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Financing Higher Education in Hungary: 
The Case for and Against Student Fees
Introduction

1.
This note examines the case for and against the use of tuition fees for financing higher education in Hungary.  The debate about whether Hungary should charge students fees for higher education is part of a lively global debate on the same subject – driven by similar trends in other countries throughout the world:  Intensified global competition and accelerating technology change are requiring higher education systems to improve in quality and coverage in order for countries to remain competitive.  Higher education enrollments are expanding rapidly.  Budget financing in most countries has not been able to keep up with the growth of higher education enrollments.  Shrinking per-student budget support has eroded the quality of higher education in many countries, and threatens to do so in others.  These pressures have motivated a global effort to diversify financing of higher education in order to accommodate growing enrollments without sacrificing quality.   The global trend toward increasing reliance on student fee financing is part of this broader effort to diversify the sources of higher education financing.
   
2.
Quite apart from their contribution to meeting the costs of providing higher education, student fees are likely to have other important consequences – both good and bad.  The increasing reliance on financing from tuition fees and other student-borne costs raises a legitimate concern about whether these costs limit access to higher education.  Some countries have addressed this concern by providing fully subsidized higher education without recourse to student fees.  A more common approach is to combine fees in some form with targeted support for low-income student to help meet the cost of fees and other necessary outlays for higher education.  This note reviews the global experiences with these alternative approaches, giving particular attention to the experiences of the OECD countries.  
3.
Student fees may also have positive impacts – notably, on efficiency, quality, and responsiveness of higher education to evolving needs in the economy.  This note also reviews the theoretical arguments and the available evidence on these benefits of student fees.  It begins by establishing the context for the current debate on student fees in Hungary.  Next, it summarizes the rationale for student fees.  It then describes the range of fee policy in different countries. It then examines the role of student fees in promoting efficiency, quality and labor-market relevance of higher education.  Next, it looks at the potential adverse effect of student fees and other student costs on access to higher education.  It then reviews options for addressing concerns about access and reviews international experiences with these approaches.  Finally, it situates the student fee decision within the broader context of higher education financing  reform .   
I.  Context for the Current Debate
4.
Rapid growth of higher education enrollments.  Hungary has experienced the most rapid growth of higher education enrollments of any of the New Member States since the start of the transition (Figure 1).
   Higher education enrollments in Hungary grew by 9.1 % per year between 1990/91 and 2005/06.
  Expressed as a percentage of the 19-24-year age cohort, higher education coverage increased from just 12 % of the age group in 1989 to 60 % of the age group in 2004.
  A related change was the shift of many secondary enrollments from terminal programs to programs offering university access through the maturity examination.  This growth of higher education coverage is a remarkable and very positive accomplishment.  There are few, if any, precedents in history for such rapid and sustained growth of higher education enrollments at the national level.   
Figure 1 – Growth of Higher Education Enrollments, New Member States, 1989-2004
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5.
Declining support for higher education.  Expenditures on higher education in Hungary have not increased as rapidly as enrollments, with the result that expenditures per student in higher education have fallen by 27 % in real terms since 1995.
  A decline in per-student expenditures of this magnitude inevitably signals a deterioration in the quality of higher education.  By comparison, expenditures on higher education in most other OECD countries have increased faster than enrollments (Figure 2).  This situation puts Hungary’s higher education system at a disadvantage relative to most other OECD countries, where rising expenditures per student have allowed for improvements in higher education quality.  (Expenditures per student fell by an even greater amount in the Czech Republic.) 
Figure 2 – Change in Expenditures and Enrollments in Higher Education 1995-2004,

Hungary and other OECD Countries
(2004 constant prices)  
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6.
Relatively low level of expenditure on higher education.  The underfunding of higher education in Hungary is also apparent in a comparison of current levels of expenditure on higher education, both from public and private
 sources (Figure 3).  In 2004 (prior to the introduction of student fees), Hungary spent a total of 1.1 % of GDP on higher education -- 0.9 % of it from public sources (budget financing) and 0.2 % from private sources.  Most other OECD countries spend a larger proportion of GDP on higher education.  Of all the OECD countries, only Italy, Portugal, and Turkey spend a smaller proportion of GDP on education than Hungary.  The United Kingdom spends the same share of GDP on higher education as Hungary (1.1 %), but does so with a higher proportion of private financing in the form of student fees.  Private financing accounts for a particularly large share of higher education expenditures in Australia, Japan, Korea, and the United States, and a particularly small share in Germany, Ireland, Portugal, Turkey, and the Scandinavian countries.  Expressed in absolute terms, Hungary’s expenditure per student in higher education is 64 % of the OECD average.
  These comparisons suggest that, by comparison to other OECD countries, there is “room” for a larger share of both public and private financing of higher education in Hungary.     

Figure 3 – Public and Private Expenditure on Higher Education as a Share of GDP,  

Hungary and Other OECD Countries, 2004
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7.
Higher education quality – not competitive with world leaders.  Higher education plays a critical role in developing the skills and technology to compete effectively in an increasingly competitive global economy.  The coverage of higher education in Hungary compares favorably to other OECD countries (Figure 4), but the quality of Hungary’s higher education institutions does not.  None of Hungary’s institutions of higher education appears among the top 100 European universities listed in prominent international rankings.  The most highly ranked Hungarian institution in the Webometrics global evaluation of universities ranked 288th among the leading universities of the world, and only four Hungarian universities placed among the top one thousand universities in the world in that ranking.
   Other international rankings tell a similar story.  Quality deficiencies in Hungary’s higher education in part reflect the underfunding of higher education discussed above.
Figure 4 – Higher Education Coverage, Hungary and other EU States
(gross enrollment ratios in %)
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8.
A reversal of past growth in higher education enrollments – the start of a long-term trend.  Following the surge in higher education enrollments since the start of the transition, the number of students enrolled in higher education actually declined in 2006/2007 – from 424,161 in 2005/2006 to 416,348 in 2006/2007.
   This reversal of the historic pattern of enrollment expansion has been attributed to the new policy of student fees.
  More fundamentally, it results from the shrinking size of the university cohort. Past fertility changes in Hungary have led to a significant shrinkage of the university-age cohort.  This contraction started in the year 2000, and will continue for at least the next 20 years.
  In the year 2000, the population in the 20-24 year age group was 845,000.  By 2005, the size of this cohort had shrunk to 660,000 – a decline of almost one-quarter in just five years.  Based on the number of 0-to-4-year olds alive in 2005, there will be no more than 478,000 20-to-24-year olds in 2025.
  This is an unprecedented decline in the size of the age group -- a 35 % reduction from the number of 20-to-24 year olds alive in 2000.  The shrinkage of the higher education age group is likely to continue after the year 2025, as reflected in the United Nations’ medium-variant projection (Figure 5).    
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Source: United Nations Population Division: World Population Prospects: The 2006 Revision         (medium variant projection).
9.
It is highly likely that the decline in enrollments that appeared in 2006/2007 is the start of a long-term pattern of contracting enrollments.  In view of the scale of prospective shrinkage in the higher education cohort, suspension of university fees could, at best, make only a minor contribution to slowing the eventual decline.  Education enrollments in 2025 would be less than current enrollments even if Hungary were to attain the same enrollment ratio as Sweden and the United States (82%) by 2025.  Moreover, the experience from other countries suggests that tuition reduction does not necessarily lead to increased enrollments.
  Over the next twenty years, current enrollment levels in higher education could be maintained only through a major increase of enrollment among immigrant students and/or students above the normal ages of university attendance.
10.
The prospect of shrinking university-age cohorts presents both an opportunity and a dilemma for the country.  It presents an opportunity because declining enrollments could, with the right policies, allow improvements in quality through higher expenditures per student without increased budget outlays.  But the shrinkage of university-age cohorts also presents a dilemma because the natural tendency of higher education institutions is likely to be to try to maintain enrollments.  With rapid shrinkage of the university-age cohort, maintaining enrollments of regular students would almost certainly require significantly lowering admission standards and eroding the overall quality of higher education.  A far preferable alternative would be to maintain admission standards for regular students and to use the resources liberated by shrinking enrollments to improve quality and develop life-long learning opportunities for adult students.  
11.
Shrinkage of the university-age cohorts reduces the fiscal need for student fees.  But in spite of this fact, there are a number of important technical reasons to consider maintaining student fees in higher education.  Quite apart from their contribution to meeting the cost of higher education provision, student fees can play an important role in improving efficiency, quality, and labor-market relevance of higher education.  These are discussed in the following sections.
II.  The Rationale for Student Fees
12.
Containing fiscal costs.  An obvious reason for considering the use of student fees is that student fees reduce the need for budget financing of higher education, and thus help contain the need for taxation that could otherwise cause economic distortions.  Hungary faced a threat of runaway budget deficit prior to the 2006 Fiscal Convergence Program.  Although the Government has made good progress toward meeting the fiscal deficit targets for 2008, the recent IMF Article IV consultation recommends continued vigilance in public spending – particularly in health and education.
  Maintaining student fees would contribute to the goal of fiscal discipline and help meet overall public spending targets.  
13.
Allocative efficiency.  In addition to this fiscal rationale for student fees, there is an important economic efficiency rationale.  Economic theory posits that for most goods and services, the optimal (or welfare-maximizing) level of production results from selling those goods and services in competitive markets at a price equal to their marginal cost of provision.  Applied to education, this principle would involve the charging of student fees equal to the cost of accommodating an additional student in a given level or program of studies.  Offering higher education free leads to higher demand on the part of students – some of whom would otherwise enter the labor market at the completion of secondary schooling.  This “excess” enrollment entails both a fiscal cost to meet the needs of providers to accommodate higher enrollments, and an economic cost in the form of delayed labor-market entry and foregone contributions to production.  Student fees perform a useful role in limiting participation in higher education to students who most highly value it.  The argument for student fees to help limit demand is analogous to the argument for user charges for public transportation.  In both cases, free provision would lead to overuse
 and would require permanent subsidies to meet the costs of provision and maintenance.  

14.
The rationale for government support of initial education.  Private education is often provided on this commercial basis, but public education almost never is.  Most countries fully subsidize the provision of primary and secondary education and substantially subsidize the provision of public higher education.  Initial education is seen in most societies as both a basic human right and a requirement for responsible citizenship.  Initial education provides important benefits to society by, for example, making all individuals aware of their rights and obligations as citizens.  These external benefits or “externalities” justify public support for initial education.  For this reason, most countries that can afford to do so provide free initial education and require all children to complete a specified duration of compulsory schooling.  
15.
The investment rationale for higher education.  Higher education is usually treated differently from initial education because it is not a requirement for responsible citizenship and because many of the benefits of higher education accrue to the graduate (in the form of higher lifetime earnings and other privileges) rather than to society.  In all OECD countries, workers with higher education have higher average earnings than workers with only secondary education (Figure 6).  Studies of rates of return to higher education also consistently show high returns to participation in higher education.
   The earnings premium for higher education is greater in Hungary than in any other OECD country: Hungarian males with higher education earn, on average, two and a half times as much male workers with only a secondary education.  (There is also a large premium for female graduates, although not quite as large as for males.)  Thus, higher education is a powerful investment for individuals, involving a tradeoff of foregone current earnings (and other costs of education) for the prospect of much higher earnings in the future.  This investment benefit of higher education is an important argument for student fees.
Figure 6 – Earnings of Adult Workers with Higher Education

 as a Percentage of Earnings of Adult Workers with Secondary Education, 

Hungary and other OECD Countries
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16.
Limitations of the investment rationale.  But unlike other investments, investments in higher education cannot easily be secured with collateral.  This makes it difficult in most cases for students to obtain commercial loans to finance higher education.
  As discussed below, this market failure justifies government intervention to allow individuals from low-income households to invest appropriately in their own higher education.  Another reason for government intervention is that higher education does provide some external or society-wide benefits, even if these are not as pervasive as they are for initial education.  Among the possible society-wide benefits of higher education is higher economy-wide productivity that results from technological innovations carried out by university graduates.
  
III.  Student Fee Policy in International Perspective
17.
Student fees -- one of several sources of financing.  Student fee policy is often treated in public debate as a simple, dichotomous choice – either to finance higher education with student fees, or to finance it from other sources (presumably, from general budget revenues).  In reality, the higher education finance decision is a far more complex choice which always involves multiple sources of financing.  Even in systems which do not require tuition fee payments, participation in higher education entails significant expenses for students and their families, which can deter access.  These include both out-of-pocket payments for textbooks and computer services, transport, living expenses and other education-related costs, and opportunity costs of foregone income.  At the other end of the spectrum, private fee-financed higher education also relies on other income such as charges for contract and grant research, fee-for-service income, endowment income, contributions from alumni and other donors, and often receives direct or indirect government subsidies in various forms (including exemption from taxes).  Figure 7 illustrates with the revenue structure of German private universities, in which tuition fees account for 30% of revenues, public budget funding for 27%, third-party receipts (including fee-for-service earnings) for 14%, and other sources for 29%. 

Figure 7 – Income Structure of Private Higher Education Institutions in Germany, 2001
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Antje Stannek and Frank Ziegele, “Private Higher Education in Europe: A National Report on Germany,” Arbeitspapier No. 71, November, 2005, Centrum fűr Hochschulentwicklung.
18.
 Bridging the gap in timing between outlays for higher education and benefits of higher education.  Like any investment, higher education entails up-from expenditures and future gains.  The various financing options for higher education can be seen as instruments for bridging the gap between the time that higher education institutions and students incur costs and the time that higher education yields benefits for graduates and for the economy that can be used to repay those costs.  At one extreme, in systems with student fees some families are able to afford paying the tuition fees and other costs of higher education and thus finance the gap themselves.  At the other extreme, the government fully subsidizes higher education provision and current taxpayers finance the gap. Between these two extremes is a spectrum of cost-sharing solutions involving a mix of financing.    There is considerable richness of financing options not only across national programs, but even within national programs.  In Australia, for example, higher education institutions are free to set fee levels within a specified range for each of several families of specializations, with higher ceilings for specializations with higher unit costs and higher prospective earnings.   Students have the option to either pay fees up-front at a discount, to defer fees until after graduation when their income has reached a specified threshold by obtaining an interest-free, Government subsidized student loan, or to divide payment using both approaches.  For students who elect to defer their tuition payments, repayment is made through the tax system.
   These and other financing options are discussed below.
19.
A summary of student fee policy in the OCED countries is provided in Table 3, with further description in Annex I.  Table 3 classifies national student fee policies in four categories – systems with:

· No tuition fees in public higher education,

· Up-front tuition fees in public higher education, regardless of amount,

· Dual track tuition fees, in which students who score above a specified threshold in the university entrance examination are admitted tuition free, and students with scores below this level but above the entry threshold are admitted upon payment of tuition fees – often, involving full cost-recovery fees set at average unit cost, and 

· Deferred tuition, involving payment at or after graduation.
Table 3 – A Summary of Student Fee Policy by Type
	Up-Front Student Fees
	Deferred Student Fees
	No Student Fees
	Dual-Track Student Fees

	Austria
	Italy
	Australia
	Brazil
	Australia

	Belgium
	Japan
	England
	Denmark
	Czech Republic

	Bulgaria
	Korea
	Ethiopia
	Finland
	Estonia

	Canada
	Mexico
	New Zealand
	Greece
	Hungary

	Chile
	Netherlands
	Scotland
	Ireland
	Latvia

	China
	Portugal
	Wales
	Luxembourg
	Lithuania

	France
	Singapore
	
	Malta
	Poland

	Germany
	Spain
	
	Norway
	Romania

	Hong Kong
	Turkey
	
	Slovakia
	Russia

	India
	United States
	
	Sweden
	Slovenia


Source:  Pamela Marcucci and Bruce Johnstone, “Tuition Policies in a Comparative Perspective: Theoretical and Political Rationales,” Journal of Higher Education Policy and Management, Vol. 29, No. 1 (March, 2007), updated and expanded with country-specific information from references cited in text.  
20.
For some countries, the distinctions in the Table 3 classification are artificial, and reflect not so much whether there are student charges for higher education, but what they are called.  Ireland, for example, which prides itself on not charging tuition fees, charges all undergraduate students a “registration fee” of € 800 -- which is more than the average tuition fee charged in the French system -- and charges tuition fees for graduate students.  Slovakia charges substantial fees for part-time undergraduate students, even though full-time students continue to attend without fees. 
21.
Student fees – becoming the predominant model.  Reliance on student fees for financing part of the cost of higher education is the predominant model outside Europe.  Even in Europe there has been a trend towards more widespread adoption of student fees -- except for Ireland (box 1) and the Scandinavian countries, where there remains a philosophical aversion to student fees.   The Netherlands has had tuition fees since 1945.
  Beginning with the adoption of higher education tuition fees by the UK in 1997, Austria, Italy, Spain, Portugal, and Germany have since adopted tuition fees.  Public universities in France charge a fixed fee by level of education for programs sanctioned by the Ministry of Education.
  For other, specialized programs, public universities may set their own fees.  In 2004, the Institut d’Études Politiques started a move toward higher fee levels by charging income-graduated tuition fees of up to €4,000.
  A recent meeting of more than 700 rectors of European universities acknowledged the contribution that student fees can make to maintaining high-quality higher education as coverage expands: 
The European University Association (EUA) calls on governments to reaffirm that higher education is predominantly a public good. However, in the context of university funding and in response to the growth in student numbers and the high cost of maintaining excellence in a global context, EUA will continue to engage in the debate on the public-private partnership in funding higher education, and will specifically address the issue of tuition fees.

22.
Expanding higher education coverage and deteriorating teaching and learning conditions provided much of the original impetus for the adoption of student fees.  The British Government, for example, decided to introduce tuition fees in 1997 following a period of rapid enrollment growth – enrollments doubled between 1980 and 1997 – and declining per-student budgets – per-student expenditures fell by 40% over the same period.
  Even before the adoption of student fees in Germany starting in 2005, the president of Berlin’s Humbolt University described the pressures felt by most public universities:  “We’ve got two choices.  One of them is for Germany to become merely average.  The other is for us to really invest in education and research.  If the public sector isn’t able to give us the money, we need alternatives.  In the mid-to-long term, there is no alternative to adopting tuition fees.”
  
	Box 1 – Reintroduction of Student Fees in Ireland?

In response to widespread public opposition, Ireland suspended undergraduate student fees in 1995.  The recent OECD Review of Higher Education Policy for Ireland recommended reintroduction of student fees, aguing as follows: 

“No evidence was produced throughout our review that the decision  in 1995 to remit fees for first-degree study had more than a limited impact, if any, on the disparity of participation rates amongst the different social/occupational classes. Economic arguments – which we accept – point to the need for further investment in tertiary education in, for example, improved staff: student ratios (to support research or to recognise the demands of widening participation) and in educational or research infrastructure (libraries,

IT, laboratory refurbishment and building maintenance). But at the same time, there is growing competition for resources within the education budget itself as well as from other parts of the public sector.

We do not believe that with the economic and fiscal realities facing Ireland it will be possible to develop the globally competitive tertiary education system and research capability that it seeks by relying on state funding alone. We have therefore reached the conclusion that a policy to charge fees to students pursuing first degrees should be reintroduced.  In coming to this conclusion we adduced the following arguments which may be broadly categorised in terms of national funding requirements and social equity: 

● Ireland does need to invest more in tertiary education both for economic and social reasons but will find it increasingly difficult to do so because of the competing claims from other parts of the education system as well as from other parts of the public sector of the economy.

● Irish tertiary education institutions are over-dependent on public funding; less reliance on the state would make them more competitive.

● Further investment in tertiary education, particularly at the postgraduate level, and in terms of research infrastructure would over time make Irish HEIs more attractive to fee-paying international students.

● The free-fees policy has not had the effects that were hoped for in improving participation from students from disadvantaged backgrounds and we received evidence from a number of experts in access issues, both individuals and organisations, that they thought that the solution to improving participation lay elsewhere.

● The free-fees policy is inequitable because it provides substantial subsidies to students whose families could well afford to pay tuition fees. (An estimated 20% of students enrolled in universities and receiving the benefit of free fees are from families with incomes in excess of EUR 70,000 per annum.)

● The rate of return to a third-level education, both now and predicted for the future, fully justifies students bearing a share of the cost of their education.” 




23.
For the New Member States, the adoption of student fees under the dual-track model was but one of several financial diversification measures adopted in response to shrinking budget revenues early in the transition.
  Clearly, the options which countries face on student fee policy are constrained by national resources.  The Scandinavian countries at present are able to maintain high-quality higher education systems, including cost-of-living grants for students, without recourse to student fees, and even manage to share this largesse with students from other countries.  Other countries at lower income levels may not have this luxury, even if they are prepared to make the fiscal effort to commit a larger-than-usual share of public revenues to higher education.  Finland and Sweden, for example, have high-quality higher education systems with high participation and no fees, but they also have the highest level of budget expenditures for higher education.   Australia, New Zealand, Canada, and the US have high-quality systems and high participation, but finance them largely through private expenditures rather than budget financing.  

24.
Tuition fees account for a small share of actual higher education costs.  With the exception of Korea and the United Kingdom, student fee levels are modest in relation to actual per-student costs of higher education – in most cases, less than one-third of actual per-student costs (Figure 7).   Fee levels in the European countries that have adopted student fees are significantly lower than fees in other regions (Table 4), such that fees currently account for less than 10 % of actual per-student costs.  

Figure 7 – Student Fees in Relation to Actual Per-Student Cost of Higher Education,
2004-2005 (US$ equivalent in PPP)
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Table 4 –Student Fees in Comparative Perspective:

Annual Fees for Higher Education First Degree 

(expressed in 2007 PPP US$)
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Source:  D. Bruce Johnstone and Pamela N. Marcucci, op. cit.  Footnote references provided in Annex II.

25.
Student-fee policy is politically contentious, but gradual introduction and transparency and consistency of policies can help build public acceptance.  The adoption of student fees in systems which formerly provided free higher education is always contentious.  Ireland and Portugal, for example, have twice instituted and twice suspended student fees during the past fifteen years, reflecting the fluctuation of public support for fees under successive governments.
  New Zealand adopted a “big bang” policy of liberalizing higher education tuition fees in 1992, under which universities were free to set fee levels without any central constraints and student loans were provided with positive real rates of interest and income-contingent repayment.  The policy was introduced as a one-time event rather than a gradual process;  there was little effort to explain the rationale for the change or to otherwise prepare the public for the change.   Public opposition led to dilution of the reforms in 2000.  Subsequent analyses of the policy concluded that the policy would have faced less opposition if the changes had been introduced gradually, with deliberate efforts to explain the policy and its rationale to the public.
  The experience with fee policy in the UK provides similar lessons.  There was very vocal opposition when student fees were introduced in the UK in 1998 and cost-of-living grants for most students were replaced with loans.  Under the decentralized provisions of the new legislation, local governments and individual universities were free to define the provisions for eligibility for a broad range of means-tested grants and exemptions.  Much of the opposition arose in reaction to the non-transparency, complexity, inconsistencies, and apparent arbitrariness of these provisions.   Over time, many of the inconsistencies were resolved; information on the policies and public understanding of them improved; and public acceptance of the new policies grew.
 
26.
Public acceptance is more likely when student fees offer clear educational benefits.  Linking student fees with quality improvements can improve the acceptability of fees both for university management and students.  In Germany, university rectors opposed the imposition of student fees until state governments offered assurances that universities would be able to retain fee income and use it for quality improvements.
  Prior to the adoption of tuition fees in Germany, a concern about declining quality led to an offer by students at Dresden University to contribute to quality improvements in the university, including recruitment of additional staff in order to permit longer operating hours in the university library. 
27.
Legal interpretations can affect implementation of student fees.  Although constitutional provisions restrict the adoption of student fees in the Scandinavian countries, they played the opposite role in Germany.  Germany’s Constitutional Court ruled in January, 2005 that the prohibition of tuition fees under the Higher Education Framework Law was unconstitutional.  This interpretation ended the national policy of tuition-free admission and opened the way for individual universities to collect student fees and to set fee levels. Most German universities have since adopted a uniform tuition fee of about € 1,000 per year. 

IV. The Role of Student Fees in Promoting Efficiency, 
Quality and Labor-Market Relevance of Higher Education
28.
Improved efficiency, quality, and labor-market relevance – the strongest reasons for adopting student fees?   The following paragraphs describe how student fees can have positive effects on efficiency, quality, and labor-market relevance of higher education.  As we have seen, most countries charge fees for higher education.  The prevalence of student fees in spite of the fact that fees account for such a small proportion of actual higher education costs suggests that these beneficial effects on efficiency, quality, and labor-market relevance may be a more important reason for their adoption than the financial contribution that they make to higher education finance.
Efficiency   
29.
Student fees affect three dimensions of higher education efficiency:  
· First is allocative efficiency.  This refers to how effectively the economy provides an optimal level of higher education which reflects the priorities of individuals and the potential alternative uses of the resources used in the provision of higher education.
   Providing unrestricted and free higher education is costly not only in terms of cost of its provision, but also in terms of reduced national output through delayed labor market entry.  In principle, tuition fees that reflect the cost of higher education provision promote an economically efficient level of provision and encourage students to seek only the amount and type of education that will strengthen their future earnings and employment prospects by more than the cost of obtaining it.  
· Second is cost-effectiveness, or efficiency in use of educational inputs -- faculty, classrooms, laboratories, libraries, etc. – in “producing” education of a given quality.  A more specific efficiency question which is central to the debate on student fees is whether public expenditure on higher education delivers good value in terms of contributing to public policy objectives.   
· Third is the efficiency with which students make use of higher education -- for example, in terms of the time taken to complete a degree program and the extent to which students select programs which lead to productive employment. 
Table 5 – Efficiency Ranking of Public Spending on Education,
Hungary and other New Member States 
[image: image10.emf]
Source: Hungary: 2007 Article IV Consultation – Staff Report and Public Information Notice on the Executive Board Discussion, IMF Country Report No. 07/250, July, 2007.

30.
The role of student fees in promoting allocative efficiency has already been discussed (paragraph 13).  The following paragraphs deal with the role of student fees in promoting efficiency in provision (cost-effectiveness) and efficiency in use of higher education.

31.
Higher education in Hungary is not as efficient as it could be; student fees could help improve efficiency.  Table 5 provides an efficiency ranking of New Member States based on how much they spend in primary and secondary education in relation to student achievement, results
 and how much they spend per student place in higher education.  Hungary spends less per student place in higher education than Bulgaria, the Czech Republic, Poland, Romania, and the Slovak Republic, but more than Estonia, Latvia, Lithuania, and Slovenia.  Hungary is also less efficient than the Czech Republic, Latvia, and Poland in producing secondary-level learning achievement.  Student fees could help improve cost effectiveness of higher education by providing a stronger incentive for institutions to focus on outputs in the form of enrollments and graduates rather than inputs, and thus improve efficiency in use of inputs.   
32.
Dual-track financing does not deliver good value in terms of national policy objectives.  The current system of dual-track financing of higher education in Hungary and most of the other New Member States involves a combination of budget finance and fee payment by lower-performance students in public universities.  Fees are often meant to fully recover costs for students whose entry qualifications are not high enough to gain them a budget-financed place.  Dual-track financing can provide incentives for improved quality, as in Latvia, where students are required to requalify for budget financing each year.
   But dual-track financing also has several important disadvantages: 
  

· It is inequitable because it charges some students but does not charge others for the same courses, regardless of ability to pay.

· It is also inequitable because students from households with higher income and better educated parents have a better chance to obtain budget-financed positions because they are more likely to have benefited from better primary and secondary schools, better home support, and better opportunities for tutoring assistance to prepare themselves for the entrance examination.
· It wastes public financing and provides little added value to the country in terms of educational or economic outcomes because many of the students who currently qualify for fee-free higher education could afford to pay fees for higher education and would do so in a situation of universal fees.  Currently, the main function of dual-track financing is to reward high performance on the part of incoming students.  Participation in higher education and high performance should not require artificial inducements; they should provide their own rewards.  As we saw in Figure 6, they do so abundantly in the form of higher lifetime earnings.  
· It blurs the distinction between public and private sectors.  In terms of financing, it resembles a system of private universities operating within ostensibly public universities.  This approach denies public universities the potentially helpful competition and lessons of experience that genuinely private universities could offer.  The Central European University, for example, has established a record for academic excellence and pedagogical innovation.  It would benefit Hungarian public higher education institutions to have more role models for high quality higher education.  At the same time, the presence of more private competition should create an incentive to devise more affordable high-quality models of higher education.
33.
Efficiency in use.   Student fees can improve the efficiency in students’ use of education by raising the cost of repetition and program changes that delay graduation.   Higher education systems that do not charge fees and are generous with student stipends for living expenses encourage students to spend longer in higher education than they need to in order to complete their chosen program of studies.  The recent OECD Higher Education Review for the Czech Republic expressed this relationship as follows:
Financing systems also create powerful incentives for behaviour on the part of students and families, on the one hand, and institutions, on the other.  Systems of financing in which students do not bear study costs tend to encourage inefficient behaviour on the part of students, such as extended study times. Likewise, public higher education institutions dependent almost exclusively upon public financing have very weak incentives to behave efficiently. Conversely, an element of cost sharing by students alerts them to the economic consequences of their study choices, and fosters a sense of engagement and heightened expectation among students qua consumers—as we were consistently told by Czech students enrolled in the fee-paying sector of tertiary education.  And higher institutions that are forced to obtain private resources are subject to a competitive and disciplining environment—one that may be more effective than national funding bodies in creating incentives for productivity gains, flexibility in provision, and innovation.

Excessively generous stipends in some countries have encouraged prolonged duration of higher education as a means of supplementing household income – particularly during cyclical downturns when graduates faced poor employment prospects.   In 2005, the average age of university graduates in the UK (which had student fees) was between 21 and 22 years, while in Germany (which had no student fees) it was between 27 and 28 years.
  Student fee policy may also be specifically designed to encourage efficient use.  An example is the student fees structure in the Netherlands, where students above the normal age of program completion are charged higher fees than younger students.
  
34.
Quality.  As we have seen (paragraph 26), tuition fees tend to be more acceptable to students and university administrators when they are seen as a means of improving education quality.  Student fees can also promote quality by encouraging competition among universities for students, especially if good information is available to the public on quality differences among universities.  Fees can also promote improved quality by raising expectations of students and parents.  When students have to pay for their education, they tend to have higher expectations for the quality of their education and to be more vocal in complaining when the education that they receive falls short of their expectations.  The same incentive for quality-based competition can be provided through capitation-based budget financing.  Whether budget-financed or fee-financed, student-based financing needs to be carefully designed and monitored in order to avoid perverse incentives.  For example, there have been reports that some universities in the Balkans are deliberately increasing repetition among fee students in order to increase fee revenues.  Per-student budget financing could produce the same result.  Policies to encourage efficient student progression are also vulnerable to perverse incentives.  For example, budget financing on the basis of graduates rather than students (as in the Czech Republic) could encourage lowering of standards for program completion.  

35.
Labor-Market Relevance.  Student fees can improve labor-market relevance by strengthening the investment motivation for students – for example, by underlining the importance of choosing a program of studies with favorable employment prospects in order to permit repayment of student loans.  The current system of dual-track financing can dampen the responsiveness of higher education to changing skill needs in the global economy.  In some of the New Member States, budget-financed places have not been offered in all specializations, and there has been a tendency to use budget financing to maintain traditional courses which are less demanded by students.  Students seeking courses in IT and other high-demand specializations have had to enroll in fee-financed programs in public universities or in private universities.  Policies for allocating budget resources for higher education can also promote labor-market relevance.  In Finland, for example, where there are no tuition fees, budget funds for university places are allocated largely on the basis of projected labor-market demand.
  With fixed numbers of places in each specialization, rationing of places occurs through variable entry thresholds.  Students wishing to pursue courses of study with limited employment prospects (and, hence, little budget financing) must have particularly high scores on the national university entrance examination in order to gain admission. 
V.  The Impacts of Student Fees on Equity and Access
36.
Equitable financing and equitable access – different concepts.   Higher education financing is equitable if the people who pay for higher education are the same people who benefit from higher education.  Higher education access is equitable if qualified students have can participate in higher education regardless of their household income. Tuition-free higher education does not guarantee access, and the charging of tuition fees does not necessarily impede access to higher education.  As discussed below, other, non-fee costs (including opportunity costs) may make it difficult for students from low-income families to attend university even if there are no student fees per se.  And even in systems that charge student fees, various measures are available to defer or offset tuition fees and other costs for low-income students such that income is not a barrier to access.  

37.
Tuition-free higher education financing is often inequitable.  Tuition-free higher education may be free to the student, but it is not free to society.  It is financed by all taxpayers in the form of sales taxes, personal income taxes, and other general revenues.  Financing higher education through tuition fees or other forms of student financing tends to be more equitable than financing by taxpayers because it restricts payment to the individuals who directly benefit from higher education.  Higher income families tend to benefit disproportionately from tuition-free higher education.  As shown in Table 6, even in the absence of universal student fees, households in the highest income quintile in Hungary account for twice as large a share of university enrollments (26%) as households in the lowest income quintile (13%).  This is consistent with the pattern observed in most countries, in which higher education enrollment shares increase with income regardless of fee policy.
  Student fees are not responsible for the lower representation of low-income students in higher education in Hungary, although other costs (including opportunity costs) may be a factor.  To the extent that they are, strengthening of stipends for low-income students could help raise their participation.  But there are limits to the potential gains from this approach, because many low-income students are barred from higher education by inadequate qualifications for admission. To that extent, policies to strengthen educational performance of low-income students in primary and secondary education are likely to be a more powerful instrument for raising higher education access than the financial inducements of not charging fees and offering stipends for low-income students once they get to higher education.    
Table 6 – Proportion of Higher Education Enrollments 
by Household Income Quintile
Hungary, 2004 
	Income quintile
	1
	2
	3
	4
	5

	Higher education enrollment share
	13 %
	20 %
	20 %
	22 %
	26 %


Hungary 2004 Household Budget Survey

38.
The main alternative to student fees is greater reliance on taxation-based financing.  Because higher education graduates earn higher incomes than taxpayers who do not benefit from higher education, taxation-based financing of higher education is equitable only if taxation incidence is genuinely progressive --- i.e., if it collects a larger share of income in tax from individuals with higher levels of education and income than from individuals with lower levels of education and income.  Otherwise, tuition-free higher education means that current taxpayers, many of whom have not benefited from higher education, subsidize higher education for other people who will, as a result, earn higher incomes in the future.  Recognition of this fact in the recent public debate on the adoption of student fees in Germany – where tuition-free higher education was seen as leading to “the nurse paying for the education of the doctor’s son” -- helped bring about public acceptance of tuition fees. 
39.
Student fees can limit access, but do not necessarily do so.  The evidence on the effect of student fees on higher education access is mixed.  A number of studies conclude that student fees do not appear to be a significant deterrent to access, while others do find an inhibiting effect.  University fees in the Netherlands since 1945 do not appear to have limited access, even during the period prior to the introduction of means-tested grants in 1986.
   The introduction of student fees in the Republic of Ireland in 1995/96 does not appear to have affected new intakes into higher education
 and did not alter the economic stratification of university entrants.
  Similarly, student fees in Australia since 1989,
 and tuition policies in Quebec, British Columbia, Manitoba, Newfoundland and Labrador not appear to have limited access.
  But studies in the US and UK have found a deterrent effect – particularly for students from low-income households.
   
Table 7 – Higher Education Expenses Borne by Parents and Students in Norway
(US$ PPP, 1999/2000)
	 
	Public 
	Private 

	
	Low
Public 
	Moderate Public 
	High
Public 
	Low
Private 
	High
Private 
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	Tuition
	0 
	0 
	0 
	Nok.28,000
[$ 2,947] 
	Nok.45,000
[$ 4,737] 

	
	Other Fees
	Nok.350
[$ 37] 
	Nok. 740
[$ 78] 
	Nok.1,000
[$ 105] 
	Nok.1,000
[$ 105] 
	Nok.1,000
[$ 105] 

	
	Books & Other Educational Expenses 
	Nok.2,500
[$ 263] 
	Nok.3,000
[$ 316] 
	Nok.3,000
[$ 316] 
	Nok.2,500
[$ 263] 
	Nok.3,000
[$ 316] 

	
	Subtotal Expenses of Instruction 
	Nok.2,850
[$ 300] 
	Nok.3,740
[$ 394] 
	Nok.4,000
[$ 421] 
	Nok.31,500
[$ 3,316] 
	Nok.49,000
[$ 5,158] 
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	Lodging
	0 
	Nok.20,000
[$ 2,105] 
	Nok.32,000
[$ 3,368] 
	Nok.20,000
[$ 2,105] 
	Nok.32,000
[$ 3,368] 

	
	Food
	Nok.8,000
[$ 842] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 

	
	Transportation 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 

	
	Other Personal Expenses 
	Nok.4,000
[$ 421] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 

	
	Subtotal Expenses of Student Living 
	Nok.14,600
[$ 1,537] 
	Nok.37,600
[$ 3,958] 
	Nok.49,600
[$ 5,221] 
	Nok.37,600
[$ 3,958] 
	Nok.49,600
[$ 5,221] 

	  
	Total Cost to Parent & Student 
	Nok.17,450
[$1,837]
	Nok.41,340
[$4,352]
	Nok.53,600
[$5,642]
	Nok.69,100
[$7,274]
	Nok.98,600
[$10,379]


Source: Norway Profile, Annex I
40.
Non-fee payments are substantial; in fee-paying systems they are usually larger than tuition fee payments themselves.  Even in non-fee systems, students are generally required to meet a number of non-tuition expenses of higher education, including purchase of textbooks and educational materials and room and board for students who do not live at home.  These non-tuition expenses are typically at least as large as tuition fees themselves.
   In Norway, which does not charge tuition fees, expenses borne by parents and students ranged from US$ 1,800 to over $5,000 in 1999/2000 (Table 7).  Average costs borne by budget-financed students in Hungary were almost US$ 2,500 in 2000/2001, while costs borne by fee-paying students averaged almost US$8,000 (Table 8).  Payment of non-fee costs by students is generally less controversial than payment of tuition fees:  

Families in many European Countries expect to pay for their children’s living costs, although not the instructional costs, or tuition—which is why the ability to attend university and live at home is important, and why higher education is so much more accessible in urban areas. Families in Scandinavia expect their high taxes to assure free higher education, but expect their children—as young independent adults to bear the costs of living—through ubiquitous, subsidized loans. 

Table 8 – Higher Education Expenses Borne by Students and Parents, Hungary, 2000/01

 (first degree, US$ PPP) 
	
	Budget-funded students
	Fee-financed students

	Instructional expenses
	
	

	   tuition fees
	0
	2,400

	   other fees
	50
	530

	Subtotal
	50
	2,930

	Student living expenses
	
	

	   lodging
	750
	1,800

	   food
	750
	1,200

	   transportation
	300
	180

	   other personal expenses
	600
	1,800

	Subtotal
	2,400
	4,980

	Total cost to parents & students
	2,450
	7,910


Source: Mary Canning, Martin Godfrey, and Dorota Holzer-Zelazewska, “Financing Higher Education,” in Thomas Blatt Laursen, editor, Current Issues in Fiscal Reform in Central Europe and the Baltic States, 2005, World Bank Working Paper, 2005
41.
Low household income and low educational attainment of parents deter access more consistently than do student fees.   Low household income and low parental educational attainment  deter higher education access more – and more consistently – than do tuition fees and other costs of education.  This is apparent in the lower aspirations and lower rates of progression to higher education for secondary completers whose parents have little education.
  It is also consistent with the finding in a number of country studies that fee policy has little effect on the economic stratification of university entrants.
  Inhibited higher education access for children from economically and educationally deprived households starts long before entry to higher education.  The cumulative effects of lack of educational stimuli and lack of support in the home and neighborhood environment show up in the form of low secondary school performance and low performance in university entrance examinations.  Opportunities for children from more affluent families to attend elite schools and to participate in preparatory courses for university exams further accentuate these differences.  
42.
As noted above (paragraph 31), students from households with higher income and better educated parents have a better chance to obtain budget-financed positions because of better primary and secondary schools, better home support, and better opportunities for tutoring assistance to prepare themselves for the entrance examination.
  In some countries – notably, the Scandinavian countries – students in primary and secondary schooling attain similar levels of learning performance regardless of their household and community situation, while in other countries students from poorer households and communities consistently perform at a lower level than students from more affluent households and communities.  Hungary is in the latter group of countries, in which schools tend to reinforce rather than compensate for income-related learning differences.  This can be seen by comparing the between-school and within-school components of variance in science performance in Figure 8, based on the findings of OECD’s 2006 PISA international assessment of secondary-school students.  Between-school differences in student performance in Hungary are among the largest in the group of countries represented in the PISA sample.  In Hungary, 60% of total variance in student achievement is explained by differences across schools and 50% is explained by differences in the economic and social situations of students’ households (including educational attainment of parents), schools, and communities.  Economic and social status of students thus has a strong influence on students’ secondary school performance, which in turn affects their chances for going on to university.  Any effective policy to provide more equal access to higher education in Hungary would need to address the sources of these differences – for example, by supporting early detection of students with learning difficulties and schools with low performance, and provision of supplementary support and monitoring to raise learning achievement.  An important feature of Finland’s education system and of all high-performance education systems is the setting of high standards and expectations for all students, regardless of their household background.
   

Figure 8 – Variance in Student Performance Between Schools and Within Schools,

OECD 2006 PISA Assessment, Science Results
[image: image13.emf]
Source:  Figure 4.1 in PISA 2006: Science Competencies for Tomorrow’s World, Volume 1: Analysis, OECD, 2007.   http://www.pisa.oecd.org/dataoecd/30/17/39703267.pdf
VI. Options for Helping Ensure Equitable Access 
43.
As discussed above and as described in greater detail in the country profiles (Annex I), there are a number of options for helping ensure equitable access to higher education.  In general, these options are of two kinds:

· financial interventions to help meet the costs of participation in higher education, including student loans, grants, and other measures, and

· non-financial interventions, including targeted educational support to low-performing students and schools in primary and secondary education.

Financial interventions typically receive the most attention in the public debate surrounding the adoption of student fees.  But as the persistence of income differences in higher education participation suggests, higher education access is often constrained more by low educational performance in primary and secondary schooling than it is by financial constraints at entry to higher education.  To the extent that it is, non-financial interventions are likely to be more powerful instruments of improved access than financial interventions to address the out-of-pocket costs of higher education.   
Student Grants
44.
Most European countries – both fee-paying and non-fee-paying -- provide grants to students to help meet the cost of participation in higher education.  Coverage, levels, and basis for award of grants vary widely.  As shown in Table 9, most countries award grants on the basis of need, but some countries provide grants to all students and some award grants on the basis of academic performance.   In principle, student grants should help improve participation by making higher education more affordable.  The effect of student grants on higher education participation has been most extensively researched in the United States, where tuition fees and non-fee costs are among the highest in the world.  Most studies in the US have found little or no effect of student grants on participation, although some research has found positive effects on participation for older students.
  
Table 9 – A Summary of European National Policies in Support of

Higher Education Student Grants

	Country 
	% of Students Receiving Grants 
	Eligibility Criterion 
	Eligible Costs
	Foreign Students Eligible?
	Students Studying Abroad Eligible?

	AUSTRIA 
	15.5% 
	need-based 
	tuition & living costs 
	No 
	Yes, but only for four semesters of study 

	BELGIUM 
	23.9% 
	need-based 
	tuition & living costs 
	
	Yes 

	BULGARIA 
	18% 
	need-based 
	tuition & living costs (partially) 
	Yes, under specific terms and conditions 
	Yes, under specific terms/intergovernmental agreements 

	CZECH  REP. 
	Not available 
	need-based 
	living costs 
	Yes 
	Yes 

	DENMARK 
	90% 
	all students 
	living costs 
	No 
	Yes 

	ESTONIA 
	15% 
	academic merit 
	living costs 
	Yes 
	Yes 

	FINLAND 
	100% 
	awarded to all students 
	living costs 
	Yes, under specific terms 
	Yes 

	FRANCE 
	23.1% 
	need-based 
	tuition & living costs 
	Yes 
	No 

	GERMANY 
	18% 
	need-based 
	living costs 
	No 
	Yes 

	GREECE 
	40% 
	need-based 
	living costs 
	No 
	No 

	ICELAND 
	No grant system 

	IRELAND 
	34% 
	need-based 
	living costs 
	Only EU/EEA students 
	Yes, if they study in specific EU institutions 

	ITALY 
	12% 
	need-based 
	tuition & living costs 
	Yes 
	Yes 

	LATVIA 
	8% 
	academic merit 
	living costs 
	No 
	No 

	LITHUANIA 
	35% 
	need-based 
	Not answered 
	No 
	No 

	LUXEMBURG 
	Not available 
	need-based 
	tuition & living costs 
	Yes 
	Yes 

	NETHERLANDS 
	75% 
	Basic grant: all students 
Supplementary grant: need based 
	costs of tuition& living costs 
	i) EER students eligible for a Raulin grant 
ii) EU migrant workers eligible for full student support 
	Yes, if they study in Belgium or Germany or if they study in specific faculties 

	NORWAY 
	100% 
	academic merit 
	living costs 
	Yes, under specific terms 
	Yes 

	POLAND 
	14% 
	need-based 
	living costs partially 
	eligible for grants based on academic merit or sport achievements 
	Not answered 

	PORTUGAL 
	15% 
	need-based 
	living costs 
	No 
	Yes 

	SLOVAKIA 
	10.3% 
	need-based 
	living costs 
	No 
	No 

	SLOVENIA 
	10% 
	academic merit 
	living costs 
	Yes 
	Yes 

	SPAIN 
	14.27% 
	need-based 
	costs of tuition & living costs 
	No 
	No 

	SWEDEN 
	≈ 100% 
	academic merit 
	living costs 
	No 
	Yes 

	SWITZERLAND 
	Not available 
	need-based 
	living costs 
	No 
	No 

	TURKEY 
	5.8% 
	need-based 
	costs of tuition & living costs 
	No 
	No 

	UNITED KINGDOM 
	25% 
	need-based 
	living costs 
	No 
	No 


Stella Kefala, “Fees and Student Support in Europe: Exploratory Study Prepared for the European University Association”, July 2005. http://www.eua.be/eua/jsp/en/upload/Report_fees_students_020206.1138871125397.pdf 
Student Loans 
45.
Student loans have several important advantages over student grants as a means of helping meet the costs of participation in higher education.  Student loans usually incur much smaller fiscal costs than grants.  As noted above, the repayment obligation associated with student loans encourages prompt completion of programs and can encourage more judicious choices by students of specializations which respond to labor market skill needs.  For these reasons, there has been a trend in the region to rely more heavily on student loans in preference to student grants as instruments to ensure equitable access to higher education (Table 10).  During the past decade, for example, income-contingent student loans in the UK have replaced much of grant assistance that was formerly provided to students.
  Student loans have entirely replaced student grants in the Netherlands.
   
46.
Student loans can also have a deterrent effect on higher education participation, particularly for low-income students and parents who may be intimidated by the repayment obligation associated with student loans.  Here, too, the empirical evidence is mixed.  Debt aversion has been found to deter participation by low-income students in the UK,
  whereas student loans have been found to facilitate access of low-income students in the US.
 
Table 10 – A Summary of European National Policies in Support of 

Higher Education Student Loans
	COUNTRY 
	% OF STUDENTS RECEIVING STATE LOANS 
	ELIGIBILITY

CRITERIA 
	COVERED

COSTS 
	INTERNATIONAL STUDENTS ELIGIBLE FOR STATE LOANS 
	STUDENTS STUDYING ABROAD ELIGIBLE  

	AUSTRIA 
	No loan system 

	BULGARIA 
	No loan system 

	BELGIUM 
	No loan system 

	CZECH REP. 
	No loan system 

	DENMARK 
	50% 
	all students 
	living costs 
	No 
	Yes 

	ESTONIA 
	not available 
	open to all students 
	tuition & living costs 
	Not answered 
	Yes 

	FINLAND 
	48% 
	all students 
	living costs 
	under specific terms 
	Yes 

	FRANCE 
	0.12% 
	all students 
	living costs 
	No 
	No 

	GERMANY 
	18% 
	financial need 
	living costs 
	No 
	Yes 

	GREECE 
	5% 
	financial need 
	living costs 
	No 
	No 

	ICELAND 
	37% 
	open to all students 
	tuition & living costs 
	Yes, in some cases 
	Yes 

	IRELAND 
	No loan system 

	ITALY 
	Students receive loans from the state but more information is not available 

	LATVIA 
	20% 
	Academic performance & 
financial need 
	costs of tuition & living costs 
	Only EU students 
	Yes 

	LITHUANIA 
	6% 
	open to all students 
	tuition & living costs 
	Yes 
	Yes 

	LUXEMBURG 
	100% 
	open to all students 
	tuition & living costs 
	No 
	Yes 

	NETHERLANDS  
	31% 
	within normal study duration 
	tuition & living costs
	Yes 
	Yes, some 

	NORWAY 
	60% 
	open to all students 
	living costs 
	Yes, under specific terms 
	Yes 

	POLAND 
	not available 
	financial need 
	partially living costs 
	No 
	No 

	PORTUGAL 
	No loan system 

	SLOVAKIA 
	4% 
	financial need 
	living costs 
	Yes, if foreign Slovak 
	Yes 

	SLOVENIA 
	No loan system 

	SPAIN 
	No loan system 

	SWEDEN 
	80% 
	academic merit 
	living costs 
	No 
	Yes 

	SWITZERLAND 
	No loan system 

	TURKEY 
	53% 
	financial need 
	tuition & living costs 
	No 
	No 

	UNITED KINGDOM 
	90% 
	Open to all students 
	living costs 
	No 
	No 


Stella Kefala, “Fees and Student Support in Europe: Exploratory Study Prepared for the European University Association”, July 2005. http://www.eua.be/eua/jsp/en/upload/Report_fees_students_020206.1138871125397.pdf 
47.
There are many policy questions
 involved in the adoption of student loans, including:

· Loan format – Should student loans be repaid under a fixed, pre-specified repayment schedule (a “mortgage” loan format) or should the amount of loan repayments be progressively linked to graduate earnings -- an income-contingent loan format (as in Sweden, Australia, New Zealand, Chile, and the UK)?

· Performance incentives --  Should loan repayment be forgiven (as in the Netherlands) or reduced for high-performing students? 

· Interest rates - Should the government subsidize or guarantee interest rates (as in Australia and the UK), or should interest rates reflect the commercial cost of borrowing?

· Other government subsidies – Should the government cover administrative costs, non-repayment risks, or other costs? 

· Implementation arrangements – Should a government agency be created to administer student loans, or should the scheme be implemented by commercial banks (as in Finland, Estonia, Latvia, and Poland)?  Should payment and repayment of loans be administered by the same agency, or should loan repayment be carried out separately – e.g., under the personal income tax collection system (as in Australia and the UK)? 

· Loan forgiveness provisions – Should repayment obligations be reduced or forgiven for graduates who are not able to repay for reasons such as disability or unemployment, low earnings, or compulsory military service?  Should loan reduction/forgiveness be offered as an incentive for high performance in university studies or post-graduation service in priority areas such as public school teaching or national service?

· Loan eligibility – Should all students be eligible, regardless of performance, field of study, type of program, duration of studies, etc?  Or should there be limits on eligibility, such as completion within the normal duration of studies for a given degree and maintaining an acceptable level of performance? 


48.
Income-contingent student loans.  An approach that has been adopted in a number of countries to address the problem of debt-aversion in student loans is income-contingent student loans, in which the amount of monthly repayments is progressively linked to post-graduation income.
   The main features of income contingent student loans in Australia, New Zealand, the United Kingdom, and the United States are summarized in Table 11.  A notable feature of all four programs is that loan repayment does not begin until graduate income surpasses a threshold level.  
Table 11 – Main Features of Income-Contingent Student Loans
In Australia, New Zealand, the UK and the US
[image: image14.emf]                                                                    

Peter Tulip, “Financing Higher Education in the United States”, OECD Economics Department Working Paper No. 584, 6 December, 2007.  http://oberon.sourceoecd.org/vl=3541688/cl=19/nw=1/rpsv/cgi-bin/wppdf?file=5l4bgf4200wl.pdf
Lessons of Experience in Implementing Student Grants and Loans

49.
In addition to the findings already noted concerning the effects of student assistance programs on higher education access, there are several important lessons of experience in implementing these programs: 

· Seemingly-small interest subsidies are expensive and unnecessary.  Simulations of UK student loan repayment find that the government interest rate subsidy is equivalent to a 30% default rate in repayment.  The Netherlands, Sweden, and New Zealand programs charge a positive, real interest rate from the time that the loan is taken out, with good public acceptance.
   
· Administrative costs can be excessive and need to be kept under control.    Student loan administration costs can be quite high.  Administrative costs of the US program have been estimated at 1.45% of disbursed principal disbursed.  Implementation through the tax system can lower administration costs of student loan schemes.
  
· Perverse incentives can undermine income-contingent loans.  Contingent loans address the access problem of debt aversion.  But in doing so, they introduce potential perverse incentives of two kinds:  a) moral hazard, in which graduates may not work as hard after graduation, knowing that some of the higher earnings from greater work effort would be lost to higher repayment, and b) adverse selection, under which loans would be drawn on only by students with low earnings expectations thereby lowering the repayment rate.  These perverse incentives can be a serious problem, leading to low repayment rates and undermining the viability of loan schemes.  Perverse incentives are especially likely to be a problem where marginal tax rates are very high.  (Sweden abandoned its contingent loan scheme over concerns about adverse selection.
) 

· Transparency and consistency can improve the effectiveness of student assistance.   Take-up on grant and student loan programs in the US and UK has been less than expected because of program complexity and inconsistency across programs.  A recent report to the US Congress by the Government Accounting Office describes the problem:   
“Title IV student aid and tax preferences provide assistance to a wide range of students and families in different ways. While both help students meet current expenses, tax preferences also assist students and families with saving for and repaying postsecondary costs. While both serve students and families with a range of incomes, some forms of title IV aid—grant aid, in particular—provide assistance to those whose incomes are lower, on average, than is the case with tax preferences. While both require students and families to fill out forms, tax preferences require more responsibility on the part of students and families because they must identify applicable tax preferences, understand complex rules concerning their use, and correctly calculate and claim credits or deductions."

Better transparency and consistency could improve program effectiveness and take-up. 
VII.  Conclusions and Reflections on the Future of Higher Education in Hungary

50.
The question of whether or not Hungary should retain student fees in higher education is part of a much broader question concerning the potential role of higher education in Hungary’s future.  The structure of Hungary’s higher education system and the financing formula for higher education have many elements in common with the other New Member States.  These shared features reflect the common heritage of pre-transition education systems
 and the incentives for convergence with prevailing practice in the EU.   Some aspects of higher education programs have changed significantly as a consequence of EU accession.  The Bologna process, in particular, has led to changes in structure of higher education programs in the New Member States to make them consistent with programs in other EU countries.  Other aspects of higher education programs in the New Member States – notably, higher education financing – have evolved pragmatically and in similar directions in the New Member States in response to changing demands and changing constraints.  The dual-track fee system is an example.  
51.
The questions posed about the dual-track fee system (paras. 26 and 30) and the question of whether or not to retain student fees raise a more basic question of how the country wants to use public financing to support higher education.  Public financing for higher education should be guided by clear objectives, and should provide good value in promoting those objectives.  As we have seen, the current system of dual-track financing does not provide good value in terms of the quality and access objective because the quality incentive particularly affects incoming students, most of whom could afford to and would attend higher education even with universal student fees.   

52.
Student fees have been criticized on the grounds that they limit access on the part of low-income students.  But the various costs of higher education other than student fees limit access to higher education even in the absence of student fees.  Rescinding student fees will not address this constraint.  A far more powerful instrument for ensuring equitable access would be to use public funds to support targeted interventions to improve access to higher education for students from low-income households.  To be effective, this would need to start in primary and secondary education in order to help prepare low-performing students to meet the admission requirements for higher education.  For higher education itself, it would need to include support to meet living costs and direct and indirect costs of education for low-income students who meet admission requirements but cannot otherwise afford higher education.

53. Higher education in Hungary already provides compelling rewards for graduates.  A central objective of public policy for higher education should be to make the system work even better at serving the aspirations of individuals and the needs of the economy by promoting better transparency about outcomes and better access for qualified students who would not otherwise be able to participate in higher education.  This could be accomplished through a comprehensive approach involving the following policies:
· Universal student fees (in order to promote improved efficiency and relevance),

· Rigorously targeted student support (through a transparent combination of loans, grants, and payment deferral) at a level sufficient to meet the actual costs of attendance, and

· Support for improved information on educational outcomes through strengthened results monitoring (preferably, through a voluntary, self-monitored and enforced accreditation process), improved performance assessment (including assessment of student achievement and better tracking of labor-market outcomes), and improved dissemination through high-school career guidance, labor offices, and public media.

ANNEX I
Country Profiles 

[This summary of national policy on tuition fees, student grants and student loan policy for each of the countries listed below is excerpted from the sources identified at the end of each profile.] 
Australia

Austria

Czech Republic
Estonia

Finland

France

Germany

Ireland
Japan

Latvia

Lithuania

Netherlands
New Zealand

Norway 

Poland

Portugal

Russian Federation
Sweden

United Kingdom

Australia
A Brief Description of the Higher Education System in Australia 
In the last twenty years, the higher education sector in Australia has undergone tremendous changes in terms of organization, supervision, participation, and financing. From the early 1970s through 1988, tertiary education in Australia was made up of three separate sectors: universities, colleges of advanced education (CAEs) and technical and further education schools and was overseen by the Commonwealth Tertiary Education Commission. In 1988, new policy directions were announced in a government White Paper and the binary line between universities and CAEs was abolished. The two sectors were replaced with a new single, combined sector, the unified national system of higher education. It is this higher education system together with vocational education and training that makes up what is considered the “tertiary education sector” in Australia. 

New advisory mechanisms were also set up including the National Board of Employment, Education and Training and four subsidiary councils whose role was to provide coordinated, independent advice to the Australian Minister for Employment, Education and Training. These mechanisms had a more limited role than the Commonwealth Tertiary Education Commission given that the Department of Employment, Education and Training (renamed the Department of Education, Training and Youth Affairs in 1998) held primary responsibility for policy making, program delivery and grant administration. Finally, in March 2000, legislation to abolish the Board and three of its four councils came into effect. Only the Australian Research Council was allowed to continue. 

With the abolition of the binary system and the increased ability of federal authorities to relate directly to the individual higher education institutions, the role of the States and Territories in higher education was lessened despite the fact that universities operate under State or Territory legislation (with two exceptions). The States have generally either scaled down operations of their statutory or advisory bodies or have replaced them with small advisory bodies within the minister’s office. Joint Commonwealth-State Planning Committees have been established to provide a vehicle for negotiation between federal and state authorities. There is also a Joint Committee on Higher Education that serves as a forum for multilateral consultation between the Commonwealth and the states and territories and reports to the Ministerial Council on Education, Employment, Training and Youth Affairs. 

The States have, however, retained their management role in the vocational education and training sector (including publicly owned Technical and Further Education institutions, private provider colleges, community facilities, schools and workplaces), which will only be touched on in this profile. Vocational education and training (VET) is predominately provided through government-administered providers. The State and Territory governments provide the majority (59 %) of the VET sector’s operating revenue. It also receives funds from the Commonwealth government (through the Australian National Training Authority) and revenue from fee-for-services activities, ancillary trading and student fees or charges. The Commonwealth and the States and Territories share policy-making, while the States and Territories have all the regulatory responsibility. 

Presently (August 2006), there is discussion about rationalizing the respective responsibilities of the state and federal governments for higher education in Australia to reduce duplication and promote consistency and transparency. Research suggests that it could be beneficial for the Australian Government to have a greater role in three regulatory functions that are currently the responsibility of the state and territory governments including the recognition of universities and the accreditation of courses and providers (Australian Government, 2005:2). Discussion papers
 have been prepared to encourage stakeholder feedback. 

In the past 20 years, the Australian higher education sector has been transformed from an elite to a mass higher education system. The gross enrollment ratio for the entire tertiary education sector grew from 24 percent in 1975 to 72 percent in 1995. In 1997, 50 percent of 20 to 24 year-olds participated in some form of higher education. Between 1996 and 2004, there was an increase in student enrollments of almost 50 percent. In 2004, Table A higher education providers (those that are eligible to access all grants available to higher education providers under the new Higher Education Support Act of 2003) delivered places for 944,977 students including 716,422 domestic and 228,555 overseas students (Commonwealth of Australia, 2005: 18). 

Admission to undergraduate study is made on the basis of academic merit as demonstrated by the higher or senior secondary school examinations run by the state governments and performance on Special Tertiary Admissions Test (STAT). In recent years written reports from schools and interviews with prospective students are also increasingly important criteria that influence the universities’ admissions decisions. 

Universities offer three-year pass degrees in arts, science, and economics with a fourth year being necessary to qualify for an honors degree. Undergrad engineering, law and architecture courses take four years, vet science and dentistry five and medicine five or six. 

Australia’s higher education sector is composed of 37 public and 3 private universities, 3 self-accrediting higher education institutions and 86 private higher education providers including theological colleges. Under the reforms contained in the Higher Education Support Act (HESA) of 2003, the Commonwealth Grant Scheme (CGS) has replaced the block operating grant system. Under the CGS each of the 37 universities will enter into an annual Funding Agreement with the government that sets out the number of places being funded and the discipline mix. Under this system the Commonwealth contribution per student place increased by 2.5 per cent starting in 2005 (building to a 7.5 percent increase by 2007), the number of new supported places will increase by 34,000 by 2008 and $50 million will be invested in a range of equity initiatives over the next four to five years. The CGS has also reserved 1,400 Commonwealth supported places for private higher education institutions that will be allocated according to the Australian Government’s assessment of needs and priorities. 

The higher education financial system, and the government’s role in it, has also changed dramatically since the early 1970s. Prior to 1974 students were expected to pay partial fees. These were removed in 1974 and for more than 10 years, Australian higher education was free of tuition fees except for some contributions demanded from students to fund student facilities. Fees began to appear again in 1985. First, the government established a “Higher Education Administration Charge” (A$250 per student) followed by the introduction of fees for certain Australian post grad students in 1986. 

Since 1989, most Australian students contribute to the cost of their higher education through the Higher Education Contribution Scheme (HECS), which was introduced in the Higher Education Funding Act of 1988. The scheme is administered by the Department of Education, Science and Training (DEST), the Australian Tax Office and higher education institutions. In its first years of operation, all undergrads paid HECS at the rate of about 23 percent of the average costs of study. In 1997, the uniform tuition fee aspect was removed from the scheme. HECS was increased and differentiated into 3 cost bands based on a combination of the relative cost of course delivery and the relative profitability (the rate of return) of certain programs. The package of reforms introduced in 2003 includes a partial fee deregulation that starting in January 2005 has allowed institutions to set student contribution levels within a range from $0 to a maximum set by the Australian government (Commonwealth of Australia, 2005: 87). See table 1 for student contribution ranges in 2006 and 2007. 

Table 1 - Student 2006 and 2007 Contribution Ranges 

(Australian dollars) 
	2006
	2007

	Band 1 (social studies, humanities, etc.) 
	A$0-3,920 
	A$0-4,996 

	Band 2 (accounting, economics, etc.) 
	0-5,583 
	0-7,118 

	Band 3 (law, medicine) 
	0-6,535 
	0-8,333 


Source: Department of Education, Science and Training website (see references). 
The Higher Education Contribution Scheme was designed to ensure university access to all students regardless of socio-economic background. Students who are eligible for Commonwealth funded places can either pay their tuition fees upfront directly to their universities and receive a 20 percent (reduced from 25 percent by the recent reforms) discount or they can chose to defer payment and take out loans at a zero real interest rate with the Commonwealth Government. The Commonwealth then pays an amount equivalent to the discount for up-front payments and the loans directly to the institution. Since 1998, students can also choose a combination of both payment options, paying part of the fees upfront (at least A$500) with a 10 percent discount and deferring the rest. 

Students are responsible for repaying their HECS debt through an income contingent liability scheme after graduation. They must start payment via the taxation system once their annual salary reaches the average Australian earning income (A$35,000 for the 2004-05 income year). Each income range has a repayment rate, which increases with the former student’s income. The repayment rates range from 4 percent at the lowest income level to 8 percent at the highest (Commonwealth of Australia, 2005: 90). Because of the minimum income requirement, the full value of the HECS debt will not be recovered. 

HECS covers higher education award courses that are funded by the Commonwealth government, which lead to degrees, diplomas, associate diplomas, graduate diplomas, graduate certificates, Master’s qualifying courses, Master’s courses or PhDs. Students taking courses not funded by the Commonwealth (i.e. undergraduate or graduate courses for which fees are being charged) are not required to pay HECs. Students are also not required to pay HECS if they are taking adult and continuing education courses which do not lead to an award, courses at higher education institutions are that funded as TAFE courses, courses at TAFE institutions (part of the vocational education and training system), enabling courses, courses fully-funded by employers, courses or units of study which are approved work experience in industry, Commonwealth funded Merit-Based Equity Scholarships awarded prior to 2000, if they have a place under the Research Training Scheme and if they have a place for which an Overseas Postgraduate Research Scholarship has been awarded. 

The 2003 reforms introduced an income contingent loan scheme for fee-paying students, FEE-HELP, as part of the new broader Higher Education Loan Programme (HELP). FEE-HELP offers fee-paying students an income contingent loan facility to pay their full tuition fees (up to a total of $50,950
) in public or eligible private higher education institutions. Similar to HECS-HELP, debts accrued under FEE-HELP are indexed to the consumer price index, but charge no real interest. A 20 percent loan fee applies to all undergraduate FEE-HELP loans. A third loan scheme for Australian students studying overseas was also established under the new program. The 2003 reforms also introduced the Student Learning Entitlement, which limits each student’s access to a Commonwealth supported place to seven years of equivalent full time study, aimed at providing greater opportunities for more students to gain access to government supported places. 

Similar to HECS is the Open Learning Deferred Payment (OLDPS) Scheme that enables certain students registered with Open Learning Australia (OLA) to defer the payment of part of the fee charged by OLA by taking out a loan from the Commonwealth. The repayment system is the same as that used in HECS. 

In Australia, there are a variety of public and university financial grants, scholarships, bursaries and loan support schemes available to tertiary students in both the higher education and vocational education and training sectors to cover living expenses. 

A Youth Allowance is available to: 

• eligible full-time students aged 16 to 25; 

• full-time students over the age of 25 if they were getting Youth Allowance before they turned 25 and they are still pursuing the same course of study; and 

• young people up to the age of 21, who are combining part-time job and part-time study. 

Austudy is available to eligible full-time students ages 25 and older who are enrolled in an approved course of study. Both payments are subject to income and assets tests and to a parental means test if the student does not qualify as independent. There is also the Abstudy, which provides financial assistance for Aboriginal and Torres Strait Islander Australians who undertake full and part-time study. The living allowance is a fortnightly means-tested payment. 

Additional benefits are also available to students receiving these kinds of allowances including fare allowances for transportation between home and the educational institutions, a Health Care Card to help with medical costs, a pharmaceutical allowance to help cover the cost of certain prescriptions, a remote area allowance for students living in remote parts of Australia, an interest free Advance Payment of up to $500 and access to the Student Financial Supplement Scheme. Students aged 16 to 24 may also be eligible for Rent Assistance if they live away from home to study. 

The Student Financial Supplement Scheme is available to tertiary students who are eligible to receive Youth Allowance, Austudy, Pension Education Supplement or Abstudy to help pay for expenses such as accommodation, transport, food or books. Under the scheme, a student can elect to trade in part of their payment for double the amount that then becomes a repayable loan. 

In 2004, the Government introduced the Commonwealth Learning Scholarships Programme to assist students from low socio economic backgrounds with the costs of higher education. Two types of merit-based scholarships are available to full-time undergraduate students; the first – the Commonwealth Education Costs Scholarship (CECS) - (allocated by the institutions), for educational costs of up to $2,000 per year and the second, the Commonwealth Accommodation Scholarships (CAS) for accommodation costs (paid directly to the student) of up to $4,000 per year. In 2004, 2,500 new CECS and 3,000 CAS were provided. By 2008, over 8,600 new CECS and CAS will be awarded each year (Commonwealth of Australia, 2005: 5). Starting in 2005, the government also allows individual higher education institutions to award Exemption Scholarships at their own expense that make selected students exempt from payment of tuition fees 

Since 1989, universities have been able to offer fee-paying places to Australian undergraduates. These places can only be offered on conditions that universities have met their enrolment targets for Commonwealth funded students and that the total number of domestic fee-paying students will be limited to 35 percent of the total number of places. In 2004, there were 13,959 Australian undergraduates in full fee paying places.
 

The introduction of tuition, not surprisingly, paralleled a significant decrease in government support to higher education. Between 1989 and 2002, government support of higher education fell from 77.2 to 53.8 percent of costs. In 2005/06, the Australian government contributed $7.8 billion to the higher education sector, about 41 percent of the total revenue received. It is budgeted to provide $11 billion in new support for higher education over ten years to 2014.
 

Economic pressure coupled with a huge expansion in demand for higher education has led Australian higher education institutions to seek alternative sources of revenue. They actively compete for fee-paying students and have been zealously recruiting international students for the added tuition revenues. In 2003, income received from fees and charges contributed about 22 percent of the sector’s total income. Overseas students comprised 24 percent of the total number of students attending Australian universities in 2004 (Commonwealth of Australia, 2005: 18). Universities are also seeking extra funding through research earnings, summer programs and overseas campuses. 

Estimated Expenses of Higher Education 
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Austria
A Brief Description of Austrian Higher Education System

The Austrian higher education sector is comprised of universities, fine-arts universities (formerly fine arts colleges), Fachhochschulen and other postsecondary institutions, all of which are mainly funded by the federal government. There are a total of fifteen public universities that enrolled 184,000 students in 2003. These include six classical universities, two technical universities, four specialized universities and three independent medical universities that had previously been part of existing universities. There are also six public colleges for arts and music that were declared to be arts universities in 1998. In 2003, they enrolled 8,000 students. The Danube-Universitaet Krems (The University Centre for Further Education and Training) was established in 1994 to provide university-level post-graduate education and training. It is funded by the federal government and the provincial government of Lower Austria. 

The Fachhochschulen (Universities of Applied Sciences) were established in 1993 (opening in 1994/95) as an alternative to the existing university studies. Fachhochschulen offer technical, practically-oriented, vocational training courses lasting a minimum of six semesters in Engineering and Technology, Business and Economics, Tourism, or Media Studies. Fachhochschulen may be established by federal or district governments or by private bodies. Enrollment in the Fachhochschulen increased from 695 students in 1994/95 to 9,977 in 1999-2000 and 20,591 in 2003/04.
 

The 2002 Universities Act “Universitätsgesetz” granted universities complete autonomy from the state to handle their internal affairs and draft their statutes, although the state continues to finance them. The federal government will contribute an annual lump sum amount through 2006 after which the budget allocated to universities will depend on performance agreements, which are negotiated every three years. 
A 1999 federal law provides for state recognition of private institutions of higher education. There are 7 private universities that have been accredited (as of 2005). The first so recognized is the former University of Catholic Theology in Lunz. The US-based International University and Webster University also operate campuses in Austria, offering traditional American  undergraduate liberal arts supplemented by professional studies. As private, not-for-profit institutions, they finance their operations through student tuition, gifts, and the sale of services and receive no financial support from the government.
Tuition fees

Before 2000, university students had free access to the universities, as tuition fees at state-run higher education institutions were abolished in 1972 by the Higher Education Tuition Fees Law (Hochschultaxengesetz). However, the government made the startling announcement in the fall of 2000 that universities would begin charging tuition fees. Starting in the fall of 2001, students of both universities and Fachhochschulen were required to pay a so-called “study contribution" of 10,000 Austrian Shillings (ATS).
   Not surprisingly, the inauguration of tuition--the first in recent years in a Germanspeaking country--has been criticized. University leaders were generally caught offguard. Although the initial tuition is modest, student leaders object to the very principle of tuition. Furthermore, as the expected revenue stream from the new tuition is equal to the revenue cutback in the 2001 state budget for the universities, the tuition fees are seen as benefiting not the universities, but either other governmental programs or the Austrian taxpayer.
Loans and student support

The government finances a number of direct and indirect financial aid programs to students and a recent shift from indirect to direct support can be observed (Eurydice, 2003). The indirect aid, which is not means-tested, includes family allowances, insurance coverage under parents’ health insurance or self-insurance, statutory accident insurance, and tax breaks granted to parents whose children study in the tertiary sector. Direct aid outlined in the 1992 “Studienförderungsgesetz” (Student Support Act) is means-tested and linked to academic performance,
 and includes study grants transportation allowances, travel allowance, aid for studies abroad etc. The maximum study grants ranges from Euro 424 per month (2005) for single students to Euro 666 for students with children and is paid over the entire calendar year.

Several social policy measures were introduced in the 2001/02 academic year to compensate for the introduction of tuition fees. These included the introduction of additional financial aid allocations, the extension of the scope of students entitled to receive study grants and the introduction of subsidized loans. In 2004/05, more than 47,000 students received financial aid and, of these, approximately 44,250 received study grants. As part of these changes, study allowances were introduced for needy students to help pay for tuition fees. Study allowances are applied for at the same time as study grants. The specific amount is based on the degree of need demonstrated by the individual student and is calculated using similar parameters to those used for study grants. Those students who are not eligible for study grants may apply for subsidized

bank loans to pay their tuition fees, whereby the government pays approximately 2 percent of the interest, to cover tuition fees for a maximum of 14 semesters.  As in 2003, general fees for universities and vocational colleges are €363 per semester for students from Austria and other EU and EEC countries, and €727 for foreign students from the rest of the world. There are compehensive rules for students from developing countries and from Central and Eastern European reforming countries or for students in mobility programmes (Eurydice, 2003).  
Expenses of Higher Education
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Czech Republic
After the peaceful separation of the Czech and the Slovak Republics, a new Higher Education Act was passed by the Czech parliament in April 1998, laying the foundation of new programs and institutional diversification. The 1998 Act created boards of trustees consisting of academic and business leaders, a new concept in the governance of public higher education institutions (Ministry of Education, Youth and Sport, 1998). Through this and other measures, the Government promoted the concept of multi-source financing by making institutions more self-reliant and decentralized. The 1998 Act also introduced the concept of student fees in public higher education. The 1998 Act further shifted the support of higher education to parents and students by abolishing allowances, tax relief, and stipends, in addition to the new requirement of tuition fees. Regulations permitted public higher education institutions to set the entrance, or “examination,” fees within a maximum level. The Act also established a minimum level of tuition fees, permitting institutions to prescribe the actual levels (EPAA Vol.8 No.6 McMullen: Higher Education Finance Reform in the Czech Republic).
[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]

Resourcing Tertiary Education
The policies for allocating public higher education expenditure can be categorized as progressive

when judged against European or international standards. The adoption of a funding system in the 1990’s that replaced incremental funding with formula funding (based upon the number of students and the use of coefficients for different study fields
) placed the Czech system in the vanguard of countries around the world. The subsequent introduction of development programmes in the late 1990s and the more recent decision to allocate a portion of funds based on the number of graduates rather than the number of students can also be regarded as very progressive and innovative measures when viewed in an international context. However, the effectiveness of this approach of allocating funds as a means of establishing broad policy direction is sharply diminished by a university governance structure in which rectors and central

administrators have exercised little or no strategic direction over the allocation of funds among various faculties.
The pattern of financing Czech tertiary education over the past decade has been one of marked

contrasts. In the second half of the 1990s, public funds allocated to universities and other tertiary

institutions did not keep pace with the rapid growth in enrolments. Resources and spending per student fell considerably so that had the Czech Republic then been part of the OECD, it would have ranked at the bottom of OECD countries in terms of its commitment of public resources per student. Over the past five years, however, the pattern has been remarkably different. A commitment by the government to fuel growth in the system has meant that public resources for tertiary education have grown at a rate of nearly 90 percent between 2000 and 2005. As a result, real spending per student has increased considerably even as overall enrolments have continued to grow reflecting continued high levels of demand despite a decline in the population of traditional university age. Despite this growth in spending per student, the Czech Republic still ranks near the bottom of OECD countries in terms of how much is spent per tertiary student.
 Annual expenditures on educational institutions per tertiary student relative to GDP per capita,

which takes into account of the comparative wealth of countries, reveals that tertiary expenditure in the Czech Republic is modestly below the OECD average. The Czech Republic’s annual expenditure per student is equivalent to 39 percent of GDP per capita, as compared to the OECD average annual expenditure per student of 43 percent of GDP per capita.

This pattern over the previous decade highlights one of the major challenges facing Czech tertiary education - how to bring more private resources into the system. Although public resources per

student have grown very rapidly in the past five years—probably more rapidly than can be sustained given other claims on the Czech budget—tertiary expenditure remains modestly below average OECD levels, indicating the difficulty of adequately funding tertiary education without relying more on private resources. Two statistics from the Education at a Glance 2006 clearly make this point. First, private resources constitute only about 16.7 percent of expenditures on tertiary institutions, as compared to 23.6 percent for all OECD countries. Second, the Czech Republic was one of only four OECD countries in which public resources grew as a share of total resources allocated to tertiary education, from 71.5 to 83.3 percent.

Student Access and Equity

The issue of equity in tertiary education in the Czech Republic appears to be a fairly low priority

for most government and university officials. This appears to be based upon a view of Czech society as a comparatively equitable society, and a system of financing in which direct study costs are borne largely by taxpayers, rather than students and families. This low priority is reflected in the relatively modest commitment to student financial aid through small programmes for Roma students and those with disabilities. Most of the equity effort in the Czech tertiary system is carried out through the provision of general social services benefits on a non-contributory basis to students in tertiary institutions who are between the ages of 18 and 26. The recent modification in how financial support is provided to students for accommodation in which funds are allocated to students principally on the basis of distance from the university replaces the previous system of subsidised housing for all student residents, and is an example of the recognition of the need for reform. A more equitable step, however, would be to award this support for housing based on the financial need of students as well as the location of their family residence.
Equity in tertiary education needs to be taken more seriously than it has been, and to be addressed

through the continued widening of opportunities to study at the academic secondary tertiary levels; through better funded and targeted student support; and through policy interventions that spur motivation and aspiration among young people whose families have not studied at the upper secondary or tertiary level.

[From Jon File, Thomas Weko, Arthur Hauptman, Bente Kristensen, Sabine Herlitschka,
Thematic Review of Tertiary Education, Country Study: Czech Republic, OECD, November, 2006.  http://www.oecd.org/dataoecd/8/32/37730231.pdf]

Estonia
Institutional funding
Estonian higher education institutions receive funding from the public budget for the provision of graduates (so-called state-commissioned places), for capital investment and for other expenditure (foreign aid projects, education allowances for students, library expenditure, etc.).8 Finance from

the public budget is provided primarily in the form of the state commission: approximately 80% of public funding over the period 1995-2004. Both public and private institutions receive funding through the state commission. However, private institutions are allocated a very small number of state

commissioned places, in a restricted range of disciplines. In some cases this allocation occurs in areas where supply by public institutions is deemed lacking while in other cases it is intended to reflect public recognition of the quality of the programmes. The system of the state commission has been in place since 1995. The state commission represents a contract between the Estonian government

and a higher education institution for the purchase of a certain number of graduates. As it currently operates, the government commission defines the number of Masters’ graduates in particular disciplines an institution is paid to produce. As possession of a Bachelor degree is a condition for gaining a Master degree, the commission also requires a particular output of graduates with Bachelor degrees. Accordingly, institutions are expected to provide at least 1.5 places in Bachelor programmes for each place in a Master programme.

The actual content of the commission is determined through a negotiating process, which has regard to a range of considerations (specified in the Universities Act, 1995): the foreseeable need for specialists with higher education degrees in the labour market; demonstrated capacity of institutions to provide graduates; on the proposals of ministries, local government associations, registered professional and occupational associations (unions) and universities; and on the funds designated for state-commissioned education in the state budget. In deciding on the content of the state commission, two considerations have been paramount. First, ensuring access to higher education for approximately 50% of high school graduates and, second, the view that state funding should balance student study preferences for so-called ‘soft’disciplines such as business studies and humanities. The process for

determining the state commission involves discussions between a number of players including the Ministry of Education and Research, other ministries such as economy, labour and finance, social partners and institutions.  Institutions receive funding for state-commissioned places in the form of

a block grant. The quantum of the grant is determined by the number and distribution of state-commissioned places by funding categories. The rate of funding for different categories of students is determined by the multiplication of a base funding rate by the funding factor applying to the category of student. Some 34 funding factors exist (see The Factors for broad Groups of Study, August 2002 of the Government of Estonia).

Funding factors exist at the level of the broad domain of education (e.g.humanities), field of study (e.g. education) and at curricular level in some cases (e.g. courses for teachers of music). There is no system for the automatic adjustment of grants to reflect changes in the prices faced by higher education institutions. All nominal increases have to be argued for in the budgeting process. Funding for capital infrastructure is provided as a separate funding stream. Institutions have to bid for investment funding for particular projects.

Both public and private institutions gain income for their teaching activities from student tuition fees. Public institutions may charge tuition fees to students who do not gain access to state-commissioned places and are free to set the level of fees. The one restriction on public universities is that they may not increase fees by more than 10% each year (see Universities Act, 1995).

Student Finance

Students in Estonia fall into one of two distinct groups. Either they occupy state-commissioned places and pay nothing for their tuition or they do not and pay the full costs of their tuition. A third group is emerging: students admitted free of charge at the expense of tertiary institutions. This trend is especially visible at the PhD level.  State-commissioned places are allocated by higher education institutions to students studying full-time on the basis of academic performance. Places are allocated to commencing students on the basis of their performance in relevant entrance exams (essentially the state exams at the end of secondary school). Should a student in a state-commissioned place fail to meet the requirements of full-time study he or she loses the right to occupy such a place and may be replaced by a better performing student undertaking study at the same level.

The tuition fees paid by students in fee-paying places vary by type of course and institution. Comprehensive information on fees is not collected by the Ministry of Education. However, information provided to the Review Team indicates that fees may reach up to EEK 60 000 per annum (e.g. for courses in medicine at the University of Tartu delivered in English) and are often of the order of EEK 35 000 for legal studies and EEK 18 000 for humanities. Fees for courses at professional higher education institutions can be lower (e.g. EEK 14 000).

Support for students is also provided in the form of grants for living costs and a student loan scheme. Grant support for student living costs is provided in the form of a basic allowance and a supplementary allowance (see Study Allowances and Study Loans Act). The basic allowance is an

untargeted allowance, intended to cover expenses related to the acquisition of education. The supplementary allowance is a targeted allowance. It is provided to students who meet the requirements for obtaining the basic allowance and whose place of residence is outside the local government area

in which the educational institution at which they study is located to help with expenses related to housing and transport. 
Eligibility for these grants is restricted to students in state-commissioned places. Allowances are distributed by institutions. With the exception of a small proportion (5%) intended to be distributed on the basis of financial need, they are allocated on the basis of academic performance. The budget

available for student allowances is extremely tight. In 2006, some 15% of students received the basic allowance and some 17% received the supplementary allowance.  
A student loan scheme is available for students at public and private universities (whether in state commissioned places or not) who are studying full-time or who are working as teachers and undertaking a teacher training programme on a part-time basis. Eligible students can access a loan for a period equivalent to the nominal study time for a course and can borrow up to a maximum amount in a year (the upper limit was EEK 17 500 in 2004/05). Loans are repayable after a student has completed (or otherwise terminated) his or her studies. The proportion of eligible students taking up

loans is not known.

Student loans are provided by private financial institutions. The government guarantees a minimum interest rate to the lending institutions and also guarantees lending institutions against default by the student. To gain a loan a student must provide security in the form of two guarantors, a mortgage on property or a call on other assets. The interest rate applying on loans is a commercial rate determined by legislation but cannot fall below 5%. However, the rate of interest paid by students is set at 5%. If the interest rate is in excess of this percentage, the government pays the difference.

Repayment of loans commences 12 months after the completion (or termination) of study. Repayment is based on a mortgage style schedule and is not related to income. Repayments are suspended in certain circumstances – e.g. for a parent with children under three years of age and during compulsory military service. During these periods, the government pays the interest accruing on borrowers’ loan accounts. The government also assumes all or part of outstanding loan commitments in certain cases – e.g. on entry into government employment, in the case of a parent raising children under five and in the event of a borrower’s death or permanent incapacity.

As noted above, the government guarantees the lending institution against default by the student. However, no guarantees are provided to students against default. If in the event of non-payment of debt, the lending institution cannot recover outstanding amount from the student or his or her

guarantors, the government will reimburse the institution for the unrecovered debt. In its turn, the government can seek to recover the outstanding amount from the student and his or her guarantors.
[From Jeroen Huisman, Paulo Santiago, Per Högselius, Maria José Lemaitre, and William Thorn,  OECD Reviews of Tertiary Education: Estonia, OECD, 2007.  http://www.oecd.org/dataoecd/44/0/39261460.pdf]
Finland
In 2002 public expenditure on tertiary education, both on institutions and subsidies to households, comprised 2.1% of Finland‘s GDP, the fourth highest level among the 28 OECD countries for which data are available. This level of spending comprised 4.1% of all public expenditure, the fifth highest level of any OECD country. Public expenditure on tertiary education grew 18% in real terms between 1999 – 2000 and 2004 – 2005, most of which was due to an expansion of enrolments (13%) and a modest share due to increased expenditures per student (4%). 

Finland is distinctive in its reliance of public financing for tertiary education. 96.3% of all expenditures on higher education institutions were from public sources in 2002, and the remaining 3.7% from private sources. Only Greece and Denmark (at 97.9% and 99.6%, respectively) had a larger share of total tertiary spending from public expenditure, while on average the public share is 78%. 

Along with its neighbours Denmark, Sweden and Norway, Finland one of a quartet of Nordic countries that spend at or above the OECD average of 1.36% of GDP on tertiary education, and for which 90% or more of all expenditure on education institutions comes from public sources. 

Although Finland spends a large share of public resources on tertiary education, its annual expenditure on tertiary institutions per student is 110% of the OECD average, only modestly above OECD average spending per student per years, at 11,768 USD, compared to above 10,665 OECD average. This is due to the absence of significant private financing to complement public financing. 

Student support in Finland comprises a much larger share of all public spending on tertiary education than it does in the average OECD member country. About 18% of total spending on tertiary education consists of student, which is nearly double OECD average. 

Finland‘s universities have a decentralised system of entry. Finnish universities and individual departments within them are free to establish their own criteria for the admission of students. University applicants are typically admitted based upon an entrance examination and matriculation examination results, the first of which owes its existence to concerns that school success does not necessarily lead to success in higher education 

In Finland, as in other Nordic welfare states, higher education is seen as a good that should be made available to all citizens on equal terms. There are no tuition fees for degree studies and moderate payment for open learning, and public financial support for student living or maintenance costs is generous.

Student Support 
Students enrolled in tertiary education do not pay tuition fees, and receive public assistance to meet living or maintenance costs incurred while studying. This assistance was established in 1969, when the government first introduced maintenance loans, i.e. loans to assist them in meeting living costs. These loans were both guaranteed by the government and provided an interest subsidy to student borrowers. Grant-based assistance was first introduced in 1972, and housing assistance introduced in 1977. Under current policy students enrolled fulltime at a university or polytechnic institution (or at a university extension centre) may receive a monthly study grant of up to 259 euros, the amount of which ranges between 220 and 360 euros per month (in the latter case, for students studying abroad). University students, though not polytechnic students, are also eligible to receive subsidized health and mental care from the Finnish Student Health Service clinics. Both university and polytechnics students may also receive a housing supplement or allowance; subsidized meals at student cafés, and concessions in public transport. 

Students may also supplement their income from family support or paid work. The former is comparatively modest. Like other Nordic countries, students are considered to be independent of parents by the age of 18, and neither by law nor custom are families obligated to support students study costs. Surveys of European students indicate that Finnish families play a smaller role in financing studies than in any other country. More than one-half of Finnish students rely upon paid work to supplement their income, and of those who work, 40% do so full-time. The incidence of work among 21-year-old students in Finland is broadly comparable to that of other European systems, and it is the only country in the Eurostudent Survey in which students who parents completed higher education are more likely to work than those whose parents did not.

Study loans are originated by private banks, and guaranteed by the government. The interest rate and terms of repayment are agreed between the bank and student, and repayment typically begins after the completion of studies. Interest rates for enrolled students are subsidised (paid twice per year at the rate of 1%), and capitalised into the loan. The take-up rate on study loans is very low: about four in ten students who are eligible to borrow do so. Thus, study loans provide the smallest share of students‘ income—after grant assistance, work, and family support—in the budget of Finnish students. 

Students with whom we met indicated that they were reluctant to borrow for fear of being unable to find work after completing their studies, and consequently being unable to meet their loan obligations. If in fact the low rate of take-up is due to the mortgage-style rather than income-contingent structure of lending, has implications which the Ministry should pursue. 

As the Ministry of Education observed in the Country Background Report for Finland, study times in the Finnish university system are long, and one aim of policy is to reduce study times to nearer the stated duration of study programmes. The long study times which are characteristic of university graduates are the result, among other things, of the effects of rationing study places, of extensive paid work, and of the grant-based assistance provided to students.  The rationing of study places leads students to behave strategically, gaining entry to courses where the ratio of places to applicants is more favourable, and then subsequently switching courses (and lengthening study times).  About half of Finnish university students work, many of them work extensively. While some of this work is undertaken to meet living costs, many students report that they work in anticipation that paid work will assist them in finding career employment opportunities after university, since work experience provides them with a competitive advantage over those who have only an academic qualification.  Grant-based study assistance is also thought to contribute to long study duration, since it reduces the direct costs to student of extended study. International comparisons to show that, all else being equal, systems with grant-based assistance for living costs have longer study times than do those that provide loan-based assistance with living costs. 

To alter the incentives arising from rationed study places, extensive paid work, and grant-based assistance the government has introduced both compulsion and rewards: it has established time limits on study eligibility, and it has introduced a tax benefit available to students who complete their studies within prescribed time limits, making payments of the loan deductible from taxes. 

Payments of the loan are deductible from taxes up to 30% of the loan amount exceeding 2500 euros. Completing one‘s degree within five years is a condition for qualifying for the deduction. 

The first of these policies is likely to lead to no change in student behaviour, since the policy offers exceptions to the time limit that are easily obtained as to make the policy non-binding. The financial inducements offered may influence behaviour, but are likely to do so only in modest ways, given modest rates of student borrowing and the marginal rate of tax reduction. 

Equity has been an important force in post-war educational reform in Finland. The accessibility of tertiary education has increased remarkably, mainly through gradual improvement of comprehensive basic education, wide geographical distribution of university education and strong expansion of the polytechnic sector. One of the main arguments behind the expansion has been to include new groups in higher education and to reduce inequalities in gender, place of residence and social class. As a consequence of this drive for expansion, Finland has among the highest levels of participation in tertiary education of any OECD member country. One third of the population aged 25-64 have a tertiary qualification, and among younger adults (aged 25-34) the proportion is 40%, a level exceeded by only four OECD member countries. Approximately 7% of the population aged 15 or older is enrolled in tertiary education, the third highest proportion of any OECD member country. 
Finland is widely regarded as one of the most advanced countries in the world in terms of equality of opportunity. One important aspect of social equity is Finland‘s system of comprehensive education. The OECD‘s Programme for International Student Assessment (PISA) reveals that Finnish 15-year-olds were the top performers among all participating nations on the combined mathematical literacy test. Finland was not only the best performing country but belonged to the countries showing the least variation in performance both within and between schools. A closer analysis of the PISA results revealed that the strength of relationship between student‘s performance and socio-economic background was very low in Finland. These are all indications of a high degree of equality in Finnish basic education. 
Finland‘s system of student support, among the more generous in OECD member nations, has the effect of removing credit constraints as an obstacle to tertiary study: those who want to study may do so without being deterred by their inability to finance their studies. There are wide opportunities offered to adults to undertake tertiary studies and the number of students enrolled in adult education is impressive. Open University education is open to everyone, regardless of age or educational background. Universities play a major role in the provision of open-university instruction and courses are offered in almost all fields of study. There are also alternative modes of delivery for those adults prevented to take part in teaching at campus like distance learning and extension studies. Open Universities cannot award degrees, but the credits obtained are transferable and can be used as part of a degree if you later enrol in a university. More than 80,000 students participate in Open University education every year and courses are available at 200 localities throughout Finland. The Third Age University for older people, a special form of Open University, had 14,500 registered students in 2004. Every year Summer Universities enrol nearly 70,000 students, including over 1,500 international students. 

Equity Challenges Facing Tertiary Education 
Notwithstanding these achievements, large inequalities in access to tertiary education by social origin still persist in Finland. Participation rates in university education among young students (aged 20-24) differ considerably according to the educational background of their parents. The relative chance of entering university education has remained at least ten times higher during the last decades for those coming from academic home background compared to students from less educated families. The expansion of the tertiary system appears to have narrowed the relative advantage of an academic home background to seven-fold.  There is the potential for students to who might benefit from tertiary study to be left behind, most especially in the transitions from lower secondary to upper secondary vocational education, and from upper secondary vocational education to tertiary education. Currently, the transition from vocational streams in secondary school to tertiary education is very low, and far behind the policy targets. While the quality of provision in many areas of tertiary education appears to be quite high, there are programmes and institutions where room for improvement appeared to us to exist—where, for example, students expressed what seemed to us consistent and well-founded criticism about insufficient links between classroom-based study and work activities, or concerns about the currency of knowledge among instructors who had few opportunities to refresh their professional expertise. If there are any deficiencies in professional education, these are felt disproportionately by students whose parents have not completed a university education, and may bear on whether they complete their studies or experience later success in working life. 
[From John Davies, Thomas Weko, Lillemor Kim, and Erik Thulstrup, Thematic Review of Tertiary Education: Finland Country Note, OECD, September, 2006.]

France
A Brief Description of French Higher Education
The French higher education system is composed mainly of the grandes écoles and the universities. Universities, in turn, may be divided into the classical universities and the technical universities, the latter including the instituts universitaires de technologie (IUTs), most of which are structurally within the classical universities, but as distinct administrative units. 

· Classical Universities in the late 1990s numbered some 86, including the 13 units of the University of Paris. Admission to the first two cycles (diplôme d'études universitaires générales, or DEUG, followed by the licence, and maîtrise) is open to all holders of the academic secondary school (lycée) leaving certificate (the baccalaureate). Enrollments in 1997-98 were nearly 1.5 million--far and away the majority of French higher education students. The universities are also the sites of research, often in connection with the independently funded and administered national research agencies, particularly the Centre Nationale de la Researche Scientifique (CNRS). The largest university programs (in order) are social sciences and humanities, science, law, economics, and medicine. All of the classical universities are public; faculty are considered civil servants.

· Technical universities, mostly public, include a few polytechnics as well as the instituts universitaires de technologie (IUTs), which are technically "non-universities," but which are selective and increasingly popular. The IUTs are structurally within the classical universities, but as distinct administrative units, granting short-cycle, more technical degrees, yet selecting their students. The IUTs enrolled more than 103,000 students in 1997-98.

· Grandes Écoles are uniquely French institutions. Highly selective, prestigious, and generally quite small, they serve as "gateways" to the highest status positions in management, engineering, public administration, and education. They are organizationally and administratively disparate: some are under the education ministry; others under other ministries, and some (especially those in business) are operated by chambers of commerce or similar private non-profit entities. Admission to grandes écoles is highly selective and competitive for a limited number of places; students generally prepare for them during a two-year cycle of post-baccalaureate classes organized within a lycée, and then have to pass a very competitive entrance examination. The grandes écoles enroll slightly more than 200,000 students.

Counted as "post-secondary" but not "higher" education are those programs that can be completed within two years after the baccalaureate and are administered by the secondary school system. This includes the demanding classes preparatoire (preparation for the entrance examinations to the grandes écoles) and the short-cycle technical programs.

In the 1997-1998 academic year, 2,102,523 students were enrolled in higher education, compared with just over one million in 1980. Of these 2+ million, nearly 1.5 million were enrolled in universities; 81,305 in university institutions for teacher training ('IUFM'); 103,000 in university institutes of technology (IUT); 233,139 in higher technician departments (STS); and 78,764 in preparatory classes for the grandes écoles (CPGE)5. 

The universities, IUTs, and state-run grandes écoles charge only nominal fees (sometimes called enrollment or registration fees) and the mandatory health insurance fee, about FFr. 2000 - 5000 [$300 - 750 US].  The grandes écoles that are under quasi-private authorities and the few other private institutions charge high tuition in the range of FFr. 30,000- 40,000.[$4500 - $6000], although a few private institutions can charge fees well in excess of FFr. 100,000. 

Estimated Expenses of Higher Education in France
Higher Education Expenses Borne by Parents and Students
First Degree, Academic Year 1999-00 (9 months) 
[National currency, French Francs, converted to $US 
by 1999 PPP of $1 = FFr. 6.63*]

	  

	Public
	Private

		Low
Publica
	Medium
Publicb
	High
Publicc
	Privated
	High
Privatee
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	Tuition
	FFr. 824
[$ 124]
	FFr. 3,700
[$ 558]
	FFr. 3,700
[$ 558]
	FFr. 30,000
[$ 4,525]
	FFr. 75,000
[$ 11,312] 

		Other Fees
	FFr. 200
[$ 30]
	FFr. 440
[$ 66]
	FFr. 650
[$ 98]
	FFr. 2,100
[$ 317]
	FFr. 2,475
[$ 373]

		Health Insurance
	FFr. 1,080
[$ 163]
	FFr. 1,080
[$ 163]
	FFr. 1,080
[$ 163]
	FFr. 1,080
[$ 163]
	FFr. 1,080
[$ 163]

		Books & Other Educational Expenses
	FFr. 5,500
[$ 830]
	FFr. 5,500
[$ 830]
	FFr. 5,500
[$ 830]
	FFr. 5,500
[$ 830]
	FFr. 5,500
[$ 830]

		Subtotal Expenses of Instruction 
	FFr. 7,604
[$ 1,147]
	FFr. 10,720
[$ 1,617]
	FFr. 10,930
[$ 1,649]
	FFr. 38,680
[$ 5,834]
	FFr. 84,055
[$ 12,678]
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	Lodging
	0
	FFr. 10,000
[$ 1,508]
	FFr. 15,606
[$ 2,354]
	FFr. 14,000
[$ 2,112]
	FFr. 24,750
[$ 3,733]

		Food
	FFr. 9,500
[$ 1,433]
	FFr. 10,800
[$ 1,629]
	FFr. 12,600
[$ 1,900]
	FFr. 13,500
[$ 2,036]
	FFr. 16,200
[$ 2,444]

		Local Transportation
	FFr. 1,458
[$ 220]
	FFr. 1,458
[$ 220]
	FFr. 2,475
[$ 373]
	FFr. 1,458
[$ 220]
	FFr. 2,475
[$ 373]

		Other Personal Expenses
	FFr. 9,000
[$ 1,357]
	FFr. 9,000
[$ 1,357]
	FFr. 12,600
[$ 1,901]
	FFr. 9,000
[$ 1,357]
	FFr. 12,600
[$ 1,900]

		Subtotal Expenses of Student Living
	FFr. 19,958
[$ 3,010]
	FFr. 31,258
[$ 4,715]
	FFr.43,281
[$ 6,528]
	FFr. 37,958
[$ 5,725]
	FFr. 56,025
[$ 8,450]

	 

	Total Cost to Parent & Student
	FFr. 27,562
[$ 4,157]
	FFr. 41,978
[$ 6,332]
	FFr. 54,211
[$8,177]
	FFr. 76,638
[$ 11,559]
	FFr. 140,080
[$ 21,128]


	


a. Low Public: universities and state grandes écoles, living at home with parents. 
b. Medium Public: Universities and state grandes écoles, living in public university residence halls, meals at the university canteen and school restaurants 
c. High Public (Paris): living in public university residence halls, single room; meals at university restaurants 
d. Private: Grandes écoles consulaire (or semi-private, charging tuition), living in university residence halls, single room; meals at university restaurants 
e. High Private (Paris): high private tuition, living in Paris in independent room (private residence halls or studios), prepare own meals. 
* OECD (January, 2001). Purchasing Power Parities. Main Economic Indicators. http://www.oecd.org/std/ppp1.pdf 

[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Germany

The introduction of tuition fees has brought about a long-term debate in Germany. While the majority of political actors and institutional decision makers wanted tuition fees in the higher education sector, the various stakeholder groups failed to agree on who should gain access to the extra revenue and thus blocked the policy decision. The responsible state government ministries wanted to save money by reducing the budget allocations to higher education institutions based on the income provided by tuition fees. The rectors and presidents rejected this idea and voted against tuition fees as long as state governments did not offer guarantees that institutions could invest this extra income, in particular for the improvement of teaching quality. Politically, the Social Democrats opposed and the Christian Democrats favored the introduction of tuition fees. 

Gradually, tuition fees have been introduced on the margins of the German higher education system. First, tuition fees were charged for continuing academic education and lifelong-learning provisions. Then the German states started to demand tuition fees from students who were enrolled more than four semesters beyond the standard period. The administrative fees for student reenrollments each semester increased as well. 

The last amendment to the German Higher Education Framework Law under the Social Democratic coalition government in 2002 included an explicit prohibition of tuition fees for undergraduate programs. Six of the German states—all of them governed by the Christian Democrats or a conservative coalition—brought action to the Constitutional Court, calling the federal government's prohibition of fees an unconstitutional interference into the budgetary autonomy of the states with regard to higher education. 

In January 2005 the Constitutional Court ruled in favor of the German states—declaring the prohibition of tuition fees under the Higher Education Framework Law to be unconstitutional and allowing the states to levy tuition fees. The controversial debate intensified. The court's decision seemed not only to be the beginning of the end of any higher education framework law guaranteeing a certain amount of systemic uniformity but also evidence of a change from the idea of education as a public good to the idea of education as a private good. 

The Present Reform

Soon after the decision, the first German states announced their intent to introduce tuition fees. The general idea was to ask for €500 per semester in all subjects. Most of the states kept their previous regulations regarding administration fees for reenrollment and tuition fees for long-term students and continuing academic education provisions. In addition, the majority of states are about to introduce fees for undergraduate and graduate education. But there are considerable policy differences among the 16 German states. 
All the eastern German states as well as Berlin, regardless which political party is in power, are currently not planning to introduce tuition fees. They hope to have a competitive advantage and thus be able attract those German students into their higher education institutions who want to avoid paying tuition fees. In addition, Rhineland-Palatinate is also not planning to introduce tuition fees. The remaining nine German states plan to introduce tuition fees of about €500 per semester starting in the 2006/07 winter semester or in the 2007 summer semester. However, the conditions and tuition-related regulations differ in some states. For example, Bremen will only require tuition fees from students living outside the city state. Hesse would like to introduce tuition fees but will first need to amend the state constitution, which now prohibits such fees. Bavaria will charge different tuition fees at a university and at a university of applied sciences (Fachhochschule). In North Rhine-Westphalia, the government allows higher education institutions to decide the level of fees, ranging from 0 and €500. Furthermore, some differences exist in procedures involving international students, regulations for receiving and repaying loans, or conditions to become exempted from paying fees. 

Consequences and Concerns of Access
Almost all German states (except Hamburg) are planning to introduce tuition fees by 2006/07 or 2007. While the actual consequences can only be examined in the future, there are a number of concerns and anticipated consequences. In particular, it is said that the willingness of young people coming from low-income families to engage in higher education may result in some negative impacts. In terms of access, the situation is going to become even more complex. Three aspects are worth mentioning here: (a) student mobility within Germany; (b) recognition of certificates and achievements earned in another German state; and (c) the selection of students by higher education institutions. 

It is expected that the anticipated differentiation of fees will hinder student mobility within Germany—depending on the state, the higher education institution, and possibly the subject. However, eastern German states following a tuition-free policy will profit from some student migration from states that will demand tuition fees. 

The establishment of an elite sector within the German higher education system on the basis of the "initiative for excellence" as well as other complications may lead to a further differentiation of institutions and tuition fees, as well as reducing intra-German mobility. It is expected that universities succeeding in the initiative will eventually ask for considerably higher fees than other universities. 

Universities counting themselves as part of the elite group will restrict access and heighten selectivity. Other institutions will follow this approach, because they fear being left with students rejected as unqualified by the elite universities. The principles of free access and students choosing their higher education institutions will be reversed. 

[From Barbara M. Kehm, “Tuition Reform in Germany,” International Higher Education, Number 45, Fall, 2006.  http://www.bc.edu/bc_org/avp/soe/cihe/newsletter/Number45/p2_Kehm.htm] 
Ireland
Ireland has a higher education system primarily funded by the State. Over 90% of students

in higher education in Ireland are in institutions of a public nature, i.e., they are established

under laws specifically relating to higher education. The public system is binary, with a university

sector and an institute of technology sector. They are long established, one being

over 400 years old, others trace their original establishment back 150 years, (the two most

recent were established in 1989). The Institutes date, in the main, from 1970 though some

have their origins in 19th century foundations.

The universities charge significant fees to postgraduate and part-time undergraduate students.

Until 1995 the same position applied in relation to full-time undergraduate courses.

The Government then decided to introduce free tuition fees for full-time undergraduate students

(EU) and to recompense the higher education institutions for fee income thereby foregone.

In both sectors the State is almost the sole provider of funds, accounting for between

80 and 90% of total institutional income. Even when fees were charged to undergraduate

students the proportion of income provided by the State never fell below 70%. As of 2006, HEA has funding responsibility for the whole of the higher education sector.

Changing Management Structures and Culture in Irish Higher Education

The present OECD/IMHE study on Funding Systems and their Effects on Higher Education

has been undertaken at a time of great change in this area in Ireland. A momentous change

in regard to the arrangements for the funding of institutes of technology in which nearly half

the total number of students in Ireland are enrolled is about to take place. It is intended over

time that these institutions will move from a system of financing based on an incremental

budget system to a formula based system, as used for the universities. It is intended that

management will have greater responsibility and accountability and scope for entrepreneurial

activity than ever before. While the existing system operating in the university sector has

been broadly satisfactory, there have been some criticisms over the years. Among these is

the perceived need for greater transparency in the system, increased responsiveness to national

objectives and greater scope for the institutions by encouraging initiative and managerial

entrepreneurship. This has resulted in a new financing mechanism being introduced in

2006 and it will be fully developed over the next few years. It parallels general government

policy for the Irish public sector with an emphasis on delivering on nationally and regionally

identified objectives and needs, value for money, and with an overall emphasis on developing

institutions that are more strategically focused and outcomes oriented.

Funding System 1990-2005

The HEA allocates core recurrent funding annually through a system of block grants which

cover both teaching and basic research. The core recurrent funding allocation to the universities

up to 2005 was informed by a formula based unit cost system, the main inputs to which

are the audited financial statements and certified student enrolments of the universities. In

addition, a grant is made in lieu of undergraduate tuition fees which is based on course fees

multiplied by certified student enrolments. Earmarked funding for increases in the output of

graduates with particular skills deemed to be in short supply is provided in the form of a grant

per additional student. A small proportion of the total amount of the recurrent funding of the

universities is distributed through a Strategic Initiatives Funding scheme which is an incentive

funding scheme used to promote the development of particular policy priorities of the Department

of Education and Science and the HEA. Initiatives which have been funded in the

past include major initiatives to widen participation, to improve equality of access, to promote

excellence in teaching and learning, to improve retention and completion rates, etc.

Institutions may allocate the funding internally as they see fit. Work on this system commenced

in 1990 and it was fully operational in 1995.
[From Mary Kerr, Country Study, Ireland:  Funding Systems and Their Effects on Higher Education Systems, November 2006, OECD   http://www.oecd.org/dataoecd/20/41/38308018.pdf]
Japan

A Brief Description of the Japanese Higher Education System 
The Japanese higher education sector is characterized by its dual structure that includes a limited public sector controlled by national and local governments and a very large market-driven private sector. There are three types of university-level institutions, 87 national universities, controlled by the Ministry of Education; 72 public universities run by local or regional governments and 596 private universities. In addition there are also 525 junior colleges (of which most are private) and 63 technical colleges. According to Ministry of Education statistics, the higher education system embraces over 4 million students (72.9 percent of the relevant age cohort in 2003). In 2003, there were 2,803,980 students in universities, and 250,062 in junior colleges. 

According to a 2000 survey by the OECD, Japan’s funding to higher education accounted for only 0.5 percent of its GDP, compared with 0.9 percent in the United States, 0.7 percent in the United Kingdom, and 1.0 percent in both Germany and France. Two factors explain the relatively small proportion of public expenditure allocated to higher education: 1) Japan’s total public expenditures are smaller as a proportion of GNP than other industrialized countries; and 2) Japan’s higher education, unlike the US and Europe, has been mainly supplied by the private sector. 

The Japanese higher education system has recently undergone a dramatic change. Reforms, passed in 2004, granted independent corporation status to the 87 national universities. While they will still be part of the public sector, they are to be independently managed with their staff no longer being civil servants. They will also be able to set their own tuition fee levels, but may not exceed 110 percent of the standard tuition fee set by the Ministry of Education and the Ministry of Finance. In 2005, the standard fee was raised to 535,800 Yen (US$4,059 using the 2004 PPP conversion) and most national university corporations raised their tuition fees accordingly despite the promise made by the Japan Association of National Universities (the organization established in 1950 that is made up of national university presidents).

Private institutions are, in principle, self-financed by tuition, application and entrance fees, donations and income from auxiliary services. However, subsidies are granted by the national government through the Promotion and Mutual Aid Corporation for Private School of Japan with respect to current expenditure, mainly to maintain and improve educational and research conditions and ease the financial burden of the students. The Corporation also provides long-term low interest loans for funds necessary to improve facilities and equipment in private higher education institutions. In addition, the national government provides direct grants to private institutions of higher education for the purchase of educational and research equipment so that their distinctive education and research can be promoted. 

State subsidies for private universities have been decreasing since 1980. The proportion of subsidies for current expenditures is 12.2 percent and most of the expenditures are to be covered by tuition fees. Many private universities are suffering from financial difficulties. As the number of children decreases due to declining birth rates, it will be increasingly difficult to secure sufficient enrollment levels

Student Loans

In 2004, the new student loan system was introduced under the Independent Administrative Institution Japan Student Services Organization (hereafter JASSO), formerly known as the Japan Scholarship Foundation. Under the new system, there are two types of student loans, both of them means-tested, for Japanese students. The Independent Administrative Institution Japan Student Services Organization (JASSO) First Class loans have a zero rate of interest and are academically selective. They are meant to cover maintenance costs only and provide about US$315/month1 for public university students living at home and $360/month for those who are not. Higher loans ($380 and $450 respectively) are also available to students attending private universities. The JASSO Second Class Loans are interest bearing (prime rate) and not as academically selective as the first class loans. They can be used for both tuition and living expenses. Undergraduate students may borrow a maximum of $720/month and an additional $2,160 for just the first month. Both loans have a grace period of six months after leaving school and a maximum repayment period of 20 years. The JASSO decides the individual repayment periods based on each student’s total amount of indebtedness.

When they apply for the loans, students choose between a personal guarantee or an institutional guarantee. If they choose the latter, the Japan Educational Exchanges and Services (JEES) will cosign the loan, but students have to pay a certain amount of monthly insurance to the institutions. 

[image: image19.emf]
[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]

Latvia
Main Features of the Funding System of Higher Education
The Education Law [EL] passed in 1991 triggered radical changes in the development of higher education in Latvia. It legitimized the democratization and decentralization of higher education which was already underway. State budget funding was shifted to full-time studies only and for students finishing their studies on a part-time basis. The Education Law enabled studies for tuition fees and establishment of private institutions of higher education. Financial resources and higher education funding procedures are defined by the Law on Institutions of Higher Education [LIHE] (1995), the Education Law (1998) and other legislative documents. The Law on Institutions of Higher Education says that “Institutions of higher education shall be financed by the founders thereof. The founder of an institution of higher education shall provide financial resources and the control of the utilization thereof for the continuous operation of the institution of higher education, as well as for the fulfilling of the tasks determined by the founder. The financial resources of State institutions of higher education shall be formed from the resources of the State general budget, as well as other income which institutions of higher education earn by performing activities for the realisation of the aims specified in the constitutions thereof” (LIHE, Section 77 (1) ).
Funding of higher education study programs is directly linked to determined number of study places. According to the Law on Institutions of Higher Education “The number of study places to be financed from the funds of the State budget in an institution of higher education shall be determined by the Minister for Education and Science on the basis of a proposal of the Council of Higher Education. The number of study places in institutions of higher education founded by local governments and other legal persons and natural persons shall be determined by the founder of these institutions of higher education” (LIHE, Section 51).
According to the Law on Institutions of Higher Education, the Higher Education Council has extensive competence and functions, including issues of funding the higher education. It has the authority, for example, to formulate proposals for the improvement of higher education and the study fee, to provide an opinion to the Minister for Education and Science and the Cabinet regarding the draft State budget for the financing of institutions of higher education. Twelve members of the Higher Education Council are the key stakeholders of the higher education market. Membership of the Higher Education Council is confirmed by Parliament – Saeima. The Higher Education Council’s resources to realize its mandate are limited, however.  Interviews with members of the Higher Education Council revealed inadequacies in existing funding vis à vis real costs of study programs. Funding of technical, natural, and arts study programs has for a long time been quite low and can be characterized as regressive. The Latvian Science and Education Workers’ Trade Union representative in interview pointed out that funding has been inadequate in those specializations that are necessary for development of national economy, and since these needs have not been assessed the available funding does not always reach its true goal. The Latvian Student Association representative emphasized that there is no information about long term market demand.
The Education Law states that “for programmes of higher education, the State shall cover the

fees for the acquisition of education for a specified number of student positions in accordance

with the State procurement specified for the relevant year; for other student positions each institution of higher education may determine the fees for the acquisition of education.  A student may receive State credit for studies in higher educational programmes. The obtained credit shall be paid back or extinguished in accordance with the procedures prescribed by the Cabinet. An alien or a stateless person shall pay for the acquisition of education in accordance with a contract concluded with the relevant educational institution. For citizens of European Union States and their children who acquire education in Latvia, the fees for education shall be determined and covered in accordance with the same procedures as for citizens and permanent residents of the Republic of Latvia” (EL, Section 12 (2-5) ).
Institutions of higher education are funded according to annual Law on State Budget. The Ministry of Education and Science, other ministries and state institutions may sign contracts

Funding Systems and their Effects on Higher Education Systems with accredited state, municipal or private institutions of higher education for the training of specialists in specific areas with appropriate funding.  The total amount of higher education funding increases annually (Figure 1). However, this increase is a result of growth of non-budget resources (Figure 2). In 1995, revenues from non-budget resources formed 21 per cent of total funding, but in 2005 these revenues surpassed budget funding and formed 59 per cent of total higher education funding (IZM, 2006).

Tuition fee revenues boomed during that period. 

Annual competition for state funded study places (“rotation”)

Most state institutions of higher education have devised a system whereby a student who fulfils minimum grade point requirements retains his state funded status for the entire length of his/her studies.  The University of Latvia, where ¾ of the students pay tuition fees, has (upon recommendation of the Student Council) since 2001 established a yearly competition for the state funded places, so called “rotation”. All students at the same study year enrolled in the same study program take part in the competition. The only criterion to succeed in competition is the student’s grade points in the past academic year. Academic achievement statistics for all students are computerized and stored so as to ensure a fair competition. More than 15,000 students take part in the competition. As a result of the competition only 7 – 10 per cent of the students change their source of funding, but the competition is justified. Young people’s motivation to study has increased and students have become more demanding of their lecturers. Significant advantage of this system is the fact that students paying tuition fee see an opportunity to compete for state funded vacancies.  Initially institutions of higher education were funded based on detailed estimate documentation submitted to the Ministry of Education and Science, where each estimate entry was carefully checked. Higher education policy and state budget funding principles were not precisely formulated in that time. After a comprehensive assessment of the situation in Latvian higher education, OECD experts suggested the following (OECD, 2000):  improve the financing policy so as to ensure access to education to all students regardless of social and economic status; define the percentage of study costs to be covered by tuition costs; to promote student loans by offering interest rates and repayment terms that are student- friendly; define clear and transparent selection criteria for students applying for state funded vacancies; to increase finance and credit resources for those individuals returning to university as a result of changes in the education and/or labour market; to promote cooperation between universities and general secondary schools, professional and vocational schools, non-governmental organizations and other institutions supporting educational reform.  Steps have been taken in subsequent years to realize these suggestions.
An important stage in the alignment of higher education funding started by the passing of

Cabinet of Ministers regulation Nr. 334: “Procedure for state funding of institutions of higher

education” (2001). Based on this regulation, a unified normative financing principle was implemented in Latvia from the year 2002. Unfortunately, the norms do not include several important positional entries like funding of internet access. According to this regulation, the annual funding of full-time studies is based on definite number of state funded study places for

each university (this number along with the number of graduates is affirmed by a contractual

agreement between rector and minister), basic cost per student and tuition cost coefficients

by study fields. The tuition cost coefficient in the master degree program is 1.5, but in the doctoral program it is 3 times greater than the respective coefficient value in undergraduate

study program. State funding is not available for part-time studies.  
The main features of the funding system of higher education in Latvia are:

􀂃 State budget funding forms the smallest part of income in many state institutions of higher education. For example, the budget of the University of Latvia, the largest university in the three Baltic countries, included only 29 per cent budgetary subsidy in 2005.

􀂃 Tuition fee revenues are significant in the financing of study programs in social sciences and humanities. The institutions of higher education define tuition fees themselves, but  students have a free choice to choose an institution and study program.

􀂃 There are several state defined differences between state and private institutions of higher education in the management of financial and other resources resulting in inequitable operations of these institutions. Differences include accounting, real estate ownership, staffing, purchasing procedures etc.

􀂃 State budget subsidy for research has been inadequate during the whole transition period to market economy. Assigning of funds by National Research Council is characterized by restrictions by research areas (certain areas receive no funding at all, like political science).  Corporate ties can play a role as well. The cooperative ties between universities and the private business are inadequate and irregular. The researchers’ own personal initiative efforts are a key factor.

􀂃 After entering the European Union, the share of funding from the EU budget at the institutions of higher education has increased radically.

One characteristic specific to the Latvian system of financing of higher education is the fact

that state funding is channelled through six ministries – Education and Science, Agriculture,

Health, Interior, Defence and Culture. This has both advantages and disadvantages. One advantage is that the individual ministries have a say in implementation of new study programs, 
another is the opportunity for higher education institutions to receive additional funding from the individual ministries. A disadvantage is the fragmentation of institutional and financial resources, which makes control and effective monitoring of financial resources more difficult. In addition, institutions of higher education have inequitable access to state funding because of the differences in financial resources between ministries.
The last 10 – 15 years have seen the onset of establishing regional institutions of higher

education and branch campuses of existing institutions of higher education throughout Latvia.

Although the term ‘regional institution of higher education’ cannot be found in legislative

Funding Systems and their Effects on Higher Education Systems and normative documentation, it is used to designate any institution of higher education that is not located in the capital city Riga. In the opinion of the Ministry of Education and Science representative, municipalities should be encouraged to play a more active part in funding of regional institutions of higher education and ensuring training of well-qualified human resources for regional development. Individual municipalities do support their local institutions of higher education. For example, Ventspils city council provides additional funding for Ventspils University College. A tendency to open branch campuses in various cities in general is viewed by interviewees as positive, but attention must be paid to quality assurance there.

Based on the opinions of many stakeholders, there is lack of unified document describing the

funding strategy of higher education in Latvia. Funding issues is included as part of various

policies and planning documents, that are not always in agreement with each other. The

strategy also appears as part of budget redistribution among institutions of higher education,

study levels and programs.

Interrelationships Between the Funding System and Higher Education Policy

The growing demand for higher education since the mid-1990s has stimulated expansion and diversification of the higher education system. The private sector, regional institutions of higher education and branch campuses have all developed within the framework of this system. A market economy demands more attention be focused on the quality of education, which is largely connected with the amount of funding per student. Several ministry representatives noted in their interviews that higher education still inadequately responds to the demands of the labour market and that there is a concern about the quality of education, especially in the natural sciences and engineering. These problems demand searching for effective resolution.
Representatives of the higher education system were asked the question: Is there a higher

education market in Latvia? In the opinion of government representatives, there is a market

of higher education, and Latvian institutions of higher education must be competitive in European

and global educational space. The Study Foundation expert pointed out that there is a

market in the area of social sciences, where exist large supply and demand. Both state and

private institutions of higher education are competing here. By contrast, in the natural sciences

a market is practically nonexistent, because they require expensive infrastructure,

which private institutions of higher education cannot provide yet. A rector of private institution

of higher education said that in his opinion market exists as far as demand is concerned, but

on the supply side situation is more complicated – there is no free competition among the

institutions of higher education and legislation does not promote the development of a market

in this area.

The amendments to the Education Law enacted in 2001 prescribed that the Ministers’ Cabinet

establish a unified national educational policy and strategy and submit an educational development concept for the next four years to the Saeima for confirmation. The educational

development conception (confirmed in 2002 by KM regulation Nr. 383) sets the developmental

goals of the educational system for the period from 2002 to 2005. This conception was formulated taking into account guidelines set forth in Latvia’s long term economic strategy,

the National Development Plan and the National Employment Plan.

Much discussion has taken place in recent years about the system of financing higher education

in Latvia, because with growing numbers of students the ability of the state budget to increase funding of higher education institutions has been rather limited. State budget funding of higher education as compared to the GDP has steadily decreased since the mid-1990s. According to the Ministry of Education and Science, inadequacy of state budget funding is the major problem of higher education. The state budget cannot adequately finance higher education in response to the growing demand. The part of GDP used for higher education is comparable with other European countries, but the low level of GDP per capita results in a low absolute level of funding of higher education. Thus, other resources are searched.
The number of students continues to grow, mostly due to those paying tuition fees. During the 2005/2006 academic year 23 per cent of students studied in groups financed from state budget while 77 per cent paid tuition fee (IZM, 2006). Thus, tuition fee has become a significant

source of revenues for financing higher education. However, the tuition fee for full time

studies in many study programs at state institutions of higher education was set lower than

what the state budget pays per student, and a levelling of resources took place between state funded and tuition vacancies.

In 2001 experts and politicians offered several suggestions to tackle a problem of higher

education funding, starting with the most liberal – switching to a total tuition fee system and

making study loans available to all students. With appropriate legislation and well-considered

study loan system this approach could work in Latvia as it has in other countries. The proposed

model proscribed that total funding of state institutions of higher education would come at 85 per cent level of required funding according to the system of tuition cost coefficients in correspondence with the determined number of full-time study places with the remaining 15 per cent coming from tuition fees paid by students for specific study programs. The advantage of such a model would be a balance between state and individual investment in higher education as well as more equitable educational opportunities for all residents of Latvia. This model, however, did not receive the support needed for a political decision, because the idea of raising tuition costs gained little support among society and the majority of politicians.
The main goals of the higher education system and its funding are determined in the National

concept of development of higher education system and institutions of higher education for

Funding Systems and their Effects on Higher Education Systems the time period up to 2010, which was voted through by the CM committee in 2001. Among the main goals set forth by the plan of development of funding system were: 

􀂃 To develop a doctoral studies and review salary system in order to attract younger academic staff to academia;

􀂃 To achieve step by step optimal tuition costs;

􀂃 Guarantee the availability of study and student loans to anyone needing them;

􀂃 Review pertinent legislation to allow institutions of higher education to attract more funding from the private sector.

It was planned to increase state budget funding of higher education by factor 1.7 in order to

achieve the above goals. This, however, realized only partially. Representatives of the higher education system were interviewed if they felt that Latvia as a small country had a specificity for higher education and it’s funding thereof. According to government representatives the educational system of a small country is more flexible and it should be able to respond more effectively to market changes. On the other hand, it is impossible for a small country to be able to provide all the science and engineering qualifications spectrum demanded by the national economy.
Tuition fees in Latvia are relatively high when compared with other western European countries, amounting to about 23 – 70% of the average yearly wage (CSB, 2005). For this reason many households cannot afford the cost of a higher education. Lower tax rates and a study loan system are two ways that this problem is being tackled.
Does the existing tax system stimulate the development of higher education?

The majority of interviews expressed the opinion that the existing system of taxation does not

have any significant effect on the development of the higher education system. 63 per cent of

principals of institutions of higher education also said that the tax system has no effect and it

does not promote attracting financial resources to higher education. Only 32 per cent of respondents considered that the tax system does help and five per cent did not have an opinion

on this question. The fact that state budget scholarships are not subject to income tax

was appreciated.
The existing tax system does not stimulate the employer to get involved in the financing of

higher education because if they choose to pay tuition for an employee, they have to pay

corporate income tax. The only exception to this is engineering doctoral scholarships, in

which case the tuition cost is tax deductible. Interviewed representatives of commerce banks,

Chamber of trade and industry suggested that the tax deductible amount should be increased

and study loan interest rates be included in the amount to be reimbursed.  In the case of a private individual, the income tax law provides for compensation of education and health care expenses in the amount of 150 Lats per taxation year. This was set by CM Funding Systems and their 
regulation Nr. 336 (2001) “Regulation on justifiable expenses for education and health care”

and the amount has not changed in many years and is totally inadequate today. Tuition fees

set by institutions of higher education are considerably higher. In addition, interview responses

expressed concern about the tremendous amount of bureaucracy required to get

reimbursed for even part of the tax paid.

Student loans. Pluses and minuses. 
Student loans, available since 1997, offer students considerable financial support. They are meant to cover living expenses for full-time students. In 1999 study loans became available for both full and part-time students enrolled in state and private institutions of higher education (Figure 4). The mentioned loan system was established to make higher education more universally available. Both types of loans are available to all successful students enrolled in accredited study programs, including studies abroad. The loan system is regulated by several CM regulations and it is administered by a specially created entity – the Study Foundation. 
Initially the state budget was the source for loans. In 2000 the Cabinet of Ministers approved

a conceptual decision to switch gradually to crediting by commercial banks. From September 1, 2001 commercial banks started to issue loans with state guarantees. According to this new procedure, loans are granted and administered by commercial banks that are selected annually in public auction based on total loan amount and interest rate offered. The banks having thus gained the right to deal in student loans receive from state budget the difference between the interest rate paid by students and the established interest rate. The overall lending strategy is based on replacing loan funds from the state budget by sources from lending institutions, thus easing the uptight state budget. The amount of loans has increased radically during the last few years.

Loans can be discharged with state budget funds. Based on the Cabinet of Ministers regulation

Nr. 219 (2001) “Procedure for approval, granting, repayment and discharge of study loans from state budget funds”, loans are discharged for the following categories of students: 

􀂃 Students who upon graduation start working in their area of specialization (academic or professional) in professions at public or municipal institutions approved annually by the Cabinet of Ministers;

􀂃 Handicapped persons of first and second group;

􀂃 In the case of death of loan recipient.

In line with the Cabinet of Ministers regulation Nr. 445 (2001) “Procedure for approval, granting,

repayment and discharge of student loans from state budget funds”, loans are discharged

the same as described above. In addition, a student who has a child during the lending

or repayment period needs to repay 30 per cent of the loan.

In evaluating the existing loan system, the majority (55 – 56%) of interviewed respondents

expressed opinion that it is more in the interest of society than not. There is agreement among the respondents regarding innovations in the student loan system – 59 per cent of them are of the opinion that the student should be able to choose his lending bank, without tying banks to specific institutions of higher education; 36 per cent feel that the overseeing of student loans must be simplified striking universities from the loan administration process.  Only one respondent suggested granting non-guaranteed loans.
Along with the procedure for determining the number of state budget funded study places,

both the lending system and study/student loan discharge system is a significant tool in training

specialists in areas vital for national economy and sectors of national importance. It was

emphasized in interviews that in this way higher education becomes more accessible, social

expenditures are eased, student becomes more disciplined and successful, and the loans

have low interest rates and favourable repayment terms.

Nevertheless, representatives from the banking sector, Study Foundation, Chamber of trade

and industry admitted that the present student loan system does have weaknesses. Three parties (the institution of higher education, the Study Foundation and the bank) are involved in the lending process, which inhibits effective information exchange and complicates the loan procedure. Resource quotas for student loans are divided among the institutions of higher education. Most of the institutions use the quotas, however, some do not. Only some institutions of higher education request additional loan funding for their students. Upon entering the institution of higher education students cannot immediately apply for a study loan although the first tuition payment is due upon enrolment. The process for securing state guarantee is rather lengthy. Study loans often do not cover all of the tuition costs. Therefore the difference must be paid by student. The loan discharge system is not altogether clear. Several institutions of higher education have electronic data processing problems and banks receive faulty information. Bank requirements to qualify for a loan are overly stringent (mandatory co-signer, mandatory account at that bank, salary direct deposit to that account).  These requirements could be eased if banks had to directly compete for borrower rather than being awarded the right to a one-year monopoly in the study loan business.

[From Krumins Juris, Kavale Lucija, Eglite Sandra, Leduskrasta Zane, Puce Juris, Sloka Biruta, Stonis Janis, Zaksa Kristine, and Rivza Baiba, Funding Systems and Their Effects onHigher Education System: Country Study – Latvia, OECD, November 2006]
Lithuania

A Brief Description of Lithuanian Higher Education System

The restoration of Lithuania’s independence from the Soviet Union in 1990 stimulated changes in the system of higher education, leading to an increase in the number of students and higher educational institutions. New legislation regulating the system of higher education was adopted. Principles of autonomy, academic freedom and integration of research and higher education were implemented according to the Constitution of the Republic of Lithuania.  Currently the Lithuanian higher education system is composed of undergraduate Bachelor programs, Master’s and specialized professional programs and residency programs, doctoral studies and post-graduate art studies. University type institutions (universities and academies) offer all three levels of studies, while non-university type institutions (college) offer only undergraduate professional studies. Colleges provide opportunities to acquire professional qualifications on the basis of applied scientific investigation or/and applied research activities (Report, 2003).

Students may choose between two study modes – consecutive studies and nonconsecutive studies. An individual obtains an academic degree and/or professional qualification upon completing the consecutive studies program of. An individual enrolled in non-consecutive studies who has collected a sufficient number of credits within a study program, can also be awarded a  professional qualification. The main forms of consecutive studies are full-time, part-time and long-distance studies. Consecutive study programs have to be approved by the Ministry of Education and Science, while higher educational institutions themselves determine the forms of their non-consecutive studies programs (Report, 2003; Eurydice, 2004).

As in most Central and Eastern European countries, the number of both public and private higher educational institutions in Lithuania has increased. However, the private higher education sector emerged more slowly than in other countries of the region. Quality was a major issue when considering new initiatives and changes to the system. Lessons learned from other Central and Eastern European countries, where a mushrooming private educational sector resulted in many problems, made Lithuanian policy makers and the academic community more cautious about the liberalization of the education system. Conservative forces in academia also used the issue of quality of education to preserve the monopoly of state institutions (Mockiene, 2001). As a result,

the first two private higher educational institutions in Lithuania were established in 1999 (Report, 2003). By 2003 there were 15 public universities, 4 private universities and 3 branches of universities in Lithuania. Most students study in public universities, with only about 1.07 percent of university students enrolled in private universities. There has been a steady increase the number of university students, causing an increase in the student-faculty ratio as well (Eurydice, 2004). 
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There is a binary higher education system in Lithuania, and the Lithuanian non-university

sector also has experienced growth though the majority of students are enrolled in the

university sector. In 2002/03 it accounted for 24 colleges, nine of them private. As in the

university sector, most students are enrolled in public institutions with about 20 percent

studying in the private non-university sector (Eurydice, 2004).
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Applicants to higher educational institutions are admitted on a competitive basis and must have completed general secondary education. In the face of increasing demand for higher education, the state is no longer able to finance the higher educational sector alone. Therefore public higher educational institutions are allowed to acquire non-budgetary revenues by having business contracts with the private sector, and charging tuition as well.
Financing Higher Education in Lithuania
Like other higher education systems in the region, the Lithuanian higher education sector is faced with growing numbers of students and decreasing government funding.  Institutions have had to search for alternative sources of funding and started to introduce tuition and fees in the 1990s, although the Law on Research and Higher Education of 1991 did not deal with this issue (Leisyte, 2003). The Law on Higher Education that addressed the issue of tuition was adopted in 2000 (Saeimas, 2000).  

In 2002, the Parliament of Lithuania amended the Law on Higher Education and established procedures for the payment of tuition fees, while the Constitution of Lithuania guarantees free higher education for “good” students (Report, 2003). The Law on Higher Education stipulates that the government will finance a certain number of study places at public universities, while the rest of the students will be admitted to higher educational institutions for tuition. In 2001/02 the state sponsored students accounted for 66 percent of university students and 80 percent of college students (Eurydice, 2004). However, data indicates that the proportion of students paying tuition is increasing (Tereseviciene & Zuzeviciute, 2002). By 2002, 32 percent of bachelor’s and professional studies students paid for their education. In Master’s degree programs, almost 26 percent of the students finance their own education. Tuition in these study programs varies substantially from 150 EUR (US$190) to 1,500 EUR (US$1,892) per semester. In addition, an amendment of the 2002 Law of Higher Education requires that half of the first year Master’s students pay tuition of 120 EUR (US$151) per semester (Tereseviciene & Zuzeviciute, 2002).

Public higher educational institutions receive government funding on the basis of 3-year agreements signed between the Ministry of Education and Science and the educational establishment. Money is allocated as a “lump-sum”. The amount allocated is related to study programs implemented at the respective higher educational institution and its performance. Private higher educational institutions can receive government funding for the training of certain specialists. Nevertheless, the primary source of revenues for private higher educational institutions is non-budgetary sources. For public higher educational institutions, in turn, the main funding source continues to be the state budget. Additional non-budgetary revenues for these institutions consist of tuition, private sector contracts, rent, and donations (Eurydice, 2004).

Student Financial Support

The student aid system in Lithuania consists of grants and subsidized student loans. There

are two types of student scholarships for students. One is for academically well performing students, and the other type is provided to welfare recipient students. All doctoral students receive bigger scholarships (Report, 2003).

Students who pay tuition are eligible for subsidized student loans provided by the Government. Loans are issued to cover living costs, tuition, and for study abroad organized within the framework of international treaties and agreements. Students who study at public expense also can receive a loan. The Law on Higher Education stipulates that publicly funded successful students who graduate prior to the expected graduation date will have their student debt forgiven (Saeimas, 2000). In other instances, depending on its type, the loan has to be repaid either within a term that is three times longer than the study period for which the loan was received or within 15 years. A student has to start repaying the loan two years after graduation (Report, 2003).

In addition to finance, accommodation is an important issue especially for students from

remote areas because most higher educational institutions are located in bigger urban

areas. Higher educational institutions in Lithuania provide accommodation in their halls

of residence to 87 percent of their student populations (Eurydice, 2004).

II. Estimated Expenses of Higher Education
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Netherlands
A Brief Description of the Dutch Higher Education System

The Netherlands has a binary system of higher education, which includes wetenschappelijk onderwijs (WO) offered by universities, and hoger beroepsonderwijs (HBO) offered by institutions for higher professional education (hogescholen). In addition, the Open University (state establishment) offers open distance learning courses at HBO and university level. Most of the Open University students follow modules and single courses; only a small percentage attempts to add up various modules to a full degree.

The Netherlands has thirteen universities (excluding the Open University), three of which are considered religious-based private institutions though they are still government funded. Public funds come through the Ministry of Education, Culture and Science except for the Agricultural University in Wageningen, which is funded by the Ministry of Agriculture, Nature Management and Fisheries. The central government grants are awarded as a lump sum to each university. Public funds for instruction are based on:

• the number of (Masters) degrees (50%),

• the number of new entrants (13%), and

• a fixed amount per university (37%).
The budget of the individual university is determined by the levels of these performance indicators compared with levels at the other universities (and the trend in the overall budget). In addition to the direct public funds, universities generate income from tuition fees, which are centrally fixed at a uniform rate (7% of total income), research councils (5% of total income) and contract activities (19 percent of total income). 
Access to universities is open for all with an appropriate secondary education diploma. Only access to medical studies, dentistry and veterinary sciences is limited. Thus, in general, the intake of first-year students in the university sector is determined mainly by demographic trends: specifically, the number of school leavers qualifying for university education. However, in 1991 and 1996 some measures were taken to reduce the number of students entering university via higher professional education. In the first half of the decade, the number of new entrants to university education slightly declined, but started to increase again after 19961. As of 2001, there are 173,000 students in the university sector, more than 90 percent of whom are fulltime.

The allocation mechanism is now under debate and a proposal is being discussed that would reduce the allocation based on graduate degrees to 25%, make about 50% dependent on student numbers (as measured in semesters enrolled) and earmark a portion that can be allocated according to the Ministries discretion (e.g. compensating for dynamics that might occur).

Higher professional education is extremely diverse: courses lead to over 200 different qualifications for a wide range of occupations. There are large HBO institutions offering a wide variety of courses in many different sectors and medium-sized and small colleges offering a small assortment in one sector only. Mergers have reduced the number of HBO institutions from almost 350 in mid-1980s to 54 by 2004. Courses are divided into seven sectors: Education, Agriculture, Engineering and Technology, Health Care, Economics, Behavior and Society, Language and Culture.

The overall budget for higher professional education is allocated to the individual institutions on the basis of a set formula, driven by two funding tariffs and an estimate of the teaching load. Since 1994 there has been a fixed budget, corrected for wage and price rises. In addition to the central government grant, the HBO institutions receive income from a variety of sources, including tuition fees and income from services to third parties (mainly contract teaching). Interest in higher professional education (HBO) is steadily rising. The total number of students rose from 271,905 in 1995 to 315,300 in 2000 (a 16 percent increase). As of 2003/04 there were about 334,500 students in HBO courses offered by 54 HBO institutions.

Since 1993 the higher vocational education institutions (HBOs) and universities have been governed by the same legislation: the Higher Education and Research Act (WHW).  The WHW governs a wide range of matters including the planning, funding, administration and organization of the universities and the teaching they provide. This Act permits the institutions a large degree of autonomy to organize their teaching, examination regulations and other matters to meet changing demands.

In the Netherlands, there are approximately 60 private higher education institutions that offer some 500 programs mainly in professional education and enroll approximately 35,000 students. These are divided into the government-funded and the non- government funded private higher education sectors. As mentioned above, three religious based private universities are funded directly by the government, while seven universities fall into the non-government funded private sector including five theological institutions, the University for Business Administration at Nijenrode and the Humanistic University at Utrecht.
Tuition Fees in the Netherlands

The Ministry of Education, Culture and Science sets tuition fees in the Netherlands. Student liability for tuition depends on whether the student is eligible or not for student support. Students with support pay a centrally determined tuition fee rate; students without support pay tuition set by the institution. Students not eligible for student support include part-time students as well as those full-time students who are not (or who are no longer) entitled to support because their personal income exceeds the income limits for student support, or because they already have used all entitlements to student support.

In principle, all full-time students in the Netherlands are entitled to a basic grant for the nominal duration of the program that is intended to cover both study costs and living expenses. This grant is, in fact, initially a loan that is converted into a non-repayable grant only if the student meets study progress requirements (passing, for example 50 percent of his/her exams in the first year). The amount that students receive depends on whether they live at home with their parents (€74.11 in 2004) or independently on their own (€228.20/month). Depending on parental income, a student may also be entitled to a means-tested supplementary grant of up to € 237.30 /month and a means-tested student loan of up to €253.27 /month (an additional €237.30 can be taken up to replace assumed parental contributions) that presently bears interest of 3.35 percent in 2004. This loan is not turned into a grant and payment must begin after a grace period of two years. Payment is spread over 15 years with a minimum monthly installment of €45 (Vossensteyn, 2004)). When a graduate has problems repaying their study debt, he or she can ask for an annual means test. This may reduce their repayment obligations (even to zero) for one year. All debt that remains after the 15 year repayment period is forgiven.
Parents and students make up the difference between the standard budget as allowed by

the government and that which is commonly accepted to be the actual (substantially

higher) student budget. Students may earn up to €10,218.46 (in 2004) per year without

affecting their grant eligibility (Vossensteyn, 2004).

III. Estimated Costs of Higher Education
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New Zealand
A Brief Description of the Higher Education System in New Zealand

In New Zealand, all post compulsory formal education institutions are called “Tertiary Education Providers.” Formal tertiary education is divided between public and private providers. The public tertiary education sector is composed of polytechnics that provide academic, professional and vocational courses; colleges of education that provide teacher education; Wananga teaching and research institutions that maintain and promote knowledge about Maori tradition according to Maori custom; and eight universities[1]. According to the Ministry of Education, as of 2000, there were 38 public tertiary institutions including eight universities.

Private tertiary education providers are composed of private institutions registered with the New Zealand Qualifications Authority[2] and other institutions receiving Ministry of Education grants. There are thousands of private tertiary education providers, of which 452 offer formal tertiary education programs (Ministry of Education, 2001a).

There were 264,353 formally enrolled tertiary students as of July 31, 2000 according to the Ministry of Education (2001a). Of these, 225,180 (85 percent) attended public tertiary education providers. More than 46 percent of tertiary students were enrolled at a university, 33 percent at a polytechnic, nearly 5 percent at a college of education, and 1 percent at a Wananga. Of the 264,353 students enrolled, 58 percent were full-time students. 

The tuition fees of tertiary education providers have increased significantly in recent years. According to the Ministry of Education (1999), tuition fees for full-time and full-year students have increased by an estimated average of 12 percent per year since 1994. The government has recently offered an increase of 2.6 percent in government funding to those tertiary education institutions that agree to freeze tuition fees at 2001 levels. The following table (Table 1) shows samples of annual tuition fees in 2001 charged by different types of tertiary education providers.

Samples of Annual Tuition Fees in 2001
(National currency New Zealand Dollars converted to $US
by 2000 PPP estimate $1 = NZD 1.46)
	Institutions
	Diploma
	Annual tuition fees

	University
	Bachelor’s of Education
	NZ$3,600 ($2,466)

	
	Law
	NZ$3,500 ($2,397)

	
	Bachelor’s of Business
	NZ$3,100 ($2,123)

	
	Bachelor’s of Science
	NZ$3,970 ($2,719)

	
	Medicine & Veterinary Science
	NZ$9,200 ($6,301)

	Polytechnic
	Bachelor of Nursing
	NZ$4,680 ($3,205)

	College of Education
	Diploma of Teaching
	NZ$2,250 ($1,541)

	Private Institution
	Nat Cert in Business Admin & Computing
	NZ$3,200 ($2,192)


Source: Ministry of Education (2001b)

According to the Household Economic Survey (Statistics New Zealand, 2001a) the average weekly household income in 2000 was NZ$1,021, which would lead to an average annual household income of approximately NZ$53,240 ($36,466). Therefore, a family with an average annual household income needs to pay approximately 10 percent of that income in tuition fees for a financially dependent student.

The New Zealand government provides financial support for all students enrolled in tertiary education through tuition subsidies, student allowances and student loans. The tuition subsidy is applied to all tertiary institutions; the student allowance covers living costs for students from low-income backgrounds; and the student loans provide money for tuition fees and living expenses for students not eligible for student allowances.  The following table shows the breakdown of government support in recent years.  

Annual Amount of Government’s Financial Support
	Year
	Tuition Subsidies
	Student Allowances
	Student Loans

	1996-97
	NZ$1,130 M. ($774 M.)
	NZ$327 M. ($224 M.)
	NZ$542 M. ($371 M.)

	1997-98
	NZ$1,144 M. ($784 M.)
	NZ$344 M. ($236 M.)
	NZ$657 M. ($450 M.)

	1998-99
	NZ$1,167 M. ($799 M.)
	NZ$378 M. ($259 M.)
	NZ$624 M. ($427 M.)

	1999-00
	NZ$1,262 M. ($864 M.)
	NZ$376 M. ($258 M.)
	NZ$715 M. ($490 M.)


Source: Student Loan Scheme Annual Report (Ministry of Education, Inland Revenue, and Department of Work and Income, 2000)

The Student Allowances Scheme, introduced in 1989, provides living costs for students from low-income families. In order to get the allowance, students must be New Zealand citizens or permanent residents who are 18 years old or over, studying full-time in recognized programs approved by the Ministry of Education, and receiving gross incomes of NZ$135.13 or less per week.  In addition, since 1992, when students are under 25 years old and single, their parents' incomes have to be tested too. The allowance is disbursed on a weekly basis, and students have a lifetime limit of 200 weeks. The allowance levels depend on the students’ ages, incomes, and family backgrounds; whether they have dependents or not; are living with parents or not, have other family income (their spouse’s income and parents’ income), and so on.

The Student Loan Scheme, introduced in 1992, provides loans for tuition fees and other course-related expenses for students attending tertiary education. The Scheme is a government-funded income-contingent program. Borrowers must repay their debt through the tax system after they attain a certain income level.  The amount of repayment is decided by the amount of income earned above the minimum threshold of NZ$15,492 ($10,611). According to the Student Loan Scheme Annual Report (2001), the loan is composed of the following four components:

Compulsory fees or tuition fees

1) Students at public tertiary education institutions can borrow the full amount of their fees

2) Students at private education institutions can borrow a maximum of NZ$6500 ($4,452) each year for their tuition fees.

Course-related costs

Students can borrow up to NZ$1000 ($685) each year to cover costs related to their studies such as equipment, textbooks, and field trips.

Living costs

Full-time students who are studying for no less than 12 weeks and cannot get the allowance can borrow NZ$150 ($103) per week as living costs.

Administration fee

Every time students apply for a new loan, they are charged NZ$50 ($34) for an administration fee and this charge is added to their loan balance.

The Ministry of Education, Department of Work and Income, and Inland Revenue are responsible for the loan scheme. The Ministry of Education is responsible for strategic policies about the loan scheme, while the Department of Work and Income is responsible for its administration and the distribution of the loans to students and the Inland Revenue is responsible for maintaining the loan accounts, assessing the loan amounts and collecting the loan repayments.

According to the Student Loan Scheme Annual Report 2000/01, in 2000, 55 percent of the total students who were eligible for student loans, borrowed from the loan scheme. Fifty percent were from universities and 14 percent were from private training establishments. In 2000, the average annual amount borrowed was NZ$6,222 (US$4,262) (Matthews, 2002).

As mentioned previously, the Student Loan Scheme is an income-contingent program that collects debt payments through the tax system as borrowers achieve certain incomes. When a borrower’s annual income is over the repayment threshold – NZ$15,492 ($10,611) for the 2000-01 tax year –, he or she must repay at the rate of 10 cents to every dollar (10 percent) earned over this amount.  For example, an office worker whose annual income is NZ$35,000 ($23,973) must repay NZ$1,951 ($1,336) through the tax system. However, when a borrower has no income or income lower than the repayment threshold, he or she does not need to repay any money. Also, when a borrower goes bankrupt or dies, he or she is absolved from the repayment obligation.  

Interest on the outstanding balance accumulates daily and is compounded annually. Then, it is added to a borrower’s loan balance.  The total interest rate is composed of a base interest rate and an inflation adjustment rate and, therefore changes every year.  However, as the government is currently examining the method of setting the interest rate, the interest rate for the 2000-01 income year was fixed at 7 percent (6.1 percent as a base interest rate + 0.9 percent as an inflation adjustment rate).

Starting in 2000, a borrower whose annual income is less than NZ$24,596 ($16,847) receives a full (a base and an inflation adjustment) interest write-off in-school years. When the borrower has no income or income less than the repayment threshold, the borrower has no repayment obligation and all the base interest charged is written off.  In addition, 50 percent of the repayment obligation is credited to the base interest charged and the other 50 percent is credited to the principal, once the inflation adjustment interest has been paid.

Estimated Expenses of Higher Education in New Zealand
New Zealand
Higher Education Expenses Borne by Parents and Students
First Degree, Academic Year 2000 -01
[National currency New Zealand Dollars converted to $US
by 2000 PPP estimate $1 = NZD 1.46]

	  
	Humanities
& Social Science
	Natural Science
& Engineering
	Medicine
& Dentistry

	
	Low
	High
	Low
	High
	  

	  
	Special "One-Time" or "Up Front" Fees 
	160
$110
	160
$110
	160
$110
	160
$110
	160
$110
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	Tuition
	3,380
$2,315
	3,380
$2,315
	3,763
$2,577
	3,763
$2,577
	9,413
$6,447

	
	Other Fees
	321
$220
	321
$220
	321
$220
	321
$220
	321
$220

	
	Books & Other Educational Expenses
	857
$587
	857
$587
	1,285
$880
	1,285
$880
	------

	
	Subtotal Expenses of Instruction
	4,718
$3,232
	4,718
$3,232
	5,529
$3,787
	5,529
$3,787
	------
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	Lodging
	180
$123
	7,670
$5,253
	180
$123
	7,670
$5,253
	------

	
	Food
	840
$575
	2,670
$1,829
	840
$575
	2,670
$1,829
	------

	
	Transportation
	720
$493
	360
$247
	720
$493
	360
$247
	------

	
	Other Personal Expenses
	1,705
$1,168
	2,435
$1,668
	1,705
$1,168
	2,435
$1,668
	------

	
	Subtotal Expenses of Student Living
	3,445
$2,360
	13,135
$8,997
	3,445
$2,360
	13,135
$8,997
	------

	  
	Total Cost to Parent & Student 
	8,163
$5,591
	17,853
$12,228
	8,974
$6,147
	18,664
$12,784
	------


Humanities and Social Science (including Law), Low: living at home with parents
Humanities and Social Science (including Law), High: living “independent adult”
Natural Science and Engineering, Low: living at home with parents
Natural Science and Engineering, High: living “independent adult”
[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Norway
A Brief Description of the Higher Education System in Norway
Higher education in Norway is composed of a university sector and non-university, or extra-university, sector. The university sector consists of four universities and six university colleges. The universities and the university colleges are represented in the Norwegian Council of Universities, which was established to coordinate the activities of these institutions, and to contribute to a national policy on higher education.

The non-university, or extra-university, sector is composed of twenty-six state colleges and two colleges, or academies, of arts and crafts. The twenty-six state colleges were born in 1994 through the reorganization and mergers of the former regional and vocational colleges. The two art colleges/academies offer programs in visual arts, crafts and design. The state colleges vary in size from 152 students to nearly 8,000 students.

Thus, Norwegian higher education in 1997 consisted of 38 state institutions, including: four universities, six university colleges (specialized national higher education institutions), 26 state colleges, and two colleges, or academies, of arts and crafts, along with 26 private higher education institutions.

Thus, Norwegian higher education in 1997 consisted of 38 state institutions, including: four universities, six university colleges (specialized national higher education institutions), 26 state colleges, and two colleges, or academies, of arts and crafts, along with 26 private higher education institutions.

Higher education enrollment in 1997 totaled 180,741 (103,162 women and 77,579 men), including 83,484 in the university sector, and 97,257 in the non-university, or extra university, sector. Fewer than 10 percent of the students are enrolled in Norway’s 26 private institutions of higher education. 

Higher education in Norway is mostly state funded through the budget of the Ministry of Education. Tuition at state higher education institutions is free. The state institutions may, however, ask a small term fee of between Nok.175-500 for the running of student welfare activities. Private higher education institutions, however, require tuition fees depending on the amount of state funding1.

Private higher education in Norway is overseen by the Ministry of Education, Research and Church Affairs. Private higher education institutions may only receive state funding for recognized study programs, but they are not automatically entitled to such support. In 1997, of total 26 private higher education institutions with recognized study programs, 19 institutions received state funding for (part of) their activities and 7 institutions operated without such funding2.

The overall growth for the higher education sector has been rapid. In the 1980s, about 25percent of a year’s high school graduation cohort enrolled in higher education; in the 1990s, this had increased to about 40 percent. In 1975, the total enrollment was nearly 67,000; in 1984, it was approximately 93,000. In the 10 year period from 1988 to 1997, the total enrollment increased by as much as 68 percent, from approximately 103,000 to 173,000. Most of this increase came in the period 1988 to 1995, with a much slower increase in the period after 1995. The target number was 170,317 in 1995, and 172,902 in 1997. Most of the increase in student numbers over the past decades has taken place within the extra-university sector; in 1995, approximately 50% of students in higher education institutions were attending a state college. 

Higher Education Expenses Borne by Parents and Students in Norway

(US$ PPP, 1999/2000)
	 
	Public 
	Private 

	
	Low
Public 
	Moderate Public 
	High
Public 
	Low
Private 
	High
Private 

	 
	Special "One-Time" or "Up Front" Fees 
	0 
	0 
	0 
	0 
	0 
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	Tuition
	0 
	0 
	0 
	Nok.28,000
[$ 2,947] 
	Nok.45,000
[$ 4,737] 

	
	Other Fees
	Nok.350
[$ 37] 
	Nok. 740
[$ 78] 
	Nok.1,000
[$ 105] 
	Nok.1,000
[$ 105] 
	Nok.1,000
[$ 105] 

	
	Books & Other Educational Expenses 
	Nok.2,500
[$ 263] 
	Nok.3,000
[$ 316] 
	Nok.3,000
[$ 316] 
	Nok.2,500
[$ 263] 
	Nok.3,000
[$ 316] 

	
	Subtotal Expenses of Instruction 
	Nok.2,850
[$ 300] 
	Nok.3,740
[$ 394] 
	Nok.4,000
[$ 421] 
	Nok.31,500
[$ 3,316] 
	Nok.49,000
[$ 5,158] 
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	Lodging
	0 
	Nok.20,000
[$ 2,105] 
	Nok.32,000
[$ 3,368] 
	Nok.20,000
[$ 2,105] 
	Nok.32,000
[$ 3,368] 

	
	Food
	Nok.8,000
[$ 842] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 
	Nok.10,000
[$ 1,053] 

	
	Transportation 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 
	Nok.2,600
[$ 274] 

	
	Other Personal Expenses 
	Nok.4,000
[$ 421] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 
	Nok.5,000
[$ 526] 

	
	Subtotal Expenses of Student Living 
	Nok.14,600
[$ 1,537] 
	Nok.37,600
[$ 3,958] 
	Nok.49,600
[$ 5,221] 
	Nok.37,600
[$ 3,958] 
	Nok.49,600
[$ 5,221] 

	  
	Total Cost to Parent & Student 
	Nok.17,450
[$1,837]
	Nok.41,340
[$4,352]
	Nok.53,600
[$5,642]
	Nok.69,100
[$7,274]
	Nok.98,600
[$10,379


Low Public: living at home with parents.
Moderate Public: living in single room student hostels, or double room dormitories
High Public: living in single room dormitories
Low Private: low private tuition, living in single room student hostels or double room dormitories 
High Private: high private tuition, living in single room dormitory.
Other fees: fees for student welfare activities.

OECD (January, 2001). Purchasing Power Parities. Main Economic Indicators. 

http://www.oecd.org/std/ppp1.pdf 

[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Poland
A Brief Description of Polish Higher Education

The fall of Communism has brought about many changes in Poland’s higher education system, including increased academic freedom, curricular reform, the development of more market-oriented curricula, and the emergence of a private higher education sector. During the past decade, enrollment in higher education has grown from about 11 percent of the college age population to nearly 30 percent (Strategic planning for Polish higher education, SPPHE Proposal). New academic programs, new faculty pay schemes, a new system of accreditation, and an expansion in facilities have accompanied this growth.

The current higher education management system is based on Article 70 of the Constitution of the Republic of Poland (which states that everyone has the right to a free education) and on four fundamental acts – the Higher Education Act of 1999, the Academic Title and Degrees Act of 1990, the Act on Forming the State Committee for Scientific research of 1991 and the Vocational Training Colleges Act of 1997.

On September 3, 1999, a revised higher education framework law was presented to the Executive Committee of the Conference of Rectors of Academic Schools in Poland (CRASP). The law consolidated what had been three separate acts (the Act on Higher Education (1990), the Act on Institutions of Higher Vocational Education (1997), and the Act on Loan System for Students (1998) in one place and put one minister in charge of supervising all non-military higher education institutions, instead of the five different ministers that had previously been involved. It also created a new body, the Academic Accreditation Committee (AAC), to set educational standards and assess the quality of education in all institutions. In particular, the AAC reviews applications for the establishment and operation of new HE institutions and applications for launching new study programs at existing institutions. The law formally recognizes the right of the Conference of Rectors of Academic Schools to present initiatives and opinions concerning higher education and contains provisions allowing for limited tuition fees (discussed below).

In spite of these new provisions, the Government still exercises only limited control over the management of universities. State funding is distributed to the Polish universities according to an algorithm that is closely related to enrolments. Internally, university administrators retain approximately 30 percent of their state grants for central system functions and distribute the remaining 70 percent to their various faculties for instructional and other costs, including the maintenance of facilities. In addition, most of the public universities earn approximately 25 percent of their total operating budgets from other external sources, including tuition from part-time and continuing education programs. External income is divided between the central administration and the relevant faculties at most universities by the same 30/70 basis. Under these circumstances, individual faculties and departments operate on one-line budgets and may carry forward savings from the current year to future years.  Research funding is awarded on a competitive basis.

Polish higher education, both state and non-state (private), includes the following sectors: universities, technical universities, agricultural schools, schools of economics, teacher education institutions, medical academies, maritime schools, academies of physical education, and schools of arts and theology. In the 2004/05 academic year 1,290,000 students were enrolled in 115 public institutions and 510,00 students were enrolled in 280 private higher education institutions (http://poland.gov.pl/?document =315). To qualify for admission in a higher education institution, the applicant must hold the secondary school certificate or meet requirements determined autonomously by a specific high school (Batog, D. et. a. 2002, p. 1081)

More and more students are choosing to study part time or weekends because they are able to work during weekdays, as shown in Table 2, below. The rapid increase in the number of students in recent years can be correlated with a higher level of educational aspirations. The expansion and the differentiation of higher education—both vertically and horizontally—has led to a broadening of university offerings, an expansion of degrees such as the licentiate (BA), complementary MA studies, and post-graduate and doctorate studies, and the increase in part-time studies

(http://www.andras.ee/issue/matlakiewicz.htm).
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The radical changes in all Polish institutions brought about by the end of the so-called command economy has greatly affected the governance and management of the universities and other institutions of higher education. As in all of the countries of the former Soviet Union and the Socialist/Communist countries of Eastern and Central Europe, the changes involved both decentralization and devolution of authority from the central government to the institution and to its management. The rise of a market economy and commercialism brought about a new level of responsiveness both to the student and family, as well as to emerging business enterprises as consumers and users of  higher education. In addition, the economic, political, and cultural reintegration of Poland with the rest of Europe, just at the time that all of European higher education was undergoing reforms in the direction of greater institutional autonomy, conformity of degrees, and more reliance on non-governmental revenues, has accelerated changes in Polish higher education.

Costs of Higher Education in Poland Borne by Parents and Students

Although the underlying legal guarantee of free education legal continues to constrain Polish universities in the diversification of revenue through the imposition of tuition and fees, there are exceptions and loopholes. Under the 1999 Act on Higher Education, a fee, not to exceed 10 percent of an average monthly salary, was authorized to pay for the verification of knowledge, the certification of qualifications, and for some “extra services.” In addition, the revised Framework Law allows State-owned higher education institutions, beginning in November 2000, to request tuition fees for selected study programs such as evening and extramural studies. Estimates of total costs borne by parents and students in both public and private sectors are shown in Table 3.
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[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Portugal
Brief description of the higher education in Portugal 
The general layout of the education system in Portugal was established in 1986 by the Framework Act for the Education System (Lei De Bases do Sistema Educativo). The system is binary, with universities and polytechnics, and both comprise both public and private institutions. Public higher education covers every part of the country. The university sector is composed of 14 institutions including both the older universities and those that were created in the 1970s. State higher polytechnic education, composed of 15 polytechnic institutes and 20 non-integrated polytechnic schools, includes agrarian higher schools, higher education schools, higher institutes of accountancy and administration, higher institutes of engineering and later higher schools of technology and management and higher schools of fine arts and design (Cerdeira, 2003). Private institutions need to be approved by the Ministry of Science and Higher Education. They are seen as capable of providing a needed geographical and disciplinary balance and as being more suited to labor market needs. Private higher education institutions developed very rapidly in the late 1980s, especially in Lisbon and Oporto and in Social Sciences and Law, Humanities and Education programs (in 2003/2004 only 13 percent of the students in private schools were in Sciences and Engineering programs). The two systems of higher education (university and polytechnic, and private and public) are linked and it is possible to transfer from one to the other. 

Portugal has one of the lowest levels of schooling in industrialized nations. Until the 1974 revolution the Portuguese higher education system was an elite system with very low enrolment rates. There were strong social disparities until the instauration of democracy in Portugal in April, 1974. Such disparities allowed only a restricted number of people to attend the four existing universities in the cities of Coimbra, Lisbon and Oporto. There were only 9,321 students in 1940/41, 24,149 in 1960/61 and 49,461 in 1970/71. 

In the mid-1980s, the idea of significantly increasing the role of the private sector gained political support as its expansion made possible an increase in enrolment rates with a minimum cost to public finances (Correia, 2002). Enrolments have greatly increased in the last few years. In 1985, only 5.8 percent of students aged between 18 and 21 were enrolled in higher education. In 1994, the number jumped to 19.3 percent. The highest growth rates were in higher education where the number of students rose by 72 percent between 1985-1986 and 1990-1991. In 2000, the gross enrollment ratio of Portuguese tertiary education reached 50.3 percent. 
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Portuguese higher education allows two different learning levels: initial learning which gives a bachelor’s degree (bacharelato) and a degree (licenciatura), and the postgraduate learning which confers the master’s degree and doctor’s degree. University education confers three kinds of graduation: degree, master and doctor. Polytechnic institutions award the degree of “bacharelato”. Specialised courses of polytechnic higher education following a prior “bacharelato” may lead to a higher degree “licenciatura”. 

The duration of these two levels of learning varies according to the degree and field of study. On average, the bachelor’s degree lasts 3 years and the licenciatura degree lasts 4 years. Nevertheless in fields of study such as engineering, fine arts and law, degrees last 5 years, whereas in medicine, they last 6 years. 

All these degrees are under discussion in Portugal as in all of Europe as part of the Bologna Process. Many program/degree changes may occur in the next several years. 

Estimated Expenses of Higher Education 
In 2001, 2.3 percent of total public expenditure in Portugal was allocated to higher education, lower than the OECD average of 2.8 percent. As a percentage of GDP, 1.1 percent was put into higher education, also lower than the OECD average of 1.3 percent. (OECD, 2004)  Expenditure per student of higher education increased 11.5 percent from 1995 to 2001. Although that of many other OECD countries decreased during the same period due to a substantial change in the GDP deflator caused primarily by an increase in oil prices. 
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Students have to pay tuition fees, which have had a tumultuous history in recent years. In the late 1960s, they amounted to 1,200 Pte (Portuguese escudos). In 1992, a Government law increased them to 57,500 Pte. In 1996, the new Government suspended this law and they were again set at 1,200 Pte [9.84$]. The situation changed again in 1997-1998 with the Law on Financing Higher Education that introduced a tuition fee equal to the minimum wage (56,700 Pte [464.75$] in 1997-1998), regardless of the students’ socio-economic situation (but the students who couldn’t afford the tuition fee could apply for government scholarships). 

As of 2003, tuition in public universities is fixed by the respective directions but within a range (€455 to 852) set by the government. However, most institutions would like to get more tuition income and almost all the engineering universities, for example, have chosen to charge the maximum tuition of €852. In the 2004/2005 the range is between €475 and €880.
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The situation is different in private higher education. Tuition in the private universities varies from university to university, but they are all about €300 per month (10 months a year) in 2003. Tuition fees are paid on a monthly basis and vary greatly according to institution and course (between 26,500 Pte [217.21$] and 46,400 Pte [380.32$] in 1997 – 1998). 
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[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Russian Federation
Education Expenditures and Tuition Fees

In 2003, state expenditure on education in Russia was 3.8 percent of its GNP (UNESCO statistics). Spending in 2006 on tertiary education stands at approximately 70 billion rubles (one-quarter of one percent of GDP -  much lower than the OECD average of 1.7 percent) (Wellhausen 2006).  State universities receive between 50 and 70 percent of their budgets from the Federal budget, 10 to 20 percent through research, 5 to 10 percent as grants and overhead, 10 to 20 percent from tuition fees, and 10 to 20 percent from different types of educational services (such as renting out facilities and additional services provided to the population).

In 1992 the Russian Federation Law on Education legalized tuition charges under conditions that were extended in the 1996 Law on Education and introduced the concept of higher education cost sharing. The first private HE institutions appeared as a result of this law. As of 2005, there are 413 private HE institutions, which account for about 15 percent of total higher education enrollment. By 2005, over 55 percent of all students enrolled in public higher education institutions paid tuition (compared to only 13 percent in 1995/96). In April 2004, the State Duma cancelled the requirement that universities have a minimum of 25 percent of students whose tuition is paid for by the State.
Russia’s tuition policy may be described as dual-track, which corresponds to its dual-track admissions policy. As mentioned above, the Law on Education guarantees the right for free access to public higher education on a competitive basis and sets the quota of students (minimum 170 students per 10,000 citizens of region) that are financed from the Federal Budget. Therefore, a certain proportion of top scoring students are awarded free tuition and scholarships (“stipend”) from the federal budget to cover their costs. However, the stipend is very low and only covers minimum expenses. 

The second track of tuition comes from students, parents, enterprises and philanthropic organizations for students who have passed the entrance exam, but have not scored high enough to qualify for state support. The Law on Education provides the legal grounds for fee admission to HE institutions. Instruction on a fee-paying basis is geared to the market value of a program and the prestige of the institution rather than the actually incurred costs. Law, economics, business management and foreign languages are the most expensive fields since they provide training for high demand careers and are most likely to attract students capable of full-cost payment. In contrast, science and engineering are the least expensive.

Many public institutions have come to depend on tuition revenues as the second major income source after state allocations. The size of additional revenue generation varies by institutions and by the year, ranging from 20 percent to 60 percent. Thus tuition policy plays an important role in the economy of public HE institutions in today’s Russia. This policy has allowed a substantial increase in enrollments in higher educational institutions. From 1992 when the policy was introduced to 2005, the system tripled enrollments.

Student Loans in Russia

In the summer of 2000, Sherbank became the first bank (14 others have subsequently set up their own loan programs) to offer loans to help student to pay their tuitions. The loans, which must be used to cover tuition fee costs, carry no governmental subsidy or guarantee, must be cosigned by the students’ parents or guardians. They carry the lowest consumer credit interest rates (18 to 20% as the lower rates are generally accompanied by bank commissions for transfer and debt service)  and are repayable over a 5 to 10-year period after graduation (interest must be paid during in-school years). By the end of 2004, only 3,000 student loans had been issued (Wellhausen 2006).

In 2004, the Kredo student loan scheme [www.prokredo.ru] was started by the Crane Company in close co-operation with the bank Soyuz to provide young people with access to high quality education in leading Russian universities. At present, Kredo is working with 18 universities.  The scheme has the following loan characteristics:

· simplified loan procedures; 

· loan given in US dollars fully covering all study costs; 

· no guarantee or co-signatory requirements; 

· interest rate of 10 percent; 

· grace period during in-school years; 

· long-term repayment period – up to 10 years after graduation. 

The Crane company guarantees the loans, thereby setting students free from additional requirements, such as parental co-signatories or other guarantors, and pledges.

In 2005, the RF Ministry of Education and Science set up an expert group to develop a Concept of state support for student loans. The group consisted of high officials, representatives of the university community, and businessmen (including Mr. Mikhail Matrosov, Director-General of Crane). The first stage of the Concept would include the implementation of an experimental state supported student loan program in 2007-2010. The second stage would be legislation in support of such a program.

On August 10, 2006, the RF Government approved the Concept. Within the framework of the four year experiment, three kinds of student loans (2.5 thousands loans per year) will be available: 

· general – a payment for the first higher education degree; 

· additional – a payment for further education; 

· accompanying – a payment for accommodation, meals and other expenses accompanying study. 

While the loans will be given by banks under the guarantees of the guarantor companies (like Crane), the state will be obliged to participate by 10 percent guarantee of the volume of the loans given.

[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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Sweden

A Brief Description of the Swedish Higher Education System 
The higher education system in Sweden is very much a function of several national characteristics including its small population, ethic, religious, and cultural homogeneity, political stability and an ideology of democratic socialism, preference for social benefits for all, coupled with progresses income taxes, strong central government and relative affluence (Johnstone, 1986:87). These characteristics have meant that social equality in higher education is an important objective in many policies and reforms over the past fifty years that are aimed not just at eliminating financial barriers to education, but also at actively drawing students from underprivileged social backgrounds into the higher education system (Eurydice, 1999:169). 

The most important of these were the financial reforms of the mid-1960s and the reforms enacted in the Higher Education Act of 1977. The former included the creation of a new support system made up of grants and loans that enshrined the principle of student financial independence from their parents. The latter reforms included the establishment of a unitary system of higher education that used, to some extent, age and work experience as a partial alternative to academic credentials for access to higher education, the establishment of six higher education regions, each with a university, to decentralize planning and decision making and the establishment of new governing units with members from the faculty, the student body, nonfaculty employees and the public (Johnstone, 1986:89). 

More recently, in 2001, the Parliament passed an open higher education bill to broaden access  and introduce new paths to higher education. As part of its efforts to broaden access, the Government has stated its objective of seeing that 50 percent of each age cohort embark on higher education by the age of 25 (Salerno 2002, 21). In 2003/04, the participation rate was approximately 47.3 percent (Hogskoleverket 2005). 

In Sweden all higher education is undertaken at universities and university colleges with no distinction made between university and non-university education (Ortelius, 2002, website). Ninety percent of undergraduate studies, post-graduate studies and research are carried out at the 13 state universities and the 23 university colleges. Alongside the public universities and colleges there are a small number of privately run higher educational institutions that receive government grant funds. These include the Stockholm School of Economics, Chalmers University of Technology and the University College of Jonkoping. In addition to these, there are some ten smaller private institutions with the right to award certain degrees of higher education (Embassy of Sweden website). 

Distance learning, mainly in the form of correspondence courses, has a long tradition in Sweden. Today most universities and other institutions of higher education offer varying amounts and types of studies on this basis. The courses are planned in such a way as to enable people to pursue their studies unencumbered by place of residence, work or family status (Embassy of Sweden website). 

Admission to higher education is guided by numerous clauses wherein the government fixes quotas for each discipline. However, the new Higher Education Act and Higher Education Ordinance of 1993 aim to reduce the overall influence of the central government. Responsibility for the admission and selection of students rests with the universities and university colleges themselves. For the selection of students, one or more of the following criteria are applicable: school marks, results on the university aptitude test (which is common for all institutions of higher education) or a special admissions procedure (e.g. interviews), previous education which may be relevant to the higher education applied for, and work experience. 

From the late 1970s to the late 1980s the Swedish higher education system had a nearly constant capacity with a total number of entrants of between 40,000 and 45,000 per year. Thereafter, there has been a steady expansion of the total number of places for undergraduate studies. By 2004, student enrollment had increased to 302,600 Hogskoleverket 2005). 

In the 1990’s roughly 30 percent of young people went on to higher education within three years after completion of their upper secondary schooling. Apart from students coming straight from school, the post-secondary student population includes a relatively large proportion of mature students, i.e. students who have previously acquired various amounts of work experience (Embassy of Sweden website). In 2004, about half of higher education students were over 25 years old and the proportion is increasing (Hogskoleverket). 

Estimated Expenses of Higher Education in Sweden 
Higher education in Sweden is free of charge for all students except for a small fee paid to the student union for social services (ESTIA website). Approximately 86 percent of the funding for undergraduate programs comes from state grants. A fundamental principle in Swedish higher education is that all students who need help to finance their studies should receive assistance from the central government for this purpose. This aid takes the form of student grants and loans. Study assistance consists of a non-repayable grant plus a larger repayable loan. The non-repayable grant is about 30 percent of the total amount and, like the loan portion, is inflation-indexed. Table 1 shows the student assistance available to full time students in the 2004/2005 academic year. 

Repayment of the study loan is made in the form of annuities and begins not less than six month after the final receipt of study assistance. The maximum payment period is 25 years or until the age of 60. The interest is compounded starting from the first payment. Since 2001, all borrowers must pay at least 5 percent of their income towards loan repayment. The annual amount of the payment normally increases every year by 2 percent. The government fixes the rate of interest annually at the government rate of interest minus a 30 percent subsidy. Interest payments are not tax-deductible (Usher 2005). The loan system also permits income-contingent repayment schemes. 
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To receive such assistance, a student must fulfill certain requirements. For example, the grants and loans may be reduced if the student’s own income becomes too substantial. However, no account is taken of the economic situation of the student’s parents or spouse. A student is entitled to the higher grant if he/she is 25 or older and attending a municipally run course of adult education studies. The supplementary loan is available to students who are studying full time and have received a certain income during the twelve months that preceded the initiation of their studies. They may receive this loan for a maximum of 120 weeks. A person aged 50 or over cannot, as a rule, receive study assistance and entitlement to loans is reduced for students over 41 years of age. In general a person may receive study assistance for a maximum of twelve terms (six years); exceptions can be made, for instance, in the case of graduate students. 
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[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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United Kingdom
Background
Higher education in the United Kingdom is a devolved matter (since 1999 for Scotland and 2004 for Wales) and each constituent country sets its own policy and decides its own funding methodology via its individual funding council (Higher Education Funding Council for England, Scottish Funding Council, Higher Education Funding Council for Wales and the Department for Employment and Learning in Northern Ireland). 

The nineteenth-century British higher education was fundamentally a private endeavor. In the twentieth century, in terms of the fiscal base the British universities were converted into state dependencies. Universities are now generally considered public. Despite fiscal dependency on state funds, higher education institutions in the United Kingdom are legally independent and determine their own admissions policies. Each institution has a funding agreement with its funding council that lays out student number targets.

In the late 1960s, following the famous Robins Report, the Government began an expansion of higher education that depended mainly on the creation of polytechnics: a new, distinctly non-university sector, locally-controlled and financed, featuring more practical and technical subjects, and granting degrees only through the centrally-chartered National Councils for Academic Awards. Through the 1980s, the Polytechnics were separated from local governmental control, given more autonomy, and generally brought closed to the British university model. In 1992, the binary line between the universities and what had been the polytechnics was officially abolished, leaving a single university sector for the UK, with 125 universities (counting separately the constituent entities of the Universities of Wales and London--96 counting these as single universities) (Universities UK, 2005).

There has been a rapid expansion in UK higher education sector during the last three decades. Full-time undergraduate student numbers increased by almost 70 percent between 1989 and 1995 and by 21 percent between 1994/95 and 2003/0 (Eurydice, 1999 and Universities UK, 2005). In 2005/06 there were more than 1.7 million students studying in higher education institutions (broken down by country in Table 2 below) and the participation rate was about 44 percent (Universities UK, 2005). 

During the rapid expansion period of the higher education sector between 1989 and 1997, public per student funding fell by around 36 percent (this trend was only reversed in 2000/01), putting considerable pressure on universities and colleges. In other words, expansion in student numbers in the last decade was not matched with increased funding (Eurydice, 1999). By 2005-06, total government spending on higher education reached £6.5 billion (Universities UK, 2006).

Against this background and the other related issues, in May 1996, the National Committee of Inquiry into Higher Education was established, by agreement between the main political parties, to make recommendations on how the purposes, shape, size and funding of higher education, including support for students, should develop to meet the needs of the United Kingdom over the next 20 years (Eurydice, 1999). 

Concerning funding of higher education, the Committee made a number of recommendations in its report, Higher Education in the Learning Society – The Report of the National Committee of Inquiry into Higher Education, including a proposal that full-time students in higher education should pay some of the costs of their tuition fees (Eurydice, 1999). In response to the Dearing Report (named after the Chairman of the Committee), in 1997, the Government announced means-tested contributions to tuition fees by full-time home and EU undergraduates, introduction of a new system of income contingent loans and the abolition of maintenance grants (CVCP, 1999). Revenue generated from student fees and maintenance was destined to be spent on supporting improved access and higher standards in further and higher education (Eurydice, 1999).

Consequently, in the 1998/99 academic year tuition fee of £1,000 was introduced to full time UK and EU undergraduate students and increased yearly to keep pace with inflation. How much of the tuition fee a student paid depended on assessed family residual income and students from the lowest income families did not pay tuition fees (CVCP, 1999).

A new level of regional autonomy was granted to Scotland in 1999 and the new Scottish Parliament began to work immediately to roll back tuition fees in Scotland. By 2001, up front tuition fees were abolished in Scotland and replaced with an income contingent loan (referred to as a graduate contribution) that would be paid after graduation (see Scotland below).

On January 22, 2003, Charles Clarke, the Secretary of State for Education and Skills, announced the publication of the White Paper, “The Future of Higher Education” that set out the governments’ plans for radical reform and investment in universities and higher education colleges. In terms of higher education finance and the UK’s cost sharing strategy, the White Paper sought to increase resources available to higher education institutions without jeopardizing the government’s access goals. 

After extensive public consultation, the Higher Education Act was passed in 2004 that, among other things, gave those English universities that have signed an Access Agreement with the new Office for Fair Access the power to charge a student contribution of between £0 and £3,000 per year for each program of study starting in September 2006. Maximum fees may not rise by more than the rate of inflation before 2010 at the earliest. The Act abolished the up-front payment of tuition fees and replaced such payment with a new income contingent loan scheme that allows every student to defer payment of their fees until after they have graduated and have started to earn a minimum of £15,000. Payment is through the tax system linked to ability to pay. Each Access Agreement identifies the steps that the university will undertake to improve access including the provision of financial help so that students from all backgrounds apply.

The Higher Education Act 2004 also gave the National Assembly for Wales powers to decide what tuition fees and student support will apply in Wales. In order to review policy options, the Welsh Executive commissioned an independent report (the Rees report) on the devolution of the student support system and tuition fee regime in Wales (Rees, 2005). The Rees report proposed the introduction of deferred flexible fees along the lines of the English system accompanied by a National Bursary Scheme that would award means-tested, targeted bursaries to low-income students. 

After extensive debate, a cross-party deal in the Welsh assembly concluded the long debate about tuition fees in Wales. In the 2006/07 academic year, higher education institutions in Wales are charging £1,200 and the annual deferred flexible fee will start for the academic year 2007/08. Starting in 2007, when the flexible fee is introduced, all Welsh students (irrespective of income) studying at a Welsh institution are entitled to a fee grant of up to £1,800 to be paid directly to the institution. (See below for more on Wales.)

In Northern Ireland, the Higher Education (Northern Ireland) Order 2005 passed in April 2005 introduced variable deferred tuition fees from 2006 along the same lines as those introduced in England.
Tuition Fees in the United Kingdom
	 
	Maximum tuition fee charges

	 
	2006/07
	2007/08
	2008/09

	England
	£3,000
	£3,000
	£3,000

	Wales
	£1,200
	Flexible fees(up to £3,000)
	Flexible fees(up to £3,000)

	Scotland
	£1,700/4 years 
	 
	 

	Northern Ireland
	£3,000
	£3,000
	£3,000


England and Northern Ireland
Student Financial Assistance

The higher education reforms also changed the student financial assistance system. Students in England and Northern Ireland may pay their tuition fees up-front or apply to the Student Loans Company (via their Local Authority) for a student loan for tuition fees. The Student Loans Company pays the student fees directly to the college on the student’s behalf. The loans accrue interest (2.4 percent in 2006), which is linked to the rate of inflation in line with the Retail Prices Index. The loan becomes due for repayment when the students have left higher education and are earning more than £15,000 per year. Borrowers must pay 9 percent of their income each year that is over £15,000.

Grants and Loans for Living Costs
	Household Income
	£17,500
	£26,500
	£37,500
	£50,000

	Maintenance Grant
	£2,700
	£1,200
	Nil
	Nil

	Student loan for maintenance*
	£3,200
	£3,200 
	£4,400
	£3,300

	Total each year 
	£5,900
	£4,400 
	£4,400
	£3,300

	Help from colleges and universities
	Many colleges and universities offer non-repayable bursaries.


* These are estimates for students living away from home but not in London. There is a loan maximum of £6,170 for students living away from home in London. 
Financial assistance is also available for living costs. A means-tested non-repayable Maintenance Grant of up to a maximum of £2,700 (maximum of £3,200 in Northern Ireland) is available. Students with annual family incomes exceeding £37,500 may not receive maintenance grants, but are eligible to receive student loans for maintenance. See table 4 for more details. 

The means-tested maintenance loans currently carry a 2.4 percent interest rate reflecting current inflation rates and, like the deferred fees, are repayable once the student has left university and starts earning more than £15,000 per year. Repayments (linked to earnings) are done through deductions made through the PAYE tax system by the employer. Loan balances for both tuition fee and maintenance loans are written off after 25 years from commencement of repayment.

Those English and Northern Irish institutions that charge more than £2,700 per year in fees must provide additional bursaries of at least £300 to students who are eligible for the full maintenance grant of £2,700.
England and Northern Ireland
Higher Education Expenses Borne by Parents and Students
First Degree, Academic Year 2006-07
[National currency (English Pound) converted to $US by 2005 PPP] 

	 
	 
	Public (outside London)**
	Public (London)***
	Northern Ireland

	Instructional Expenses 
	Tuition*
	£2,584
US$ 
	£2,584 
US$
	£2,584
US$

	
	Other Fees
	NA
	NA
	NA

	
	Books and Other Educational Expenses
	£320
US$510
	£320
US$510
	£447
US$729

	
	Subtotal Costs of Instruction
	£2,904
US$4,630
	£2,904
US$4,630
	£3,013
US$4,805

	Student Living Expenses
	Lodging
	£3,500 
US$5,582
	£4,000
US$6,380
	£2,500
US$3,987

	
	Food
	£800
US$1,276
	£1,460
US2,330 
	£1,400
US$2,230

	
	Transportation
	£320
US$477
	£400
US$640
	£400
US$640

	
	Other Personal Expenses
	£1,500
US$2,390
	£1,500
US$2,390
	£2,500
US$3,990

	
	Subtotal Cost of Student Living
	£6,120
US$9,760
	£7,360
US$11,740
	£6,800
US$10,845

	Total Costs
	 
	£9,024
US$14,392
	£9,024
US$14,392
	£9,813
US$15,650


*At an interest rate of 2.4 percent compounded over three years of school and 2 years of working (assuming it takes two years to reach earning level of £15,000), the loan amount at initiation of repayment would be £3,378 present value of which is £2,584.
** 8 month calendar like University of Cambridge and University of Liverpool
*** 9 month calendar London South Bank University
Scotland 

A new level of regional autonomy granted to Scotland in 1999, including a new Scottish Parliament, began to work immediately to roll back tuition fees in Scotland. Following the Parliament's Cubie Report, through a scheme called the Graduate Endowment Scheme, up-front tuition fees for new Scottish students studying in Scotland were abolished starting in 2001/02. In place of the tuition, students are required to pledge to "contribute" after graduation £2,289 (2006-07) to an entity called the Graduate Endowment Fund of Scotland. Students may pay their Graduate Endowment contribution in a lump sum upfront, pay part of it upfront and apply for a student loan for the rest or apply for a student loan from the Student Loans Company for the full amount. Payments toward this "contribution obligation" begin as soon as the graduate's annual income reaches £15,000 [$15,267], and may then be made on an income contingent basis, conforming to the provisions of the UK income contingent student loan plan (rate of interest of 2.4 percent). Some students, such as mature students (defined as students over 25, married students and students who have been self-supporting for three years) are exempt from paying the Graduate Endowment Contribution.

Support is also available for living costs. Students may apply for the mean-tested Young Students’ Bursary of £2,455 for living costs and for the partly means-tested student loan for living costs (maximum of £4,300 if living away from home and £3,405 if living at parents home). Mature students may apply for partly income assessed student loans for living costs (up to a maximum of £4,300 for a 30 week course) and income assessed non-repayable supplementary grants.

Higher Education Expenses Borne by Parents and Students in Scotland
First Degree, Academic Year 2005-06
[National currency (English Pound) converted to $US by 2005 PPP] 

	 
	 
	High Public
	Low Public

	 
	Effective Tuition**
	£405
US$645
	£405
US$645

	 
	Books & Other Educational Expenses
	£200
US$318
	£200
US$318

	 
	Subtotal Costs of Instruction
	£605
US$964
	£605
US$964

	Student Living Expenses 
	Lodging
	£ 4,636
US$7,393
	0

	
	Food
	£685 
US$1,092
	£685 
US$1,092

	
	Transportation
(Commuting)
	£380
US$606
	£ 380
US$606

	
	Other Personal Expenses
	£1,400
$ 2,232
	£ 1,400
$2,232 

	 
	Subtotal Cost of Student Living
	£ 7,100
$11,323
	£ 2,465
$ 3,930

	Total
	 
	£7,705
$12,288
	£3,070
$4,896


Low public: living at home with parents
High public: living in single room dormitory with board included
* OECD (January, 2001). Purchasing Power Parities. Main Economic Indicators.
http://www.oecd.org/std/ppp1.pdf
** Discounted present value of one-fourth of Graduate Endowment Contribution (£554 = 405 £) at an interest rate of 2.4%.
Under the theory that mandatory charges for attending an institution of higher education are properly called "tuition" even if they may be deferred until after graduation--and in the case of Scotland, even if they must be deferred until after graduation, we have included a "tuition" estimation for Scotland even though there is no "up front" tuition fee. The annual "tuition" estimation was arrived at by finding the present value of one-quarter (£554) of the £2,216 after-graduation mandatory contribution at an interest rate of 2.4 percent and a discount rate of 4.75 percent. 

Wales
Following in the footsteps of Scotland, the Higher Education Act 2004 gave the National Assembly for Wales powers to decide what tuition fees and student support will apply in Wales. In the 2006/07 academic year, higher education institutions in Wales will charge £1,200 and an annual deferred flexible fee from academic year 2007/08. Starting in 2007, when the flexible fee is introduced, all Welsh students (irrespective of income) studying at a Welsh institution are entitled to a fee grant of up to £1,800 to be paid directly to the institution. A Welsh student who studies elsewhere in the UK will be charged fees according to the fee regime in the country of study and will be eligible for a loan from Student Finance Wales to cover these fees that will be repaid in the same way as the student’s study loan.

Welsh students from families whose annual income is less than £37,425 are entitled to means tested Assembly Learning Grants to meet general living expenses. Students from families with annual household income of £17,500 or less are entitled to the full £2,700 grant while those from families with income between £17,501 and £37,425 are eligible for partial grants. Student loans are also available to cover living costs. The amount a student may borrow depends upon his/her household income as 25 percent of the loan is income-assessed. In 2006/07, the maximum loan rates mirror those in England and Northern Ireland (maximum of £6,170 for students living in London; £4,405 for those living elsewhere; and £3,415 for those living at home).

Additional financial contingency funds are also available through a student’s college or university. The fund allows the institution to award discretionary assistance to students who are experiencing financial difficulties or who would not otherwise be able to afford higher education. 

Wales, Higher Education Expenses Borne by Parents and Students
First Degree, Academic Year 2006-07, 9 months
[National currency (English Pound) converted to $US by 2005 PPP]
	 
	 
	Public *
	Public **

	Instructional Expenses
	One Time Fees
	NA
	NA

	
	Tuition
	1,200
US$1,915
	1,200
US$1,915

	
	Other Fees
	NA
	NA

	
	Books and Other Educational Expenses
	250
US$400
	250
US$400

	
	Subtotal Costs of Instruction
	1,450
US$2,310
	1,450
US$2,310

	Student Living Expenses
	Lodging
	2,600 ***
US$4,145
	0

	
	Food
	900
US$1,435
	720
US$1,150

	
	Transportation
	150
US$240
	0

	
	Other Personal Expenses
	1,600
US$2,550
	1,600
US$2,550

	
	Subtotal Cost of Student Living
	5,250
US$8,375
	2,320
US$3,700

	Total
	 
	6,700
US$10,685
	3,770
US$6,010


*data from a survey of 1st and 2nd year students studying at Cardiff University: living in university accommodation. Available at: http://www.caerdydd.ac.uk.
** data from a survey of 1st and 2nd year students studying at Cardiff University: living at home
*** One meal per day
[From database of the International Comparative Higher Education Finance and Accessibility Project, State University of New York at Buffalo. http://www.gse.buffalo.edu/org/inthigheredfinance/index.html]
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ANNEX II

Footnotes for Text Table 1
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