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Executive Summary

The study looks at the extent to which current school funding agreements can deliver on the needs of all
students in Australian schools. The needs of Australian schools are measured by the Schooling Resource
Standard (SRS) which is used by Australian governments as the key measure for defining minimum
resourcing/funding need across all schools.

Financial projections are made for the period beginning in 2023 (present) until 2028. The year 2028 has
been set as the final year because that is the last year which the Commonwealth and State/Territory
governments have agreed that private school funding will be in excess of SRS levels. Financial projections
are based on (i) Commonwealth government supplied data for SRS values and enrolments out to 2028, (ii)
bilateral agreements signed by the Commonwealth with State/Territory governments. Projections capture
the effect of a ‘business as usual’ approach to school funding until 2028. Key findings of the study are
summarised below.

The road to needs based funding and the Schooling Resource Standard (SRS)

Prior to the reform of school funding introduced in 2013, school resourcing was like a spaghetti junction of
overlapping funds. Programs were too often poorly coordinated or conflicting with stated objectives. The
resounding truth that brought shame to the whole funding system was that nearly 80% of students that
were deemed to be at risk were found in the poorly resourced public school systems.

Needs based funding for schools across Australia was introduced by the Gillard government with the
passage of the Australian Education Act 2013 in 2013. The SRS was adopted from the Gonski review. The
SRS was central to the integrity of the new funding architecture and its ability to deliver the much needed
change in resourcing.

In terms of government responsibility for schooling, the SRS was never an aspirational standard of school
funding. It was devised and calculated as the minimum funding required so that schools can have at least
80% of their students achieving learning outcomes above the national minimum standard in NAPLAN for
reading and numeracy.

Undoing Needs Based Funding — Shredding the SRS for public schools
From the beginning of needs based funding (2013 onwards) the governments of Australia had a political
obligation but never financially committed to attaining 95% of the SRS for public schools.

Almost from its election in 2013 the Coalition sought to undermine the SRS funding model despite
assurances during the 2013 election campaign that it would match Labor's school funding promise "dollar
for dollar". Instead, they scrapped the already signed ‘National Education Reform Agreements’ with States
and Territories by the Gillard and Rudd Governments. The bilateral funding agreements negotiated
between the Coalition and State and Territory Governments locked in an arbitrary Commonwealth
funding cap of 20% of SRS and offered 75% of SRS as an aspirational target for states and territories to
move towards over five years.

The impact of these changes can be seen in the gap between the mandated minimum SRS funding and
what they were “officially” funded by Australian governments.

For the 2023-28 period, private schools begin from a position of major over-funding against their
minimum SRS levels in 2023 (over-funded by $800 million). By 2028 they are still in a position of
overfunding (5140 million above SRS levels).

For public schools, the “official” SRS funding gap remains massive and moves little from a shortfall of $4.5
billion a year in 2023 to $3.7 billion a year in 2028.

In fact, the “official” funding contributions as reported towards the SRS levels are a deception (the next
section describes the mechanics of the deception). It is significant that even with the deception in place,



the officially reported contributions towards SRS funding leave public school more than $4.5 billion short
in 2023 of the minimum funds they required. This is a result of the Commonwealth government enabling
the States/Territories to not meaningfully increase their contributions.

Accounting trickery destroys SRS integrity and reduces funding by a further S2 billion a year

In order to cajole and incentivise the States and Territories into signing up to the agreements, the LNP
federal government provided an additional loophole in the bilateral agreements. It enabled
States/Territories to avoid fulfilling their full funding obligations. The agreements specify that for public
schools only, State/Territory contributions towards the SRS can include “additional expenditure items”,
non-recurrent costs (capital depreciation as an accrual cost!) as well as the cost of education standards
authorities and some jurisdictions’ school transport costs.

This provision allows the states to report artificially boosted funding for public schools. The effect has
been to strip approximately $2 billion of real money from public schools every year. No such accounting
trickery is applied by either Commonwealth or State/Territory governments towards private schools.

The SRS funding denied to public school classrooms nationally through this ‘capital and charges’ deception
will total nearly $13 billion for 2023-28.

Shredding the SRS: If not rectified by the next round of bilateral funding agreements to be negotiated in
2024, the actual shortfall in SRS funding for public schools will exceed S6 billion each year and nearly 540
billion in cumulative underfunding for the period 2023-28

The next National School Reform Agreement and bilateral school funding agreements are due to be
negotiated between the Commonwealth and State/Territory Governments and finalised in 2024. If the
Commonwealth and State/Territory Governments do not increase their funding commitments to a
minimum of 100% of the SRS the shortfall in funding received by public schools will be between $6.2 and
$6.5 billion every year for 2023-28.

If a commitment to 100% of SRS is not realised in the next bilateral funding agreement the cumulative SRS
gap for the period 2023-28 will be $39.2 billion in under-funding for public schools. This is how much they
will be under-funded compared to what is specified as their minimum funding by the SRS.

Shredding the SRS - Seven out of eight States/Territories flatlining more than 9% below their minimum SRS
funding for public schools for 2023-28

The decline in actual funding of public schools (measured against the minimum SRS benchmark) exposes
the shocking reality of neglect experienced by public schools. The current school funding agreements will
leave public schools in 2028 flat-lining more than 9% below their specified SRS funding in seven out of
eight states and territories.

Undoing needs based funding — by overfunding private schools
The 2013-2022 LNP government bought itself a powerful constituency to support its undoing of needs
based funding — the private school sector. It achieved this in three ways:

1. excluding private schools (Catholic and independent sectors) from the real cuts to the SRS that
were delivered by the ‘Capital allowances and other charges’

2. delivering on the Commonwealth targets for SRS funding and insisting that the States/Territories
delivered on their targets in order to reach 100% SRS by 2023

! Accrual cost accounting is a method that records notional costs and income regardless of whether any cash is
received or paid. This is the wrong accounting method to be applying to the SRS calculations. The SRS was defined as
real payments for schooling and the cash based accounting should be applied to public schools as it is now applied
for private schools.



3. overfunding private schools through a series of special deals that transferred billions of dollars to
private schools. Many of these were outside of the basket of expenditure that was captured as
part of their SRS calculated funding

Key effects of changes to the funding of public and private schools

» Public schools will find themselves under-funded by more than $6.2 billion every year.

» At the same time as they under-fund public schools, governments will find the money to overfund
private schools by more than $815 million in 2023 and $140 million 2028.

Private schools will be cumulatively overfunded during the 2023-28 by nearly $3 billion.

The persistent annual underfunding of public schools will produce a cumulative gap in SRS funding
during 2023-28 that will see public schools denied nearly $40 billion in needed funding.

Looking at funding at a state and territory level shows public schools in NSW, Victoria and Queensland
in 2023 were collectively underfunded by approximately $5.5 billion in 2023. Private schools for these
jurisdictions were overfunded by approximately $680 million in 2023.

Public schools in Western Australia, South Australia Northern Territory and Tasmania were collectively
underfunded approximately $1.2 billion in 2023. Private schools for these jurisdictions were
collectively overfunded by approximately $125 million (including a negative $5 million for Northern
Territory).

The underfunding of public schools reaches as much as 23% below SRS minimum levels in NT and
averages 10% underfunding for the other jurisdictions.

Jurisdictions with smaller populations have a relatively small funding gap for public schools compared
with the bigger states/territories. Per student analysis reveals a truer picture of the common funding
deprivation they all endure.

All jurisdictions (except ACT) have their public schools systems underfunded between $2,100-5$2,800
annually per student by 2028. During the next six years (2023-28) the funding gap will reduce for public
schools in some jurisdictions, but public school funding in 2028 in all jurisdictions will be more than
$2,000 less per student per year than specified by the SRS.

The situation in the Northern territory is particularly acute with underfunding of public schools
estimated to run at more than $10,000 per student by 2028. This is a more than $2000 per student
deterioration in funding compared to 2023.
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New National Partnership to Deliver 100% Funding for 100% of Schools

This analysis proposes (a) objectives and principles, and (b) four practical steps. Taken together, these
objectives and principles along with four practical steps can deliver 100% of SRS funding to 100% of
schools.

Objectives

+All families and students have guaranteed access to a public primary and secondary school receiving at least 100% of its
SRS funding.

*Resourcing parity across systems within each jurisdiction.

#Joint commitment of Commonwealth and State/Territory governments to meet minimum funding needs (SRS).
+Consistent accounting methodology for calculating SRS across the public and private school systems.

[¥8)



Four Steps to Deliver 100% Funding for 100% of Schools by 2028

Step 1: Remove the 4% capital depreciation and allowances charges

ENDING THE ACCOUNTING TRICKERY IMPOSED ON PUBLIC SCHOOLS

The depreciation and additional allowance charge was always a mechanism for allowing the States/Territories to
reduce their actual resourcing of public schools

The new Commonwealth/State government funding agreements need to remove this accounting trick from the
hands of the States/Territories

The capital depreciation and other allowances charges are out of line with the calculation of the SRS and a one-
sided application on public schools only

Step 2: Reach 100% SRS target for public schools

National Target - 100% SRS for 100% of Public Schools

100% funding target for 100% of public schools. (No more 95% cap for public schools)

Staggered increase in Commonwealth contributions to reach 25% of SRS for public schools by end of 2028

Step 3: State/Territory funding for public schools must meet 75% target

State/Territory funding for public schools must meet 75% SRS at a minimum

Enforce minimum 75% of SRS funding by States/Territories for public schools within the timeframe of the next
funding agreement, with additional Commonwealth support for the Northern Territory to reach 100% SRS.
75% target must be achieved with real cash funding - excluding depreciation and other charges

Incentivised through the Commonwealth commitment to increase its share of SRS funding for public schools

Step 4: Commonwealth invests in public schools

Commonwealth invests in public schools

Joint partnership between Commonwealth and States/Territories in the buildings and facilities of Australian
public schools.

Public schools need infrastructure investment that is on par with the average investment in the private schools
Meet enrolment growth and enable students and teachers to operate in 21 century learning and working spaces

F=N



Study Objective and Analytical Approach

The study objective is to identify the extent to which current school funding agreements can deliver on
the needs of all Australian schools.

The needs of Australian schools are measured by the Schooling Resource Standard (SRS) which is used by
Australian governments as the key measure for defining minimum resourcing/funding need across all
schools.

The projections are made for the period beginning in 2023 (present) until 2028. The year 2028 has been
set as the final year because that is the last year which the Commonwealth and State/Territory
governments have agreed that private school funding will be in excess of SRS levels.

The overfunding of private schools across Australia is compared with the underfunding of public schools
during the study period 2023-28. The study of funding need for public schools is based on the SRS figures
as supplied by the Commonwealth government for 2023 coupled with its projections for financial values
of SRS out to 2028. The current and projected government funding to meet the SRS target levels is based
on government agreements between the Commonwealth and State/Territory governments. These have
specified the minimum commitment (as percentage of the SRS) of each level of government out to 2027
for public schools and 2029 for private schools.

The analysis draws on the most recent 2023 supplied data from two key sources. Key financial data has
been provided by the Commonwealth in response to a question in the Senate Committee on Education
and Employment (Department of Education and Training Question No. SQ23-000357001 — incl.
Attachments A & B).

The second source is the bilateral agreements signed by the Commonwealth government with
State/Territory governments. These agreements specify (i) the contribution of each level of government
towards the Schooling Resource Standard (SRS), and (ii) the permissible incorporation of capital
depreciation costs and other charges within the SRS contribution of States/Territories. The permissible
incorporation of capital and other charges (as specified in the signed Bilateral funding agreements) only
applies to the government school sector and is not applied to private schools. This analysis explores the
cost implications of this divergence in treatment between the public and private schools.

The analysis provides an estimate of the shortfall in spending for each State and Territory during the
period 2023-28 covering the end of the current extended 2018-2023 bilateral funding agreement and four
years of the anticipated next agreement. The calculations present the shortfall as a per student amount
and as a total cost to each state and territory.

Prior to the financial data analysis, this study maps the policy evolution towards needs based school
funding in Australia. It begins with an overview of the funding situation that prompted the Gonski Review
and its recommendations. The changes that were recommended, and to a large extent legislated, by the
Gillard Labor government are compared with the actual implementation over the next decade to 2023.
This study draws conclusions regarding the general failure of the school funding changes to meet the basic
goal of improving the resources available to public schools. In other words, the general failure to improve
the funding of the majority of Australian schools to the minimum standards recommended by the Gonski
review to ensure the maintenance of minimum achievement levels in literacy and numeracy.



The Promise - Needs Based Funding

Background — before needs based funding for schools

The 2011 Review of Funding for Schooling (Gonski) neatly summarised the key problems of the school
funding system as it had evolved over the previous half a century in Australia:

e When considered holistically, the existing funding arrangements for schooling were unnecessarily
complex, lacked coherence and transparency, and involved a duplication of funding effort in some
areas.

e There was an imbalance between the funding responsibilities of the Australian Government and
State and Territory governments across the schooling sectors.

e There was a distinct lack of coordination in the way governments fund schooling, particularly in
relation to directing funding to schools based on student need across jurisdictions and sectors.

e There was significant overlap in the funding priorities of the Australian Government and State and
Territory governments, leading to duplication and inefficiency.

e Lack of clarity on what role the Commonwealth and State/Territory governments should play in
funding particular educational priorities.

e Not all States and Territories have the same capacity to fund their school systems adequately.

e Australian Government funding arrangements for government schools are based on an outdated
and opaque average cost measure that does not directly relate to schooling outcomes, and does
not take into account the full costs of educating students to an internationally accepted high
standard of schooling.

This outdated legacy system of school funding was under-investing in public schools. Dysfunctional
funding was contributing to declining performance across the board, with Australia showing a significant
gap between its highest and lowest performing students. This performance gap was far greater in
Australia than in many Organisation for Economic Co-operation and Development countries, particularly
those with high-performing schooling systems. The review confirmed what was widely known —too many
of Australia’s lowest performing students were not meeting minimum standards of achievement.

School funding was like a spaghetti junction of overlapping funds. Programs were too often poorly
coordinated or conflicting with stated objectives. The resounding truth that brought shame to the whole
funding system was that nearly 80% of students that were deemed to be at risk were found in the public
school systems. On a needs basis, the public schools were also the most under-funded across the country.
Existing funding arrangements had seen public schools stuck on inadequate levels of resourcing, with no
plan to retrieve the situation. The Australian situation in school funding compared badly with the best
performers in the OECD PISA tests in 2012. By the time Australian governments began to get serious
about addressing the problems with under-resourced schools in Australia, it was already clear that the
gap in resources between the wealthy and the poorer schools was considerably in excess of what the best
performing countries were practicing. (see figure 1)



Figure 1. Far from the best - Gap in resourcing between advantaged and disadvantaged schools
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Source: PISA 2012 (http://www.oecd.org/pisa/keyfindings/pisa-2012-results-volume-IV.pdf), Data from Table IV.3.9

Needs Based Funding is Born — Gonski , Gillard and even Tony Abbott
To address the problems identified with under-resourced schools (the vast majority of which were public
schools) the Gonski Review of funding for schooling gave a straightforward rationale for school funding:

Funding for schooling must not be seen simply as a financial matter. Rather, it is about
investing to strengthen and secure Australia’s future. Investment and high expectations
must go hand in hand. Every school must be appropriately resourced to support every
child and every teacher must expect the most from every child.?

The Schooling Resource Standard (SRS)
The SRS was the key mechanism proposed to deliver needs based funding. According to the review panel,
the SRS would need to:

e form the basis for general recurrent funding for all students in all schooling sectors

e consist of separate per student amounts for primary school students and secondary school
students

e provide loadings for the additional costs of meeting certain educational needs. These loadings
would take into account socioeconomic background, disability, English language proficiency, the
particular needs of Indigenous students, school size, and school location

e be based on actual resources used by schools already achieving high educational outcomes for
their students over a sustained period of time

e recognise that schools with similar student populations require the same level of resources
regardless of whether they are located in the government, Catholic or independent school sectors

e be periodically reviewed every four years so that it continues to reflect community aspirations
and, in between reviews, be indexed using a simple measure that is based on the actual increase
in costs in schools already achieving the relevant high educational outcomes over a sustained
period of time

SRS is the key mechanism to effect change - Australian Education Act 2013
Needs based funding for schools across Australia was introduced by the Gillard government with the
passage of the Australian Education Act 2013 in 2013. The SRS mechanism was adopted from the Gonski

2 Review of funding for schooling




review. The SRS was central to the integrity of the new funding architecture and its ability to deliver the
much needed change in resourcing.

The SRS funding amounts were calculated by analysing funding levels in schools (known as 'reference
schools') including where at least 80 per cent of students had achieved above the national minimum
standard in NAPLAN for reading and numeracy for three years in a row. The SRS funding amounts are
supposed to be indexed each year to keep in line with or surpass any increases to wages and consumer
prices.

In terms of government responsibility for schooling, the SRS was never an aspirational standard of school
funding. It was never meant as a ‘desirable level of funding’ that would give schools an ideal pool of
resources to discharge their teaching and learning obligations towards children.

The SRS is the minimum funding required so that schools can have at least 80% of their students
achieving learning outcomes above the national minimum standard in NAPLAN for reading and numeracy.
It does not provide for 20% of the hardest to reach students in literacy and numeracy. It makes no
provision for attaining learning benchmarks in other subjects. It does not, for example, make provision for
quality teaching and resources in vocational education and training that might reasonably be expected to
help students at risk of completing school without meeting expected benchmarks in participation and
learning. In other words, the SRS is an essential minimum level of funding for school systems. The SRS is
not an aspirational funding standard.

A national needs based school funding system became a key item in the national political debate from
2011 onwards. Comprehensively endorsed by the public it eventually forced the then Opposition leader
Tony Abbott to abandon his opposition to needs based funding (Gonski reforms) and to declare a unity
ticket with the then ALP government.

At the time of the election of the Abbott LNP government in 2013, Australia officially had a bipartisan
agreement in support of the Australian Education Act 2013, with a clear stated purpose:

A new national needs-based, sector-blind school funding model (linked to reforms) with
the aim of moving Australian schools into the top five in the world by 2025

Undoing Needs Based Funding — Shredding the SRS for public schools

Almost from its election in 2013 the Coalition sought to undermine the SRS funding model despite
assurances during the 2013 election campaign that it would match Labor’s school funding promise "dollar
for dollar". Instead, they scrapped the already signed ‘National Education Reform Agreements’ with States
and Territories by the Gillard and Rudd Governments.

LNP Coalition governments from 2013 until 2022, proceeded with legislation and arrangements delivering
special deal increases in funding for private schools. But at the same time, bilateral funding agreements
with states/territories delivered actual year on year funding cuts for public schools.

Having done away with the National Education Reform Agreements between the Commonwealth and
State/Territory governments, the LNP Government set about imposing a new state and federal funding
framework for schools in the form of the National School Reform Agreements (NSRA). This meant changes
in the related bilateral agreements with each State and Territory, further entrenched funding inequality.
Most of the agreements were signed by State/Territory governments between October and December
2018, although Victoria did not sign until June 2019.3

A key effect of the new NSRA bilateral agreements was to subvert the integrity of the SRS as a credible
mechanism to deliver needs based funding for Australian schools.

3 https://www.dese.gov.au/quality-schools-package/national-school-reform-agreement




No national partnership towards SRS targets for public schools

From the beginning of needs based funding (2013 onwards) the governments of Australia had a political
obligation but never financially committed to attaining 95% of the SRS for public schools. There was
always a 5% gap between the actual SRS funding required by States/Territories and what was agreed to be
delivered for their public schools.

The political commitment to even 95% was eventually undone by the LNP government in 2017 as the
national partnership to get public schools to the 95% target of minimum funding was abandoned. By
doing so, the new agreements removed the last vestige of possibility that public schools in Australia would
reach full funding in the five years from 2018. The agreements locked in an arbitrary Commonwealth
funding cap of 20% of SRS and offered 75% of SRS as an aspirational target for States and Territories to
move towards over five years. The remaining 5% of SRS needed to meet 100% of SRS (the minimum
funding requirement to have 80% of students achieving at the minimum national benchmarks) was now
jettisoned entirely from any public school funding framework.*

The impact of these changes can be seen in the projected gap between the mandated minimum SRS
funding required by public and private schools and what they will be “officially” funded by Australian
governments.

For the 2023-28 period, private schools begin from a position of major over-funding against their
minimum SRS levels in 2023 (over-funded by $800 million). By 2028 they are still in a position of
overfunding (5140 million above SRS levels).

For public schools, the “official” SRS funding gap remains massive and will move little from a shortfall of
$4.5 billion a year in 2023 to $3.7 billion a year in 2028.

In fact, the “official” funding contributions as reported towards the SRS levels are a deception (the next
section describes the mechanics of the deception). It is significant that even with the deception in place,
the officially reported contributions towards SRS funding leave public school more than $4.5 billion short
in 2023 of the minimum funds they required. This is a result of the Commonwealth allowing the
states/territories to not meaningfully increase their contributions.

4 However, in the parallel universe of private schools, the minimum 100% SRS commitment was retained for private
school funding within the bilateral agreements



Figure 2 'Official’ SRS Funding Gap - $4.5 billion under for public schools, more than $800 million
over for privates in 2023

'Official' SRS Funding Gap - $4.5 billion under for public schools,
more than $800 million over for privates by 2023

$ Billion Gap from SRS

® Public Schools  m Private schools

Accounting trickery destroys SRS integrity and reduces funding by 52 billion a year

In order to cajole and incentivise the states and territories into signing up to the agreements, the LNP
federal government provided an additional loophole in the bilateral agreements. It enabled
States/Territories to avoid fulfilling their full funding obligations. The agreements specify that for public
schools only, State/Territory contributions towards the SRS can include “additional expenditure items”,
non-recurrent costs (capital depreciation as an accrual cost) as well as the cost of education standards
authorities and some jurisdictions school transport costs.

This provision allows the states to report artificially boosted funding for public schools. The effect of this
policy if taken into the 2023-28 period will be to strip more than $2 billion of real money from public
schools every year.

The total amount of SRS funding denied to public school classrooms nationally through this ‘capital and
charges’ deception will total nearly $13 billion during the period 2023-28.

No such accounting trickery is applied by either Commonwealth or State/Territory governments towards
private schools.
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Figure 3. Capital & Allowances Charge — Nearly $13 billion stripped each year from public schools during
2023-28

Capital & Allowances Charge -
More than $2 billion each year stripped from public schools

2026 2027 2028

$ Billion deducted from SRS funding

Table 1. Items included in 4% Additional Expenditure Allowance

Depreciation School Regulatory Pre-School Early Childhood
Transport  Authorities Education
NSW X = X = =
VIC X X X = =
QLb X X X = =
SA X X X = =
WA X X X X =
TAS X X X = =
ACT = = = = =
NT X X = = X

In all jurisdictions except the ACT, the bilateral agreements allow states to claim expenditures not included
in the SRS measure as part of their SRS target share up to 4% of their SRS. This can include, separately or
in combination, capital depreciation, school transport, regulatory authorities, preschool in WA and ECE in
the NT. Data from Senate Estimates confirmed that all jurisdictions (apart from the ACT) planned to use

the entirety of the 4% allowance to reduce their SRS contributions for every year of the agreement.®

These items have never previously been included in SRS calculations in any prior agreement and are not
included in national SRS calculations. This accounting trick was a deception. It undermines the entire
concept of the SRS as a benchmark for equitable funding in schools.

The majority of the 4% allowable figure is absorbed by the capital depreciation line item. In effect, thisis a
tax that enables States/Territories to reduce by 4% the amount of funding they need to make as part of
their contribution towards SRS level funding for public schools.

In addition, regulatory authorities that provide services to both public and private schools are charged
entirely as expenses for public schools only. Through this allowance the public school system is subsidising
the already overfunded private school system.

> Department of Education, Skills and Employment Question No. SQ21-000772 Budget Estimates 2021-22
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Shredding the SRS: The actual annual shortfall in SRS funding for public schools will exceed 56 billion
every year to 2028

The actual shortfall in SRS funding received by public schools will be between $6.2 and $6.5 billion every
year for 2023-28. Approximately $2 billion of this shortfall has been generated by the deception enabled
by the capital depreciation and other allowances charge.

Figure 4. Actual SRS Funding Gap - Every year more than $6 billion underfunding of public schools

Actual SRS Funding Gap - Every Year
More Than $6 Billion Underfunding
Of Public Schools

S Billions in Underfunding
~
=

m Offical Funding Gap m Capital Allowances & Charges
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Figure 5. Cumulative SRS gap will be nearly $40 billion in under-funding for public schools 2023-28
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Shredding the SRS - Seven out of eight states/territories flatlining well below their minimum SRS
funding for public schools for 2023-28
The decline in actual funding of public schools (measured against the minimum SRS benchmark) exposes

the shocking reality of neglect experienced by public schools. The school funding agreements currently in

place will leave public schools flat-lining more than 9% below their specified SRS funding in seven out of

eight states and territories.

Figure 6. Actual funding of public schools 2023-28 will be significantly below SRS levels for all but ACT

Actual funding of public schools as % of SRS 2023-28
Flat-lining below SRS Levels
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Undoing needs based funding — by overfunding private schools
The LNP government bought itself a powerful constituency to support its undoing of needs based funding
— the private school sector. It achieved this in three ways:

Table 2.

1.

excluding private schools (Catholic and independent sectors) from the real cuts to the SRS that
were delivered by the ‘Capital allowances and other charges’ that were imposed via the SRS
calculations for public schools (no explanation for the exclusion given by Commonwealth or
States/Territories)

delivering on the Commonwealth targets for SRS funding and insisting that the States/Territories

delivered on their targets in order to reach 100% SRS by 2023 (opposite to the de facto
aspirational nature of SRS targets for public schools)

overfunding private schools through a series of special deals that transferred billions of dollars to

private schools. Many of these were outside of the basket of expenditure that was captured as
part of their SRS calculated funding (e.g. Choice and Affordability Fund) and so their actual total
funding is higher than presented in the figures provided by DESE for this analysis

A selection of more recent special deal funding arrangements for private schools

$1.9 billion in capital funding grants available to private schools coupled, plus excluding public
schools from any capital funding even though they have much greater need.

$3.4 billion in additional funding for private schools to transition to the direct measure of
parental income over ten years.

$1.2 billion in Choice & Affordability slush fund for private schools. Zero for public schools.
The one off, single year $30.2 million Local School Community Fund, from which a grand total
of $21.8 million was thinly spread across more than 1500 public schools with each successful
school receiving around $14,000 for one off purchases.

$20 million in drought relief for private schools only plus $5 million flood relief also for private
schools only.

Confirmation that some of the very richest schools in the country will receive tens of millions
of dollars in Commonwealth government funding over and above their full SRS entitlement
through to 2028.

$750 million in COVID-19 related JobKeeper subsidies to private schools who retained at least
half of this handout as profit.

An additional $2 billion inserted into the pool of Commonwealth funding for private schools
at the end of 2021 despite there being no evidence of it being justified on the basis of need.
Zero additional funding announced for public schools.

2022-23 Federal Budget cut $796.5 million funding from public schools over the next four
years. In a profound act of symmetry, it increased private school funding by $834.9 million
through the use of inflated enrolment projections. This was on top of the additional $2 billion
increase provided to private schools just a few months earlier.

The consequence of this distorted approach to funding private schools was that by 2023 private schools
across Australia were overfunded by more than $800 million in recurrent funding. This overfunding is
scheduled to decline to zero by 2029. However, there is a significant overhang in cumulative overfunding
of private schools for the period 2023-28 that public schools are underfunded by a cumulative nearly $40

billion.
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Figure 7. Actual SRS Funding Gap - Private schools overfunded by more than $806 million in 2023

Actual SRS Funding Gap - Private schools overfunded
by more than $800 million in 2023 & $140 million 2028
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Net Effect of changes to the funding of public and private schools

In each State/Territory (except ACT) there remains in 2023 a very wide gap in the resourcing position
between the public and private school sectors. Private schools are overfunded in seven out of eight
jurisdictions (except NT) while public schools are underfunded in all states and the NT.

As shown in Appendix 1, some individual private schools, including many that charge more than $30,000
per year in fees are overfunded by the Commonwealth in excess of their mandated SRS contribution by
millions of dollars every year from 2023 through to 2028.

Some of the most expensive private schools in the country are also the most overfunded by the
Commonwealth to 2028, including Penleigh and Essendon Grammar School ($19.6 million overfunded),
Haileybury ($19.1 million overfunded), Ivanhoe Grammar School ($11.5 million overfunded), Loreto
Kirribilli (510.0 million overfunded), Hale School ($9.3 million overfunded) and Pembroke School ($8.8
million overfunded).

A full list of independent schools and Catholic school systems funding in excess of the mandated 80% of
SRS by the Commonwealth is included in Appendix 1 and 2.
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Figure 8. In 2023 all public school systems (except ACT) still below SRS by 9%-23%, while privates exceed SRS

2023 - All Public School Systems (except ACT) Below Minimum SRS,
while private schools in 7 out of 8 states and territories above SRS
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Figure 9. All public school systems (except ACT) underfunded by more than $1,700 per student, while all
private schools above SRS (except NT)

2023 - Per Student Funding in All Public School Systems (except ACT)
is More than $1,700 Below Minimum SRS, private schools above SRS (except NT)
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The net effect of these changes will be twofold. First, public schools will find themselves every year under-
funded by more than $6.2 billion every year. Second, governments will find the money to overfund private

schools by more than $815 million in 2023, slowing reducing to$140 million in 2028.

16



Figure 10. Annual SRS funding gap 2023-28, public and private schools

Annual SRS Funding Gap - More than $6.2 billion under for public schools,
more than $800 million over for privates in 2023, down to $140 million in 2028
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The consequence of this persistent annual underfunding will be a cumulative gap in SRS funding over the
period 2023-28 that will see public schools denied nearly $39 billion in needed funding. Private schools
will be overfunded during the same 2023-28 by nearly $3 billion.

Figure 11. Cumulative SRS Gap (2023-28) $39 billion under for public schools, nearly $3 billion over for

privates

Cumulative SRS Gap (2023-28)
$38 billion under for public schools, nearly $3 billion over for privates
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Public schools in NSW, Victoria and Queensland in 2023 were collectively underfunded by approximately
$5.5 billion in 2023. Private schools for these jurisdictions were overfunded by approximately $680 million
in 2023.

17



The underfunding of public schools can be compared with the overfunding of private schools during the
period 2023-28 (assuming governments deliver on the current funding agreements). Private schools in
NSW will be over-funded by $1.4 billion during the years 2023-28. Queensland ($0.6 billion) and Victoria
($0.5 billion) have the next highest cumulative overfunding of private schools.

Figure 12. Cumulative Overfunding of Private Schools (2023-28)

Cumulative Overfunding of Private schools, (2023-28)
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Public schools in Western Australia, South Australia Northern Territory and Tasmania were collectively
underfunded approximately $1.2 billion in 2023. Private schools for these jurisdictions were collectively
overfunded by approximately $125 million (including a negative $5 million for Northern Territory).

Figure 13. SRS Funding 2023 Shortfall/Overfunding, for Public & Private Schools, by State/Territory

2023 - SRS Funding Shortfall for Public and Overfunding Private Schools,
$ Millions by State/Territory

S Millions from SRS Funding, Above and Below
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Jurisdictions with smaller populations have a relatively small funding gap for public schools compared

with the bigger states/territories. Per student analysis reveals a truer picture of the common funding

deprivation they all endure.

All jurisdictions (except ACT) have their public schools systems underfunded between $2,100-52,800 per

student by 2028. During the next six years (2023-28) the funding gap will reduce for public schools in
some jurisdictions, but public school funding in 2028 in all jurisdictions will be more than $2,000 per

student less than specified by the SRS.

Figure 14. Per student underfunding/overfunding of public and private schools, by jurisdiction
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The situation in the Northern Territory is particularly acute with underfunding of public schools estimated
to run at more than $10,000 per student by 2028. This is a more than $2000 per student deterioration in

funding compared to 2023.
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Figure 15. Per student underfunding/overfunding of public and private schools, Northern Territory
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It is a striking failure of Australian public policy that governments across all jurisdictions (except ACT) have
acted in concert through their bilateral funding agreements to deliver divergent outcomes in school
funding for the public and private school sectors.

Per student funding for the public school sector has stalled or gone backwards against the SRS levels. This
is the sector which has the majority of high needs students and schools (more than 80% of students
measured in terms lowest Socio-Educational Advantage quartile, Aboriginal and Torres Strait Islander
students, more than two thirds of students with disability and students in remote/rural school locations).
Nationally, public school systems are stuck around 10% below SRS funding levels.

Private schools have received increasing funds per student so that most jurisdictions have private schools
with government funding that leaves them in excess of their SRS funding levels.

The difference an extra 56.6. billion a year could make to Australian public schools

Some politicians raise doubts about the impact of additional spending on schooling. The truism that it is
always possible to waste a great deal of money, is used as cover to argue that there is no point in spending
more on schools. This is convenient if one wants to distract from the fact that Australia remains an outlier
in its uneven distribution of resources between schools. The results from the most recent PISA study
released by the OECD (2018) show that Australia was at the bottom end of the equity spectrum when
looking at shortages of teaching staff — disadvantaged schools in Australia were far more disadvantaged in
experiencing teachers’ shortages relative to advantaged schools in all other OECD sampled countries
except Peru, Uruguay, United Arab Emirates and Thailand. This is just one practical effect of the gap in
resourcing between public and private schools that runs into the billions of dollars every year.

A decade of funding reforms post-Gonski have been half-baked and stymied, leaving schools battling
systemic denial of needed resources. Since 2018, the gap in funding has only widened between public
schools (where the vast majority of disadvantaged students are found) and private schools.
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Figure 16. Mean index difference between advantaged and disadvantaged schools
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Source: PISA OECD 2018 Volume 2 Figure 11.5.5

The argument that additional funding does not make a difference to the learning of students has been
debunked by a wealth of the most recent economic research. Earlier research (dating to the 1980s) had
guestioned the strength of the link between funding and learning outcomes. But recent international
studies from the early 2000s onwards, have lifted the cloud of uncertainty with analysts using
detailed datasets to examine more finely grained relationships between money and student
outcomes. The uncertainty has been replaced with an empirically grounded confidence that funding
does matter.®

& See for example this collection of studies https://saveourschools.com.au/funding/studies-since-2015-showing-
that-money-matters-in-education/
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Figure 17. Does Money matter in Education?

DOES MONEY MATTER? Yes. On average, aggregate measures of per-pupil spending
are positively associated with improved or higher student outcomes. The size of this
effect is larger in some studies than in others, and, in some cases, additional funding
appears to matter more for some students than for others. Clearly, there are other
factors that may moderate the influence of funding on student outcomes, such as
how that money is spent. In other words, money must be spent wisely to yield
benefits. But, on balance, in direct tests of the relationship between financial
resources and student outcomes, money matters.

DO SCHOOLING RESOURCES THAT COST MONEY MATTER? Yes. Schooling resources
that cost money, including smaller class sizes, additional supports, early childhood
programs and more competitive teacher compensation (permitting schools and
districts to recruit and retain a higher-quality teacher workforce), are positively
associated with student outcomes. Again, in some cases, those effects are larger than
in others, and there is also variation by student population and other contextual
variables. On the whole, however, the things that cost money benefit students, and
there is scarce evidence that there are more cost-effective alternatives.

DO STATE SCHOOL FINANCE REFORMS MATTER? Yes. Sustained improvements to the
level and distribution of funding across local public school districts can lead to
improvements in the level and distribution of student outcomes. While money alone
may not be the answer, more equitable and adequate allocation of financial inputs to
schooling provide a necessary underlying condition for improving the equity and
adequacy of outcomes. The available evidence suggests that appropriate
combinations of more adequate funding with more accountability for its use may be
most promising.

From Baker B.D (2019) Does Money Matter in Education?

Closing the Gap on SRS Funding Can Be Transformational
So, what difference will actual increases in funding make to public schools?

One way to understand the transformative effect of SRS is to imagine how the additional $6.6 billion
might be spent. It should be noted there ought to be very limited additional overheads associated with

additional expenditure. The system and school operational and expenditure systems are already in place.

Therefore, additional SRS resourcing could be targeted and delivered with minimal overheads to those
schools and students that are most in need.

The additional funding could be directed to any of the following areas with a priority that reflects the

overall need of each of the public school systems, and of course directed to schools based on their specific

needs. Areas for additional spending include:

e Increasing the number of FTE teachers

® Increasing the number of specialised teachers for targeted support
e Additional spending on classroom materials

e Additional funding for counsellors and support staff

e Improved research and intervention programs
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Public school systems have been working from a position of extreme underfunding for more than two
decades. What is urgently needed is a commitment from governments to end the funding crisis and move
Australian public schools to the point where they have the resources needed so they can realistically
deliver on the goals for schooling as expected by the Australian community.

New National Partnership to Deliver 100% Funding for 100% of Schools

The most outstanding effect of school funding changes in the past 10 years has been to deliver funding
increases to private schools. This has taken them all (except for NT) to an overfunded position relative to
their SRS entitlement. Simultaneously, governments have failed to get public school systems (except ACT)
to meet their minimum SRS funding entitlement.

This analysis proposes (a) objectives and principles, and (b) four practical steps. Taken together, these
objectives and principles along with four practical steps can deliver 100% of SRS funding to 100% of
schools.

Objectives & Principles of a New National Partnership
Based on the distortions and failures of the last decade in school funding reform, two objectives and two
principles are proposed for a New National Partnership for Schooling.

The first objective requires all governments to jointly commit to the guaranteed access of all families and
children to public primary and secondary schools receiving at least 100% of SRS funding. Families should
not be put in the position of looking for alternative private schools (or public schools out of area) to
access an adequately resourced school for their children.

The second objective proposes broad resourcing parity between school providers (public, Independent
and Catholic systemic) based on SRS funding needs and total resources available.

The first operating principle is for the Commonwealth and State/Territory governments to jointly commit
to meet the minimum finding needs (SRS) of public and private schools. The joint commitment can be
expressed as a relative funding share (e.g. 75% Commonwealth and 25% states, with additional
Commonwealth support to ensure that schools in the NT meet 100% of SRS). There are two important
operating clauses to this principle: (a) the sum contributions of both governments reach 100% of SRS
within the term of the next funding agreement, and (b) there cannot be the option for either level of
government to delay or fail to meet its stated contribution on time and in full.

The second principle is for a consistent accounting methodology across public and private school systems
in the calculation of SRS. This is currently not the case and is to the significant detriment of public schools.
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Figure 18. Objectives & Principles of a New National Partnership

Objectives

* All families and students have guaranteed access to a public primary and
secondary school receiving at least 100% of its SRS funding.

* Resourcing parity across systems within each jurisdiction.

Principles

e Joint commitment of Commonwealth and State/Territory governments to meet
minimum funding needs (SRS).

 Consistent accounting methodology for calculating SRS across the public and
private school systems.

Four Steps to Deliver 100% Funding for 100% of Schools

Step 1: Remove the 4% capital depreciation and allowances charges
ENDING THE ACCOUNTING TRICKERY IMPOSED ON PUBLIC SCHOOLS

The depreciation and additional allowance charge was always a mechanism for allowing the States/Territories to
reduce their actual resourcing of public schools

The new Commonwealth/State government funding agreements need to remove this accounting trick from the
hands of the States/Territories

The capital depreciation and other allowances charges are out of line with the calculation of the SRS and a one-
sided application on public schools only

Step 2: Reach 100% SRS target for public schools
National Target - 100% SRS for 100% of Public Schools

100% funding target for 100% of public schools. (No more 95% cap for public schools)

Staggered increase in Commonwealth contributions to reach 25% Of SRS for public schools by end of 2028

Step 3: State/Territory funding for public schools must meet 75% target

State/Territory funding for public schools must meet 75% SRS at a minimum

Enforce minimum 75% of SRS funding by States/Territories for public schools within next funding agreement,
quadrennium, with additional Commonwealth support for the Northern Territory to reach 100% SRS.
75% target must be achieved with real cash funding - excluding depreciation and other charges

Incentivised through the Commonwealth commitment to increase its share of SRS funding for public schools

Step 4: Commonwealth invests in public schools

Commonwealth invests in public schools

Joint partnership between Commonwealth and States/Territories in the buildings and facilities of Australian
public schools.

Public schools need infrastructure investment that is on par with the average investment in the private schools
Meet enrolment growth and enable students and teachers to operate in 21 century learning and working spaces

The former Coalition Government set up a long term Capital Grants Program (for private schools only)
delivering $1.9 billion to these schools from 2018 to 2027 for capital improvements to school buildings.”
QOver the close to four years of Scott Morrison’s prime ministership his government provided more than

7 https://www.dese.gov.au/payments-and-grants-schools/capital-grants-non-government-schools
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$560 million from this fund to over 500 private schools®, many of which were already overfunded, whilst
at the same time withdrawing all Federal capital funding for public schools. The Albanese government has
announced a $215 million fund for upgrades to public schools, but this fund is only for one year, unlike the
$1.9 billion ten year private school capital works fund introduced by the previous Coalition Government.
Further, there are twice the number of public schools as private schools in Australia so the comparative
value of the fund is effectively halved.

The shocking inequity of this Commonwealth gatekeeping means private schools have historically invested
considerably more in facilities than public schools. For example, an earlier report for the AEU has shown
that during the first 6 years of the Coalition government (2013-18) the cumulative Capital Investment Gap
between private and public sectors was $21.5 billion. This is the value of investment that was deprived

from public schools if they had received the equivalent per student investment as private schools.’

Changing the indexation mechanism applied to the SRS — affects all schools

During the 2013 federal election the Liberal Party promised to match Labor’s school funding promise
"dollar for dollar". Instead, the Coalition’s first budget in 2014 included a rolling multi-year and multi-
billion cut to Commonwealth spending on schools.'® The cut (estimated at approximately $17 billion over
a 10 year period) was achieved by reducing the indexation on funding increases to schools that were not
funded to the full SRS. The indexation cut was from 4.7% annually to the annual CPI inflation rate
(predicted as 2.5% in 2014-15). By uncoupling the indexation mechanism from the actual cost inflation for
school services (which was what the previous indexation mechanism measured) and linking it to the
broader and lower CPI, the Commonwealth was able to deliver annual real cuts in funding to all Australian
schools.

The Senate School Committee on School Funding (2014) assessed the changes being pursued by the
Abbott government as being gravely damaging to the needs based funding:

It is the committee's view that without the Gonski Review, without the NPSI negotiations with states
and territories, and without the passage of the Australian Education Act 2013, there would not be a
national needs-based school funding model in Australia. The committee submits that, under the
Abbott Government's arrangements, a needs-based funding model will last for a mere four years.
After that, amendments to the Australian Education Act 2013 and the low level indexation of funding
post-2017 will mean that schools and the students they support cannot rely on adequate funding.
This in turn will lead to inferior results for those students most in need and will further exacerbate the
widening gap of educational achievement.**

To sustain the real value of the SRS into the future, it will be incumbent on the Commonwealth and
states/territories to adjust the nominal value of the SRS in line with the actual price movement of services
and goods involved in the delivery of schooling.

% https://www.dese.gov.au/payments-and-grants-schools/capital-grants-non-government-schools

g

https://www.aeufederal.org.au/application/files/5716/2278/1619/AEU197 Investing in_Schools Report v5 REV.pd
f

10 https://www.adelaidenow.com.au/news/south-australia/australian-federal-budget-2014-treasurer-joe-hockey-
and-tony-abbott-defend-health-reforms-in-harsh-federal-budget/news-story/f8d4cbd4f414481e26ecd66b868fe3af
1 Senate School Committee on School Funding
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