
GOVERNMENT RESPONSE TO THE SENATE EMPLOYMENT, WORKPLACE RELATIONS, SMALL BUSINESS AND EDUCATION REFERENCES COMMITTEE REPORT UNIVERSITIES IN CRISIS – REPORT ON HIGHER EDUCATION (SEPTEMBER 2001)
Response to Recommendations in the Main Committee Report

1. Introduction

Recommendation One

The Committee recommends that the Government end the funding crisis in higher education by adopting designated Commonwealth programs involving significant expansion in public investment in the higher education system over a ten year period.

Government response

The Government does not accept the premise that there is a ‘funding crisis’ in higher education.

Universities are in a generally sound financial position and are adapting well to the challenging environment in which they are now operating.  This is due to the innovative and creative response of institutions to the flexibility and opportunity available under the policies of this Government.  These policies have allowed universities to achieve:

· growing revenues - total university revenues from all sources will be at the record level of an estimated $10.4 billion in 2002, almost $2 billion more than in 1995 (in cost adjusted terms);

· increasing student participation – in 2001 there were 478,000 equivalent full-time student domestic places in Australian universities, an increase of 55,000 since 1995;

· continuing high levels of graduate satisfaction – satisfaction among bachelor degree graduates, as shown by the broad satisfaction measure, remains very high at 90 per cent, maintaining the record high levels of recent years;

· good graduate employment outcomes - graduate employment remains at high levels, with  83 per cent of graduates in 2001 available for full time employment finding full time employment within four months of completing their degrees.  This compares to 80.8 per cent for 1999 graduates.  In 2001 starting salaries for bachelor degree graduates, as a proportion of average weekly earnings, were at their highest level since 1991 at 85.8 per cent.  The May 2000 unemployment rate among bachelor degree graduates was 3 per cent, comparing favourably with the overall rate of 7 per cent; and

· the success of Australian educational exports - education has become Australia’s third largest service export industry, generating earnings of over $4 billion each year, of which higher education students contribute over $2 billion.

The Government is committed to ensuring an accessible, quality higher education system in Australia.  While Australia’s total investment in higher education is already above the OECD average, the Government is currently delivering a significant injection of funding through the Backing Australia’s Ability initiatives and other measures such as the 2001-02 Budget measure to provide additional places to regional universities.  As a result of these initiatives, by 2004 annual Commonwealth funding to universities through the Education, Science and Training portfolio, including HECS, will be $480 million higher than in 2001 at around $6.3 billion (in non cost-adjusted terms) and there will be at least 8,300 more fully funded undergraduate places in 2004 than in 2001.

The Government has invited public discussion on the future policy directions of higher education over the coming months and has issued a series of discussion papers examining specific issues.  Among the issues being considered are the appropriate mix of funding mechanisms to promote a high quality and responsive higher eduction sector. The Government would like to see arrangements that build on the strengths, increase the diversity and recognise the special roles of institutions such as those in regional communities (see also Response to Recommendation 8).

2. Public Universities at a Time of Change

Recommendation Two

The Committee recommends that the Government promote national debate on the issues addressed in this report, and that a national summit, representative of cross sectoral interests, be convened to build consensus around the following principles:

· a clear assessment of the nation’s higher education needs both in the immediate and longer-term;

· a clear vision for the role of public universities in meeting those needs, including national social development and local or regional development needs.  This vision must clearly articulate:

· universities’ commitment to academic freedom and intellectual inquiry and to promotion of the public good;

· public universities’ responsibility for meeting national needs for education and research and the relative importance of these and commercial, including international education activities;

· the respective roles of public universities and private providers and VET institutions and providers in meeting needs for further education;

· agreed principles for universities’ commercial activities, which reflect universities’ status as public institutions accountable to both State and Commonwealth governments; and

· provision of public investment levels consistent with the agreed principles.
Government response

The Government partly supports the recommendation and has already engaged a debate about the challenges facing the higher education sector.

The Government has been and will continue, consulting widely during this year with stakeholders on longer term strategies for improving the sector.

The Government has frequently stated that the objectives for the sector are to:

· expand opportunity;

· assure quality;

· improve universities’ responsiveness to varying student needs and industry requirements;

· advance the knowledge base and university contributions to national innovation; and

· ensure public accountability for the cost-effective use of public resources.

3. The Funding of Higher Education

Recommendation Three

The Committee recommends that the Government review the differential HECS charge levels and lower HECS thresholds.  In the first instance attention needs to be paid to the removal of disincentives to mature age access, particularly in such areas as nursing.

Government response

The Government will give careful consideration to proposals brought forward in the Review of Higher Education in relation to HECS.

In general, the Government considers that differential HECS bands are a fair and equitable way to reflect the differing costs of delivering courses and their impact on the earnings potential of students.  On average, the Government pays 75% of the cost of a student’s course with students contributing around 25 per cent.   The Commonwealth provides students with access to an interest free income-contingent loan for their contribution. The Commonwealth, on average, pays around $12,000 a year (including the student contribution) for each university place.  

The current HECS repayment threshold ensures that students make a reasonable contribution to the costs of their education, but only when they are financially able to do so.  HECS debtors with low family income (as indicated by either exemption from, or reduction of, the Medicare levy) are exempt from making repayments in that year.  Also, the Higher Education Funding Act 1998 includes a provision for HECS debtors experiencing financial difficulties to apply to the Commissioner for Taxation to defer a compulsory repayment of a HECS debt to a time when they can afford it.

Nursing is in the lowest differential HECS band.  The wider issues surrounding the demand for, and supply of nursing education and training are being examined as part of the National Review of Nursing Education currently underway.  The Review is expected to report shortly.

Recommendation Four

The Committee also recommends that the Government phase out domestic students’ access to undergraduate places in HEFA funded courses on a fee-paying basis.  This policy is fundamentally inequitable and has no place in an Australian higher education policy based on the principles of equity and merit.

Government response

Generally the Government does not support phasing out access to undergraduate courses on a fee-paying basis and rejects the view that allowing fee-paying undergraduates is inequitable.

However while the Government is satisfied with the current HECS arrangements it will give careful consideration to proposals to the Higher Education Review which will bring sustainable improvements to arrangements for students to contribute towards the cost of their higher education.

The Committee suggests that fee-paying students should not have access to HEFA funded courses.  The Government notes, however, that funds are not appropriated through HEFA for specific courses.  HEFA funds places, not courses.  Institutions are required to provide a specified number of HECS-liable undergraduate places and a minimum number of total (undergraduate and postgraduate) HECS-liable places.  The suggestion that fee-paying students could be excluded from ‘HEFA funded courses’ is, therefore, based on a misunderstanding of the funding arrangements.  In 2002 the Government is providing a record number of fully-funded HECS-liable places which it expects institutions to allocate on the basis of academic merit.  

Phasing out fee-paying places completely will not enhance the principles of equity and merit.  Current safeguards ensure that no student is prevented from taking up a Commonwealth funded place by the existence of fee-paying undergraduates.  Fee-paying students are not counted towards meeting the targets for student places required as a condition of HEFA operating grants.  They are additional places.  The effect of the policy is to open up study opportunities that would not exist otherwise and to give Australian students the same opportunity to invest in their education as is available to overseas students.  

The impact of fee-paying students transferring to HECS places after their first year is negligible.  Of some 470,000 HECS-liable undergraduate students enrolled in 2001, only 105 had commenced in a fee-paying place in the same course in the previous year.  Fee-payers are 1 per cent of undergraduates.  Fee-payers who get HECS places in their second year are some 0.0002% of undergraduates.  There is no basis for believing that these students obtained a HECS liable place on any grounds other than merit.

The Government notes that fee-paying is not generally regarded as against the principles of equity and merit when it occurs at primary and secondary levels of education.  The Government believes people should have the option of paying for educational services as long as it is not to the detriment of non-fee paying students and that qualifications are only awarded upon reaching the required level of skill and educational attainment.

Recommendation Five

The Committee recommends that as a matter of urgency the Government undertake a review of the most appropriate indexation arrangements for university operating grants.

Government response
The Government has been, and will continue, consulting widely during this year with stakeholders on longer term strategies for improving the sector.  In these circumstances, a separate review of the most appropriate indexation arrangements is unnecessary.  

The Senate Committee’s Report states that “In 1996 the Government decided not to supplement budgets for the full amount of any agreed wage levels.  Instead, it indexed operating grants on the basis of an agreed Cost Adjustment Factor:…” (Page 49).  The statement implies that this was a decision of the current Government.  This is not true.  The decision to index operating grants using the Cost Adjustment Factor was taken in 1995 by the previous Government, when the now Leader of the Opposition, Mr Crean, was the responsible Minister.  The CAF took effect in 1996.  

Recommendation Six

The Committee recommends that the Ministerial Council on Employment, Education, Training and Youth Affairs (MCEETYA) commission a review of the costs of providing higher education for international students, with a view to ensuring that charges accurately reflect all direct and indirect costs.  The review should include an assessment of any additional support requirements for international students.

Government response

The Government does not support this recommendation.

The variability in costs faced by institutions and differences in the services they provide means that a review would be unlikely to arrive at a generally accepted cost for courses provided to international students.

Under Ministerial Guidelines, institutions are required to charge overseas students a fee of at least the full average cost of a course.  The Commonwealth sets an indicative minimum fee (between $8,670 and $17,840 in 2001 depending on the course).  Institutions can charge less than the indicative minimum fee only if that fee meets the full average cost and they have written permission from DEST.

Most institutions charge fees greater than the minimum fee.  The Government considers that managers at the institutional level are in the best position to understand the costs of overseas students to their institution.

The Auditor General of Victoria recently released a report, International Students in Victorian Universities.  The audit found that international students contributed $714.5 million to the Victorian economy in 1999, which was 0.47% of Gross State Product.  The audit concluded that international fees were a significant component of funds to faculties, capital expenditure, libraries and university wide support services, allowing universities to deliver educational services to all students.  It determined that universities ensured that fees paid by international students recovered the full cost of their education, and no cross subsidisation was occurring.

Recommendation Seven

The Committee recommends that as a matter of urgency the Government undertake a review of universities’ current practice concerning ancillary fees and charges, including for student accommodation.

Government response

The Government already monitors universities’ compliance with the Commonwealth’s Ancillary Fees Guidelines.

In 2001 the Government asked all Vice-Chancellors to provide information about current processes and mechanisms for ensuring that the requirements of the Ancillary Guidelines are known to the personnel in their institution who are authorised to set charges for relevant materials and services.  The Commonwealth is also examining whether there is a need for greater clarity in the Ancillary Fees Guidelines.  A final determination will be made following the Government’s consultations with the sector during 2002. 

Universities themselves have responsibility in relation to fees and charges for student accommodation.

Recommendation Eight

The Committee recommends that the Government alters current funding models and identify alternate models that would better reflect the specific needs of regional and new universities, and those serving large populations of disadvantaged students, as well as ensuring that the provision of places is in line with national needs.

Government response

The Government agrees that this issue warrants consideration and, accordingly, it will be one of the central issues on which it will be conducting consultations during this year.

The Government is of the view that without changes the current funding arrangements will be difficult to sustain in the longer term.  In particular the consultations will focus on developing arrangements that build on strength, increase diversity and enable universities to specialise in areas of excellence and in niches that are appropriate to their individual circumstances.

4. Governance and Regulation of Universities

Recommendation Nine

The Committee recommends that a formal inquiry be conducted into the auditing requirements of universities, covering both the scope of DETYA guidelines and the varying requirements of state foundation and audit acts.

Government response

The Government does not support a formal inquiry into the auditing requirements of universities but notes that the appropriateness of current reporting and regulatory requirements is one of the issues being considered as part of the Higher Education Review.

Under current arrangements, the legislative requirements for auditing of universities are a matter for establishing parliaments.  It is appropriate that each Auditor-General continues to audit the external financial statements of universities within their jurisdictions, in line with the relevant legislative requirements.

DEST’s financial reporting guidelines are reviewed annually.  The review for the 2000 guidelines involved consultation with the higher education sector, Commonwealth, State and Territory Auditor-General and financial officials, State and Territory education officials and the Australian National Training Authority.

Recommendation Ten

The Committee recommends that MCEETYA examine the current balance between Commonwealth and State responsibilities for higher education and consider the possible transfer of statutory powers for universities to the Commonwealth.

Government response

The Government does not currently support this recommendation, but welcomes submissions on this matter as part of the Higher Education Review.

The current balance of Commonwealth/State responsibilities were agreed at the 1991 Special Premiers’ Conference.  Specifically, the Commonwealth has primary funding and policy-making responsibility, while the States and Territories have responsibilities related to legislation, governance (including accreditation of non-self accrediting institutions, the recognition of new universities and the oversight of universities as statutory authorities) and the identification of broad priorities for the development of the sector.

The Government notes that the current mechanisms for working and consulting with the States/Territories (MCEETYA, the Joint Committee on Higher Education and the bilateral Joint Planning Committees) are generally effective.  

Recommendation Eleven

The Committee also recommends the appointment of Commonwealth parliamentary representatives, or parliamentary nominees, to governing bodies of universities in receipt of Commonwealth monies.

Government response
The composition of the governing bodies of universities is the responsibility of establishing parliaments.  They are entitled to invite, and legislate for, the appointment of Commonwealth parliamentary representatives.  Governance and management issues are being considered as part of the Higher Education Review including the size and number of members on university governing bodies, and the role of governing bodies in representing the interests of the institution as a whole, rather than sectional interests.

Recommendation Twelve

The Committee recommends that a national Universities Ombudsman be appointed, funded by the Commonwealth, after consultation with the states and national representative bodies on higher education, including staff and students, and that such an office include the power to investigate ancillary fees and charges and to conciliate complaints.  Students enrolled in Australian programs off-shore should have equal rights of access to the Ombudsman.

Government response

The Government is keeping an open mind on this proposal in the context of the Review of Higher Education.  If there appears to be strong support and a demonstrated need, then the Commonwealth will give further consideration to the idea.  Naturally the proposal could only be implemented with the agreement of States and Territories, who currently have this responsibility.

Recommendation Thirteen

The Committee recommends that a cross-sectoral advisory body be established to provide independent advice to government, and that this body include respected and experienced individuals reflecting community interests as well as those of higher education.  Issues to be referred to such a body could include:

· a review of the adequacy of student income support measures, particularly the impact of changes to the age of independence requirements for student income support, especially in relation to participation rates in higher education;
· a review of the cost for rural and regional families and students of participating in higher education;
· the effects of convergence between the higher education and VET sectors; and
· examination of the applicability of the Research Assessment Exercise developed in Britain as a basis for distributing public research funds on the basis of quality.
Government response
While the Government’s current view is that there are sufficient avenues available for the Government to receive independent advice, it will be considering the issue of higher education advisory structures in its public discussion of higher education policy.  

5. Quality and Diversity of Teaching

Recommendation Fourteen

The Committee recommends that the Australian Universities Quality Agency (AUQA):

· address the issue of course assessment to ensure the integrity of qualifications granted by Australian universities; and
· investigate the effectiveness and application of quality assurance regarding assessment procedures.
Government response

The Government agrees in principle with the recommendation and notes that the scope of the audits to be undertaken by the Australian Universities Quality Agency (AUQA) from 2002 enables it to assess the appropriateness and effectiveness of universities’ quality assurance plans and processes, including in relation to assessment.

Recommendation Fifteen

The Committee also recommends that universities collectively consider:

· the more widespread use of external examiners; and
· a greater use of moderation exercises across a number of universities.
Government response

This recommendation is for universities to consider.

The Government encourages best practice in assessment methodology in universities.  The Government is currently funding a project through the Australian Universities Teaching Committee (AUTC) on best practice in assessing student learning.  The project team is producing resources that can be used by all universities to assist teachers in assessing student learning.

Recommendation Sixteen

The Committee recommends that the Government ensures a high priority be given to funding to public universities to support on-line learning including:

· free bridging or pathway programs to university study to encourage as many people as possible to improve their education, with a view to providing an additional 100,000 places;
· an expansion in on-line courses for undergraduate students;
· increased development of on-line education materials; and
· an increase in the capacity of all universities to offer on-line courses to overseas students.
Government response

The Government agrees in principle with some aspects of the recommendation.  The Government is already active in supporting the development of on-line learning, through seed funding initiatives and the dissemination of best practice information.

Universities have been quick to adopt new technologies and to develop on-line study and education materials.  The growth in this area has been rapid in recent years, with a large proportion of undergraduate courses offered by Australian universities already having some on-line component.  Rather than adopting a centralised approach to developing this area of higher education, which is the implied suggestion of the Committee’s Report, the Government considers that it is best left to institutions, many of whom have developed highly strategic and integrated approaches to on-line learning.

A number of universities already offer full on-line courses or units of study to students overseas.  While such practices increase the diversity of course offerings, it cannot be assumed that all overseas students will embrace on-line learning.  Social and cultural issues will affect the acceptance of various forms of education delivery.

6. The Funding and Management of Research

Recommendation Seventeen

The Committee recommends that the Government contribute to the funding of the collaborative development of National Site Licence agreements with publishers to enable university libraries to gain greater access to the widest possible range of on-line serials and other research materials.

Government response

The Government agrees with the recommendation in principle.

For some time the Government has supported the development of collaborative national site licences for research journals.  Funding was earmarked in Backing Australia’s Ability (BAA) for this purpose, as part of the $246 million Strategic Infrastructure Initiative.

The Government is currently exploring ways to progress the proposal to develop National Site Licences.

Recommendation Eighteen

The Committee recommends that the Government review the balance between the level of block funding provided under the Institutional Grants Scheme (IGS) and that provided under competitive grants.

Government response

The Government welcomes submissions on this matter as part of the Higher Education Review.

The Government notes that the Universities in Crisis report provides no evidence to support the assertion that the funding balance is excessively skewed towards competitive grant programmes.  In 2002, around $410 million in block funding has been allocated to universities for research and research infrastructure and a further $617 million has been allocated for research training, including funding for Australian Postgraduate Awards (APA) and International Postgraduate Research Scholarships (IPRS).  Competitive research grants through the Australian Research Council will total $272 million in 2002, and will be around $500 million in 2006 as a result of the Backing Australia’s Ability increases.  A number of other agencies, including the National Health and Medical Research Council, provide competitive grants.

The Government’s decision to allocate the largest proportion of the additional funding provided in Backing Australia’s Ability through ARC competitive programmes ($736 million), reflects the recommendations of the Chief Scientist’s report on Australia’s science capabilities and the Innovation Summit Implementation Group.

Recommendation Nineteen

The Committee recommends that the Government consider removing the following two items as components of research income for the purposes of the IGS:

a. universities’ own investment of funds (from endowment income etc) on research; and
b. income from consultancies that do not involve the development of new knowledge.
Government response

The inclusion of universities’ own investment income is justified to the extent that it encourages philanthropic support for Australian research and innovation.  Investment income from endowments can only be counted in the IGS formula if the donor has specified that the funding must be used for research purposes.  Endowments, which are for spending by a university according to its discretion, are ineligible.  This is consistent with the recommendations of the Innovation Summit Implementation Group. 

Income from consultancies that do not involve the development of new knowledge is already explicitly excluded from the IGS formula.

Recommendation Twenty

The Committee recommends that Australian Research Council grants schemes be reviewed to ensure they reflect:

· adequate support for both basic and applied research and for the humanities and social sciences;
· support for emerging disciplines and early career researchers; and
· implementation of a range of strategies to assist new universities to develop their research and training capacity.
Government response

The Government has recently reviewed the operation of the ARC and its programs.  Many of the new arrangements only came fully into effect during 2001. The Government will continue to monitor and review ARC grant programmes to ensure they continue to effectively support the advancement of knowledge and contribute to the maintenance of a strong national innovation system.  The Australian Research Council’s national competitive grants programmes support excellent research across a broad spectrum of disciplines.  

Grant applications are subject to a rigorous process of peer review, and recommendations for funding are made on the advice of Expert Advisory Committees, comprising acknowledged experts in particular fields.  The balance of funding between programme elements is considered annually by the Board of the ARC.  In addition, the national competitive grants programmes commenced in 2001 and it would appear premature at this stage to conduct a review of the new arrangements.

On 29 January 2002 the Minister for Education, Science and Training, the Hon Dr Brendan Nelson MP, announced the Government’s decision that 33 per cent of the funding available in the ARC’s 2003 funding round would be directed to four research priority areas - Nano and Bio-Materials; Genome-Phenome research; Complex Systems; and Photon Science and Technology.

Excellent research across the range of disciplines in basic and applied areas (including the humanities and social sciences) will continue to be supported by the ARC and will benefit from the doubling of ARC funding over 5 years announced in Backing Australia's Ability.

ARC programmes already include mechanisms to assist early career researchers, through the provision of postdoctoral research fellowships (which have doubled in number since the Government's commitment in Backing Australia's Ability to double the ARC's funding over 5 years), and provide opportunities for early career researchers to apply for Discovery research grants.

The ARC conducts regular formal visits to all Australian universities to discuss research policy issues with senior management.  The executive directors responsible for management of the ARC's six disciplinary clusters (Biological Sciences and Biotechnology, Physical and Earth Sciences, Engineering and Environmental Sciences, Mathematics, Information and Communication Sciences, Social, Behavioural and Economic Sciences, and Humanities and the Creative Arts) liaise with the research community and users of research concerning strategic issues in each area.

Recommendation Twenty-One

The Committee recommends that the Government double the number of research fellowships available to Australian researchers.  Such fellowships should assist both early and mid career researchers, as well as providing a new range of assistance to outstanding researchers through a new program of elite fellowships designed to retain our brightest minds in Australian universities.

Government response

The Government supports the recommendation in principle and notes that as part of Backing Australia’s Ability the Government is providing $736 million over five years to double the funding of the Australian Research Council.  Amongst other measures, this funding has enabled the introduction of Federation Fellowships and the doubling of funding for postdoctoral research fellowships.  25 Fellowships have already been allocated and applications are now open for a further 25 Fellowships for take-up in 2003.  

The 2002 Federation Fellowships have brought home 8 Australian researchers currently holding research posts in prestigious institutions in the USA, Europe and Asia and helped retain in Australia a further 16 of our best researchers.  Also, the Fellowships have attracted a top researcher from Sweden.

In addition to the Federation Fellowships, another 163 research fellowships were offered in 2002.  15 of these brought home leading Australian researchers who were working overseas.

Recommendation Twenty-Two

The Committee recommends an increase in the level of support provided under the Research Infrastructure Block Grant (RIBG) scheme.  To limit the immediate budgetary impact, this could be done on a phased basis, until the ratio reaches the level of 45c expenditure on infrastructure for every dollar of competitive grant income.

Government response

The Government will consider its overall level of funding for Higher Education and the priority given to the various funding programmes following the current Higher Education Review.  

The Government is already injecting $337 million over five years into the RIBG Scheme to maintain it at the acceptable level of around 20c for every dollar of competitive grant income.  

The Government also provides direct research infrastructure funding through a variety of mechanisms in addition to RIBG, including the Systemic Infrastructure Initiative, the ARC Linkage – Infrastructure scheme, Major National Research Facilities programme and the Institutional Grants Scheme.

Recommendation Twenty-Three

The Committee recommends that DETYA review the Research Training Scheme (RTS) criteria so that research in emerging disciplines can be supported as areas where major contributions to innovation can be made.

Government response

There is nothing in the current RTS criteria that prevents an institution from supporting research in emerging disciplines where major contributions to innovation can be made.  In fact the Government expects universities to do so and has sought to increase accountability for research and research training expenditure through agreed public Research and Research Training Management Reports. 

The Government notes that there is no requirement for the internal allocation of RTS funds to reflect the past contribution of disciplines to the performance of institutions, on which funding is based under the RTS formula.

Recommendation Twenty-Four

The Committee recommends that the Government upgrade the Science, Engineering and Innovation Council into a Council with responsibility of providing expert advice across the widest range of disciplines, including sciences, engineering, the humanities and social sciences.

Government response

The Government does not support this recommendation.  

The role of Council is to be the Government's principal source of independent advice on issues in science, technology and engineering and the contributions these make to Australia’s economic and social development and innovative capacity.  In cases where issues relating to science, technology and engineering interplay with other disciplines, PMSEIC has always drawn on the expertise of those from other disciplines including the humanities and social sciences.

Recommendation Twenty-Five

The Committee recommends that the Office of the Chief Scientist be made a full time position.

Government response

The Government does not accept the recommendation.  It is reluctant to change an arrangement which has worked very well to date.

The Chief Scientist's duties are undertaken part time as a means of ensuring that the Chief Scientist's advice remains genuinely independent, and is based on close and continuing contact with industry and research communities.  Assistance is provided to the Chief Scientist in undertaking his duties through dedicated secretariat support provided by the Department of Education, Science and Training and regular discussions between the Minister for Science and the Chief Scientist ensure that other means of complementing and augmenting the Chief Scientist’s activities are considered.

Recommendation Twenty-Six

The Committee recommends an expansion of the Cooperative Research Centres Program to ensure the incorporation of the humanities, social sciences and creative arts.

Government response

The next selection round for CRCs will be in 2004.  A major review of the Programme is planned for 2003 to allow any necessary revisions of the guidelines to be in place for that selection round.  Proponents of expanding the CRC programme to incorporate the humanities, social sciences and creative arts will have an opportunity to present their case.  

7. The Commercial Operations of Universities

Recommendation Twenty-Seven

The Committee recommends that the MCEETYA should formally commission a review addressing the commercial accountability framework as it applies to universities as well as broader public policy issues including the need for a ‘public interest’ test for commercial operations.  Such a review should include consideration of universities’ legal liabilities for commercial operations and associated risks.

Government response

The broad issues regarding accountability and commercial operations are being canvassed during the public discussions the Government is having on the future policy directions for higher education.

The Government will continue to facilitate improvements across the States and Territories with the assistance of MCEETYA.  In this respect the Government has already conducted a study (with the assistance of the law firm Phillips Fox) on the regulatory framework applying to universities.  The final report of the study was released in April 2002.  The study will assist governments in each jurisdiction to ensure that an appropriate regulatory framework is in place.

The States continue to actively review the accountability framework for commercial operations in their jurisdictions.  For example New South Wales has recently completed a process of legislative reform with bills passed last year to explicitly empower universities in NSW to pursue commercial activities.  Victoria has recently completed a review of university governance to develop options for appropriate corporate governance and accountability for Victorian universities.  Other States have also been active in this area.

Recommendation Twenty-Eight

The Committee recommends that proposals for commercial investments or undertakings should be subject to full disclosure and scrutiny by councils and associated committees and should conform to all relevant legislation and recognised standards of public disclosure.

Government response

The establishing Acts of all universities provide for a governing body to manage and control the university.  These bodies are entitled to require full disclosure of any proposals for commercial investments or undertakings by the university.  They may also elect to delegate such matters.

Universities, which are generally statutory bodies, must comply with legislative requirements operating in their jurisdictions concerning proposals for commercial investments.  Controlled entities established by universities are already subject to legislation (eg Corporations Law) and there are likely to be other formal reporting and disclosure arrangements with the university.

In several jurisdictions, the engagement of universities in commercial and off-shore ventures has led to questions by State Auditors-General about the authority for universities to undertake such ventures, their capacity to do so effectively, and their treatment of potential profits from such ventures.  These are matters for review by the respective State/Territory governments.

Recommendation Twenty-Nine

The Committee recommends that the Government address the current ambiguity governing the taxation status of universities’ commercial arms and their compliance with the principles of competitive neutrality.

If there are genuine public interest reasons for competitive neutrality principles to be over-ridden, these should be stated explicitly and appropriate legislative steps taken to protect the legal position of universities.
Government response

An organisation can be endorsed as an income tax exempt charity (ITEC) where it is non-profit, it is for the public benefit, and its dominant purpose is a charitable purpose, such as the advancement of education.

For a university to be non-profit and for the public benefit, it must be a public university that does not distribute profits or assets for the benefit of particular persons.  For a university to have the advancement of education as its dominant purpose, any commercial purposes (or other non‑commercial purposes) must be incidental or ancillary to the university's advancement of education.

The requirement for charities to be endorsed by the Australian Taxation Office in order to gain income tax exempt status, introduced by the Government in July 2000, is designed to prevent abuse of the income tax exempt status of charities and provide certainty for the charitable sector.  Where an organisation is endorsed, the income tax exempt status is enjoyed by the whole organisation. 

The issues taken into account when considering the endorsement of organisations are questions of fact.  Accordingly, the endorsement of ITECs is done on a case-by-case basis.  The Government considers such case-by-case endorsement to be appropriate.

The Government announced the establishment of an Inquiry into the Definition of Charities and Related Organisations on 13 April 2000 in order to obtain options for enhancing the clarity and consistency of the existing definitions of charities and related organisations in Commonwealth law and administrative practice.  The Treasurer released the Inquiry's Report on 24 August 2001.  The Government is giving careful consideration to the issues raised.

The Competitive Principles Agreement between the Commonwealth and States and Territories provides that the principle of competitive neutrality applies only to the business activities of public owned entities, not to the non-business, non-profit activities of these entities.  The Commonwealth’s position is that the core teaching and research activities are non-business, non-profit activities.

In relation to other activities, the Commonwealth expects that universities will comply with the Agreement.  The Government notes that in 1999 the COAG Committee on Regulatory Reform Sub-Group on Higher Education considered introducing a common approach to the application of competitive neutrality principles across the States and Territories.  The Sub-Group decided that it would remain up to States and Territories to determine whether universities in their jurisdictions are complying with the principles of competitive neutrality.

Recommendation Thirty

The Committee recommends that MCEETYA identify the key elements that should be included in universities’ policies and practices concerning academic consultancies and that the AUQA be required to examine these policies and practices as part of its audit of educational institutions.

Government response

The Government supports universities having in place appropriate policies and practices concerning academic consultancies.  It believes that such matters are the responsibility of university governing bodies, as these matters are about the appropriate use and protection of university resources and the conditions of employment of staff.

A recent survey by the AVCC has revealed that all universities now have in place formal policies in respect of outside work undertaken by academic staff.  Some of the common features of these policies include limits on the amount of outside work by academics, prescribed approval processes to undertake such work and clearly defined accountability arrangements to ensure adherence to the policies of the university.

Recommendation Thirty-One

The Committee recommends that the Government, in consultation with MCEETYA, develop a broad policy framework for commercialisation of research to ensure that public interest and probity considerations are given due weight in universities’ individual policies and that there is due diligence and full scrutiny by university governing bodies of all proposals for commercialisation of research.

Government response

The Government believes that commercialisation of research is in the public interest and encourages universities to put in place policies and procedures to ensure university interests are protected and that there is probity in dealings related to the commercialisation of research.  

The Government notes that the main elements of its broad policy framework for commercialisation of research are already in place.  The Commonwealth, States and Territories have recently cooperated in the development of National Principles of Intellectual Property Management for Publicly Funded Research.  These specify that research institutions, including universities, will have policies and practices that govern their management of intellectual property, including in relation to potential conflicts of interest.  Furthermore, universities receiving Commonwealth research funding are required to submit Research and Research Training Management Reports which outline their policies for managing, protecting and exploiting intellectual property, the commercialisation of research, and management of research contracts.  In addition, institutions are expected to describe their practices for identifying intellectual property with commercialisation potential, assigning intellectual property rights, research commercialisation strategies and related governance arrangements.  Reporting arrangements in relation to the commercialisation of university research are being strengthened in 2002.

Institutions’ governing bodies already have the authority to require full disclosure of commercialisation activities or to delegate this power if they wish, in accordance with their own act of establishment.  The intellectual property and commercialisation policies of many  universities require staff members to formally report on research they are conducting that may have commercial application.  Proposals are usually made in writing to the Pro-Vice Chancellor/ Deputy-Vice Chancellor (Research), or delegated representative/s of the institution, who will act on behalf of the university to assess the benefits of the proposal and will decide whether the university wishes to be involved in the commercialisation of the research.

Recommendation Thirty-Two

The Committee recommends that the Government, as part of its development of commercialisation policy, consider establishment of an Innovation Grants Program from within existing resources to provide seed funding to university owned (or majority-owned) companies to address the current lack of start up capital.

Government response

The issue of capital for university based start-up companies has already been addressed through the Backing Australia’s Ability initiatives.  The package includes the new Pre-Seed Fund totalling $78.7 million.  It will target commercially promising research and development opportunities at the pre-seed stage within Australian universities and Commonwealth Government owned research agencies.  The fund will be managed by experienced private sector venture capital fund managers who have extensive experience in public sector research commercialisation and venture capital investment at the pre-seed stage.

Other BAA measures will also assist in the commercialisation of research, including the expansion of the Commercialising Emerging Technologies (COMET) Program, the Biotechnology Innovation Fund and the 175% R&D Tax Concession 'Premium' for Additional R&D.

Recommendation Thirty-Three

The Committee recommends that the States and Commonwealth (through MCEETYA) consider the benefits inherent in the Commonwealth, with its major funding responsibility and greater resource base, assuming responsibility for monitoring universities’ financial operations, including the operations of commercial arms.

Government response

The Government will consider submissions received on this matter as part of the Higher Education Review.

The Government currently supports the division of Commonwealth/State responsibilities agreed at the 1991 Special Premiers Conference.  State Parliaments and Auditors-General play a critical role in monitoring universities financial operations (including the operations of commercial arms) within their jurisdictions.  

The Commonwealth also monitors the financial performance of public universities based on their audited financial statements and through the bilateral consultations with universities on their Educational Profiles.  It uses audited financial statements to assess whether controlled entities have any significant negative effect on the operations of universities.  The Department of Education, Science and Training also monitors each institution’s overseas student activity and risk management with respect to revenues and expenditure on that activity.

8. Participation in Higher Education

Recommendation Thirty-Four

The Committee recommends that the Government examine new ways of encouraging the participation in higher education of educationally disadvantaged Australians, particularly Indigenous students.

Government response

The Government agrees in principle with this recommendation.   

The Government welcomes proposals to the Review of Higher Education on new ways to increase participation in higher education by educationally disadvantaged Australians.

The Government encourages the participation of educationally disadvantaged Australians, including Indigenous students, in higher education.  In the 2001-2002 Budget, the Government announced a new programme to support students with high cost disabilities.  It also introduced the Postgraduate Education Loan Scheme, which commenced in 2002, to improve access to postgraduate coursework opportunities.

The number of students enrolled in universities in the six equity groups identified by the Commonwealth has increased over the last decade in line with the overall increase in participation during this period.  Five of the six equity groups have modestly increased or had a stable share of domestic student enrolments.  The proportion of students from non-English speaking backgrounds has declined slightly in recent years but this is thought to be mainly due to migration patterns.  Although the trends are encouraging, the Government would like to see even greater improvement.

The Government is concerned that Australia’s Indigenous students suffer the most educational disadvantage.  The National Indigenous English Literacy and Numeracy Strategy aims to ensure that every Indigenous child leaving primary school should be numerate and be able to read, write and spell at an appropriate level.  This strategy should impact upon Indigenous retention rates and subsequent participation in higher education.  Indigenous Support Funding is provided as part of operating grants for universities to meet the special needs of Aboriginal and Torres Strait Islander students.  

Funding support to improve the higher education participation of other equity groups is provided through the Higher Education Equity Programme.  Among other things, the programme funds a network of Regional Disability Liaison Officers, to assist students with disabilities into higher education and to support their transition from study to work. 

The deferred payment arrangements of the Higher Education Contribution Scheme (HECS) are designed to ensure that no student is prevented from attending university because of having to pay tuition fees up-front. 

9. Staffing in Public Universities
Recommendation Thirty-Five

The Committee calls on the Government to acknowledge that Australia is facing a loss of experienced academics as a result of comparatively poor salary rates in Australia and recommends that the Government increase public investment in higher education to enable an increase in salary levels.

Government response

The Government disputes the premise of this recommendation.

The market for knowledge workers is international.  It is inevitable that some talented young people will leave Australia to gain experience and seek opportunities overseas.  Many return having benefited significantly from the experience.  A recent study by Dr Robert Birrell of the Centre of Population and Urban Research, Monash University (Skilled Labour: Gains and Losses, July 2001) has revealed that more highly skilled workers come to Australia from overseas than leave.  The study also found that much of the movement of Australians out of the country is not permanent and that a significant proportion of these individuals return to Australia in due course.

Australia also attracts large numbers of academics and researchers.  Department of Immigration and Multicultural and Indigenous Affairs research shows that immigration of university lecturers and tutors exceeded emigration by thirteen per cent over the past five years.

Australia’s ability to retain and attract highly skilled people depends principally on there being suitable employment opportunities for them in Australia.  In this context, the initiatives announced in Backing Australia’s Ability, which are directly providing some $1.3 billion for university research and research infrastructure over five years, will greatly enhance the environment for research and innovation in Australia, including within our universities.  Backing Australia’s Ability will also provide additional support for Cooperative Research Centres, for major national research facilities, and for centres of excellence in biotechnology and information and communications technology.

A portion of the funds provided through Backing Australia's Ability is being used to support a new programme of Federation Fellowships, each worth $225,000 a year for five years, while the number of Australian postdoctoral fellowships is being doubled.  These initiatives will significantly improve Australia’s capacity to attract and retain researchers of outstanding calibre.  Indeed, there are already indications that a number of high profile Australian researchers based overseas are taking steps to accept appointments in Australia.

Recommendation Thirty-Six

The Committee recommends that DETYA include an emphasis on professional development in profile discussions with universities and that funding be identified for professional development including:

· expansion of the Excellence in Teaching Awards program; and
· the development of a program of professional development for academics, including formal teaching qualifications.
Government response

The Government notes that these arrangements are predominately in place.  

As part of its Educational Profile, each university is required to submit quality assurance plans that outline its objectives and plans for professional development.  The plans indicate that universities take this responsibility seriously and that many have implemented innovative programs that demonstrate excellent practice in this area.  A good example is the Foundations of University Teaching Program at Flinders University.

The Australian Awards for University Teaching, established in 1997, are among the world’s most substantial in their field and represent an annual commitment of approximately half a million dollars in prize money.

The issue of professional development for academics has recently been addressed in the Issues Paper - Striving for Quality: Learning, Teaching and Scholarship as part of the Higher Education Review.  It would appear that whilst most institutions have dedicated teaching and learning centres with staff providing professional development opportunities in teaching and learning issues, only a small proportion of teaching academics take part in professional development.   As professional development for academics is not generally accredited it is possible that this demotivates staff updating their professional development.  Professional development issues will be further considered and discussed as part of the Review.
10.  Universities’ Contributions to Regional Development and Exports
Recommendation Thirty-Seven

The Committee is concerned that present resources for access by universities in regional areas to high bandwidth and telecommunications links are inadequate and recommends that the Government provide extra assistance to address this problem.

Government response

Extra funds to assist regional universities gain access to high bandwidth and telecommunications links were provided as part of Backing Australia’s Ability.  Under this initiative the Government is providing $246 million over five years for systemic research infrastructure.  Priority will be given to innovative and cost-effective approaches to improved bandwidth, particularly in regional Australia.  A substantial proportion of funds allocated under the Rationalisation and Restructuring Programme were provided for the enhancement of ICT infrastructure.  There has also been $3 million from the Higher Education Innovation Programme provided for additional bandwidth.

Recommendation Thirty-Eight

The Committee recommends that the need to develop a strategy for development and support of regional universities and students living in regional areas be referred to the proposed advisory body, in consultation with state governments.

Government response

As noted in the response to Recommendation 13, the Government is considering the issue of higher education advisory structures in its public consultations on higher education policy.  It will also be consulting widely on best arrangements for recognising the special role of institutions in regional communities.

The Government notes that it provides a wide range of support to regional universities and campuses including:

· over $1 billion a year to regional universities in operating grants;

· some 100,000 full time student undergraduate places for Australian students in the regions – as compared to 91,000 in 1995;

· $177 million for physical and electronic infrastructure at regional universities;

· $34.8 million (in 2001 dollars) over four years for an additional 670 new university places each year for regional universities and campuses;

· $13 million over four years to improve access to undergraduate nursing education for rural and regional students

· $3.2 million for expanded bandwidth access at regional universities;

· a Regional Protection Fund of $6 million over three years to ensure that regional universities do not lose research funding in the first three years of the Research Training Scheme (RTS) and Institutional Grants Scheme (IGS); 

· $10 million for a collaborative research programme on issues of benefit to regional communities; and 

· 100 bonded scholarships to encourage medical students to work in regional areas.  Nine new rural clinical schools and two University Departments of Rural Health costing $217 million have been established.

Recommendation Thirty-Nine

The Committee recommends that the Government address as a matter of urgency the potential of the current round of General Agreement on Trade in Services (GATS) negotiations and resultant trade agreements to put at risk our national capacity to shape the future of our higher education system.

Government response

In early October 2001, the Government tabled a communiqué at the WTO Services meeting in Geneva, which outlined Australia’s interests and priorities for the education services negotiations.  The communiqué clearly stated that the Australian Government retains its right to continue to fund, deliver and regulate the education and training sector, including its right to set and retain nationally agreed standards.

The communiqué, as endorsed by State and Territory Governments and the Australian Vice-Chancellors’ Committee, acknowledges the benefits of trade in education services, promotes Australia’s existing GATS commitments on education and seeks matching commitments from other WTO members.

The Government will undertake further research and consultation to finalise the Australian position before the commencement of the ‘request-offer’ stage of the GATS negotiations.

Response to recommendations in the Democrats Supplementary Report

Recommendation (1): that at minimum, $500 million additional funds is committed to university operating grants in 2002, as part of a 20% increase over 3 years to take account of unfunded changes in cost structure since 1996.  That this 3 year initial re-investment be the basis of a 10 year commitment that is a more realistic basis for public investment in higher education.

As stated in the response to Recommendation 1 of the main committee report, the Government does not accept the premise that there is a ‘funding crisis’ in higher education.

Universities are in a generally sound financial position and are adapting well to the challenging environment in which they are now operating.  This is due to the innovative and creative response of institutions to the flexibility and opportunity available under the policies of this Government.  These policies have allowed universities to achieve:

· growing revenues - total university revenues from all sources will be at the record level of an estimated $10.4 billion in 2002, almost $2 billion more than in 1995 (in cost adjusted terms);

· increasing student participation – in 2001 there were 478,000 equivalent full-time student domestic places in Australian universities, an increase of 55,000 since 1995;

· continuing high levels of graduate satisfaction – satisfaction among bachelor degree graduates, as shown by the broad satisfaction measure, remains very high at 90 per cent, maintaining the record high levels of recent years;

· good graduate employment outcomes - graduate employment remains at high levels, with  83 per cent of graduates in 2001 available for full time employment finding full time employment within four months of completing their degrees.  This compares to 80.8 per cent for 1999 graduates.  In 2001 starting salaries for bachelor degree graduates, as a proportion of average weekly earnings, were at their highest level since 1991 at 85.8 per cent.  The May 2000 unemployment rate among bachelor degree graduates was 3 per cent, comparing favourably with the overall rate of 7 per cent; and

· the success of Australian educational exports - education has become Australia’s third largest service export industry, generating earnings of over $4 billion each year, of which higher education students contribute over $2 billion.

The Government is currently delivering a significant injection of funding through the Backing Australia’s Ability initiatives and other measures such as the 2001-02 Budget measure to provide additional places to regional universities.  As a result of these initiatives, by 2004 annual Commonwealth funding to universities through the Education, Science and Training portfolio will be $480 million higher than in 2001 at around $6.3 billion (including HECS) (in non-cost adjusted terms) and there will be at least 8,300 more fully funded undergraduate places in 2004 than in 2001.

The Government has been and will continue consulting widely with stakeholders and taking advice from a range of sources on longer term policy and funding issues.  The consultations are focussing on developing arrangements that build on strengths, increase diversity and recognise the special roles of institutions such as those in regional communities.

Recommendation (2) : That the Government bring forward the increases in ARC Competitive Grants and research infrastructure announced in Backing Australia’s Ability such that one third of the total increase is effective in 2002, two thirds in 2003 and the total in 2004.

The Government does not support this recommendation.  

There are significant funding increases in each year of Backing Australia’s Ability.  In 2002, for example, there will be an additional $112 million for the Australian Research Council, university places, and research infrastructure alone (including the HECS component of the additional places).

This approach recognises that universities and research agencies need time to plan for additional university places, fellowships and other measures.  

Recommendation (3): That the Commonwealth apply financial penalties for States and Territories that have not enacted relevant legislation to give force to the National Protocols by December 31, 2002.

The Government is not intending to apply financial penalties in relation to the National Protocols.

The Government’s preferred approach is to work with the States and Territories in implementing the National Protocols.  Several are already in the process of introducing or amending legislation or have completed that process.  The Joint Committee on Higher Education, a committee of Commonwealth, State and Territory higher education officials, is monitoring the implementation of the Protocols.

Recommendation (4):  That the very different goods achieved by public and private provision of education and research is formally recognised in funding and policy.

The Government rejects the notion that “very different goods” are achieved by public and private provision of education and research.  

The Government believes that its current policy settings have achieved a good balance between public and private support for higher education and research.  The Government will continue to review its policy settings to ensure that it can assist both public and private universities to develop further in the future. 

As noted above, the Government has been and will continue consulting widely with stakeholders and taking advice from a range of sources on longer term policy and funding issues, including funding and policy for private providers of higher education.

Recommendation (5) : That the number of fully funded postgraduate research students be restored to 2000 levels of 25,000 EFTSU.

The Government’s Research Training Scheme is a significant improvement on the arrangements which previously existed to support research training.  

Prior to the commencement of the scheme, many universities had grown research student numbers beyond the number of HECS-exempt places provided by the Government.  This led to justified concerns about the quality of the research training environment and supervision, high attrition rates and slow rates of completion.

Under the new arrangements, all commencing Commonwealth funded research training places are HECS-exempt and allocated through a performance-based formula that ensures they are distributed according to the capacity of universities to properly support them.  In 2002 it is estimated that there will be some 22,100 Research Training Scheme places provided, up from 21,644 in 2001.

In relation to the research training ‘gap’ places, or places provided in 2000 in excess of the allocation of HECS-exempt research training places, universities were given the option of transferring those places to non-research areas, or retaining them as research places on the condition that they be subject to the performance based formula once the student occupying them completed their studies.  Many universities elected to return these places to coursework and undergraduate places.

Recommendation (6): That additional funds of $10 million be allocated to the ARC for a “reflections” program that gives academics grappling with fundamental conceptual issues in their disciplines, notably the core sciences and humanities teaching relief to enable and encourage considered reflection and speculation.

The Government does not support this recommendation.

An additional $736 million over five years is being provided over five years under Backing Australia’s Ability to double funding for the ARC’s National Competitive Grants programme.  This will provide ample opportunity for the ARC to support academics undertaking fundamental research across all disciplines.

In addition, institutions may choose to use their own resources to support staff to focus on research or related activities in the course of their professional development.

Recommendation (7): That a term of reference for the cross-sectoral advisory body be ongoing cost-benefit analysis of reporting requirements and provision of advice to the Minister of important gaps in data.

As noted in the response to Recommendation 13 of the main committee report, the Government is considering the issue of higher education advisory structures in its public discussion of higher education policy.  

Recommendation (8): That differential HECS be abolished and a single HECS rate scheme is set at the current band 1 level.

In general, the Government currently considers that differential HECS bands are a fair and equitable way to reflect the differing costs of delivering courses and their impact on the earnings potential of students.  That said, the Government will give careful consideration to proposals brought forward in this year’s Higher Education Review which could bring sustainable improvements to arrangements for students to contribute towards the cost of their higher education.

Recommendation (9): That HECS-exempt places are provided for teaching qualifications for students in science and mathematics to encourage a reversal of the serious shortage of qualified science and maths teachers in primary and secondary education.

The Government does not support the provision of HECS-exempt non-research places.

The Government also notes that 2002 university admissions centre figures suggest an upsurge in demand for teacher training places.

The Government’s Backing Australia’s Ability initiative provided an additional 2,000 new places each year from 2002 in the priority areas of mathematics, science and information and communications technology, which will have a tangible impact on improving science and maths teaching in primary and secondary education.  A number of the courses funded under the initiative directly target improved teaching in these areas.

Recommendation (10):  That the HECS repayment threshold be restored to average male earnings over the next three financial years.

The Government considers that the current threshold is fair and ensures that students make a reasonable contribution to the costs of their education, but only when they are financially able to do so.  HECS debtors with low family income (as indicated by either exemption from, or reduction of, the Medicare levy) are exempt from making repayments in that year.  Also, the Higher Education Funding Act 1998 includes a provision for HECS debtors experiencing financial difficulties to apply to the Commissioner for Taxation to defer a compulsory repayment of a HECS debt to a time when they can afford it.

As noted in response to the Democrat’s Recommendation 8, the Government will consider proposals relating to this issue in the Higher Education Review.

Recommendation (11):  That growth funding to institutions be contingent on their capacity to meet agreed targets of increasing participation from Indigenous, low SES, rural, regional and remote students.

The Government takes a variety of factors into account when allocating growth places, including whether the additional places will meet unmet demand and improve higher education participation rates.

The consultations taking place for the Review will examine, among other things, ways in which funding arrangements can best recognise the special roles of some institutions such as those in regional communities and will consider mechanisms to increase the participation of educationally disadvantaged groups, including those identified students with disabilities.

Recommendation (12): That the Government provide 10,000 HECS-exempt scholarships to be allocated to fields of study deemed to be areas of national strategic importance (ie. photonics) or areas where there is unmet demand for graduates but little private benefit but high public benefit (eg nursing).

As noted above, the Government does not support the provision of HECS-exempt places.  There is no evidence that HECS is a significant factor in relation to demand for particular courses of study.

Recommendation (13):  That additional HECS places be provided for postgraduate coursework studies.

The Government does not support the recommendation.  There is no case for additional places as universities do not currently use all of the HECS places now available for postgraduate coursework students for provision at that level.  The Government believes that the Postgraduate Education Loan Scheme addresses equity concerns and allows people to undertake study without having to pay upfront fees.

Recommendation (14): That the current parental income threshold be lifted.

The Government believes that the current parental income test threshold for dependent young people receiving Youth Allowance is appropriate, and works effectively in targeting these payments to those families and young people that are most in need.  The parental income test has been eased under Youth Allowance compared to the former AUSTUDY scheme, and research from the Youth Allowance Evaluation indicates that the majority of parents support the principle of parental means testing.  The Government continues to work on ways of providing better and more targeted assistance to families with dependent children and young people.

Recommendation (15): That the age of independence be lowered to 18, failing that, 21.

Following the recent completion of the Youth Allowance Evaluation, the Government will be considering the age of independence under Youth Allowance, along with many of the other issues raised, for further policy development.  There is, however, no immediate intention to change this policy.

Recommendation (16): That all forms of student income support be raised to parity with the age pension over a 5 year period.

Rates of youth and student income support have historically been lower, reflecting lower wages for young people in the labour market and the Government's desire to encourage participation in employment.  Youth Allowance and Austudy rates are adjusted every year in line with changes to the cost of living.  Any further increases would need to be considered carefully as they would involve substantial additional outlays.  There is no justification for aligning youth and student income support with pension rates.

Recommendation (17):  That the benefits to Australia and Australian students from internationalisation of the student cohort be an explicit term of reference of any MCEETYA review of the direct and indirect costs of the provision of education for international students.

The Government agrees that there are benefits from the internationalisation of the student cohort.

As noted in the response to Recommendation 6 of the main committee report, the Government does not support a MCEETYA review on the costs of provision for international students.
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