUFF program being temporarily scuttled last year. It was later narrowly re-instated but with a much more modest gap.  UNSW is a pertinent lesson in the risk that some university departments may set their entry scores to meet revenue goals rather than maintain academic standards.

The proposed availability of the loans scheme is aimed at bailing out the DUFF market. The move to restrict access to subsidised places to a five years learning entitlement will also force many unwilling students to take full fee option to complete their courses or pursue a second degree to change career (perhaps due to market globalisation-driven restructuring).  It is hard to quantify what the effect of the loans scheme and the learning entitlement will have on the DUFF market.  Certainly with demand increasing faster than the small number of new HECS places being created it will expand the number of DUFF enrolments. BAF lifts the cap on DUFF places in a particular course from 25% to 50%.    Those students who do access a full-fee paying place through this loan will be signing themselves up to a large debt that will continue to build in real terms as it attracts interest.  If the student  has  previous HECS debt (for example are paying full fees because their learning entitlement has expired)  they have to pay off the HECS debt before can start paying off their FEE-HELP debt.   This is of some considerable financial significance as the student is incurring a 3.5% real interest above CPI on the latter debt for the first 10 years.

Given that there will be little growth in HECS-liable places until at least 2008  (less than 0.8%) it is likely that many talented students from disadvantaged backgrounds (school areas where it is much harder to gain a very high university entrance score than at an elite private college) will be forced into this very expensive option (the ‘make the poor pay more’ problem outlined in NUS submissions to the review).
The ‘make the poor pay more problem’ is as follows. This arises in a situation like the proposed policy mix where there is little growth in student places and that school leavers from upper-middle class are saturating the available places, particularly for the more prestigious courses due to the structural privileges they receive in the secondary school system. 

For example Monash University’s Place to Place study found that only 11% of students from government schools received ENTER (Equivalent National Tertiary Education Rank) scores of 90 or more at Victorian universities.  By contrast 51% of private schools students achieved this score or above.  A longitudinal study by the ACER found that 31% from government schools entered higher education directly, compared with 48% from catholic and 59% from other non-private . 

 Now that a loans scheme has been introduced it is likely that many aspiring battlers will try to gain access to the more prestigious parts of higher education by opting to take the full fees/ FEE-HELP option. It’s a recipe for a future two tiered system where the ‘haves’ get subsidised places while the ‘have-nots’ are saddled with full fees, real interest rates and study debts many times bigger.  The Minister, will no doubt reply that this is their ‘choice’ but as a social policy it seems to be an extraordinarily poor one. 

Another issue is the cap on study debt.  The Minister does seem to have heeded NUS concerns that complete fee deregulation will lead to a continuous tuition fee spiral by universities as has been the case in the USA and New Zealand.  However, given that fees for some courses already exceed $150,000 there will be some students who will not be able to finish their degrees as full-fee payers because the loan is capped at $50,000. Students who have used their $50,000 entitlement before they complete will be forced to find other sources of funding if they want to finish. Their options will be to take out a commercial loan (not a realistic one given that they already have a large interest-attracting debt and have not yet completed a qualification) or move into a HECS place (if possible).  There are a few commercial loans available but they are generally capped around the $20,000 mark. In New Zealand the solution was to cap the fees rather than the loans.  NUS concurs that if there is to be fee deregulation the cap should apply to the fee rather than the loan. 

Other concerns with the DUFF arrangements include the issue of queue-jumping (where DUFF students transfer after first year into HECS-liable places)  and also the labour market issues associated with allowing gluts of graduates in high demand courses. The Minister, as a former president of the AMA, is undoubtedly aware of the labour market implications for his former profession, and capped the DUFF places in medicine at 10%.  NUS believes that there are other industries that face issues of over-supply.  It is a very bad option to saddle people with huge study debts to get credentials for industries where secure employment opportunities for new graduates are very limited.

The Government has been making the argument that it some kind of great slight on Australian students that they do not have the right to buy their way into undergraduate programs in the same way as international students.  But the point is that international students generally no longer have a subsidised pathway to get into university.  The ‘right to pay full fees’ is hardly a privilege.   NUS argues if the Government is so concerned that there is a pool of Australians who desperately want to study and have the capacity to do so then lets adjust the HECS-liable load to let them do so on the same basis as other students rather than saddling with three or four times the debt and real interest rates. NUS is confident that there would be overwhelming community support for such a measure funded by redirecting revenue from programs most of the community see as wasteful (such as tax breaks for foreign executives).  

2. EQUITY

Why scholarships are not the panacea for equity problems

Scholarships, apart from small contributions to university equity programs, are the only attempt at equity measures in this package. The Government’s rhetoric about the package makes much of the provisions of scholarships as an equity measure, even in the face of increasing student fees and graduate debt. 

NUS is increasingly concerned by the dogged focus on scholarships for the ‘deserving poor’ as the only way of maintaining any form of equitable access to university. The Howard Government offers scholarships as a means merely to paper over the cracks of a blatantly inequitable package of measures. The Labor Party counters with a different set of scholarships, targeted at Indigenous students. The AVCC, while criticising some aspects of the proposed scholarships, is so intent on getting hold of extra fees that it can come up with nothing better than doubling the number of scholarships on offer.

And yet there is evidence that scholarships are not the answer when attempting to increase participation by whole groups of disadvantaged students into university. Universities in the United States have many scholarships available to encourage low income students into prestigious institutions, and yet “American research shows that students from low income families do not enter expensive institutions even if the difference with cheaper institutions is completely offset with a scholarship”.
 Equity measures must go further than scholarships if university participation by disadvantaged groups is a serious goal of the system.

The BAF package contains two new scholarship schemes targeted at Indigenous, rural and regional, and low-income students. Commonwealth Education Costs Scholarships are for full-time undergraduate Commonwealth supported students (ie students with a HECS place). The scholarships are for $2,000 a year for up to four years, and in 2004 2,500 scholarships will be offered. This will rise to 5,075 scholarships by 2007. Priority will be given to students from low-socioeconomic background and/or Indigenous students. To put this scholarship in context it must be remembered that a HECS-HELP place to study agriculture will cost as much as $7137 per year.

Commonwealth Accommodation Scholarships are for full-time undergraduate Commonwealth supported students from rural and regional areas. They are valued at $4,000 a year over four years, and are designed to help students who have to move to study. 1,500 scholarships will be offered in 2004, with 2,030 scholarships being awarded in 2007. These scholarships will cover about half the average cost of rental the inner city areas where universities are often located, rental in inner-urban Melbourne averages $150 per week. The unfortunate fact is that many more students will have to move in order to study, given that course offerings will be negotiated with the Government.  Both of these scholarships will also be counted as income for recipients of Youth Allowance and Austudy, despite being offered in recognition of the financial costs of these students attending university. 

It is in the nature of scholarships to be highly competitive, and with increases in HECS fees and virtually no growth in the number of HECS places under this package, competition for these scholarships will be even greater. Thus the scholarships will only be awarded to the absolute brightest of those students from the most disadvantaged groups, or possibly students facing multiple disadvantage. The scholarship scheme will not expand access to universities, but will provide only a small measure of financial gain to students who most probably would be going to university even without the scholarship. Financial benefit comes at the loss of flexibility – to defer, change courses or mode of study – and increases pressure on the student not to fail.

At the same time the Government has announced that the money from Commonwealth scholarships will count as income for the purposes of income support payments. This means that the most disadvantaged students, those most in need of income support, will have a significant amount of their Youth Allowance, Austudy or Abstudy ‘income bank’ taken up by the scholarship. The Independent Report on the package to MCEETYA estimated that:

“A scholarship worth $2000 rapidly drops to a value of only $683 when a student earns the equivalent of $300 (gross) per fortnight, while a scholarship worth $4,000 drops to a real value of only $1,283. Consequently, rather than supplement the income received through income support schemes, the scholarships merely replace a significant proportion of it.”

The Independent Report to MCEETYA also notes that the targeted students are also more likely to accumulate debt, so in effect the scholarships may simply substitute for a debt, rather than provide enough money for a liveable income while studying.
  Yet scholarships will not be counted as income if the recipient is attempting to prove independence from their parents in order to qualify for income support. 

On top of this, it has recently been reported that other university scholarships for disadvantaged students will be counted as income for the purposes of student income support. This includes scholarships that confer no immediate financial benefit, such as HECS exemption scholarships. The recommendation in the Independent Report to MCEETYA that HECS exemption scholarships should be provided in recognition of the debt aversion amongst disadvantaged student groups is of little use in the face of the meanness of the student income support system.

It is no wonder that there are now reports that students are choosing not to take up scholarships because they are perceived to offer little real benefit.

Impact of BAF on postgraduate coursework students
Postgraduate students in coursework degrees will continue to be charged full-fees for their study under a totally deregulated fee scheme. Currently about one-third of students continue to access HECS places in postgraduate coursework degrees. These students are largely concentrated in the new ‘national priority’ disciplines of education and nursing, disciplines largely dominated by women. 

The Government has removed guarantees of HECS places in the current package to enable universities to charge full-fees in these disciplines. This would seem to be due to the fact that the introduction of learning entitlements means that teachers and nurses would no longer be able to access a HECS place once they have finished their undergraduate degree, as they will be approaching the end of their five years of publicly assisted study. Thus it is likely that the proportion of postgraduate coursework HECS places will continue to decline.

Postgraduate students will now borrow for their coursework fees within the FEE-HELP loans scheme. Under this scheme students can borrow up to a total of $50,000. A student wanting to undertake postgraduate study may have previously accessed part of their loan as a full-fee paying undergraduate, either by enrolling in a full-fee paying place, or because they used up their five-year entitlement to a HECS place. If this is the case they will only be able to borrow part, if any, of their fee. 

Those students who go on to postgraduate coursework degrees at their own expense, or those who take a full-fee paying place, face spiralling levels of debt. The New Zealand government deregulated fees and introduced interest rates on student loans in 1992, and since then fees have spiralled and student debts are causing serious consequences for the community. The New Zealand Government has already had to implement changes to write off interest rate payments for low-income students after repayment times had stretched to 17 years for men by 1999, and a staggering 51 years for women. Despite interest rate write-offs, payments times are still estimated at 15 years for men and 29 years for women
. 

The impact of BAF on Indigenous students

Many groups, including the AVCC and the NTEU, have welcomed the Budget measures for Indigenous people, including the provision of scholarships for Indigenous students and staff. It is important when assessing the effectiveness of these measures to consider the broader context of Indigenous peoples economic and edcuational disadvanatge in Australian society. Indigenous people in higher education have had to overcome significant barriers to be there, given that Aboriginal and Torres Strait Islander peoples continue to be the most disadvantaged within the Australian university system, as within all of Australian society. Nearly half of the Indigenous community aged over 15 having no formal education at all. A Year 10 certificate is the highest qualification of almost 30 % of Indigenous people. 

Increasing HECS charges will impact most severely on Indigenous students. The average income of Aboriginal and Torres Strait Islander people is about $14,000 a year, 30% below that of the rest of the population.
  This sort of income inequality impacts on the capacity of Indigenous students and their families to pay fees, and also on Indigenous graduates’ rate of HECS repayments. 

Indigenous students will also be disadvantaged further by downgrading of regional universities, course rationalisations, and forced attempts for students to move in order to study. Regional universities will receive no additional funding for external students, despite the fact that many Indigenous people study externally due to family and community commitments. 

The Howard Government has already made changes to the income support system which severely disadvantaged Indigenous students. In 1998 the Government changed the Abstudy system of income support to align it with ‘mainstream’ income support payments. This meant that fewer students receive any payments, and many receive reduced payments. These changes to Abstudy were implemented against all advice and warnings from the Indigenous community, Abstudy advisers, the NTEU and NUS. At the time it was predicted that almost 95% of the Indigenous students in higher education would have been disadvantaged by the changes.
 And sure enough, Indigenous enrolments fell from 8367 in 1999 to 7342 in 2002, a fall of 18 per cent, and a reversal of a decade of steadily increasing enrolments.
 
It is then no wonder that Indigenous students made up only 1.2% of all commencing students in 2001, despite the Government’s benchmark for Indigenous participation at 2.5%.
 These levels of participation in higher education will continue until there are real changes to the system which now only suits non-Indigenous, middle-class Australians. 

The impact of BAF on women students

The proposals for partial deregulation of university fees come on top of fast increasing levels of student debt after HECS rates were increased and variable bands of HECS were introduced in 1998. The overall HECS debt is now $9 billion, double the figure from four years ago. The total HECS bill that students owe will rise to $11.5 billion in 2005-2006.
 Most students will graduate with a HECS debt of between $11,000 and $30,000. 

The difference between incomes for men and women and the fact that women spend more time outside of the paid workforce already means that women take longer to pay off their HECS debts. 93% of men will have paid their HECS debt by age 65, but only 77% of women will.
 . The average starting salary for new male graduates is 37,000, that’s $2,000 more than the average for female graduates.
 These are people from the same system, which offers the same education. Closing this gap is not just a matter of having more women in ‘non-traditional’ areas, real economic equity demands that women are adequately paid in any career that they choose.

The difference between postgraduate starting salaries for men and women is even greater, women’s salaries are only 76 per cent of their male counterparts.
 A woman places herself at even greater income disadvantage simply by furthering her qualification with postgraduate work. And she has a postgraduate loan on top of her HECS debt to show for it, one which will now attract an interest rate on top of inflation. 

Faced with mounting debt and the prospect of a lower income, women will be forced to make difficult decisions about where and what they can afford to study.

Impact of BAF on students with disabilities

While there is a measure in the package designed to boost university access for students with disabilities, the Government has made other changes to student income support which cut back allowances at the direct expense of students with disabilities. The package includes $1.1 million per annum for three years from 2005 for the Students with Disabilities Program. While this money will go to universities to assist people already studying, cuts to the Pensioner Education Supplement (PES) will directly impact on students with disabilities. 

The PES is an allowance for students in receipt of a pension, generally students receiving the Disability Support Pension or the Sole Parents Pension, to assist these students with their study. This payment recognises the additional costs these students face. In the 2003-2004 Commonwealth Budget the Government cut the PES so that payments will no longer be made throughout the year, but instead will only be made ‘during periods of actual study’, that is the payment will be cut over summer vacation. 

The measure will save the Government $39.3 million over four years at the direct expense of individual students with disabilities, in stark contrast to the $3.3 million to be paid, not to students but to institutions, to encourage participation from this same group.

The impact of BAF on mature-aged, part-time and external students

The recently released report from DEST, HECS and Opportunities in Higher Education, found that the introduction of the 1996 differential HECS system had an impact on enrolment amongst certain groups of students, and in particular on the participation of older students:

“We find that the 1996 changes to the higher education system had a significant negative influence on the demand for higher education among mature age persons … The co-efficient of the 1997 effects variable shows that nearly 17,000 fewer mature age applications were lodged each year from 1997 onwards.” 

Declining participation  was noticeable for older students who were studying part-time or externally:

“Participation rates among older part-time and external students aged 25 years and over fell noticeably after 1996 following the HECS changes. In particular, the declines were more marked among part-time than external students. For example, the participation rate of 25-29 year-olds commencing part-time declined from 0.34 per cent in 1996 to 0.25 per cent in 2000. Once again, to demonstrate the magnitude involved, had the 1996 participation rate prevailed, then there would be an additional 1,200 25-29 year-olds commencing part-time study in 2000.”

If this has been the impact of the differential HECS system already implemented by the Coalition Government, then plans to increase fees by up to 30 per cent more are sure to deter even greater numbers of older, part-time or external students from university. The introduction of a five-year learning entitlement can also be expected to deter these students. If a student returns to study after a break to commence a new degree, having used up part of their learning entitlement in an initial period of study, then they will be forced to pay full-fees if their total study time exceeds five years. The prospect of even greater levels of debt for students who have already been shown to have greater elasticity of demand will impact on their participation in university. 

Such outcomes can only work against a flexible higher education system  which caters to a knowledge economy based on a highly skilled labour force. Higher education may become even more critical in the future for older students as rapid labour market restructuring forces more people to retrain at a mature age. The flexibility to study part-time or externally while working or caring for a family has also been eroded through past policy changes, and can only continue to be undermined through the present legislation. The continued pressure on external students will be felt strongly in regional universities with high off-campus enrolments, like the University of New England or the University of Southern Queensland, doubly disadvantaged by the fact the external students are not included in calculations for regional loading funding.

The impact of BAF on rural and regional students

Students from rural and isolated backgrounds are under-represented in higher education and face a number of barriers to their participation. At present “for every ten urban people on a per capita basis who attend university, roughly six rural or isolated Australians will do so.
” The Department of Transport and Regional Services has outlined the cause of this under-representation:

“Feedback from people in regional Australia indicates the following barriers to participation: high costs of education; lack of access to quality telecommunications; minimal social and support networks for people moving to larger cities coupled with inadequate income support and a lack of well developed learning culture.”

Students from rural locations who are also from low socio-economic backgrounds are more likely to see the high costs associated with higher education as a reason that they will not be able to participate in university when they complete school
. Students from rural backgrounds are also likely to have less ‘push’ factors for them to attend university arising from the perceived value of a higher education amongst their families and communities.

Although all Australian universities fail to meet the ‘equity reference value’ of 25 per cent of students from lower socio-economic backgrounds, the Group of Eight universities fall well below the national average
. 

The increases to HECS fees in the package of legislation will further marginalise people from low socio-economic or rural and isolated backgrounds from higher education. In his submission to the Crossroads Review, Associate Professor Richard James from the Centre for the Study of Higher Education at Melbourne University outlined the dual negative impacts of fee deregulation on students from equity groups:
1. Higher fees would be a significant deterrent for people from lower socio-economic backgrounds  and rural/isolated areas (regardless of whether or not deferred payment is an option, since there is some evidence of debt-aversion among these groups). An overall downturn in participation could be anticipated. 

2.The present social polarisation across universities would be intensified as prospective students from lower socio-economic and rural/isolated backgrounds are deterred or excluded by the dual effect of highly competitive entry requirements and the (presumably) higher fees sought by the universities/courses for which there is high demand. The prospect of the universities which confer the greatest positional status serving a social elite would loom large.

3.  INCOME SUPPORT:

NUS believes that adequate student income support is an absolutely necessary requirement for an equitable and open education system. NUS concurs with the Australian Vice-Chancellors’ Committee on this issue:

The AVCC has argued… that the Government should restructure the student income support system so that it is effective in reducing the need for students to work excessive hours and so avert the detrimental effect on academic performance of heavy work commitments prompted by economic necessity…

The AVCC is disappointed that the Government has not made any commitment to review the current income support systems. The Government has provided for scholarships … but these are highly selective with limited regard to real financial need.

University students studying full-time are eligible for one of three income support payments: Youth Allowance, Austudy or ABSTUDY. These payments, while designed to facilitate access to the education system for students who are unable to provide their own financial support, are currently at such low levels, and have such stringent restrictions on eligibility, that they effectively keep people in poverty while they are studying.

The Level of Payments

It is of serious concern that current levels of income support are a long way below the Henderson poverty line. Research by the Australian Council of Social Services last year concluded that income support levels for students were between 20 and 39 per cent below the poverty line.
 With income support levels set so low, many students struggle just to provide themselves with the basic necessities of life. Students also face additional expenses associated with their courses which place additional burdens on their financial position. With the cost of textbooks alone taking up $200-$600 a semester, students can spend up to a month’s income support payments each semester just on books.

Payments for students on Austudy, that is students 25 years or over, are 39 per cent below the poverty line. Inexplicably, these students are deemed ineligible for rent assistance. If they were unemployed, instead of trying to upgrade their qualifications by returning to study, these people would receive Newstart payments and be eligible for around $80 extra a week.
 Rent Assistance is a payment of up to $40 per week to help pay for housing costs. It is only available to Youth Allowance recipients who are considered ‘independent’. While the extra money can make a great deal of difference to a student struggling on payments well below the poverty line, in 2000-01 only 23.1 per cent of full-time students on Youth Allowance received Rent Assistance.

Restrictions on eligibility

One of the most difficult aspects of the income support system for young people is the age of independence. Young people are considered dependent on their parents until the age of 25. Youth Allowance payments are means tested against parental income for seven years after people are considered adults by any other measure of society. The low parental income threshold of $27,400 before payments are reduced means that many students are ineligible for any income support at all. 21 per cent of students don’t even apply for support and a further 5 per cent are refused by Centrelink because of their parents income levels or assets
.
The consequences for individual students of the age of independence provisions are serious. Many families above the income threshold are not in a financial position to support their children through tertiary education. Students financial dependence on their parents, forced on them through the ridiculous age of independence and harsh parental means testing arrangements of the income support system, places the burden of supporting adult students on families which earn well below average wages. A study by Harding and Szulkalska who found that 21 per cent of households containing dependent young people are living in households with incomes below the Henderson Poverty Line.
 Increasing levels of financial dependence place financial pressure not only on students, but on whole families.

A recent paper by Bob Birrell et al asserted that the fee increases in Backing Australia’s Future should not be examined in isolation, but within the context of the Government’s previous student income support policies and the impact these have had on the student population. Birrell writes that:

“A year 12 student contemplating higher education who does not come from an affluent family willing to finance his or her living expenses, or who does not come from a very poor family (and thus is eligible for Youth Allowance), faces a future fraught with financial difficulties”.

“The statistics show that few people qualify for Youth Allowance payments if entering university straight after school, in 2001, 21 per cent of full-time students under 19 received Youth Allowance. A quarter of these students do not qualify for the full payment.”

In order to receive Youth Allowance without the harsh parental means test, students must attempt to prove their ‘independence’. To qualify as independent, a student must have been out of school at least 18 months and earned more than $15,990 within an 18 month period.

This means that many students defer for a year, or juggle long hours of work with study in order to receive independent Youth Allowance. Bob Birrell et al conclude:

“… it is likely that many who come from families who cannot afford to help with living expenses, or who are unwilling to do so, do not take up the opportunity of a university place.”
 
Queer Students

Many queer students must face homophobic attitudes and even violence, at University and in the community. People who are queer have extra burdens of safety on campus, and fear of harassment and discrimination. However, we only know through ad hoc research that queer people leave University because of these issues, and we don’t know what the exact retention rates of queer students are. 

The age of independence for student income support payments being set at 25 has serious implications for non-heterosexual young people. Some students who choose to ‘come out’ to their families will be accepted and supported, but unfortunately others are subjected to more than just expressions of “disappointment” but physical response, emotional abuse and manipulation. Homelessness and estrangement are not uncommon, and depression and suicide rates are well recognised as much higher for non-heterosexual young people than for their heterosexual counterparts.

To qualify for independent rates of Youth Allowance due to family breakdown, young queer students face a bureaucratic process that involves high levels of disclosure of their situation to numerous people, and often the presumption that they are being fraudulent or dishonest. In addition to these problems, young queer students face discrimination in claiming independence as the definition of a de facto relationship in social security legislation applies only to relationships between people of the opposite sex. Young people who are married or have been in a heterosexual de facto relationship can claim independence from their parents, while those in same-sex relationships cannot, a situation which is blatantly discriminatory.

Measures affecting student income support in the Budget

Far from increasing rates of payment so that students are guaranteed a liveable income, this years Federal Budget introduced a number of measures, separate to the Backing Australia’s Future package, which will further exacerbate the problem of student poverty.

The first of these is the decision to ‘review’ a large number of students receiving income support payments. There will be an additional 5,000 reviews of Austudy recipients every year, and 23,000 extra reviews of full-time students who receive Youth Allowance. Together with additional reviews of job-seeking Youth Allowance recipients, this measure is designed to save the Government $60.4 million in the next four years by cutting payments to students. Cuts in payments take the form of ‘breaches’, and debts are clawed back by Centrelink from students who live off income support payments already 20-39 per cent below the poverty line. 

Young people are already the group most likely to be ‘breached’ by Centrelink.  In 2000-2001, 57 per cent of all Activity Test Breaches were applied to young people under 25, and more than 17,000 of Youth Allowance debts were related to study issues
. The impact of this was strong on many Youth Allowance recipients, with 57 per cent of all independent rate recipients under 18, 68 per cent of 18-20 year olds, and 42 per cent of all 21-24 year olds have a debt to Centrelink
. Breaches can lead to a reduction of social security payments for up to six months.

But the Centrelink breaching regime is by no means infallible. Information provided to Senate Estimates showed that for jobseekers in 2001-2002 “eight in ten mutual obligation triggers have found to be wrong”.

The second measure in this year’s Budget is the removal of the Pensioner Education Supplement (PES) over the academic summer break. The PES is paid to the recipients of some income support payments in recognition of the additional costs of study for groups like students with disabilities or sole parents. Removal of the PES over the summer break will cut payments to these students, already surviving on very low incomes, by around $300 per year.

The third change to income support provisions for students in the removal of the Financial Supplement Loans Scheme. Under this scheme students can access extra financial support from the government by trading up to half of their income support as a loan. Supplement loans prey on the fact that government income support is so far below the poverty line, ensuring that students who are reliant on income support graduate with an even greater level of indebtedness. When repayments on the Supplement Loan are added to HECS repayment, graduates pay up to 10-12 per cent of their income in debts from their degrees.

NUS has consistently argued for the abolition of Supplement Loans, but accompanied by an increase in income support payments to ensure that students do not have to borrow, either from the Government or other sources, in order to live. The Government refuses to do this and instead in this budget has found a further three ways to reduce the income available to students.

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…

Context – why are we in this mess ?

The main story behind university funding since the 1994 deregulation of postgraduate coursework fees has been on one hand about static or declining real levels of public funding (punctuated by an occasional partial catch-ups), while on the other increasing the level of student contribution (the change to HECS in 1997, the increased enrolment of  full fee paying postgraduates and international students, the introduction of full fee paying domestic undergraduates at a number of universities). 

Many statistics can be brought out to highlight the degree to which the Commonwealth has largely abandoned the project of funding any real expansion of higher education and is instead relying on student fees or revenue generated from HECS as a basis for future expansion.   For example the recent Independent Report to MCEETYA cites:          

· The share of total university revenue contributed by the Commonwealth fell from 57.2% in 1995 to 43.8% in 2001.  The AVCC has calculated that if HECS revenue is removed that the base operating grants per EFTSU have fallen by 8.2% between 1995 and 2001.  

· Total university revenue did increase by 17.6% over 1995-2001 but this was not enough to match the growth in the student load (25.8%).  When the student load is taken into account the total university income from all sources fell by 6.5% over 1995-2001.
  

· The revenue increase while inadequate to meet the growth in student enrolments was almost entirely funded by increasing the student contribution. Over1995 –2001 HECS charges increased by 70% and student fees increased by 99%.  The student contribution increased over this period from 23.6% to 37.2%.

In addition the Minister stated in Backing Australia’s Future that he is committed to the end goal of creating “a framework for research in which all Commonwealth funding is either competitive or performance-based”
  The previous Education Minister had already shifted a large part of research grants into competitive processes rather than following student load.  While the review into the impact of the Knowledge and Innovation reforms is still being conducted it appears that the competitive mechanisms have had the effect of further concentrating research funding at the four or five universities with historic advantages in this area.  Regional universities have had some protection from impact of this redistribution due to the Regional Protection Fund set up to meet concerns over loss of funding under the Knowledge and Innovation reforms.  This fund runs out this year, and no announcement has been made on  whether the fund  will be continued.    

One of the most serious funding problems lies with system of indexation of university operating grants  introduced in 1995 by the former Keating Government and maintained by the current Government.  Prior to this the base operating grants were adjusted to take into account actual salary and non-salary movements.  The introduction of enterprise bargaining arrangements in January 1996 led to a change in the system of indexation.  The Indexation rate (Cost Adjustment Factor) is determined by:

· A notional salary component of operating grants (75%) which is indexed annually on the basis of the Safety Net Adjustment (the minimum allowable adjustment to wages for low paid workers who do not achieve a higher rate of increase) as determined by the Australian Industrial Relations Commission, and

· A national non-salary component (25%) which is indexed annually on the basis of the Treasury Measure of Underlying Inflation. This measure is derived from the CPI but removes elements affected by seasonal and policy factors. Actual CPI has used since 2001.
     

The notional salary component of the indexation for universities between 1995 and 2001 increased at less than half of rate of economy-wide wide measures such as the Average Weekly Earnings (AWE).  Burke and Phillips have calculated that if the AWE had been used instead of the Safety Net Adjustment that the actual base operating grants would have been $500m higher in 2001.  They also comment that:

“Revenue from other sources, including overseas student fees and postgraduate fees, is very largely committed to providing programs for those students and provide only limited compensation for across-the-board shortfalls in Operating Grants”. 

The cutbacks to fully funded student places made by Senator Vanstone over 1997-2000 made the situation even worse.  The cutback reduced the fully funded student load in 1999 by 20,575 EFTSU on compared with the level projected in the last triennium report of the previous ALP Government.  In actual rather than projected terms the fully funded student load fell from 417,415 in 1996 to 412, 115 in  2000  (a reduction of 5300 EFTSU). It is only now as the Backing Australia’s Ability places are cutting in that the number of fully funded places (including RTS) returning to their mid 1990s levels. In 2003 the number of fully funded places (including RTS) stands at 416,914, still slightly below 1996 level.  Hopefully as the next BAA places come on line next year we can celebrate the first real new fully funded student places created by this Government.   

Nor have the commercial activities of our public ‘enterprise’ universities offset the on-going process of reducing the real funding for core teaching and research activities.    Rather than increasing the revenue available to universities (and relieving overall cost pressures) this is actually adding further to the pressure on core teaching and research activities by diverting resources away from those areas to ‘income generating functions’ and incentives for senior administrators. Professor Simon Marginson argued that the new private income has been applied to different functions to those supported by Government funding and that it has failed to substitute for that old public income, but has instead been applied to new or additional functions:

“Rather than providing core resources for teaching and research, the new private income is largely or wholly absorbed in the costs of generating that same income; and also absorbed by other additional institutional requirements in what are now (in contrast with the situation that existed before about 1985) competitive, cash-strapped and semi-marketised universities. These functions include recruitment, servicing and teaching of international students; off-shore operations; marketing and promotions; fund-raising and alumni relations; communications; financial and asset, management; performance management; and quality assurance; all of which expanded significantly during the 1990s. By 1998, the proportion of university staff who were employed in teaching-related positions was down to 37.7 per cent.
 

Lack of indexation reform lays seed for next round of fee hikes

Apart from the regressive changes to the student fees and loans policies the most disappointing aspect of the package is the failure to address the inadequate indexation of Commonwealth contributions to university operating costs.  As explained above the major failing of the Cost Adjustment Factor is that 75% of it is tied to the minimum Safety Net Adjustment rather than realistic ways of taking account of salary movements.  The ALP in their ‘Aim Higher’ package propose the use of the ABS’s Wage Cost Index (Education).   NUS does not profess to have great expertise in recommending what would be the most appropriate index to use but it is a matter of great pertinence to students that a more appropriate form of indexation is developed than the current model.

Under the current system the inadequate indexation acts as a cancer eroding the level of funding per student.   Students have suffered the effects of this in their overcrowded lecture theatres and laboratories, the vanishing opportunities to participate in small tutorials and learning consequences arising from a 25% increase in student: staff ratios since 1995. According to the Independent Report to MCEETYA study total university funding per EFTSU fell by 6.5% in real terms over 1995 to 2001.  The Commonwealth contribution to base operating grants (minus HECS) fell by 8.2% over 1995 to 2000.     This system sent a pretty clear message to universities that future expansion would be on the basis of full fee places.

 While the base operating grant per funded student (including HECS) remained fairly constant (entirely due to the extra revenue from differential HECS offsetting the decline in Commonwealth funding) it was clear from the running down of core teaching activities that universities were shifting away resources to increase their capacity to chase fee paying students.   There were other pressures at work: a decline in non-student fee private revenue funding per EFTSU, the unfunded and then marginally funded over-enrolments, and a decline in the average revenue from international student fees.  The reality has proven that the costs associated with marketing, establishing off-shore campuses and twinning arrangements, travel costs for teaching staff to offer intensive off-shore teaching programs, support and administrative infra-structure, etc have eaten up most of the revenue generated from the full fee paying students.  

Under BAF the inadequate indexation produces two additional pressures.  Firstly it acts as an incentive (coercion) for the universities to get temporary relief from declining Commonwealth under per EFTSU funding by accepting the government’s workplace and governance reform agenda in return for getting a loading per funded EFTSU increase of 2.5% in 2005, 2006 and 2007.  However, even for those universities who do decide to go down that path the problem of lack of proper indexation returns again after 2007.   While the package does create extra funded places in 2008 the funding per student will decline again.  Secondly  universities that do not accept the government workplace and reform agenda, and even those that do after 2007,  will be under pressure to offset their declining Commonwealth funding per EFTSU by increasing  their HECS charges.  Given that many universities are already going to opt for the full 30% increase as soon as possible NUS believes that the likely scenario by 2007  at the latest is that many Vice-Chancellors will be pushing to remove the 30% restriction on HECS hikes and the 50% cap on DUFF places to offset lost Commonwealth revenue.  The government of the day may either acquiesce or leave students in the “funding stand-off while quality of the student experience declines” scenario we have had in recent years.  In short this package contains its own internal time-bomb that will undermine the integrity of the package well before its 2013-4 use-by date. 
Commonwealth Funded Places

The package does create some additional Commonwealth fully funded places. These are set out below.   

	
	2004
	2005
	2006
	2007
	2008

	Places to Private Providers
	
	273
	478
	631
	745

	End Funding to Marcus Oldham
	
	-65
	-65
	-65
	-65

	Priority Places to Regional Campus 
	210
	368
	486
	574
	574

	Fully Funded Places to Replace  Marginal over-enrolments
	
	9100
	15925
	21044
	24883

	New Medical Places
	234
	468
	702
	936
	1170

	Growth from 2007
	
	
	
	1400
	2450

	Growth from 2008
	
	
	
	
	1800

	Total  Change In Fully Funded Places 
	444
	10144
	17526
	24520
	31557


However, this package does not expand the number of HECS-liable places available to the community.  This is because the number of marginal funded places lost if we take the most recent (2002) figures amount to 32,232 EFTSU marginal places.  If we assume that there are no over-enrolments in 2008 then the effect of  this package is to reduce the number of HECS-liable places by 1175 EFTSU.
   Even  if we are  more generous than the Independent Report to MCEETYA’s modelling and allow some over-enrolments still to be floating around the system the figure gets us close to the status quo.  

NUS notes the additional 4735 from the previous BAA and regional initiative places coming on line in 2002-5. Overall there is a net  increase of  3460 EFTSU over 2002-8 ( assuming zero over-enrolment)    - a very modest 0.8% increase in the subsidised load - but it occurs despite BAF not because of it.  The Independent Report to MCEETYA also notes that this small growth in subsidised load is insufficient to maintain current participation rates (EFTSU per 1,000 people 15+) to meet demographic growth up to 2011.  Just to maintain current participation levels DUFF places will need to be expanded to 5-10% of the total domestic load to make up the demographic shortfall caused by the woeful public funding inadequacies of BAA and BAF.
    

Full Fee Payers – Revenue Implications

Demand for higher education will keep increasing for the rest of this decade (both from globalisation-driven economic restructuring and the increase in the school leaver cohort up to at least 2011). There is almost no growth in HECS-liable places under the combined impact of Backing Australia’s Ability and Backing Australia’s Future (0.8% over 2002-8).  As established above the small number of HECS-liable places will not even maintain current participation rates arising from demographic related growth in this decade.  The core higher education expansion strategy of this government is to deal with the demand that is not met through the subsidised places through the creation of more full fee places. NUS has elsewhere expressed its opposition on social and equity grounds to the idea that future expansion of higher education will come mainly from full fee paying students.

There is another important issue. There is considerable variation in the scope of universities to generate full fee places (see tables below). If the future is full fee driven expansion then what happens to those who have only a modest scope to increase their full fee programs beyond existing levels (given the funding difficulties a number of universities are already experiencing).  Are they doomed to another decade of stagnant funding and declining conditions and morale ?

So who will be the winners and losers ? What we have done here is to look at the extent to which universities already taken up the full fee paying options:  first we look at the total full fee paying load and then we disaggregate the data into the different full fee paying markets (international, postgraduate coursework and domestic undergraduate).  Universities differ vastly in size so it is not very useful just looking at a list of how many fee paying enrolments each university has.  To make a comparison of the degree to which each universities is pursuing the full fee strategies we have looked at the ratio of fee paying students with the total fully funded load  (including RTS students) in 2002.    

Ratio of All Full Fee Payers  (Domestic and International) : Total Fully Funded Load 2002

	University
	Ratio of Full Fee Payers : Fully Funded Places

	Central Queensland University 
	115.3%

	RMIT
	85.3%

	Swinburne
	70.9%

	Curtin
	65.3%

	La Trobe
	64.9%

	Charles Sturt
	62.3%

	Monash
	60.3%

	Macquarie
	58.8%

	UNSW
	57.1%

	University of Wollongong
	54.8%

	University of Melbourne 
	49.0%

	University of Technology, Sydney
	46.7%

	University of Ballarat
	46.3%

	University of South Australia
	42.6%

	Deakin University
	36.3%

	Victoria University
	35.1%

	University of Sydney
	33.2%

	University of Canberra
	33.2%

	Edith Cowan  University
	32.4%

	University of Southern Queensland
	31.7%

	University of Western Sydney
	31.3%

	Southern Cross University
	27.4%

	Griffith University
	27.2%

	University of Adelaide
	24.8%

	University  of Western  Australia
	24.3%

	Murdoch University
	21.8%

	Flinders University
	21.3%

	Australian National University
	20.6%

	University of Newcastle
	19.9%

	University of Tasmania
	18.2%

	University of New England
	15.6%

	University of Queensland
	15.6%

	James Cook University
	15.5%

	University of the Sunshine Coast
	11.1%

	Northern Territory University
	10.0%


There is a massive diversity in how universities are currently faring in the aggregated full fee market. For example Central Queensland University has a 1038% greater share of its student enrolment load devoted to full fee places than its regional Queensland rival, the University of the Sunshine Coast.  Even if we take the fairly new University of the Sunshine Coast and the Darwin-based Northern Territory University out of the calculations we find that campuses such as the Universities of Tasmania, Newcastle and New England, James Cook and Queensland have four or five times smaller full fee share of their enrolment load than the top end of the market. 

Contrary to popular expectation the G-8  universities (with the exception of Monash) do not make up the top rung of  full fee charging universities.  This is because they are more focussed on establishing their brand image as research-intensive universities than becoming mass teaching institutions.  They receive the bulk of the Commonwealth’s research funding.  In the case of the University of Western Australia it also receives about as much funding from non-student private sources as it does from the Commonwealth.  Certainly they out perform most of the regional and suburban universities in the fee market but are less dependent on full fee revenue compared to the vocational and technological universities - the sandstones generally have more options. 

Universities also exhibit considerable diversity in the market they have focused on.  Here we disaggregate the data into international, fee paying postgraduate coursework, and domestic full fee undergraduates. 

The biggest fee market for universities are international students. The bulk of international students pay full fees although a minority do receive aid scholarships.  For this purposes (looking at university revenue) it makes no difference who pays.  Again we find Central Queensland University with its numerous full fee charging off-shore operations way out in front, followed by RMIT. Again the Universities of Tasmania, Newcastle, Sunshine Coast, New England, James Cook and Queensland have five or six times smaller share of international students of their enrolment load than the top end of the market. Again in contrast to popular perceptions only two of the G-8 campuses (Monash and UNSW) make the top ten.

Ratio of International Students  : Total Fully Funded Load 2002
	University
	Ratio of International Students: Fully Funded Places

	Central Queensland University 
	105.3%

	Royal Melbourne Institute of Technology
	67.5%

	Curtin University of Technology
	55.9%

	University of Wollongong
	50.0%

	Monash University
	45.8%

	Swinburne University of Technology
	 45.5 %

	Charles Sturt University
	 44.5 %

	University of  NSW
	41.8%

	University of Ballarat 
	41.0%

	Macquarie University
	40.5%

	University of South Australia
	39.1%

	University of Melbourne
	32.2%

	Victoria University
	30.2%

	University of Technology Sydney 
	29.7%

	University of Western Sydney
	25.8%

	Edith Cowan University
	25.6%

	University of Southern Queensland
	25.1%

	University of Canberra
	22.9%

	Australian National University
	22.1%

	Griffith University
	21.8%

	Deakin University
	21.8%

	University of Sydney
	21.5%

	Southern Cross University
	20.8%

	University of Western Australia
	20.2%

	University of Adelaide
	19.5%

	Murdoch University
	18.8%

	Queensland University of Technology
	18.7%

	University of Queensland
	17.4%

	La Trobe University
	15.7%

	Flinders University
	14.3%

	University of Newcastle 
	14.2%

	James Cook University
	12.4%

	University of Tasmania
	11.6%

	Northern Territory University
	8.0%

	University of New England
	7.6%

	University of Sunshine Coast
	7.4%


Backing Australia’s Future does not take up the international student market in a direct way although there was a 2003-4  budget measure to increase the international student visa charge from $315 to $400 to fund quality assurance measures for international programs. However, given the vagaries of the international student market (such as increased competition from other countries, the rising Australian dollar pushing up student fees and living costs, concerns about the quality of education being provided, tougher study visa regime from DIMIA, lack of state government support on matters like travel concessions) a decline in the international student market would have serious consequences for those campuses that have staked a lot of their resources into this market.    

Ratio of  Domestic Full Fee Paying Postgraduate : Total Fully Funded Load 2002
	University
	Ratio of Postgrad Full Fee Payers : Fully Funded Places

	Swinburne University 
	21.9%

	University of Technology Sydney
	17.0%

	Macquarie University
	17.1%

	Royal Melbourne Institute of Technology
	 15.5 %

	Charles Sturt University
	17.7%

	Deakin University
	 13.5 %

	University of  NSW
	12.5%

	University of Melbourne 
	10.3%

	University of Canberra 
	10.1%

	Australian National University
	9.5%

	Curtin University 
	9.4%

	Monash University
	8.9%

	University of Queensland
	8.0%

	University of Sydney
	8.0%

	Queensland University of Technology
	7.2%

	University of Southern Queensland
	6.6%

	University of New England 
	6.4%

	Central Queensland University
	6.4%

	Edith Cowan  University
	6.2%

	Southern Cross University
	5.7%

	Flinders University
	5.7%

	University of Western Sydney
	5.5%

	Griffith University
	5.4%

	University  of Newcastle
	5.3%

	University of Ballarat
	5.3%

	University of Adelaide
	5.0%

	University of Wollongong
	4.7%

	La Trobe University
	4.4%

	University of Western Australia
	4.2%

	University of the Sunshine Coast
	3.7%

	University of South Australia
	3.5%

	Victoria University
	3.4%

	James Cook University
	3.0%

	Murdoch University
	2.9%

	University of Tasmania
	2.6%

	Northern Territory University
	2.1%


The postgraduate full fee market is largely made up by vocational qualifications either from employer subsidised courses or where postgraduate qualifications are necessary /highly desirable for promotions within an industry.  This generalisation has been becoming less true since the steady elimination of HECS-liable postgraduate coursework places from 1994 has meant that there are more and more other degrees which no longer have a HECS-liable pathway thus forcing students into fee paying options even where there is no employer subsidy or likely promotion. Nevertheless it is clear that this market is vocationally driven.   The top end of the market is made up of a number of universities of technology (Swinburne, UTS, RMIT), vocationally-orientated universities.  (Charles Sturt, Deakin) and vocational departments within traditional universities (Macquarie, UNSW, Melbourne).  While a several regional universities make it into the mid table (Southern Cross, USQ, CQU) the regionals generally have the smallest share of the market (Ballarat, James Cook, Tasmania, Wollongong, Newcastle, Northern Territory).  A number of universities also have a small number of fee paying research students. As described above the changes to the loans scheme available to postgraduates where real rates of interest above CPI are charged is likely to dampen growth in this market.

Ratio of DUFF Students : Total Fully Funded Load 2002

	University
	Ratio of  DUFF : Fully Funded Places

	University of Melbourne 
	6.4%

	Charles Sturt University
	4.2%

	University of Tasmania
	4.0%

	University of Sydney
	3.7%

	Monash University
	 3.7 %

	Central Queensland University
	 3.6 %

	Swinburne University of Technology
	3.4%

	University of NSW 
	2.7%

	Royal Melbourne Institute of Technology
	2.3%

	Deakin University
	1.8%

	University of New England
	1.5%

	Queensland University of Technology
	1.2%

	Macquarie University 
	1.1%

	Edith Cowan University
	0.6%

	University of Newcastle
	0.5%

	Victoria University
	0.5%

	University of Queensland
	0.4%

	Southern Cross University
	0.3%

	University of Adelaide
	0.3%


About half of Australia’s universities have some sort of full fee paying domestic undergraduate fees. There are a number of employer-subsidised programs and also the more controversial option of buying your  way into a course if  your  admission score is too  low to gain entry into a HECS-liable place in your preferred choice.  The latter is prestige driven with excess demand focussing on high status universities or at least high status courses at a university.  Not surprisingly four out of top five universities are the high status universities in the respective state.  The change to students loans arrangements where DUFF students can access an income contingent loans scheme will expand this market.  The Independent Report to MCEETYA put this growth in the short-medium term at around 5-10% of the total domestic student load.  In the longer term if HECS-liable places continue to fall below demographic growth then we really could end up with a very large number of students forced into the full fees option.   

 The University of Tasmania has the third highest share of DUFF students (a bit surprising given its very low ranking in the international and postgraduate fee market).  While the university seems to be placing its expansion hopes on growth in the DUFF market NUS is sceptical of the scope for this beyond creating a few more law (and now possibly medicine) places.   The small population base, the low income level of the Tasmanian economy, and the preparedness of Tasmanian students to move interstate for a HECS-liable place rather than pay full fees, work against University of Tasmania’s revenue ambitions. This view is backed by the fact that the university has second lowest share of fee paying postgraduates in the country. 

If we take current trends as a rough guide to how universities will fare in a full fee based expansion then we can say that  the winners will be the universities of technology, vocational universities such as Deakin and Charles Sturt, the elite sandstones in the domestic undergraduate market, and a couple of ambitious regionals such as Central Queensland who have invested heavily in off-shore programs. Generally the outer suburban ‘blue gum’ and new campuses (Flinders, Murdoch, Edith Cowan, UWS)  will  fare relatively poorly , while most regionals will  fare even worse (Tasmania, New England, Sunshine Coast, Northem Territory and Newcastle.)
Conversion of marginal to fully funded places may mean less HECS-liable places in the medium term

According to DEST $347.6m will be set aside to phase out the existing marginally funded student places and convert them into fully funded student places over four years from 2005 (after the higher HECS fees kick in). Marginally funded places are the over-enrolments that many universities have used to meet increased demand for places at a time when the number of fully funded places have fallen or remained static. Universities receive $2699 for these places rather than the $11,400 for a fully funded place. Last year there were over 32,200 marginally funded places nationally.  In the long term this is unsustainable and has worsened the problems confronting universities.  The conversion to fully funded places is welcome but hardly something to congratulate the government about – these are real already existing university places and should have been fully funded long ago.  There is concern that the number of new fully funded places for this initiative (25,000) is about 6,700 less than last year’s marginally funded places (32,232). 

More disturbing is that there is a problem with the transition period (2004 – 7).  Universities have been told that to be eligible for the fully funded places under this initiative that they must get their over-enrolled load down to 2% of their agreed undergraduate target load or face a penalty of equivalent to the highest HECS rate at that university for each student over the 2% deviation. Because of the pipeline effect (students admitted now have to be allowed to complete) some universities will start cutting back their marginal places now rather than when the replacement funded HECS places become available.

The Independent Report to MCEETYA says that the ‘phasing out of marginal funding for over-enrolment will be matched in timing by a phasing in of almost 25,000 places’.
 Unfortunately this does not seem to be the case for all universities.   If we take the example of the University of Sydney it is 13% over-enrolled above its target load.  According to an internal document recently leaked to NUS:

“It will be necessary therefore to have a substantial across the board reduction in 2004 to ensure, with pipeline effects, that the University’s over-enrolment is down to 2%  by 2007…indicatively cuts of at least 10% will be needed.”

NUS estimated that if this dire prognosis comes true this will amount to a cut of up to 870 HECS places at the University of Sydney next year alone. Since NUS broke the story in the Sydney Morning Herald Sydney University has confirmed that it would be scrapping 700 HECS-liable places next year. It is not until 2005 that the first 9,100 replacement HECS places will become available (out of the 25,000 promised) come into the system.  Nor do we know how these replacement places will be distributed. The AVCC has confirmed, while it does not know the full extent of the cuts, that many HECS-liable places will be lost and that it will be much tougher to get into university next year.

Many universities (perhaps with Vice-Chancellors anticipating the contents of the BAF package) seem to have already started wholesale reductions in their marginal funded load. Provisional DEST data for 2003, while not complete for all universities, points to a reduction of at least 10,000 marginal places.  If accurate this reduction in HECS-liable places already exceeds any new HECS-liable places created from the Backing Australia’s Ability and the regional initiative.  Further cuts prior to the 9100 replacement places becoming available in 2005 will exacerbate the situation in 2004, and perhaps continue a net loss of HECS-liable places into 2005.  NUS is concerned that the number of HECS-liable places will be lower than the horror period following the Vanstone cuts to university fully funded places over 1997-2000.

The following table gives an indication of the distribution of the marginal places either already cut this year or at risk next year.  The 2% target loads will change slightly after 2004 as new places are allocated to universities (it is not known how the places will be allocated).  

	University
	2002  Marginal Load

	2% Target Load

(2004)

	Gap between 2002 and target load


	Charles Sturt
	3907
	182
	3,725

	Macquarie
	1123
	182
	941

	Southern Cross
	364
	102
	262

	Uni of New England
	583
	129
	454

	UNSW
	1620
	300
	1320

	Newcastle
	1748
	230
	1518

	Sydney
	2061
	412
	1649

	UTS
	1037
	231
	806

	UWS
	659
	342
	317

	Wollongong
	926
	148
	778

	NSW TOTAL
	14,028
	2,258
	11,770

	Deakin
	762
	260
	502

	La Trobe
	1197
	265
	932

	Monash
	371
	402
	0

	RMIT
	850
	261
	589

	Swinburne
	904
	102
	802

	Melbourne
	894
	344
	550

	Ballarat
	271
	61
	210

	VUT
	809
	171
	638

	VIC TOTAL
	6,058
	1,866
	4,223

	CQU
	532
	130
	402

	Griffith
	908
	315
	593

	James Cook
	809
	157
	652

	QUT
	2239
	360
	1879

	Queensland
	1386
	376
	1010

	USQ
	479
	132
	347

	Sunshine Coast
	234
	43
	191

	QLD TOTAL
	6,587
	1,513
	5.074

	Curtin
	1025
	236
	789

	ECU
	896
	214
	682

	Murdoch
	443
	117
	326

	UWA
	367
	180
	187

	Notre Dame
	24
	8
	16

	WA TOTAL
	2755
	755
	2000

	Flinders
	729
	144
	585

	Adelaide
	854
	170
	684

	Uni SA
	346
	265
	81

	SA TOTAL
	1,996
	579
	1350

	ANU
	179
	120
	59

	U Can
	110
	100
	10

	ACT TOTAL
	265
	220
	69

	U Tas
	249
	170
	79

	AMC
	0
	11
	0

	Tasmania
	249
	181
	79

	Northern Territory
	191
	46
	145

	ACU
	644
	117
	527

	NATIONAL 2003
	32,332
	7,524
	25,237


Charles Sturt University is 40% over-enrolled but 3,011 EFTSU is part of a special arrangement for police training with NSW government.  DEST higher education official, Bill Burmester, indicated that at this year’s additional estimates hearing that these places “get converted straight to fee paying places under industry arrangements”. 
 If this special arrangement is excluded the over-enrolment is 9% but CSU is negotiating to maintain this arrangement. 

Some campuses have relied heavily on the marginal over-enrolments in recent years.  For example Swinburne University deliberately over-enrolled to support its Lilydale campus but there is no guarantee that the bulk of these will necessarily be converted into full places.  Until the minister releases his details over how the replacement places will be distributed campuses like Lilydale will be lef t in limbo.  

Regional loading

The Backing Australia’s Future package announced new loading funds for regional universities and campuses. This regional loading is supposed to recognise the extra need for government funding that regional universities and campuses require because of their geographical placement. This regional loading measure provides for only $122.6 million over four years.

In the announcement of the regional loading scheme, the Government also redefined what were and were not recognised as regional universities. The loading scheme does not recognise outer urban universities that teach many students from low socioeconomic and regional backgrounds universities such as Wollongong, Newcastle, Western Sydney or Victoria University.

The loading is also only correlated with the number of internal students at the regional university. This will have an impact on the loading received by a number of regional universities. The University of New England, funded at the second band for loading of 7.5%, has only 25.8% per cent internal students. University of Southern Queensland funded in the same band as UNE, has only 29.7% internal 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’.

Learning entitlements
Currently students have unlimited access to HECS-liable place as long as they can find a university prepared to admit them.  Under the BAF package this changes.  Students will have a Commonwealth funded ‘learning entitlement’ of 5 years full-time study. Once a student has studied in a full-time equivalent place for five years they will no longer be entitled to Commonwealth subsidy, that is they will have to pay full-fees. Students studying part-time or for a degree with a duration longer than five years, for example medicine or a double degree will be given extra time. Enabling courses will not be counted as part of the learning entitlement. It is not clear, however, whether students studying three, four or five year degrees will be treated differently under this system.  This will be an area of great concern for students typically doing a five year degree (such as law or architecture) as the worst case scenario means that they will have to pay full fees for every topic they repeat.   

Individuals will receive an additional learning entitlement from the Commonwealth after a certain number of years, in a belated move to facilitate ‘lifelong learning’. The details of this further entitlement are yet to be decided. If the learning entitlement is not replenished, say for 15 or 20 years, this will have a major impact on people trying to access re-training.  Obvious examples include people re-training due to the rapid changes to industry under globalisation, or parents (predominantly women) seeking to re-enter the workforce after time off for child-rearing work.

This measure could be the biggest ever assault on life-long earning, at a time when rapid technological and globalisation-driven economic change means that life-long learning is needed more than ever. The AVCC has predicted that the average working life in the 21st century will consist of six or seven different careers, each requiring new skills, attitudes and values.  Huge study fees are more than enough of a disincentive against the ‘permanent student’ taking subsidised places from other students.  The learning entitlement reflects a ‘head-in-the sand-approach’ to dealing with the realities of the emerging 21st century globalised society. 

A ‘learning entitlement’ is also the next move in the long term neo-liberal goal of creating a market voucher-based system of funding.  It is not yet a full voucher system as there will still be a planned negotiation process between universities and the Commonwealth over the distribution of the learning entitlements.   It is designed to remove funding from those students who fail courses, and possibly those who change from one course to another. 

In order to chart the progress of students through the university system to police the ‘learning entitlement’ the Commonwealth will implement a student tracking system, the Higher Education Information Management System (HEIMS), at a cost of $14.5 million in 2003-04, and approximately $5 million to maintain for each year after. This system will track the HELP loans system and “facilitate the transfer of statistical data between higher education institutions and the Commonwealth”. All students will be issued with a Commonwealth Higher Education Student Support Number (CHESSN) to track how much they have used of their ‘learning entitlement’.

National Priority Areas

While NUS agrees the Federal and State Governments that nursing and teaching are priority areas of concern in terms of labour market shortfall.  The low professional re-numeration levels compared to many other graduate professions means that there are lower private benefits flowing to nursing and teaching graduates.  Nursing and teaching students are more likely than students in other disciples to defer their HECS, take out other loans to cover study costs, and have dependent children. 

Nursing enrolments fell by 16% over 1994 to 2000.  In addition nursing completions fell by 32% over this period suggesting a serious worsening of attrition rates.   While NUS welcomes the additional nursing places created in the package over 2003-8 we note that Independent Report to MCEETYA says it will ‘generate an increase of 15% of course completions’ over 2003-10. This means that universities will still be less nursing graduates than the 1994 level.
  

While changes to HECS rates will not fix all the labour market shortfalls NUS is disappointed that the government chose to do nothing to lower the HECS rates for teaching and nursing or offer HECS-free scholarships.  For example the Independent Report to MCCETYA estimates that many teaching students face a debt of over $38,000.  In areas of national teacher shortage such as science, maths and technology the common path is for a graduate in one of these areas to switch to teaching by doing a postgraduate education course.  Typically these graduates will be facing a HECS debt in 2005 of  $21,411 for a 3 year degree, or $28,548 if they do honours, plus a fee of $8-10,000 for the one year postgraduate diploma. 
 

The National Review of Nursing of Education and the Australian Council of Deans of Education have argued that under the current funding model there is inadequate funding per EFTSU for the higher costs associated with clinical practice and school practicuums. BAF does contain a measure which allows for additional funding per EFTSU for practicuum costs. There is a concern that this funding premium seems to calculated on the basis of existing student load so that universities do not receive the premium for the new places thus diminishing the benefits from the measure. 

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.

Workplace and University Governance Reform 

BAF contains what has been widely dubbed the $404.3m ‘bribe’.  It amounts to offering universities an amount slightly larger than what they are currently missing out though the inadequate indexation of per student funding.  This offer of what is effectively proper indexation for three years is conditional on them complying with the government’s goals for university governance and industrial relations.

NUS shares the NTEU’s concerns that the yet unseen legislation (or unseen Ministerial regulations created pursuant to the legislation) will allow for the opt-out AWAs that the Commonwealth has already had the power to impose at the Australian Maritime College and the Film, Television and Radio School.  NUS is also concerned about the potential that the government may end up creating a needlessly divisive industrial relations climate that neither the NTEU, the Vice-Chancellors nor students want. 

At least in the case of the university governance some legislation has come to light  - the National Governance protocols.   Some of the protocol is laudable and, for instance, is derived from recent Victorian legislation to deal with the regulation of university controlled commercial entities. However, NUS is concerned that with the impact of the protocol  on student and staff representation on University Councils.  The protocols reduce the size of the Councils to 18 and require that governing body members “act solely in the interests of the university rather than as a delegate or representative of a particular constituency”.   While the protocol does not dictate the membership of the governing bodies  (apart from the existing common practice that the majority of the body is to consist of external members) NUS is concerned that it could be used by university administrators to remove student and staff representatives, a proposal widely canvassed by the Minister during the review.

 As well as undermining remaining aspects of collegial governance at universities it will ultimately undermine good decision making as it is often these representatives that raise the hard questions that the majority external members may not have considered. NUS would be very disturbed at a university governing body would not want to hear the perspectives of those who teach and those who are taught.  Nor is the view that only student and staff representatives the only ones at the meeting with an agenda to push plausible. The underlying assumption is that students are self-interested when they advocate on behalf of the student body or community expectations on equity but business leaders are simply reflecting community values when they advocate for their own class interests. 

Anti-student organisation legislation
BAF also declares the Minister’s intention to introduce anti-student organisation legislation although it appears that it will be a separate bill to the BAF core legislation.  Ever since the early days of the Fraser Government almost every regressive attack by Coalition government’s on students has been followed by anti-student organisation legislation to undermine student opposition to unpopular policies.
  This time is no different.  This time the main new argument is that due to the introduction of FEE-HELP that the student amenities fees will be the last remaining up front fee.  This argument it is completely bogus as student organisation (or in some cases the universities) offer interest free loans so that students do not have to pay their amenities fee up front.  In fact the loans arrangements are generally better for students than what the Commonwealth offers as they do not charge interest, nor are they indexed at CPI if the student takes more than a year to pay it off.  Given the almost certain opposition of all Vice-Chancellors, all State and Territory Governments and many members of the Coalition parties to the legislation the Minister will need some big funding stick to wave over the existing institutional and state/territory autonomy on this matter.  Many of the general issues associated with anti-student organisation legislation were canvassed in the reports arising from the 1999 Senate Inquiry arising from Dr. Kemp’s failed attempt to introduce anti-student organisation legislation and so do not need to be rehashed.

Nevertheless to update Senators on post-1999 developments:

- On a number of campuses universities have taken direct control of the commercial services wing formerly provided by university unions.  This means on some campuses the bulk of the services and amenities fees ar e now going to university controlled entities;

- The ACCC earlier this year ruled that existing universal fee arrangements should stay in place at the James Cook University due to the public benefit provided by James Cook University Students’ Association in offering the welfare support services and independent student representation

- A number of Coalition backbenchers have expressed concerns that anti-student organisation legislation will lead to a loss of jobs and services to regional communities.
Alternative policy and funding options for the higher education and public research sectors.
Getting industry to pay its fair share

Some economists argue that graduates  'capture all the private benefits of higher education'.  By this they mean that the graduates will get back more in increased earnings than they paid out in HECS and fees.  In reality, of course, students do not capture all the private benefits of higher education.  The other major beneficiary are the major employers like big business and government departments.  Most large enterprises have a significant graduate labour force.  They benefit from not having to pay the cost of training their staff – the cost of this education and training is socialised.   It is true that employers on average pay graduates higher wages but this is on the basis of the skill they can bring to an enterprise which leads to increased profitability or improved service delivery. The employers must also retain an unpaid surplus value from their staff’s skills so that the employer can retain the profitability needed to be able to keep paying the workers and pay dividends to shareholders.  At the moment the students end up paying much of the cost of this education through fees and increased taxation while many large businesses generally makes no direct contribution to this socialised education and training while raking in the substantial private benefits.

There are some employers that do make a direct contribution to higher education apart from cherry picking the most lucrative areas of research for commercial exploitation (usually with a generous public subsidy and tax break). Some will put up venture capital for research, a few make donations and some will pay for part tor all of an employee's expense to study in a course related to their workplace (particularly in the area of postgraduate coursework study). However, these are the exceptions rather than the rule. Employers provided some form of financial support to only 39.1% of employed postgraduate students (mainly full-time in their final year of study) and some study leave to only 40.8%.
  

One of the major factors inhibiting employer funding of education for employees is workforce mobility. An employer who invests in staff development through higher education is always at some risk of having another employer enticing the employee away without having to pick up the cost of the employer paid education and training. This is a significant impediment to specific employer support.  Accordingly, NUS believes that a national scheme is required to encourage large employers to fund the education costs of employees.  The level of contribution should be adjusted to make employers who would otherwise have a free ride contribute more than those employers who are already making significant contributions to the research, education and training effort.  There was a Training Guarantee Levy  in the 1990s but NUS understands that it was abolished because senior executives were rorting it to use for junkets at holiday resorts.  This is a problem but does not seem to be an insolveable one.  
Education from Kindergarten to Ph D as a social right

A cornerstone of NUS’s vision for education in the 21st century is a fee-less public education from primary to tertiary level that is perceived by the whole community to be one of its basic social rights.  While the Minister has ruled out this option the fact that many countries actually do operate on this principle means that it not should be seen as far-fetched as the recent public debate over higher education in Australia may make it seem.

The abolition of tuition fees is the NUS’s most preferred policy position and a policy position shared by the Australian Democrats and the Australian Greens. This position has been endorsed by hundreds of elected student delegates at various NUS National Conferences.  According to the Australian Greens abolition of HECS would require additional expenditure from the Commonwealth of around $1.9 billion a year to implement.  There would also need to be substantial additional revenue to cover revenue from full fee paying students. This could be funded by a mixture of progressive taxation reform (quite minor given how small higher eduction expenditure is compared to big expenditure departments such as defence) and/or diverting funding from socially wasteful expenditures.   

It  has an advantage over HECS in that  the amount is also an actual outcomes model based on real higher incomes received ie , a progressive taxation system where repayments are derived from actual level of income.   HECS as a form of taxation is regressive in that a law student is levied with the same debt whether they work as a struggling legal aid worker or end up as a millionaire corporate lawyer.  The latter make a much smaller contribution as a proportion of their lifelong earnings.  For example Treasury and the Government could calculate a progressive sliding scale of income tax levels so that the higher education contribution from both the corporate lawyer and the legal aid lawyer would amount to a similar proportion of their total lifelong earnings.  

One of the major objections that has been raised to free education is why should people who have never studied at a tertiary level subsidise those that have ? In the 21st century this objection has less force than it did at the time when tuition fees were abolished.   Firstly participation rates are now much higher than compared to 1974 when tuition fees were abolished.  DETYA has estimated that the lifetime probability of entering higher education at between 45-50%.  If we include TAFE the same DETYA report has calculated that Australians now have a lifetime probability of participating in tertiary education at around 90%.
 So we are now talking about tertiary education being a near universal system of participation, not an elite privilege. Secondly there are fewer and fewer niches where industry pays high wages to people with no post-compulsory training or education.  One only has to look the explosion of management courses at universities since the eighties to see that industry is demanding higher levels of expertise and skill from its managers.  It is also becoming a near-universal truism that people in higher wage jobs have accessed some form of tertiary education.   People who do not access tertiary education are unlikely to be in high paid jobs subsidising middle class students.  The minority who never access tertiary education are much more likely to be in low paid jobs or welfare recipients.  The high correlation between access to tertiary education and higher paid jobs seems to be a strong argument against this kind of objection to the actual outcomes model.

Thirdly public education is not a 'middle class subsidy' as some commentators on the debate have insinuated.  Nor does the conventional 'public benefit: private benefit' debate act as a particularly useful framework for good social policy on student financing. If you are an education minister or a treasury official looking at budget expenditures made by the department for a particular year then it is easy to believe that public expenditures on higher education are just the same as public subsidies.   It is just another outlay from a finite budget allocated to the department.    However, Commonwealth expenditure on education in the real world operates differently to Treasury accounting methods, even if we ignore the spill over effects and just look at it purely in terms of financial expenditure and income for the Commonwealth.  Education expenditures are qualitatively different from most other government expenditures because they increase the pool of Commonwealth revenue rather than act as a drain on it. According to a study by Melbourne University economists
 the government outlaid $5.3 billion on university (non-research) operating grants in 1997-8.  At the same time increased government tax receipts from graduates came to nearly $8 billion.  The government reaped a $2.7 billion surplus from its investment in higher education. What is particularly pertinent are the figures for 1985-6, the last year of free education.  They show that the increased tax receipts from graduates were even then outstripping government expenditure on higher education. Even under free education graduates more than fully paid for their education. Actually these figures substantially understate the size of the surplus that governments make because it only deals with the extra incomes of graduates.  It does not include flow on benefits for non-graduates and their incomes.

The second major objection is that the abolition of tuition fees failed to improve working class access to higher education.  This has become a commonly accepted myth but the reality was somewhat more complex. The reality is more an indictment of government policies that abandoned any commitment to opening up universities  in the second half of the 70s and early 80s rather than an indictment of free education per se.

The oft mis-used report, Students in Australian Higher Education: a study of their social composition since the abolition of fees
 is used by pro-fee advocates to justify the mythology underlying the return to user pays education. The study, based on examining the social composition of university and CAE students in 1976, two years after the abolition of tuition fees, concluded that there had been little change in the social composition of higher education students. However, it is a gross distortion of the report to use it to justify a return to user pays.  Instead it argued that there were deep structural barriers that needed to be addressed (for instance in the schools or student financial assistance programs) before universities could be opened up:

There is still much social inequality and economic hardship in society but its roots are deep in the social fabric and it would be unlikely that a simple change at one particular point, such as the abolition of fees, would have any great effects on the social composition of students in higher education. Most of the socially handicapping circumstances have had their effect well before students even get to the point of seeking a place in higher education.

The report argued that a comprehensive social policy which identified strategies for different  disadvantaged groups was needed to open up access to universities.  This is a vastly different from the claim by pro-fee advocates that universities are (and will always be) inherently made up of the middle and upper class so there is nothing else to do but slug them with  high fees. The report concluded:

Any future move to extend opportunity for higher education must, we suggest proceed from a precise statement of social policy aims and an adequate analysis of the target groups.  The strategy should focus on individuals and we have shown that these are likely to come from disadvantaged groups.  It will also need to be multi-faceted but with an emphasis on institutional barriers to access as well as on the needs of students.

One of the authors of the original report, Don Anderson later warned about several methodological limitations with the study's conclusion about the unchanged social composition of higher education.  Using a slightly different model and using a longer timespan Anderson later found that: (t)he participation rates show an apparent move away from equality during the 1960s (ed- the era of commonwealth university scholarships); and a move towards greater equality during the 1970s.

Anderson found that while participation rates in the seventies amongst the most affluent continued to increase there was also an increase in participation rates by the least affluent relative to middle income earners.  This improvement had been lost by the end of the seventies.     

Both studies are quite consistent with the general analysis argued by student organisations at the time  that the abolition of tuition fees did not bring about the large redistributive effects originally hoped for because there was no social policy framework apart from the absence of tuition fees to open up universities.  The large reductions in student eligibility to financial assistance programs and the real level of grants during the second half of the seventies and the early eighties are just a couple of examples how social policies in the 'free education' period actually worked against opening up access to higher education.

In the sixties around 75% of full time university students were receiving some form of scholarship which included a living allowance.  For example the 1964 Martin Report, found that in 1963 that 39% of full time students were on cadetships of various kinds and teacher training awards, and that another 37% were receiving assistance through the Commonwealth Scholarship Scheme.  24% of part-time students were also receiving part-fee concessions.

During the 1970s the state government teaching scholarships were phased out as the Commonwealth took over the financial responsibility for the sector.  The main student financial assistance program from Commonwealth of the time, the Tertiary Education Allowance Scheme, far from expanding to fill up the gap, was cuts to bits by successive budget razor gangs.    Eligibility was narrowed and the size of the maximum benefit fell from 67.5% of the poverty line in 1977 to 52.4% by 1980.  Full time student access to living allowances had fallen from 75% to around 40%.

The government of the day refused to hold a public inquiry into the student financial assistance crisis.  However, Department of Education conducted their own studies of student finances.  Volume 3 of this study prepared by Gruen, McMaster and Webb
, analysed the date arising out of a 1979 survey by the Department.  They observed that financial assistance for students had declined since the mid 1970s and that increased reliance on students own resources, and the resources of their parents had led to a relative decline in full time university and CAE students from less privileged backgrounds. Volume 4 produced by Beswick, Hayden and Schofield
 reinforced this conclusion and asserted that even if TEAS had once improved access to higher education that it was now failing.

In short any gains in opening access to working class and other financially disadvantaged sectors of the community were undermined by the simultaneous reining in of expenditure on student financial assistance programs. By itself the removal of tuition fees is not a panancea for all the equity issues confronting higher education.  Nor is the problem just overall student finances.  As numerous DEST studies have shown attitudinal and cultural factors are extremely important, as well as the deep structural inequalities in the primary and secondary school systems.  The decision whether or not to participate in higher education is sealed for many well before their final year of secondary school.

This comes to the heart of our fundamental problem with Backing Australia’s Future and similar programs.  The benchmark for equity is increasingly becoming that a measure does not worsen participation rates. The logic of this benchmark is to accept that more than half of the population should remain locked out of higher education for their entire lifetime.  In this era of globalisation-driven restructuring and the rapid obsolescence of jobs due to ever increasing technological change such a logic is a massive disservice to the have-nots who are losing out in this transformation.

NUS calls on parliamentarians of all political persuasions to lift their horizons.  BAF seems to be largely a Treasury-driven agenda that at best contains little help for the have-nots.  The so called growth in this package does not even match demographic growth.  What we need is an ambitions program that that will aims to significantly expand access (rather than maintain the status quo).  Failure to do so will leave Australia facing massive social problems dealing with those marginalised from the emerging knowledge economy.
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