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Summary 

· students consistently give their teachers poor marks, though there is a modest trend toward improvement

· many university teachers lack proper training

· incentives favour research over teaching

· incentives ought to be changed so that there is an incentive to improve teaching

· student-centred funding appears to have popular support

· university fear of student-centred funding is ill-founded

· reputational concerns mean that linking income to students does not systematically lead to soft marking

· neither HECS nor differential HECS have deterred prospective students, because there are still very good returns on education investment

· abolishing quotas would do more than abolishing HECS to increase enrolment among low income groups

Teaching quality

terms of reference a (iii); b(i)

On 8 January 2001 the Sydney Morning Herald ran a page one story entitled ‘Quest for cash: how unis cut standards’, based on a then unpublished survey by the Australia Institute, a left-wing think tank.  In the little summary box for people too busy to read the article, the first point was ‘Pressure to increase numbers of fee-paying students was undermining teaching standards’. As readers of the article would have realised they meant assessment standards, with accusations of soft marking flying. The summary did, however, accidentally raise an important issue—were students under-performing because the teaching wasn’t very good? 

If we look at the Course Experience Questionnaire (CEQ), sent to all completing students, we see evidence of serious problems in university teaching. There are six questions in a section called ‘Good Teaching Scale’. Students rate their agreement with various propositions on a five point scale, from ‘strongly disagree’ to ‘strongly agree’. On only one question do bachelor degree students give their teachers a pass mark – that is, at least half of them circle one of the top two points that indicate clear agreement. Some 50% of students agree that ‘the teaching staff worked hard to make their subjects interesting’. Four other questions, on staff motivating students to do well, making an effort to understand student difficulties, normally giving helpful feedback, and being good at explaining things had agreement scores between 40% and 48%. Only 34% agreed that ‘staff put a lot of time into commenting on my work’.
 As the students most dissatisfied with teaching standards are more likely to have dropped out before completing, the CEQ probably overstates satisfaction among the student body as a whole. 

Other parts of the CEQ get better results, but it is noticeable that the only set of questions in which there is reasonably strong agreement (over 60%) involves students’ self-assessment of their own abilities. If you discount for development that would have occurred anyway as they matured, and for students’ understandable tendency to rate themselves highly, even these results won’t look so good. It is impossible to avoid the conclusion that universities are not doing one of their central tasks—teaching—very well at all. 

A number of groups and individuals are quick to blame failures of the universities on commercialisation and decreasing government funding. It is true that more undergraduates are enrolled on a commercial basis, paying their own way outside the quota system. It is also true that large numbers of enrolments over the government quota mean lower per student government subsidy. It is not true however that these trends can be blamed for low teaching standards. Bad as the CEQ results are, they have been trending up, beginning with students completing in 1995 and continuing until the latest survey, for the group finishing in 1999.
 This is the reverse of what you would expect if cutting government funding and commercialising were bad for undergraduates. It suggests we should look elsewhere to explain the poor teaching scores in the CEQ. 

Teaching not the top priority

University teaching is not a profession in the way that school teaching is a profession. Unlike teachers, most academics do not receive training at the beginning of their careers, and when they do they typically receive much less of it. A 1999 survey of academics found that 44% of early career academics had received training at the start of their career, and that figure dropped to around 30% for mid and late career academics.
 The standard qualification needed for a career as a university teacher, the PhD, is hardly what you would require if you were serious about good teaching. In Australia the PhD is usually based entirely on a dissertation, encouraging intellectual narrowness rather than the breadth desirable in a teacher. It does not value the real-world experience that can be an asset for teachers. Three or more years in academic solitary confinement to write a doctorate does nothing to develop the social skills necessary to handle large groups of students. A recent report indicating that academics are twice as likely as the general population to have psychological problems would, if accurate, confirm that many of them are not ideal for classroom work. 

With this bad start in the quest for good teaching, added incentives to improve are essential. However these too have been absent. A survey of academics carried out in 1994 showed the nature of the problem. Academics were asked which factors were valued when being assessed for promotion and tenure. Research and publication were clearly top of the list, with 85% saying the quantity of research and publication was valued ‘to a large extent/ a great deal’, and 71% saying the quality of that research and publication mattered. By contrast, only 27% said undergraduate teaching mattered, and fewer still thought the quality of students’ learning (22%) or qualifications in teaching (15%) would affect their prospects.

Five years later, in another survey of academics, there were signs that the internal incentive system was changing. In the 1999 survey, 44% of academics thought that their effectiveness as a teacher was rewarded in promotions. If the nearest question from the 1994 survey was ‘quality of students learning’ it suggests that universities put about twice as much emphasis on students in staff promotions as they did five years before. Yet this still ranked well below ‘research / scholarly activity’ at 91% and ‘ability to attract external funds’ at 82%.

So while there has been an improvement—probably one reason for the better CEQ scores— teaching still comes a poor second to research. This is a result encouraged by current funding arrangements. In research, there is discretionary money available from private research funding, from the major government grant-giving bodies, and from DETYA, which uses success in attracting discretionary money as a way of determining how much it gives each university. It makes economic sense for the university to improve its research effort, because the financial rewards will flow. 

By contrast in undergraduate teaching numbers are set by quota with only a very limited incentive—about $2,600 a student—to go over quota. Beyond small numbers it is difficult to see how this amount can make financial sense for a university, unless they have heavy sunk costs in teaching capacity over their quota. Most enterprises are rewarded when they offer a good product by being able to sell more or charge higher prices. Yet successful universities that attract more students than their quota are likely to suffer losses for taking the extra students. They can neither increase their prices or their quota, meaning there is no financial incentive to do better.

Just as there are no rewards for success, there are few penalties for failure. While universities do get less money if they enrol fewer students than their quota demands, this happens only rarely, because the total number of places system-wide is set below actual demand. The preferencing system used by applying students directs them to universities other than the one they would ideally have liked. One survey of first years found that a third did not get their first preference.
 And because funding is on a ‘bums on seats’ basis, with no possibility of a premium for quality, the university has no financial incentive to lift teaching standards.  

The financial incentives are heavily weighed against undergraduate teaching. An economist would predict that faced with this incentive structure academics would reduce the amount of time they spend with their students. And that is exactly what happens. The 1999 survey also asked academics about their time use, and compared its results with a 1993 survey. It found that—despite an intervening increase in student-staff ratios—the amount of time spent weekly on teaching and teaching-related activities went down by 1.3 hours and the amount of time spent on research went up by 1.1 hours.
 It is no wonder that only a third of completing students thought that staff put a lot of time into commenting on their work.

The current producer-centric system ensures that students have no economic power against universities. Students cannot easily take their business elsewhere, because the quota system restricts their options, and since all public universities operate under the same incentive structure things are probably not going to be much better elsewhere. Even if switching universities is an option, it is only going to be effective if it is done en masse, leaving a particular Department seriously short of students. First years are in a particularly weak position. Universities like them because they are often taught in large classes and therefore have lower average costs than later year students. That is why they enrol large numbers of them, knowing that a reasonable proportion will drop out. Too much success in retaining first years would overload the system as it now stands. Perversely, the incentive is to make sure not all of them continue with their degrees. 

A student-centric alternative

For as long as undergraduate students have no direct economic relationship with universities they are unlikely to progress very far up the list of priorities. Funding arrangements should change to create that link. This means abolishing the current quota system, and replacing it with a scholarships scheme, such as that proposed by Peter Karmel,
 or an open access scheme, such as that proposed in the leaked October 1999 Cabinet submission.
 In either case no university would be guaranteed their numbers, and would have to lift its performance if it wanted to retain its size or expand. 

While fees themselves remain controversial, there are only very weak arguments against student-centred government funding (commonly known as ‘vouchers’, though there should be no need to distribute bits of paper). Despite the virulent denunciations vouchers often receive, and the only occasional public arguments in favour, a 1997 poll showed clear majority support for them. In response to a question asking whether they were in favour of vouchers, 25% of those polled said they were strongly in favour and 32% said somewhat in favour, making 57% in favour. In contrast, 14% were strongly against and 9% somewhat against, making a total of 23% against. In other words, those in favour outnumber those against by more than two to one. There were only minor differences between the major parties on the issue – 60% of Coalition voters were in favour, and 57% of Labor voters (suggesting minor parties were more strongly against).
 The political problem either major party faces is with interest groups, not voters. 

The National Tertiary Education Union, representing a significant number of staff, in October 1999 condemned Dr Kemp’s plans to ‘introduce a voucher-driven funding system for Australian higher education’.
 Given the long history of Australian education unions opposing accountability for student performance we should not expect otherwise, but nor should we expect them to gain any significant public support. The National Union of Students, in a bizarre case of an ostensibly consumer group supporting producer interests, also opposes vouchers.
 Unlike the NTEU, the National Union of Students has no individual membership and no serious claim to widespread support, given the very low turnouts at student elections, and its program of demonstrations and disruptions is likely to further alienate support.
   

The Australian Vice-Chancellors’ Committee also opposes student-centred funding, though not quite as strongly as the NTEU and the NUS. This is what the AVCC President, Ian Chubb, had to say in his speech to the National Press Club on 14 March 2001:

Students would have more capacity to follow their preferences; so universities will need to offer real services, and real quality in order to attract and retain the number of students they choose to enrol. I should emphasise that the overwhelming majority of Vice-Chancellors does not now, nor has it ever, supported a voucher system. But we do believe that students wanting to attend a particular university should not be excluded simply on the basis of strict enrolment targets set by the Commonwealth. 

The fundamental issue is that universities need to have a greater degree of policy and funding stability and predictability – while being able to develop their unique characteristics as they comply with their particular mission. 

Instead of ‘vouchers’ the AVCC wants a system of floors and ceilings, lower and upper limits on student numbers and, though they do not expressly mention it, walls to keep private competitors out of the system. In other words, student choice provided not too many students actually get to make a choice. 


Essentially what the AVCC is saying is that in the interests of their own ‘stability and predictability’ students should be forever deprived of greater choice and a mechanism that gives universities an incentive to give student interests greater priority than has hitherto been the case. 

The AVCC’s fear of student choice is in any case not well-founded, since (perhaps regrettably) there would not be any quick and dramatic shifts in enrolment patterns. Even if student choice were introduced tomorrow, there are a number of reasons why existing universities have some inherent protections and time to adjust (and for the same reasons it will probably take time before significant improvements are seen). The reasons are:

· the most innovative competitors are likely to be new universities and colleges which do not have the public sector / union culture of the existing universities. These will inevitably take several years to establish themselves, and many more years still to build their reputations

· some existing universities will want to expand, but this will often require new infrastructure, which again takes time to build

· if there is a universal access system, such as proposed in the October 1999 Cabinet submission, there will be more places to go around

· research-oriented institutions are likely to want to shift some of their load from undergraduate to postgraduate, further increasing the pool of potential undergraduates for other universities to draw on

· all universities have an inherent advantage in attracting people who live locally, with 53% saying how easy the university is to get to is a major influence on choice, a factor which rates slightly above even course outcomes

· local advantage is particularly salient in the case of regional universities, where there are longer travel distances.  A 1999 study of 15 regions found that the universities there drew very high proportions of their students from their home region – seven drew more than 95% of their students

· if fees as well as vouchers were introduced, universities could increase enrolments through price competition

If despite all these protections and opportunities some AVCC members cannot attract a long-term student base we might reasonably ask why they should receive indefinite taxpayer support. 

The purpose of this section has been to suggest that the inquiry should focus on funding arrangements and not just funding levels. We can get much more for our money if we spend it in a way that encourages universities to perform than we can if it is simply a handout. This principle has been applied in research for some time; to apply it in teaching would follow logically. The interest group opposition is self-serving and poorly thought through, and the public supports change. 

Assessment standards

One argument against paying universities for retaining students is that an incentive to teach them well can also, sometimes, be an incentive to pass them in order to keep them. It has been argued that reliance on full-fee paying students, including a fairly small number of Australian undergraduates, a larger number of Australian postgraduates, and many overseas students has created such an incentive. If you fail these students, they won’t be back next year, and won’t be paying any fees. Therefore, you pass them so they do come back.

This line of argument would make sense if universities were conmen who could vanish when their trick was discovered. But they are not. For universities, reputation is a vital asset. When a student attends a university, one thing they hope to acquire is a share of the university’s reputation, through an authentication that they have completed to an adequate standard a certain body of work. If the university simply passes anyone who pays then their degrees will be worth less, if not worthless. The medium term and long-term commercial incentive is to maintain reputation, not to pass those who should fail. Universities need only look at the publicity over the last few months to know why low assessment standards don’t pay. 

The penalties for soft marking are more powerful, not less, for universities operating in a market or quasi-market environment. If there is a quota system such as that which operates today, you can get away with a poor reputation, since eventually some students will have to come to you.  In a mature market system, students can go elsewhere.  It remains to be seen whether many of those students with the most market freedom, overseas students, will choose to go elsewhere as a result of recent controversies.

If they do, Australia’s universities will be punished for the wrong shortcoming. Aban Contractor and the Sydney Morning Herald set a national and international controversy going on assessment standards, even though they were very short on evidence that there was in fact a major problem. The Australia Institute report on which Contractor’s original story was based came up with only a handful of cases in which academics felt pressure to pass full fee paying students,
 and no evidence whatsoever that anyone really was pressured. This is what Contractor over-hyped as a ‘damning study’.
 They have since reportedly submitted to this inquiry 15 quotes from academics along similar lines.
 Given the ideological agendas being run against fee-paying students even this small number of claims should not be taken at face value. In sum, we have no reason to believe that there is any systematic problem, as opposed to a few people possibly exercising bad judgment. In contrast, there is strong evidence, from surveys of over 50,000 completing undergraduate students, that there are systematic problems in teaching. Any serious concern with the quality of Australian higher education should focus on this issue. 

The Effects of Differential HECS

term of reference d(ii)

The standard argument against HECS and fees is that their costs make education inaccessible, particularly for people from low-income backgrounds. This, however, is inconsistent with the empirical evidence. 

The best study of changing educational participation is one carried out by the Australian Council for Educational Research (ACER). This was a panel study of groups of young people born in 1961, 1965, 1970 and 1975. One of the measures on which they were categorised was family wealth, based not on income directly but on the size of the home and the possession of various items. This was used because of the difficulty in getting reliable income information. 

For the oldest group 16% of those in the lowest 25% of family wealth were attending university by 1980. Some 29% of those in the wealthiest 25% were enrolled. In 1994, when the youngest group had reached university age, the HECS system had been in place for several years. If charges were a deterrent, attendance at university should have gone down. To the contrary, it went up. For the poorest group in 1994, 27% were attending university, and in the wealthiest group 53% were attending.

That participation from wealthier groups was growing even more quickly than from low wealth groups explains why the latter’s large change in higher education participation has not been obvious in DETYA statistics. DETYA presents its statistics in terms of percentages of the total student body, which means that with strong overall growth in student numbers low-income groups can be substantially increasing their numbers at university while still declining as a percentage of the whole. 

The ACER survey cited above does not cover the period of differential HECS. A subsequent survey does, though with a change in methodology that affects the results. In the initial study, higher education participation was measured at age 19. In the subsequent study it was in the year immediately following Year 12. Because some students defer and don’t attend university until they turn 19 or older, the figures in the later survey understate the proportion of Year 12 students who will eventually enrol. Despite this, the proportion of students attending university whose parents were in unskilled or semi-skilled jobs went up slightly.

We get the same impression of little change from DETYA statistics. The DETYA measure of low income is based on postal areas. Those areas ranked as in the lowest 25% of Socioeconomic Status (SES) are classed as low income, and students from those areas as low-income students. The weakness of this measure is that there are poor people in wealthy areas and wealthy people in poor areas, though possibly these two effects to some extent cancel each other out. These statistics show that after the introduction of differential HECS in 1997, the proportion of students from low-income areas fell from 20.3% to 19.9%. But this was well within the normal annual fluctuations in the figure, higher than it had been in 1992 or 1993 but the same as or fractionally lower than other years. Interestingly, though, the proportion of students from low-income areas in the most expensive HECS courses went up from 12.4% to 13.2%, the reverse of what you would expect if there was high price sensitivity.
 

These statistics should not be surprising. While HECS charges could reach a point at which higher education was not a profitable investment, they are not anywhere near it. 

 In its submission to the West review, the Industry Commission looked at this issue as it affected a range of professions—architects, computer professionals, teachers, engineers, lawyers, nurses, and scientists. Even with differential HECS, all had good rates of returns, ranging from 7.8% for architecture to 20.8% for computer professionals.
 The changes in HECS rates did not have dramatic effects on the rate of return, because the main cost remains lost salary while the degree is completed. Even with full fees, there are still positive rates of return on all the listed professions.
 Clearly the overseas students paying full fees plus the costs of travelling to and from Australia know something that opponents of differential HECS do not. 

What is wrong with differential HECS is not its level but rather what is wrong with the HECS system as a whole: it functions as a tax rather than as a market price. Higher HECS charges do not go to the universities but to the Commonwealth, so they do not encourage more production or reward superior quality. HECS cannot have the incentive effects of prices. Governments can affect prices through the subsidy system (for example by subsidising more heavily courses with high costs but low returns), but the actual price should be set by the university through top-up fees, so that what students pay has some effect on what students receive.

Quotas v. opportunity
If equality of opportunity to participate in higher education is a goal, then this is another reason to abolish the quota system. Even if education is completely free, this will not help low-income potential students if there are simply not enough places for them. With the quota system, low-income students are forced into a zero-sum game with students with greater educational advantage and higher Year 12 scores. Some of them must lose out. 

A benefit of the open access programme proposed in Dr Kemp’s 1999 Cabinet submission is that it would end the arbitrary restrictions on student numbers that exist in the current system. Up until Year 12, anyone who has satisfied entry requirements is able to progress to the next year. There are no quotas. But when they reach the point of university entry suddenly they can be blocked. The interest groups talk about expanding access, but they never suggest open access, even though this would end all government restrictions on admission. The reason, presumably, is that once you have open access it is much harder to run a quota system, because you cannot tell in advance how many people will want to enrol. Interest groups want to keep quotas because it gives them control, even though yet again students come off second best. 

Conclusion

While Australia’s universities have been paying more attention to teaching quality in recent years, it would be over-optimistic to believe we can achieve more than modest improvement without a change in incentive structures. The culture of the universities, which favours research and academic autonomy over teaching and responsiveness to students, needs a countervailing force in economic incentives to improve teaching. 
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