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Submission to the Senate Inquiry into university funding and 

regulatory changes under proposed budget legislation, 2003

INTRODUCTION
The most important thing about Our Universities: Backing Australia’s Future is that it proposes to increase Commonwealth contributions to the Australian higher education system. This is vital. Universities are currently operating with a level of Commonwealth funding that does not meet student, staff or community needs and the package takes some steps to address this. Broadly, it has the support of the University of South Australia.

However, the package provides this additional money as a set of special measures, which are not tied to the cost increases universities will face in the future. There is no guarantee that before 2010 universities will not once again be in a situation where government is seriously under funding universities in relation to their needs. The only source of uncapped funding in the package is student fees (not HECS), while the costs of operating a university are uncapped. Over time this will lead to yet further increases in the cost of a university education to students. The government might have prevented this outcome, first, by identifying its position on the appropriate balance between government and student funding, and second, by indexing the government contribution to keep pace with cost increases.
Indeed, we are concerned that the proposed HECS increases may result in decreased participation of students from equity groups. Most importantly, while we are relieved that the package has promised more funds and greater flexibility in accessing funds, we are disappointed that a more generous approach to support for students from equity groups is not apparent.

RESPONSE TO THE TERMS OF REFERENCE
1
The principles of the Government’s higher education package

The stated principles of the Government’s higher education package echo the key values identified in the University of South Australia’s Statement of Strategic Intent. By increasing Commonwealth funding to universities, Our Universities: Backing Australia’s Future will assist us to operate under these principles. However, given the current inadequacy of funding levels, further investment is required if Australian universities are to meet the needs and expectations of local, national and international communities. 

Sustainability

After years of increasing costs of course provision and a failure to counter this with a rise in Government investment, we believe that the proposed increase in Government funds to the sector goes a long way towards increasing the sustainability of Australia's universities. By lifting some of the existing financial restrictions on universities as proposed, the Commonwealth will also assist universities in responding quickly to external changes, which in turn will help to achieve sustainability. 

Although many aspects of Our Universities: Backing Australia's Future clearly support the principle of sustainability, there is no doubt that further Government investment is required if the stated goal of long-term sustainability is to be achieved. As detailed in our submission to the Higher Education at the Crossroads Ministerial Discussion Paper, 2002, between 1991 and 2000, the number of full and fractional time teaching-only staff in the sector was reduced by 8% and the teaching and research staff by 1%, while there was a 30% increase in students. Although the additional Commonwealth funds in the package will go some way to reversing this alarming trend, we believe that universities need greater financial support if they are to meet the challenges of providing high quality learning and teaching and undertaking innovative research in an increasingly competitive global market. This is particularly important in the case of newer universities that have not had the advantage of decades of government funding. 

The failure of the current package to index the Government’s investment means that neither universities nor indeed the proposed package, are sustainable. Universities’ sustainability is dependant on indexed funding; without it, any gains made in the early years of the package’s implementation will be lost before the next decade is out. The Commonwealth proposal to tie funding to changes in governance and workplace relations that some universities may find impossible to implement also undermines the principle of sustainability. If universities are unable to access significant funds due to policies or activities unrelated to their core functions, their sustainability will clearly be threatened.

Quality 

The proposed National Institute for Learning and Teaching in Higher Education, the Learning and Teaching Performance Fund and the new Australian Awards for University Teaching have great potential for supporting and developing quality outcomes across the sector. As with many other aspects of Our Universities: Backing Australia's Future, the efficacy of these initiatives will depend on a collaborative and consultative approach to their implementation. 

Equity

The University of South Australia and its precursor institutions have a strong history of supporting Indigenous participation in higher education. We therefore endorse the proposals aimed at increasing Indigenous participation in education, however, we are disappointed that the Government has not made substantial contestable Government funding available to universities to support the education of students from other under-represented groups. This is particularly important given the lack of improvement in student income support arrangements, the Government's unwillingness to raise HECS repayment thresholds to the average graduate starting salary and the proposal to levy a real interest charge on FEE-HELP and Overseas Study HELP. A further threat to the principle of equity is the inadequacies of the Commonwealth Learning Scholarships, which are discussed below.

The regional funding proposal will go some way towards ensuring equity for some students living in regional areas, although it fails to fully address the equity issues associated with geographical isolation. 

We believe that the introduction of learning entitlements could pose a threat to the principle of equity. While we do not object to the concept of some limits to Commonwealth funded places, the broad-brush approach of the proposed learning entitlements is likely to have the greatest impact on individuals from disadvantaged groups or those who enter tertiary education via a non-traditional route.
Diversity

Since its inception in 1991, the University of South Australia has worked hard to focus on specific objectives and develop a unique profile. We support diversity in the missions and activities of universities and believe the proposals aimed at rewarding high quality learning and teaching will support diversity. We also welcome the Collaboration and Structural Reform Fund, although we share the AVCC's concerns about the possibility of business having a too dominant role in the allocation of these funds. Through its membership of the ATN network, its many collaborations with the other South Australian universities, its work with communities in the northern suburbs of Adelaide and remote parts of the state and its institution-wide emphasis on working in partnership with business and industry, the University of South Australia has become an exemplar of a collaborative institution. While the benefits to the University and its partners in collaboration are immeasurable, they are not without cost and we are pleased the Government has recognised this. 
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 University of South Australia acknowledges the potential benefits of the increased flexibility in student charges in supporting sustainability and diversity. However, we are concerned that Our Universities: Backing Australia’s Future does not adequately address the issues of quality and equity that arise in a less regulated higher education system. 

The shift in the balance of funding between government and students in the package from 2005 is substantial and there is no guarantee that this gap will not continue to widen. We are concerned that this will act as a disincentive to participation by Indigenous, rural and isolated students, and low SES students. While there has been some debate about the correct interpretation of recent studies of the effect of HECS increases on access and equity, there seems little doubt that the full impact of HECS on participation rates has yet to be established. The Minister has argued that the proposals in Backing Australia’s Future will not have a negative impact on participation rates and on this basis, we conclude that the Minister would be seriously concerned if the package did have the effect of reducing participation by equity target groups. It would be very helpful therefore if this inquiry suggested equity group participation targets for the future, as well as a future review at a specified time to assess the impact of the proposed changes on equity students.
Merit selection

We do not believe that the proposals will have a significant impact on merit selection. Although it has been argued that universities may be tempted to lower entrance requirements inappropriately in an attempt to attract fee-paying students, it is also the case that in an increasingly competitive market, a university’s survival will depend on its ability to establish and maintain a good reputation. The long-term costs to an institution of enrolling students for any reason other than merit would outweigh any short-term financial gains.

Income support

Since its foundation in January 1991, the University of South Australia has had a strong commitment to equity. This commitment is enshrined in the University’s Act of Establishment and equity considerations form an integral part of the University’s planning, quality assurance, reporting and review processes. Although we have a range of programs in place to increase the access, retention and success rates of students from disadvantaged groups, we cannot hope to achieve major improvements without significant reform of student income support arrangements. 
Unfortunately, Our Universities: Backing Australia’s Future falls significantly short of providing a realistic and workable model for improving the participation and success rates of disadvantaged groups in university education. This poses a grave threat to the principle of equity that the Government claims underlies the proposed reforms. In its response to Our Universities: Backing Australia’s Future, the AVCC focuses on the detrimental effect on academic performance of excessive work commitments prompted by economic necessity. We agree that this is the primary consideration in assessing the need for greater and broader income support for students, but we also believe that current student income support arrangements may deter members of equity groups from participating in higher education. 

In his 2003 study, Socioeconomic Background and Higher Education Participation: An analysis of school students' aspirations and expectations Richard James found that the perceived cost of higher education is a major deterrent for students from lower socio-economic backgrounds, with well over a third of these students indicating that they would have to support themselves financially if they were to attend university. At present, payments for students on income support are between 20 and 39 per cent below the poverty line, many students from low-middle income families are ineligible for support, students receiving Austudy are ineligible for rent assistance, and the age of ‘independence’ for the purposes of assessing eligibility for Austudy is seven years above the legal age of adulthood. James also found that students from lower socio-economic backgrounds have a greater interest in earning an income on leaving school than their more affluent counterparts. It is unsurprising, then, that under the current student income support arrangements, participation of students from lower socio-economic backgrounds has not increased over the past decade, and, on the basis of some research, has decreased (Higher Education at a Crossroads table a11).
If the Government is serious about an equitable higher education system, it is essential that students from disadvantaged groups are able to access adequate financial support for the duration of their studies. We are pleased that the Government is proposing to establish scholarships for Indigenous, low-socioeconomic students and rural and remote students, but believe that the sums of $2,000 and $4,000 must be significantly increased if they are to provide meaningful assistance. The proposal to treat the scholarships as income for assessing Youth Allowance and other Government income should also be abandoned. It is also imperative that scholarships are not limited to four years, but are available for the duration of a course. Similarly, while we welcome the proposal to increase the HECS repayment threshold to $30,000, we believe that a HECS repayment threshold at the average graduate starting salary is more equitable and will offer less of a disincentive to students from equity groups.

It is urgent and critical to reform the eligibility criteria for Austudy and Youth Allowance and increase payments for both; to increase the number of Commonwealth Learning Scholarships and the value of each scholarship; and to provide universities with funds that will allow them to direct more resources to students from disadvantaged groups.

International comparisons

Government student income support is falling in many developed countries and student contributions to university education are rising (International Comparative Higher Education Finance and Accessibility Project, Graduate School of Education at Buffalo State University). There are some exceptions; Norway, Sweden and Denmark do not have tuition fees and Ireland and Scotland have abolished fees in the past decade. While the increase in student contributions to higher education and the difficulty in both obtaining and living on student income support can be seen in many OECD countries, Australian students fare worse than most. 

In terms of the relative proportion of government and private expenditure on tertiary institutions, in 1999 the government funding of 54% in Australia was below Canada (62%), the UK (73%), Netherlands (80%) and Germany (93%).  Australia is already more reliant on students to fund the sector than comparable countries, and Our Universities: Backing Australia’s Future will widen the gap. This will increase the risks of lower participation rates in Australia, and of graduates moving to the Eastern states or overseas to maximise their incomes in order to repay their debts, neither of which may be in the national interest.
Increasingly, students’ participation in higher education is dominated by the need to earn an income. This affects every aspect of their educational experience. The AVCC’s study of student finances, Paying Their Way (Long and Haydon 2001), found that over 70% of full-time students now work during semester, as opposed to about 50% in 1984. Of those students who do work, the average number of hours worked almost tripled between 1984 and 2002. The Euro Student 2000 – Socio-economic Living Conditions of Students study found that fewer European students work than their Australian counterparts (48% in France, 77% in the Netherlands and 80% in Australia) and that Australian students gain over half their income from employment, which is significantly more than in most European countries (24% in Belgium to 54% in Austria). In the AVCC’s study, 23% of Australian students stated that their mode of study was determined by their financial circumstances. 

· 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

This submission has already canvassed our concerns about the impact on participation of the proposed changes, the need for indexation and the failure to address adequately income support arrangements. An issue of some concern, too, is the impact of the international package, which, overall, will have a detrimental financial impact on universities. UniSA enrolls over two thirds of South Australia’s international students and we are committed to providing high quality education to both on and offshore international students. With a wealth of experience in transnational education and the goal of achieving a target of 17,000 transnational students by 2010, we are well aware of the problems and rewards of being an international provider. Unfortunately, Our Universities: Backing Australia’s Future introduces more problems than it solves by increasing costs for potential students. As Australia’s third ranking service export industry, education deserves better. If we are to maintain our position as a provider of high-quality and reasonably priced education, it is essential that international education is funded by direct Government support as a major export industry.  

We reiterate our recommendation that the Government introduce a package of further taxation incentives, which might encourage the community and industry to provide financial assistance to universities, through endowments, bequests and joint ventures.
Commonwealth Grants Scheme

We are pleased to have received further clarification of the Commonwealth Grants Scheme from the Government since the release of Our Universities: Backing Australia's Future. The transparency of the arrangements is particularly welcome, as is the initiative to increase Commonwealth contribution per student by 7.5 per cent by 2007.

However, given that the Government is proposing that responsibility for load and load profile is centrally determined on an annual basis, we are unable to predict the full impact of the Commonwealth Grants Scheme. This is likely to be an ongoing problem with the Scheme; if the crucial decision of student load and discipline mix is made externally, universities’ planning process and ability to respond to student demand will be severely limited. While Our Universities: Backing Australia’s Future claims to reform the ‘heavily centralised Commonwealth bureaucratic arrangements’ currently in place, it appears simultaneously to propose greater Government intervention. The introduction of Funding Agreements may actually decrease flexibility across the sector as universities’ funding becomes dependent on fulfilling a specific profile prescribed by the Commonwealth.

We also believe that the Government needs to increase the 2% tolerance limit on enrolling non full fee paying students so that universities can continue to respond to the changing demands of students. Given that student options within programs could result in universities breaching the Funding Agreement, we may have little choice but to limit the range of options or electives available to students. Rather than encouraging flexibility and diversity, the low tolerance level may introduce rigidities that limit cooperative activity across disciplines and impede the process of introducing new programs.

Differential impact of fee deregulation

We acknowledge that fee deregulation may provide universities with greater flexibility and a valuable source of income to support the principles of Our Universities: Backing Australia’s Future. Our concerns about student equity are outlined above, but we also believe that fee deregulation has the potential to increase inequities between individual universities and groups of universities. We therefore urge the Government to introduce measures that will counterbalance the uneven effect of fee deregulation on different universities.

While fee deregulation may well provide some financial benefits to every university, there is also a risk that it will increase current disparities in income across the sector. Some universities may find that they are unable to increase Student Contribution Levels to the highest amount permissible due to circumstances beyond their control – for example, lack of regional demand. In major cities such as Sydney and Melbourne, institutions will be able to determine their Student Contribution Levels with the confidence that their agreed load will be achieved. If some institutions are able to secure revenue through fee deregulation and others are not, the gap between wealthy universities and their poorer cousins will inevitably increase.

Expansion of full fee places

Once again, it is probable that the only institutions that will see a major increase in their income due to the expansion of full fee places are those in the Eastern States that have benefited from decades of Government funding and established strong reputations and a high degree of affluence as a result. Unfortunately, the ability of these universities to attract fee-paying students and thus benefit financially is likely to create a vicious circle, in which the already wealthy institutions can spend this additional income on creating a teaching, learning and research environment that is ever-more appealing to students. Within these institutions, the principles of quality, sustainability and diversity will be easily achievable, but this will come at a significant cost to the university sector as a whole. Those of us who have had to be innovative, resourceful and creative in order to gain and maintain a competitive edge have not been rewarded for our efforts; we urge the government to address the imbalance between the financial resources of the older universities and the relative poverty of the new. 

Comparable international levels of government investment

If Australia is to retain its position as a preferred provider of higher education in the global market, Australian universities must be funded at a similar level to those institutions with which it seeks to compete. The Productivity Commission’s 2002 report University Resourcing: Australia in an International Context found that total expenditure (public and private) on tertiary education (university and TAFE) in Australia was 1.5% of GDP in 1999, ahead of Ireland (1.4%), the UK (1.1%) and Japan (1%), but well behind Canada (2.5%), the US (2.3%) and Sweden (1.7%). In terms of government investment in higher education, in 1995, Australia spent 1.7 % of its GDP on higher education – by 1999, this figure had fallen to 1.5%. This is in contrast to the Netherlands, Ireland, Sweden and Canada, which all increased their expenditure on higher education in the same period (OECD). 
· 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’.

Provision for labour market needs and skill shortages 
As South Australia’s primary provider of teaching and nursing courses, the University of South Australia welcomes the Government’s acknowledgement that these areas are a National Priority. 

Unfortunately, the decision to include the extra funding intended for clinical practice in nursing and the teaching practicum in the Commonwealth Course Contribution may well discourage providers from offering more places in these areas. Given that we are able to increase HECS by up to 30% in all other disciplines but not at all in the areas of nursing and teaching, the Commonwealth needs to increase its funding to these national priority areas by at least 30%. At present, if universities decide to increase HECS to the maximum amount permitted across all programs, income from teaching and nursing will be at least $1,156 less per student than in any other program. Consequently, rather than encouraging institutions to provide places for areas of National Priorities, there is a strong possibility that Our Universities: Backing Australia’s Future will do exactly the opposite.


Regional equity

The University of South Australia welcomes the Government’s decision to take up the AVCC’s proposal that there be contestable funding to support universities’ regional engagement. As the only university in South Australia with a regional campus (at Whyalla), we are especially aware of the value – and challenges – of operating outside a metropolitan area. We are therefore dismayed that the regional loading proposed in Our Universities: Backing Australia’s Future will result in an additional $0.1 million for UniSA – a sum that in no way reflects the additional cost of running our Whyalla campus. The Government’s unwillingness to index its funding means that, in the medium-long term, the regional loading will have little impact on the sustainability, equity, quality and diversity of our operations at Whyalla.

It is also unfortunate that the Government has not seen fit to extend the regional loading to include enrolment of off-campus students, as we believe provision of distance education is a key function of a regional provider. 
Impact of the ‘learning entitlement’

The University of South Australia does not believe that the learning entitlements outlined in Our Universities: Backing Australia’s Future will promote equity or quality in education. We call upon the Government to clarify the details of the ‘additional entitlements’ so that universities and students can fully assess the impact of this proposal.

UniSA’s commitment to the concept of life-long learning is reflected in the fact that 50 per cent of our students are over 25 years old. Ongoing access to education is likely to continue to grow in importance as employers’ expectations and demands change with increasing rapidity. The proposed model would require individuals wishing to retrain or upgrade their skills to pay full fees in order to do so. 

Learning entitlements may also have a negative impact on diversity as students’ narrow their choices to ensure that they do not study for more than a total of five consecutive years. Course flexibility and the capacity to combine degrees may be limited and the variety of programs currently on offer could be reduced. Students who do not gain entry to their preferred course in the first year of their studies may be disinclined to transfer after one or two years of study, even if they have achieved excellent results. Unfortunately, those people most likely to be disadvantaged by the learning entitlement are women and people from low socio-economic groups. 

Students from professional families, who are likely to have a sound understanding of the range of future professional opportunities, and attend schools that provide good career counselling supported by appropriate subject offerings and learning support, may not be disadvantaged by the learning entitlements. But for students who have less understanding of universities and professional employment, and go to schools that are unaccustomed to preparing students for university study, learning entitlements may well have a significant impact. These students often take a year or more to settle successfully into university study, and to gain entry to the course most suited to their aspirations. Moreover, for students in five-year programs, a single course failed will mean they will have to pay the full cost of repeating the course, which is likely to disadvantage poorer students. 
The practicalities of implementing and tracking learning entitlements will introduce a multitude of problems for university administrators. Like many universities, the University of South Australia has recently installed a highly complex student information system at significant cost. Any new system must be compatible with all the student information systems currently in use across the country, or the introduction of Learning Entitlements would cost some institutions far more than the Government is proposing to contribute. Responsibility for learning entitlement appeals and associated remission of debts will also bring additional ongoing costs to universities. The questions of who will oversee maintenance of the system, who will have access to the information within it, how such information can be used and how privacy could be assured must all be answered before a tracking system is introduced.

3
The implications of such proposals on the sustainability of research and research training in public research agencies.
Our Universities: Backing Australia’s Future says little that will affect research directly. There is a directive to the Australian Research Council to begin to fund Chief Investigator's salaries within ARC Grants.  We view this directive with some concern, since without increased funding to the ARC this will lead to a decreased success rate for applications. Any move to fund CI salaries (or infrastructure costs) directly from ARC Grants needs to be considered in the broader context of the national reviews currently being undertaken.

4
The effect of this package on the relationship between the Commonwealth, the States and universities, including issues of institutional autonomy, governance, academic freedom and industrial relations.

Our Universities: Backing Australia’s Future provides universities with a greater degree of autonomy in determining student fees and this will undoubtedly benefit many universities. However, we believe that the decrease in institutional autonomy in relation to discipline mix, governance and industrial relations proposed in the budget reforms may well limit universities’ capacity to pursue their individual missions. 

We are concerned that the proposed Commonwealth Grant Scheme will restrict institutional autonomy to determine discipline mix, thus minimizing universities’ ability to respond to student demands. As noted in the AVCC response to the proposed package, on the basis of the current information available to universities, it appears that student choices within programs may have to be constrained by limiting access to a broadly based set of options or electives. This would inevitably impact on the breadth of the education students receive, which we regard as a step backwards for the university sector. Universities need to be able to provide choice within programs, without incurring funding penalties, while acknowledging that any substantial shift into higher cost disciplines would not be funded by the government unless it was the subject of prior agreement.
The University of South Australia has an effective Council that is committed to continual improvement of its performance. The principles and framework under which the Council operates have been developed to reflect the unique profile and objectives of UniSA. As a result, we have achieved a balance of external accountability and institutional autonomy; our structures of governance facilitate the achievement of our mission and objectives without unnecessary hindrance. We are concerned that the governance protocols proposed in Our Universities: Backing Australia’s Future appear unnecessarily restrictive and may limit universities’ capacity to develop arrangements that best suit their requirements. 
The proposal to tie increases in the Commonwealth Grant Scheme to full implementation of the Commonwealth’s National Governance Protocols would inevitably disadvantage some universities as they struggle to conform to a framework that is not in their best interest. Along with the AVCC, we believe that State and Commonwealth governments should work together with universities to improve governance arrangements through effective national protocols, but that funding should not be tied to the implementation of these protocols.

The Government has asserted that the Funding Agreements will be ‘negotiated in the context of each institution’s mission and strategic direction for course provision’. However, if the Government determines the mix of disciplines in each university, then academic freedom may well be at risk. In our response to the Issues Paper: Varieties of Excellence, we pointed to the considerable diversity to be found in the Bachelor of Arts programs at the three South Australian universities. The unique profiles of each university result in a distinctly different approach to teaching a BA and it is our belief that the loss of any of the programs would represent a reduction in diversity of offerings. Yet under the current proposals, it would be possible for the Commonwealth to decide that three programs in broadly similar areas of study were unnecessary in South Australia. Similarly, in some instances courses and programs with low enrolments may meet a local or wider community need that is not immediately evident to external eyes. As long as the costs of such programs are recognized and incorporated into the institution’s budget, universities must retain the freedom to decide upon their internal discipline mix. 

The University of South Australia is committed to developing workplace agreements that are in the long-term interests of the institution and its employees. While the Enterprise Bargaining process is often challenging, it has enabled each university to tailor workplace agreements that meet the broader needs of its community. While we would like to negotiate some changes to our current Enterprise Agreement we consider it inappropriate to tie the flow of government funds to compliance with a very narrow range of requirements.

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

As detailed above, UniSA is broadly supportive of the proposed budget reforms to higher education and we advocate some amendments to the current proposals rather than rejection of them. The only part of the package that we believe requires a complete overhaul is the proposed international initiatives. We are dismayed that the international package increases charges to universities and their students. With the AVCC, we reject this part of Backing Australia’s Future and urge the Government to work with the university sector to develop a set of initiatives that support our endeavours to build upon Australia’s reputation as a high quality, reasonably priced provider of university education
CONCLUSION

The University of South Australia supports Our Universities: Backing Australia’s Future insofar as it commits greater Commonwealth funds to a sector that is desperately in need. However, we believe that amendments are required if the package is to form a strong foundation for the ‘confident, strong, quality higher education sector’ that the Government envisages. Both funding and HECS levels must be indexed; funding should not be made dependant upon changes in governance and workplace relations; the balance of student and government contributions must be declared; the equity concerns outlined above must be resolved and the international package must be revised. When these issues are fully addressed Australian universities can look to the future with confidence.
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