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Submission to Senate Inquiry into Higher Education and Regulatory Legislation
1.
This submission starts from the premise that policy reform in higher education is both essential and urgent.  The higher education system is currently in a critical situation, largely through under-funding and over-regulation by the Commonwealth which deprives universities of both adequate public resources and the means of self-help.  It is the worst of both worlds.
The submission is also premised on the principle that higher education is a vitally important foundation of a prosperous society and offers a rich mix of public and private benefits.  To realise the potential of those benefits the Australian higher education system must be internationally competitive, attracting staff and students worldwide and producing graduates and research outcomes of internationally-recognised quality.


As a public good with substantial public and private benefits, higher education must be resourced through a mix of both public and private funding, and striking the appropriate mix is a critical public policy issue.  An over-reliance on either private or public funding will lead to an under-investment in higher education, and will have significant social implications.


These opening comments provide the context for UWA's position with regard to the 'Backing Australia's Future' package and should be read in conjunction with our original 'Crossroads' submission (http://discussiondocuments.uwa.edu.au/discussion_documents/crossroads), which sets out in some detail our thinking on many of these matters.
2.
UWA's position overall is, not surprisingly, that there are some elements of the package it supports and some it opposes.  We would hope to improve aspects of the package and remove others.  We believe, however, that a simple rejection of the package in totality, and defaulting to the status quo, is not a responsible option; policy reform is critical and there is no time to delay.

3.
The cornerstone of the Backing Australia's Future package is the proposed Commonwealth Grants Scheme (CGS).  The University supports this on three grounds -

(i)
it increases transparency by properly delineating between Commonwealth and student contributions;
(ii)
it eliminates the systematic over- and under-funding of the current regime (because the Commonwealth Relative Funding Model has not been properly applied for nearly a decade);
(iii)
it increases Commonwealth funding per place over 3 years from 2005.

However, we are critical of the CGS on the grounds that it is not backed with enough resources, and it is not properly indexed.  The combined effect of these deficiencies is that by 2007 spending on higher education will only have regained its 1996 level of 1.6% of GDP; and without indexation the value of this will erode.  If the level of funding was ramped up and properly indexed, we believe the CGS would be a significant improvement.

Within the CGS, we are concerned about the shift in the burden of funding from the Commonwealth to students.  In 1996 the 1.6% GDP expenditure comprised 0.9% from the Commonwealth and 0.7% from students; by 2007 it would be 0.9% students and 0.7% Commonwealth.  We are not convinced a shift of this magnitude is justified, and while it is impossible to specify a 'correct' public:private funding mix, international benchmarks suggest that students in the Australian system are not under-contributing.  We would be concerned, therefore, if the burden on students were to increase markedly from the current level in terms of percentage GDP expenditure.
4.
For the same reasons UWA opposes in principle full cost fees for Australian students.  All higher education has a public benefit and so all Australian students who work and pay their taxes in Australia will be contributing to that public benefit.  There should be a public funding contribution accordingly, not only on economic grounds, but also on access and equity grounds.
For these reasons UWA has to date declined to take up the Commonwealth's offer of enrolling (under its '25% rule') full cost, upfront fee paying Australian students, and while the existence of FEE-HELP will remove some of our equity concerns, we would be reluctant to move to introduce full cost fees for Australian students.  We do, however, wish to have the ability to make that decision ourselves; if public funding remains insufficient to sustain appropriate quality, then all opportunities to increase revenue will have to be investigated.
For similar reasons we support a variable HECS regime in which institutions have some flexibility, within publicly-agreed limits, to make their own pricing and enrolment decisions according to their missions and market circumstances.
5.
With regard to regulation, UWA is of the view that the conditions attached to the CGS amount to a significant increase in regulation and we are strongly opposed to this direction.


In particular, we oppose the tying of Commonwealth funding to ideologically-based conditions such as AWAs, VSU; we do not see the point of stipulating a standard size for the governing bodies of diverse institutions (which on the face of it seems at odds with the Minister's opposition to the one-size-fits-all approach); we oppose the very strict control of student enrolments implied by the annual 'Funding Agreement'; and we oppose the very strict penalties foreshadowed for non-compliance with student load targets, at tolerance levels generally beyond the reasonable control of institutions.  We would hope that there is room for negotiation of many of these elements to get the policy package in an acceptable form.

6.
On the matter of student places, we fully support the proposed increases in fully funded places, particularly the conversion of 25,000 marginally funded places (over-enrolments) to full funding.  We note however that since there are currently some 33,000 over-enrolments in the system, this will actually lead to a decrease in places, and hence access, relative to demand; and we emphasise that it would be necessary to change significantly the allocation of these places from their current distribution to one based on proper measures of demand and equity.  In this context we note particularly the serious under-provision of places to WA and to this University, and seek some assurance that a redistribution of places will recognise the fundamental principle that equally-able students should have equal opportunity of access to higher education irrespective of their state of residence. The use of appropriate demographic analysis to guide place reallocation is therefore an important issue to this state and this University.

We also caution against the use of labour market planning to drive the allocation of places.  While we would support some additional places for teaching and nursing, it is a matter of public record that the use of Commonwealth priorities based on labour market 'needs' has rarely succeeded and should not be used to make highly specific forward allocations of places.

7.
With regard to the 'Backing Australia's Future' proposals for HECS and HELP, UWA supports some flexibility in HECS levels but would wish to see the repayment threshold significantly raised, and the proposed 3.5% plus CPI rate of interest abandoned.  It is important that HECS and HELP avoid regressive characteristics so that access and equity are not impeded by the level and conditions of the loans.

8.
On the matter of equity, UWA supports the introduction of a significant Commonwealth scholarship scheme to support access for disadvantaged students.  We do not think the Commonwealth Learning Scholarships scheme is sufficient as it stands, either in total funding or in its detail, but it is in our view the right policy direction to be taking in a funding environment with a significant reliance on student contributions.  That these scholarships will be assessable as income by the Dept. of Family and Community Services is a major obstacle to equity and needs to be addressed urgently.
9.
The above comments reflect our views on the core elements of the 'Backing Australia's Future' package.  There are many other elements we could comment on - the international package, for example, we believe to be quite unsound and should be rethought; the Learning Entitlement and Higher Education Information Management System (HEIMS) initiatives have significant implications for recording, reporting and management, and should be carefully reviewed; the definition of 'regional' requires more attention, particularly to take account of a state such as WA where regional provision for a vast state comes out of the Perth-based universities.

There are also matters that are not dealt with in 'Backing Australia's Future' that should be, such as the need for taxation reform to support higher education reform; the relationship with the TAFE sector; the need for an arms length advisory body between the institutions and the Government; and the issue of income support for students.  Most importantly, from a research-intensive university's perspective, the neglect of the relationship between teaching and research and the crucial role of research training, is a serious policy deficiency.  We would, however, expect these matters to receive much more attention as a result of the various research-related reviews currently in train as a result of 'Backing Australia's Future'.
10.
Our conclusion then is that reform must proceed and that with appropriate modifications and improvements along the above lines, the 'Backing Australia's Future' package should be endorsed.  It is not ideal but it is better than the current unsustainable policy arrangements.
Professor Deryck M Schreuder
Vice-Chancellor and President

15 August 2003

(File Ref: F2977)
Page 1
Page 4

[image: image1.png]rN THE UNIVERSITY OF
WESTERN AUSTRALIA




