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Inquiry into higher education funding and regulatory legislation

The Secretary,

Senate Employment, Workplace Relations and Education References Committee,

Suite SG.52,

Parliament House,

CANBERRA, ACT 2600

A Supplementary Submission

Summary

An efficient, accountable organization will perform and serve society better.

That organization will manage its scarce resources effectively and spend whatever monies it generates from whichever sources wisely. That organization may be a university or a school, and it may receive part of its funding from the public purse.

Monies spent with the inefficient or ineffective organization, will ultimately become a poor investment. 

It is an open question whether our universities could be more efficient and should be more accountable for the public monies they spend. But, this is a question that should be answered independently and objectively. The quality requirements of the Higher Education Support Bill and their implementation are therefore of critical importance to the future of tertiary endeavour in Australia.

Universities occupy a semimonopolistic market. They do not operate under conditions of pure competition. There are more students wanting to attend than there are places available. Unlike in the non-systemic independent school market place, natural competition does not govern performance or pricing. Outcomes are of increasing importance to universities but results and quality provision do not determine enrolments. High attrition rates, a mediocre international status and a foreshadowed strike indicate at least some quality problems. In such a protected market, better and more objective measures than what Sub-division 19C (“The quality requirements”) of the Bill seems to propose, are needed to determine whether the tertiary industry is delivering as well as it should.

The audit process should be extended to incorporate some of the benchmarking envisaged in Ken McKinnon’s “A manual for Australian Universities” (DETYA, February 2000). This position should be supplemented by the practical expertise that most independent schools, through their principals and their Boards, rely upon as they use this pure information to improve and progress their performance against national and international criteria. Australian universities ultimately should be audited for outcomes ( both educational and research) , efficiency and managerial performance against each other and then against international best practice. The quality provisions proposed in the Higher Education Support Bill 2003 will not achieve this level of accountability and scrutiny. 

The result of this audit, and the steps the institutions take to improve, would constitute an appropriate accountability for both tertiary educational management and the public monies they spend.

The Bill should contain, therefore, a provision to develop objectively and implement independently such an audit, independently and objectively administered, as a component of the quality assurance process.

The supplementary enquiry

We welcome the opportunity to submit to this supplementary enquiry. The media coverage of the proposed reforms has focussed on funding in its various forms and the opportunity for the AWA option to be introduced into the tertiary workplace. The government has stressed its commitment to tertiary education by providing additional funding and offering universities the power to further their revenue through increasing cohorts of fee-paying students.

It is our understanding that the Ministry has recognised that the present Tertiary Education Industry structure allows University management to avoid the natural realities of market needs, industry competition and continuous improvement in operational efficiencies. 

Consequently the reforms have been developed to encourage universities to become more effective by allowing the Market, the Industry and their individual organisational dynamics to work more responsively in the following ways:

1. The Market

By increasing the reliance on private funding to encourage institutions to become more responsive to Market dynamics exposing the need to respond to the requirements of students and stakeholders and reduce dependence on the public purse.

2. The Industry

By encouraging the influence of Industry dynamics to support the  recognition and development of the areas of selected excellence of each University and their competitive advantages. [It is understood that the intent is to encourage the development of areas of excellence and reduce course duplication or course retention inefficiencies.]

3. The Organisation

By revealing organisational operational management standards to ensure that administrative and associated costs are at Industry best practice levels. 

In this argument about the distribution of scarce resources, matters of managerial efficiency and effectiveness have had little coverage. Clearly if the expenditure side of the ledger is reduced, then limited funds go much further. The public debate has simply assumed that tertiary institutes are effective, are managed efficiently and spend their dollars prudently.  We believe that this assumption needs to be justified. We are proposing a case for an audit system that will test the assumption.

University management has been able to direct the debate away from adopting changes in their practice through which their institutions might become more effective and efficient, and so either reduce their costs, lower their fees or spend their money better. The executive of such institutions should come to understand that they will protect their institutional autonomy by becoming more accountable for their outcomes, their relative competitive performance and their organizational efficiency.

Australian independent schools, except those few that are extraordinarily well endowed, have learned to exist in a highly competitive market. Each provides a quality service representing real value for money in the business of education.  In Victoria, the non-systemic independent school has learned to live alongside very well credentialed Ministry schools and equally well renowned catholic systemic schools. The former charge few, if any, fees; the latter charge fees of about $3000 per annum. Yet the independent school must charge fees of between $10,000 and $15,000 per annum.

Parents will spend their scarce resources for only as long as the independent schools deliver an outcome advantage of sufficient quality. Once an independent school ceases to perform, then it will either fail or those who are causing its demise will be replaced. So, to survive, the independent school must remain accountable, efficient, effective and produce attractive transparent outcomes. No independent school can expect to act like Oliver Twist or be satisfied from taxpayer funds.

Australian universities have much to learn from the successful independent schools.

There are several indicators that university managements have several structural and performance problems that are not being solved. 

Australian secondary education performance, as gauged by the OECD PISA annual study, regularly places our students in the top five performing OECD nations in language, mathematics and science. Our universities draw their undergraduates largely from these same students usually after another rigorous selection process. Yet not one Australian university is rated with the top one hundred world universities. 

The poor retention rates of undergraduate students continually astound. 

McKinnon ( DETYA Feb 2000) proposes that an appropriate “success ratio” should be ninety-five per cent. The success ratio is a measure of retention. “Any Australian University with a success ratio of less than seventy per cent has a problem of multiple dimensions and a need to demonstrate action to remedy these deficiencies,” McKinnon contends. Yet, one commonly reads of attrition rates of over forty per cent suggesting substantial problems with pedagogy, counselling and care, staffing, morale and purpose. Anecdotal evidence of appallingly overcrowded lecture theatres and tutorials, wretched teaching, fatuous facilitation and a general disregard for pastoral care is common.  An outcomes audit, we suspect, would not be complementary. The matter must be addressed. It will not be solved by money and more money.

McKinnon again: “It is clear that some enthusiastic, properly prepared students do fall by the wayside whether through immaturity, lack of resources, poor teaching, inability to cope with the workload or the standards required, or other reasons. It is equally clear that universities should not counter such wastage by lowering standards, simply to achieve higher student success ratios. Thus a perfect pass ratio is not possible. Nevertheless, the ratio of successful subject passes to subjects attempted is an essential benchmark of the success of the university’s targeting of enrolments, of the support it provides to students and of the response to its teaching approach.”

Staff morale is clearly in need of improvement. The union has signalled that it will call a nationwide strike to indicate how severe the crisis of confidence confronting university lecturers is. The quality of a university, like a school, turns upon the quality and commitment of its staff. If the union is right, then management has sadly misplaced its priorities. 

Monies spent on administration systems and staff, have been the subject of regular press reports as have other questionable attempts at asset management and strategic future options. An audit of the type we envisage would expose the extent to which the industry seems to be able spend ineffectively yet continue to call for more public monies to repair its recurrent expenditure. Were hospitals or nursing homes to conduct themselves thus, would they not be shut down? Were “wealthy” independent schools to act thus, would they not be publicly pilloried by all and sundry. Yet we excuse universities. We should not.
Many independent schools regularly benchmark their own “best practice” and belong to organizations, which benchmark industry performance. Those benchmarks enable the Boards of Governors to compare and contrast the performance of the school with its competitors’ performance, using good information. Such not-for-profit companies have to perform because the directors are responsible for the school’s debt. They cannot afford to operate ineffectively or inefficiently.

Improvement in our university practice will only be marginal while the universities do not need to compete for students or are not required to measure their performance against objectively established national and international yardsticks. Too many students are simply waiting to enrol year after year. 

Competition in a pure market would dramatically improve their performance both as educators and researchers. But the tertiary market is semimonopolistic, not pure. There is the need therefore to structure an accountability for performance and efficiency. If tertiary educational managers were motivated to examine their institutions by having their competencies, their contributions and their outcomes audited, and then to examine these by benchmarking the quality of their operations as well as their outcomes against best practice indicators, the impact would be dramatic.

The program we are advocating would consist of three phases.

Phase 1

Requires a review or audit of the institution’s competencies, their applications and their outcomes, relative to industry benchmarks, to identify the institutions’ areas of selective excellence.

Phase 2

Involves a study of competitive institutions, the Industry, and of the relevant market for a positioning exercise to verify areas of relevant selective excellence.

Phase 3

Employs the findings of the first two phases and builds a system of benchmarks to guide the Institution towards its selected position within the industry but relevant to its chosen market.

Positioning might initially be within a national context but ultimately within an international context.

The Bill needs to strengthen the performance and efficiency edge of its quality assurance practice. The Bill relies too heavily on the “Australian Qualifications Framework Register” which, while quite appropriate for matters of quality assurance in process and structure, will not pick up on outcomes, accountabilities, efficiencies and relative performance, both national and international. Moreover, the ISO 9001 accreditation will not develop comparative or industry measures.

We contend that there should be a paragraph 19-26 which proposes an independent audit team (TEAM for Tertiary Education Audit management) to develop a tertiary institutions industry best practice profile of competencies, contribution,  financial and organizational performance through and against which Phase I, 2 and 3 audit outlined above would be implemented. 

We do not want to duplicate work that is being or will be done by the department or by each of the universities. Nor do we want to suggest that the only audit should be for performance and efficiency.

Kaplan and Norton were intent on having organizations look at and beyond financial efficiencies to effectiveness so they could “balance their scorecard” in terms of the range of outcomes the organization was pursuing. An organization can be very well managed financially, stand up to whatever financial comparisons might be brought to bear, but have lost sight of its contribution to the society. So, this institution would be efficient but hollow and ineffectual. Alternatively, another can be very effective but founder because it cannot generate the necessary resources to implement its vision. The dynamic balance has to be established. 

We accept the thrust if not the detail of McKinnon’s contention that

· Educational institutions should compare their present functioning on selected benchmarks with the state of the institution in the past to establish a trend series and a highly useful, low-cost approach to self-improvement
· Schools or universities with similar characteristics can and should undertake comparative benchmarking.

The McKinnon Team have selected the following 25 (of 67 contenders) characteristics of the organization upon which the performance, effectiveness and efficiency of the organization should be audited. While we would argue that these characteristics are important of themselves, there is not sufficient attention given to outcomes or contribution in this set. So, our scorecard would be more selective but add other measures of the institution’s contributions to research, to society and to the futures of its graduates as well as measures of attrition and turnover. But, the list gives a good indication of what a “scorecard” could become, against which the future improvement of the institution could be measured and a proper audit accountability established.

The characteristics McKinnon isolates as his optimal twenty-five are

1. Governance and Leadership

2. University-wide Planning

3. Clearly Defined Lines of Responsibility

4. Organizational Climate

5. Reputation

6. Competitiveness

7. Operating Result

8. Commercialisation: Net return on Equity

9. Strategic Asset Management

10. Space management

11. IT&T Infrastructure

12. Learning and Teaching Plan

13. Fitness of Courses

14. Student satisfaction

15. Employability of Australian Graduates

16. Student Administrative Services

17. Research HD Completions per Academic Staff

18. Weighted Research Publications per Academic Staff

19. Research Impact

20. L&IS: Contribution to Teaching and Learning

21. L&IS: Provision of Support for Research

22. Culture of Internationalisation

23. Balanced Onshore International Student Programme

24. Strategic HR Planning

25. Career Development/Staff Effectiveness.

The authors contend that “a school or a university can sensibly cut and paste for its own set of benchmarks” and that the “academically related benchmarks have been specifically designed for use at faculty and school levels as well as university level.”

We contend that educational environments are improved by competition, a concern for outcomes, efficiencies and profitability, and a commitment to becoming less reliant on the public purse. We further believe that the operating efficiencies that can be implemented will not only improve our universities’ world standing but will broaden access to those who may not be able to afford fees that have been struck to finance operational inefficiencies. Further, if the process is independent, authentic and apolitical, then all stakeholders can be enriched as “their” university develops against its past and its competitors.

Michael Faulkner

Tony Conabere

October 10, 2003.

