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Commonwealth Funding for Schools Since 1996

Introduction

The considerable debate since 1996
about Commonwealth expenditure
on schools has been driven by
policy changes that have
significantly restructured
Commonwealth funding and
influenced the relative funding
share between the government and
non-government school sectors.
This Research Note briefly explains
these policy changes and the trends
in Commonwealth funding for
schools since 1996.

Commonwealth Funding

The Commonwealth Government is
aminor provider of funds for
government schools. It estimates
that its Specific Purpose Payments
(SPPs) are approximately 12 per
cent of all governments' expenditure
on government schools. With regard
to non-government schools, the
Commonwealth Government is a
substantial funder and estimatesits
contribution as 45 per cent of total
support (including private
expenditure).? In 2002-03 estimated
SPPs for schools will total $6
billion, of which 66 per cent will be
allocated to non-government
schools.

The Commonwealth funds
government and non-government
school students at different rates
which are percentages of its
estimated average cost of educating
a student in a government school
(known as the AGSRC). ?
Government school students are
funded at aflat rate of 8.9 per cent
of AGSRC for primary school
students and 10.0 per cent for
secondary school students. Funding
for non-government school students
ranges from 70.0 per cent to 13.7
per cent of AGSRC. Catholic
systemic school students® attract
funding at the rate of 56.2 per cent
of AGSRC (51.2 per cent for the
ACT Catholic school system).®

Policy Changes

One of thefirst changes the
Coalition Government introduced
was the abolition of the New
Schools Policy (NSP). The abolition
of the NSP removed
Commonwealth minimum
enrolment requirements and other
funding restrictions placed on new
non-government schools which had
had the effect of constraining the
growth in numbers of new schools
in that sector. From 1997 new non-
government schools have mainly to
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satisfy State and Territory
Government registration
requirements to be eligible for
Commonwealth recurrent funding.
The number of new school
applications approved nearly trebled
in the first year of the NSP's
abolition but since then these
numbers have stabilised to those
similar to pre-1997. ’

Another change was the
introduction of the Enrolment
Benchmark Adjustment (EBA), a
mechanism which adjusts general
recurrent grantsin response to shifts
in the ratio of non-government to
government school students from
the 1996 enrolment ratio. Prior to
2001 the amount of the EBA
liability (the amount by which
general recurrent grants to
government schools is reduced) was
returned to Consolidated Revenue.
Now these funds are available to
those States that incur an EBA
liability as grantsto foster scientific,
mathematical and technological
skills.® From 1997 to 2000 the EBA
liability totalled $92.6 million.®

The most significant policy change
occurred in 2001 with the
introduction of the

Actual expenditure(a)

'Real' expenditure(b)

Gov't schools Non-gov't schools All schools Gov't Non-gov't All

Amount Prop'n Amount Prop'n Amount schools schools schools

($m.) (%) ($m.) (%) ($m.) ($m.) ($m.) ($m.)

199596 1427.6 42.2 1953.0 57.8 3380.6 1609.5 22018 3811.2
199697 1533.1 415 21578 58.5 3691.0 1690.7 2379.6 4070.4
199798 1594.3 39.5 2 446.7 60.5 40411 1733.0 2 659.6 4392.7
1998-99 1669.9 38.5 26716 61.5 43415 1807.8 28922 4700.0
19992000 1768.4 38.3 2 846.5 61.7 4614.9 1878.0 3023.0 4901.0
2000-01 18275 35.4 33395 64.6 5167.0 1860.8 3400.3 5261.1
2001-02(c) 1935.6 34.7 3643.7 65.3 5579.4 1935.6 3643.7 5579.4
2002-03(c) 2020.4 33.8 39575 66.2 5977.9 2020.4 39575 59779
2003-04(c) 2 149.6 33.0 4354.8 67.0 6 504.4 2 149.6 4354.8 6504.4
2004-05(c) 2276.3 32.8 46735 67.2 6 949.8 2276.3 46735 6949.8
2005-06(c) 2409.9 324 5024.1 67.6 7 434.0 2409.9 5024.1 7 434.0

(@) Includes recurrent expenditure and capital funding. (b) Using Implicit Price Deflator for Non-farm Gross Domestic Product, base: 1999—
2000 =100.0. (c) Estimates. Source: Answer to DETY A Question No. E501, Senate Employment, Workplace Relations, Small Business and
Education Legislation Committee, 19992000 Supplementary Additional Estimates Hearing; Final Budget Outcome, various; Federal
Financial Relations, various (Budget Paper No. 3).




Commonwealth's new system of
funding non-government schools.
Previoudly schools had been funded
according to a measure of their
capacity to generate funds on their
own behalf. *® Now non-government
schools (excepting Catholic
systemic schools) are funded
according to the socio-economic
status (SES) of their school
community. Thisisameasure of the
community's capacity to support its
school. Schools that are entitled to
less funding under the new system
have their funding maintained in
real terms at their 2000 level
Estimates put the cost of the new
system at $815 million by 2004.%

Since 2001 new non-government
schools a'so attract additional
assistance in the form of
establishment grants, a per capita
entitlement for each full-time
equivalent student of $500 for the
first year of operation and $250 for
the second year. An estimated $11.9
million will be appropriated for
these grants during the 2001-2004
program years.” Thereis no
commensurate Commonwealth
assistance for new government
schools.

Expenditure Trends

Commonwealth funding for schools
has continued to grow since 1995—
96. SPPs have increased in red
terms from atotal of $3.8 billionin
1995-96 to an estimated $5.6
billion in 2001-02. Over the period
2001 to 2004 it is estimated that 78
per cent of the increase in total
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Commonwealth funding for schools
will be due to supplementation and
indexation, 13 per cent will be
attributable to enrolment and
beneficiary growth,* and 9 per cent
will be new money.™®

While Commonwealth funding
during this period hasincreased in
real terms for both government and
non-government schools, the share
of funding between the two school
sectors has changed. The share for
government schools has dropped
from 42.2 per cent in 1995-96 to an
estimated 34.7 per cent in 2001-02.

The growth in full time equivalent
(FTE) non-government school
enrolments is one element
accounting for this shift. From 1996
to 2001 enrolments increased for
both school sectors, with the non-
government school share increasing
from 29.3 per cent to 31.2 per
cent.’®

The shift in Commonwealth funding
between the two sectorsisalso
reflected in Gross Domestic Product
(GDP) figures. From 1996 to 2000
the government school sector share
of estimated Commonwealth
spending on schools as a proportion
of GDP remained static at 0.26 per
cent. The non-government sector
share grew by 21.6 per cent, from
0.37 per cent to 0.45 per cent. '’

Future Trends

The current trends in
Commonwealth funding for
schools, with an increasing
proportionate share for the non-

government school sector, is
expected to continue.

Forward estimates indicate that by
2005-06 SPPsfor schools will total
$7.4 billion, an increasein rea
terms of $3.6 billion or 95 per cent
since 1995-96. This represents a 50
per cent increase in real funding for
government schools and 128 per
cent for non-government schools.

In terms of GDP, by 200405 it is
estimated that Commonwealth
schools expenditure will amount to
0.81 per cent of GDP, with
expenditure on government schools
accounting for 0.28 per cent and
non-government schools 0.53 per
cent. *®
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