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SECTION 1. Introduction

The Youth Action and Policy Association (YAPA) is the peak community group working in the interests of young people and youth services in NSW. YAPA strives to achieve social justice for young people, including the appropriate provision of services. YAPA has over 400 members in NSW, including youth services, youth groups and young people. YAPA is also a leading member of the Australian Youth Affairs Coalition (AYAC), a peak community group advocating for youth issues at the National level.
One of YAPA's core policy principles is that young people have a right to full and equitable access to employment, education and training.

In formulating our policy principles and positions YAPA has consulted over 500 young people living in NSW through focus groups, surveys, case studies and interviews. Recently, YAPA has also specifically sought the views of young people about the proposed Backing Australia's Future package. By co-ordinating with peak youth organisations in other States, YAPA was able to collect feedback from a significant number of young people across Australia, in addition to NSW.

As part of the process of supporting young people to become informed and vocal about the issues, YAPA produced and widely distributed youth friendly resources about the proposals contained in the Backing Australia's Future package. YAPA also established various electronic resources through the YAPA website to encourage young people to directly communicate with their elected representatives about their views on higher education. In relation to this Senate Inquiry, YAPA established an electronic form through the site that young people could use to write a personal submission. In a little under one month, around 250 people have used the Submissions Form, the overwhelming majority of whom were young people aged 24 and under. 

SECTION 2. Terms of Reference

The Senate Employment, Workplace Relations and Education References Committee Inquiry into Higher Education Funding and Regulatory Legislation has five principal Terms of Reference. YAPA's submission focuses on three of the five terms of reference. These are: 
1. The principles of the Federal government's higher education package. 

2. The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to: 

· The financial impact on students, including merit selection, income support and international comparisons, 

· The financial impact on universities, including the impact of the Commonwealth Grants Scheme, the differential impact of fee deregulation, the expansion of full fee paying places and comparable international levels of Government investment, and 

· The provision of fully funded university places, including provision of labour market needs, skill shortages and regional equity, and the impact of the 'learning entitlement'

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

This submission will focus particularly on these terms of reference as they relate to disadvantaged young people, including young people with low socio-economic backgrounds and Indigenous young people. 

SECTION 3. Funding for Universities
In its Backing Australia's Future package the Federal Government announced that it was increasing spending on universities significantly. Official figures state that universities will receive an increase of $1.5 billion over 3 years. YAPA has serious concerns about the amount of real term funding that will actually be delivered under the package, especially in light of the current demands on the university sector. 

Current Funding Arrangements

Since 1996 there has been a steady decline in the amount of public spending on education. Following significant budget cuts in 1996, the Federal Government has committed only $500 million to the university sector. In real terms this amounts to a significant decline in funding. In real terms universities receive around $1,500 less per student than they did in 1996. Correspondingly, the amount that the Federal Government gives has declined as compared to the amount contributed by the States and by students themselves. There has also been a significant decline in the GDP that Australia spends on its universities. 

The result has been a significant decline in the quality of education for students. Changes include: overcrowding in tutorials and lectures, less professional development for teachers and less money for student resources such as library books. Staff student ratios have increased by 22% between 1996 and 2001. The higher education sector needs a significant boost in funding if it is to provide high quality accessible education. The current funding arrangements also mean that students are being turned away from university. Figures released by the Vice-Chancellors' Committee have revealed that 53,925 qualified Australians could not get a university place last year alone. That is a 33% increase in unmet demand since 2001.

Funding under the package 

YAPA is concerned by figures released by several universities which indicate that, contrary to government claims, changes to the base funding arrangements for universities and limits on over-enrolments will disadvantage several universities. Examples of universities that have claimed that they will actually be significantly worse off include the University of New England, the University of New South Wales, the University of Western Sydney, the Victorian University of Technology, Murdoch University, Northern Territory University, the Australian National University and the Batchelor Institute of Indigenous Tertiary Education. This list includes universities which provide education for young people from rural and/or low socio-economic backgrounds. The University of Western Sydney, for example, services an area where around 10% of the State's youth live.  

Another concern about the breakdown of figures in the package is the conditions placed upon funding. This includes around $404 million of the increase, which universities will only have access to if they make significant changes to staff and student rights, through workplace reforms and reforms of university governing councils. It is highly inappropriate that funding for a public good be made contingent on changes such as these. The motivation for this aspect of the package is highly suspect. 

On the whole the boost in funding represents a positive move for public education. However, the amount of funding fails to compensate for the successive cuts which have been made to the sector, particularly over the last 6 years. The low priority which higher education is given is highlighted when you consider recent Government spending on other initiatives. For example, the Federal Government gave more, this year, to private schools in total than to universities. In the latest Federal Budget the Government also chose to give a $4 tax cut to taxpayers. For less than the cost of this cut to public revenue the Government could have abolished HECS for current and future students. 

Recommendations
Recommendation 1. Ensure that Federal Higher Education policy is guided by the principle that all young people, regardless of background, should have the opportunity to participate in education and training at the tertiary level.

Recommendation 2. Significantly increase Federal funding for universities, above the levels outlined in the Backing Australia's Future package. 

Recommendation 3. Increase funding to an amount adequate to match increased demand by young people who wish to attend university, and to ensure students have access to high quality teaching and resources. 

Recommendation 4. Ensure that funding increases are not be tied to workplace reforms or university governance arrangements. 

Recommendation 5. Redirect government funds for schools receiving more than $8,000 per capita in fees and donations to the public education sector. 

SECTION 3. The Financial Impact on Students

Australian students already pay some of the highest fees in the world for their education. Under the package these already high fees would be significantly increased. YAPA has serious concerns about the impact that this would have on the accessibility of higher education, as well as the long term effect it will have on the future choices for young people who accrue a student debt. 

The Higher Education Contribution System 

Most domestic students pay for their degrees through the Higher Education Contribution Scheme (HECS). When HECS was first introduced in 1989, students were asked to contribute 20 percent of course costs. Over time the amount of HECS that students have been asked to pay has increased, with a steep increase in 1997 following the introduction of 3 differentiated HECS bands. 

In 2003 the cost of HEC for students was: Band 1 Courses (Arts, Humanities, Social Studies, Education and Nursing) $3 680, Band 2 Courses Mathematics, Computing, Sciences, Engineering & Economics) $5 240 and Band 3 Courses (Law, Medicine, Dentistry and Veterinary Science) $6 136. By 1999 students' average contribution has jumped to 37% of course costs. This increase means that students currently provide nearly two fifths of universities' incomes, up from one quarter in 1996. 

Under the package the Government proposes to replace the HECS scheme with a scheme called HECS HELP. HECS HELP would be partly deregulated, meaning that universities would have the option to charge less than the HECS band, or up to 30% more. Like the current system, students would receive a percentage discount for paying upfront, though the amount of discount will be slightly less than under the current system. 

The current HECS system benefits high income young people rather than those from low socio-economic backgrounds. By offering discounts to those students who can afford to pay upfront, the Government is effectively offering a discount to those students who are well off enough to save large lump sums, or whose parents cannot afford to pay their fees for them. 

Example: A student studying a Band 2 course ($5240 per annum) who pays upfront will currently receive a 25 percent discount. Over the three years (assuming the HECS band does not increase) the total amount of his or her degree will be $11790. 

Over that same period (assuming CPI of 2.5 percent) a student who does not have the funds to pay upfront will have a HECS debt of $16387. The student who can afford upfront fees is therefore paying around 40% less for their degree. Even with the proposal to reduce the amount of the discount to to 20% (and 10% for partial payments), the system clearly disadvantages students who can least afford to pay. 

Young People Discouraged by Fees 

The second important consideration is that the current fee regime discourages young people from low socio-economic backgrounds in particular from applying to university. The rationale behind that introduction of HECS was that it could raise revenue without discouraging young people from study. However, recent evidence has emerged that the recent increase in fees is having this effect. For example, ACOSS recently reported that young people from low socio-economic are more likely to believe that university is inaccessible to them because these students face a broad spectrum of perceived barriers, including the costs of attendance, university fees, academic attainment, parental support, greater relevance of TAFE courses, and desire to earn an income on leaving school to support them and their families. 

The average level of enrolments by students from low socio-economic backgrounds is around 15% across all universities. It is lower at the older universities- 6.3% at the University of Sydney and 7.3% at Melbourne University. This means that young people from poor families are about half as likely to attend university as their peers. Rural young people are 40% less likely. Recent figures cited in the Sydney Morning Herald and the Australian (amid accusations that they had been omitted from official Government reports) showed that over the last seven years there has been a sharp decline in the number of less well-off students completing Band 3 subjects, including law, medicine and dentistry. This information is consistent with anecdotal reports that YAPA has received from young people who have expressed their fears about how a large student debt may limit their future options. 

Student debt

Student debt current stands, nationally, at $9 billion dollars. This amount is set to rise to $11.98 billion by 2005-6. More than 1 million Australians have a HECS debt. The average amount of HECS owed is $8000, but this includes people who have already paid off significant amounts of that debt, and people who are still studying and therefore will continue to accrue further debt. More than 35,000 people owe between $20,000-30,000 and more than 2000 owe $30,000 to $40,000. 

In addition to discouraging certain groups of young people from enrolling in university, evidence has emerged that indicates that these large debts are having a significant impact on the decisions that young people are making about their lives. According to a recent report by the Council of Postgraduate Associations entitled The social and economic impact of student debt (2003) student debt affects the capacity of graduates to own a home, have a family and access private finances such as mortgages, personal loans and credit cards. Its research relates student debt to trends such as the rise in the median age of Australian mothers giving birth to their first child, the proportion of 20-24 year olds living at home and the level of home ownership. 

By examining systems that have inflicted similarly large debts on students, such as New Zealand, warning need to be raised about the potential for student debts to drive graduates overseas, in order to avoid repaying their debt. Women and low income earners are amongst the most disadvantaged, because they are likely to take the longest to repay their debts. In Australia it is predicted that 93% of men will have paid off their HECS debt by 65, whereas only 77% of women will. That means one in five women will still be carrying their HECS debt by the age of 65. 

Full fee paying places

Currently universities are able to offer 25% of places to full fee paying students. Students who pay fees upfront are able to access a place in a course for a mark lower than other students. The Backing Australia's Future package includes a provision to increase the number of domestic undergraduate full-fee paying students to 50% (with some exemptions). Currently full fee paying students access courses at marks up to 20% lower that other students in some courses. 

YAPA is opposed to the introduction of full fee paying places because it is inequitable and will lead to a degeneration of the university sector as a whole. It is fundamentally inequitable to introduce a system where students are offered educational opportunities on the grounds of whether they can afford to pay. It discriminates against young people on the grounds of what their parents earn, rather than on the grounds of their ability. 

The package explicitly does this through the expansion of full fee paying places. The package also creates a pressure on universities to follow this principle to full effect, by increasing the reliance of universities on student fees for revenue (see Section 3). The courses and universities which are most likely to be able to take advantage of the full 50 percent increase are those which are the most prestigious and therefore attract the highest demand. In a system where only the higher demand courses can attract extra revenue to invest in education, the more prestigious universities will provide the best quality education, which will only increase their attractiveness and therefore their ability to attracting revenue. Over time this will create a two tiered university system (see also Section 5 on this point). 

The solution to the first problem (limited access to places for less well-off students) proposed under the package is a new loans system called FEES-HELP. The scheme would allow students to borrow up to $50,000 to pay for a full-fee place, at a market rate of interest (3.5% plus CPI). Given that this year a Vet Science degree at the University of Sydney cost $120,000, it is clear that the FEES-HELP scheme would be not be an option in itself for payment for a degree. 

Recommendations

Recommendation 6. Increase the HECS threshold from $24,000 to the level of average full-time weekly earnings (approximately $40,000). 

Recommendation 7. Ensure free education for tertiary students by the abolishment of the Higher Education Contribution Scheme.

Recommendation 8. Examine ways to reduce the existing debt burden on students and graduates. 
Recommendation 9. Consider equity measures for those who cannot afford voluntary repayments of fees. 

Recommendation 10. Provide funding for public education from general revenue, based on progressive taxation, as opposed to a user pays system such as HECS (See Section 5)

Recommendation 11. Ensure equitable access to high demand courses 

Recommendation 12. Abolish all full fee paying places at university.

Section 5. Fee De-regulation

The package proposes to replace HECS with a scheme called HECS HELP. Under this scheme universities could choose to charge fees of up to 30% more that the Government benchmarked amount. They could also choose to charge less. The amount would be determined by the individual university. Nursing and teaching would be exempted from proposed increases. 

Although deregulation of fees allows for universities to choose not to increase fees, the steady decrease in real funding provided by the government will act as an incentive for universities to increase fees to the maximum where possible. Sydney University, for example, stands to increase its funding by between $7 and $15 million per year under the package, but has already indicated its willingness to introduce fees to the full 30%. 

The implications for the deregulation of fees are a two tiered university system as outlined in the previous section. The universities that are most likely to raise fees are those which are the most prestigious, which in turn will give them more funds to invest in education and re-enforce their position as those in highest demand. 

A second significant point of discrimination is the inequity it will create between students in different disciples. This inequity already exists through the HECS Band structure, as the cost of courses to students reflects the level of 'earning potential' their degree will bestow on them, not the cost of the course itself. Under the proposed package, students would contribute between 25% (for agriculture for example) and 81% (for law) of the cost of their degree. If the increase of 30% is taken into account, students could pay a much higher percentage. 

Example: Universities such as the University of New South Wales and Sydney University have already taken advantage of rules which allow 25 per cent full fee paying places. Students at these universities are likely to be charged the full 30% increase, which would see them paying 105% of the cost of their degree. 

A full 30% increase would mean, effectively, that law students would no longer be receiving any governments funds. They would in fact be subsidising the education of other students. This is even though law is one of the least expensive courses for a university to run. Students who choose to study law, which only 7 years ago cost around $15,000 under HECS, will be faced with a HECS-HELP debt of over $40,000. In the long term, this system will discourage graduates from making community contributions, as they will be driven to take up higher pay jobs to pay off their massive debt. 
Recommendations

Recommendation 13. Ensure the equitable distribution of resources between universities, taking into account the ability of universities to gain other forms of income.  

Recommendation 14. Oppose all attempts to deregulate the higher education sector
SECTION 6. Equity and Diversity

Two of the four key principles of the Backing Australia's Future package are equity and diversity. Unfortunately, these principles are not reflected in the terms of the package itself. Initiatives such as increased student scholarships are inadequate in light of the accompanying increase in student fees and other changes to which will limit access to universities. In addition to points raised in earlier sections of this submission, this section further outlines how the Federal Government's package will undermine Australia's ability to operate as a fair, equitable society by providing equality of opportunity to disadvantaged young people.  

Commonwealth Learning Scholarships Program

The package introduces scholarships for a range of disadvantaged young people, including students from rural and regional areas, low socio-economic backgrounds and Indigenous young people. 2,500 scholarships of $2,000 will be available and 5,075 in 2007. A second stream of $4000 scholarships will be available in smaller numbers. While these scholarships are welcome, the amount of the scholarships is not adequate to substantially assist with any of the financial barriers facing students including lack of access to income support, low rent assistance, and high student fees. 

'Learning Entitlement'

The package includes the introduction of a 5 year 'learning entitlement' for all students. The entitlement would limit the number of years that a student could have a HECS-HELP place to 5 years (extended for degrees that normally last more than 5 years). This would mean that if a student extends his or her degree because he or she has failed a subject, or changed degrees, he or she would be required to pay up front fees in order to complete his or her degree. 

The learning entitlement will undermine the effectiveness of higher education by denying students the ability to reach their full potential by completing the degree that most suits them. Many students enter university straight from high school, at a time when they are still working out what career they want to pursue. As a result, often students will enrol in one degree only to change degrees after a year or two. This includes students who may not have received higher marks at school, but discover at university that they have potential to achieve in a high demand discipline, to which they can transfer. 

Secondly, the Learning Entitlement will disadvantage vulnerable students who often face disruptions in their study. 

Example 1. Many students have to work in order to support themselves while attending university. Often this is casual or insecure employment, which leaves students vulnerable to periods without income. In the difficult balancing act between work and study, these students are often forced to take off a year or a Semester so that they can do extra work to support themselves. Often such periods cannot be planned, and students are forced to late withdraw from courses, incurring a HECS fee. 

If the learning entitlement were to be introduced it would be students such as these whose learning entitlement would run out, forcing them to pay upfront to finish their degrees. The students who could afford to focus all their time on their studies, ie financially secure students, are the ones who would not be disadvantaged by this system. 

Example 2. The same applies for students who have family or carer responsibilities, such as single parents, carers for the long-term ill or disabled, and many Aboriginal and Torres Strait Islander people. The system must be flexible enough not to punish those people whose family commitments disrupt their studies.  

Indigenous Students 

Indigenous participation rates in higher education remain significantly lower than the general population. This is a problem which successive Government policies have failed to adequately address, and the Backing Australia's Future package is no exception. The package includes a range of targeted initiatives for Indigenous people, which are welcome. These include increases to Indigenous Support Funding and an increase in scholarships, including 5 Indigenous staffing scholarships. Unfortunately, these initiatives do not go far enough to address the large gap between the participation rates of Indigenous and non-Indigenous students. 

For example, the package fails to address the low level of Indigenous students who are able to access income support. Significant changes to the ABSTUDY scheme in 2000 saw a drop in the number of Indigenous enrolments by 18% (8367 students in 1999 to 7342 in 2002). This was a reversal of the previous decade's steady increase in enrolments. An increase in the number of students able to access ABSTUDY would have a far greater impact that the small Commonwealth Learning Scholarships initiative. 

Recommendations

Recommendation 15. Ensure adequate, targeted income support for young people who study (see Section 6). 

Recommendations 16. Reject the Learning Entitlement proposals in the package

Recommendations 17. Ensure Government initiatives to address participation rates by disadvantaged groups are multi-faceted and take into account the range of barriers to access. 

SECTION 6. Income Support for Students 

YAPA believes that income support for young people is a right - an entitlement of citizenship. Collectively Australia has a responsibility to its young people to support them to provide them with opportunities to fulfil their potential through study and training. Many of the young people to whom YAPA has spoken about transitions to work and higher education study have spoken about the hardships that they face trying to survive on existing income support payments. The current system is failing to support the young people who need it most. The Backing Australia's Future Package does not propose any improvements to the current system which already limits the ability of disadvantaged young people to enter university. 

Youth Allowance
Currently young people under the age of 25 who want to study can access Centrelink payments in the form of Youth Allowance. It is a simplified system introduced by the current Federal Government. 

Some of the features of Youth Allowance include: 

· The introduction of a harsh parental means test for job seekers 18-20yr olds, thereby raising the age of independence for job seekers to 21years.

· The introduction of a harsh parental means test for students 18-24yr olds, thereby raising the age of independence for students to 25.

· The abolition of unemployment benefits for 16-17 year olds. 

Youth Allowance fails to provide a living income for young people. Single, independent unemployed young people (under 21 years) receive a basic payment of $155.05 a week. Assuming they also receive a maximum level of Rent Assistance ($46.60), this places them over 30% below the poverty line. Benefits for these young people start to be reduced once their parents’ combined income reaches around $27,000 per annum. A family income of this amount is clearly inadequate to support a young adult, forcing young people to work even when studying full time. 

Students and Work

The lack of income support for students has contributed to several worrying trends. One is an increase in the proportion of young people living at home. The proportion of 20-24 year olds living at home increased from 42% in 1986 to 47% in 1999. A second worrying trend is the amount of hours that students work while studying. According to recent Department of Education figures, the average full-time student is working 15 hours per week, with 40 percent working more that 16 hours, and 18 percent working 21 hours or more. Two-thirds of students surveyed for the report Managing Study and Work: The Impact of Full-Time Study and Paid Work on the Undergraduate Experience in Australian Universities (2002) said that they needed to work just to meet their basic needs. 
Failures in the system 

Many young people have spoken to YAPA about the seemingly arbitrary and inequitable way in which some young people, but not others, are deemed 'Independent' under the current system. Young people from rural areas in particular spoke about their frustrations in feeling that they were falling through the gaps in the system. 

Example. A young person who has a well-paid part-time job, and has earned the required amount to be deemed Independent (around $14,000 in 18 months) is able to access Youth Allowance while studying, although they may be living at home and not paying rent. 

Alternatively, a young person who has moved out of home, has been unable to find regular employment and would like to study, but whose parents combined income is more than $27,000, may not be able to access Youth Allowance. 

One of the other concerning features of the current social security system is the recent Social Security penalties. Research conducted by the Australian Council of Social Service (ACOSS) published in its report Breaching the Safety Net, found that young people were disproportionately disadvantaged by the current system of breaches. As a measure of the jump in the number of breaches, there were an estimated 349,100 penalties on unemployed people imposed for the year 2000-01 alone – an 189% increase in the number of penalties over the past three years from June 1998. 

The amount of penalties charged are often much higher than would be imposed for serious penalties in the criminal system. For example, a penalty of over $1000 can be applied to a young person for breaches such as “failure to attend a job interview.” In the last Budget the Federal Government announced that it intends to further target low-income young people, including students, in this way. It has announced plans to save $47 million over four years by detecting 'breaches' and incorrect payments to students on Youth Allowance and Austudy. 

Recommendations

Recommendation 18. Equalise the rate of social security payments available to young people and adults 

Recommendation 19. Ensure that the payments reflect living costs, including the costs of study
Recommendation 20. Ensure that a parental means test is not used to exclude young adults from access to social security

SECTION 8. Alternative Policy Options

In summary, YAPA urges the Senate to take such steps as are needed to stop or restrict the aspects of this package that will disadvantage young people and the wider community. 

Systemic barriers to the participation of historically disadvantaged groups, in particular Indigenous Australians, must be addressed. Individuals should be enabled to fulfil their potential, regardless of their personal circumstances and background. Targeted intervention measures and new approaches to student financing should be adequate to encourage participation and retention of under-represented groups.

Public education provides a recognised social and economic benefit for Australian society as a whole, not just the individual student. This package represents the continued failure of the Federal Government to honour its responsibility to the nation's youth by adequately funding higher education. It represents a further shift of the burden for the provision of higher education places from the Federal Government onto students.

Summary of Recommendations

Recommendation 1. Ensure that Federal Higher Education policy is guided by the principle that all young people, regardless of background, should have the opportunity to participate in education and training at the tertiary level.

Recommendation 2. There be a significant increase in Federal funding for universities, above the levels outlined in the Backing Australia's Future package. 

Recommendation 3. There be an increase in funding is adequate to match increased demand by young people who wish to attend university, and to ensure students have access to high quality teaching and resources. 

Recommendation 4. Ensure that funding increases are not be tied to workplace reforms or university governance arrangements. 

Recommendation 5. Redirect government funds for schools receiving more than $8,000 per capita in fees and donations to the public education sector.

Recommendation 6. Increase the HECS threshold from $24,000 to the level of average full-time weekly earnings (approximately $40,000). 

Recommendation 7. Ensure free education for tertiary students by the abolishment of the Higher Education Contribution Scheme.

Recommendation 8. Examine ways to reduce the existing debt burden on students and graduates.
Recommendation 9. Consider equity measures for those who cannot afford voluntary repayments of fees. 

Recommendation 10. Provide funding for public education from general revenue, based on progressive taxation, as opposed to a user pays system such as HECS. (See Section 5)

Recommendation 11. Ensure equitable access to high demand courses

Recommendation 12. Abolish all full fee paying places at university. 
Recommendation 13. Ensure the equitable distribution of resources between universities, taking into account the ability of universities to gain other forms of income.  

Recommendation 14. Oppose all attempts to deregulate the higher education sector
Recommendation 15. Ensure adequate, targeted income support for young people who study (see Section 6). 

Recommendations 16. Reject the Learning Entitlement proposals in the package

Recommendations 17. Ensure Government initiatives to address participation rates by disadvantaged groups are multi-faceted and take into account the range of barriers to access.
Recommendation 18. Equalise the rate of social security payments available to young people and adults 

Recommendation 19. Ensure that the payments reflect living costs, including the costs of study
Recommendation 20. Ensure that a parental means test is not used to exclude young adults from access to social security
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