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Background 
On 26 June 2003, the Senate referred to its Employment, Workplace Relations and Education References Committee an inquiry into the policy implicit in the forthcoming budget bills to fund universities, and of details of expenditure and new regulatory requirements, subject to the timing of the legislation. The terms of reference direct the committee to investigate the likely financial effect of budgetary measures on universities and students, including such matters as fee deregulation and the likely effects of the expansion of full fee places; the implications for research and institutional governance and autonomy; the effect on rural universities; on industrial relations and other matters.

The terms of reference are to report on:
1
The principles of the Government’s higher education package.

2
The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to:

· The financial impact on students, including merit selection, income support and international comparisons,

· The financial impact on universities, including the impact of the Commonwealth Grants Scheme, the differential impact of fee deregulation, the expansion of full fee places and comparable international levels of government investment, and

· The provision of fully funded university places, including provision for labour market needs, skill shortages and regional equity, and the impact of the ‘learning entitlement’.

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

4
The effect of this package on the relationship between the Commonwealth, the States and universities, including issues of institutional autonomy, governance, academic freedom and industrial relations.

5
Alternative policy and funding options for the higher education and public research sectors.

Inquiry into higher education funding and regulatory legislation

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

The Government has presented the higher education package – Backing Australia’s Future (BAF) as one based on principles such as diversity, equity, and flexibility. 
However, we contend that the package is unprincipled and designed as:
· A double-dissolution trigger

· A cost-shift from Government to students and their families

· A move to a more deregulated, inequitable higher education sector

· An attack on university staff unions and student associations

2.
The effect of these proposals upon sustainability, quality, equity and diversity in teaching and research at universities, with particular reference to:

o
The financial impact on students, including merit selection, income support and international comparisons,

o
The financial impact on universities, including the impact of the Commonwealth Grants Scheme, the differential impact of fee deregulation, the expansion of full fee places and comparable international levels of government investment, and

o
The provision of fully funded university places, including provision for labour market needs, skill shortages and regional equity, and the impact of the ‘learning entitlement’.

WUPA and the SRC are very disappointed with the announcements made in Education Minister Nelson’s package Backing Australia’s Future (BAF), and we have serious concerns about the effect of the proposals upon sustainability, quality, equity and diversity. As representative student organisations, we have put forward a reasonable view throughout the Crossroads process, that public funding of Australian universities should be greater, not less, than it is. We do not have the private American system in this country and we do not think there is scope at present to charge students any more. Students are already charged enough. Incredible debt burdens are been placed upon students, and the BAF reforms threaten to raise the debt to a magnitude which would be life-long for many. Accordingly, the Senate should oppose these BAF reforms in their entirety. We demand that equity of access to universities be maintained as a fundamental principle of the system, and that alternative policy and funding options be developed to ensure that Australia has an equitable and publicly-funded university sector.
It is clear to us that the higher education system is in crisis. The problems have been well documented through a number of significant reviews in recent years. We believe that until there is a major injection of public money into the basic operating grants of universities to reduce teaching loads, to pay proper salaries, and to arrest the decline in infrastructure, the universities will not be able to do their job – that is contributing successfully to the economic, social and cultural wealth of our nation.

The BAF reforms are clearly a backward step in terms of equity of access, and are essentially a plan to increase student fees, and to corrupt the HECS loan scheme apparatus with the imposition of market interest rates. The Senate need ensure that the radical changes outlined in BAF are not implemented and that further barriers to participation are not created. We are outraged that a more deregulated, inequitable higher education system appears to be the ultimate goal of this Government’s policy. We acknowledge that universities need increased income merely to sustain the level of quality in teaching that they are currently delivering, but deregulation targets an inappropriate revenue source – the student. How can increasing student fees be justified when quality has decreased?
Brendon Nelson makes the dubious assertion that in a deregulated market there would be an incentive for universities to lower fees for some courses. This has certainly not been the case for postgraduate coursework degrees. Moreover, Sydney University has pre-emptively approved a 30% increase in fees for all undergraduate courses, even before draft legislation has been presented to Parliament. If universities were given the opportunity to set their own charges, average fees would almost certainly rise. We are not convinced that competition would limit the extent of any fee increases across the board. There is no example where the application of assumed pure market forces has brought a higher quality, more effective, more equitable or diverse university system. 

WUPA and the SRC do not believe that Crossroads made a compelling case for the need for a deregulated model to finance the higher education sector. The main justification for the deregulation of fees is the need for universities to be afforded additional income be it private or public sources. However, the financial crisis that the universities are currently facing is of the Government’s own making. What is compelling is the need for the restoration of public funding to the sector. We choose to emphasise the importance of public investment because, it is public investment that provides the underpinning of quality in teaching and research.
The impact of the learning entitlement
We oppose the implementation of ‘learning entitlements’ because we believe it would lead to an increase in fees through the charging of premium HECS; differentiate fee levels for the same courses across the sector; undermine regional institutions that do not have the capacity to attract fee payers; and because it will allow ‘portability of funding’ so that private providers in the higher education sector would have access to public funding. The proposed cap on the learning entitlement may also be restrictive and leave some students incapable of paying for the final part of a degree, or exclude students who have already accumulated a certain level of debt from re-training to change careers, thus denying students access to lifelong learning. What happens if a student incurs a $50,000 debt but does not finish a degree? Where is the equity in amassing a huge debt and perhaps having no qualification to show for it?
Although voucher schemes in theory only refer to the mechanism for distributing public funding (in the form of a specific monetary entitlement or an equivalent), in practice, vouchers or learning entitlements as proposed by the West Committee (Learning for Life, 1998, pp. 118-119), and by the penultimate Minister, Dr Kemp (Universities in Crisis, 2001, Appendix 4) lack measures to ensure equity. Nelson’s version of ‘the learning entitlement’, if imposed, would put a university degree out of reach for the vast majority of secondary students, particularly those from disadvantaged or low socio-economic backgrounds. 
Deregulation 
The leading universities, commonly known as the ‘Group of 8’ support a more deregulated market for undergraduate and postgraduate education, on the basis that this would promote greater diversity and differentiation across the sector, in line with the needs of a diverse student population. Other universities, particularly those serving regional or outer-metropolitan regions, are concerned about the effects of increased deregulation for the viability of their institutions and their capacity to meet local and regional needs. WUPA believes that higher education institutions should not be free to raise the level of fees for undergraduate courses. Student fees, in the form of HECS, should be set by the Commonwealth. We hasten to add that the current HECS charges and repayment arrangements are high in comparison with international standards, and fail to recognise the public benefits from investment in higher education. 
WUPA and the SRC are proponents of the increased regulation or re-regulation of higher education. We want to ensure that public universities restore their focus on core teaching and basic research activities and functions related to the public good rather than short term market needs. Proposals for deregulated fees, which raise serious equity and other public policy concerns, present a barrier to participation, particularly for the disadvantaged. Deregulated markets are effective for achieving many purposes, but they do not automatically achieve all public interest objectives. 

The principal structural barrier for disadvantaged groups enrolling in a university degree is the cost and debt burden of higher education. As higher education has moved towards a user-pays system in recent years, equity groups have been squeezed out, except where funding specifically targets their participation. The BAF reforms create further equity problems and will act to discourage equity programs in higher education. The reforms do not encourage providers to widen participation or specifically target programs for disadvantaged clients. Therefore, it can be argued that the Brendon Nelson’s higher education package will have negative social effects on access and participation, especially for those from less privileged groups in society.

Differential HECS in its current 3-tier form has long been suspected of being a structural deterrent for disadvantaged groups participating in higher education, especially in crucial science and engineering disciplines.  We now know that politically sensitive material showing evidence of this has been recently deleted from an official departmental report, the National Report on Australia's Higher Education Sector 2001 (Sydney Morning Herald 4.8.03 “Ugly details cut from uni policy report”). The proposal to deregulate fees will further entrench access to universities for only those with the ability to pay.
Student income support measures also represent a structural deterrent. The current measures are inadequate in terms of the quantum of funds available; there is also a punitive parental income test, a lack of rental assistance for Austudy recipients and restrictions on access to Austudy through the independence test. To illustrate the problems with support measures, we point to the AVCC survey of Australian undergraduate student finances, which shows students’ financial concerns are having substantial impact on their studies with 70% of students being forced to work two days a week, on average, during the teaching semester just to survive. The report found that more than a third of undergraduate students are missing classes because of work commitments and this is seriously undermining their capacity to study. Where is the equity in having to pay your HECS debt whilst still studying? The BAF reforms threaten to make these problems worse.
A stark choice confronts the Senate – either allow the deregulation of the provision of higher education and allow market forces to determine the quality and nature of future provision; or substantially increase investment in public universities, and develop a new policy framework to ensure quality and accountability which takes account of the changing needs of the nation. To de-regulate universities further, particularly in relation to fee-paying and other forms of corporate activity, would be to significantly modify their identity as broadly accountable institutions serving the public good, and it would reduce access to higher education in an era when an educated population is the key to national prosperity.
3.
The implications of such proposals on the sustainability of research and research training in public research agencies.

There are serious implications arising from the proposed changes on research and research training in universities. The announcement that there will only be 31 new Australian research scholarships by 2007 is grossly inadequate, and the decision to link any new scholarships with population growth, is ill-advised and opposed to the notion of ‘Backing Australia’s Future’.  In effect this is establishing structural barriers that will retard the number of new researchers trained in this country.

The current problems with research training in Australia have been the subject of a number of reports, but BAF does not warrant these problems satisfactory attention. For example, the White Paper on Research and Research Training, Knowledge and Innovation, identified several shortcomings in research education, which included:
· poor supervision

· high attrition rates and slow completion rates for research students

· inadequate levels of departmental support and limited access to quality infrastructure

· a need to improve the employment related skills of research degree graduates.

Based on this report, the Research Training Scheme (RTS) was implemented in 2000 with the aim of improving completion rates and producing more timely completions. Universities now receive financial encouragement for faster completions. Unfortunately, most universities have taken up the ‘stick’ rather than the ‘carrot’ as the preferred instrument of encouragement. We had hoped that BAF would outline mechanisms in which student progression could be more properly encouraged, but not so aggressively enforced, through supportive rather than punitive measures, and that emphasis be restored on quality rather than time to completion. Unfortunately our expectations that BAF would deliver more for research students were not fulfilled. 
The cuts to the number of postgraduate research places should be restored, scholarships should be available for part-time studies, and a new category of Australian Postgraduate Award (APA) should be developed for Indigenous peoples. The Commonwealth should also increase the stipend allowance. Research students produce the majority of research publications and are involved in most of the research activity in universities. Many are very high achievers, and their potential should be harnessed and nurtured. Also, we propose that HECS debts should be relaxed for those gaining a PhD to encourage doctorate students to stay in Australia, and reduce the ‘brain drain’.
The proposals to further implement a performance-based research funding regime will overwhelmingly favour the wealthier, more established universities over new or regional universities. Universities with developed infrastructure, greater levels of private income, and an established international reputation will always out perform those universities struggling to establish themselves in a hostile funding environment. The proposed arrangements might encourage some concentration, but overall they will reinforce the emphasis on quantity rather than quality as institutions are led to play the new formula and compete aggressively with each other, in order to ensure that they at least maintain their relative share of a fixed quantum of funding. 
4.
The effect of this package on the relationship between the Commonwealth, the States and universities, including issues of institutional autonomy, governance, academic freedom and industrial relations.

The Relationship between the Commonwealth, States and Universities

WUPA and the SRC believe that the current division of responsibilities between the Commonwealth and the States and Territories with regard to higher education is appropriate. The current inter-governmental agreement clearly sets out the sharing of responsibilities between the respective Governments. The primary responsibility for the public funding of higher education rests with the Commonwealth and, with that, the attendant responsibilities for determining national policies, objectives and priorities, the administration of funds, and accountability of institutions. The States and Territories have responsibility for developing their objectives within the framework of national policies, and the legislative responsibility for the establishment and oversight of institutions. The States also ensure that institutions meet reporting obligations, financial management and accounting standards. 
However, the manner in which the all governments receive advice on higher education issues, the nature of that advice and the context in which government policy, programs and funds are administered, are not properly addressed in the BAF reforms. Much more open, objective and informed arrangements are required. In our submissions to Crossroads, we advocated for the establishment of a statutory ‘buffer’ body to stand between the universities and the governments. We believe that such a body should be independent and have broad functions and responsibilities. It should administer programs, provide expert policy and other advice, collect statistics, and play a role in public accountability and quality assurance. Perhaps, such a body could co-ordinate the work of the Australian Universities Quality Agency (AQUA). The body should also serve the purpose of heightening public awareness of higher education to the life of the nation, and help maintain the public debate on higher education issues.
We suggest that a review of the inter-governmental agreement could be used as a vehicle to establish such a ‘buffer’ body, along the lines of the Australian Universities Commission which operated successfully from 1959 to 1976. Since the end of the 1980s there has been an increased tendency of governments to rely more exclusively on advice received from departmental officials. WUPA and the SRC would not be surprised if that advice included convincing arguments against the establishment of a formal body providing an alternative source of advice. An energetic higher education advisory board can be expected to champion the cause of higher education more effectively than lobby groups like the AVCC and NUS, and with a much greater degree than DEST, whose function is the execution of policy rather than its making. 
Governing Bodies

The university council is the highest decision making body of the university and is responsible for strategic planning, financial oversight, and final sign-off on matters such as senior appointments and commercial ventures. Governance and management of universities through councils have recently shifted from one based on a collegial model to one based on an enterprise or corporate model. WUPA is concerned that the continued movement away from participative governance will mean that elected student and staff seats on councils will be reduced further. 
BAF requires that the size of governing bodies be reduced, but little justification for such a position is made in Crossroads. We accept that members of university councils should be bound to act for the university as a whole, which involves consideration of the best interests of a diverse range of clients and stakeholders. It should hardly be contentious that members of governing bodies are there to serve the best interests of the institution they govern. We support amendment to the enabling Acts of universities to clarify the role of the governing body, to clarify the duties of members of governing bodies, and to clarify conflicts of interest.
However, we do not support further reducing the size of governing bodies. The size of a governing body is less important (in terms of good governance) than the quality of the membership and the quality of the information made available to the membership (Hoare Report 1995). WUPA is currently lobbying for the inclusion of both an undergraduate and postgraduate student on the Council of the University of Wollongong, increasing the size of the membership from 18 members to 19 members, which is still below the State average of 19.3 members. We argue that effective and equitable governance is not possible without students because they play a role in ensuring that the institution is well managed. Student and staff representation on council should be especially valued because they have an intimate acquaintanceship with the university, its academic and professional culture, and its functions. Inclusion of students and staff helps create transparency and accountability mechanisms and helps to protect academic freedom and traditional concepts of good governance.

Also, we do not support the removal of Parliamentary, Ministerial and Governor-in-council appointments as justification for making the governing bodies more manageable. We believe that the Parliamentary members bring valuable perspectives and experience to the university council, and their role should be retained. 

BAF fails to consider the benefits of participative models of governance and is clearly pushing for smaller, less accountable bodies of corporate 'trustees' (i.e. business appointees). This is despite the fact that corporate scandals in Australia and overseas are becoming increasingly common as a result of poor accountability and transparency mechanisms. Is this the path the Senate would like the Australian higher education sector to move towards? 

If corporate-style governance models are preferred by the government for our universities than students and taxpayers alike need stronger protection and avenues to keep watch on how public monies are been allocated. If commercial decisions fail, who will be left to bail out the universities? It won’t be the senior executive of the university – it will be students (through higher fees) and the general public (through higher taxes). Many of the options presented by the Minister have been put forward based on the sacred pursuit of increased efficiency. Yet, there is nothing efficient about increasing the likelihood for corruption and bad governance.

Industrial Relations

Australian government policies on industrial relations in higher education have presented themselves as reformist, but they are widely seen as punitive. The workplace reform programme has been much more focused on saving money than achieving any genuine improvements to working conditions. The essential problem with the application of an enterprise bargaining regime is that universities face the unpalatable option of a fixed pie: they can, for example, choose to give salaried staff a pay rise to maintain real incomes, but if this option is taken something else has to give, such as the layoff of staff. The only practical source of relief for this problem is more adequate salary supplementation from the Commonwealth, requiring a marked shift in government policy. In 1994 when enterprise-based salary bargaining was introduced, it represented a change from centrally negotiated salaries funded by the Commonwealth, to salaries and conditions negotiated locally, based on awards set by the Australian Industrial Relations Commission. In the first round of enterprise bargaining the Commonwealth provided just over half of the funding for the 4.9 per cent increase, but since 1996 the Coalition Government has not supported salary increases in excess of the Cost Adjustment Factor, and made it clear to universities that they will need to fund salary increases from other revenue sources. 
Enterprise bargaining has pitched university managers against academic and general staff, with the only way out of the impasse being a reluctant concession of salary increases at the expense of retrenchments. It has reduced morale and wasted valuable time in many universities. WUPA and the SRC support the restoration of some measure of supplementation to universities to allow a phased salary increase to academics that will restore a reasonable degree of parity with academic salaries in other OECD countries.

The lack of adequate funding to the higher education sector has resulted in the creation of a secondary labour market based on the use of casual, sessional and very short term contract positions. While casual employment offers a number of advantages for postgraduate students to gain teaching experience, it does not have much to offer as a long-term employment prospect. Casual academic staff are disadvantaged by inadequate superannuation arrangements and have no access to paid leave nor professional development. Undergraduate students are also disadvantaged by the flexible staffing arrangements because academics who are paid by the hour cannot be expected to be available for student consultation at all times, neither can they be expected to have the same level of engagement with the department and the university as those with ongoing contracts of employment. An academic career is still sought by many postgraduate students but there are depressingly few permanent positions offered.

BAF proposals for performance-based management and reward for high achievers will probably make the option of aspiring to an academic career even less appealing. It will hold down the real wages for most academics and increase casualisation and job insecurity.  The sector can only be as strong and as successful as the academic profession is inspired to make it. In the absence of adequate sources of Commonwealth funding and the resulting difficulties in conducting inspiring academic programs, the morale of academics is considerably diminished. The government should aim to reposition academic culture at the heart of the universities and provide adequate resources to enable a strengthened, professional academic culture to flourish. The government should reward the academic profession for performing excellently under such difficult and trying financial circumstances, by supplementing operating grants to pay for salary increases and improved working conditions.
5.
Alternative policy and funding options for the higher education and public research sectors.

We are disappointed that the funding models suggested in Crossroads all propose increasing student contributions to the cost of their education. Despite this, the models presented are all incomplete and deficient in that they have not been given proper explanation. They lack the detail to properly assess the impact on the sector, especially for students and regional institutions. Alternate models, as well as the one presented in BAF need to be subjected to rigorous academic evaluation, social impact studies, detailed economic modelling, and then more effective consultation with the sector, especially with the students and staff of the universities (the major stakeholders), before any proposals are put to Parliament.

An alternative funding model might be to develop an “Employer Contribution” for each graduate employed by the corporate sector. Corporations, industry and big business are a major beneficiary of higher education, in the form of a skilled labour supply. We think it reasonable that employers should bare a greater proportion of the cost. Perhaps $500 per graduate employed for large businesses would raise sufficient monies to restore adequate funding to the sector. We also support increasing the top tax rates for corporations so that government can restore public investment to universities.
Another alternative to increasing student fees is to promote corporate donations and bequests to universities. The submission from Professor Roger Holmes to Crossroads (submission no. 28), Vice-Chancellor of the University of Newcastle, called for major taxation reform in support of Australian universities. It is clear that Australian higher education institutions do not derive substantial benefit from donations and bequests compared with US universities. This is a major issue given the need to complement public investment in Australian universities with other sources of income. 

Professor Holmes provided details of fund raising from nine US universities including the successful completion of $US1.4bn fund raising program over 4 years by the University of Virginia. He also provided a detailed review on the relevant provisions of the current taxation arrangements within Australia, including the Tax Assessment Act 1997. Accordingly, based on Professor Holmes advice, we recommend that the Senate initiate a major review of the taxation arrangements in other countries, particularly the United States, which support major donations and bequests to universities. 

WUPA agrees that there should be a balance of public and private contributions to the costs of higher education. However, we believe that Government must retain primary responsibility for funding higher education and that levels of government funding should be commensurate with that responsibility and the need to provide a high quality, equitable system. Failure to invest appropriately in higher education, will seriously reduce Australia’s capacity to compete in the global knowledge economy. Australia needs to decide whether to restore government funding to appropriate levels or move further towards a deregulated and privatised higher education sector with all the risks and uncertainties that entails.
