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Introduction

There are few decisions that have a bigger impact on a younger person’s life than their decision
to study at university, especially as the global economy becomes more knowledge intensive.
University education has been shown empirically to have both economic and social benefits.
The difference between the median annual earnings one year after study of a high school leaver
and a Bachelor’s degree holder in New Zealand is $12,000." Five years after study, this
difference widens to almost $16,000.2 Overseas, Bachelor’s degree holders have been found to
be less likely to smoke® and go to prison in later life.* They are also more likely to volunteer in
their community® and vote.® Despite these benefits, students of low socio-economic status
(SES),” and those from Maori and Pasifika backgrounds are underrepresented in universities

(hereafter referred to as “priority groups’).?

This essay evaluates the policy to make Bachelor programmes fees-free for priority groups.
The Treasury’s Living Standards Framework provides a useful tool to evaluate this policy and
also develop alternatives. The two dimensions of the framework, increasing equity and
economic growth are most helpful. As this essay explores, while improving access to tertiary
education is an important first step, improving tertiary education outcomes is also important.
This involves understanding why students do not complete degrees and what can be done about
improving this. Arguments are also made about the role of primary and secondary school in

preparing young people for university. In-depth interviews carried out with Wellington region
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businesses suggested that young graduates are increasingly unprepared for knowledge work.® It
follows from this research that there may be more room for universities to play a role in

preparing students for working life.
Background

One of the key issues facing modern New Zealand is how to drive economic growth in ways
that lift all New Zealanders’ living standards. This is expressed clearly in the Treasury’s Living
Standards Framework.'® Closing the continuing SES disparities is a key priority in New
Zealand today, especially differences between Pakeha and Maori and Pasifika groups. Priority
groups are much less likely to have a university education. Empirical evidence, discussed
further below, shows that factors beyond the cost of university are driving this."* The OCED
reported that rates of Maori and Pasifika with a university degree were low at 6.2 and 4.9 per
cent respectively. This compared with an overall average of 14.2 per cent.*? It follows that
participation rates at university are also lower. Maori and Pasifika people under the age of 25
have participation rates of 16 and 19 per cent respectively, below the overall average of 23 per

cent.t®

Currently, most New Zealand universities offer equity scholarships to academically able
students in priority groups. For example, Victoria University of Wellington awards 70
scholarships worth $5000 to go toward the first year of a priority group student’s study.™ It is
also now common place for universities to provide additional study support and monitoring of

priority groups via liaison staff.® There is little empirical evidence on the success of these
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schemes locally, but elsewhere similar programmes have been shown to improve student

outcomes.*®
Critiquing the proposed policy

One of the underlying purposes of the policy is to encourage enrolment in Bachelor degree
programmes. However, enrolment does not mean completion. Indeed, Maori and Pasifika are
much less likely to finish their degree. 62 per cent of Maori and 58 per cent of Pasifika finish
their degree within five years, compared with the average of 74 per cent.!” Alison Wolf, an
expert in education reform, describes how employers now use degrees as a sifting tool
regardless of whether the job applied for requires a degree.'® She highlights the trend that as
more people become university educated, employers become more particular about job
applicants, scrutinising their grades and work experience.'® A key risk with this policy is that
while it incentivises those in priority groups to undertake university education, it risks focusing
on increasing enrolment and completion rates without a focus on the quality of education and

university experience.

There is also the important motivating aspect of students paying for part of their education.
Local evidence shows that the fear students have of debt can lead to increased motivation
toward studies and higher grades.?’ This could be driven by students knowing they will have to
pay their loans back out of their future salaries and the belief that better grades will lead to
improved job opportunities. Students work harder and demand more from their lecturers and
tutors when they are paying fees.?! Their expectations rise. New Zealand’s university sector is
already highly subsidised, with a generous student allowance scheme and interest free student
loans. The pertinent question is: if students are not prepared to pay some of the fees towards

something that they are the primary beneficiary of, why should the taxpayer?
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Another concern with this policy is a trend toward higher subsidisation of higher education
instead of vocational pathways, such as apprenticeships. Inevitably, this policy would lead to
higher consumption of university by priority groups, when some may be better suited to take
vocational pathways. The reality is not everyone is suited for university, but everyone should
be given the opportunity to contribute productively to our economy. The solution lies in setting
the right incentives for priority groups to make the choice to enter further education after high

school.

The final concern is the expense of this policy, particularly as it focuses on enrolment rather
than outcomes. While the policy would improve the ‘Equity’ dimension of the Living
Standards Framework by giving priority groups the opportunity to attend university, this is a
tradeoff with the ‘Managing Risks’ dimension, and specifically a higher cost burden on

taxpayers.
The way forward

When the Treasury discusses equity, it focuses on “reducing barriers that prevent people from
making the most of their life choices” and “increasing the capabilities and incentives on people
to make the most of the chances available to them”.”> These considerations must be balanced
against the risk of the policy, usually involving a detailed cost-benefit analysis.?® The choice
and ability to enter and succeed at university depends on a range of factors, with fees being
only one. A large survey of 7000 Australian high school students found that the key drivers of
students of low SES not wanting to go to university were lack of interest in subjects offered by
universities, lack of encouragement from parents to enter university, a belief that vocational
programmes would be more useful and the perceived expense of university.>* When desires to
enter university were compared with their parent’s highest qualification, the students tended to

match their aspirations with that of what their parents achieved. For example, if a parent held a
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Bachelor’s degree, their child felt that that is what they should achieve t00.?> These findings

could be one reason why priority groups are poorly represented at university.

The role of a policy to encourage development of those in priority groups arguably needs to be
part of a suite of changes across the whole education sector. The focus should be toward higher
achievement across the board, not improved enrolment numbers. To assist this, there is a need
to improve the quality of primary and secondary education, in particular teacher quality.?
Teacher quality has been shown in numerous studies to improve students’ future career

outcomes and learning ability.?’

Based on the empirical evidence and balancing the dimensions of the Living Standards
Framework, there is a clear need for additional assistance for priority groups in their journey
through university. An assistance payment of about $5000 to first year students from priority
groups enrolling in both university and vocational programmes is a good tradeoff from the
proposed fees-free Bachelor degree. This is already offered to a limited number of university
students but could be expanded to all priority group students. The payment would be made
direct to the university to cover fees only. This would be combined with universities being held
to account in two key areas. First, priority group degree completion rates, rather than enrolment
numbers. This would encourage universities to support and develop these students to achieve
success in their university studies. Second, taking responsibility for developing priority groups
to better prepare them for their working lives. This would include promoting life skills, such as
helping them set goals and plan their careers. The use of role models, especially those from

priority groups who have had successful careers, could also be used in this regard.
Conclusion

This essay has examined and discussed the issues of the low participation of priority groups in

universities. It critiqued the policy proposed, and in light of empirical evidence proposed a
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more moderate option. It also suggested better accountability mechanisms within universities
to ensure these priority groups are getting a quality education in spite of their lower SES. The
suggested improvements aim to achieve the Treasury’s ambitious Better Living Standards

Framework aims, particularly in the areas of economic growth and equity.
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