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Cost-sharing reform of tertiary education
in China and its equity impact

Catherine Yan Warig

Abstract: China has made huge strides in expanding accebigher education
since the 1980s. The main approach to achieve highsr education was cost-
sharing reforms of tertiary education. This artiel@mines the policy reforms that
affected tuition, fees and subsidies for tertiarydents since the end of the 1980s
and looks at the effects in terms of equity andceasclt also examines institutional
responses to the various policy changes as theyeimoh for state funds. Using
relevant literature, officially published statisticdata and results from the related
surveys, it identifies the patterns of inequalitpyaang four disadvantaged groups.
Finally, it analyses the major determinants/coniigios to inequality of access to
higher education including state and institutiomallicies and practices, and
tuition-related and student-support related factors
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Introduction

China has made huge strides in expanding accelkigtier education
since the1980s. Over a span of less than 20 yisaraumber of students in
tertiary education doubled that of the United $tated became the largest
body of tertiary education students in the worldNESCO Institute for
Statistics, 2011). During this time, China shiftedm a system of free
tertiary education to a cost-sharing system. Thé $b cost sharing,
however, altered the demographics of students,ahasging equity.

This article first places education reforms in diigtal context and then
outlines the history of education policy reformsca the early 1950s, and
discusses how these have affected equity. It exasnithe major
determinants/contributors to inequality of accesshigher education by
looking at state policy changes regarding publinding schemes, the
changing costs and increased demand, HEI practmed, public and
private mechanisms to aid in educational costs.

Historical context

After the foundation of the People’s Republic ofilizh the tertiary
education system focused on restructuring univessiand colleges and
building new public institutions. Nonetheless, itest enrolment progressed
slowly in the 1950s and 1960s and even stallednduthe Cultural
Revolution (1966-1976). Tertiary education develepin gathered
momentum after the government repositioned the obleducation and
higher education in economic and social developnagt launched the
strategy of revitalising the country through scierand technology and
education in late 1978, parallel to the initiatminthe “opening and reform
programme”. The university entrance examination keasstituted in 1978.
The competition for limited places in universitiasd colleges, especially
prestigious ones, intensified after 1978. Eagermggssv for children to
attend university with the introduction of the octald policy. At the
beginning of the 1990s, the government was comditte advancing
higher education by building first-class universti and expanding
enrolment, thus tertiary enrolment increased draltyi (Figure 1).
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Figure 1. Increased enrolment in tertiary educatiostitutions (1949-2008)
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Source: Yang, D. and R. Zhang (2011), “60 nianzlabngguo gaodeng jiaoyu dazhonghua
jincheng”, [The development of mass higher educatio China for sixty years], in
Zhongguo Jiaoyu Kexue 2010 [China Education Sciefid®]2 China Education Society
(Ed.), People Education Press, Beijing, p. 377.

The entry rate at the tertiary level was 1.2% ii8Q@nd by 2009 it
rocketed to 24.2%, with an annual average growth o& 9.1% between
1978 and 2009 (Yan, 2010). In terms of numbers, térgary student
population grew from 856 000 in 1978 to 21.447 ionllin 2009 (Table 1).

Figure 2. Scale of tertiary education institutidmg type, of institutions (2009)

Number of institutions Enrolments Full-time teachers

Colleges 1090 9648 059 896 013
Regular Higher Education (Undergraduate) 1215 11 798 511 395016
Adult Education Institutions 384 2014776 50 402
Non-governmental Institutions 812 4 461 395 222008

Source: Department of Development and Planning, isityn of Education (2010),
Educational Statistics Yearbook of China 2009, Pestducation Press, Beijing.

At the same time, China shifted from a planned eognto a market
economy. Market forces penetrated, to a significdegree, into every
lifestyle (Lieberthal, 2004, p. 290). Fee chargwgs introduced into
primary, secondary and tertiary education by thevegument to
compensate for declining government education elipmes, which were
lagging behind growing enrolment.
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Market forces also changed the nature of relatipsshetween the state
and individuals (Lieberthal, 2004, p. 290). Befdhe reforms, tertiary
graduates were assigned a job by the state arttedllan urban residence
(hukou in Chinese, which is linked with urban wedfand implicit social
status) and the fringe benefits of status as “statdres” — comparable to
the status of public servants. After the reforrestidry graduates lost this
status and employment and living quarters becaraerébponsibility of
individuals.

Reform of tuition fees and subsidies

The reform on public subsidies for tertiary studeint China is parallel
to the reform on tuition and fees. Through sixtangeof reform, China has
shifted from a system of free higher education ¢ost-sharing system with
a range of student support schemes. A summary ai eea of reform
highlights the changes and achievements that tea/¢ol the present mass
high enrolment in HEIs in China and how this hasnged the equity
demographic.

0 1952-1970s: Free tertiary education and univerdaldemt grant

("People’s Grant” period)

- public HEIs exclusively funded by the state;

- no fees, state covers all costs;

- state-planned enrolment numbers;

- students receive a monthly grant (allowance);

- accommodation supplied by the state; and

- upon graduation, students were assigned to wovkradus “units”
(employers).

0 Mid-1970s — 1984

- increased enrolment led to declining governmenti$uio maintain
the People’s Grant;

- living standards rose, giving way to increased deinir higher
education;

- the state limited the People’s Grant to studerasfiow-income
families on a means tested basis; and

- the intended recipients of the People’s Grant cedufrom 75%
students to 60%.
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0 1983-1988: Inception of fee-paying students anditédro of student
grant

- structural reform in 1985 led to three admissiscizemes:

i) state-planned enrolment,

i) contracted enrolment with employers, and

iii) fee-paying enrolment.

- the People’s Grant was abolished and replaced &y‘ghople’s
scholarships” in 1986, which went through severehesnatic
changes through the end of the 1980s;

- student loan scheme introduced by the state; and

0 1987 marked the commencement of a new system thsitdeminated
by scholarships and loan aids, complemented byidpls a small

proportion of student with financial difficulty (Wig, Y., 2010: 50).

0 1989-1993: Development of three enrolment schemasd a
decentralisation of fee charging:

- fee charging started in all tertiary institutionasbd on a 1989
policy document that mandated charging all tertiingents tuition
and boarding fees (with the exception of those letran teacher
education programmes);

- three enrolment schemes emerge, each with a diffeost-sharing
responsibility component:

i) state-planned scheme — students admitted bysthge-planned
enrolment scheme pay tuition while the universigvides accommodation
and food tickets on monthly basis;

i) contracted scheme — employers responsible fatioh and
miscellaneous institutional fees for students déedolLinder contract with
employers; and

i) fee-paying students’ scheme — students payediicational costs,
including tuition and fees specified by the higleslucation institutions
(Xiong, 2010: 101).

After these changes, the era of free higher edutdtirmally ended in
China and all students were responsible for pagittger portions or all of
their university education.

During this time, tuition fees rose, increasing leden on students and
state resources. The government created new furtisugnels more in line
with the development of a socialist market econdiWang, 2010, p. 50;
Brandenburg & Zhu, 2007). In addition, fees wengyddy decentralised,
and the provincial level governments set their aates and standards.
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Unsurprisingly, the higher tuition fees in combinatwith the rising prices

increased the financial burden faced by tertianydents, which led to

another era of change.

0 1994-1997: Unification of three enrolment schemed aniversal fee-
paying system

- introduction of government pilot scheme to unife t& admission
schemes and fee standards in 37 ministry-affiliategersities and
extended to all HEIs by 1997 (Xiong, 2010, p. 100);

- fee-charging standards were set on the basis ohlaetlucation
costs of different higher education institutiorekihg into account
the economic development of the local region, thadiions of the
higher education institutions; and individual affability factors;

- tuition and fees kept rising, at an annual grovdte rof 20% on
average between 1990 and 1997,

- the percentage of the government allocation in dnigiducation
expenditure decreased; and

- the contribution of the tuition and fees from stmideincreased
progressively.

0 1998-2012: Rapidly expanded enrolment and develaprok student
support systems

- rapid expansion of tertiary education after staikicp changes to
stimulating economic growth after the Asian finahairisis;
tertiary enrolment rose about 47% to 1.56 milliconi 1.08
million in 1998 to 1999;

- gross enrolment increased from 9.8% in 1998 to 828w in 2009
(Table 2); and

- tuition and fees charged by HEIs rose to make uprdsource
shortage due to insufficient public funding (Fig®).

Although new forms of subsidies (scholarships) grathts were introduced
in the 1980s and 1990s after the abolition of teedk’s Grant, public
subsidies available to students were few and instarg. Moreover, the
total amount relative to expenditure on tertiary@dion was minimal.
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Table 2. Rapid expansion of higher education sy$1€v8-2009)
1978 1980 1985 1990 1995 2000 2005 2007 2009

Number of reguiarHEIs 598 675 1016 1075 1054 1041 1792 1908 2305
ol cuePugnachoel 0856 1444 1703 2063 2906 5561 15618 18850 21447
enrolment (milfions)

Sy EEIET ke 156 12 280 3.4 72 125 20 230 242

for ages 18-22 (%)

Source: Development and Planning Division, Educatizepartment (2010), Educational
Statistics Yearbook of China, People’s Education sBre Beijing,

http://tongji.cnki.net/overseas/engnavi/HomePagex@&l=N2012010030&name=YZKRM

&floor=1

It was not until the beginning of the 2&entury that a wide choice of
student-assistance schemes were developed thromgh @ a public loan
funds, commercial banks and grants (OECD, 201042). The system
essentially comprises five components:

1. Scholarships: Scholarships sponsored by the, st& institutions,
and private entities and individuals. The formerotare funded by
governmental allocation.

2. Loans: Includes commercial and public loans. Towener are
provided by the commercial bank (lender) for praifibking purpose, and
the latter are provided or issued by the governni@nassisting students
from low-income families to complete their higheiueation.

3.  Work-study programmes: Teaching, research, adtration posts
or other logistics offered by HEIs for studentsfirtow-income families.

4. Means-tested grants: Funds earmarked by theatemtd local
governments to support students with financial icliffies, including
interim and regular grants for living costs.

5. Tuition exemptions: Reducing, exempting or dirfigrpayment of
tuition and fees by qualified students (this inésdstudents in special
programmes, low-income families and those intendagvork in remote
areas after graduation).
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Figure 2. Share of tuition and public expenditugs a percentage of total
education expenditure (1998-2010)

I Public expenditure [ Tuition
%
90

D S D ) QO
K R SR L R L N

Source Social and Technological Department, National Bureaf Statistics of China
(2010), China Educational Finance Statistical YearkoChina Statistics Press, Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@gl=N2011050043&name=YZZJJ&f
loor=1.

Since 2001, the government has increased the anujuearmarked
funds for scholarships and grants, from USD 24iomllin 2002 to USD
122 million in 2005, and then to USD 2 billion i06@ and further to USD
4.5 billion in 2009.

Figure 3. Student subsidy, as a percentage of atireglucation expenditure and
total education expenditure in tertiary educatiostitutions (1998-2010)
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Source: Social and Technological Department, NatioBureau of Statistics of China
(2010), China Educational Finance Statistical Yemok, China Statistic®ress, Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@gl=N2011050043&name=YZZJJ&f

loor=1.
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The expenditure on grants and scholarships forestigdnaintained at a
level of about 6% of current expenditure of tegtiaducation institutions.

Patterns of inequality

As the economy advanced in China, social dispardiso widened, in
terms of income inequality, rural-urban income gawsl the growing
disparity between highly educated urban professsorzand the urban
working class (Dollar, 2007). The tertiary educatieforms have also
decreased access and thus, reinforced social andr disparity among
economically and culturally disadvantaged grougss Bection examines
the impact of HEI policy changes on four disadvgath groups: lower-
income families, women, minorities and people kiyimith disabilities.

Students from lower-income families

Financial barriers prevent many students from leiweome families
from accessing tertiary education. The percentdgatuslents from lower-
income families, as a percentage of the total emeot, has decreased since
the initiation of cost-sharing reforms. In contrdbe proportion of students
from higher-income families has increased (Xior@fl@ 101).

Students from farmers’ and workers’ families acdednfor 45.2%
(20.2% and 25% respectively) of the total enrolmer8 tertiary education
institutions in Beijing in 1980, falling to 21% K090 (Yan, 2010). Table
3 illustrates the distribution of tertiary studerdsong various social
groups.

Table 3. The percentage of offspring as tertianpdents among various parental
livelihood groups

parental livelihood The proportion in total ~ Offspring in total

employment (%)  tertiary enrolment (%)
Farmers 80.77 15.56-31.4
Workers 8.3 20.8-32.86
Technicians 416 12.7-16.58
Public servants, military personnel, company employees and others 6.77 35-3541

Source: Li, W. (2008), Zhongguo Gaodeng Jiaoyu Bulbui de Gongpingxing Yanjiu
[The Equity of the Entrance to the China’s Higherugdtion], Peking University Press,
Beijing, p. 104.
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Socio-economic background also affects accesspalaoprogrammes
with superior employment prospects. A survey ofrifitutions across the
country in 1998 shows that students from higheoine families were
concentrated in better fields of education and npoestigious institutions,
while the students from low-income families were rendikely to be
admitted into less popular programmes associatéd lawver fees and in
mediocre institutions (Yan, 2010; Fan, 2005).

Students from low-income families attending HEIteofface financial
difficulties, which limit their academic performanc For example,
engaging in paid work while a student to cover €astduces time and
energy to devote to studies, thus outcomes maers@¥ing, Sun & Liu,
2010).

Female students

Women and men are equal according to Chinese ladsegulations
and therefore should have equal education oppdeaniFemale students
often perform better than male students in secgnsiginool, which would
suggest that it should lead to greater chancesuofess in university
entrance examinations. Statistics show, howevext, the proportion of
female tertiary students increased gradually, up kevel of male students
in 2009 (Figure 4).

Figure 4. Proportion of female students, as a petage of total tertiary enrolment
(1986-2009)

60
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Source Development and Planning Division, Education Depemt (2010), Educational
Statistics Yearbook of China, People’s Education sBre Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@xl=N2012010030&name=YZKRM
&floor=1.

Nonetheless, female graduates have a lower chahcguaress in

employment compared with their male counterpartsil®the demand for
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skills in the labour market diminished and theigeyt graduates’ first-time
success rate in job hunting decreased, the emplayofidemale graduates
upon degree completion is lower than male graduatiéls the same
educational attainment (Liu, 2011).

Apart from better employment opportunities, maladyrates also earn
higher starting salaries. According to a survey3df tertiary education
institutions in 16 provinces covering the east,dtédand west of China in
2005, there was a significant disparity in startsadaries between female
and male graduates. Female graduates earned tivaleqtiof USD 184 to
male graduates USD 199.1 — a discrepancy of USD 15.

Students from minority groups

Students from minority groups in China (e.g. nomHahinese) can
choose to enrol at specialty higher education tirtitins established for
minorities or regular HEIs. Since 1950, China hataldished fourteen
higher education institutions targeting minoritydgnts. For those going to
regular institutions, students may choose to stuglther special
programmes for minority students or regular progres.

Affirmative policies to improve access to terti@gucation for students
from minority groups have existed in one form orother since the
education reforms began. As a result, the percentégthe minority
students has risen from 0.93% in 1950 to about 6%he late 1980s, and
maintained the same level until 2009 (Figure 5).

The proportion of minority entrants relative to thatal entrants of
tertiary education should be no less than the ptmpoof the minority
population relative to the total population mandata a 1981 policy
document. Table 4 shows the proportion of mincsitydents against the
proportion of minority population from the six ratial censuses. It shows
that the proportion of minority students kept rgsiand remained stable
since the turn of the century in spite of a sligrdp that occurred after the
universal fee-paying system was instituted in 1997.

Minority students are less likely to go to presigs urban universities.
In many cases, the number of entrants admitted dotdh HEIs from all
high minority-populated regions is minimal compatedhe total number
of entrants from one non-minority-populated citypoovince. For example
in 2008, the Tsinghua University enrolled 296 emafrom one city,
Beijing, compared to 239 entrants from 8 minorippplated provinces and
autonomous regions. Similarly, the Peking Univgrsitrolled 470 students
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from Beijing, and merely 224 from 8 minority-poptdd provinces — 6.8%
of the total entrants that year.

Figure 5. Share of minority students, as a percgataf the total enrolment (1986-
2009)
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Source Development and Planning Division, Education Depemt (2010), Educational
Statistics Yearbook of China, People’s Education sBre Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@&l=N2012010030&name=YZKRM
&floor=1.

Table 4. The percentage of minority students (12339)

1953 1964 1982 1990 2000 2003 2006 2009

Proportion of minority population relative to total population 606 576 668 804 841 na na 849
Proportion of minority students relative to total enrolment 256 324 465 660 571 66 61 6.5

Source Liu, E. (2010), “Dazhonghua shifa xia shaoshu migawdeng jiaoyu ruxue jihui
yanjiu”, [The minorities’ access to tertiary edu@at from the perspective of mass
education]”, Heilongjiang Minzu Congkan [HeilongjignMinority Journal], Vol. 5, pp.
180-183.; The Ministry of Education (2012), “Stétial Data”, available at
www.moe.edu.cn/publicfiles/business/htmlfiles/moe&Hgchtml (accessed 27 January
2012).

In the same year, the Zhejiang University recruit&d minority entrants
from 8 minority-populated provinces and autonomoegions, compared
with 2 044 entrants in Zhejiang province (Liu, 2D10

Students with disabilities

In China, special education programmes for studdiving with
disabilities were offered in three ways: specialcadion programmes in
regular higher education institutions; separateadements or schools
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within the regular higher education institutionsidastand-alone tertiary
special education institutions (Lin, 2010). By thed of 2006, special
education programmes were available in 8 tertiatycation institutions

and 14 institutions have their own special educatiepartments or schools
tailored to students with disabilities (Huang, KiXue, 2010).

By 2010, 7.674 people living with disabilities weeglmitted into
regular tertiary education institutions and 1.05feeed special education
colleges (China Disabled Persons’ Federation, 2086)jording to the fifth
national census (2006), the number of people livivith disabilities in
China totalled 82.69 million, of which 0.94 millidrave tertiary education
attainment, equivalent to 1.13% of the total, whikimuch lower than the
national average for able-bodied Chinese of 5.1B¥n(ninwang, 2007).
Most tertiary education programmes for people tivinith disabilities are
limited to the undergraduate level and narrow Selof study, which
contributes to difficulties in securing employmeipion graduation (Huang,
Liu & Xue, 2010).

Determinants of inequality

This section analyses the contributing factorsnequality that have
arisen alongside policy and state budget changes.

The cost of tertiary education

Economic factors, especially for students from ioaeme families, are
the most prominent barriers that limit access tdiagy education,
educational achievement and even future labour-etarktcomes. Tuition,
living costs and fees in excess of means have rtextiary education a
major financial burden for some lower-income studerand an
unaffordable luxury for many lower-income familiégsducational reforms
and changes in state subsidies and cost-partnesstsipgements have led
to declining enrolments in certain demographicsating distinct and
different patterns of inequity in the past half entry, but particularly
since the onset of the socialist market economg. ige in tuition fees, as
shown in Table 5 depicts the steady and drasticcases relative to per
capita incomes, especially during the period 199842 While moderate
increases in per capita income have also occunneigl this period, the
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percentage of tuition fees to income, without atiyeo factors included,
illustrate that tertiary education in China hasdree a luxury.

Financial gaps from enlarged enrolment

The rising tuition and fees are largely attribugatiy the stringency of
public funding in tertiary education. Public inwasint in tertiary education
has lagged behind the growing scale of tertiarycation, despite what is
mandated in the Education Law of the People’s Riapulif China,
“proportion of the public expenditure to GDP shoblel increased as the
national economy advances and the fiscal revemaoesadses” (1995). From
1998 to 2007, HEI graduates increased about filge-fbertiary enrolment
rose at a rate of 39.5% between 1999 and 2007¢whiblic expenditure
on educational institutions increased at a mucletonate of 29% over the
same period.

Table 5. Annual tuition per student at tertiary edtion level

1990 1996 1997 1998 1999 2000 2001 2002 2004 2006 2008

Annual tuition 200 610 1124 3500 3200 3550 3895 4224 4785 5233 5689
Income per capita 1510 4839 5160 5425 5845 6280 6860 7703 9422 11760 15780
urban households

(yuan)

Of which, % of tuition 13 12.6 218 65 55 56.53 56.78 54.8 50.8 445 361

Income per capita rural 686 1926 2090 2162 2210 2253 2366 2476 2936 3587 4761
households (yuan)

Of which, % of tuition 29 317 53.8 162 145 1575 1646 1706 163.0 1459 1195

Source Xiong, B. (2010), Jihui Jundeng Shijiao Xia De Gaiogl Jiaoyu Chengben Fendan
Jizhi Yanijiu (Higher Education Cost-sharing Mectamifrom perspective of Equal Access),
Huazhong Normal University Press, Wuhan; Li, W. @0@hongguo Gaodeng Jiaoyu
Ruxue Jihui de Gongpingxing Yanjiu [The Equity led Entrance to the China’s Higher
Education], Peking University Press, Beijing, p4i®Wang, T. (2010), Gaodeng Xuexiao
Xuefei Yanjiu [A Study of Tuition of Tertiary Edtioa Institutions], Peking University
Press, Beijing; Li, R. (2011), “Gaodeng jiaoyu xeiehiaozhun tantao” [On standards of
tuition of tertiary education], Kejiao Zongheng [8nce & Education], Vol. 3, pp. 201-202.

This exerted great pressure on tertiary educatistitutions for income
generation, as shown in Table 6.
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Table 6. A comparison of education expenditure, GIR& public expenditure

2003 2007 Growth rate (%)
Expenditure on education institutions per student (yuan) 14 963 15 333 2.5
GDP (trillion yuan) 136 25.7 8.9
Public expenditure on education institutions per student {yuan) 6522 6 395 -2

Source: Wang, Y. (2010), “Paradigm shift of edumatigovernance in China: Two
compulsory education legislation episodes, 19862@86”, Ph.D. Thesis, University of
Hong Kong, p. 43.

Increasing tuition and fees for income generation

As the power of decision for tuition and fees wasahtralised in the
early 1990s, universities and colleges filled thmarficial gap by charging
more tuition and fees. Thus, the funding structfréertiary education in
China changed dramatically. While the percentagehef governmental
allocation decreased, income generated by the ld&tsunted for more
and more of the expenditure, among which the dmutiin of tuition and
fees to tertiary education expenditure increasedrpssively (Table 7).

Replication of regional disparity in accessibilttytertiary education

The economic development levels of various regiemssociated with
lower GDP per capita and lower per capita net ireemmpacted local
students’ affordability and accessibility to teriaaducation. The structural
reforms of 1985, which decentralised education gnsibilities, led to
geographic inequalities in primary and secondaryication facilities
throughout China. Education quality, reflected esnsling per student, was
strong in the prosperous regions that had the dgpacequip schools with
better infrastructure, learning facilities and ta@ag resources.

As a result, students from those regions are mumte rkely to perform
better in HEI entrance examinations, which is thestmimportant pre-
condition for securing enrolment in prestigiousvansities.
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Table 7. Sources of higher education funding anatrdaution of tuitions and fees
(%) (1978-2010)

1978 1890 1992 1995 1997 2003 2007  2008e 2009  2010e

Government allocation 95.9 87.7 818 7357 6762 6424 5519 4398 4759 4875
Income generated

by HEls 44 12.3 18.2 2643 3238 3576 4481 4674 4428 4346
Of which, tuition
and fees 0.0 1.8 46 1189 1572 2792 2963 439 4759 4346

Source: Social and Technological Department, NatioBureau of Statistics of China
(2010), China Educational Finance Statistical Yeako China Statistics Press,
http://tongji.cnki.net/overseas/engnavi/HomePagex@gl=N2011050043&name=YZZJJ&f
loor=1.

In contrast, students from minority groups are mikedy to perform at
lower levels in national university entrance exaations as most of the
minority autonomous regions are under-developedho@s in these
regions, typically, are under-resourced and the caibnal quality
relatively low. Hence, minority groups are margisedl from tertiary
education in at least three ways: geographicalbpnemically and pre-
tertiary educational quality.

Complex structural mechanisms and lack of accountality

As fees and informal charges were left to the dison of HEIs (i.e.
there were no policy mechanisms in place to capuaisd many tertiary
education institutions abused this discretion passin funding shortages
to students for income generation. Income from estttdees and charges
was also used to bestow fringe benefits to unityeréaculty. The
government neither instituted accountability regumients nor did HEIls
develop internal accountability mechanisms. Consetly, various kinds
of informal charges prevailed in universities aradleges. According to
state auditing reports, the amount of informal gkaror overcharges added
up to approximately USD 105 million by 2007 (Li,&0Q.

Tuition and fees were inflated as education cosirevexaggerated by
HEIs to compete for resources under the speciaflifignsystem. The
system distributes state funds to educational tutsins under two
budgetary lines: expenditure per student and e&eddunds. HEIs altered
accounting reports
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— largely by inflating educational costs — to thiu@ation ministry or
related authority to secure more earmarked funtiss Was exacerbated
because there were no adequate cost-accountinganiseis and HEIs lack
both incentives and constraints to minimise edoocali costs (Xiong,
2010). Inflated education costs were partially ¢farred to increased
tuition and fees.

In 2000, shortly after the rapid expansion of #etienrolment, the
government increased public spending on subsidietertiary students
(Figure 6). However, the growth rate of the subsekpenditure —
compared with the growth rate of the total educetioexpenditure —
fluctuated between 2000 and 2010, illustrating thateveral years of the
decade growth rates of subsidy expenditures weraligmed to reach the
majority of the students from disadvantaged grouphis suggests
allocation problems versus insufficient governmmndgetary support.

Figure 6. The increase of public expenditure ondshi subsidies, 1999-2010
(billion yuan)
35
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Source: Social and Technological Department, NatioBureau of Statistics of China
(2010), China Educational Finance Statistical Yemyk, China Statistics Press, Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@gi=N2011050043&name=YZZJJ&f
loor=1.

In 2009, 5.27 million students (23.06% of the ta¢arolment) were
enrolled in HEIls. Students from extremely poor fiéasiaccounted for 1.66
million of this total (7.27% of the total enrolmg¢niShan et al., 2011).
Public expenditures on subsidies to tertiary edanah 2009 amounted to
USD 3.54 billion. Thus, the available subsidy fack low-income student,
on average, was USD 672.20. Yet, tuitions and fdemges for most
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programmes at regular HEIs were approximately USB.40) (University
Entrance Examination Channel, China Education @nlig011; Feng,
2009: 35). Student loans are, in theory, anothemae for students to
finance their education. However, student loan seseare unpopular with
banks largely due to several disincentives thaflicorwith banks’ profit-
making goals. Disincentives include those assatiatgh high levels of
default, which are particularly problematic due togh rates of
unemployment and longer duration in transition 8nfiom school to the
workforce; lack of tracking mechanisms for thoseowdefault; and high
administration costs. Like other developing cowsriextending student
loan schemes is associated with less developedt aelures and less
developed legal and regulatory frameworks in suppbrdata collection
(Johnstone & Marcucci, 2010).

Figure 7. The growth rate of subsidy expenditur@sgared with the growth rate
of the total tertiary education expenditure

I Growth rate of expenditure on subsidies [ Growth rate of total educational expenditure
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Source Social and Technological Department, National Bureaf Statistics of China
(2010), China Educational Finance Statistical Yemyk, China Statistics Press, Beijing,
http://tongji.cnki.net/overseas/engnavi/HomePagex@gl=N2011050043&name=YZZJJ&f

loor=1.

Potential students are not motivated to apply fodents loans for two
significant reasons. First, a cost-benefit analisigsually focussed on the
short-term disadvantages of debt burden versuetigeterm advantages of
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tertiary education, such as better work opportesitvith better salaries. As
the conditions governing student loans are onefews repayments begin
the first month after graduation and do not takemployment whilst

searching for work into consideration; loss of d@redting for defaults,

short repayment schedules, and burdensome paymemnings), it is not

surprising that short-term cost analyses over-fideg term analyses.
Second, the formal demands for endorsement, prboharacter and the
complexity of student-loan applications presentibes. A survey of 8 120
students in 6 provinces in 2007 noted that only54% of students

enrolling in tertiary education applied for a stnd®wan and among those
only 67.02% succeeded in obtaining the loan (Wand Wei, 2011).

Table 8 shows the proportion of students benefifirmn the various

student aid mechanisms.

Table 8. The proportion of students benefiting freamious student loans in a
province (2008)

Government-funded Non-government-funded

All government- Funded Funded

Grant Scholarship funded schemes by HEls by community

Student loans

Amount (USD) 201 666 2734 108.6 3470 738.2
Proportion 43% 6% 46% 27% 2% 9%

Source:Wang, R. and J. Wei (2011), Zhongguo Jiaoyu Zheixen Baogao [China
education finance policy consultancy report] (2085t0), Educational Science Publishing
House, Beijing, p. 353.

The determinants of inequality appear to be assmtivith lack of
accountability institutions and mechanisms thaldahannel the resources
to the target group efficiently and effectively.

Conclusions

In 30 years China shifted from a government-fundiede tertiary
education system to a cost-sharing system. Thermefoaralleled the
transition from a planned to socialist market ecop@nd rapid economic
progress. As a result, both the educational cogttsire and the system of
state resource distribution changed completely.
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These changes shifted inequality patterns among diadvantaged
groups: students from low-income families, womeuagdents from minority
groups and students with disabilities.

The determinants of inequality appear to be astatiavith seven
overlapping and entwined factors, specifically:

- rapid economic growth;

- increasing demand for tertiary education;

- state budgetary and policy decisions;

- HEI institutional practices that employed variousategies to
compete for limited state resources;

- socio-cultural norms and practices;

- extensive regional social and economic diversityg a

- lack of accountability institutions and mechanistmat could
channel the resources to various target group<ieffly and
effectively.

The major barriers to equity should first be atitddl to the enlarging
tuition and fees that exceed the financial capaoftystudents from low
socio-economic background, which were exacerbayeimhformal charges
and exaggerated educational costs made by the temhatainstitutions.
However, these occurred alongside changing statécigsy funding
schemes and instruments, social change and rapitbexic growth. Since
China has not implemented accountability mechanisonsmonitor or
evaluate HEI practices, or to oversee the apprpdspersal of grants and
subsidies, disadvantaged groups that are speaifiets of various schemes
are not benefitting from them as intended. Thiglkarhas shown that cost-
sharing reforms have been on the right track bgwire additional funds,
improved oversight, and accountability measuresetsure available
resources reach the target groups efficiently diedtevely.

As tertiary education is expected to continue eglpan in the next
decade, it would be useful to look at other coestriexperiences and
lessons to guide future reforms. It is clear thatdverall education reform
depends on management and policy reforms, pantiguila the area of
governance and accountability. Identifying the appiate mode for China
and then initiating pilot reforms of accountabilityechanisms to evaluate
and monitor education-cost sharing schemes shaulthd next step in the
education reform goals of the country.

ITALIAN JOURNAL OF SOCIOLOGY OFEDUCATION, 6 (2), 2014
22C



Cost-sharing reform of tertiary education in China C.Y.Wang

No specific funding source was called upon to suppbe research
presented. A first version of this article was e for the World Bank in
the context of the Equity in Tertiary Education jpod. This paper adopts
the methodological framework developed by the W@&iohk team for the
equity project.
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