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1.  Background

The University of Melbourne Postgraduate Association (UMPA) is the representative association for the University’s 9327 postgraduate students.  Nearly two thirds of postgraduate students at the University are coursework students, of whom many pay fees.  In terms of Equivalent Full Time Student Units (EFTSU), 37.4% of all postgraduate EFTSU is fee paying.

In this submission, UMPA wishes to comment particularly on the Postgraduate Education Loans Scheme.  Since postgraduate course fees became almost fully deregulated in 1994, the postgraduate student profile at the University has changed dramatically.  We expect PELS to have a similarly significant impact on our membership, and are particularly wary of the elements of the scheme which seem likely to continue the inherent inequity of the existing fee structure.

The provision for postgraduate coursework students to defer payment of their course fees is a significant improvement on the current situation.  However, in this submission UMPA argues that the most equitable way of meeting the aim of increasing access to postgraduate coursework is to expand HECS into all postgraduate coursework degrees.

While UMPA welcomes many of the provisions of the Innovation and Education Legislation Amendment Bill 2001, we wish to take this opportunity to voice our concern over a number of elements of the bill.

2.  Postgraduate Education Loans Scheme (PELS)

This part of the submission relates to Schedule 3 of the Bill, “Post-graduate Education Loan Scheme”, Incorporating changes to the “Higher Education Funding Act 1988”, Chapters 4 and 5.

For a number of years, representative groups such as UMPA, and our peak body, the Council of Australian Postgraduate Associations, have been seeking to have the Higher Education Contribution Scheme extended within postgraduate studies.  While UMPA joins most other student representative organisations in seeking free and accessible education for all Australians, we also understand that there is currently a view that part of the cost burden of tertiary education should be borne by the student.  We see a non-differentiated HECS system as the best way to balance the desire for accessible education against perceived economic and policy imperatives.

UMPA is particularly concerned that the Postgraduate Education Loans Scheme is being treated as if it is a postgraduate equivalent to HECS.  This is simply not the case.  While PELS will be a boon for students having difficulty in paying their fees up front, in terms of the accessibility and equability of postgraduate education, the PELS scheme falls short of the mark.

2.1  Comparison of HECS and PELS

HECS

· The rate of HECS is uniform across all education institutions.

· The rate of HECS is externally set by government policy, and not by individual institutions.

· HECS is funded for.  A certain number of places are available each year, meaning the system is regulated.

· HECS works on the assumption that education provides a personal, as well as a social, benefit.
PELS

· The rate of PELS will be particular to each course at each institution.  Certain institutions will be able to leverage much higher fees from their students than other institutions.  Any system which limits the choices of equally academically meritorious students based on their ability to pay, is an inequitable system.  For this reason, HECS is obviously a far more equitable system than PELS.

An example of this at the University of Melbourne is a recent increase in the cost of Master by Coursework in Dental Science imposed externally by the University.  Fees have increased from $15,000 to $18,000 per year, making this course one of the most expensive postgraduate coursework degree in the country.  (This cost to students is the result of heavy subsidisation by the Faculty—the real cost of providing the degree is much higher.)  The result of the increase in fees was a reduction in the acceptance rate of applicants from 71% to 60%--a very significant reduction, and one which is alarming the Faculty.  The Faculty responded by offering more places to students with a lower entrance ranking.  It is also considering offering a fee bursary to increase acceptances.  It is clear that the reduction in acceptances is directly linked to the increase in cost—many students cannot now afford the course.  This is very clearly an important equity issue.

· PELS covers fees as set by the Institution.  Conversely, the rate of HECS is set by federal policy. Because the ability to defer payment may enable students to pay more than they would in an up front system, institutions may be tempted to increase their fees unrealistically. 

Recommendation:  Fees charged by institutions must be reviewed annually, and should not increase from year to year by more than CPI, without explicit ministerial approval.  Successful applications for such approval should be made public.

· Under PELS, the minister will be able to set limits on the maximum PELS debt allowed per student (proposed s.106ZD of the Bill).  When a student reaches the limit that they may borrow, they will be notified by the Commissioner of Taxation (proposed s.106ZE of the Bill).  This state of affairs seems to mean that a student will not be made duly aware of the amount of ‘PELS credit’ remaining to them on beginning a course.  Students should not be put in a situation where they are part way through a course of study before they find that they will not be able to pay fees for remaining units through PELS.

Recommendation:  Institutions must notify the Commissioner of Taxation of the total fee amount liable for the completion of a course of study, upon a student enrolling in that course of study.  If the student does not have sufficient PELS credits remaining to complete the entire course/degree, they must be notified before commencing.

· Postgraduate course fees are generally much higher than HECS fees.  Regardless of any provision for a cap imposed by the minister, the possibility for students accumulating large debts is increased.  Already, the HECS repayment threshold is far below the average wage.  Postgraduate students, who will already be privately subsidising a public benefit, will be forced to spend even longer repaying an even larger debt, despite not necessarily have received the private benefit of an above average wage.

Recommendation:  The repayment threshold for HECS / PELS must be returned to a level equal to the average male wage.

· For many courses, PELS will place the entire cost of education directly on the student.  For expensive courses, the student will not only be paying the full cost of their own degree, but a profit margin, meaning they will also be contributing to the cost of the education of others.  HECS, however, places only a limited percentage of the cost on the student, recognising that there is a very significant broad social benefit to be derived from education.  Education levels correlate directly with the economic, cultural and social health of society.  PELS maintains the fault inherent in any full fee paying education system—the individual pays the full cost of something which is of benefit to the greater society.

HECS is clearly a preferable system to PELS in this respect.

3.  Conclusion
The PELS scheme seems to be a knee-jerk reaction to the crisis in tertiary education funding.  The proposed system is inequitable.  

It is true that the full up-front fees funding of postgraduate coursework is hurting students, and hurting Australia’s ability to produce a cohort of well-educated, well-trained citizens.  PELS does represent a huge change for the better in so far as it removes the immediate hurdle of financial burden for prospective students.

However, the PELS system maintains all the inherent inequity of a fee paying system.  

In UMPA’s opinion, the best way and most equitable way to achieve the aims of the Innovation and Education Legislation, and the “Backing Australia’s Ability” policy package, is to abolish up front fees for all postgraduate degrees, and extend the HECS system to all postgraduate coursework.

UMPA would be pleased to assist the Inquiry in any further way.
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