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In this section SAFU and the PGSA wish to address:

(a) the adequacy of current funding arrangements with respect to:

i.the capacity of universities to manage and serve increasing demand

1.1.1
Our starting point is to look at the challenges facing higher education in the 21st Century. What sort of higher education sector is needed to help graduates cope with recent and future developments in society and the economy are.  These are the most important criteria that we can begin to assess the adequacy of our higher education system is to meet the 'demand' of the future.

Exponential Increase in Rate of Knowledge Expansion.

1.2.1
One of the big challenges is that there is so much more to know.  Given Australia seems to be still committed to the 3 year degree model for undergraduate higher education there is so much more to cram into many degrees. Nearly 70 years ago one of the leading philosophers of education of the time, A N Whitehead, commented:

...in the past, the span of important change was considerably longer than that of a single human life.  Thus mankind was trained to adapt itself to fixed conditions.  Today, this time span is considerably shorter than that of a human life and accordingly our training must prepare individuals to face a novelty of conditions.
 

1.2.2
This exponental increases in knowledge expansion is also impacing on the professional lives of graduates. Now in many vocations the rate of technological and paradigmatic shift is increasing at such a rate that one's occupational preparation can become obsolete in a matter of years.  Gooler makes the point even more strongly: ‘More specifically, individuals may need to engage in a lifetime of learning not as a matter of choice but as a matter of survival.  In the future, individuals may lack the option to choose not to engage in on-going learning activities over the lifespan’.

The emergence of new occupations and careers

1.3.1
The era where graduates will spend their entire working lives within the same occupation is on the decline.  Partly this reflects the emergence of entirely new occupations which displace previously existing occupations. Futurologists (such as Toffler in Future Shock) in the seventies and eighties predicted that people will have as many as three distinct occupations in their lives and that these discontinuities will give rise to a significant need for training and higher education.
 They were being far too conservative. More recent predictions such as those cited in the AVCC's discussion paper on information technology cite the average working life of consisting of six or seven different careers, each requiring new skills, attitudes and values.
  

Job Insecurity.

1.4.1
Chronic instability that now seems to be endemic inside the labour markets since the end of the post-war boom.  The economic recovery on the nineties was based on a growth of part-time, casual and contract jobs. So employers are wanting more 'flexibility' and are much less likely to employ people on the basis of full time permanent employment.  Former Shadow Education Minister, Mark Latham, in Civilising Global Capital  wrote,

Compared to the relative certainty of the 1960s, it is now estimated that the average working family is 50 per cent more likely to face an unexpected  decline in its living standards. This reflects the pace of economic restructuring and the rise of casual, part-time, temporary and contract employment in the new economy...An average working life is now likely to feature a considerable number of earning fluctuations as people move more frequently in and out of paid work; between full-time and part-time earnings; and even within the same form of empoyment, up and down the income scale’.

While not claiming to have a crystal ball SAFU and the PGSA do not expect to see any abatement of this trend in future years unless there is a sharp revival of industrial struggle around job security.  Unless this occurs we expect that more graduate careers will be punctuated by periods of unemployment or part-time work where many will seek to upgrade their skills at universities to make them more attractive to their next prospective employer.

Communication and Information Technology Literacy Requirements.

1.5.1
Despite the corporate hype about the 'information age' it is unquestionable that students and graduates (throughout the industrialised world at least) will become increasingly dependent  on information technology both for their academic pursuits and future employment. Students will have to become familiar with different media for receiving their education and for researching: video and audio cassettes, interactive telephones and computers, virtual reality 'practicals', CD-Roms, e-mail, Websites, etc.  Flexible delivery is no longer just aimed at delivering distance education. For example at Flinders University it has recently been introduced for internal first year nursing students.

1.5.2
A recent study
 identified  a number of factors were inhibiting computer access from equity groups: 

∑
lack of reliable on campus access for sudents who have no other access options;

∑
lack of modified equipment and enabling software in mainstram labs for students with particular disabilities;

∑
cost of purchasing and upgrading home computer equipment for students;

∑
cost of remote connection for rural and isolated students;

∑
poor levels of information literacy leading to lack of confidence to access available resources;

∑
culturally inappropriate computing environments.

1.5.3
The big challenge facing unis will be how to find the funds to keep their facilities at the cutting edge of IT, how to provide the training needed by academic and general staff and students to use this IT, and thirdly how to deal with the educational disadvantage experienced by some equity groups through the increased use of IT delivered education.  

Need for Balance between specialisation and professional interdependence

 1.6.1
Back in 1994 a NBEET report on lifelong learning identified the tension in the continuing education needs of professionals between the high level of specialisation in professional cultures and the interdisciplinary and interprofessional aspects of their work. Professional disciplines develop their own literature, culture, conferences and professional associations.  Specialisation can sometimes leads to a further fragmentation of the discipline so that new disciplines and occupations emerge.  Yet there are a wide variety of problem solving which require collaboration between professionals in different disciplines. For example:

the elderly patient may require the assistance of a physician, nurse, social worker, dietician, theologian, psychologist and physical therapist...Working separately, these professionals cannot hope to identify comprehensive solutions to the problems being addressed, and in fact their actions may conflict.  Collaboration affords them the opportunity to support each other's efforts as they work towards a common goal...

1.6.2
Undergraduate education should equip the student with the detailed knowledge needed to pursue specialised postgraduate learning and professional practice.  Yet at the same time it should not cut off professional learning from the social context and implication in which a discipline operates and its linkages with other disciplines and professions. The NBEET Report argues that accommodating these disparate pressures will be one of the greatest challenges of education and training in the 21st century.
  The challenge facing future governments is to make sure that universities are given the support needed to deal with these important curriculum issues.

Demographic Impact on Demand In Australia

1.7.1
The long term trend is for Australia, barring a large influx of young migrants,  to have an older population over the next 25 years.  The 65+ will increase significantly while the younger (0-14) will decline significantly.  The working age population (15-64) is expected to remain relatively static.  DETYA has used a demographic  ‘dependency ratio’ to compare young (0-14) and old (over 65) ‘dependents’ with the working age proportion of the population.  In the long term there has been a significant fall in the demographically ‘dependent’ since 1976.  According to the modelling  after 2009 this begins to change as the growth in old ‘dependents’ begins to significantly outstrip the fall in young ‘dependents’. 
  DETYA’s Demographic and Social Change: Implications for Education Funding  makes the the pessemistic extrapolation that  the changing ratio between the old and the young will lead governments ‘to focus increasingly on the social  expenditures relating to the elderly relative to education expenditures’. According to this gloomy prognosis government expenditures on education are likely to fall to fund the expansion in expenditure on health and social security (assuming a a static tax income base).  The report notes that higher education expenditures have fallen from 1.3% of GDP in 1995-6 to the current level of 1.1%.

1.7.2
SAFU and the PGSA wish to point to some counter-veiling tendencies to this pesesmistic view of long term stagnation in demand for higher education public  funding levels.   The report does acknowledge that if there are significant increases in mature age participation over this period that this would lead to significant pressure for increased government outlays. The changes to the economy described above seem to make a compelling argument that there will be substantially more demand from mature age for lifelong earning (unless the demand is choked by exhorbitant fees or inadequate income support mechanisms). 

1.7.3
Another conter-veiling tendency is the increase in school leaver numbers and retention rates. The AVCC in their submission to the West Review put forward a case for increased investment in higher education on the basis of demographic arguments.  Firstly there is  increased demand for university places due to the increased retention rates in secondary schools. Nationally the retention rates have increased from 57.6% in 1988 to 71.3% in 1996
.   Secondly there is the increasing numbers of the 17-19 year age group. This is the primary demographic of commencing students for universities (in 1999 this amounted to 49% of eligible applicants).  The numbers had been decreasing sharply through most of the nineties. However, after 1998 the numbers start increasing significantly, plateau out at a higher level in the middle of this decade and increase again during 2008-11.

Access and Social Equality
1.8.1
Finally and most importantly are the questions of access and social equality.  Who gets access to the post-secondary education.  Certainly many are concerned about the dystopia of a society where a segement of the populaton receives higher education, gets the highly skilled, high paid jobs and uses its social privlige to pass this onto next generation. Meanwhile another sector of society is locked into low skilled skilled, casualised work and is forever unable to afford to be able to access higher education and break out of the cycle of poverty and/or insecurity.  The accessibility of higher education has important role to play in to some extent counter-acting the segmentation of the labour market which s occuring through the internationalisation of the Australian economy. 

1.8.2
However, there are broader issues of social equality of the higher education system that go beyond the access and participation rates of disadvantaged groups that constitute the norm in ‘equity’ plans and goals.  For example there are the issues of what and how things are taught (pedagogy, curriculum) , and in the light of the corporatisation of higher education teaching and research for whose purposes does higher education serve.  Social equality is more than just the right to start the race, its also about how the race is conducted.

In this section SAFU and the PGSA wish to address

(a) the adequacy of current funding arrangements with respect to:

                 iii.the quality and diversity of teaching and research;

UNIVERSITY FUNDING 

2.1.1
SAFU and the PGSA do not want to enter into exercise of creating mountains of tables and graphs to justify a particular position.  But the broad brushes of the funding situation are relatively clear:

∑
After a slight decline in total numbers of enrolled students in 2000 that in 2001 there is expected to be more slightly students than there were in 1999.  These figures needs to be disaggregated to understand the pattern of what is occurring; 

∑
International student enrolments are projected in 2003 to have doubled the 1995 enrolments;

∑
The current fully funded places are 390,610 EFTSU (excluding RTS) plus 21,644 (RTS) = 412,264 EFTSU
.  These numbers are still below the peak in 1997, and even more behind the projected figures of the previous government (which had planned to increase fully funded places to around 429,000 by 1998);

∑
Universities have also been enrolling above the number of fully funded places in order to avoid financial penalties for under-enrolling.  Even though students pay full HECS the universities only receive marginal funding of around $2,500 per over-enrolled student.  Last year there were 24,769 EFTSU of marginally funded students at Australian universities;

∑
University dependency on Commonwealth sources has fallen in recent years.  However, this has mainly been due to increased use of fees and charges imposed on students;

∑
HECS-liable postgraduate coursework places have been almost entirely replaced with up front fee paying courses, however in many cases due to student unwillingness to pay full cost fees these places are offered on a rate not much higher than the marginal rate for over-enrolments; 

∑
Australian students are paying amongst the highest levels of ‘user pays’ contributions in the OECD.   If the HECS revenue is excluded then the Commonwealth is making amongst the lowest share of ‘public’ contribution to the cost of running a higher education system of OECD countries.

2.1.2
SAFU and the PGSA believe that the current funding situation has exacerbated the unevenness across the system (both between universities and within universities):

∑
some high status schools have been able to deal with any decline in Commonwealth funding though being able to attract high numbers of full fee paying international students, charging close to full cost recovery postgraduate fees and by commercialising their research activities;

∑
these options are not open to many other schools who have to deal with modest levels of fee paying international  students and can only charge marginal cost postgraduate fees because they do not generally lead to high income occupations.  SAFU and the PGSA believe that just because a school does not lead to high status occupations does not mean that it should be allowed to become second rate due to the effects of declining fully funded places and marginal funding.

2.1.3
SAFU and the PGSA note that the USA, UK, the Scandinavian countries , Singapore, Hong Kong and Korea have made recent  substantial expansions in their public funding of higher education. The Government’s recent medical research initiatives and innovation statement contained some steps in the right direction but much more needs to be done for Australia to realise the vision of becoming the ‘Clever Country’.

2.2.1
The SAFU and the PGSA share the NTEU’s concern over inadequate opportunities for training and development of university staff.  The NTEU’s Unhealthy Places of Learning  survey of university staff revealed that only 36.9% of academic staff had been able to access staff development in the previous year, while 64% of general staff believed that training in the use of new technology would assist them in meeting work demands. 
 

2.2.2
Since the survey was conducted the Committee for University Teaching and  Staff  Development has been scrapped. Its replacement the Australian University Teaching Committee has a narrower focus and has been allocated much less to spend.
  The Committee no longer works on supporting individual research in the area of teaching, instead it focuses on small number of large projects involving extensive collaboration.

In this section SAFU and the PGSA would like to make some comments on: 

(d) the equality of opportunity to participate in higher education, including: 

i.the levels of access among social groups under-represented in higher education,

INDIGENOUS STUDENTS PARTICIPATION RATES

3.1.1
While gains have been made during the eighties and nineties indigenous students remain amongst the most educationally disadvantaged sector of the population. Participation rates have improved but there still much  that needs to be done to get indigenous participation rates up to those enjoyed by the non-indigenous population.  Unfortunately the Higher Education Report for the 2001-3 Triennium 
 argues that the commencing rates for indigenous students has now reached parity with their share of the population.  Instead the focus should be on improving retention rates. While we agree that every effort must be made to improve retention rates we dispute the claim that participation rates are no longer a significant issue. A previous  DETYA report on equity
 argues that the sort of participation rate figures used in the triennium report can be misleading.  The 1996 ABS Census recorded that 1.7% of the Australian population aged 15 to 64 identified themselves as indigenous.  If the commencing enrolments at Batchelor College are added to the proportion of commencing students at other institutions then it appears that indigenous enrolments are also at 1.7% of the age cohort. Superficially one could argue that proportionate access had been achieved.
 However, closer analysis shows that nearly one third of commencing indigenous students in 1997 were enrolled in commencing ‘bridging’ courses.  A better indication is to look at commencing Bachelor Degree courses.  Here we find that indigenous  students made up only 1.0% of enrolments.  This conclusion seems to be reinforced by the recently released longitudinal study of participation rates released by the ACER
. They found that non-indigenous students from their sample age cohort were 2.2 times more likely to participate in higher education than indigenous students.  In short there needs to be strategies focussed on improving both participation and retention rates.


PEOPLE FROM SES DISADVANTAGED BACKGROUNDS

3.2.1
People from low SES backgrounds are defined by DETYA as those whose postcodes of permanent home address fall within the lowest 25% of the population of a given region as determined by the ABS Index of Education and Occupation.  DETYA also divides this group by age, mainly to separate school leavers who may be dependent on parental income from mature age students who fit into a SES category based on their own status rather than their parents.  Students from low SES backgrounds tend to have similar success and retention rates as other students.

3.2.2
According to DETYA participation of people from low SES backgrounds has declined steadily over the period 1991-97 apart from a slight rise in 1995. The biggest drop occurred in 1996.
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3.2.3
Many education researchers would take it as self-evident that the low participation rates from low SES are largely attributable to the lower amounts of financial assistance available to them to study. For example school leavers from low SES backgrounds would receive less financial support from parents to supplement the Youth Allowance or part-time work earnings.

3.2.4
It follows than that the trend towards worsening low SES access and participation in the context of a rapidly expanding system and higher school retention rates could in part be blamed on the shift to user pays funding for higher education and ‘targeting’ of student financial assistance.  ‘Targeted’ financial assistance has seen the proportion of students  eligible for at least some student financial assistance lowered from the 70% in the 1970s to the current rate of around one third under Youth Allowance/Austudy.

3.2.5
However, there are credible strands of sociology that focus on the cultural aspects of educational inequality.  For example, there is the cultural capital (or screening) theory which argues that ‘the education system rewards students from the dominant culture who have attitudes and behaviours more acceptable to the educational gatekeepers’.  There is also a social capital theory which focuses on the ways that parents attitudes to education determine a students learning behaviour and interest in continuing with education.  

3.2.6
 Les Andrews from DETYA’s Higher Education Council released a controversial paper ‘Does HECS deter?’
  The paper has been widely used to dismiss objections that HECS may have significant deterrent effect on some disadvantaged groups (we will discuss this point later). In it Andrews concludes that: ‘financial influences were found to have an insignificant effect on educational participation when analysed in company with attitudinal factors’. Andrews methodology is disputable as his report presents no statistical data on parents attitudes (rather they were imputed from residential location).

3.2.7
Birrell et al  have written a useful critique of the financial vs cultural debate occurring in policy circles
. They highlight the policy consequences of the over-stating cultural factors:

If this alternative (cultural) argument is correct then a tough minded analyst could argue that if the objective is to improve access to higher education there is no point in providing further financial assistance to people from low socio-economic backgrounds. What is required is a value change on the part of their parents or peers.’

In short governments chasing budget surpluses may want to blame to parental attitudes rather than address problems of student finances.

3.2.8
Birrell et al accessed Centrelink, ACER and Census data for their study. They did find some limited support for the cultural proponents case, particularly in the tendency of working class males to choose to study at TAFE rather than university.   A recently released  ACER  longitudinal study of participation concluded that ‘both financial and cultural factors contribute to socio-economic differences in educational background’
.  However, they concluded:

Our Census-based evidence, now backed up by ACER, shows that family income is a contributing factor in the choice to enter university. Furthermore, the impact of family income is reinforced by relatively high rates of attendance in private school secondary schools by children from more affluent backgrounds. However, DETYA  is yet to acknowledge this relationship.  The Government’s higher education advisers have had nothing to say about rectifying one source of the problem , which is the restrictive nature of the Youth Allowance. Our Census-based evidence indicates that this restrictiveness is a factor limiting opportunity for some students, particularly those from middle to low income white-collar backgrounds.

3.2.9
SAFU and the PGSA believe that the socio-economic disadvantage faced by people from low SES backgrounds arises from both financial factors  (fees, income support, school funding) and cultural factors (social structure, the level of support and encouragement by parents or school, debt aversion).  This has important policy implications for governments and universities committed to lessening low SES disadvantage. 

PEOPLE FROM RURAL AND ISOLATED BACKGROUNDS

3.3.1
This equity category is defined as people whose permanent home address is identified as rural or isolated according to the 1992 classification of postcodes by the Commonwealth Department of Primary Industries and Energy.  Towns of more than 100,000 plus Townsville and Darwin are classified as urban.  The division between rural and isolated is based on an index of ‘remoteness’ which combines population density and distance from nearest provincial city (population 25,000 or more).  Based on the 1991 ABS Census the national proportion for people from rural backgrounds is 24.3%.  The national proportion of people from isolated backgrounds is 4.5%.

3.3.2
The participation rate of people from rural backgrounds is less than three quarters (0.72) what might have been expected from the group’s share of the population. While rural students are significantly underrepresented in all states there is some variation. Queensland has the highest representation (0.78) while the lowest was South Australia (0.54). The success and retention rates of rural students are similar to other students.

3.3.3
Rural students share of enrolments declined through the 1990s. The representation of this group dropped from 0.76 in 1991 to 0.72 in 1997.
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3.3.4
Students from isolated areas have a very low rate of access to higher education. Nationally these students comprise 1.9% of all commencing students. People aged 15 to 64 from isolated backgrounds comprise 4.5% of the population.

3.3.5
Students from isolated backgrounds also have a significantly lower retention rate (about 90% of the national average). Most students from isolated areas either study externally or have to move to urban or major regional universities a long way from home. Factors such as homesickness, lack of contacts and support networks, costs of living away from home are significant here.

3.3.6
Over the period 1992 - 97 the participation rate of students from isolated backgrounds at Australian universities fell by around 10%. 
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3.3.7
In summary the SAFU and the PGSA believe that the evidence in recent years points to the following conclusions

∑
While participation rates for indigenous students did improve over the nineties the participation rates remain significantly lower than they should be;

∑
Participation rates for low SES, rural and isolated students remain significantly below their share of the population and the evidence points to a deterioration in their participation rates during the nineties.

In this section  SAFU and the PGSA wish to address:

(d) the equality of opportunity to participate in higher education, including:

             ii.the effects of the introduction of differential Higher Education Contribution Schemes 

and other fees and charges and changes in funding provision on the affordability and 
accessibility of higher education,

HOW SHOULD STUDENTS MAKE A FINANCIAL CONTRIBUTION TO THEIR EDUCATION ?
4.1.1
The National Union of Students has this year relaunched the long running demand for free education. Neither  nor the Coalition parties nor the Labor Party have re-adopted ‘free education’ into their education platform.   Quite a number of countries are not so dismissive.  Finland has free education enshrined into its constitution. Free education is alive and well in  France, Germany, Greece, Portugal, Sweden and Norway while Ireland decided to join the free education club in the mid nineties.

4.1.2
The terms used in the free education vs user pays debate are often misleading.  In conventional terminology the term 'free education' has come to mean the absence of a charge or fee for studying in higher education institution.  While useful as political slogan the term ‘free education’ is flawed because it contains an inbuilt pejorative connotation that students are getting something for nothing    However, in a strict economic sense the term 'free education' would really mean something stronger - that there is no financial penalty for a student deciding to participate in higher education.  As well as any fees and charges charged by universities the notion of financial penalty includes imputed costs, the loss of income by a person deciding to participate in higher education rather than participating in full time employment in the labour force.  Although imputed costs are difficult to calculate to a high degree of precision Schulz in 1960 estimated that earning foregone were 60% of all costs for  US university students.
  A British study in 1965-66 put imputed costs at two thirds of all costs.
  An Australian study in 1975 put more than half of the total cost of providing courses in post-secondary education as representing earnings foregone.  We agree wholeheartedly with the inference drawn by the Australian study:

Finally, there is an important implication for social policy, since education is now recognized as a key instrument in the redistribution through time of income, wealth, prestige, and power.  Once the cost represented by earnings foregone is recognized, it becomes apparent that the cost of post-secondary education to students (and their parents) can be substantial, even if fees have been abolished.  The ability to bear such costs varies widely. The result is that equality of opportunity can be denied between rich and poor, between equivalent students from different regions, and between students in different courses.

4.1.3
In a strict economic sense a truly free education system would compensate students for imputed costs.   For example the widespread practice in Europe is that even in the absence of  tuition fees students are seen to make a substantial financial contribution to their education through both imputed costs and through repayments through a progressive taxation system.  Thus the debate is really about the  method of repayment rather than the notion that students are getting something for nothing.

Student Repayments - Actual Outcomes or Estimated Outcomes

∑
Estimated Outcomes Model
4.1.4
Under the current arrangement the level of contribution is derived from an estimate of course costs and future earnings of graduates from particular disciplines. 

4.1.5
 The weakness of the estimated outcomes approach is that it ignores real outcomes.  The low HECS repayment threshold guarantees that virtually everyone in  full time work incurs the debt.   So for example all law students who have opted for the deferred payment option will graduate with the same debt (if they complete in the same number as semesters).   Yet some will end up working in legal aid getting average wages. Others will end as corporate lawyers on astronomical wages.  The shift to the estimated outcomes model has also been accompanied by a shift to a much flatter, less progressive taxation system.  The current system means that the higher education costs for the legal aid lawyer are contributing a much larger proportion of total lifetime earnings than the high flying corporate lawyer.

∑
Actual Outcomes Model
4.1.7
The alternative is the actual outcomes model based on the principle the capacity to pay.   This is premised on a progressive taxation system where repayments are derived from actual level of  income.  For example Treasury and the Government could calculate a progressive sliding scale of  income tax levels so that the higher education contribution from both the corporate lawyer and the legal aid lawyer would amount to a similar proportion of  their total lifelong earnings.  

 4.1.8
The major objection that has been raised to this model is why should people who have never studied at a tertiary level subsidise those that have.  In the 1970s the answer was to get rid of tuition fees to open up tertiary education to those from backgrounds did not traditionally did not participate in it.   In the 21st century this objection has less force.  

4.1.9
Firstly participation rates are now much higher than when tuition fees were abolished in 1974, The ABS estimates that the lifetime probability of going to university at close to 50%.  DETYA has similarly estimated that the lifetime probability of entering higher education at between 45-50%.  If we include TAFE a recent DETYA report has calculated that Australians now have a lifetime probability of participating in tertiary education at around 90%.
 So we are now talking about tertiary education being a near universal system of participation, not a middle class privilege. 

4.1.10
Secondly there are fewer and fewer niches where industry pays high wages to people with no post-compulsory training or education.  One only has to look a the explosion of management courses at universities since the eighties to see that industry is demanding higher levels of expertise and skill from its managers.  It is also becoming a near-universal truism that people in higher wage jobs have accessed some form of tertiary education.   People who do not access tertiary education are unlikely to be in high paid jobs subsiding middle class students.  The minority who never access tertiary education are much more likely to be in low paid jobs or welfare recipients.  The high correlation between access to tertiary education and higher paid jobs seems to be a strong argument against this kind of objection to the actual outcomes model.

 Falling Private Rates of Return
4.1.11
Private rates of returns have been generally falling for Australian graduates since the early 1970s.
  An indicator of this are graduate starting wages. In 1978 graduate starting salaries were approximately equivalent to the average weekly wage. Apart from a small rise during the tail of the 1980s boom graduate starting salaries steadily fell till they 80% of average weekly earnings by the mid 1990s.  They have stayed around that mark although there was a slight recovery in 1999-2000 where they have reached 84.2% of the average wage.  It would seem that the private benefit accruing to graduates is significantly less than it was at the time when Australia did not charge tuition fees or HECS. 

Financial Return To Government on its Investment in Higher Education Teaching
4.1.12
 Another interesting related point in the rate of returns debate is that the government makes a substantial financial windfall on its contribution to funding university teaching.  Melbourne University economists compared government outlays on high education teaching with increased government receipts that result from the higher taxation brackets that the stock of graduates move into.

Estimated Real Net benefit of higher education to Government ($m, 1998 prices)
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4.1.13
According to their study in 1997-98 the government outlaid $5.3 billion on university (non-research) operating grants.  At the same time increased government tax receipts from graduates came to nearly $8 billion.  The government reaped a $2.7 billion surplus from its investment in higher education. What is particularly pertinent are the figures for 1985-6, the last year of free education.  They show that the increased tax receipts from graduates were even then outstripping government expenditure on higher education. Even under free education graduates more than fully paid for their education. Actually these figures substantially understate the size of the surplus that governments make because it only deals with the extra incomes of graduates.  It does not include flow on benefits for non-graduates and their incomes. 

WILL THE MARKET HOLD DOWN TUITION FEE LEVELS
4.2.1
One solution offered to the funding crisis is to allow universities to set tuition fee levels for all students (ie deregulation of fees).  The gap between the level of public subsidy and the tuition fee would be filled by some form of income contingent loans scheme.  The 1998 West Review of Higher Education recommended this solution, although fortunately both the Coalition and Labor parties have so far declined to support this.  One of the central contentions of the proponents of fee deregulation is the relationship between a deregulated higher education market and tuition fee levels. Market proponents contend that under proper level playing field conditions that the competition associated with deregulation will bring tuition fees down:

‘We believe that competition between universities will provide downward pressure on tuition fees, although higher fees would be likely for popular courses at popular institutions’.

4.2.2
In SAFU's submission to the West Committee we looked at the US experience (as a long run model), and the deregulated New Zealand experience during the 1990s (as a short run model). (recently the new Labour Government intervened in the market by announced a freeze on tuition fee levels in return for increased funding from the government).   Both examples showed tuition fees that increased sharply in real terms.

4.2.3
The American higher education system exceedingly decentralised and it is difficult to draw strong generalisations with Australia .  There is a wide variety in the level of tuition fees set by US colleges.  For example the average annual fees in 1997-8 (when we made the submission) at a four year public college was US$3,111 (A$ 5,195) while the figure for four year private colleges is US$ 13,644 (A$ 22,785).  At the top end of the scale the ivy league universities such as Yale, Massachusetts and Princeton charged tuition fees of over US$23,000 (A$ 38,400).  At the other end of the scale the average for two year community colleges is $1501 (A$2500).

4.2.4
However, there seemed to a widespread problem with tuition fee spiral.  During 1996 the influential Chronicle of Higher Education was regularly running stories on the tuition fee spiral.  It claimed that over the previous four years public colleges in the US had upped tuition fees by 50%.
 The colleges, despite this high level of public scrutiny, still upped their fees for the new academic year by more than double the CPI rate (2.2%).  The US College Board estimated the average price rise to be 5%.
 
The distribution of the tuition fees rises provides some evidence to support the contention that market forces break down at high status universities where supply for places is saturated by demand.  The tuition fee increase at the four year private colleges was 19 times greater (in dollar terms) than that for two year public colleges.

4.2.5
The US system has a multitude of loans and grants schemes to assist students pay these fees. However, the socio-economic composition of 'freshmen' entering the US higher education system still shows the strong class segmentation in the system.  The American Council on Education conducted a survey of more than a quarter of a million 'freshmen' at 494 two year and four year colleges during 1996 to reveal the following distribution: 

Socio-economic Composition of US 'Freshmen' 1996
(Adapted from Chronicle of Higher Education Almanac)

Estimated parental income  A$
   %

Under 16,700
  5.2

16,700 - 33,400
  8.0

33,400 -  50,100
10.6

50,100 - 83,500
23.0

83,500 - 125,00
26.1

Over 125,000  
26.9




There was also widespread debate amongst education policy makers about the value of increasing student grants and loans schemes because it was feared that universities would just increase their fee levels to chew up the increases. 

4.2.6
New Zealand is a system that historically has been more like the Australian system than the US.  A member of the 1997-98 West Review, Professor Chipman, was reported by the Australian
 as arguing that the NZ experience was for fees to go up initially, and then for them to start coming down.  In the Campus Review
 he is quoted arguing that the NZ experience shows that a rise in fees was accompanied by a rise in demand. As part of our submission to the West Review we examined Professor Chipman’s claims.  We found a very different picture.

4.2.7
New Zealand students are in a comparable fee-level situation to Australian students.  During the eighties tuition fees were set around the $500 mark, but nearly all students received a fees grant which compensated them for 75% of the fees, so that the real level was $125.  In 1990 a fee of $1250 was introduced.  The backlash led to fees being abolished briefly, but then reintroduced at a lower level of NZ$1050 in 1992.  Since then some universities are charging differential fees based on course costs, while some charge a flat fee.  In our submission to the West Review we have chose to look at Auckland University for ease of comparison because it has stuck with a flat fee.  Its fee levels are comparable with the fee ranges of other New Zealand universities and polytechnics.
. 

Auckland University Tuition Fees ($NZ)

(source: Auckland University Students Association)




1989


$125


% Change




1990


$1250


  n/a




1991


$1250


   0




1992


$1050


-16




1993


$1400


+33




1994


$1798


+28




1995


$1860


+03




1996


$2128


+13




1997


$2464


+16




1998*


$2884


+17

*flat fee passed by University Council 15/11/97 after differential fee proposal defeated

4.2.8
We found that the pattern was actually the opposite of Chipman's contention.  The fee was static and then reduced following its introduction due to the public backlash and a sharp drop in first year enrolments.  Then it increased by more than 50% in two years and before settling down to an annual increase of 13-20%  each year.  Certainly there seemed to be no sign of the market coming to the rescue and driving fees down. In our submission we argued that politics, not consumer power, looked like the only way of ending the fee spiral.  This prognosis was confirmed when the recently elected Labor Government provide extra funding to universities that agreed to freeze their tuition fee levels.  This pattern was confirmed by a report commissioned by the NZ Vice Chancellors Committee
 which found that New Zealand tuition fees increased by 92% over the period 1991-1999 (from NZ$1621 to NZ$3116).

4.2.9
As is the pattern in North America tuition fees were spiralling upwards well above the inflation rate.  Fees were increasing at around at least 15% a year in a country which has had a low inflation regime for a number of years.   The former government was fuelling the tuition fees spiral by pursuing a program of reductions to government funding of universities at least to the year 2000. Like Australian students NZ students also face numerous departmental, laboratory and course fees on top of fees/HECS and textbook costs.  The credential driven tuition fee spiral was only halted by intervention by the new New Zealand government not by market forces.

4.2.10
We would contend that there is some evidence that there has been an increase in the composition of students from high socio-economic backgrounds in New Zealand.  Changes to government higher education policies over the nineties seem to have led to a more elitist university sector.

Parents' Socio-economic Group - NZ University Students
(Source: CM Research, Student Income & Expenditure Survey 1994. 1996. Elley-Irving Index (Father's SES))

Category
(1996 Gallop)
1988
1994
1996

High (professional/ managerial)
30
48
56
60

Middle (sales, teaching, skilled)
50
42
38
34

Low (unskilled)
19
8
5
7

DOES HECS DETER - Are Income Contingent Loans Schemes Access Neutral ?
4.3.1
Australian student representative organisations have generally remained opposed to the imposition of user pays on students.  However, in the current context we cannot always remain indifferent to what sort of user pays systems are imposed.  All of them are socially regressive but some mechanisms are more regressive than others.  Student organisations need an opinion on these matters to minimise the damage done by user pays to our members.  One criterion that we can rank user pays mechanisms on is their impact on participation.  Is its effects marginal or does it put up barriers to participation by disadvantaged groups?  Another, particularly for loans schemes, is the impact on former students as they pay off their debt (or if they can't pay it off).  For these reasons we rank deferred payment options as preferable to compulsory up front fees, and we rank the HECS mechanism over mortgage style insurance schemes.    

4.3.2
HECS is essentially an up front fee with the option of income contingent loan.  As far as loans schemes go the HECS deferred payment option is an improvement on North American and European mortgage style-loans schemes.  This is because HECS contains an element of 'default insurance' such that the former student does not have bear the brunt of defaulting on their debt.
   At many US campuses default rates are over 20% leaving former students locked out of access to things such as being able to obtain housing loans. 

4.3.3
There are also concerns that students are being forced into mortgage sized loans to get their education and the impact of these loans.  For example in New Zealand a report by Office of the Controller and Auditor-General confirmed that under the fees-loans system operating there that some students were  incurring individual debts that exceeded NZ$100,000 (A$129,000).
  The loans system in New Zealand is income contingent but charges real interest rates and allows students to borrow a limited amount to cover living expenses. Despite the massive size of some of these loans (the Ministry of Education expects the accumulated debt incurred by NZ graduates to come to NZ$20 billion by 2020) there had been no research into the effect of student debt on the property and labour markets. The report did speculate that  ‘it is likely that increasing student debt will substitute for mortgages (and hence affect the property market) and other household debt (to some extent)’. The report did cite a survey of bank managers and loan officers by Otago University Students Association in 1999 that showed that ‘around half of the officers had denied people finance because of their student loan, and most of the officers considered that student loans did affect people’s ability to get finance’.  It was further suggested that ‘many students/graduates may not even approach a bank to ask for finance because they suspect they may be refused’. Although banks may not take into account the loan debt, repayments through the tax system affect students’ ability to service other borrowing and are consequently taken into account by lending institutions (should the student loan debt be disclosed).  As a result, student debt affects the ability to service, and therefore access, other borrowing.  We are unaware of Australian studies of the impact of income contingent education loans (HECS, SFSS, PELS) on further borrowing by graduates.

4.3.4
HECS (Mark 2) introduced in 1997 broke with any attempt at drawing the line at a nexus between obligation to repay and the individual receipt of a financial benefit from studying (however faulty the logic). Now former students in lowly paid jobs (at 74% of the poverty line) who clearly did not receive a financial reward for their studies are obliged to make HECS repayments, not just former students in above average paying jobs. The SAFU and the PGSA believe that breaking this nexus means that the repayment threshold has become an arbitrary matter determined by short term budgetary considerations rather than linked to any rationale.

4.3.5
The other major regressive feature of HECS (Mark 2) was that it removed the notion that students contribution should be restricted to 20% of course cost
. 
Some disciplines are particularly hard hit.   In the case of law for instance it is estimated that the differential HECS rates covers 80.5% of course cost.
  Given that many law students also are facing up front fees costing thousands of dollars for initial professional entry courses the level of public subsidy to someone wanting to become practice law is now tiny.  The SAFU and PGSA were also concerned at the significant increase in the levels of student indebtedness associated with the hikes in the HECS rates.    

4.3.6
While berating the changes associated with the introduction of HECS (Mark 2) we should not let  HECS (Mark 1) off the hook, particularly given that various other countries have introduced similar schemes or are looking to do so.  Crucially what was the impact of HECS (Mark 1) on participation at universities? It is fairly difficult to isolate the effect of HECS from other social processes that could effect participation.  For example there was a severe economic recession and a higher percentage of the age cohort completing matriculation. There are also long term trends toward greater student participation, increased demand for credentialling and gains in gender equality (female students now make up a majority of undergraduate enrolments).  Looking at raw statistics may not be very revealing.  For example unlike the previous up front HEAC the HECS did not cause a drop in overall enrolments.  From 1989 to 1995 the size of the university enrolments continued to expand at an average rate of 4.95%.

4.3.7
But did HECS change the composition of the student body. In 1989 DEET's Evaluations and Investigations Program compared the responses of control groups of students who did apply and those who did not to determine whether HECS had been a factor in choosing not to do so.  The report found that HECS did not appear to be a very important factor in limiting access, with the possible exception of postgraduates intending to re-enrol.  10% of postgraduates surveyed had cited HECS as the 'most important' or a 'very important' reason for not re-enrolling
  (at the time there were still HECS-liable places for postgraduates) 

4.3.8
In 1991 a consulting firm was commissioned by the Higher Education Council to look at the impact of HECS on traditionally disadvantaged subgroups.  The report based on sample subgroups (low Socio-Economic Status (SES), NESB, rural and Aboriginal and Torres Strait Islander) concluded that HECS did not seem to be an issue of great concern in determining whether or not to participate in universities.  More highly ranked factors included the desire to make money, the need to get a TAFE qualification, failure to qualify for a student grant, and living away costs.  However, the report did note that around 20% of the sample who were single parents (or from single parent families) or from low SES rural areas thought that HECS was 'likely to frustrate their intention to participate'.

4.3.9
The Australian Council of Education Research has been conducting interesting longitudinal surveys.  The data was used to compare the composition of 18 year olds participating in higher education 1993 with the composition of 18 year olds participating in 1988, the year before HECS was introduced.  Students were divided into high, middle and lower wealth categories depending on the presence of material possession in their homes such as phones, dishwashers, number of bathrooms, etc.  While obviously imperfect such a measure is more useful than the common manner of determining SES by postcode.   The conclusion from comparing the two snapshots is that there did not appear to have been a discernible difference between the two groups.

4.3.10
Some have been quick to rush to the conclusion that HECS does not seem to have had any discernible effect on the student body'.  We thought that a fairer interpretation of the above studies is that HECS (Mark 1) appeared to have resulted in little change in the SES composition of school leaver entrants. In SAFU's submission to the West Review we argued that there, however, does appear to be some unquantified impact on people who are likely to have had a personal experience of the debt: mature age students such as postgraduates, single parent families and people in low SES rural areas.

4.3.11
As we have examined above a major DETYA report has now conceded the argument that there was a significant deterioration in the access rates of students from low SES, rural and isolated backgrounds over the surveyed period (1991-97).
  The claims that there has been no significant worsening of ‘equity’ in the period since the introduction of HECS now do not seem to be backed up by the empirical data.

4.3.12
However, even if we accept the claims of Chapman and other HECS proponents about HECS being access neutral there is still a fundamental flaw. Fundamentally those who are arguing that HECS has no deterrent effect because the social composition of students is much the same in 1997 as it was in 1988 are missing the point. There has been a huge increase in the number of students at universities since 1988.  There has also been substantial improvements in the completion rates of students in low SES schools and a tight job market.  The proponents of HECS need to come up with an explanation why there has been an expansion under conditions that superficially seem favourable to increased participation by low SES without any improvement in equity.  A 1997 OECD study of Australian higher education hinted at this when it mentioned that: 

Even if such enrolments (of target equity groups) were maintained, it is reasonable to ask whether they should have been increased in relation to enrolments from other groups in the course of the expansion.

4.3.13
Studies that show that students rank immediate financial needs like living costs and access to student grants above future debts do little to clarify the situation apart from highlighting that young people tend to worry less about future debts than do older people.  SAFU and the PGSA wonder what the social composition of Australian universities would now be like if it could have been kept free and backed up with  generous student financial assistance programs.

4.3.14
Another concern to SAFU and the PGSA is the issue of debt aversion. Les Andrews in Does HECS deter ? 
 seeks to counter and effectively dismiss the long established view that debt aversion has an impact on the choices of people from lower socio-economic backgrounds. Student organisations have argued for some time that there is extensive evidence to support the claim that deferral of fees, and thus the accumulation of debt, does act as a deterrent to those wishing to pursue tertiary study. One line of argument we have used is to look at the impact of loans schemes overseas. Andrews dismisses this research by stating that these overseas schemes are not the same as HECS. This is fundamentally misleading as, although HECS differs from interest incurring loans to cover tertiary fees, this does not automatically indicate any less reluctance on behalf of prospective students from low SES to incurring debt (be that interest liable or CPI adjusted).

4.3.15
The core of Andrew’s paper in relation to debt aversion is to look at the willingness of lower SES groups to take out mortgages. To this
end
Andrews uses a uses a geodemographic tool, Landscape, which analyses mortgage and personal loan rates on 25 SES groups by using postcode information. Andrews concludes in his report that no clear or consistent pattern emerges from investigating either mortgages or personal loans. This, however, is not the case in the main body of the report. Here Andrews argues that the Landscape tool indicates slightly lower application rates for mortgages from people from low SES groups. More importantly  is what can we actually reasonably conclude from the study. Does it actually mean anything to produce a piece of research about mortgages and personal loans, when the question is about debt related to a less tangible good such as higher education? We need to analyse the differing motivating factors for different types of debt. For example a car loan for a person in a low SES group - where they are more likely live in outlying suburbs with limited public transport - is not really the same as the debt occurred through the cost of an education. Is it unreasonable to speculate that  people will balance the short term benefits of a car with the loan, while it is more difficult to balance the potential longer term benefits of a $20,000 HECS debt.  We need to examine whether or not there is a significant debt aversion factor with regards to education debt. 

POSTGRADUATE FEE and TAXATION ISSUES
Coursework Fees

4.4.1
Universities were given the power to charge up front postgraduate fees as part of the Dawkins reforms to higher education.  After the 1994 Stanley report gave the green light to deregulation there has been a widespread conversion of HECS-liable postgraduate coursework courses to up front fee paying. While paying lip service to equity many universities have been far more interested in the cash cow possibilities of the postgraduate coursework sector.   

The 1997 Anderson Report is one of the more credible studies into the area of coursework fees and equity.  It concluded:  ‘Taking all groups and other variables into account, it seems clear that fees have a clearly observable deterrent effect on enrolment in postgraduate courses and in practice direct some groups, particularly women and those in low socio-economic status, towards HECS-liable courses.’  This backs up the pattern revealed by more limited research  conducted by student organisations of enrolment patterns on particular campuses.

4.4.2
The Anderson Report was based on those who had already enrolled in postgraduate education.  It did not sample students who were deterred from enrolling in the first place. But it did find evidence of a substantial reduction of the number of low SES students in the transition to postgraduate education. What it did establish was that there was a statistically meaningful difference between those who studied in HECS-liable courses compared to up front fee paying courses.   Our concern is that the abolition of all or most HECS-liable places in the process of shifting the enrolment pattern much more closely to the typical up front fee paying composition.

4.4.3
  A Graduate Destination Survey and a study by CAPA found that only a minority of students are sponsored by employers, that  double the proportion of men compared with women receive a subsidy from employers for their fees and that employers were more likely to assist male employees with time off. A 1998 DETYA commissioned study by the Centre for Applied Economic Research and Analysis found that employers paid the fees of only 16.8% of fee paying postgraduates.

4.4.4
If the financial barriers become too high for courses aimed at professional qualification or promotion universities end up becoming reproducers of social privilege.  The high fliers in highly paid professional positions end up passing their social privilege onto their sons and daughters to the exclusion of others.  The up front fee paying courses would act as a major social filter. As well as being an education equity issue it poses some important labour market issues about the reproduction of privilege.

4.4.5
A related issue is the devastating impact that the conversion to fee-paying elsewhere has had on the range of courses available. As well as equity one of the most disturbing trends has been a devastating collapse in the diversity of postgraduate study. CAPA last year has did a lot of work disaggregating the DETYA data to highlight this effect. These figures indicate that enrolments in Health Sciences, Education, Social Sciences and Engineering have fallen significantly.  The situation is even worse for Humanities, Agriculture, Science and Performing Arts which have had falls of over 20%.  The only growth areas have been in management courses and information technology - areas that are most likely to receive an employer subsidy and provide substantial financial gains for the individual.

Postgraduate Education Loans Scheme (PELS)
4.5.1
The recent Innovation statement announced by the Coalition announced their intention to introduce a postgraduate loans system independent of HECS. On certain level it makes sense that if there are up front fees for postgraduate coursework study then there should be some form of income contingent loans scheme to assist postgraduates.  However, the SAFU and the PGSA have strong concerns about the possible impact of PELS:

∑
Will it create a tuition fees spiral ? As CAPA’s research into declining course diversity has shown there are many areas that are constrained by the capacity and preparedness of students to pay up front fees.  Our concern is that universities will see the creation of a loans scheme as a chance to hike fees levels considerably as students can study now, pay later. 

∑
As we have argued above there seems to be significant debt aversion problems associated with income contingent loans schemes.  Our concern is that these problems could be amplified by the triple debt postgraduates could be facing (ie, the PELS on top of HECS and the Student Financial Supplement Loans debts incurred through undergraduate study.  For example lets take some ball park figures of someone from a low SES background studying to be nurse culminating in a two year  fee paying masters by coursework degree


HECS incurred during four year undergraduate program



$14,000


Student Financial Supplement Loan (maximum $7000 annual)


$28,000


PELS ($3800 typical annual nursing tuition fee at Flinders)


  $7,600


Total (disregarding indexation factors)





$49,600

∑
We mentioned above the evidence from New Zealand about of high loans on future borrowing by graduates. What will be the attitude of financial institutions to triple loan debts.

Taxation Issues

4.6.1
Another student financial issue is the treatment of education expenses as a taxation deduction. The West Review recognised this as problem area.
  Postgraduate coursework perhaps the primary area of lifelong learning.  Yet under the current arrangements to receive the deductions a direct connection must be made between the course studied and employment from which income is earned.  In short the study must be related to improving skills in the area of present employment.   Yet as we have mentioned above graduates in the 21st century will be increasingly forced to adopt several different careers over a lifetime.  A much more flexible approach is required for graduates switching careers.

4.6.2
A further issue of concern is the taxing of part-time scholarships. Under DETYA guidelines part-time scholarships are usually only granted to students with caring responsibilities.  The group most likely to be affected are women, many of whom may be sole parents or single women who have responsibility for caring for elderly parents. SAFU and the PGSA believes that this is inequitable for the following reasons:

∑
research higher degree students who are undertaking part-time study still incur the same associated educational expenses as full-time students;

∑
since part-time students take much longer to complete their studies they are likely to face more financial hardship than full-time students through educational costs and delayed employment;

∑
part-time stipend holders face the same restrictions of 8 hours per week on paid work  and because of their added responsibilities, are less likely to be able to undertake part-time work to offset their educational expenses;

∑
even if they do undertake paid work they face greater tax burdens than full-time students because their stipend is calculated as taxable income.

ANCILLARY FEES
4.7.1
One of the most overlooked shifts to user pays has occurred in the area of course fees.  A decade ago the norm was for students to only have to purchase textbooks and to make some limited photocopying, say of books and journals in library reserve collections.  Now the norm is for students to pay for course materials such as course notes, reading anthologies and laboratory manuals. As access to the Internet is widened undoubtedly usage fees will be imposed on undergraduates.   Course fees have become widespread as faculties deal with the funding cuts passed down to them from the stagnant public funding base.

4.7.2
Due to the restrictions on universities charging compulsory undergraduate fees and existing university policies concerning illegal course material fees the coordinators of many topics go through the charade of providing an 'alternative'.  The alternative is usually something token like placing a copy in the reserve section of the library that costs nearly as much to photocopy anyway.  In this way topic coordinators are able to get 99% compliance with the 'voluntary' course material fee, and hence an additional fee is placed on students already contributing substantially to the cost of their education through HECS or up front fees.

4.7.3
Other course charges on things like assessment for prior learning and credit transfer are clearly problematic as they discourage prospective students with TAFE and other vocational qualifications from entering university.  We have heard reports from other universities are charging ancillary fees for students seeking re-marks of assessment.

4.7.4
For students enrolled in four or five topics these additional fees can amount to a couple of hundred dollars at the start of the academic year on top of a student's hefty costs such as for textbooks or finding bond money for accommodation. As schools try to deal with the funding squeeze more and more course fees are being passed onto students. It is quite appalling that as students are being made to pay more and more in the way of HECS and up front fees the less and less we are being offered without additional fees.  SAFU and the PGSA believes that the Commonwealth should legislate to make ancillary fees illegal and to provide university faculties with the funding to make up the shortfall.  Short of this, it should at least develop stronger regulation of course fees to ensure that realistic alternatives must be available for anything related to assessable matters.

In this section SAFU and the PGSA wish to comment on:

iii.the adequacy of current student income support measures

STUDENT FINANCIAL INCOME ASSISTANCE
SAFU and PGSA wish to make some comments on the matter of current student financial arrangements. 

Survey of Student Attitudes About Student Financial Support 
5.1.1
SAFU conducted a survey of Flinders students late last year which raised a number of other issues of concern to students:

∑
that the level was too low to live on and had to be supplemented by regular part-time work which cut into study time. 

∑
that the age of independence had been raised again to 25 (it had been 22)

∑
that same sex couples were not recognised as de facto couples in regards to qualifying for the independent Youth Allowance rate

Work vs Study Time
5.2.1
A DETYA report released last year may lend some weight to the student concerns over the need to work cutting into study time.
  In 1994 26% of first years  cited part-time work as their primary source of income.  In 1999 this had increased to 37%.  Amongst full time first years the percentage of full time students with some employment increased from 42% in 1994 to 51% in 1999.  The average number of hours worked by full time students increased by 38%.  The report calls this a  'growing issue'. The report also quantifies the anecdotal evidence that students are spending less time on campus.  The mean number of days per week spent on campus has fallen from 4.38 to 4.07.  This amounts to an 11% drop. This would be consistent with students spending more time engaged in paid work. 

Scholarships and the Social Security Act
5.3.1
Another pressing issue has been raised through the PGSA’s student support casework. This is the treatment of the APA and university scholarships as income under the Social Security Act.  For the purposes calculating social welfare benefits the scholarships are currently treated as income.  This can result in students and their partners or dependents suffering significant financial loss.  The following examples have been brought to the attention of the PGSA in the last few weeks:

∑
A student in receipt of the APA informed us that their spouse who had been receiving a disability pension had their entitlements cut altogether. This could result in disabled partners losing their economic independence, leading to additional tension and stress for postgraduate students and their families;

∑
Another student who was awarded an APA was informed that they were no longer eligible to receive their aged pension entitlements;

∑
A student with a disability who was awarded a Flinders University Scholarship had their pension cut

∑
A student recently contacted the PGSA for advice because they were experiencing serious family problems which necessitated them changing from full-time to part-time. They decided to remain full-time because the increased tax incurred on any paid work they did combined with significant reductions in parenting allowance meant they  would be $150.00 per week worse off.

5.3.2
 The PGSA is concerned that there may be an undisclosed number of scholarship holders whose circumstances do not enable them to study full-time but who choose to enrol full-time in order to avoid financial hardship.  If this is the case then already disadvantaged social groups may face further costs because of the longer completion times or face greater risks of not completing at all. Consequently, they are often among the most disadvantaged groups in our society and higher education is an important avenue for advancing and improving their own and their family’s future economic stability and opportunities. Postgraduate study may also be an  important means of enabling people to move out of the welfare system and become financially self sufficient.

Successful APA recipients are generally among the best and brightest in Australia. Postgraduate students who are welfare recipients already have barriers to overcome and certainly those with such demonstrated academic potential should not face further disincentives to continued participation in higher education.

5.3.3
The PGSA has spoken with people from DETYA, Centrelink and the ATO.  The outcome was that the PGSA was told that these matters were legislative issues  and that none of the institutions have the power or flexibility to take into account the inequities or hardships created for individuals.

5.4.1
The Welfare Service of the Flinders University Union has made a submission to this committee with regards to the adequacy of student income support (Inquiry terms of reference 4(iii)).  SAFU and the PGSA wholeheartedly endorse the recommendations arising made by this submission:

5.4.2
Youth Allowance and Austudy
∑
The rate of Austudy payment and Youth Allowance be equivalent to Newstart payments;

∑
Youth Allowance and Austudy payments be indexed twice yearly in March and September, in line with all other Centrelink Payments; 

5.4.3
Student Financial Supplement Loan Scheme 

∑
The income trade-in component of the loan be abolished;

∑
Category Two Loan be extended to all students, and students be able to access this in a lump sum;

∑
The scheme be made more flexible to administer so that students are not disadvantaged by one set pay day;

5.4.4
Education Entry Payment
∑
Education Entry payment be extended to all students who are eligible for youth Allowance or Austudy payment, for at least the first year of their course, and that this be paid to the before their course commences;

∑
Education Entry payment be paid to anyone transferring to Youth allowance or austudy payments from Newstart or Jobseeker Youth Allowance regardless of continuous receipt of payment;

∑
Education Entry payment be paid to student who are granted Youth Allowance who are especially disadvantaged, for example students who are homeless.

5.4.5
Newstart Payments
∑
Students transferring to Youth Allowance or Austudy payment from Newstart or Jobseeker Youth Allowance be exempted from having to look for work for four weeks before commencing university studies;

∑
People who are studying part time as part of an approved activity test on Newstart be able to access an Education Supplement to assist with study costs;

In this section SAFU and the PGSA wish to comment on:

(g) the regulation of the higher education sector in the global

environment, including:

iii.university governance reporting requirements,

structures and practices;

CORPORATE MANAGERIALISM AND UNIVERSITY GOVERNANCE
6.1.1
The traditional relationship industry-university relationship has a long history, and takes a number of forms (professional registration courses such as law, medicine, nursing, engineering), student placements in industry and the appointment of industry representatives on university bodies.

6.1.2
Since the 1980s there has been strong pressures placed on universities to commercialise their activities.  While universities remain as an important mechanism for industry by reproducing (or enhancing) a skilled labour force (and a managerial class) they are also increasingly becoming a source for capital accumulation in their own right.  Noble in The Automation of Higher Education
 locates the origins of the  corporatisation of higher education with the end of the post-war boom in the mid seventies. The major industrialised nations began switching their focus for future development from heavy industry to knowledge industries (such as electronics, telecommunications and biotechnology). In short university activities had become too important to be left to universities.  A proliferation of industrial partnerships and new proprietary arrangements have instead emerged to transform intellectual activity into intellectual capital.   

6.1.3
Noble makes a useful distinction between two phases in this conversion of intellectual activity into ‘intellectual capital’.  The first phase focussed on the commodification of research functions of the university.  Knowledge, particularly in the scientific or engineering disciplines, was transformed into commercially viable proprietary products that could be bought or sold on the market. Both in the US and Australia the tax laws were adjusted to give generous incentives for corporations to invest in university research. Likewise several influential legal judgements gave universities automatic patenting rights over research funded from federal grants. This led to universities commercialising their research activities. The new commercial relations were codified into ‘intellectual property policies’ and an infrastructure was set up to cultivate corporate ties and to market their new commodity, control of research patents. In Australia universities set up ‘commercial arms’ to organise this process. This phase has not yet been completed. The second emerging phase of the commercialisation of intellectual activity  is the commodification of teaching, particularly though the use of computer-based instruction. Courses are transformed into marketable products such as courseware, copyrighted videos, CD-Roms and web sites.  Another variant is the development of university accredited courses to meet the training needs of a specific corporate client such as Coles-Myer or MacDonalds.

6.1.4
Over the last decade a major threat has emerged to students having a major say in the how the education system is run (apparently on their behalf). The trend has been for decreasing representation from students and university staff in the upper levels of university decision-making such as University Councils.  The drive to make universities more entrepreneurial and their governance more managerial in the coming years will maintain this pressure.

6.1.5
For example the Hoare Committee
 which reviewed university governance in 1997 recommended that the views of 'stakeholders' may not even require direct representation on the governing body, instead being heard 'through committees and advisory groups or consultative arrangements’. The Hoare Report argued that the traditional collegial forms of university governance need to be replaced with a narrower managerial form of governance due to the changing nature of the academic enterprise:

Apart from the need to absorb the impact of changing economic and demographic trends, universities also must take into account both the shifting emphasis of government priorities towards the expansion of vocational education and training sector, as well as the impact on higher education of the forces of globalisation and information technology presently transforming the international business environment.

The increasingly competitive higher education environment has led in tandem with moves by government, to ever-increasing attention to quality assurance mechanisms and the repositioning of the student as a customer or client.  Focus on employment prospects of graduates also has meant growing pressures on academic staff to demonstrate relevance of courses in terms of meeting the needs of industry. 

6.1.6
There has been a great deal of debate about the nature and effect of the changes that have occurred to public sector (broadly defined to include higher education) administrative structures since the early eighties. The term 'corporate management'
 has been used to designate the introduction of private sector management practices into the public sector over the last 15 years:

Corporate management (is) in competition not with the rubric of technical rationality but with the practical rules and procedures of bureaucratic action.  Corporate management can be viewed as a major project of modernisation and rationalisation which reworks and intensifies aspects of operational techniques of the established paradigm of technical rationality, shifting its emphasis from the legal to the economic and from values of protection and compensation to those of competition and entrepreneurship.

6.1.7
Instead of the collegial form of governance based on consultation and debate between different sectors of the university instead we get 'a top down' approach and a strict adherence over a long period of time to a mission statement or a strategic plan'. In the context for the foreseeable future of fiscal restraint alongside exhortations to become more competitive, corporatism mangerialism amounts to a strengthening of elitism.  Managers implementing the administration's agenda are able to place themselves as the defenders of the whole  institution, as opposed to elected student and staff representatives who are portrayed as being a sectional  interest group and thus seen as outside what is good for the university. In short corporate managerialism is about creating a small body of 'experts' to manage the universities minus the annoying interest groups who might ask the hard questions.
  For example the 1997 restructuring of university governance in South Australia by the State Government led to a compromise situation where the size of University Councils were considerably reduced in size but some student and staff representation remained.

6.1.8
Students have long argued that good university governance should be based on the principles of participatory democracy, where constituent groups of the whole university community can fully participate in the making of decisions.  The advantages of governance based on the participation of the 'stakeholders'  in university decision-making include:

•
ensuring greater accountability by widening and improving access to information and facilitating feedback about the impact, effectiveness and implementation of policies and decisions from constituent groups

•
more informed educational decisions, made by those in a position to make judgements about educational processes, and decisions which are responsive to the needs of constitutive groups

•
fostering a greater sense of academic community and co-operation, where students and staff feel that they can shape and influence decisions which affect their day-to-day work and study

•
utilising the wide experience and expertise possessed by constituent groups, leading to more effective implementation of policy and decisions, and more inclusive strategic planning

•
reducing disputation, as constituent groups are more informed of decisions taken, and are able to shape the outcome of decisions and policy changes
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