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1.0 Introduction

1.1 Overview of policy area

Tertiary education is becoming an increasingly important determinant in potential earnings with the shift away from agriculture and manufacturing as driving forces in employment. Over the course of the twentieth century the primary and secondary sectors went from employing nearly 40% and over 30% of the workforce respectively to just 7% and 12% in 2006 (Callister & Didham, 2012). Instead, the focus has been placed on New Zealand becoming a knowledge-based economy able to perform competitively on an international level. This can be easily seen in breakdowns of median personal incomes by highest qualification achieved, which range from $19,400 for those with no formal qualifications to $46,700 for those with the equivalent of a Bachelors degree and $83,000 for those with a doctorate (Statistics New Zealand, 2014). This is, of course, something of a reductionist and individualist way of looking at the situation which matches the alignment of public policy to a neo-liberal framework in which value is defined almost solely as economic value and the worth of a person is evaluated by their financial contribution. In fact higher education offers non-financial benefits as well, such as improved health outcomes and lower mortality rates (Nair et al, 2007), and many fields of employment that require post-secondary training provide significant public social benefits. This is particularly the case with professions such as nursing and teaching which typically give relatively low pay compared to the cost of study (Ting, 2014) despite being essential for a functional society.

Financial assistance for students recognises the value of higher education while recognising that the financial benefits are long term potentials. Most students would likely not be able to access tertiary education if they were required to cover all costs themselves upfront. In New Zealand this assistance takes the form of public loan provision and a targeted student allowance for students from low socioeconomic backgrounds. The existence of a public loan scheme has some important advantages over private loans available from banks, finance companies and other businesses. Since it is nominally provided as a public good rather than a profit making enterprise, the interest rate can be set lower than the market would demand or have interest removed altogether while the borrower remains in education. Repayments can be dependent upon the borrower's ability to repay with set income thresholds, and the need for collatoral can be removed entirely. Further, the debt can be wiped upon the borrower's death rather than remaining attached to the estate, which may require family members to take on responsibility for it even though the 'product' it was used to 'purchase' no longer exists. For the most in need students, the student allowance is a non-repayable benefit to cover living costs during the course of their study. The main component of it is set at the same level as the Jobseeker's Allowance from Work and Income New Zealand (WINZ) and there is an additional accommodation benefit – not to be confused with the accommodation supplement – which amount depends on the region the student is living in. The difference in whose income is means tested to determine eligibility depending on how old the student is recognises that families are more likely to be able or willing to assist an 18 year old in some fashion such as allowing them to remain in the family home with low or no rent than they would be for a 28 year old who has already presumably spent time in the career market before moving back to education. Recent changes have seen a shifting of focus towards individual responsibility for the costs of tertiary education. Limitations on how long one can receive the student allowance or student loan have been tightened to 200 weeks for the allowance – 120 weeks for those above 40 – and seven years for the tuition component of the student loan. The other components – course-related costs and living costs – have been restricted only to full-time students. Any gaps in what isn't covered by either the loan or allowance schemes are to be met through other methods such as scholarships, part-time work, family or employer support or personal savings. 

1.2 Objectives

Based on personal familiarity with the system of financial assistance for tertiary students, this project was designed to examine the question, “Is the current system of financial assistance to students successful in allowing students to complete post-secondary qualifications without undue burden?” This can be broken down into multiple areas of focus.

· The ability of students to meet costs solely through financial assistance. This is the primary point of interest. Though many students take part time jobs to increase their income, this is a relatively new phenomenon that only began to take hold in the 1990s and is not always realistic. Students may not be able to find work that fits around their study schedule, may have other responsibilities, or may have disabilities that do not allow them to take on a higher workload than that required for studying.

· The intersection of employment and study. For those who do choose to work, the decision may impact on the quality of their coursework as they are pulled between competing demands.

· Eligibility for financial assistance. Many recent changes have been made to the eligibility criteria for student loans and allowances. This has the potential to exclude some students from receiving assistance that may be necessary for them to complete their studies.

1.3 Scope

Since the implementation of student loans in 1992 both this scheme and the student allowance have undergone multiple incremental changes which nonetheless add up to form entirely different situations over time. These changes continue even now, which makes it difficult to assess the impacts on students of current policy, but the general trends of the last several years ought to be close enough to allow a good idea of what is happening. For this reason the project will be looking at the financial situation of tertiary students in the twenty first century, covering the 2000-2008 Labour government and the 2008- National government. 

2.0 Methodology

2.1 Research Design

This project is a qualitative study of literature published on the subject of student finances, particularly regarding meeting costs during the course of their studies. Some of the most significant changes to eligibility for the student loan and allowance schemes have occurred over the last three years, so it would be unrealistic to conduct a review solely of academic literature and full, completed studies. Instead I have included material from government and third sector as well as student groups with various levels of organisation.

Initial scoping enquiries revealed very little material of any type to work with. Therefore much of the data capture was a highly iterative process which involved a great deal of experimentation with keywords. By the end of this stage a wide variety had been used, including “New Zealand”, “financial assistance”, “tertiary education”, “students”, “student loan”, “student allowance”, “welfare”

2.2 Sources

To make sure to capture results in quite different formats I had to be sure to use several different search engines, each targeted at different collections. The Discover catalog on Massey's library portal and Google scholar both covered academic literature while the former also offers articles from many newspapers and magazines. Scoop was also used to search for press releases as there have been many of these released by the New Zealand Union of Students Associations as well as policy announcements from relevant Ministries, and Google captured general information on web pages and miscellaneous data. The University of Canterbury Research Depository opened access to theses not available through Massey's Discover database.

2.3 Inclusion Criteria

In the most simple terms, articles were included if they related to the finances of tertiary students, in New Zealand, from 2000 onwards. Though the keywords (particularly the early ones) turned up a great deal of information on public funding mechanisms for universities, these were excluded unless they somehow discussed the impacts on students themselves, as well university funding does influence the financial situation of students it is in a rather abstract manner. Initially excluded also was information about post-graduation finances of former students, however later adjustments to search criteria brought many of these back in to be included in discussion of the impact of anticipated debt burdens. A great deal of information was also discarded as being too old; much was written during the 1990s when student fees were still new and continually increasing. These articles are now out of date however due to the many changes that have been made to the loan and allowance schemes by successive governments.

3.0 Findings

3.1 Policy aims and justifications

The student loan and allowance schemes are designed to broaden access to tertiary education beyond those few who are able to pay for it upfront. The problem since 1990 has been how to reach an appropriate balance between what the state pays and what the student pays. Tertiary education is largely considered to be a private good that, while it has benefits to the greater public, mostly benefits the student who is able to demand higher pay in their future career. On average this earnings boost leads to wages 62% higher than those without a tertiary qualification, a significant increase (Education Review, 2014).

Prior to the 1990s New Zealand's tertiary education system could be described as an elite model featuring high government subsidies for a small number of students (McLaughlin, 2003). With shifts to a neo-liberal, knowledge-based economy, however, policy changes reduced the government contribution and increased student numbers, leading instead to a mass-market model in which almost anyone is able to enrol at a tertiary institute, provided they are able to pay. The student allowance is a tool of equity, to ensure that students from low socio-economic backgrounds are able to access tertiary education at a more equal rate. It was recommended in both the Hawke report (1988) and the National government's first tertiary review (1991) that student allowances become highly targeted to students with low parental incomes rather than universally granted. National also introduced the Study Right policy which increased the public contribution to universities for enrolments of beneficiaries (McLaughlin, 2003). The allowance system has remained essentially the same since then, with only adjustments made to the basic policy. These adjustments, particularly over the last few years, have been justified as cost-cutting measures necessary in the wake of Labour's irresponsible financial generosity (Joyce, 2014), though it is difficult to say whether this is truly the case or whether it is more to do with ideology surrounding the superiority of the market and the boiling down of education to just another product that consumers are responsible for purchasing.

The student loan scheme, however, is predicated more firmly on market liberal ideals of private purchasing power. It exists to enable students to contribute to the cost of education despite the fact that they do not currently have the ability to do so by allowing them to borrow against potential future earnings. This should allow the scheme to be more generous than the allowance, and indeed in many ways it is – though increasingly less so with changes that restrict access to components other than basic tuition fees – however the living costs component is some $40 less than the student allowance (Roberts, 2014). Increasing this amount or broadening eligibility are argued against on the basis that a certain portion of money lent under the student loan scheme is never recovered, making it unaffordable for the government to ensure that students have enough to live on even if they have to borrow it (Joyce, 2013, personal communication). This places the burden instead on students to make up the difference between what they can borrow under the student loan scheme and what they need to live on, through scholarships or grants, finding term-time employment, getting help from family, or resorting to other loan providers. Banks will generally not lend against future income however (Elder, 2014), leaving high interest payday loans with conditions that students will have greater trouble meeting.



3.2 Financial assistance insufficient for students' needs

At present, the maximum student allowance is set at $209.06 per week for a single person with no dependants and $299.45 per week for a single parent, after tax is taken off (Studylink, 2014). Recipients of the student allowance also receive the accommodation benefit, capped at $34 per week in lower cost areas such as Palmerston North and $40 in the major centres (Studylink, 2014b). Full-time students who are not eligible for the allowance can borrow living costs of $175.96 per week as part of the student loan scheme (Studylink, 2014c). In comparison, a 40 hour working week on the minimum wage would provide $489.85 after tax.

University students' associations often provide assistance that gives them a good 'on the ground' view of the difficulties faced by students. Otago University Students Association (OUSA) operates a food bank which saw a 12% increase in demand from 2012 to 2013, contracted with a local company to sell cheap frozen meals, and serves free breakfast daily for 50 students a day (OUSA, 2013) – reminiscent of calls for government to fund free breakfasts in low decile schools for children living in poverty. In fact, according to results from the Graduate Longitudinal Study New Zealand (GLSNZ), in 2011 roughly 15% of tertiary students were living in “absolute financial distress” without enough money to cover basic accommodation, clothing and food (New Zealand Union of Students' Associations, 2012). Though the maximum student allowance levels have risen slightly since then, cuts to student support every year since 2008 (OUSA, 2013) and rising costs of living mean that this figure may well be even higher now. Given that income from Studylink is usually not sufficient to cover even a single bedroom in university halls of residence this is hardly surprising (Victoria University of New Zealand, n.d., pp 7, 10-11) as even when utilities are included in the cost of accommodation students must also find enough money for food and transport – with median costs of $50 and $30 per week respectively (NZUSA, 2010). The Income and Expenditure Survey (2010) also found that while median accommodation costs had risen since 2007, the average had fallen slightly, suggesting that more students were resorting to cheaper rentals with a possible negative impact on health. Similarly, a smaller proportion of fulltime students spent on major expenses such as text books, clothing and travel out of town, which may mean that some students are simply going without (ibid.).

3.3 Lack of horizontal equity between students and non-students

While the student allowance is set at the same level as the jobseeker's support, previously unemployment benefit and sickness benefit, assistance for accommodation costs are treated very differently for students and non-students. Most low-income New Zealanders are entitled to the accommodation supplement through Work and Income New Zealand (WINZ), which is calculated according to a combination of income and housing costs and capped at $145 per week in parts of Auckland and $100 in most other major centres (NZUSA, 2014). By contrast, students receiving a student allowance instead receive an accommodation benefit through Studylink which is capped at $60 for a sole parent or $40 for a single person with no dependants (Studylink, 2014c). This difference of $60-100 could easily mean a 25%  - or higher - drop in income for someone moving from unemployment into study. Though the majority of political parties support the NZUSA campaign to review the cap on accommodation benefits (Wilson, 2014), National's election win does not leave student association staff optimistic (Cochrane, 2014), with several articles and press releases on the matter citing Steven Joyce's feeling that current student support is “about right” (NZUSA, 2014b; Walker, 2014). National has, however, announced that they will be allowing sole parents to access the higher accommodation supplement (NZUSA, 2014b), so further campaigning on the issue may find some traction.

3.4 Barriers to employment

The relatively low levels of financial support for students may well indicate a general acceptance that students will work part time to supplement their income. Indeed, the top three reasons for working given in a survey were “I need the money for basic essentials” at 73.9%, “I can't manage just on my student loan” at 68%, and “I have no choice, my family cannot help me financially” at 47% (Richardson, 2011, p27). Respondents were asked to rate the statements on a scale of importance and in each case those that rated the statements as “very important” far exceeded those choosing merely “important” (ibid.). Further to this, while approximately 60% of respondents in the Graduate Longitudinal Study were employed – consistent with 65% reported as employed in the 2010 Income and Expenditure Survey (NZUSA, 2011) - 22.3% reported that their work was “not at all” related to their field of study and a further 13% “very little” (Tustin et al, 2012).

However not all students are able to work for a range of reasons. Richardson (2011, p28) reports some of these as “My academic work would suffer if I had a term-time job” (76.5%), “I cannot cope with juggling my studies, work and family commitments” (58.8%), and “I have been unable to find a job/suitable job” (43.3%). This last reason is perhaps significant given that in 2007 90% of students had some form of employment ('Concerning outcomes...', 2014), indicating that the recession and rising levels of unemployment hit tertiary students particularly hard. For those who were in paid work, though their average earnings increased from $155 to $190 per week, the number of weeks worked went from 21 to 25 and hours from 12 to 14, meaning that the actual hourly rate increased by just 50 cents over the intervening years (ibid.). Area of study also showed a correlation with employment, with engineering and commerce students less likely to be working, and the implication may be that these subjects have a higher workload or face greater competition for top marks (ibid.). The Graduate Longitudinal Survey also found that 14.6% of respondents reported having a long-term medical condition, impairment or disability, and of these half said that it affected their studies or work (Tustin et al, 2012). Given that only 60% of university students are employed (ibid.), and the employment rate among disabled people is estimated at around 40% (Human Rights Commission, n.d.), disabled university students are particularly unlikely to be in part time work.

3.5 Effect of policy changes on enrolment patterns

In terms of visible changes in patterns of enrolment, there is an ongoing downwards trend in tertiary enrolments that began in 2005, driven by decreases in domestic enrolments  (Wensvoort, 2013). The exception, from 2008 to 2009, was due in part to a population bulge moving from secondary to tertiary education – enrolments for 18-19 year olds in 2009 were up by 7.8% (ibid., p6). With eligibility for student allowance cut entirely for those over 55 and reduced to 120 weeks for those aged 40-54, there has been a corresponding decrease in enrolments for students aged over 25 from 2012 to 2013 (Education Review, 2014). A more detailed breakdown of enrolment by age group may be necessary to fully understand how changes are playing out, though there will likely be further changes in the 2014 report and over the next few years as the effects fully filter through. This is similar to the way that changes in unemployment rates affect bachelors-degree enrolments with a lag of about a year (Smart, 2009). Surveys about the future plans of students can provide a hint of what the future may hold. The New Zealand Psychology Society, concerned about the effect of removing student allowance eligibility from post-graduate students on the number of qualifying clinical psychologists, surveyed 556 students and found that 75% reported that they would be negatively affected; more specifically, 82% of Maori students said that they were rethinking their decision to continue their education (Roberts, 2014). This is worrying not only for reasons of equity, but for those who will need the services of clinical psychologists, doctors and other highly qualified professionals who provide personal care in the future. Patients of different ethnicities may well have particular issues which are not well understood by the middle-class European students most likely to be able to finance post-graduate study through other sources, and widening disparities in educational opportunities for low income students who are more likely not to be white will make it difficult to find qualified professionals with the appropriate cultural knowledge and experience.



4.0 Recommendations

4.1 Raise cap on accommodation benefit (or merge with accommodation supplement)

Perhaps the most urgent and obvious change that could be made would be to adjust the accommodation benefit to be more realistically in line with current market rents. When the cap was set in 2001, $40 was a perfectly adequate amount to assist with the costs of accommodation. Now, Studylink and universities inform students in Wellington to expect to pay about $155 per week for a room in a shared flat; a room in campus Halls of Residence will often cost well over $200 (Victoria University of New Zealand, n.d.). When other costs are considered, living in Halls becomes simply impossible on only a student allowance, let alone student loan living costs. Renting a room in a flat can be done, however housing costs alone would come to roughly 60% of income. People are considered to have “high housing costs” when rent or mortgage payments exceed 30% of income (Ministry of Youth Development, n.d.). In contrast, the $100 provided under the accommodation supplement would bring the income of a non-employed student eligible for the student allowance to slightly over $300, reducing housing costs to just 50% of their income. While this is still uncomfortably high, this would at least bring students closer to the $339.85 weekly total costs that Studylink's cost of living calculator cites for a student renting in Wellington and using public transport (Studylink, n.d.).

4.2 Review rate of student allowance & student loan living costs component

Presently, the student allowance is set to the same level as the jobseeker's allowance – previously the unemployment benefit and sickness benefit. Ideally, the jobseeker's allowance is supposed to be a temporary support while recipients either find suitable employment or recover from illness – the medical certificates that exempt beneficiaries from job search obligations last for three months (Work and Income New Zealand, n.d.). The student allowance, however, currently has a limit of 200 weeks, which would allow for up to five years of undergraduate study for a student not enrolling in the summer semester or four years for one who is. This is a considerable length of time to survive on what is realistically a subsistence level income, and perhaps particularly difficult for those who know they are unable to maintain both work and study or those who are simply unable to find employment and for whom there is no further assistance. It is certainly galling that the combined student allowance and accommodation benefit comes to just $249 when both Studylink and universities are admitting that the basic cost of living is at least $340 (Studylink, n.d.; Victoria University of New Zealand, n.d.). The base rate should therefore be reviewed in comparison to actual costs faced by students rather than simply increasing in line with inflation, so that those who can't, can't find or choose not to work are able to cover rent and utilities with enough money left over for a relatively healthy diet.


Things are even more dire however for those who do not qualify for a student allowaThis was such a concern that the New Zealand Psychology Society has specifically addressed the issue with Minister of Tertiary Education Steven Joyce (Walker, 2014c).nce. The amount students can borrow for living costs (by definition intended to cover the cost of living) is currently set at a maximum limit of just $175 (Studylink, 2014c). In most centres this is barely enough to cover rent of a room in a shared flat, making it even more vital for these students to find secure employment – and more of it. This limit is obviously grossly unfair and inadequate and urgently needs to be raised, particularly as it is the only assistance available for post-graduate students to meet living costs. In many cases these students are expected to undertake internships or work placements which may well be unpaid, and the addition of paid employment on top of this and their study is an almost impossible burden, and this may particularly affect students in fields which are included on New Zealand's long-term skills shortage list such as clinical psychology (Walker, 2014b; Roberts, 2014). 

4.3 Review eligibility criteria for financial assistance

While targeting the student allowance at low income students is not a bad thing, more recent changes undermine its purpose as a tool to allow those from disadvantaged backgrounds to obtain  qualifications. Of particular concern is removing eligibility from post-graduate students, whose workload is considerably higher than at lower levels, as well as the lack of exemption to the seven year student loan limit for qualifications that take longer to earn, such as some medical courses (Elder, 2014). It may be perfectly true that students who complete a post-graduate qualification can expect higher earnings in the future, but this means little if they cannot complete the qualification due to being unable to afford rent and food. This is such a concern that the New Zealand Psychology Society has specifically addressed the issue with Minister of Tertiary Education Steven Joyce (Joyce, 2014). If the allowance is truly unaffordable, it would perhaps make more sense to remove eligibility during the first year or two years of undergraduate study, when students are more likely to be able to work part-time while maintaining grades (Walker, 2014).


5.0 Conclusion

Though the program of financial assistance available to tertiary students in New Zealand has been described as “one of the most generous schemes in the world” (Joyce, 2014), there are several flaws in the policy that impact negatively on students in such a way as to potentially make it impossible for some to obtain the necessary qualifications for their desired career. Modest increases in allowance and living cost limits tied to inflation rather than the cost of living mean that these payments are insufficient to support students though many struggle to find work. Eligibility restrictions remove even these modest incomes, and the provision of the accommodation benefit for students only results in a lack of horizontal equity between students and non-students, making it difficult for the unemployed or low-income workers to move into tertiary education for qualifications that could pull them out of poverty. A full review of all of these aspects is urgently required to assess the impact of many years of incremental changes on the operation of the schemes and radical reforms may be required to make the system more effective and fair for all.
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�	Anecdotally, when first renting in a student flat in 2003 I chose a relatively nice building in a decent part of town and paid $80 for one room of a three room house. As my parents' income was well above the eligibility limit for a student allowance I lived almost solely on student loan living costs supplemented by eight hours per week of work on the adult minimum wage of $8.50 – in total my income was about $200 and I was easily able to maintain a diet consisting of no processed foods which significantly increased my food costs. Currently my rent, well outside of town, is $150 and my weekly food budget is just $30!






