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Introduction
RMIT is a dual sector public university that combines expertise in people and technology and the interface between them to help underpin the social and economic development of the communities in which we work.  Specifically, it is committed to innovation – the generation of new ideas and their take-up by people.

RMIT enrolls more than 50,000 students in TAFE and higher education, and is a member of the Australian Technology Network (ATN) and Global University Alliance (GUA).

RMIT welcomes this opportunity to participate in the Senate Inquiry into the Higher Education Reform Package Backing Australia’s Future.  In doing so, it endorses the amendments proposed in the Australian Vice-Chancellors’ Committee’s response to the package and the comments made in the Australian Technology Network submission to this Inquiry.  This submission will address these issues from the perspective of RMIT, including feedback from institution-wide fora on Backing Australia’s Future, held at RMIT’s city and Bundoora campuses on 30th May and 28th June respectively.

Our view of this package reflects our vision of universities, not as stand-alone institutions for the elite, but as an integral part of Australia’s infrastructure for economic development and building social capital.    The benefits of social capital include increased trust and participation in social structures, improved social efficiency, cohesion and resilience, and decreased corruption. 
  Links are emerging between social capital and the level and quality of education and knowledge infrastructure available to a community.    

Universities can play a vital role in Australia’s participation in a global knowledge economy, not just through the education of skilled `knowledge workers’ but through the role they can play in facilitating knowledge networks and the transfer of information and skills across sectors.  Michael Porter argues that innovation intensity depends on a strong and positive interaction between private sector strategies and public sector policies and institutions.
  Government policy should be geared towards facilitating such exchange, and ensuring that Australians are not excluded from the benefits of participation in higher education by virtue of socio-economic status or geographical location.

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

RMIT supports the principles of specialisation, quality, equity and diversity in higher education that underpin the Backing Australia’s Future package. 

However, the stated principles are less important than the actual impact of the changes proposed.  The test of this policy package must be whether it provides for a level of participation and investment necessary to support the requirements of the knowledge-based economy.  While it is difficult to evaluate the package fully until all details regarding its implementation have been made available, RMIT is nonetheless concerned by:

· The absence of a clear vision regarding the current and future role of universities in Australia’s economic and social development to underpin and inform the process of reform.

· Inadequate levels of public funding in the package (particularly in relation to the indexation of Commonwealth Government grants) to support institutional development and transformation.

· The requirement that funding increases be tied to reforms to governance and as yet undefined criteria around workplace relations reform.

· The need for a strong, whole-of-government commitment to increasing and supporting participation in higher education, particularly among groups that are currently underrepresented and/ or disadvantaged.

· The potential separation of teaching and research activity implicit in the package.

· Lack of support for internationalisation in the package.

Term of Reference 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 package positions growth in student fees as the main source of increased revenue for higher education.  RMIT is concerned about the financial impact of this package on students, insofar as it may operate as a disincentive to enter or complete study.  Our concerns are focused on:

(i) the inadequacy of current income support arrangements, and the very limited value that scholarships provided under the package will have for students.  Research conducted by Craig McInnis at University of Melbourne and by the AVCC shows that financial hardship deters some potential students from participating in university, and that long hours spent in paid employment may also affect students’ capacity to complete their studies in a timely and successful fashion.

McInnis found that the 51% of full-time first year students in 1999 were working part-time, compared with 9% in 1994, and there had been a 14% increase in the mean hours worked. 
  At RMIT, 31% of our full-time domestic students are working fifteen hours or more per week.  
  Staff in Student Services report a significant increase over the past year in the number of students seeking financial assistance in the form of loans, and that up to 90% of students who seek counselling are suffering some degree of financial stress. 
   

The scholarships announced in the package, while welcome, will not effectively address the issue of student hardship, partly because there are so few of them.   For example, while 1500 scholarships will be offered in 2004 to provide income support for low-income students from rural and isolated Australia, RMIT alone receives on average 1,520 applications for higher education programs from non-metropolitan areas each year.  A further problem arises from the fact that these scholarships are deemed by Family and Community Services to be income for the purposes of determining access to AUSTUDY/Youth Allowance, thereby reducing their actual value.

(ii) price sensitivity and aversion to debt.  While welcoming the proposed introduction of income contingent loans for all students, RMIT notes that price sensitivity may still deter some from participating in higher education.     We note the publication of research by DEST which argues that increases to HECS and a reduction in the threshold for repayment in 1997 has reduced the number of applications from mature-age students and, in some fields of study, from males from low socio-economic backgrounds.  

Research suggests that high levels of student debt may adversely affect graduate fertility rates, participation in the housing market and decisions to emigrate, especially when a real interest rate is attached. 
  Evidence is also emerging that student debt affects participation in lifelong learning and further study.  Research in the US shows that students who had indicated an intention to pursue postgraduate research or professional qualifications prior to graduation may be subsequently deterred from this course by high levels of debt. 
 

Taken together, this evidence suggests that we cannot rely on student fees to fuel sectoral growth and increase participation without also increasing our commitment to equity measures and income support.

Universities’ capacity to address these issues is limited, firstly by limited institutional resources and secondly by the fact that scholarships and HECS and fee-waivers are deemed to be income for the purposes of calculating access to income support, and therefore of reduced value to students.    Furthermore, these are complex issues which should not be left to individual institutions to address, but rather are of concern to the community as a whole.

Recommendation: RMIT believes that the inadequacy of student income support and equity measures is a key failing of the package, and one which must be addressed as a matter of urgency.  A whole-of-government approach is necessary to (i) increase funding for equity measures and student income support and (ii) ensure that the value of such measures is not reduced by policies regarding their treatment for the purpose of calculating student access to income support (iii) provide universities with support and flexibility in developing initiatives to enhance equity and support participation in higher education.    RMIT further recommends the Government remove the 3.5% interest rate on Fee-HELP loans, and increase the threshold for repayment of HECS to average graduate starting salaries from 2003-2004.

· 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.

RMIT welcomes the proposed increases to Government funding contained in the package.  However, we are disappointed that the package does not allow for increased indexation of university operating grants, and support the arguments put forward by the AVCC in this respect.  

Indexation of university grants was introduced in 1996, and current levels have not kept pace with the increase in universities’ cost structures arising from, for example, enterprise bargaining, increasing capital expenditure requirements (especially around use of information technology) and changes in teaching and learning paradigms.  Newer universities such as RMIT have obviously had to grapple with quite significant changes to the funding base and cost structures at the same time as they have been establishing their identity and capabilities as a university.  However, even institutions with a large asset base, and resources based on a long history of public funding, face substantial challenges in planning for the future.

Therefore, indexation must be increased to meaningful levels if the package is to provide sustainable revenue growth in the long term. But indexation is only part of the answer: ensuring that universities can transform to meet the challenges ahead require an increase in revenue across the board, and sufficient investment by Government to fund those activities that industry will not support (such as basic research) and to guide the operations and directions of the sector.  Therefore, RMIT supports the AVCC’s target of an increase in Government investment to 1% of GDP as investment overall reaches 2%. 

Recommendation: RMIT supports the AVCC’s proposal for increasing the indexation of Government grants to the level currently available to schools.

RMIT recommends that Government develop a long-term strategy to increase investment in higher education from 1.6% to 2% of GDP by 2020, including increasing the level of public investment.

An important aspect of the package with the capacity to impact severely on institutional funding and autonomy is the introduction of the Higher Education information Management Scheme (HEIMS).  RMIT is concerned by the level of uncertainty currently prevailing regarding how HEIMS will operate, and believes that the proposed funding to assist universities with transition to the new system is inadequate. 

· 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’.

RMIT supports the AVCC’s target of 60% participation in higher education by 2020, in recognition of the fact that more and more jobs in the knowledge economy will require a degree or its equivalent and high level generic skills.  RMIT supports the provision of publicly-subsidised places in priority areas, with higher levels of funding attached.  We are concerned by the introduction of a fixed five-year learning entitlement, as without clear opportunities for entitlement renewal this will work against lifelong learning.  We are also concerned that requirements for universities to meet load and funding targets within narrow ranges of tolerance are unrealistic, particularly when the impact of the new arrangements in terms of student demand and retention of existing students is unclear.   

Of broader concern is the fact that movements in the youth demographic largely determine Government growth projections and that there will be no significant growth in publicly-funded places until 2007.    This approach does not take account of the likelihood of increasing demand from older workers who need to upgrade or gain a higher education qualification.  Australia has an ageing population with access to high quality healthcare and inadequate superannuation.  Under this scenario, people are likely to remain in the workforce longer and need access to work-relevant lifelong learning.  A more sophisticated range of demand drivers should therefore inform Government growth projections, and the allocation of publicly-subsidised places.  

RMIT supports the provision of fully-subsidised places to replace overenrolments.  However, we are concerned about the possible impact of this measure on existing high levels of unmet demand in Victoria and Victorian students’ access to publicly-subsidised places.   David Phillips (Phillips Curran Pty Ltd) has calculated that if these places were allocated on the basis of current demographic trends, Victoria would only receive around 1000 of the 25,000 mooted places.
  So, in planning for the future, universities – apart from those with a guaranteed capacity and desire to tap into the full-fee-paying undergraduate market – cannot assume that they will retain their current student load, and current high levels of unmet demand in Victoria may increase.  

A narrow focus on funded load does not adequately support different modes of learning, including those focused on preparing graduates for work. From 2005, universities will not be permitted to include Work Experience in Industry load in their funded target load.  RMIT currently enrolls 471.5 EFTSU in this category, funded at 20% of the normal funding rate.   DEST advises that, from 2005, such students will have to be enrolled outside funded load on a fee-waiver basis.  Lack of Government support for such initiatives runs counter to RMIT’s strategy of providing work-integrated learning, a strategy that is leading to strong employment outcomes and work-ready graduates.  (RMIT graduate employment rates are well above the sectoral average.)

Recommendation: RMIT recommends that factors other than population demographics, such as existing levels of unmet demand and labour market requirements, be considered in determining future growth in publicly-subsidised places and the allocation of new places.  


RMIT recommends that the decision to remove public subsidies for Work Experience in Industry student load be reversed.

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

RMIT undertakes research which provides solutions to `real world’ problems identified by business and the community.  Its research performance has improved considerably over the past two years, particularly in relation to achieving increases in research income (including Australian Research Council Grant funding), research student completion times and publications.  However, RMIT remains concerned by the separation of teaching and research implicit in this package, and the possible impact of research funding mechanisms which concentrate resources further within the sector.  Further, we believe that funding mechanisms heavily biased towards success in achieving `inputs’ and mechanisms to fund research training which use inputs and completion numbers as a proxy for quality are flawed do not effectively support quality outcomes.  The current  funding mechanism that underpins the Research Training Scheme, for example, fails to recognise that a large number of postgraduate students are studying part-time while employed or engaged in professional practice, and this increases their completion time.

Recommendation: RMIT recommends that mechanisms for funding research should recognise the complementarity of teaching and research, and support the variety of institutional missions and research activity undertaken within the sector. In particular, future funding mechanisms for research should ensure that (i) universities have sufficient block funding to enable investment in small-scale infrastructure, emergent and current areas of strength and relevance; (ii) that criteria for the allocation of research funds recognises the range of research strengths and outcomes within the sector (iii) reform of the Research Training Scheme to ensure recognition and support for quality research training.

Term of Reference 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.

RMIT does not support the contingency-based nature of funding increases to universities, especially given that such increases are vital to universities’ future sustainability.  

The Commonwealth’s insistence on making increases to core funding contingent upon workplace and governance reforms does not provide a clear and transparent basis for the future funding of the sector, especially as the benchmarks which universities would be required to meet have not yet been clarified and may well be subject to change as Government policy shifts.  This is not an argument for public funding without accountability: rather, it is an argument that public funding should be focused on outcomes directly related to the quality of teaching, learning, scholarship and research.

In relation to governance, universities may well be caught between competing policy objectives between Federal and State Governments.  It should also be noted that structural reforms are not in and of themselves a guarantee of improved governance.  More important are clear accountabilities, transparency, and relationships of trust between management and governing bodies. 
   

In addition, RMIT reiterates its support for student organisations to operate as representative organisations with universal membership.

Recommendation: That increases to Commonwealth Grants Scheme not be tied to adherence to governance or workplace reform, and that Government not proceed with implementation of Voluntary Student Unionism.
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