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Submission to the 

Senate Employment, Workplace Relations and Education References Committee

Inquiry into Higher Education Funding and Regulatory Legislation

By the

The Executive of the University of New England Branch of the National Tertiary Education Union

The executive members of the University of New England (UNE) Branch of the National Tertiary Education Union (NTEU) welcome the opportunity that this Senate Committee Inquiry has provided to debate the so-called ‘Nelson reform’ proposals. In this brief submission we touch on the terms of reference 1, 2, 4 and 5. After having laid some stress on the first term of reference, we propose to concentrate most heavily on an aspect of the second term of reference, viz. the impact the proposals would have on regional equity.

The principles of the Government’s higher education package

It is pleasing to see that the Senate has encouraged debate of the principles of the Government’s higher education package. Without this dimension we run the risk of arguing (only) about the particular and, by implication, conceding the principle. And, if the principle of the package is to shift more of the cost of higher education on to students and their families, and to have Australians accept that higher education is to be more about private provision, it must be resisted by all reasonable means.

The Government’s record on higher education is appalling. It is now a matter of history that the Howard Government elected in 1996 was able to fabricate a reason to slash funds from the higher education sector—in addition to other sectors of society—based on its claim that the budget deficit inherited from the previous government made such funding cuts imperative. While there is of course much that can be challenged about such a claim on economic grounds, the present point to make is that society ought now to realise that the stated reason for the funding cuts was never the real reason. We now know this because when a (substantial) budget surplus did eventuate in 2000 and 2001 the funds lost by the higher education sector (along with other sectors that experienced funding cuts) were not returned. Subsequent events have only reinforced the impression that the government has had a long-term agenda to change fundamentally the nature of the universities.

In seeking support for its latest proposals, the Government seemingly relies on a short public memory. Just fifteen years ago, Australia had a higher education system that was judged by disinterested observers as world class. Its best universities belonged to the league of the best universities of the world. Policies of successive governments since then have, either by neglect or design, worn down and severely damaged the universities. When this reality became a matter for public comment, the Howard Government at first denied any significant funding problems in the sector, and, when such denial was no longer possible, set about convincing the public that the only way that Australia could have adequately funded universities was for greater private provision. In short, Australia had a world-class (publicly funded) higher education system, it was then dismantled, and we are now asked to believe that we should accept in its place a higher education sector that is second or third rate and imbued with funding and industrial practices that many regard as anathema to the concept of a university. 

There are at least two aspects of wider public debate raised by this line of argument. First, successive governments have argued that graduates should pay a higher proportion of tax because they earn higher salaries as a result of their tertiary education. The private benefit that accrues to graduates should be acknowledged, and one of the best ways to acknowledge this private benefit is for graduates to pay a partial fee or contribution. Second, governments have tended to argue that the public is either resistant to higher taxes in general or distinctly unsympathetic to greater public provision of universities in particular. With a little analysis, it can be shown that both of these propositions are either plainly wrong or highly problematic.

That there is significant private benefit that individuals gain from university education is, in our view, incontestable. Not only do graduates earn higher incomes than their non-graduate counterparts; but the non-monetary benefits that come to individuals who gain a higher education are significant indeed. Many commentators who have been hostile to higher HECS charges have preferred to argue that this private benefit needs to be seen against the greater public benefit bestowed on society by these more highly educated individuals. Perhaps because it can be seen as a self-serving argument (or perhaps for other reasons), this is an argument that hasn’t worked. We prefer to argue a different line. Both because there are some people who are genuine in their belief that graduates should make a financial contribution to the cost of their education, and for the sake of the argument, let us accept that the significant private benefit accruing to individuals should be recognised by a higher financial contribution made by those graduates who earn higher incomes. The problem is—and always has been—that the attempt to extract a higher contribution from graduates is a highly selective aspect of public finance over the past fifteen or twenty years. Certainly, there have been other categories of citizens subjected to user-pays principles in this period; however, in the bigger picture at least, the requirement on graduates to pay a higher contribution because they earn a higher income and therefore have a greater ability to pay, is a stark contradiction of the more general argument that successive governments have advanced in the last two decades: not only is the HECS requirement on graduates contradictory of the more general de-emphasis, since the mid 1980s, on the principle of ‘ability to pay’; the fact of the matter is that this higher contribution has been required at a time when the actual tax system has become considerably less progressive. 

In short, stripping away the particularities of the present debate reveals that we used to have a perfectly adequate system for extracting higher proportions of tax from higher paid individuals: it was called a progressive tax system. If governments were genuine in pursuing arguments about fairness they would be attempting to build a progressive tax system in which all groups paid tax according to their ability. More particularly, the policy of setting such a low income threshold at which HECS was payable always seemed to give the lie to arguments about fairness.

The second argument that governments have used in order to bring about a shift to private provision is to say that the public is resistant to higher taxes in general or, in particular, is unsympathetic to providing any more towards a higher education system that only educates a small minority. (The recent claims of senior members of the Howard Government that only a quarter of the population enjoyed the benefits of a higher education have been shown, like many of the Government’s claims, to be false; approximately 46% of Australians will receive a university education at some time in their lives.) Once again, the argument about raising sufficient revenue needs to be put into a bigger picture. 

· All of Australia’s regional universities would be in a position to improve their relative place over the next one to two years were the $30 million of public money recently handed out to Manildra Energy used instead to reduce student-to-staff ratios, to improve infrastructure, and allow staff salaries in the regional universities to catch up with other university salaries.

· All of Australia’s non-Go8 universities would have enough funds over the next five years if they were to receive the money that has been instead lost by currency swaps.

· All of Australia’s regional universities would be ensured of on-going prosperity were the $18m that is currently wasted on a barbaric and one-size-fits-all detention policy instead invested in regional universities. 

· The entire higher education sector would be ensured of on-going prosperity if government were to invest in the sector its dividend from the retained 50.1% public ownership of Telstra. 

The point in laying stress on these principles is that defenders of public education have to resist being drawn into a debate in which the parameters are far too narrow, and in which the broader perspective is lost. To put it another way, no convincing evidence has ever been presented to show that there is any need to adopt the thrust of the Government’s proposals, least of all among them the switch to lower public and higher private provision. The remainder of this submission, then, needs to be seen against the broader context outlined above.

The effect of the these proposals upon sustainability, quality, equity and diversity in teaching and research at universities

We have little doubt that, most realistically, the Government’s proposals will have a highly detrimental impact on social equity; the very best that can be said of the proposals is that they have been ill thought out. In addition, diversity and the overall quality of education are certain to be adversely affected—at least in the non-Go8 universities.

Before coming to some specific remarks about the University of New England (UNE) and how its student body and the life of the University is likely to fare if the Government’s proposals become policy, it is again necessary to look at the broader picture of the effect of the ‘Commonwealth Grant Scheme’ on the university sector as a whole. When the new programs that form part of Backing Australia’s Future are subtracted from the Commonwealth Contributions, the average loss on a per student basis is estimated to be approximately $221 per student in 2005. As a result of switching from ‘block operating grants’ to the new Commonwealth Grant Scheme, the reduction in total operating income for all institutions is about $68.5m in 2005. In other words, this amount represents a claw-back of income, which the Government then proposes to redress by granting other funds that have strings attached. The National Office of the NTEU has produced an analysis of how much of the public funding in, for example, 2005 is genuinely new. Of the $250m the Government claims is new funding in 2005, closer to $100m can be said to be genuinely new, once the claw-back (noted above) and the new policy on over-enrolments together with other double counting are taken in account. Once again, the point to be made is that regardless of the effect on individual institutions—a matter we come to presently—the big picture, when non-tied funding and loadings are excluded, tells a story of reduced public investment in the order of $221 per student in 2005 or $68.5m across the sector. When the $100m of genuinely new money in 2005 is taken into account, we still see a picture of extreme under-investment.

The impact of the Government’s package varies significantly between institutions. Based on target student load for 2003, excluding the regional and teaching and learning loadings, the University of New England bears an average loss per student of $895 in 2005, compared with the average loss per student across Australia of $221.
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	$'000
	$

	 University of New  England
	7225
	76,003
	852
	75,151
	81,623
	-6,472
	-$895.76


Source: Selected data published by the Commonwealth Department of Education, Science and Training (DEST), July 2003  

Of all Australia’s universities, save the Northern Territory University, the Government’s proposals would impact most adversely on the University of New England. Even after the funding in 2006 and 2007 is taken into account, UNE is still much worse off on a relative basis. Apart from the lack of transparency, this is another reason that ‘sweetheart’ arrangements about top-up funds between individual institutions and the federal government cannot be countenanced: such arrangements are unlikely to address the fundamental problem of relative shifts in funding between the universities.

In a number of respects, the University of New England’s student body is not representative of the average Australian student in terms of typical equity groups. For example, the percentage of UNE students drawn from students with a disability and from rural and isolated areas is not only above the national average in each category, but above the average of regional universities. Its percentage of students from a non-English speaking background is around the average for regional universities as is its percentage of students from lower socio-economic status.
 These data indicate that UNE is more than pulling its weight in terms of its student intake from equity groups. Yet, when the financial effects of the Governments proposals are compared across other regional universities with high proportions of students from equity groups, it is evident that UNE is the most adversely affected. Even worse, discounting new funding arrangements, UNE is harder hit than any of the regional universities that have lower proportions of equity groups among their student body, with the possible exception of the Northern Territory University.

When these conditions are considered alongside the Government’s intentions to allow institutions to increase their fees by up to 30%, one can only speculate that the effects of the proposals will be even worse. Cost-sensitivity is far greater among students from lower socio-economic backgrounds and non-wealthy rural backgrounds. Universities enjoying a placement at the top end of the market will be the first to raise their fees to the 30% limit; others, in all likelihood, will set their fees at a lower percentage. Whatever the overall pattern in the marketplace, it is clear that the Government intends to shift the blame of a more expensive higher education from government per se to the market. It seems to us to be a very safe prediction that the university system will be very much a stratified higher education sector within three—certainly within five—years’ time. This is in fact a situation that now exists in the United States. 

The University of New England has the tradition of being a genuinely open university—a tradition begun before such a term was heard of, not only in Australia but in many other parts of the world. Its critical role in Australian society and Australian education has been to accept through its doors not only those who are well credentialed by their former academic endeavours, but also those without formal qualifications wanting only to prove themselves at UNE. Yet, taking on all-comers, UNE has shone in terms of the quality and depth of its research students and its student body overall. In its national leadership in off-campus education, UNE has brought a university education to those who, for financial or physical or practical reasons, have been unable to attend university. It is not stretching too long a bow to suggest that UNE has been one of the institutions in Australian society that has played a role in whatever level of social equity and mobility Australia could once boast. In a period of enlightened public investment in education such missions can be sustained not just by the public’s investment itself, but by the dedication of university staff. Without such investment, however, UNE and universities like her cannot compete forever against the wealthier institutions.

Similarly, the Government’s urging of universities to ‘rationalise course offerings’ does not offer the sector very much at all. Genuine rationalising of course offerings in a sector that contained waste and ‘fat’ is something that would not find much opposition; the problem, however, is that we again have to look at this issue against the broad context outlined at the start. The Government’s attempt to raise this issue as somehow important is a red herring: some rationalising of courses may be possible, but the possibilities for savings of a magnitude that could preserve any quality in the sector—in the present and foreseeable funding context—is tantamount to positioning deck chairs on the Titantic. If the Government has in mind a more radical version of rationalisation, then that would raise other problems, chiefly among them the extra demands made on staff that will be necessitated by running courses across institutions. 

The University of New England, like other regional universities, has strong links to its local and regional community, in the form of both its research and professional activity, on the one hand, and service to the community, on the other.  

Economic impact of less funding, or fewer students:

The Table below is derived from data contained in a submission to Universities in Crisis Inquiry. The data show that, in 1999, expenditure undertaken by UNE and its students contributed approximately $154m in value-added (that is output or income) to the Armidale and Coffs Harbour regions. This translated into about 4,600 jobs.

Conversely, on a per student (EFTSU) basis, the loss of each student would cost the region approximately $17,000 in income and every two students lost translates into one job.

Table 2:

	Regional Economic Impact of University and Student Expenditure 1999 

	(Direct + Indirect Effects)
	
	
	
	

	University
	Total
	 
	Per Student
	 

	 
	Value Added $m
	Employment
	Enrolment (EFTSU)
	VA / EFTSU   $
	Employees / EFTSU

	Charles Sturt
	$225
	5,968
	15,845
	$14,200
	0.38

	Southern Cross
	$107
	2,886
	6,160
	$17,370
	0.47

	New England
	$154
	4,585
	9,044
	$17,028
	0.51

	Newcastle
	$329
	8,539
	14,790
	$22,245
	0.58

	Wollongong
	$255
	6,392
	10,359
	$24,616
	0.62
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	NSW Department of Education and Training (June 2001)
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The effect of this package on the relationship between the Commonwealth, the States and universities, including issues of autonomy, governance, academic freedom and industrial relations

One of the important aspects of the Government’s set of proposals, of course, is the concern with issues of governance and industrial relations. 

The issue of governance can, in one respect, be seen as a distraction. Is the Government seriously suggesting that the problems of a sector that has been slashed of public funding revolve around the governing bodies of the universities? Such a claim defies common sense and reasoning.

At another level, the proposal to cut the size of governing bodies fits into a worrying trend that has developed in the political process more broadly, that is, a lack of accountability and a serious decline in the practice of responsible government. This matches in some ways a culture of intolerance of dissent that has developed in recent years within and outside the universities. 

Beyond anything unwieldy, the size of a Council should not be prescribed. The Government is proposing 18 as the maximum, whereas UNE has 19 members at present, and, given the needs to represent the community and various interest groups, there seems no reason to change this limit.

More important than the number is the number or proportion of elected (academic and general) staff and student representatives. This number or proportion should not be reduced or restricted. It also seems sensible that the ‘outside’ membership should be more broadly community-based rather than being chosen mostly from business/financial and bureaucratic/government circles. Special consideration should be given to representation of diverse (minority or equity) groups, including, where relevant, indigenous representation. Parliamentary representation should be maintained if desired, and, given the federal government’s interest in higher education, it is only sensible to have some form of representation of the federal parliament. 

Whatever merits the ‘reforms to governance’ might have, it is unacceptable to link this to funding arrangements, as this (like the IR ‘reforms’) is nothing more than blackmail. Representatives of the UNE NTEU executive can speak at length about our views on the industrial relations aspects of the package. 

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

Rather than spelling out the alternative policy and funding options for the higher education sector, we submit that the more obvious alternatives are suggested by our opening remarks. We are more than prepared to elaborate on what these might be.

Representatives of the Executive of the UNE Branch of the NTEU would welcome the opportunity to speak to this submission in any public hearing the Inquiry might contemplate.

* 	Commonwealth Contributions less the 2.5% loading for 2005 + the 2005 HECS equivalent rates.   


** 	Subtracted the value of Teaching and Nursing loadings based on undergraduate student target loads for 2002   


*** 	Operating grant as published by DEST, July 2003.


� NTEU, Australia’s Regional Universities at the Crossroads, Research Paper, May 2003, p.14.





