How does government financial support for students affect success for students?
This article presents a summary of recent research on student support. The key findings of the two studies are presented followed by a description of the methodology and dataset used. The links between student support and educational achievement and earnings are discussed. Finally, some overall conclusions are drawn.
Key findings

· Students who either receive student allowances or use the Student Loan Scheme are more likely to complete their tertiary qualification than those who do not receive student support.

· People who receive student allowances only – without borrowing student loans – tend to do better in their tertiary study, especially those who studied at bachelors level and who were not in employment before starting their tertiary studies.

· The effect of student support on completion is more pronounced for Māori. Māori students with allowances or a loan are significantly more likely to complete their qualification than those who do not receive student support.

· Although the student support system does not directly influence people’s earnings following study, it has an indirect effect on the earnings of individuals.
· The earnings of individuals who had completed a qualification and who received any type of student support were higher than for those who did not complete a qualification.
· The differences in earnings between students receiving allowances only and loans only may be attributable to work experience, occupation and differences in attitude to student support.
Research by Nair (2008a, 2008b) applied statistical modelling to the integrated dataset on student loans and allowances
 to look at the effects of different types of financial support on the educational and labour market outcomes of tertiary education students.
The two main types of government financial support for students were looked at – the Student Allowances and Student Loan Schemes. This support is provided to improve access to tertiary education and to reduce the disparities in the education system.

The educational achievements of student support recipients were tracked to analyse the impact of financial support on the probability of completing a tertiary qualification. In a similar way, monitoring the earnings of student support recipients in the five years after they complete study led to an analysis of the impact of the type of student support received on earnings.

Both studies applied generalised logistic regression analysis to model the impact of student support on completion rates and earnings. An advantage of using logistic regression is that it allows for the impact of a range of study-related factors to be examined individually, while holding the non-study-related factors constant.
The amount of research on the impact of the student support system on the completion of a qualification, and on earnings, is limited. The studies by Nair (2008a, 2008b) advance current understandings by examining the impact of the support system with a real-life dataset that allows us to look at a range of personal and educational characteristics and at the interactions among those characteristics. The size and longitudinal nature of the integrated dataset provide a rich source of information that has until now been unavailable for analysis.
Methodology

For educational achievements, the outcomes of those full-time students who received ‘no student support’ were compared with the outcomes of full-time students who received ‘allowances and loans’, ‘loans only’ and ‘allowances only’. The dataset covered more than 346,000 people aged 15 years and over who entered tertiary study in the years spanning 1999 to 2001. It also included each student’s qualification completion status five years after starting study. 

For earnings, there were three categories – students who received ‘allowances and loans’, ‘loans only’ and ‘allowances only’. Income data was not available for students who received neither loans nor allowances. The dataset for that analysis covered around 192,000 people who left tertiary study between 1999 and 2001. The analysis looked at their wages and salaries in the years 2002 to 2005 – three and five years after they left study.

In addition to student support types, potential effect modifiers also influence the probability of successful qualification completion and earnings. Factors such as age, gender, ethnic group, and level and field of study, as well as institutional and employment characteristics were added to the models as predictors.

Educational achievements of student support recipients
How successful are student support recipients in completing their tertiary qualifications? And how does the educational achievement of support recipients compare with those who do not receive any student support? Does financial support tend to reduce disparities in tertiary education?

Nair (2008a) found that full-time students who either received student allowances or used the Student Loan Scheme were more likely to complete a tertiary qualification than full-timers who did not receive financial support. 
Approximately 60 percent of the people in the dataset used the student support system. The dataset included 28 percent who were both loan borrowers and student allowances recipients, 27 percent who were student loan borrowers only and 6 percent who received only student allowances. People who received student allowances appeared in the ‘loans and allowances’ group and the ‘allowances only’ group. 

People who access the student support system may not necessarily be aiming to complete a tertiary qualification; some choose instead to increase their skills by passing a few courses. This is particularly so for part-time students. Completing a qualification is more important for younger students, who are also more likely to be studying full-time. However, given that part-time students were excluded from the analysis and assuming that most full-time students aim to complete their qualification, completion of a qualification is considered an appropriate indicator of success in study for the purposes of this model.

How does being a student support recipient affect completion?
Overall results show that those who accessed the student support system were more likely to complete a tertiary qualification. The unadjusted completion rates for students receiving no loans and no allowances were the lowest – even among those studying full-time.

However, when all other factors were kept constant, students who received allowances only had a higher likelihood of completing a qualification
 than others.  The likelihood of completing a qualification among the students receiving both loans and allowances, or only loans, was similar to those who did not receive any student support (Figure 11.28).

Figure 11.28:  Effect of support types on the odds of completion 
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Note: The line bar denotes the 95 percent confidence interval for the odds ratio. If the line bar crosses 1, this indicates that this category is not significantly different from the reference category ‘no loans and no allowances’.

The estimates shown in Figure 11.28 give the odds ratio of completing a qualification for the three student support categories, compared with students who do not receive loans and allowances. The odds of completing a qualification were twice as high for students who received allowances only, as for students who received no financial support. For students who received both loans and allowances, or loans only, the odds of completing was not significantly different from students who received no financial support.

Do loans and allowances promote equity?

The analysis indicated that support types did influence the completion of qualifications for Māori students, while for Pasifika students the likelihood of completing was higher for those receiving allowances only (Figure 11.29).
Figure 11.29: Odds ratio of completion by support types and ethnic group
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Note: The line bar denotes the 95 percent confidence interval for the odds ratio. If the line bar crosses 1, this indicates that this category is not significantly different from the reference category ‘no loans and no allowances’.
How does level of study affect completion rates?

Those studying at bachelors level had the highest likelihood of completing a qualification and students in lower qualification levels had a significantly lower probability of completing a qualification.  But within some qualification levels, the chances of completion differed for the different support types (Figure 11.30). 
For instance, among those who took a bachelors degree, the likelihood of completion was significantly higher among the allowances only group. Among diploma students, those who receive allowances only had a higher probability of completing than those without student support. But in the diploma group, those who took a loan had a lower probability of succeeding.
Figure 11.30:  Odds ratio of completion by support types and qualification level
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What does all this mean?

Completion rates were lowest among students receiving no loans and no allowances. One reason is that part-timers are over-represented among those who do not take out student support and they have the lowest completion rates. Even taking out the part-time students, those who do not use student support have lower completion rates.  One reason for their low completion rates may be that students with no loans and no allowances may be more likely to engage in part-time work for extra income. A negative effect of students in part-time employment is the time use trade-off between work and study. Students engaged in work are likely to have less time for study, which may affect their academic performance. It may also take longer for them to complete a qualification, compared with those who do not work. It is also possible that the number of students whose tertiary goal is not a qualification were disproportionately represented in this group.
A relatively small number of students receive allowances only and their numbers have been dwindling since 2002. It is expected that this group may become even less relevant in the years to come. The analysis did not capture the changes in the criteria for eligibility for allowances that occurred in 2005 or the introduction of interest-free loans in 2006. These have intensified the reduction in students receiving allowances only. Hence, it would be unwise to draw policy conclusions about students who received allowances only, despite the interesting results in this study.
It is also important to note that the good performance of the allowances only group does not imply that student support allowances improve a person’s chances of success in tertiary study. This is because the majority of those who get allowances also borrow – but the performance of the loans plus allowances group is no better than the reference group. Evidently, there are factors in the allowances only group, not captured in the model, that are linked to the better completion rates in this support category. 

The impact of student support types on the completion of a qualification will depend on other influences such as an individual’s innate ability. Also, family income and associated characteristics, such as parents’ education and their aspirations for their children, or single parenthood, all have an impact on success. Although it is not enough to focus solely on financial support for tertiary students, it is recognised that this may help some students overcome disadvantages that prevent them from achieving goals for participation and achievement (Kim, 2007).
Previous research on the impact of factors on degree completion (Scott and Smart, 2005) suggested that field of study, study load, qualification level and the type of tertiary education provider were important predictors of the completing of a qualification, or not. And, the more full-time a student was, the higher their likelihood was of completing a degree. Nair (2008a) also found similar results, as did Kim (2007).
Kim (2007) found that students studying full-time had a higher likelihood of completing a degree than students engaged in part-time study, and that institutional factors, such as tuition fees, selectivity at entrance, and institutional control, were significantly related to degree attainment rates. Nair (2008a) found that the type of provider had a significant effect on completing of a qualification, but students receiving only allowances had a higher likelihood of completing a qualification in every provider type. Nair (2008a) also found that the activity prior to studying had a significant impact on academic achievement. Individuals not in employment before entering study who were receiving some form of financial support had a higher likelihood of completing a qualification than those who received no loans and no allowances.


Financial support helps people complete qualifications
In summary, the study on educational achievement supports the view that student support is effective in helping people complete qualifications, especially for under-represented groups. 

There were three important findings. Firstly, individuals who received only allowances had a higher probability of completing a qualification, compared with their counterparts who received no loans and no allowances, when all other factors were kept constant. Secondly, individuals who received both loans and allowances or who received only loans showed a likelihood of completing a qualification that was on a par with students receiving no loans and no allowances. Finally, the study showed that Māori and Pasifika peoples who had received an ‘allowance only’ had significantly higher academic achievements, compared with their peers who had received no student support.
Labour market outcomes of student support recipients

Given that the student support system does influence academic achievement, Nair (2008b) extended the analysis of the effects of student support to focus on earnings. This study complements earlier work by Nair (2007) and Hyatt et al (2005, 2006) on the earnings of graduates three and five years after study.

The labour market outcomes analysis focused on the question ‘how do labour market outcomes for different types of student support recipients differ?’ And, ‘how far is the student support system able to help achieve equity in economic outcomes?’
As with the study on educational achievement, full-time tertiary education students were grouped into the categories of those who received ‘loans and allowances’, those receiving ‘loans only’ and those receiving ‘allowances only’. The incomes of these three groups three and five years after they left study were then compared.  Unfortunately, no income data was available on those students who did not receive any financial assistance so no comparison with that group was possible.
The relationship between student support and an individual’s earnings from wages and salaries three and five years after leaving study is affected by characteristics such as age, gender, field and level of study, and their employer. Ten factors representing these characteristics were used as control variables.
For this study, the effects are specific to the chosen reference category, which was a European male, earning more than $80,000 three years after completing a bachelors degree from a university as a full-time student, and whose prior activity was being a secondary school student. Changes to the reference category would result in relative changes in the effects too.
Financial support does not directly affect earnings

Nair’s results (2008b) suggested that the type of financial support a student receives does not directly influence their labour market earnings. It does, however, have an indirect effect on individual earnings.

Slightly higher earnings were found in the group of students who had loans only, compared with students who received allowances only, or those who had both a loan and an allowance (Figure 11.31). However, the effect was only marginally significant. For example, the earnings probability of students receiving loans only was slightly higher for those earning more than $40,000 per annum, compared with students receiving loans and allowances, or allowances only.

The differences in earnings between the groups of students receiving allowances only or loans only may be attributable to the absence of influencing factors like work experience, occupation, motivation and attitude. These factors, in turn, may be influenced by personal and family circumstances, which were not included in the model.
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Figure 11.31: Predicted probability of earnings by support type 

Completing a qualification results in higher earnings

Whether or not an individual had completed a qualification had a significant impact on their earnings probability. Individuals who had completed a qualification while receiving any type of support were likely to earn more than non-completers within each support type.
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Figure 11.32: Fitted probability of earnings by support type and completion status

Studies by Hyatt et al (2005, 2006) concluded that completing a qualification, or not, had a substantial influence on income. The findings of Nair (2008b) reinforced these and earlier studies that concluded that completing a qualification is associated with higher income. Earlier studies also found that completing a qualification is influenced by personal, study-related and institutional factors.
What about the role of work experience and occupation on earnings?
In summary, the earnings analysis suggests that although the student support system does not influence the earnings of individuals directly, it does have an indirect effect through academic achievement. A marginal increase in earnings was observed for students with loans only, compared with students who received allowances only, or those who received both loans and allowances.
Conclusions

There are significant benefits to individuals who complete a qualification and as a result the tertiary education system contributes to the accumulation of human capital and improves the outcomes of New Zealanders. Attaining a tertiary qualification is an important determinant of an individual’s future opportunities. Therefore, the student support system contributes to human capital accumulation through improved academic achievement that leads to better employment outcomes. Hence, the student support system can be seen to help provide equity to some extent.

While those who receive allowances but do not borrow have a greater probability of completing a qualification, and, in turn, this is associated with higher earnings, it is important to note that changes introduced to the student support system since the period analysed mean we need to be cautious in drawing policy conclusions from these two studies.
For one thing, it is unlikely to be the receipt of allowances that influences completion of a qualification because those who receive allowances and also borrow do not have higher completion rates.  This means there must be factors not observed in the model that are influencing success for allowances recipients.
As the integrated dataset on loans and allowances is updated each year, the research on educational achievement and earnings can be refreshed. This will enable further assessments to be made of the contribution that student support makes to the life of New Zealanders.
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�The Statistics New Zealand integrated dataset created in 2002 combines information from the Ministry of Social Development, Inland Revenue and the Ministry of Education. It links a student’s educational, demographic, and allowances and loan information.


�For a more detailed description of the methodology used see Nair (2008a, 2008b).


�The model had a pseudo R2 value of 0.23.


�For this study, the effects are specific to the chosen reference category, which was a European male, aged between 15 and 20 years, who completed a bachelors degree from a university without receiving student support and whose prior activity was being a secondary school student. Changes to the reference category would also result in changes in the strength of the effects.
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