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Chapter 1

Committee Report

Introduction

1.1 The Higher Education Support Amendment (Extending FEE-HELP for VET
Diploma and VET Advanced Diploma Courses) Bill 2007 was introduced into the
House of Representatives on 21 June 2007. On the same day, the Senate referred the
provisions of the bill to the committee for inquiry and report by 30 July 2007.

Conduct of the Inquiry

1.2 Notice of the inquiry was posted on the committee's website and advertised
nationally in The Australian. The committee received seven submissions, the details
of which are listed at Appendix 1. The committee would like to thank all those who
contributed to the inquiry.

Background

1.3 Vocational Education and Training (VET) is ‘education and training for work'
and is one part of a broader educational network. It is predicted that in the ten years
from 2006, employment will grow more quickly in higher skilled occupations than in
lower skilled occupations. It is expected that over 60 per cent of jobs will require
high-quality technical or vocational qualifications yet currently only 30 per cent of the
population have these skills.? In order to meet this demand, the number of people
attaining VET qualifications will need to increase by 1.9 per cent overall each year.”

1.4 As the demand for trade and technical skills increases it is essential to provide
broad access to a world-class VET training sector. Current access to the national FEE-
HELP loan scheme is restricted to non-commonwealth supported students undertaking
accredited courses at higher education institutions. As such, students undertaking
equivalent level VET qualifications are required to pay tuition fees up front. With
demand forecasts predicting that 54.1 per cent of new entrants' qualifications will need

1 Monash University, Centre for the Economics of Education and Training, report for the
National Training Reform Taskforce, Qualifications and the future labour market in Australia,
November 2006, p. Xi.

2 Mr Andrew Robb MP, Minister for Vocational and Further Education, 'Second Reading
Speech’, Higher Education Support Amendment (Extending FEE-HELP for VET Diploma and
VET Advanced Diploma Courses) Bill 2007, House of Representatives Hansard, 21 June 2007,
p. 12.

3 Monash University, Centre for the Economics of Education and Training, report for the
National Training Reform Taskforce, Qualifications and the future labour market in Australia,
November 2006, p. xiii.
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to be at the VET level—with the highest growth required at the diploma and advanced
diploma levels—such obstacles to VET courses need to be addressed.*

Provisions of the bill

1.5 This bill gives effect to the recent budget commitment to extend FEE-HELP
assistance to full-fee-paying students in accredited VET diploma and advanced
diploma courses which have approved credit transfer arrangements in place with a
higher education provider(s). Extending access to FEE-HELP will reduce some of the
barriers to pursuing further education and specifically increase access to VET courses,
providing students with a wider choice of training. As this bill proposes to extend the
existing Higher Education FEE-HELP program, it is largely based on mechanisms
already outlined in the Higher Education Support Act 2003 (the act). Many of the
conditions, including repayments, residency requirements and loan limit thresholds
will be the same as those under the current higher education scheme.

1.6 Item 17 is the substantive provision in the bill that inserts a new schedule
(schedule 1A) into the act to allow VET providers to offer FEE-HELP assistance. This
new schedule outlines accreditation, quality and accountability requirements for VET
providers and largely mirrors existing requirements for the higher education sector.
Item 17 also provides for the creation of additional guidelines (namely the VET FEE-
HELP, VET Administration, VET Provider and VET Tuition Fee) to cover
operational aspects of the scheme that will be subject to the Legislative Instruments
Act 2003.

1.7 Items 1-16 and 18-55 are technical amendments extending the act's operations
to the VET sector. In particular, these items deal with entitlements to and calculation
of FEE-HELP balances, associated definitions and the repayment of loans. Items 15
and 16 of the bill provide for the appropriation of monies—estimated at around $221
million over the next four years—required to extend the FEE-HELP scheme. This
amount is contingent however upon the number of VET providers seeking approval
and the number of students enrolling.

Support for the bill

1.8 Although there were some minor concerns expressed with technical details of
the bill there is overall strong support for the bill. This is most evident in the
submissions of Raffles KvB Institute and UNE Partnership Pty Ltd, two likely
beneficiaries of this legislation.

Access to training

1.9 The Department of Education, Science and Training (DEST) stated that the
bill would give full-fee paying VET students parity with full-fee paying university
students. This would enable them to complete qualifications they may not otherwise

4 ibid, p. xii.
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have had the financial means to undertake. DEST also noted that there would be an
increase in choice and diversity of both courses and providers, promoting technical
and vocational diplomas and advanced diplomas as viable pathways to higher
education.®

1.10 In its submission, the Raffles KvB Institute provided a specific example of
how the bill would particularly benefit students who fail to qualify directly into a
degree program. Currently, the institute advises such students to enrol in a VET
diploma or advanced diploma and then progress to the degree program, yet the high
upfront VET course fees act as a significant deterrent. The institute notes that the
extension of FEE-HELP would not only make this option more attractive it would
also, due to an anomaly, reduce the overall cost of attaining a bachelor level
qualification.®

1.11  These views were reaffirmed in the submission from UNE Partnerships, the
education and training company of the University of New England, which strongly
supported the extension of FEE-HELP. The submission notes that current capital
markets available to access funding for VET education are ineffective, and in their
experience:

the VET system is one of the few areas in Australia’s post compulsory
education system where students are required to pay up-front fees without
access to loan assistance. Potential students into VET qualifications reject
undertaking the option of studying due to financial constraints. There is
price sensitivity in deciding to undertake study in the VET sector.’

1.12  UNE Partnerships also provided numerous case studies on how its VET
qualifications provide a diverse range of pathways to further education at the
university level, as the chart below illustrates. ®

In-house Contextulised Training
and Short Courses . .
Articulation

University of
Diploma Advanced New England
RS of - Graduate Certificate in

in Project M t
Project ject Managemen
i e Management - MBA

Management (1 x MBA credits) {2":‘3"':;%'3:::;"“) unisue‘i-;iw of
ydney

- Project Management
Program

Industry Recognition
AIPM (QPP/RegPM/MPD) other
PMI (PMP Preparation/PDUs)

Department of Education, Science and Training, Submission 1, p. 1.
Raffles KvB Institute Pty Ltd, Submission 6, pp. 1-2.

UNE Partnerships Pty Ltd, Submission 3, p. 5.

ibid, pp. 4-5.

o N o O
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UNE Partnerships believe that by extending FEE-HELP to the VET sector students
will have greater access to accredited qualifications which can then provide practical
further pathways to other VET awards or university degrees.

Tuition assurance scheme

1.13  The Australian Council for Private Education and Training (ACPET) were the
only submitters to comment on the criteria required by approved VET providers.
ACPET strongly supported the Tuition Assurance requirement which guarantees that a
student will receive fee refunds in the event of a provider not being able to meet its
obligations to its students. ACPET welcomed this condition and stated that this will
provide the best protection for students.’

Concerns about the bill

1.14  The Student's Representative Council of the University of Sydney's (SRC)
submission was unexpectedly totally opposed to the extension of FEE-HELP for VET
students. The SRC argued that although the bill will ease the up-front financial
burden, students will still not undertake VET courses, as:

students will be repelled from commencing and completing further
education due to their aversion to debt. This will be particularly profound
for students from a low socio-economic background.™

1.15 The SRC also raised the issue that the introduction of a FEE-HELP scheme
could risk fee increases by state governments, which it sees as an unacceptable risk to
the future participation in VET of students from a low socio-economic background.*!

Choice of eligible VET qualifications

1.16  The committee notes that while ACPET and the International College of
Hotel Management (ICHM) both offer strong support for the bill they have expressed
concern with the exclusion of the vocational graduate certificate and vocational
graduate diploma from FEE-HELP. These qualifications were introduced in 2005
specifically as VET sector graduate pathway alternatives to the graduate certificate
and graduate diploma.

1.17  ICHM has expressed particular concern with this aspect of the bill as it greatly
effects its Swiss Hotel Association diploma and ICHM bachelor degree courses.
ICHM has identified that:

students will be able to borrow in their First Year and Second Year, as these
courses lead to a Diploma and Advanced Diploma respectively. But based
on the legislation as presently intended, students would not be able to apply

9 ACPET, Submission 4, p. 5.
10  Student's Representative Council of the University of Sydney, Submission 2, p. 2.
11 ibid, p. 4.



for funding in the Third Year, as Vocational Graduate Diploma courses are
not covered by the Bill...the idea that students could borrow for Year 1,
Year 2, and Year 4, but not year 3 is bizarre.*

1.18  ACPET expressed similar concerns stating that the exclusion of the two most
senior VET qualifications from the FEE-HELP scheme was in direct opposition to the
stated objectives of the bill. It concludes that ‘it seems both logical and equitable that
they should be included as part of this legislation.™

VET courses and university credits

1.19 ACPET was the only submitter to raise objections to only extending FEE-
HELP to courses where agreed credit for a university degree is available. ACPET
believes this requirement to be an unnecessary constraint that could potentially act
against the intention of the bill, including:

. students proceeding to degrees rather than filling the workforce
shortages that are seen to exist at the diploma and advanced diploma
qualification level,

o excluding current VET courses for which there is no obvious tertiary
equivalent as the course has traditionally been covered by VET;

. encouraging the creation by universities of generic degrees so they can
enter into the necessary agreements with VET providers which could
incur a fee for each student; and

. promoting anti-competitive behaviour especially in regional areas where
there may only be one provider of degree-level courses, or this provider
may also be a VET provider, they may refuse to make agreements with
other VET providers.

ACPET recommends that this condition be removed and the bill instead include the
requirements that diploma and advanced diploma courses be at an equivalent level to
one that would lead to credit in a university degree.™

1.20  Although UNE Partnerships raised no specific objections on this issue, it did
note that consideration should be given to the significant amount of time required—as
has been the case in their experience—for approval from university committees and
academic boards for credit arrangements with VET courses.”® UNE Partnerships also
noted that a mechanism should be in place to ensure that VET providers actually have

12 International College of Hotel Management, Submission 5, p. 1.
13 ACPET, Submission 4, p. 5.

14  ibid, pp. 3-4.

15  UNE Partnerships Pty Ltd, Submission 3, p. 5.
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official credit arrangements with universities and ‘that they are not misrepresenting
these arrangements in the market place.™®

1.21 In addition, Raffles KvB Institute raised concerns regarding the process of
calculating credit transfers between VET and higher education courses. The institute
noted that although a subject may share similar names and objectives across the VET
and higher education sectors there may be very little educational equivalence. The
institute recommended that academic staff be aware of the different processes and
focuses in the two sectors.’

Auditing mechanisms

1.22 A further concern raised by ACPET was that higher education providers
offering VET diploma and advanced diploma courses in addition to their degrees may
now be subject to two quality assurance processes. ACPET recommends that all
higher education providers, even those providing FEE-HELP VET courses, continue
to be audited solely by the Australian Universities Quality Agency while all non-
higher education providers eligible to offer FEE-HELP courses be audited by
Australian Quality Training Framework as proposed in the bill.*®

1.23  Highlighting a different concern, UNE Partnerships' submission noted that
consideration should be given to the financial impact of auditing and compliance with
FEE-HELP for VET providers.*

TAFE Institutes in Queensland

1.24  The submission from the Queensland Minister for Education, Training and the
Arts, on behalf of the Queensland Government, was concerned primarily with
subdivision 3A of item 17 of the bill which defines a VET provider as a body
corporate. As Queensland TAFE Institutes are not currently constituted as corporate
bodies the submission expressed concern that otherwise eligible students will not be
able to access FEE-HELP. The submission identifies that:

there are more than 7,000 domestic fee-for-service VET Diploma and VET
Advanced Diploma students in Queensland TAFE...who will be excluded
by definition if the Bill is not amended... The exclusion of Queensland
TAFE students from access to FEE-HELP would instead create even further
distortion and confusion in the community.?

1.25 The Queensland Government's submission proposes that the definition be
amended to include all public TAFE Institutes as eligible VET providers. Failing this,

16  UNE Partnerships Pty Ltd, Submission 3, p. 6.

17  Raffles KvB Institute Pty Ltd, Submission 6, p. 2.
18  ACPET, Submission 4, pp. 5-6.

19  UNE Partnerships Pty Ltd, Submission 3, p. 6.

20  Queensland Government, Submission 7, p. 2.
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the submission calls for a phasing in period of a minium of three years to ensure that
Queensland students are not disadvantaged and to allow time for intended reform of
the Queensland TAFE system, due to commence in 2008.

Conclusions and recommendations

1.26  The committee considers that the bill provides the essential assistance
required by VET students to ensure Australia has an appropriately skilled workforce
for the future. Through this assistance the bill also addresses current discrepancies
between the assistance available to full-fee higher education students and their VET
counterparts. This will increase the demand for higher level VET courses, increase
choice and encourage those already with trade qualifications to pursue further
education.

1.27  The committee finds itself in complete disagreement with the argument made
by the SRC that access to an optional national loan scheme is a stronger disincentive
to underprivileged students than the current compulsory up-front fees. This position is
not supported by any of the other submitters, all of whom concur that this bill will
provide students with increased opportunities and choice if deciding to undertake
further education.

1.28 The committee also observes the concerns raised by the Queensland
Government and acknowledges its reforms in this area and the arrangements to be
introduced under the Queensland Skills Plan. However, the committee believes that
the VET provider definition should remain as currently outlined in the bill as the
stated governance structure is considered best practice, being modelled on the
Victorian TAFE Institutes which collectively outperformed those in other states. The
committee also notes that this legislation is having the salutary effect of hastening
long-overdue reforms of the Queensland TAFE institutes whose lack of autonomy
puts them virtually at the same level as state high schools.

1.29  The committee also notes the concerns of ACPET and ICHM regarding the
exclusion of the vocational graduate certificate and vocational graduate diploma. The
committee has also considered the list of courses provided by ICHM to illustrate the
types of courses offered under these awards. The committee believes that the example
raised by ICHM would create an anomaly worth further consideration by the
government.

Recommendation 1

1.30 The committee recommends that the Government consider the practical
examples raised regarding the exclusion of the vocational graduate certificate
and vocational graduate diploma to ensure the legislation adequately meets its
stated objectives.
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Recommendation 2
1.31  The committee recommends that the bill be passed.

Senator Judith Troeth
Chairman



Chapter 2

Opposition senators' comments

Introduction

2.1 The Higher Education Support Amendment (Extending FEE-HELP for VET
Diploma and VET Advance Diploma Courses) Bill 2007 was referred to the Senate
standing committee on Employment, Workplace Relations and Education for inquiry
and report by 30 July 2007.

2.2 This bill amends the Higher Education Support Act 2003 to extend FEE-
HELP assistance to full-fee paying students in diploma and advanced diploma courses
that are accredited as VET qualifications and where credit toward a higher education
award is available.

Background

2.3 Labor senators note that Australia is currently experiencing a skills crisis that
by the government’s own analysis will lead to a skilled labour shortfall of 240,000
skilled employees by 2016. Labor senators also note that this shortfall is occurring at
the same time that policies implemented over the eleven years of the Howard
Government have seen 325,000 Australians turned away from TAFE, the primary
institution in Australia that provides VET qualifications. This fact becomes more
damning when over the next ten years employment demand for high-skilled
occupations is expected to grow at a faster rate than demand for low-skilled
occupations.’

24 Access to the current FEE-HELP loan scheme is limited to full-fee students
undertaking studies at an accredited higher education provider. Students undertaking
equivalent level vocational education and training qualifications are not able to access
this scheme and as a result are required to pay up-front tuition fees. Labor senators
regard this situation as inequitable. This situation creates a two-tiered structure for
professional education, with a distinct preference for higher education, to the
detriment of vocational education and training as a legitimate career path. It is also
inconsistent with the emphasis increasingly placed on the importance of vocational
education and training by business.

1 Monash University, Centre for the Economics of Education and Training, report for the
National Training Reform Taskforce, Qualifications and the future labour market in Australia,
November 2006, p. xi.
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Provisions of the bill

2.5 Items 1-16 and 18-55 are technical amendments that extend to the act’s
operations to the VET sector.

2.6 While it is expected that around $221 million in loans will be issued over the
forward estimates, the amounts loaned are treated as financial assets and therefore do
not impact on the fiscal balance. Items 15 and 16 of the bill provide for the
appropriation of this money.

2.7 Item 17 is the substantive amendment, which inserts proposed new Schedule
1A into the act. This schedule duplicates the relevant parts of the act and makes the
necessary amendments to make the provisions applicable to the VET sector. The
effect of this item is to extend FEE-HELP to allow VET providers to be able to offer
FEE-HELP assistance for diploma and advanced diploma courses.

2.8 Labor senators acknowledge that there is significant overall support for the
bill. It is not, however, without criticism.

2.9 Of the seven submissions received to the inquiry, a significant number were
critical of various elements of the bill.

2.10  The Australian Council for Private Education and Training (ACPET) noted
that while supportive of the overall intent of the legislation, the legislation did not go
far enough. It regards that the effect of the legislation was to exclude the two most
senior VET qualifications from FEE-HELP, a point they observed as opposite to the
intended objectives of the legislation. The International College of Hotel Management
(ICHM) also noted the exclusion of the vocational graduate certificate and the
vocational graduate diploma from eligibility for FEE-HELP.

2.11  ACPET also objected to the legislation limiting the extension of eligibility for
FEE-HELP to those VET qualifications only leading to credit for a university
qualifications. In ACPET’s view, this acted against the original intention of the
legislation.

2.12  The University of Sydney Student Representative Council (SRC) argued that
the legislation would result in students taking on greater levels of personal debt.

2.13  The Queensland (QLD) State Government, expressed concern over the criteria
for eligible VET providers. In particular, the QLD State Government argued that
subdivision 3A of item 17 of the bill defined a VET provider too narrowly, and that its
definition of a VET provider as a body corporate excluded QLD TAFE Institutes,
which are not currently constituted as corporate bodies. The QLD State Government
submission proposes that the definition be amended to include all TAFE Institutes as
eligible VET providers, and that in the absence of this, that there be a minimum three
year phasing in period to ensure that QLD students are not disadvantaged.



11

Conclusion

2.14  Labor senators support the intent of the bill to extend FEE-HELP assistance to
full-fee paying students in diploma and advanced diploma courses accredited as VET
qualifications. Nonetheless, Labor senators also note that this measure comes after a
prolonged and sustained period during which the Howard Government simply
neglected the skills needs of our nation.

2.15  Labor senators also note that the Howard Government’s decision to extend
FEE-HELP assistance to full-fee paying students in accredited VET courses adopts
Labor’s policy proposal outlined in Labor’s Higher Education Whitepaper, released in
July 2006. Labor’s policy paper stated that '...students enrolled in Associate Degree
programs ... will have access to FEE-HELP loans.’

2.16  While Labor senators support the proposed changes to FEE-HELP eligibility,
senators also note that the various submissions indicated varying levels of concern
about the impact of the proposed legislation.

2.17  Labor senators are particularly concerned about the restrictions affecting
eligibility of VET students to FEE-HELP. In the view of Labor senators, restricting
access and eligibility to only those VET qualifications that may lead to a higher
education qualification only goes part of the way to encouraging a greater take-up of
VET qualifications.

2.18  Picking up on ACPET’s concerns, if the Howard Government were serious
about remedying the skills crisis it has presided over then there is merit in providing
further analysis and assessment of extending the FEE-HELP regime beyond those
VET qualifications that lead to further higher education qualifications.

2.19  Similarly, further consideration as to the eligibility of institutions is
warranted. It is simply unfair for those students engaged in VET studies in
Queensland to miss out on FEE-HELP eligibility purely on the basis of the corporate
construction of the TAFE sector in that state. Refusal by the Howard Government to
consider revising the eligibility requirements to include all public TAFE institutes
indicates a political motivation over and above a sensible public policy outcome.

Recommendation

Labor senators support the proposed bill.

Senator Gavin Marshall
Deputy Chair






Chapter 3

Australian Democrats' Additional Comments

3.1 The Australian Democrats welcome the committee’s inquiry into the Higher
Education Support Amendment (Extending FEE-HELP for VET Diploma and VET
Advanced Diploma Courses) Bill 2007. It is broadly acknowledged that Australia is
facing a chronic skills shortage. Currently, 50 per cent of the workforce does not hold
post-school qualifications and yet only 13 per cent of the available jobs are suitable
for these workers. By 2016 it is estimated there will be a shortfall of 240,000 people
with vocational education and training (VET) qualifications. This means that one in
seven jobs requiring vocational education and training qualifications will be either
unfilled or filled with an inappropriately skilled person.

3.2 Within a context of reduced Commonwealth funding and support for the
vocational education and training sector, in combination with increasing demands for
greater curriculum hours and the delivery of higher level qualifications, it is timely
that the future of the VET sector is considered.

3.3 The Democrats believe in a strong education sector that allows equitable
access for students and that does not burden them with massive debts. Education at
any level is an investment, not a cost. Public support for education should be a
priority and funding models need to ensure that fees and charges are not a barrier to
student participation.

3.4 The Democrats are disappointed that the government has failed to develop a
consistent national policy framework for the vocational education and training sector
in order to make sure that current and future training and skills needs are adequately
met. The government’s focus on directing funding to private providers and the use of
individually oriented funding initiatives have been piecemeal approaches that have
undermined existing systems and done nothing to meet the needs of the VET sector.

3.5 Given the lack of public funding directed towards VET it is unsurprising that
fees and charges have increased, along with full-fee paying courses. The Democrats
have opposed full-fee paying courses in the higher education sector and are opposed
to them in the VET sector. Full fee courses are fundamentally inequitable. Access to
courses should be on the basis of merit, not ability to pay.

3.6 While acknowledging that this bill introduces parity between students in
higher education institutions undertaking full-fee paying diploma and advanced
diploma courses and those undertaking them in VET institutions, the Democrats
favour an approach that reduces fees and charges across the board, rather than one that
extends loans schemes so that more students are saddled with debts to cover full fees.

3.7 The argument for parity is also undermined by the bill’s discriminatory
treatment of students in the Queensland TAFE system who, as pointed out by the
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Queensland Government, will not have access to the loans scheme under the bill’s
current provisions.

3.8 Currently full-fee paying students represent a very small proportion of
students within the VET sector, however, the Democrats are concerned that this bill
represents the thin edge of the wedge and signals a shift in funding priorities that will
see an increasing proportion of the costs of VET passed onto all students as has been
the case in the higher education sector. The Democrats do not want to see a HECS
style system introduced into the VET sector. Increasing the cost of education and the
financial stress on students is not in the national interest.

3.9 The Australian Democrats have consistently called for increased public
investment in education at all levels, a major reduction in fees and charges and more
income support for students struggling to balance work and study.

Senator Lyn Allison
Australian Democrats
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