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

Introduction
The NSW Government believes that higher education is critical to the intellectual, economic, scientific, social and cultural development of the State. It plays an essential role in the creation of the State’s human capital by advancing scholarship and research, cultivating the intellect and imagination, preparing the future workforce in the knowledge economy and fostering an active and participatory civic spirit among future graduates. A successful higher education system must be underpinned by principles of intellectual freedom, public benefit, openness and equitable access for all who are eligible. It must be adequately supported and resourced to enable it to achieve these goals.

While recognising that there are some strengths in the Commonwealth’s higher education package, the NSW Government has significant concerns with certain aspects and believes that the reforms will have a disparate impact across NSW universities.  It is these concerns that form the basis of this submission.

NSW acknowledges at the outset that most of its universities have welcomed aspects of the Backing Australia’s Future package. Vice-Chancellors have appreciated the Commonwealth Government’s positive engagement with the sector and remarked that the package has some major strengths.  These include the progress towards the Australian Vice-Chancellors’ Committee (AVCC) ‘2020 vision’ for the sector; the investment of an additional $1.5 billion over the four years to 2008; the replacement of marginally funded with fully funded  places; a new Indigenous higher education commitment; and a financing model which provides universities with significant flexibility to plan for their futures.

NSW also acknowledges that the AVCC has identified some significant strengths in the package.  These include in particular the adoption by the Government of large parts of the AVCC financing model; the greater flexibility the package provides for universities to pursue their individual missions; the turn around in the slide in Government investment in higher education as a percentage of GDP; specific programs to reward high quality teaching and support regional education; and the Indigenous education initiatives, especially the proposed National Council.

Principles
The Commonwealth’s declared principles are sustainability, quality, equity and diversity but elements of Backing Australia's Future vary significantly from the stated aims of the package.  These include: 

· Cost shifting to students: Backing Australia's Future continues and extends the trend since 1996 to shift the cost of higher education to students, while reducing the Commonwealth's contribution. NSW is seriously concerned about the impact of this shift and the increased cost burden on students and their families. It is further concerned about the long term social and economic implications of this "user-pays" approach and the corresponding downgrading of the public role of universities.

· Shrinking participation: A major failure of Backing Australia's Future is that it does not articulate any vision for target levels of access to, and participation in higher education, or affirm the role of public education in promoting opportunities for social mobility and intellectual development for all who are eligible. The package does not provide a sufficient number of HECS places to maintain current levels of participation or keep pace with population growth. Under Backing Australia's Future growth in higher education will only be sustained by the increase in fee paying places. This effectively limits opportunities for participation by students who are unable to take on loans at real rates of interest. 

· Limiting quality learning opportunities: It is becoming increasingly evident that there will be clear winners and losers under Backing Australia's Future and that over time the pattern of resourcing will lead to increasing differentiation between the resource levels of universities.
 This will result in significant differentiation in areas such as student-staff ratios, infrastructure, research and library facilities and student services. While Backing Australia's Future claims to promote diversity, in effect the package will create a vertical rather than horizontal diversity. That is, diversity will be characterised not by universities with specialised missions, but by a hierarchical and stratified system based on the status of universities as defined by their ability to attract private and public funding.
 Regional and rural universities and their students will be disadvantaged in this new order.  The regional loading is inadequate to compensate for lack of market advantage and some universities with significant regional mandates have been left out of the funding formula.

· Failure to promote equity and access: Commonwealth Learning Scholarships and related equity initiatives are insufficient to offset other aspects of Backing Australia's Future, such as the availability of fewer HECS places; higher HECS costs; the restrictive “learning entitlement”; inadequate income support; and the failure to reverse the Commonwealth's previous changes to Abstudy.

· Increasing marketisation and privatisation of higher education: The Commonwealth's policy for constructing a competitive higher education environment is reminiscent of its approach to schools, where a private sector was boosted at the expense of the public system. Similarly, in the VET sector, Commonwealth market strategies including user choice led to the rapid expansion of private providers with attendant pressures on the States to regulate for, and maintain, quality. Backing Australia's Future also paves the way for a substantial private sector to emerge for the first time in higher education through mechanisms like the concessions to private providers, HELP loans and the partial deregulation of HECS.
   Implications for the quality of higher education provision will emerge as the sector expands.  States/Territories will be under increased pressure to ensure rigorous recognition and accreditation processes are implemented.

· Diminishing national obligation: Backing Australia's Future fails to provide publicly funded adequate growth in universities and consequently the package contains hidden costs for States/Territories. It creates increased pressures on the TAFE system, while failing to provide additional resources for TAFE or a coherent policy for managing the interface between VET and higher education. Students unable to meet rising HECS charges or full fees under Backing Australia's Future will be pushed increasingly into the TAFE sector. Completing the first part of a degree at TAFE will also provide a means to circumvent the five year learning limit that Backing Australia's Future imposes on university students, thus creating more demand on already overstretched TAFE resources.   The pressure will fall on the State Governments to fund the increased demand in TAFE.  States will need to be compensated through increased VET sector funding in the next ANTA Agreement.
· Increased bureaucracy and red tape: While the rhetoric surrounding Backing Australia's Future emphasises reduction of red tape and greater flexibility for universities, the package introduces a number of proposals involving an unprecedented level of regulation of universities' affairs, for example, in matters relating to governance, industrial relations and the disciplinary mix offered by individual universities. The University of Sydney's Senate has commented on the package's “potential for gross intrusion on university autonomy, academic freedom and student choice”.
 Under Backing Australia's Future there is a potential threat to academic freedom and autonomy, given the degree of centralised control to be exerted by the Commonwealth over matters that until now have remained the responsibility of universities and their governing bodies.     

· Divisive impact on Commonwealth and State/Territory relations: The governance of universities, as State statutory bodies, is a responsibility of State/Territory Governments. The attempt in Backing Australia's Future to make funding under the Commonwealth Grants Scheme conditional on changes in individual universities' governance arrangements impinges on State/Territory sovereignty. It also places universities in an untenable position, caught up in the politics between States/Territories and the Commonwealth.    NSW endorses the comment by the Australian Vice-Chancellors’ Committee that “Funds to support the quality of universities’ teaching and learning should only be tied to requirements directly related to universities’ teaching and learning performance”.

One of the most important principles in the reform of the higher education sector is that all eligible Australians should have the same opportunity to access a publicly funded higher education place, irrespective of where they live.  Unfortunately this is not the case.  Through anomalies in past Commonwealth decisions on the distribution of university places, Australians residing in States such as NSW have less chance of benefiting from a subsidised university education than residents in a number of other States/Territories. This has implications not just for individuals but for the development of the State’s economy.   
Currently NSW has

· participation rates substantially below the national average and for 15-19 year olds, lower than all other States/Territories except Tasmania and the Northern Territory

· a net entry rate to higher education that is also below the national average, meaning that the people of NSW have less chance of accessing a publicly subsidised undergraduate place at some time in their lives than residents in most other States/Territories

· the second highest level of unmet demand in terms of the number of eligible students missing out on a university place
· the highest level of over-enrolment by universities in response to previous Commonwealth policy designed to address the shortfall in places and excessive demand

· a higher minimum score (UAI) for gaining access to university than all other States/Territories, except Western Australia, reflecting the under-supply of university places

· a critical shortfall in university places related to areas of severe labour force shortage such as teaching and nursing.

In its negotiations with the Commonwealth, NSW will be seeking an equitable share of university places for its population.  It will also be placing on the agenda the need for improved participation by regional and remote communities and Indigenous people (for further analysis see section 2c, pages 12-14, below).

.     

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

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

Since 1995, students in Australia have had to contribute an increasing proportion of the costs of higher education, leading to one of the highest rates of student contribution among OECD countries. The 2003 Productivity Commission report showed that Australian universities are far more reliant on student contributions than comparable countries, with between 6-37 per cent of revenue coming from students in Australia, while the range for overseas universities for which data were available was between 14-19 per cent.
 Unlike other OECD countries where public investment has increased alongside private contributions, Australia is one of only two countries where public funding has decreased as private contributions (including from students) increased.
 This raises serious concerns about the long term sustainability and quality of our universities, as well as implications for equity and diversity. 

Between 1995 and 2001 the share of total university revenue contributed by students through HECS and fees rose from 23.6 per cent to 37.2 per cent, while the share of total university revenue contributed by the Commonwealth fell from 57.2 per cent in 1995 to 43.8 per cent in 2001.
 Over and above this, Phillips Curran estimate that under Backing Australia's Future by 2008 between 29 per cent and 53 per cent of the additional university revenue will come from students through extra HECS and fees.
 

In 2001 the deferral rate for HECS reached an all time high of 79 per cent.
 The accumulated HECS debt has been estimated to exceed $9 billion by June 2003 and is estimated to rise to nearly $12 billion by 2005-06 (even before the increases proposed in Backing Australia's Future).
 Research commissioned in 2000 by the AVCC showed that to meet the increased pressure to fund the system, since 1996 more students had to take up part time work, work longer hours and incur increased debt.
 This had a number of financial and other consequences. Professor Craig McInnes has found that the longer students work in paid employment the more likely they are to be “tempted to make choices based on convenience rather than personal interest or their potential to succeed”. He also found that, especially for students not living at home, “the combination of work and worry about not keeping up with study, and the unpredictability of self-supporting student life, can have a cumulative and compounding negative effect”.

The financial pressures and their consequences for students and their families will be exacerbated under Backing Australia's Future as they face HECS increases of up to 30 per cent or loans for full fees at commercial interest rates. If HECS charges are increased by 30 per cent, Australian students will pay higher HECS in Bands 1 and 2 than most comparable countries. Fees for Band 3 will be lower than Singapore, New Zealand and the US but higher than the UK and France.
 The interest charges for loans for full fee places (FEE-HELP) can be higher than many home loan mortgage rates. As courses such as medicine, law and agriculture are likely to cost more than the $50,000 limit for FEE-HELP loans, low and middle income students will also need to find additional sources of money to fund their studies.

The impact of these increased charges on students will include: 

· Less diversity and equity among students participating in higher education due to levels of debt aversion, especially among low SES students. Research conducted for the Commonwealth Department of Education, Science and Training (DEST) by the Centre for the Study of Higher Education at the University of Melbourne found that “the perceived cost of higher education appears to be a major deterrent for students of low socio-economic background” with 39 per cent believing that the cost of university fees would stop them attending, as opposed to 23 per cent of higher SES students. The researchers found that this deterrent effect was considerably heightened for rural students.
 These findings are supported by UK research.
 The differential effects of gender on long term earning potential and debt, and the possible consequences for gender diversity in higher education also need careful analysis. 

· Less diversity and equity in choice of university and course. Students' judgments and perceptions of specific universities and courses will be highly influenced by cost, often used as a proxy for quality, and affordability. This could lead to increased differentiation between universities, and between specific disciplines, resulting in a form of educational and social segregation. As the Deans of Law have pointed out, there are also implications for professions such as law, with students from lower socio-economic backgrounds likely to reject high-fee courses, threatening the diversity of the profession and the social justice programs within the discipline..
    
· At the same time, there will be pressures on universities to raise HECS if only to maintain their image in a sector where price is perceived to reflect quality. For example, RMIT Chancellor, Professor Dennis Gibson, was recently quoted as noting that the marketing position that goes with price was like “the difference between shopping at Coles or David Jones”.

· Reduced opportunities for postgraduate study: price sensitivity or debt aversion may prevent certain students from undertaking postgraduate study, thus reducing not only the pool of future researchers but, potentially, the diversity of the population at the highest level of educational qualification. The DEST National Report on Higher Education in Australia (2001) found that already, “the deregulation of postgraduate courses, coupled with a policy that favoured the provision of undergraduate fully funded places, had an impact on the composition of postgraduate student body," with "some impact on equity groups."
    

· Fluctuations in the economy, such as increases in the interest rate (for fee paying students), rises in unemployment and the availability of part time work, will exert a new level of pressure on students and their families. These factors will simultaneously impact on the viability and quality of a higher education system heavily dependent on student fees. The long term impact of rising education costs on wider social factors such as home ownership and birth rates could see the forging of social change in Australia through education policy.   

· Regressive nature of FEE-HELP and impact on equity: The real rates of interest charged on FEE-HELP will mean students who earn the lowest wages or experience career interruptions will take the longest time to repay their debts and end up paying back the most. This is an unacceptable outcome in any equitable education system. 

Impact on socio-economically disadvantaged students

Some of the draft research released by DEST in August 2003, after allegations that it had been deliberately withheld, supports the possibility that Commonwealth changes to HECS since 1996 have had a negative impact on opportunities for students from equity groups. The researchers found that the 1996 reduction in the HECS payback threshold lowered demand for higher education among mature age applicants by around 17,000 a year, as well as reducing the number of part time and external students and those who were new to higher education. These groups often include students from equity groups, such as rural or Indigenous students, as well as students from government schools.
  The researchers also found that participation in the most expensive HECS courses (Band 3) declined for males of lower socio-economic background.
 These findings have implications for future trends in participation, given the rising costs of higher education foreshadowed in Backing Australia's Future. 

The number of the new Commonwealth Learning Scholarships is inadequate to offset the increased cost of higher education for students from equity target groups.  By 2007 only 18 per cent of eligible students will receive one of the 5,075 Commonwealth Education Costs Scholarships (CECS) each year, while only 20 per cent of eligible students will receive one of the 2,030 Commonwealth Accommodation Scholarships (CAS) each year.
 

Moreover, since these scholarships are counted as income for the purposes of Abstudy, Austudy and the Youth Allowance, their real value will be considerably lower than the stated amounts. A scholarship worth $2,000 drops to a real value of only $683 when a student earns the equivalent of $300 (gross) per fortnight, while a scholarship worth $4,000 drops to a real value of only $1,283.  Consequently, rather than adding to the income received through income support schemes, the scholarships merely replace a significant percentage of it.
 

Finally, allocation of the scholarships is on the basis of academic merit. While NSW supports this principle, a proportion of scholarships should always be reserved for those in exceptional circumstances to promote a diverse student body and open doors for capable students who otherwise would not be able to access higher education.  

Income support 

Backing Australia's Future is silent on student income support issues. The NSW submission to the Higher Education Review argued that “Without specific targeted measures to address student poverty and to remove barriers to higher education for under-represented groups, universities will increasingly become the preserve of the elite. The Commonwealth should consider the impact that any Review decisions would have on participation in higher education by disadvantaged students. It should also assess any outcomes against the growing numbers of students from a variety of backgrounds, living in poverty, or under-performing in their studies because of long hours of paid work.”
 NSW again urges the Commonwealth to undertake a review of government funded income support as a matter of urgency.

b. 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.

Contrary to the OECD trend by which increased private contributions (from fees and other sources) are complemented by increased public investment, between 1995 and 1999 Australia actually reduced public investment in higher education, thus effectively replacing public with private funding. The total cuts to higher education funding between 1996 and 2002 amounted to over $5 billion. Professor Peter Karmel estimates that at best the new public funding promised under Backing Australia's Future will replace only half the amount that was taken out of higher education during the previous six years.
 
Despite promises by the Commonwealth that no university will be worse off, the University of Western Sydney has pointed to a loss of at least $7.5 million in 2005, or the equivalent of 700 places, while a loss of $30 million is estimated for 2007.
 The University of New England anticipates a net loss of $1.5 million, despite the regional loading it is scheduled to receive.
 Nationally, it is estimated that seven universities will be worse off under the scheme. The Commonwealth is now making corrections to its transitional funding in response to universities' objections. While this is welcome, the Commonwealth's modelling on the predicted impact of the new funding scheme should be made available to State/Territory Governments as well as universities, since they have a vital interest in the economic viability of institutions within their jurisdiction.  

While the Commonwealth Grants Scheme (CGS) increases the course contribution rate for 2005-2007, it also includes, for the first time, financial penalties for universities which over or under enrol. Rather than risk these penalties universities are already moving to reduce enrolments. For example, The University of Sydney Senate has recommended an immediate 10 per cent reduction in enrolment (approximately 700 student places) across all faculties. Such moves will mean a significant decrease in opportunities for NSW students in 2004.   When the scaling down of over-enrolments is compounded by the loss of places caused by the under-funding of some universities under the CGS, many thousands of places will be lost across NSW universities.
The implications of the CGS go beyond the financial, and impact directly and indirectly on the sustainability, quality, equity and diversity of universities. The University of New South Wales Council has expressed its concern at "the potential negative impact on the academic quality of different disciplines of differentiated Commonwealth contributions."
 The CGS also allows unprecedented opportunities for Commonwealth intervention in matters such as disciplinary profile and related student numbers, factors that ultimately determine a university's mission. For the first time the Commonwealth will, in principle, have the potential to control programs and courses to be taught in universities. Opportunities exist for the politicisation of this process. Gavin Moodie, writing in The Australian Higher Education Supplement raises the possible risk of the Commonwealth's administration of the CGS being "influenced at some stage by parochial or partisan interests."
 Intellectual freedom and academic autonomy are essential tenets of Australia's higher education system and must be respected in the administration of the CGS. 
At the economic level, it has been argued that the penalties for over and under enrolment in effect leave universities which do not wish to reduce HECS places little choice but to offer fee paying places in order to manage student numbers within the narrow margins allowed under the CGS.
  Similarly, the CGS does not include improved measures for cost indexation, again leaving universities no option but to increase HECS or rely on fee paying income to fund wage increases for staff. As the AVCC points out, the lack of effective indexation to reflect real changes in costs will ultimately reduce the real value of government investment.  This will put the sustainability of universities at risk in the latter half of the 10-year funding period, and potentially lead to a replay of the situation in the late 1990s.

Differential impact of fee deregulation and expansion of full fee places

Although Backing Australia's Future leaves it up to individual universities to decide whether or not they wish to increase HECS or enrol fee paying students, it is clear that universities may be left with little choice in these areas if they want to maintain the quality and competitiveness of their institutions. According to an estimate by the NTEU, the shortfall under the CGS ensures that "universities will have to set their fees at 10% above 2005 HECS charges just to maintain current levels of operating income."
 

However, even universities that wish to do so will not have equal ability to raise additional revenue. The historical factors that have privileged older metropolitan universities will continue to allow these institutions to command higher HECS and fees as well as the bulk of Commonwealth research funding. 
An unequally resourced and hierarchical university system will result in greater social exclusivity, and work against the creation of a vigorous and diverse student body. It also has implications for institutions themselves, in terms of their ability to attract staff, provide an intellectually stimulating environment and support innovative, risk taking research. Increasingly, high prestige, high cost institutions will tend to be concentrated in particular locations and will be differentiated from institutions in other parts of the country, and even within the same state or city. Regional institutions, in particular, are likely to be disadvantaged under the new system, in spite of the regional loading. 

NSW supports the emergence of a diverse and differentiated higher education sector, but believes that Backing Australia's Future does not provide a vision for a diverse system of universities, beyond the differentiation driven by financial constraints and the play of market forces. It does not pay sufficient attention to the reality of universities as complex institutions, each with a distinct economic, academic and social function.    

c. 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’.

Phillips Curran found that for domestic students in Australia: "In all States, participation rates rose sharply in the early 90s, with a slower rate of growth or a decline thereafter. In 5 of the 8 States and Territories (the ACT, Victoria, Western Australia, South Australia and the Northern Territory) higher education participation rates were lower in 2001 than in 1993. The most significant declines occurred between 1995 and 2000…The general pattern of levelling or decline in participation rates does not reflect reduced demand from students, but rather constraints on the number of places available. In particular the number of ‘fully funded’ places was reduced between 1996 and 2000. Despite substantial over-enrolment by universities in this period, the number of domestic (non-overseas) students commencing higher education actually declined between 1996 and 2000 (-0.6%). That is, fewer Australian students started university in 2000 than in 1996. There was modest growth in total commencing student numbers over this period (9.3%), but that growth was entirely explained by the continuing rapid growth in overseas students (91.9%)."
 

A decline in domestic students’ level of participation in higher education is also borne out in separate research conducted for DEST by Yew May Martin and Tom Karmel in 2002, but only recently released, in draft form, under pressure from the media.  Martin and Karmel found that “the likelihood of someone attending university in their lifetime” increased from 39 per cent in 1989 to around 51 per cent in 1996, declining thereafter to 47.3 per cent in 2000.

This imposed reduction in domestic participation rates since 1996 needs to be kept in mind when considering both current participation levels and the future provision of fully funded places. According to Phillips Curran, in 2002 there were 25.1 fully funded places per 1,000 of the population aged 15 and over. If over-enrolment is included, this increases to the equivalent of 27.2 subsidised places for every 1,000 of the 15+ population.
 

For NSW the number of allocated places in 2002 is lower than both the national average and the figure for comparable states such as Victoria and Queensland, with 22.8 fully funded places and 25.5 subsidised places per 1000 of the population.
 This reflects an ongoing anomaly by which NSW's share of subsidised places has been consistently lower than its population share. According to modelling by Phillips Curran, NSW is the lowest of all States/Territories, except Tasmania and the Northern Territory, in terms of participation by the 15 –19 age group. This partly accounts for the higher levels of over-enrolment in the State, compensating for its lower share of fully funded places. 

The inadequacies of the current situation will not be corrected but compounded under Backing Australia's Future. Phillips Curran's modelling shows that there will be a net increase in subsidised places of only 0.8 per cent between 2002 and 2008 - insufficient to keep pace with projected population growth. In this period, according to Phillips Curran, NSW may be the only State likely to experience a net loss of places by 0.2 per cent when the impact of phasing out over-enrolment is taken into account.
   

After 2008, without further growth the number of Commonwealth subsidised places per 1,000 people aged 15 and over will fall across Australia from 27.2 in 2002 to 24.8 in 2011 and 22.6 in 2021.
 Phillips Curran estimate that based on 2002 levels of participation, there will be a national shortfall in Commonwealth subsidised places of around 16,300 in 2006, growing to almost 39,000 in 2011, unless there is further funded growth. The provision of ‘fully-funded’ places keeps pace better with population growth, actually running ahead of it in 2006, but still falling short by 2011.

The Commonwealth has announced that the distribution of new places (including the 25,000 places converted from marginal funding) from Backing Australia's Future will be negotiated in discussions with States and Territories. 

In these discussions NSW will maintain that the following factors must be addressed in any allocation of places between States/Territories:

· A national target rate for participation and fully funded growth needs to be agreed on, taking into account the reduction in participation since 1996 and the need to ensure equitable access to higher education. Growth in participation by fee paying students must not be substituted for the availability of publicly funded places for all eligible students.

· Australians who meet eligibility criteria must have equal opportunity to access a higher education place at some time in their lives irrespective of the State/Territory or regional area in which they live. Participation levels across States/Territories below the average net entry rate should be brought up to the national average.
 New South Wales with a net entry rate of 34.12 in NSW was below the national average of 36.46, as were Western Australia and the Northern Territory, while "people in Victoria, South Australia and the ACT were substantially more likely to enter higher education over their lifetimes than the national average."
  

· The under-participation of specific groups in the community such as those living in remote areas and Indigenous Australians must be considered in the distribution of places.

· The current distribution of over-enrolment must be taken into account in any redistribution of the converted 25,000 places. Over-enrolment was encouraged by the Commonwealth between 1996 and 2002 as a strategy to solve the problem of unmet demand. Universities with high levels of over-enrolment should not be penalised by the loss of places when the redistribution of currently marginally funded places and their conversion to fully funded places occurs.

· Regional demographics; unmet demand; labour market shortages; and places for TAFE graduates and mature age entrants, as well as recent school graduates, must also be taken into account in the distribution of new places from Backing Australia's Future.  Unmet demand must also be considered in relation to courses that critically impact on workforce supply. In 2003, NSW had the third highest unmet demand for nursing places and the second highest unmet demand for teaching places across the nation.
    

In 2002, while Australian universities were over-enrolled by 8.3 per cent above the number of non-research places for which they were fully funded by the Commonwealth, NSW had a higher percentage of undergraduate over-enrolments than other States at 15 per cent or 16,766 places above its fully subsidised EFTSU.
 This represents 44 per cent of total undergraduate over-enrolments in Australia in 2002. Moreover, AVCC figures show unmet demand for NSW/ACT for 2003 at between 5,900 and 7,900 applicants, an upper level of unsuccessful applicants higher than for any other State/Territory. This indicates that NSW alone will need in the range of 20,000 new fully funded places to keep up with current needs. Backing Australia's Future provides a total of only 31,557 new fully funded places nationally by 2008.

Labour market needs 

NSW welcomes Commonwealth's commitment to consult with States/Territories in identifying areas of labour market need such as teaching and nursing education. However, as pointed out by Phillips Curran, Backing Australia's Future does not propose any specific strategies or mechanisms for a whole-of-government approach to coordinated workforce planning and policy development, as recommended by both the National Review of Nursing Education and the Australian Council of Deans of Education.  

Backing Australia's Future's allocation of growth places for nursing to regional campuses will address some of the concerns about rural and remote nursing highlighted in the National Review of Nursing Education. However, no strategies are articulated in the package to address nursing vacancies in urban areas, or the levels of unmet demand for nursing places at city campuses. According to NSW Health, in 2003 Area Health Services were actively recruiting 1,600 full time equivalent Registered Nurses.  Approximately eighty per cent of these vacancies are in the Sydney metropolitan area.  

Phillips Curran estimate that the maximum number of new nursing places likely to result from Backing Australia’s Future will generate a 15 per cent increase in course completions between 2003 and 2010.  This goes less than half the way towards addressing the 32 per cent decline recorded between 1994 and 2000.

In 2003, the number of unsuccessful applicants for nursing places in NSW alone was 492. The Commonwealth budget, however, provides only 210 nursing places nationally from 2004 for regional campuses. There are no indications of how these will be allocated between States. In addition, NSW Health has drawn attention to the shortfall in distance education places in nurse education.  It estimates that in 2003 over 2,000 Enrolled Nurses who wanted to convert to a Bachelor of Nursing were turned away because distance education places were not available.  The shortfall of undergraduates is exacerbated by the predicted retirement of over forty per cent of the nursing workforce within the next ten years.  
The Preston Report, commissioned by the Australian Council of Deans of Nursing, notes that in NSW the total number of nursing graduates required is 3,329.  However the projected supply of graduates is only 1,681.  This shortfall of 1,648 will increase to 1,952 by 2006.
  

In the field of education, over 90 per cent of which is teacher education, there were 2,943 unsuccessful applicants in NSW in 2003.
  However Backing Australia’s Future only provides for 273 new places to private providers nationally for both teaching and nursing in 2005. The new 1,400 growth places do not commence until 2007 and the Commonwealth has not indicated how many places will be allocated separately to teacher education and nurse education. Again, there are no indications of how this number will be divided between States/Territories.

A number of NSW universities have used over-enrolled places to absorb excess demand for teaching in 2003. Charles Sturt University for example, had a quota of 655 places for teacher education but increased its intake to 741 using over-enrolments. This university plays a crucial role in preparing teachers for country schools, providing evidence that teachers who train in the bush remain there to teach.  Similarly, Wollongong University used over-enrolments to help ameliorate the shortage of teachers in NSW.  It had a quota of 925 places for teacher education but increased its intake to 1053. These places are under threat given the Commonwealth’s intention to convert over-enrolled places into fully funded places and to begin redistributing them nationally from 2005.

In 2002 the total over-enrolment for teaching in NSW was 12.3 per cent. The total over-enrolment for nursing was 5.9 per cent, with some institutions being significantly above that figure - for example Southern Cross University had a 20.2 per cent over-enrolment in nursing in 2002, while the University of Wollongong over-enrolled by 10.1 per cent. On the basis of this significant over-enrolment in workforce priority areas, NSW strongly maintains that teaching and nursing must be quarantined from the Commonwealth's proposed redistribution of marginally funded places, particularly where enrolments are linked to specific areas of shortage.    

NSW has put a number of strategies in place to support teacher education, such as the provision of teaching scholarships to cover HECS fees and a training allowance; and providing guaranteed employment. However, for every dollar of NSW funding provided in HECS payments of scholarship holders, the NSW Government pays an additional 94.2 cents to the Commonwealth for Fringe Benefits Tax (FBT). In 2002/2003 and 2003/2004, the NSW Government will allocate approximately $7 million for teacher education scholarships in mathematics, science and technology and approximately $7.8 million in sponsorships for workers with relevant skills to complete accelerated teacher training programs. This translates to over $6.3 million in HECS and fee payments with corresponding FBT payments back to the Commonwealth of approximately $5.9 million.

The Commonwealth could do more to support States/Territories in other ways.  NSW contends that progressive reduction of the HECS debt for each year of service given by a graduate who moves into a hard to staff region of the State or curriculum area would do much to alleviate the shortage of teachers.  The same scheme could apply to nursing.

Finally, the Commonwealth must clarify the status of postgraduate nursing and teaching pre-registration places under Backing Australia’s Future. If students in these courses were required to pay full fees and FEE-HELP loans at real rates of interest, the consequences would be severe, especially for teacher education, where a high percentage of new enrolments in pre-service teacher education courses are at postgraduate level. The areas of national shortage for teachers, including science, mathematics and technology, are commonly serviced through graduates continuing on to postgraduate teacher education courses. Phillips Curran estimate that under a full fee system for postgraduate study, these graduates would face the prospect of a combined debt of up to $38,548 for HECS and postgraduate diploma fees. Under the new arrangements, graduates would be required to pay off their HECS debts before making repayments on FEE-HELP loans that attract a real rate of interest of 3.5 per cent plus CPI increases. The FEE-HELP debts of graduates in this situation will consequently continue to grow for the period of time it takes them to pay off their HECS loans. 

In this scenario, mathematics, science and technology graduates will be forced to weigh up the financial costs and benefits associated with entering teacher education courses compared with other career options. The same could be said for postgraduate courses in nursing, where there is a shortage in several specialised areas. Students will have little incentive to undertake postgraduate study in these areas if the financial opportunities afforded by the profession are outweighed by the debts they incur during their studies.

Regional equity

The NSW submission to the Higher Education Review paid tribute to the contribution made by regional and rural universities to their communities and in the development of sustainable regional economies.  It also acknowledged that research conducted in these universities is of regional and national importance.

As discussed above, the increase in the number of places under Backing Australia's Future is mainly from growth in fee paying places. These will be overwhelmingly concentrated in metropolitan locations and older sandstone universities. A further factor likely to impinge on rural and regional universities is the redistribution of marginally funded Commonwealth places. Universities which relied on over-enrolments to fund aspects of their development will be disadvantaged by the loss of places.
 

While the allocation of national priority places to rural and regional areas is a positive measure, it is not enough to offset other aspects of Backing Australia's Future. Indeed, a scenario where, over time, low HECS disciplines like teaching and nursing come to be concentrated in regional universities, while market forces ensure that more lucrative courses are taught elsewhere is far from inconceivable. The University of Sydney Senate has noted that the capping of HECS for nursing and teaching degrees makes them less profitable offerings for universities because of the possible need for cross-subsidies.
 If teaching and nursing education were to become concentrated in regional and rural universities this would considerably reduce diversity in the sector, diminish opportunities for students from regional and rural communities, and impact on the viability and sustainability of rural and regional universities as institutions engaged in both research and teaching. 

Rural and regional universities need to be also recognised and funded for their role in improving the equity profile of higher education. As argued in NSW Submission to the Higher Education Review, "many of these institutions enrol a higher proportion of disadvantaged students than other universities. For example, over 61 per cent of all domestic students at Southern Cross University are from a rural or isolated area, as against the national university average of 19.4 per cent. The average enrolment of students from low socio-economic backgrounds across all Australian universities is 14.8 per cent; whereas the University of Newcastle enrols 26.2 per cent and the University of New England enrols 18.5 per cent. Indigenous students are also a higher proportion of enrolments at these universities. In 2000, Indigenous students in NSW universities comprised 0.91 per cent of domestic enrolments.  The proportion was higher at Charles Sturt and Southern Cross Universities and at the University of New England – ranging from 1.33 per cent to just over 2 per cent."
 

In addition, institutions like the University of Western Sydney, which operates six large and geographically dispersed campuses serving distinctive sub-regions across 14 Local Government areas, have a significant mandate to address local needs.  Greater Western Sydney has a lower participation rate in higher education (3 per cent) than the rest of Sydney (5.2 per cent), and significantly fewer people with university qualifications (10.5 per cent) than the rest of Sydney (20.8 per cent).
 Given their high proportion of their students from local areas, rural and regional universities play a critical role in providing access, removing barriers to university study, and raising educational aspirations within the areas they serve. They also tend to have stronger collaboration with TAFE Institutes than some metropolitan universities, thus creating additional pathways to higher education for students. This provision by regional and rural universities must be supported and promoted. 

The changes already mooted to the regional loading scheme since it was first announced in Backing Australia's Future suggest that this is a poorly conceptualised policy, which understands regionality purely in terms of geographical distance from a capital city, and does not take account of local circumstances and needs or the regional mandate of urban institutions. For example, the Universities of Western Sydney, Wollongong and Newcastle all play important regional roles, in locations with distinct educational and economic needs, yet they are excluded from the regional loading scheme. Although subsequent negotiations may result in some concessions for selected campuses of Wollongong and Newcastle universities, broader consideration needs to be given to the particular needs of the student population in the Hunter, Illawarra and Greater Western Sydney regions.  

A further shortcoming in the regional loading scheme is that it is confined to on-campus students, thus failing to acknowledge the infrastructure, staffing and other costs that distance students entail for regional universities. The University of New England, with its significant enrolment of distance students, is one example of a regional university disadvantaged by the unwarranted exclusion of off-campus students from the regional loading formula. Similarly, Southern Cross University has a high number of mixed-mode students who access part of their course on line, either directly or through a TAFE Institute. These may be students who study in their own locality because of a variety of circumstances, such as Indigenous students from remote communities, or students in paid employment who study part-time. Currently none of these categories are included as part of a university's student body for purposes of the regional loading. This significantly impacts on the regional equity initiatives universities have undertaken over the years.  In NSW, for example, Southern Cross University, the University of Wollongong and more recently the University of New England have entered into joint arrangements with TAFE providing access centres to achieve wide regional coverage.   

NSW would like to see a less formulaic, more flexible approach to regional universities that takes account of local needs and circumstances, and in particular supports the economic development and equity role of regional and rural universities. 

Impact of the learning entitlement 

The "learning entitlement" is more appropriately described as a "learning limit".
 This measure has the potential to impact negatively on the most disadvantaged students, including students from rural and isolated areas, Indigenous students and low SES students. As the AVCC points out in its response to Backing Australia's Future, the scheme does not acknowledge that there are multiple pathways to a degree, and has the potential to favour the "traditional university student with high entry score and a clear goal, acting against equity and excellence." 
 

The underlying principle of the "learning entitlement" seems to be that students must be penalised for taking longer than a prescribed period to complete a particular course of study. However, as Phillips Curran argue, "there is a complex range of legitimate reasons why students study for a second degree, change courses or re-enter higher education after dropping out of a course at an earlier time, including: an inability to find suitable employment on graduation; an opportunity to upgrade to a more challenging course of choice after proving their capacity in their first year of study; or personal circumstances such as parenting responsibilities or illness that prevented successful course completion on their initial attempt. Factors such as the choice of course students make when first entering higher education can impact on their probability of not completing the course."

Moreover, DEST figures show that students from equity groups, in particular Indigenous and isolated students, tend to have a lower rate of course completion than other students.
 Penalising students from these groups who may wish to return to study at a later stage is a counterproductive measure that will further reduce equitable participation in higher education. Commonwealth policies should guard against this outcome, given the lack of progress in improving access over the last decade. 

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

Since the Commonwealth has deferred changes to research funding until its various reviews of research and the Knowledge and Innovation project have been completed, Backing Australia's Future does not contain specific initiatives in this area. However, the other policy directions of the package indicate a continuation of the trends that concentrate research in Group of Eight institutions, and metropolitan locations. 

NSW recognises that historical factors have led to differences in research strengths among universities and that some level of specialisation is necessary to pursue an international profile in particular disciplines. However, contestable research funding arrangements should operate within a broadly based research environment, fostering an active research capacity across all institutions. While scholarship, teaching, professional application, research and community service are all valuable aspects of a university’s operations, the nexus between teaching and research must be maintained and supported as a core component of the academic's role. Failure to do this will result in a two-tier university system, with both students and staff in non research-intensive institutions suffering as a result.   

Much of the rhetoric surrounding Backing Australia's Future has focused on the creation of a handful of "word class" or "brand name" universities through the opening up of higher education. As Professor Reid, Vice-Chancellor of the University of Western Sydney, has noted however, the notion of "a world class university" is something of a shibboleth in a context where Australian universities generate only 2.7 per cent of the international research output.
 In this international context, the achievement of the brand name status of a Harvard or Cambridge cannot be only a matter of short term injection of funding or the introduction of market based policies. "World class" status also depends on geopolitical and historical factors, on a nation's global power and location, as well as the larger economies in which universities function.

For this reason, NSW supports the development of niche specialisations across institutions, including Centres of Excellence or research “hubs,” rather than the creation of a handful of "world class" universities. In addition to the Centres of National Excellence described in Backing Australia's Future, further research centres should be created, with decisions on the geographic location, disciplines and chosen institutions for these centres to be undertaken in consultation with State/Territory Governments and having reference to a range of factors including regional needs, links with industry and other education and training providers, and state social and economic priorities.

Research excellence cannot be promoted in a rarefied climate of elitism and exclusivity, where research is held to be the preserve of a privileged few. On the contrary, a vigorous research culture thrives in an environment where research is encouraged at all levels, where there is space for creativity, innovation and risk taking and where excellent ideas and scholarship can be supported and nurtured wherever they emerge. 

Finally, the NSW Government is concerned that the inadequate level of Commonwealth funding for student places in NSW will begin to erode the skills base in the population and impact ultimately on Australia’s research capability.
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.

Backing Australia's Future will damage the relations between the Commonwealth and States/Territories unless a more collaborative approach is adopted on matters of governance, which are primarily the responsibility of State and Territory governments. The Commonwealth must reach an agreed position on governance with States/Territories rather than seek to impose its preferred model by using funding as a form of leverage. NSW strongly supports the AVCC's statement that "it is not acceptable to place universities between different State and Commonwealth positions in terms of their essential base funding."
 

The elements in Backing Australia's Future that make CGS funding conditional on changes to governance and workplace relations also constitute a serious challenge to the autonomy of universities, and their responsibility for managing their own internal affairs within the parameters established by State legislation. As discussed above, this is an attempt to impose the Commonwealth's ideological program covertly, rather than through negotiation and agreement on policy directions. 

Commonwealth/State relations

Responsibility for higher education is shared between the Commonwealth and State Governments. Since the 1974 Agreement between the States and the Commonwealth (reaffirmed in 1991) the Commonwealth has had the major responsibility for higher education funding and has used its control of public funding to influence higher education policy, including the total level of public funding to be provided to universities; the institutions to receive public funds; and student fees. 

The legal and operating basis for higher education remains a responsibility for State Governments. Public universities are State assets and State statutory bodies and as such are subject to a wide range of State laws and processes, as well as relevant Commonwealth laws. States are responsible for enacting laws which establish universities and authorise their operations, including oversight of their compliance with legislative requirements, and financial probity. States set standards for the recognition of institutions as universities; for accreditation of university level awards offered by non-university providers; and for the operations of overseas institutions in the State. 

The Agreement also gives States/Territories, along with the Commonwealth, a joint policy and planning role for the sector.

The July 2003 MCEETYA meeting agreed to a number of measures on which States/Territories and the Commonwealth would work together, such as governance protocols, a mechanism for the distribution of university places, and a mechanism to streamline university reporting and compliance arrangements. The meeting also agreed to increased Commonwealth/State co-operation including in the development of a new framework for Commonwealth/State negotiation on higher education policy and planning matters; the development of funding proposals under the Capital Development Pool (CDP); and national arrangements for credit transfer and articulation between the higher education and VET sectors. 

The existing Agreement has not provided an effective mechanism for States/Territories to influence Commonwealth funding and planning decisions. Although it sets out multilateral and bilateral consultative arrangements, decisions have been made by the Commonwealth with little regard to State priorities, unless they happen to be in tune with Commonwealth policy, planning and funding priorities – or unless States/Territories contribute financially to a priority area. The latter scenario negates a key aspect of the Agreement: that the Commonwealth bears the prime responsibility for funding higher education. The new Agreement should seek to set up a clearer and more effective planning partnership between States and the Commonwealth, whereby State/Territory priorities receive systematic recognition in Commonwealth funding decisions.

In any renegotiation of the Agreement, NSW would wish to see the following issues addressed:

· The new Agreement must strongly reaffirm that the Commonwealth has the primary responsibility for funding higher education in Australia. The Commonwealth has recently adopted the view that it “subsidises” rather than “funds” higher education, and refers to a Commonwealth "contribution" to higher education. This is not acceptable from a State/Territory perspective.

· The Agreement should reaffirm that university governance, legislation, recognition arrangements and related issues are matters for which States and Territories have primary responsibility.

· Coordination between State/Territory and Commonwealth planning is especially important in fields where States/Territories have major responsibility for employing graduates, such as teaching, nursing and policing. Under a revised Commonwealth/State Agreement, Commonwealth funding, the allocation of places between institutions and any changes to university profiles in these areas must be based on advice from State/Territory governments to ensure workforce shortages are addressed.  

· Backing Australia's Future states that the Commonwealth's identification of National Priority areas and allocation of places in these areas will be "informed" by data provided by States/Territories. The Agreement should ensure that States and Territories have access to all available Commonwealth labour market planning data to enable effective higher education planning to occur. This is a prerequisite to States/Territories having effective input into Commonwealth planning and funding decisions. The data must enable decisions to be made about programs, research and capital/infrastructure development, on both a statewide and regional basis. 

· The Agreement should seek to provide for effective reporting and accountability a by higher education institutions to both levels of government. Given the growth of private providers, appropriate reporting requirements must be extended to private higher education institutions to assure quality and accountability.

· Commonwealth requirements for the reporting of financial, student and other data, required under Commonwealth legislation, should dovetail as far as possible with State/Territory reporting requirements required under State/Territory legislation, for example, State financial legislation and annual reporting legislation. The aim should be to simplify and avoid duplication, without reducing the breadth or depth of the information collected. 

Governance

Backing Australia's Future creates a  nexus between reform of governance arrangements and universities' access to increased funding. This must be broken. 
At the Ministerial Council on Education, Employment, Training and Youth Affairs (MCEETYA) meeting in July 2003, State and Territory Education Ministers agreed to develop best practice in university governance arrangements and to work with the Commonwealth to reach agreement on a set of National Governance Protocols. States/Territories did not accept the protocols put forward by the Commonwealth in Backing Australia's Future. 

NSW maintains that the varying needs and circumstances of different States/Territories must be taken in into account in developing a set of broadly acceptable national protocols for university governance. In its response to Backing Australia's Future the University of Sydney Senate noted that the National Governance Protocols were developed in Victoria, and were therefore relatively easy for Victorian institutions to comply with, adding that this context made it important for other institutions "to be particularly vigilant to ensure that immediate concerns have not distorted the framework."

NSW currently has its own review of university governance underway. The extent to which NSW will opt to adopt the principles in the Commonwealth's National Governance Protocols is a matter for the NSW Government and its universities, based on the review of governance that the NSW Vice-Chancellors' Committee is preparing for the NSW Premier in collaboration with NSW Chancellors. 

NSW agrees with the AVCC that the Commonwealth’s stance on the size and composition of university governing bodies contradicts its stated principles of diversity, and that the "enabling legislation should be less prescriptive of stakeholder categories and focus more on desirable attributes of council members."
 The AVCC has further pointed out that the Commonwealth’s case regarding the present composition of university governing bodies is exaggerated: "Only one university has a governing body of 35, 31 have between 18 and 22 members such that the removal of one or two members is unlikely, in itself, to have substantial impact, while 53% of existing members are external to the university, with 36% from business. Of the AVCC’s 38 members’ universities, 26 have governing bodies with 50% or more members being external."
 

NSW supports the following broad principles regarding the composition of university governing bodies, subject to further advice from NSW Chancellors and Vice-Chancellors:

· There should be a balance of elected and non-elected members. Academics and students must be represented because of the wealth of experience, knowledge, diversity and commitment that the elected representatives of these groups bring to bear on governing bodies' decision making. Their function as representatives does not preclude their being able to act in the best interests of the institution as a whole. 

· While it is important to assert that all members of university governing bodies must function as independent trustees for the benefit of the institution rather than in the interests of their respective constituencies, it is equally important to affirm that the "best interests" of a university need to be defined with reference to its mission statement and founding legislation. 

· In general there should be a preponderance of "external" members over "internal" members on university governing bodies. However, it is important to note that moves to prescribe the membership of governing bodies, for example through removing parliamentary members, can act against broad interests of significant sections of the community.
· University governing bodies should be as small as possible, but one size will not necessarily fit all. The size and composition may need to vary to suit particular institutions and their needs, as long as general principles for membership and accountability are observed.  There should be a degree of flexibility so that different institutions, for example rural and regional universities, are able to meet their specific needs, and so that factors such as the mission, age and size of the particular university can be taken into account. 
· There must be adequate financial expertise amongst the membership of all university governing bodies, including adequate commercial, financial and auditing expertise.  Universities administer significant amounts of public funding.  Members of governing bodies need to be familiar with State as well as Commonwealth standards for financial management and accountability.  This is particularly important in the context of the NSW Universities Legislation (Financial and Other Powers) Act 2001, and the responsibility university governing bodies now have to ensure that the university meets the requirements of its own Commercial Activities Guidelines. It is also important in the context of the increasingly commercial environment in which universities operate because of current Commonwealth policy and the pressure for universities to raise revenue from commercial activities.

· Governing bodies should be able to augment their membership with the skills that they need. Legislation and administrative processes can be put in place to ensure a fair and appropriate membership balance. However, the composition of the governing body should not be altered contrary to the balance provided for in the enabling legislation and by-laws.

NSW has rigorous accountability requirements in place to govern universities' commercial activities and would want to guard against any moves for standardisation that might result in a lowest common denominator approach. The NSW Government is concerned to ensure that some of the unfortunate financial collapses in other states are not repeated in NSW. Given the commercial environment in which universities now operate and differences in approach among States/Territories concerning the effective management of, and accountability for universities’ commercial activities, NSW affirms the principle that university governing bodies must have effective authority and ultimate responsibility for university commercial activities. The recent NSW legislation restates this key principle. It also provides for governing bodies to be responsible for shaping and implementing guidelines for university commercial activities, to be approved by the Minister on the advice of the Treasurer. In a context where a number of universities in Australia are experiencing real financial difficulties, the NSW position is that State governments have an obligation to assist university governing bodies in exercising their commercial responsibilities by establishing an effective accountability framework within which they can operate.  For their part, governing bodies need to ensure that proper financial management policies and procedures are in place in universities.
Industrial Relations

Commonwealth policies in higher education since 1996 have taken a toll on academic staff. A DEST study of academic life released in early 2003 revealed a weakened and increasingly demoralised workforce where "the overall picture is of frustration and disillusionment, to the point where many respondents to a questionnaire said they would not recommend an academic career to anyone."
 Between 1993 and 2002, the student-teacher ratio rose from 14.3 to 21.4.
   During a similar period, the employment of casual staff soared. In 1991 casuals made up 51 per cent of teaching only staff of universities but in 2000 their share was 88 per 
cent.
 

As NSW pointed out in its Submission to the Higher Education Review, there has been a steady decline in academic salaries and conditions in relative terms since the early 1980s, affecting Australia’s ability to retain high quality academic staff. The Commonwealth Innovation Statement in 2001 acknowledged this “brain drain” and introduced fellowships to attract a limited number of academics from overseas. That the Commonwealth has had to develop such inducements is an acknowledgement of the decline in levels of remuneration and the morale of academic staff, compared with other countries.
 
The proposals in Backing Australia's Future making university funding conditional on changes to workplace relations are likely to further destabilise academic employment and lead to a period of industrial unrest in our universities. The National Tertiary Education Union (NTEU) has described the package as a "weakening of the rights of university staff to industrial representation, and ultimately their working conditions and rates of pay," and argues that through the introduction of Australian Workplace Agreements (AWAs) staff may be deprived of the rights they would otherwise have as "bargaining is reduced to an individual level so that the workforce cannot use its collective strength."
 

AWAs have been a cornerstone of the Commonwealth's Industrial Relations agenda in a number of other areas, and their inclusion in Backing Australia's Future can be seen as an ideologically driven attempt to impose them on the higher education sector. NSW is concerned that any move which causes a further erosion of employment conditions for academics will undermine the quality and reputation of the Australian higher education sector.   

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

The NSW Submission to the Higher Education Review argued that: "The most significant outcome from the Review should be the setting of national targets for participation and growth in post-secondary education and training, and development of a plan for their attainment."
 To achieve this long term goal it proposed a funding model "based on the restoration of Commonwealth funding to higher education with the additional funding being applied to growth in the sector and to improvements in the quality of teaching, learning and assessment."

Backing Australia's Future falls short in these key areas by failing to provide a vision for growth and increased participation, sustained by a level of public funding that can foster an equitable, diverse and vigorous tertiary education system. 

Growth and Participation

Increased participation in tertiary education must be recognised as vital to the national interest, rather than simply a matter of individual privilege or ability to pay. This demands a national policy for higher education that: 

· Set targets to ensure that 60 per cent of Australians will have acquired a tertiary education qualification (including vocational education and training) by 2010 (compared with the current figure of 47.2 per cent). 

· Ensures that participation levels across States/Territories allow all eligible Australians equal opportunity to access a publicly funded higher education place at some point in their lives, regardless of where they live.

· Creates stronger pathways to university for students transferring from TAFE so that competition for university places and inadequate credit transfer arrangements are no longer barriers. This would also include the designation of TAFE graduates as a future national priority area in higher education (without the introduction of HECS into the TAFE system).
Funding

The Commonwealth must resume its primary responsibility for funding higher education by: 

· Recognising higher education as a national priority, funded by the Commonwealth with no shifting of costs to State and Territory Governments.

· Bringing Australia’s investment in its tertiary education sector, incorporating higher education and VET, into line with average expenditure per student in OECD countries, increasing to 2 per cent of GDP
· Abandoning the policy of partial HECS de-regulation and ruling out any increases in the student contribution beyond current levels

· Abolishing full fee paying places for domestic undergraduate students and for post graduate students undertaking courses in areas of State labour force shortages such as teaching and nursing
· Reverting to the full indexation of academic salaries as occurred up to 1994.

Equity

An inequitable higher education system is a recipe for a two-tier society. Australia's higher education system must promote real diversity, including social diversity, within higher education, and place a genuine priority on equity, access and income support for disadvantaged students.

· Improved income support measures, based on a comprehensive review of income support, must be available for students in need. HECS relief and scholarships should not be counted as income for tax purposes.

· The HECS payback threshold must be raised to the level of average weekly earnings.

· The learning entitlement should be reformulated to remove disincentives and actively support students’ learning.

· The Commonwealth should establish incentives for universities to develop clear strategies to support the entry of disadvantaged students into high HECS disciplines.    

· In addition to scholarships based on merit, universities must have some latitude to award scholarships for students in exceptional circumstances, on the basis of demonstrated potential, in order to maintain social diversity in our universities and in the more highly remunerated occupations in our workforce.

Regional and rural universities

The importance of regional and rural universities to the nation as a whole must be recognised and strategies developed to address the specific needs of these institutions and their students. Backing Australia's Future shows an inadequate understanding of regionality as a purely geographical concept. 

· A new definition of regionality should be formulated by the Commonwealth which recognises universities designated by States/Territories as regional.

· This re-definition of regionality must be supported by increased funding. 

· Students who study part time or are distance students because of their special needs must be included in any calculation of student load for the purposes of the additional regional funding.     

National priority areas

The number of places ear-marked for teacher education and nurse education must be raised to eliminate labour shortages in States/Territories.  Additional means are necessary to boost the levels of entry into teacher education and nurse education courses; and continue to attract dedicated and high quality applicants. Some strategies include:

· Reducing HECS to the Band 1 level for students in science, technology and mathematics courses
· Quarantining over-enrolments in teacher and nurse education from the proposed redistribution of places and fully funding them, particularly in specific areas of demonstrated State shortage
· Providing extra tuition funding to universities running targeted Indigenous teacher education and nurse education programs, structured to meet the needs of Indigenous students  

· Reducing the HECS liability of graduates appointed to hard to staff subjects in schools and hard to staff school regions, and to hospitals with nursing shortages.

Relationships between the Commonwealth and States/Territories 

Genuinely collaborative working relationships between States/Territories and the Commonwealth should be promoted in the areas of governance; quality regulation; workforce planning; accountability; and growth and development in the higher education sector. 

· A new Commonwealth-State Agreement on higher education should be developed, along the lines discussed above, affirming the Commonwealth’s primary role in funding and the joint role that the Commonwealth and States/Territories need to play in higher education policy and planning. 

· The conditions placed on universities to adopt the Commonwealth's National Governance Protocols and industrial relations program in order to receive funding under the Commonwealth Grants Scheme should be removed, and any necessary reforms be achieved through negotiation and collaboration between States/Territories, the Commonwealth and universities.    




Universities have been pushed into the marketplace offering commodities to be purchased at a high price. This is the market model of higher education that shifts costs from the Commonwealth to individual students and their families. The Commonwealth's so-called reforms to higher education mean that the capacity to pay will displace the capacity to learn as the primary method to access higher education. That agenda favours the well off and treats with indifference ordinary Australians, particularly those living in regional and outer metropolitan areas.


The Hon Dr Andrew Refshauge 


Deputy Premier of NSW, Minister for Education and Training, and Minister for Aboriginal Affairs, NSW Legislative Assembly, 22 May 2003
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