International funding comparison
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Fair comparisons of the funding of tertiary education are difficult to make for a number of reasons.  For example, countries have different definitions of what tertiary education is, they face different cost structures and there are also complications with the conversions to a common currency.

The New Zealand government spends above the Organisation for Economic Co-operation and Development (OECD) average on higher tertiary education, expressed as a percentage of gross domestic product. New Zealand ranked sixth among OECD countries, with spending at 1.5 percent of gross domestic product in 2005. This compared with the OECD country average of 1.3 percent. As New Zealand has a high rate of participation in post-secondary, non-tertiary education, it is probable that its ranking would improve further if this was taken into account. The OECD country with the highest proportion of gross domestic product spent on tertiary education was Denmark (2.5 percent).
Figure 16.15: Government spending on tertiary education in 2005 for selected OECD countries 
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Source: OECD (2008), Education at a glance: 2008 OECD indicators, Table B4.1.


Note: Government spending includes direct public expenditure on tertiary institutions plus public subsidies to households (including those for living costs).
The government expenditure provided to fund tertiary education organisations as a percentage of gross domestic product is below the OECD average. In 2005, New Zealand spent 0.9 percent of gross domestic product on tertiary education organisations compared to an OECD average of 1.1 percent. However, once student fees are added to government funding of tertiary education providers, the total funding to tertiary education organisations as a proportion of gross domestic product is equal to the OECD average.

Figure 16.16: Expenditure on educational institutions in 2005 for selected OECD countries


Source: OECD (2008), Education at a glance: 2008 OECD indicators, Table B2.4.
A comparison of annual expenditure per student on tertiary institutions shows that New Zealand ranks 19th out of 27 OECD countries. This puts it below the United States, Australia and the United Kingdom. Annual government and private spending on tertiary institutions was US$10,262 per student in 2005, on a purchasing power parity basis, compared to the OECD average of US$11,512 per student. As noted earlier, because of the measure used to convert the expenditure to US dollars, the gross domestic product purchasing power parities, caution should be exercised in viewing these results as they reflect the cost structure of entire economies rather than the education cost structures of member countries. In addition, lower annual expenditure does not necessarily lead to lower achievement as the efficiencies of the tertiary education system need to be taken into account.
Figure 16.17: Annual expenditure per student in tertiary education institutions in 2005 for selected OECD countries
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Source:  OECD (2008), Education at a glance: 2008 OECD indicators, Table B1.1a.

Notes:

1. This figure expresses annual expenditure on tertiary institutions per student in equivalent US dollars converted using purchasing power parities.
2. Annual expenditure includes government and private spending on tertiary institutions.

The OECD also adjusts expenditure per student for the level of wealth in each country by calculating the ratio of expenditure per student to per capita gross domestic product.  On this measure, New Zealand is above the OECD mean, above Japan, but below Australia. 

In 2005, subsidies to students accounted for 42 percent of government spending on tertiary education in New Zealand, the second highest of all OECD countries. OECD countries spend, on average, 18 percent of their public budgets for tertiary education on subsidies to students. This high proportion in New Zealand is intended to maintain the diversity and open access of the New Zealand tertiary education system. Subsidies to students are important, in order to provide students with access to tertiary education, regardless of their financial situation. It should also be noted that a proportion of the financial aid to students goes directly to institutions, for example, tuition fees paid through student loan borrowing. Adjusting for that factor shifts the share of government spending that goes to subsidise students to about 23 percent. 
Figure 16.18: Distribution of government spending on tertiary education in 2005 for selected OECD countries
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Source: OECD (2008), Education at a glance: 2008 OECD indicators, Table B5.2.
Note: Financial aid to students includes the following categories: grants/scholarships; public student loans; family or child allowances contingent on student status; public subsidies in cash or in kind, specifically for housing, transportation, medical expenses, books and supplies, and social, recreational and other purposes; and interest-related subsidies for private loans.

Large differences can be observed among OECD countries in the average tuition fees charged by tertiary institutions in 2005. For tertiary-type A programmes, New Zealand tertiary education institutions charged an average annual fee of US$2,671. There were no tuition fees charged for tertiary-type A programmes by public institutions in eight OECD countries. The United States had the highest fee for tertiary-type A programmes, US$5,027.
The average fee charged for tertiary-type B programmes by New Zealand tertiary education institutions was US$2,489. There were no tuition fees charged for tertiary-type B programmes by public institutions in six OECD countries, for example, Ireland. Australia had the highest fee for tertiary-type B programmes, US$3,734.
Figure 16.19:  Annual average domestic tuition fees in 2005 for selected OECD countries
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Source: OECD (2008), Education at a glance: 2008 OECD indicators, Table B5.1.
Notes:

1.  This figure expresses annual average tuition fees per student in equivalent US dollars converted using purchasing power parities.

2.  Amounts of tuition fees should be interpreted with caution as they result from the weighted average of the main tertiary-type A  and tertiary-type-B programmes and do not cover all institutions.

3.  Fees are for public institutions only.

In New Zealand, private expenditure accounted for 40 percent of total expenditure on tertiary education in 2005. Private expenditure accounts for, on average, 27 percent of total expenditure on tertiary education in OECD countries. Note that expenditure from private sources includes tuition fees paid by international students. Removing the fees paid by international students, shows that student fees account for about 30 percent of the revenue for teaching domestic students, and part of the fees cost is paid through the Student Loan Scheme, which carries a high level of government subsidy, further increasing the government’s share of the full cost.
Figure 16.20: Proportions of public and private expenditure in 2005 for selected OECD countries
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Source:  OECD (2008), Education at a glance: 2008 OECD indicators, Table B3.2b.

Note: Private spending includes all direct expenditure on educational institutions, whether partially covered by public subsidies or not.
The Organisation for Economic Co-operation and Development (OECD) provides the most reliable source of standardised international comparisons of funding and expenditure on education. It uses purchasing power parities� to compare the relative levels of tertiary education funding in member countries. The use of purchasing power parities is complex and caution should be exercised when making comparisons. The index used in the OECD’s comparisons is a gross domestic product purchasing power parities index which measures the prices of goods and services produced in each economy. Some sectors, such as education, may have quite different cost structures; these differences may not be captured by the index.


In all OECD international comparisons, tertiary education is defined according to the International Standard Classification of Education level. The levels of tertiary education include levels 5A (bachelors, honours, masters, and postgraduate certificates and diplomas), 5B (diplomas and national diplomas) and 6 (doctorates). The classification level 5A is called tertiary-type A education by the OECD: classification level 5B is called tertiary-type B.


In New Zealand, tertiary education has traditionally been measured as formal study, regardless of the classification level. However, the tertiary education sector as reported in OECD comparisons excludes enrolments in level 1 to 4 certificates and hence represents only about 50 percent of the students measured in New Zealand education statistics. For this reason, the reports only reflect New Zealand’s investment in the higher-tertiary education sector. The remainder of the sector is reported as post-secondary, non-tertiary in OECD comparisons. For this reason, funding figures presented earlier in this chapter may be different from the international comparisons presented here.








� Purchasing power parities (PPPs) are the currency exchange rates that equalise the purchasing power of different currencies. This means that a given sum of money, when converted into different currencies at the PPP, rates will buy the same basket of goods and services in all countries. In other words, PPPs are the rates of currency conversion that eliminate the differences in price levels among countries. Thus, when expenditure on GDP for different countries is converted into a common currency by means of PPPs, it is, in effect, expressed at the same set of international prices so that comparisons among countries reflect only difference in the volume of goods and services purchased.





Profile & Trends 2007: New Zealand’s Tertiary Education Sector
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