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The Australian and New Zealand Student Services Association Inc. is an organization of professional staff providing support services to staff and students in post secondary education institutions. ANZSSA Inc. consists of counselors, financial advisers, medical officers, academic skills advisers, overseas student advisers, disability assistants and other welfare staff in universities and TAFE institutes.

Their direct contact with students puts ANZSSA Inc. members in a prime position to comment on student issues. 

The Student Financial Advisers Network (SFAN) is a professional interest group within ANZSSA. SFAN has a very specific role in advising and assisting students with regard to their financial concerns. SFAN members work closely with Centrelink and the Department of Family & Community Services. SFAN is well placed to make informed comment on issues regarding the financial impact of Commonwealth budgetary reforms on students.

INTRODUCTION

Our Universities – Backing Australia’s Future (the Nelson Report) proposes major reforms to the provision of higher education in Australia. The reforms include measures, which will profoundly alter the financial landscape for current and future tertiary students. This paper will briefly outline proposals, in the report, which purport to assist students. Then will follow a discussion of the possible financial effect of these proposals on students.

-----------------------------------------------------------------------------------------------

PROPOSED “SUPPORT FOR STUDENTS”

1) LEARNING ENTITLEMENTS

From January 1, 2003 all eligible students “will receive a Learning Entitlement, giving them access to five years equivalent full time study in a Commonwealth supported place … [These students] will be eligible for a Commonwealth subsidized loan under HECS-HELP. The five-year entitlement may be extended [in certain circumstances].

2) LOANS:

HECS-HELP:

“Institutes in support of Commonwealth supported places will determine their own student contribution level for each course they offer within ranges set by the Commonwealth.” Students, who now contribute, on average, 26.1% towards the cost of their education, will contribute approximately 26.8% from 2005.

The minimum repayment threshold will increase from $24,365 to $30,000

Discounts for up front payments will be reduced from 25% to 20% and bonuses for voluntary repayments will be reduced from 15% to 10%

Fee Paying Help (FEE HELP):

“Students paying full fees … will be able to access a loan up to the amount of the full tuition fee charged for the course they are undertaking, to a total limit of $50,000”

Overseas Study Help (OS HELP):

“Eligible, full time undergraduate students in Commonwealth supported places … who wish to study abroad for one or two semesters of their degree … will be offered loans of up to $5,000 per semester to finance their overseas study.” In 2005, 2500 loans will be available, increasing to 10,000 in 2008.

3) SCHOLARSHIPS:

Commonwealth Education Costs Scholarships (CECS):
· $2,000 per year for up to four years. 

· For full time undergraduate Commonwealth supported (HECS) students.

· Priority given to students from low socio economic and /or Indigenous backgrounds. 

· 2500 to be offered in 2004 increasing to 17,630 by 2007.

Commonwealth Accommodation Scholarships (CAS):

· $4,000 per year for up to four years “for accommodation costs … where [students] have to move to undertake a higher education.”

· Targeted at full time undergraduate Commonwealth supported (HECS) students from rural and regional areas

· 1500 to be offered in 2004 “on the basis of academic merit” increasing to 7,550 by 2007.

International Scholarships: 

· 395 awards to be offered each year to “high performing students from around the world [wishing] to study in Australia.”

More Scholarships for postgraduate research students:

· 31 more APA Scholarships to be made available by 2007

· $1 million additional funding to be provided “to enable young researchers to participate, with industry members in overseas specialist forums in their field, to enhance their capability and understanding of international developments.”

4) SUPPORT FOR INDIGENOUS STAFF AND STUDENTS:

Increased funding for Indigenous Support Fund:

· An increase of $10.4 million over three years to 2007 “to enable institutions to provide greater support for Indigenous people in higher education.”

Indigenous Staff Scholarships:

· Scholarships “for Indigenous staff (academic or general) who have actively encouraged Indigenous students to participate in higher education and complete their courses … to enable staff to take one year of leave from their university employment to undertake full time higher education study in their chosen academic or professional area.”

· Five per year - each providing approximately $10,400 to cover tuition fees for the year, and a non-taxable stipend of approximately $20,900 – from 2004

· Awarded on merit and priority given to people undertaking postgraduate awards.

5) COMMONWEALTH STUDENTS WITH DISABILITIES PROGRAM

· Funding to be increased by $1.1 million per year from 2005

---------------------------------------------------------------------------------------------

DESTINED FOR DEBT

The primary concern arising from Our Universities – Backing Australia’s Future is the possibility that its proposals will consign students to a future overshadowed by insurmountable debt. In short, a major feature of the proposals is a system of loans which, being loans, must be repaid. 

The report articulates the federal government’s intention that full fee paying places will eventually constitute 50% of places at Australian universities. Students who do not gain HECS places may be compelled to borrow amounts of up to $50,000 from the Commonwealth to fund courses, which will cost from approximately $50,000 to $150,000. 

This intention of the Federal Government rests upon statistical findings. These findings proceed from research which suggests that the median starting salary for graduates is $35,000 and that average gross lifetime earnings for university graduates are over $600,000 more for men and $400,000 more for women by comparison with non-graduate counterparts. These figures alone conceal much and require further elaboration. Firstly higher education qualifications have a relatively low impact on earning potential in Australia. Those with university qualifications in Australia earn, on average, 36% more than those with secondary school qualifications. Graduates in Ireland, the UK and the USA earn respectively 65%, 71% and 80% more than their secondary school educated counterparts. The OECD average is 60%.
 Secondly the figures citing “median starting salary” and “gross lifetime earnings” create an impression which misrepresents the lived experience of many university graduates. For example:

· The job market is currently unable to provide employment for all graduates. The many who remain unemployed or partly employed for one year following graduation will earn well below $35,000

· In times of economic downturn many graduates endure extended periods of unemployment or underemployment following graduation. These people often earn well below $35,000 per annum for several years.

· Many graduates find employment in sectors traditionally less lucrative than others. Graduates who, for example, pursue vocations in social work, school teaching, childcare or occupational therapy discover that, their income, although sometimes apparently healthy at the outset, does not increase steadily over time. 

Will graduates in the above categories be able to reasonably manage education debts of up to $50,000 along with the spiraling costs of home ownership, child rearing, health and transport in the future? 

Commonwealth proposals outlined in the report signal the accelerated deterioration of a system that is already burdensome for many students. The current HECS arrangement is presently resulting in outcomes of steadily accumulating and, for many, debilitating debt. This situation, in the context of federal government proposals, is likely to result in further financial hardship for graduates. For example:

· A student who gains a HECS place in a B Sc Honours degree at an Australian university is currently likely to pay $20,968 (not including CPI) for tuition costs alone (approximately 26.1% of the cost of that degree).   This total may increase depending on the contribution level set by the university. Negotiating this level of debt, in the context outlined above, is daunting indeed for many current and prospective students. Yet these students are the ones not burdened by full fees.

· A similar student with a full fee paying place can be expected to pay over $80,337 (not including CPI) for the same degree. This student, who might be compelled to borrow the maximum FEE HELP loan  ($50,000) will still be required to raise a further $30,337 and repay that amount (with interest probably attached) whilst still undertaking loan repayments on the initial $50,000. 

The report forecasts that, owing to the lure of a $50,000 loan, “enrolments in undergraduate full fee paying courses are likely to increase.” This forecast, however, does not account for the existence of debt aversion amongst students. Many young people sensibly decide that consigning themselves and their prospective dependents to the enormous stress of such debts is unwise and irresponsible.  

A disproportionate number of debt averse students are from regional and rural backgrounds. This fact is well documented in research conducted over the past fifteen years.
  One University of Melbourne study indicates that at least twice the proportion of students “who live long distances from university campuses [from rural backgrounds] believe that the cost of university fees may stop them from attending university:

“The costs of higher education, including fees and the living expenses associated with leaving home, are serious inhibitors or barriers for rural … students. Many rural students and their families face an extremely difficult decision in assessing the costs versus the benefits of higher education.  For many financially disadvantaged rural families, the [current] costs are well beyond their income capacity – the prospect of their children entering higher education is simply out of the question …”

One consequence of these “inhibitors”, acknowledged by the former Minister for Education, Training and Youth Affairs, Dr. David Kemp, has been the emergence of “huge regional disparities … [where] nineteen to twenty-one year olds in the top five participating areas [affluent capital city suburbs] are five times more likely to go to university than their counterparts in the five areas at the bottom of the list [rural area].”
 For these people, disincentives should be removed. The introduction of FEE HELP loans,  however, will merely impose one further disincentive.
The Nelson report enthuses that “[these] new arrangements for student financing will encourage lifelong learning and ensure equity of access to higher education.” Yet, for debt averse students, educational goals will be closed and, notwithstanding genuine academic talent, they will be destined to pursue less preferred and less fulfilling options. Consequently the talents of these people might remain unrealised and Australia will be deprived of the fruits of their considerable abilities. Surely this represents a waste of resources.

The consequences of imposing a loans system on a debt averse sector of the community are currently evident in New Zealand where a government loan scheme was introduced in 1992. Research indicates the following developments in student welfare:

· Many students are devoting increasing hours to part time work at the expense of their studies with deleterious academic consequences. 

· Upon graduation many students are leaving the country “in order to defer loan repayments.” 

· Student counselors report a much higher proportion of students presenting with depression and illness relating specifically to income related anxieties. 

· Student Associations are establishing “food banks” for students who are unable to afford sufficient food. 

· Of the many students who discontinue studies after first year, “56% claimed it was for financial reasons”. The figure for Maori students was 71.4%. 

· Conversely many students are displaying a “credit mentality” in which their debt levels have become so overwhelming that they no longer care. These people continue to accumulate debt with no realistic prospect of ever repaying it.
 

Introduction of higher fees in New Zealand have also encouraged a “short term approach” by students that exacerbates labour market problems. A New Zealand House of Representatives report found that: “The result of high fees is that students choose courses for purely financial reasons (that is, the cheapest courses and / or those most likely to lead to high paying careers are undertaken).” Submissions to this NZ inquiry voiced concern about the impact of high fees for disciplines such as science, where investment in high equipment costs “will not be repaid with a high paying career, so [students] choose other courses…”.
 

The Commonwealth proposes to address the aforementioned escalation of debt with a “Commonwealth Learning Scholarships Program”. This program will comprise “Commonwealth Education Costs Scholarships” (CECS) and “Commonwealth Accommodation Scholarships” (CAS). The former will consist of a grant of $2,000 per year payable for four years to up to 17,630 students by 2007. The latter will consist of a grant of $4,000 ($76 per week) per year for up to four years to some 7,550 students by 2007.  The recent classification of these scholarships, by the Department of Family and Community Services, as income for the purpose of the Youth Allowance income test, will actually render them an obstacle to any student’s receipt of Commonwealth income entitlements. The Government will, in effect, be giving with one hand whilst taking with the other.

These problematic scholarships, along with 395 International Scholarships per year, 31 more APA Scholarships and $1 million extra funding for post graduate research (over four years) constitute the whole program. Such parsimony, in the context of the potential financial problems forecast for many students (outlined above), amounts to little more than tokenism. 

INCREASED COSTS MAY RESULT IN A DETERIORATION OF STANDARDS


As the cost of education increases, students in Australian universities are being compelled to increase hours of part time employment. Research indicates that this trend is affecting the nature of student engagement in university life - in particular, academic endeavours. One University of Melbourne study has yielded results which constitute cause for concern.
 The findings of this research suggest, at first glance, that increased numbers of hours of part time employment have an insignificant “impact on average grades.” Only 40% of students surveyed claimed that “paid work gets in the way of their academic studies” and only 34% claimed that “worrying about money makes it difficult for them to concentrate on their studies.” But a deeper reading of the data reveals some disturbing trends. For example, the researchers interviewed students who “cope well” with pressure by “increas[ing] or decreas[ing] paid work hours as study demands change, juggl[ing] commitments [and] concentrat[ing] on assessment tasks rather than wide reading”. Researchers interviewed other students who did “not cope well” with pressure by “opt[ing] to merely pass, scal[ing] down their expectations, frequently miss[ing] lectures, work[ing] on only some of the subjects they are enrolled in or formally shift[ing] between full time and part time enrollment.”
 The report asserts that, notwithstanding “an insignificant impact on average grades”,

“the pressures of  time and tiredness from paid work [result in students] not having enough time to do in-depth work, doing limited reading or only the minimum reading required, scrambling to finish assignments on time, missing classes and focusing mainly on assessment tasks and assignments. In short the quality of the learning process suffers.”

AVOIDING OR COURTING A “LONG TERM COLLISION COURSE WITH MEDIOCRITY”?

An increase in the number of full fee paying places from 25% to 50%, notwithstanding the assertion that universities will be required to set minimum entrance cut offs to assure high standards, might result in a proliferation of less capable graduates. Fifty per cent of places will be reserved primarily for students who can afford them, and no longer for students whose academic abilities warrant them. In other words, students with even lower marks will be able to access more university places.
 The exception, for medical students, of this quota increase provides some illumination. No more than 10% of medical student places will be full fee paying places. It appears that the Commonwealth does not wish to subject the medical sector to an influx of less capable graduates who had gained university places on the basis of their own or their parents’ ability to pay rather than academic qualifications. Of course the consequences for the health system would be unsatisfactory. In this regard a quota of 10% is good policy. But it is also a tacit admission that the 50% quota will foster mediocrity in other disciplines. 

Introduction of the “Learning Entitlements Scheme” may create a situation in which many students are compelled to withdraw from their studies prior to completion. There are various reasons why students may require more than five years to complete their studies. Burdensome family expectations, poor guidance from career counselors, insufficient maturity at school leaving age and any number of personal upheavals for reasons beyond the control of the individual have, for numerous students, routinely resulted in deferral or extension of years devoted to tertiary study. These are all typical occurrences in the lives of modern young people. And yet, under a “Learning Entitlements Scheme” these people may have “the rug pulled out from under them” at a crucial time when they are busily devoting themselves to the closing stages of their courses. The Minister insists that “Learning Entitlement appeal mechanisms, … where circumstances prevent students from completing their studies, will be the responsibility of institutions.” But can the Minister guarantee that all institutions, straining under the relentless financial pressure of contingent funding, will be willing to invest appropriate resources in a processes that could prove inimical to their fiscal agendas? The unanticipated imposition of full fees for the final year of a degree would be nothing short of catastrophic for most students. Conversely, the concept of an “entitlement” may induce some students to unnecessarily augment their studies so as to utilize the full five-year time frame. Increased throughput, if achieved at all, may come at a cost (in terms of short circuited academic paths) that may outweigh the benefits.

The Minister asserts “the only [higher education] benchmarks that count are international ones. If we fail to recognize this imperative then Australian universities are on a long-term collision course with mediocrity.” Whatever these “international benchmarks” are, they appear to not include full fee charges for students. Research conducted at Buffalo State University, New York, indicates that Australia along with Chile, Korea, Japan, New Zealand and USA are the only countries in which tertiary students are required to pay high fees. The vast majority of countries listed comprise education systems that charge lower fees. Many, such as Norway, Sweden, Ireland and Brazil, provide free tertiary education with only nominal fees charged for services and amenities.
 International best practice would appear, therefore, to be low fee charges. The introduction of full fee paying quotas of 50% would, in this context, constitute a disregard for international best practice and might indeed, therefore, set Australian education on a “collision course with mediocrity.”

A NOTE ABOUT EQUITY

Students from the following designated equity groups are currently targeted for additional support: 

· Indigenous Australians

· students from non English speaking backgrounds

· disabled students

· rural / isolated students

· women in non-traditional areas of study

· socio economically disadvantaged students.

The report foreshadows that the educationally disadvantaged status of some of the above groups is to be reviewed “to ensure that HEEP [the Higher Education Equity Program] remains focused [exclusively] on groups experiencing significant educational disadvantage.”  This implies that one or more of the above equity groups no longer experiences educational disadvantage sufficient to warrant “additional financial support”. Which of the above groups has overcome the barriers that have prevented their access to education? Are one or more of these groups no longer under represented?

CONCLUSION


Passage of these reforms will alter the financial landscape for current and future tertiary students and may negatively impact on the financial well being of many graduates. Both the perception and the reality of huge increases in student debt will discourage the debt averse from pursuing their academic dreams. The increased necessity to source extra income may result in diminished academic engagement for those who persevere. Measures proposed to alleviate these consequences are clearly inadequate. Ability to pay will increasingly overtake academic merit as the major determinant of access to tertiary education. 
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