In step or out of step? – government tertiary education funding by age group
The Tertiary Education Strategy 2007-12 lists as one of its priorities the need to ensure that a greater proportion of New Zealanders achieve tertiary qualifications at level 4 and above before they reach 25 years of age. The importance of younger New Zealanders participating in tertiary education or training is also emphasised in the Schools Plus strategy.  One rationale for these objectives is that the gains from tertiary education are much higher for younger people.

The Organisation for Economic Co-operation and Development (OECD) estimates that the private internal rate of return in 2004 for a woman leaving school and completing a university qualification is 12 percent. The comparable figure for a man is 8.6 percent. However, the returns are much lower for people attaining this level of qualifications at an older age. The OECD calculates that the private internal rate of return for a 40 year-old completing a university degree is 3.3 percent for women and 4.1 percent for men.

In the younger age groups, New Zealand’s participation in education does not compare well internationally. In 2006, 74 percent of New Zealanders aged 15 to 19 years participated in some form of education, compared with an OECD average of 82 percent. In tertiary education, New Zealanders have a higher participation rate than the OECD average at age 17, 18 and 19 years. But this may be reflecting the practice of young people remaining longer at school in nearly all European countries. Participation in education by older age groups in New Zealand is also above the OECD average.
Demographic factors are also behind the focus on the younger age group. Currently there is a ‘population bulge’ working its way through the tertiary education system, which is expected to peak around 2012. This ‘bulge’ is expected to result in record levels of bachelors-degree enrolments (McClelland, 2006).

One of the reasons for the focus on the attainment of qualifications at level 4 or higher is that numerous studies, for example, Maani and Maloney (2004) and Nair (2007), have shown that New Zealand students who attain higher-level tertiary qualifications earn significantly more than those with lower-level qualifications.  This implies that they are making a greater contribution to the economy.  
This article examines how government tuition subsidy funding was allocated, between 2001 and 2007, to public tertiary education institutions by age group. Although government’s tertiary education priorities over the years 2005 to 2007 did not directly target students aged 25 years and under who were studying qualifications at level 4 or higher, it is nevertheless useful to assess their impact on the mix of tertiary education provision in terms of age group and level given their focus on quality and relevance. The preceding Statement of Tertiary Education Priorities 2005/07 aimed for greater quality and relevance in tertiary education provision funded by government. Relevance in this context referred to the degree to which qualifications contributed to the current and future skill, knowledge and development needs of New Zealand’s communities, regions and industries. A previous study of the impact of these priorities on the provision of tertiary education (Ministry of Education, 2007b) did not examine the effect by age group.
The results of this study are presented following the key findings and a brief discussion of the way tuition subsidies were allocated between 2001 and 2007. Some data limitations will be presented next followed by the study conclusions.

Key findings

· The study found that the emphasis on quality and relevance in tertiary provision, articulated in the Statement of Tertiary Education Priorities 2005/07, resulted in government-funded places being limited for those studying towards level 1 to 3 qualifications who were aged 25 years or over.

· The proportion of government-funded places directed at students, under 25 years of age studying towards a qualification at level 4 and above, has increased.  This trend is in alignment with the direction of New Zealand’s second tertiary education strategy and the Statement of Tertiary Education Priorities 2008-10.
Allocating tuition subsidies between 2001 and 2007

Over the period of the study, a number of policy changes were made to the system for allocating tuition subsidies to tertiary education organisations.

Tuition subsidies were allocated to tertiary institutions based on the number of valid enrolments of students, with enrolments in higher-cost courses, such as science-based subjects, attracting more funding.
 
Higher levels of funding were also allocated for students studying at higher qualification levels in the form of research top-ups. The research top-ups were phased out between 2004 and 2007 and the money transferred to the Performance-Based Research Fund.

Between 2001 and 2002, tuition subsidies were allocated to all valid enrolments, with one or two exceptions. Enrolments in a small number of high-cost programmes, such as medicine and veterinary science, were subject to a cap.

For private training establishments, tuition subsidies were limited by the government in 2003 in response to the significant rise in enrolments in this sub-sector in the uncontrolled funding environment. In addition, the notional capital component in the funding rates for private training establishments was removed.

In response to government’s desire for increased quality and relevance of provision, articulated in the  Statement of Tertiary Education Priorities 2005/07, a number of new funding policies and reviews of the tertiary education system were undertaken by the education agencies.
 

The Managing Growth policy, which was introduced in 2004, restricted the growth in enrolments. At the institutional level, this policy limited the growth in equivalent full-time students to 15 percent, or 1,000 over the previous year’s equivalent full-time students total, whichever was greater.

In 2005, the Managing Growth policy was extended limiting the increase in non-degree certificate and diploma enrolments to 200 equivalent full-time students per year in tertiary education organisations. The Tertiary Education Commission also carried out a review of the relevance of non-degree qualifications with a majority of courses classified in the A1 or J1 funding categories.

From 2006, funding for short awards for qualifications with fewer than 40 credits was also capped in tertiary education institutions.

In another significant change to the way tuition subsidies were distributed, the number of community education equivalent full-time students funded by the government was limited from 2004. Students enrolled in community education courses did not undertake formal assessment. In 2006, the funding of these courses was transferred from tuition subsidies to a ring-fenced fund within the Adult and Community Education Funding Pool.

Results and discussion
The numbers of funded equivalent full-time students, by age group, are presented in Figure 16.13 for the period 2001 to 2007. Clearly, the large number of students funded in the priority group – students aged 25 years and under studying at level 4 or higher – reflects a rising level of participation in tertiary education by younger students. Figure 16.13 indicates that in 2007 there were around 80,000 students in this group and it also shows that there was a steady rise of 9.3 percent, between 2001 and 2007, in funded places for this group. Over the same period, the number of funded equivalent full-time students was relatively stable for under-25-year-olds studying at levels 1 to 3 and those aged 25 years and over studying at level 4 or higher. The number of funded equivalent full-time students aged 25 years and over studying at level 4 or higher grew by just 2.7 percent between 2001 and 2007.

The number of funded equivalent full-time students aged 25 years and under  studying at levels 1 to 3 was also relatively stable from 2001 to 2007, apart from in 2005, when their number increased by 10 percent from 2004. However, as a result of the focus on quality and relevance of tertiary provision, following the release of the Statement of Tertiary Education Priorities 2005/07, the number of equivalent full-time students in this category returned to 2004 levels in the 2006 year. The number of equivalent full-time students in this category in 2007 was 6.1 percent higher than in 2001.

The largest variation in funded equivalent full-time students was exhibited by students aged 25 years and over studying qualifications at levels 1 to 3. Between 2001 and 2004, the number of funded equivalent full-time students in this group increased by 157 percent from around 23,000 to 58,000. Most of this growth took place in polytechnics and wānanga. 

The increased focus on the quality and relevance of tertiary provision funded by the government would appear to have had the greatest impact on students aged 25 years and over studying qualifications at levels 1 to 3. Between 2004 and 2007, the number of funded equivalent full-time students in this group fell by 17 percent to around 48,000. However, the net growth in this group between 2001 and 2007 was 113 percent.

Figure 16.13:  Government-funded equivalent full-time students by age group and qualification level in tertiary education institutions
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Note: The equivalent full-time students in this graph exclude those in community education.
Although the number of funded equivalent full-time students in the priority group grew steadily over the period between 2001 and 2007, a different picture emerges when students aged 25 years and under studying qualifications at level 4 and above are presented as a percentage of total funded students (see Figure 16.14).
As a percentage of total equivalent full-time students, those aged 25 years and under studying at level 4 or higher decreased from 45 percent in 2001 to 37 percent in 2005, before rising again to 40 percent in 2007.

The share of funded equivalent full-time students for students aged 25 years and over studying at levels 1 to 3 doubled from 14 percent in 2001 to 28 percent in 2004. Since then, it has fallen to 24 percent of total equivalent full-time students.

The share of funded equivalent full-time students in the other two groups exhibited a general downward trend over time. In 2001, 20 percent were students aged 25 years and under studying at levels 1 to 3 but by 2007 this proportion had fallen to 17 percent. Similarly, the proportion of students aged 25 years and over studying level 4 or above fell from 22 percent in 2001 to 19 percent in 2007.

Figure 16.14:  Distribution of government-funded equivalent full-time students by age group and qualification level in tertiary education institutions
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Note: The equivalent full-time students in this graph exclude those in community education.

The introduction of Modern Apprenticeships in 2001 is likely to have absorbed some students who may have otherwise left school for study at a tertiary provider. The number of students in a Modern Apprenticeship aged 25 years and under increased by 143 percent from 4,290 in 2002 to 10,430 in 2007. Therefore, the funded equivalent full-time student figures presented above will understate the government’s funding for students in the priority group.
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Conclusion

The Tertiary Education Strategy 2007-12 has a priority outcome for more young New Zealanders to achieve qualifications at level 4 or above by the age of 25 years. Although this article examined a period before the current strategy, the focus on improving the quality and relevance of tertiary education provision, articulated in the Statement of Tertiary Education Priorities 2005/07, resulted in a steady rise in the number of government-funded places for the targeted priority group – students aged 25 years and under studying at level 4 or higher.

The increased focus on quality and relevance of tertiary provision also limited the number of government-funded places allocated to students aged 25 years and over in qualifications at levels 1 to 3, and this has led to a reduction in lower-level enrolments after a period of very strong growth.

As a result, there has been an increase in the proportion of government-funded places directed towards the priority group. This is an outcome that is in step with the current tertiary education strategy priority of younger students achieving tertiary qualifications at level 4 and above.
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Data limitations


Private training establishments were excluded from this analysis. They were subject to a limited funding pool from 2003 and this made the identification of funded students difficult.


While there also were partial restrictions on the funding of enrolments in public tertiary education institutions, this was much smaller than for private training establishments. In 2007, only around 0.05 percent of domestic enrolments in tertiary education institutions were not funded. The dataset used in this analysis has been adjusted to take account of this by assuming that the distribution of funded equivalent full-time students by age and qualification level was the same for funded and unfunded students.3


Also excluded from the analysis were other tertiary education providers (OTEPs) and enrolments in community education courses (course classification 5.1). The coverage of this study was therefore around 90 percent of total government-funded equivalent full-time students.








� Before 2003, the Universal Tertiary Tuition Allowance was the name given to the system for allocating tuition subsidies. Between 2003 and 2007, the name given to the system for distributing tuition subsidies was the student component.


� For more detail on these actions and the effect they had on tertiary provision see Ministry of Education (2007b).


�The proportion of actual equivalent full-time students funded by the Tertiary Education Commission to the funded equivalent full-time students used in this study is 100 percent in 2004, 100 percent in 2005, 99.97 percent in 2006 and 99.95 percent in 2007. 
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