“Managing core university business performance in the wake of ‘fees
must fall’ context: a legitimacy theoretical perspective”

Pumela Msweli

AUTHORS Timothy Hutton

Pumela Msweli and Timothy Hutton (2016). Managing core university
business performance in the wake of ‘fees must fall' context: a legitimacy
theoretical perspective. Public and Municipal Finance, 5(4).
doi:10.21511/pmf.05(4).2016.04

ARTICLE INFO

DOI http://dx.doi.org/10.21511/pmf.05(4).2016.04

JOURNAL "Public and Municipal Finance"

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”
0o 0o 0o

<7/~/| BUSINESS e .
PERSPECT'VES usinessperspectives.org


http://dx.doi.org/10.21511/pmf.05(4).2016.04

Public and Municipal Finance, Volume 5, Issue 4, 2016
Pumela Msweli (South Africa), Timothy Hutton (South Africa)

Managing core university business performance in the wake of ‘fees
must fall’ context: a legitimacy theoretical perspective
Abstract

This paper uses the legitimacy theory as a lens to ideh#fynost sustainable performance model to defend and main-

tain the legitimacy of higher education institutions in the midst of ‘fees must fall’ crisis. The body of evidence pre-
sented demonstrates that universities have at least seven critical stakeholders that control resources needed for survival,
growth and legitimacy. Using this evidentais study builds a model that looks at the impadeefincome and work-

load on success. The model was tested using annual time series panel data for the period 2009-2013 across 23 public
universities in South Africa. The model examined the effect of fee income and workload on success rate. Basing the
arguments on the notion that students are a critical constituency, with a strong influence on the amount of fee income
an institution may amass, the model tested the relationship between performance and fee income using success rate as ¢
proxy for performance. The findings showed that not only is fee income a stronger predictor of success rate, but also
that fee income is negatively related to success rate of students. Policy implications of the findings are discussed.

Keywords: higher education, fee income, institutional theory, performance legitimation, workload model.
JEL Classification: 123, D31, L26.

Introduction The ‘fees must fall' campaign signifies a broad shift

arom labor led movement protests demanding wage
increases, to a massive and highly synchronized
protest demanding an affordable education system.

“O”.a' Landscape for Higher Educatipmhere .it As a response to this, the government announced
outlined the transformation for the South Afncthat there would be no’ student fee increase for the

Higher education landscape (DHET, 2002). Th ; i
years 2003 to 2009 saw the institutionalizatior?016 academic year (DHET, 2015). The Govern

; . . ment further announced that it will allocate R1,935
of the Transformation and Restructuringolicy .. . . :
: " bjllion, which will result in a shortfall of R394,7
document, as the universities of technology and.. .
) L ; illion (HESA, 2011). Under normal circums-
comprehensive institutions were reconfigure

through mergers and restructuring (CHE, 2009 gnces, student fee income in the higher education

. : 200
This phenomenal transformation resulted in 2 ector in_South Africa ranges between 28-38%

public institutions made up of 11 universities, si ESA, 2011). A shortfall imposed by diminishing

. . i . ; ” he fee income will result in further financial pres-
comprehensive universities and six universities Qf

technology. Subsequent to 2003-2009 universi ¥l|Jres on already cash strapped u_mversmes. using
: o e legitimacy theory as a lens, this paper seeks to
merger processes, two new universities have be

_Identify the most sustainable performance frame-

crea'ted— the Sol Plaatje University and the Unl‘work universities can use to manage their core busi-
versity of Mpumalanga. Most recently (2015) th?‘uess performance, while ensuring that they are

University of Limpopo campuses in Polokwane,, ; L

and Ga-Rankuwa separated to form the Sefael?(l)lgned to their strategic intent.

Makgatho Health Sciences University in GaThis paper argues that the budget shortfall is likely
Rankuwa, as a separate entity from the Universitp be much higher if the academic workload model
of Limpopo. This has resulted in 26 public higheis out of syncronisation with institutional differen-
education institutions. While the higher educatiotiation strategy. This argument is based on the pre-
sector is still grappling with the consequences ahise that grant funding in South African universities
the merger process, which saw University of Limincreased from 1996 to 2008, while state funding for
popo undoing its merger with the former Medicafulltime students saw a decline (HESA, 2011). If
University of South Africa, the sector is hit by theuniversities have been struggling to finance budget
‘fees must fall campaign. The campaign is thehortfalls before the ‘fees must fall campaign, what
boldest statement that students have made since #he the logics that explain institutional legitimacy in
phenomenal student uprising that took place ia system characterized by increased demands for
June 16, 1976. scarce financial resources? In addressing this ques-
tion, this paper first provides a critical evaluation of
legitimacy theory. The paper, then, discusses institu-
Sufnuerl]glillzlv?/\glieli,’A-gi'Tr?é{]);:—é?gs;c;rzoFlf(;ult of Management Sciencetional differentiation and V\./(.)I‘k|0_ad models in the
Durban University of Technology, Durban, South Aftioa, ontext of performance legitimation. Thereatfter, the
Timothy Hutton, Dr., Honorary Researcher, Faculty of Engineering argaper presents the methodological approach and

the Built Environment, University of Witwatersrand, Johannesburq;indings of the study
South Africa. ’

In June 2002, the Ministry of Education publishe
Transformation and Résicturing: A New Institu-
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1. Legitimacy theory Tilling (2004) points out that an entity may either

tge in a phase of establishing legitimacy, or main-

Literature identifies, amongst others, two differentaining extending or defending it. Even though
types of legitmacy theory: institutional legitimacy TiIIing’é work looks at Iegitimatioﬁ theory as a

theory also referred to as institutional theory, anv(?/ay to“critically unpack corporate disclosures”

performance legitimacy. Inst_itutional legitimacy %his analytical lens can be used to look at sustaina-
!nstl_tut!onal t_heory can be viewed as a process fBTe mechanisms for measuring how university
institutions, in particular, government institutions erformance can be evaluated. Accordingly, we

CEok at core business performance legitimation on

togain acceptance from constituencies within whi
they operate. Several authors (Battilana, Leca, e basis of the assumption that the resources each

Boxenbaum, 2009; Msweli & Mkhize, 2007; Powell

_ stakeholder group controls will determine the
&Colyvas 2008; Ramsey & Amenta 2010) emIOhaSd-egree to which each stakeholder group can

ize the role powerful social actors playin ianuencingI]]ei hten or diminish bperformance leqitimac
attitudes, interests and values of institutions. Webﬁ%gther way of looking pat this assumpt?on i ,2/0

(cited in Zhao an_gl Yang, 2013, p. 12) !dent'f'e%onsider the extent to which an organization or
three types of legitimacy that are the basis of goy-

emment power includingtraditional legitimacy” entity is able to attract resources necessary for its
power radiional 1egiimacy ., = ¢ rvival (Tilling, 2004). In view of that, we
based on inherited poweicharismatic legitimacy

. . . o consider the resources that each of the ten stake-
based on unique charismatic qualities of the head 0 . A
o ., .~ holder groups depicted in Figure 1 control and the
government andlegal legitimacy” based on judi-

cial principles that bind society. Government Iegiti'—nﬂuencle ‘.:‘:[‘."lCh stakeholder group has on perfor-
macy, according to Zhao and Yang (2013), has el c€ ‘egiimacy.
challenged on the basis that it is viewed as an o@- Key university stakeholders and performance
come of false consciousness, and, as explained legitimacy
Ratner (2013), false consciousnessense-making . .

Given that students are social actors that confer

mechanism to produce a set of interrelated misupe— itimacy of an academic enterorise. by virtue of
derstandings that sustain each othet’egitimacy 9 y prise, by

has, thus, been fraught with shortcomings and faﬁbeir presence/absence, students could be catego-

ures not only on the basis of the notion of false con‘ﬁ'—Zed as a powerful constituency. Moreover, whi-

sciousness, but also on the basis of its abstractn%@egver angle one takes in assessing performance,

which makes it empirically unverifiable. it how higher education policies have been

crafted, or how universities are ranked, to how
Performance legitimacy theory on the other hangyblic universities are funded, students are at the
offers a window of opportunity to empirically testcenter stage of an academic enterprise. As men-
legitimacy. Taking on board Zhao and Yang'sioned earlier, there are three categories of public
(2013) explanation of performance legitimacypjgher education institutions: (1) traditional uni-
this study defines performance legitimacy theoryersities, (2) universities of technology, and (3)
as an institution’s right to institute a governancgomprehensive universities. A traditional univer-
system and command power on the basis of ifgy refers to a university that has either stayed the
performance. This definition is built on Powell &game or has merged with another university. A
Colyvas's (2008) conceptualization of legitimayjversity of technology is created from the mer-
tion as a concept given meaning by multiple agjer petween two technikons. Comprehensive uni-
tors in a social environment. In explaining thig,e(sities, on the other hand, are created from mer-

point, Tilling (2004) provides a helpful approachyerg petween universities and technikons. Univer-
in working with the legitimation construct. Tilling sity of Venda and the University of Zululand

(2004) posits that legitimacy theory must examingq,yever, are comprehensive institutions that were
how relevant stakeholders influence the flow of .+ involved in mergers. The two universities

resources crhuualdto the olrg;an|ﬁgtlon’skesTt§|1|t_)I|sf\}\-lere created from traditional universities to create
ment, growth and survival. In his work, Tiling greater access and responsiveness to their local
(2004) identifies four important stakeholders: (1 egions (Msweli, 2012). Comprehensive institu-

governm_en.t; (2) the pu_bllc; (3) _the fInanCIaltions are expected to contribute to meeting goals
community; and (4) media controlling FESOUrCeRy o ntified in the National Plan, which drive the

ranging from contracts, grants (in thg case of go‘é'?untry’s Human Resource Development Strategy
ernment); patronage support, labor in the case g, it of Education, 2001 cited in Mswel

the publl_c, and mve_stm_ent in the case of financi 012) and these include:
community. Media is viewed as having a perva-
sive influence on how each stakeholder group Increasing student access to career-focused
makes decisions. programs.
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¢ Improving articubtion betveen the erea-
focusal and acadwmic prograns in order tdaci-
litate student mdility between different pro-
gram $reams.

¢ Exparding opportunities for research e the
exparsion of appled reseatt to benefitfrom
university researcltapability.

¢ Enharing capady within institutions o re-
spondto the sodl and ecoomic needsbased
on regonal requirenents.

STAKEHOLDERS
A
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As pointed outby Buntingand Cloete(2010) uni

versities of tedinology offe basic as ll as profes

sional undergaduate andpostgraduat degrees ta
honours, mastes and doctal levels. Wiversities ¢

technology onthe other Bnd offer vaational awl

career focusedundergraduge diplomasand degree
with limited offerings of nmasters and actoral quakh

fications. Conprehensiveuniversitiesoffer a com

bination of caeer focuseddiplomas ad degrees &
well as postgrduate qualiftations.

Publicity
{positive/
negative

Investment,
capital,
technology

Community
engagement

- 0 0 000 and output income

_
Human capal

Students Student fees

Fig. 1. Critical stakeholdersin the higher education sector

Figure 1depicts seve key uniwersity stakéolder
groups tlat control citical resouces to gai and
enhance @formancelegitimacy. Starting fran the
top of thepyramid, we have medi that playsa key
role in irfluencing tke flow of resources tfough
positive pblicity that communcates goodwill.
Media cold also thregen legitima&y or even éad to
a loss of égitimacy, which mayaffect the fow of
resourcesneeded forsurvival. When legitinecy is
threatenedr lost, itmay take a gbstantial anount
of energy,time, huma and finamial capital b de-
fend or reestablish it.

Next in thepyramid is he financialcommunity,which
determineghe flow of capital and dchnology.Finan-
cial capitalbuilds thephysical, tebnological ad re-
search infastructure ofan acadenai enterpriseWith-
out capital,it is impos#ble for legitmacy to besstab-
lished. Ths particularstakeholderdirectly andindi-
rectly impacts on the gality of physical assetsyhich,
in turn, irfluence theinstitutions capacity toattract
talented eademics neded to heipten perfomance
legitimacy. Highly skilled, compéent and tkented
academicscontribute substantially to perfomance
legitimacynot only beeuse of thehuman capitathey
bring to the university, but also because theygive a
universitya competitiveedge.

It is not possil# to discuss aniversity’'scompetitive
nes without refrring to itsdifferentiation strategy ad
its workload malel. There is view thadifferentiatian
between instittions andworkload malels are nb
appopriately cofigured tomatch univergies strateg@i
focus, nor thestage in theuniversitiesdevelopmen
(Backhouse, 209). In orderto attempt tacreate diffe
rertiation for wiversities & technoloy, the Sout
African Techology Network (SATN) has bee
formed. Backhase (2009)feels that tbre is uneasi
nes amongst nstitutions @ the issue odifferentia
tion, as it is intepreted as &ierarchical dferentiatian,
asopposed to &ng a systm of differentiation basd
onfocus areasin observatin made byKuzilwa ard
Bangu (2012) § that as instutions begi to differen
tiate themselvesind identifywith their grategic focs
aress, taking imo accounthie size of lte institution
allocation of waokloads to sff will be done in a wg
thatstrengthengerformance

Resarch condcted by Kuilwa and Bangu (2012
reveals that assiant lectureland seniordcturer rank
hawe a higher ¢aching wokload than e workloal
of experiencedacademicsn the profesorship rank
The effectivenss of thisworkload nodel has nb
been empiricdly tested in differert universiy
setings. Therere still mary unresolveguzzles and
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guestions around the area of workload in acadenggperience and opportunities of the academic in
institutions such aswould comprehensive universi-question. Such suggestions take on board Bitzee's
ties require a greater cadre of senior academic staff013) contention that academic activities are wide-
necessary to conduct academic research as well @nging and time consuming. For example, the
postgraduate supervision, or do they need emergiagnount of time needed to plan for teaching, to
researchers at senior lecturer levels who are stillieliver teaching programmes, to assess, to supervise
finding their feet in building their research profile?postgraduate students to participate in community
Do universities of technology require a greater conservice, while simultaneously managing personal
ponent of established faculty members to cover thesearch projects and attending to academic
bulk of the undergraduate teaching workload, or deitizenship projects is usually under estimated when
they need faculty with limited research experience tmplementing workload models. The assertion to
teach undergraduate students$f is interesting to “publish or perish” has transformed the manner in
note, however, that Schejbal (2012) describes faculshich academics approach workload models.
members as conducting their business as artisans #ugilwa and Bangu (2013) are of the view that
to their individual skills in creating unique intellec-workload models are directly related to the strategy
tual property. Up to now, Schejbal (2012) feels thatf the university. As such, if a university’s
faculty have been saved from industrialization exp@erformance legitimacy is achievedby a stronger
rienced by business due to the limitations of artificiaksearch focus, the teaching focus would need to be
intelligence. As with other industries, the digitateduced. Kuzilwa and Bangu (201&so found that
technology has come of age in higher education atite age (maturity) of the University would influence
is poised for disruptive transformation that has enveow the workload model is designed, with less well
loped other sectors of the economy. This disruptivestablished institutions focusing their effort on
transformation comes in the form of online coursdeaching and well established institutions with a
that are rapidly gaining traction in the sector resultingeightened focus on research. Implicitly this
in significant cost savings and achievement of ecoapproach is envisaged to make it possible to attract
omies of scale, which should be taken into account @amd retain more senior academics, necessary to drive
establishing and maintaining performance legitimacyhe academic strategy.

The issue of differentiation and allocation ofThis argument goes back to the differentiation strategy
workload could be viewed from Callaghan’s (2015pf the South African Higher Education Institutions.
perspective. Callaghan (2015) observes that theredge can expect different university categories to have
constant tension between teaching and researdifferent staffing models, which should reflect directly
with research being the predominant factor fdn their student fees. As Figure 2 shows, government
academic progression. Callaghan (2015) posits thfahds and student fees have increased marginally over
even though an academic career can follow twepfive year period. Private income, on the other hand,
paths — the academic or a management path has declined by 4% over the same period. Workload
strong research profile determines progressiomodels should be designed in accordance with fee
There are a number of scholars (see for examplagome structures and revenue streams. For example,
Ewing, 2012; Kuzilwa and Bangu, 2012 thaif undergraduate fee income is declining in a compre-
differentiate workload models for academics anblensive university, efforts should be made to attract
academic management, suggesting flexibility in thHiee paying postgraduate students to make up for

allocation of workload, based on levels of the shortfall.
Sources of Income 2013 2009 Sources of Income
100% 100%

90% 90%

80% 80%

70% 70%

60% 60%

50% 50%

40% 40%

30% 30%

20% 20%

10% 10%

0% 0%
EEIRZDa<EZON EFEIRIdDa<EZON
DDOWL2O2D2SDOVOW=D DOWL222ZTDOVW2oW=D
[\ RN @] = = - 2 ) oo s = = 2 =)
o Z 5 Z o zZ 5 =

o] -]
E2013 ®2013 ®2013 m2009 ®2009 =2009

Fig. 2. Sour ces of income
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Judging ly the perbrmance iulicators outined
in Table 1, studentsare a ctiical stakelolder
in higher education.Thirteen ¢ the 25 rfor-

Public and Municipal Finance, Volume 5, Issue 4, 2016

mance indicatos (52%) pblished annally by the
Center for Hgher Edwation Trwst are stu
dert related.

Table 1. Hgher educatin performace indicatos 2000-202

Publications Financial

Students Staff
1. Enrolments 1. No of staff
2. Average annual growth in head count 2. Academic staff by rank
enrolments 3. Academic staff by qualification
3. No of enrolments by qualification type 4. Academic staff by race
4. No of enrolments by major field of study 5. Academic staff by gender
5. No of enrolments by race 6. Total academic staff (FTE)
6. No of enrolments by gender 7. Ratio of student FTEs to staff
7. Success rate FTEs
8. No of enrolments by qualification type
9. No of graduates by major field of study
10. Weighted graduates

1. Research outputs
2. Weighted total research
output per academic staff

Income and expenditure
Surplus/deficit on all activities
Sources of income

Research income as a % of block
grant

Teaching income as % of block
grant

Personnel costs as % of total
expenditure

o=

The impotance of stdents as a ggformancelegiti-
mation resurce is comborated bythe publichigher
educationinstitution @rolment figures, whichhave
increasedconsiderablyover the pend betweer?2009
and 2015from 425 00 in 1994 to837 7779 ir2009
(CHE, 20®; CHE, 200). Accordig to the @uncil
on HigherEducation 2014) report African sudents

are still underepresentedn the total enrolments
Furthermore, e higher ducation sytem still re-
flects the legag of aparthed when itcomes to te
profile of studats who finsh their degees on tire
(CHE, 2016). These chaénges regue carefuly
corsidered inteventions tlat take intoaccount te
dedine in fee itome.

South African University Enrolments (full-time eguivalents) 2009-2013

i L ) _.
Llllillll

I

Fig. 3. South African enrolments 2009-2013
Source: CHHE (2016), avadble athttp://chet.org.za/dataahe-open-dat

3. Methodology

The stug uses anumal time ®ries paneldata
sourced fom the CHET databas on SouthAfri-
can highe educationperformane indicators The
empirical analysis overs the priod 20092013
across 22ublic universities in $uth Africa. The
data have22 paned and five periods, which
amount © 110 olservations. Data on three
variables specified n equationl were sarced
from the Center for Higher Edication Transfor-
mation Ddabase.

The analgis consideed two najor indepadent
variablesincluded inthe basemodel: wokload
measureds the ratiocof student HEs to staf FTE
and incane. The dpendent vaable is suacess
rate. Ordnary Least §uares Reggssion tesd the
relationshps betweerstudent socess incora and

workload. Ushg the pankdata, mdelling tech
nique was adantageousbecause itallows fa
capuring notonly the varation of what emerge
through timeor space (R209-2013),but also tle
variation of these two dimensions shultaneous
ly” (Podesta, @00). Panedata analyis generatg
better estimatns (e.g.,higher T-s#tistics, ad
justed R-squag, F-statistis).

Before runningthe Ordinay Least Squee to approx
imate the coeffiients of tle regressiorequation, tlie
study tested forthe stationdty of the \ariables. Tle
statonarity of the time sées was testl using tle
Augmented Dikey-Fuller ADF) test. The Grange
Causality testwas used taletermine tle nature ad
direction of cawality amory the variabés in the qu-
ations speci-fiel below.

The model wasspecified agollows:

35



Public and Municipal Finance, Volume 5, Issue 4, 2016

Studensuccesgate = a, + &, - Income +a, - Workloagu, +u, +u,. 1)
4. Findings of 83,7%. The median success rate is 77%

Table 2 provides the descriptive statistics of€aning that in more than 50% of the institutions
the three variables in equation 1. Success ra#8% and more students do not complete
has a minimum of 59,7% and a maximuniheir studies.

Table 2. Descriptive statistics of dependent and independent variables

Mean Median Maximum Minimum Std. Dev.
SUCCESS_RATE 0.762668 0.772802 0.837981 0.597229 0.052455
WORKLOAD 27.63352 26.41928 85.14810 11.35809 14.99492
INCOME 0.306522 0.320000 0.430000 0.200000 0.063433

The minimum fee income, as displayed in Tableinimum of 11.3 and a maximum of 85.14.

2, constitutes 20% of total income and theaple 3 gives an indication of the strength and
maximum income adds up to 43% of the totadirection of the linear relationship between the
income. Ratio of student FTE to staff FTE ighree study variables.

Table 3. Correlation matrix between variables

SUCCESS_RATE WORKLOAD INCOME
SUCCESS_RATE 1.000000 -0.738457 -0.501900
WORKLOAD -0.738457 1.000000 0.636011
INCOME -0.501900 0.636011 1.000000

As expected, workload shows a strong and negatipetential bias due to several reasons. One likely
relationship with the success rate. This findindias is omitted variables bias, as it is probable that
implies that as workload increased success rateme important factors omitted as explanatory
decreases. Success rate also correlates faivigriables may affect corruption, human capital
strongly with fee income, as expectes. Thand social development simultaneously. The fixed
relationship between success rate and fee incomeeféect model can adjust for unobserved effects
negative. This finding is counter-intuitive, becausthat are correlated with covariates. It is also
one would have expected that the commitment thpossible to use a fixed effects model to account
goes with paying fees would translate to a highéor time-invariant unobserved factors that might
success rate. be correlated with the variables that are included

To study the relationships specified in equation in tlhe r(re]gres?lo.n er?_uatl;on. The fixed _effectz
e OLS regresson technique was usea. THPLS 1 [eRionshn betieen corupton o
limitation of the OLS technique is that it does no ltaci 2001 y
discriminate between the various institutions, no atagl )-

does it tell us whether the relationship betweeAin assumption of the fixed effects model is that
success rate, income and workload is the same tane-invariant ~ characteristics  (organizational
each wuniversity over time. Put differently,culture and mission statements of universities) are
grouping the universities together at differentinique to individual institutions. Therefore, each
times results in the model not recognizing thenstitutions success rate has its own unique
heterogeneity that may exist among théeatures. Therefore error term of each institution
universities. A fixed effects model takesand the constant should not be correlated with
heterogeneity characteristics into account. others. This way, the results are adjusted for effects

The variables included in the Ordinary Leas&hat are institution specific.
Square (OLS) estimation may be subject tdhe following fixed effect model is estimated:

Studensuccesgatg = S, + g, - Income + 5, - Workloaq +y, +0, + ¢, )

¢ p is coefficient for independent variabless y. - stands for specific institution characteristics
(workload and fee income), constant over time,

¢ &,— depicts the error term across institutions ¢, - depicts is a time-specific effect,
and time, ¢ i —institutions, t- time.
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Before estimating equation 2, stationarity of the dateot subject to spurious correlation. All the variables
series was tested using panel unit root method donsidered, Success rate, fee income and workload, are
ensure that the variables used in the regressions watadionary at level and need not to be differenced.

Table 4. Results of fixed effects testing

Dependent variable: SUCCESS_RATE
Method: pooled EGLS (cross-section weights)
Date: 09/16/16. Time: 15:39
Sample: 2009-2013
Included observations: 115
Cross-sections included: 22
Total pool (balanced) observations: 2530
Linear estimation after one-step weighting matrix

Variable Coefficient Std. Error t-statistic Prob.
C 0.998502 0.002060 484.6642 0.0000
CPUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
CUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
DUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
FS--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
FH--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
MUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
NMMU--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
NWU--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
RU--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
SU--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UCT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UJ--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UL--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UKZN--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UP--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UNISA--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UNIVEN--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UWC--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
TUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
VUT--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
UZ--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
WITS--WORKLOAD -0.005773 0.000295 -19.57909 0.0000
CPUT--INCOME -0.253485 0.040409 -6.272991 0.0000
CUT--INCOME -0.253485 0.040409 -6.272991 0.0000
DUT--INCOME -0.253485 0.040409 -6.272991 0.0000
FS--INCOME -0.253485 0.040409 -6.272991 0.0000
FH--INCOME -0.253485 0.040409 -6.272991 0.0000
MUT--INCOME -0.253485 0.040409 -6.272991 0.0000
NMMU--INCOME -0.253485 0.040409 -6.272991 0.0000
NWU--INCOME -0.253485 0.040409 -6.272991 0.0000
RU--INCOME -0.253485 0.040409 -6.272991 0.0000
SU--INCOME -0.253485 0.040409 -6.272991 0.0000
UCT--INCOME -0.253485 0.040409 -6.272991 0.0000
UJ--INCOME -0.253485 0.040409 -6.272991 0.0000
UL--INCOME -0.253485 0.040409 -6.272991 0.0000
UKZN--INCOME -0.253485 0.040409 -6.272991 0.0000
UP--INCOME -0.253485 0.040409 -6.272991 0.0000
UNISA--INCOME -0.253485 0.040409 -6.272991 0.0000
UNIVEN--INCOME -0.253485 0.040409 -6.272991 0.0000
UWC--INCOME -0.253485 0.040409 -6.272991 0.0000
TUT--INCOME -0.253485 0.040409 -6.272991 0.0000
VUT--INCOME -0.253485 0.040409 -6.272991 0.0000
UZ--INCOME -0.253485 0.040409 -6.272991 0.0000
WITS--INCOME -0.253485 0.040409 -6.272991 0.0000
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Table 4 (cont Results of fixed effects testing

Effects specification
Cross-section fixed (dummy variables)

Weighted statistics
R-squared 0.889454 Mean dependent var 0.775382
Adjusted R-squared 0.886537 S.D. dependent var 0.037440
S.E. of regression 0.012611 Sum squared resid 0.391895
F-statistic 305.0045 Durbin-Watson stat 2.848915
Prob (F-statistic) 0.000000

Unweighted statistics
R-squared 0.889454 Mean dependent var 0.775382
Sum squared resid 0.391895 Durbin-Watson stat 2.848915

Table 4 shows that the cross-section fixed effecibustrates that there is no serial correlation that
for each universityare all negative. This meansis accepted.

that unobserved factors that differ from onc-AS Table 5 shows, the intercept is estimated to be

university to the next, but do not change over tim . :
within each university have negative effects. Thg'02 and the strength of the _relatlonshlp between
success rate and income is estimated to be

statistical evidence as shown by thevalues, is ) .
overwhelmingly in favor of keeping the fixed f=-0412 and the strength of the relationship

effects in the model. High R-squared values shodgtween wdkdoad and success,, =-0004 showing
model parsimony. The Durbin-Watson statistic othat fee income is the stigest predictor of success
2.84 shows that the reported standard errors afafe rather than workload. The high R-squared value
t-statistics are not far off and the null hypothesif).91) means the regression fits the data.

Table 5. Panel list squares output

Dependent variable: SUCCESS_RATE
Method: panel least squares
Date: 09/16/16 Time: 21:04
Sample: 2009-2013
Periods included: 5
Cross-sections included: 23
Total panel (balanced) observations: 115

Variable Coefficient Std. Error t-statistic Prob.
@TREND -0.005333 0.001236 -4.315616 0.0000
C 1.019841 0.010253 99.46426 0.0000
INCOME -0.411925 0.052524 -7.842667 0.0000
WORKLOAD -0.004343 0.000430 -10.10324 0.0000
R-squared 0.905337 Mean dependent var 0.775382
Adjusted R-squared 0.902779 S.D. dependent var 0.037597
S.E. of regression 0.011723 Akaike info criterion -6.020406
Sum squared resid 0.015254 Schwarz criterion -5.924930
Log likelihood 350.1733 Hannan-Quinn criter. -5.981653
F-statistic 353.8602 Durbin-Watson stat 3.758547
Prob (F-statistic) 0.000000

Discussion and policy recommendations ance, as fee income increases, the success rate de-

: . creases. This could be interpreted in two ways. Firstly,
The paper examined the effect of fee income a P y y

Kload ing th en students access an institution of higher learning,
workload on sccess rate. Basing the arguments on theair g\ ccess rate will be determined by the extent to

notion that students are a critical constituency withynich they can afford fees. Given the socio-economic
strong influence on the amount of fee income an iNsfictors of the majority of South African students, it is
tution may amass, we developed a model to test 8t unreasonable to expect the success rate to be influ-
relationship between success rate and fee income. ¥ged by their ability to afford fees. Another way of
included workload and looked at the fixed effects fterpreting the findings is that there are more students
omitted variables on the dependent variable (succésshe South African higher education sector who can-
rate). Our findings showed that not only is fee incomeot afford to pay fees than those who can afford,
a stronger predictor of success rate, but that incomenikich explains why there is a negative relationship
negatively related to success. This means that, on babetween fee income and success rate.
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Current education subsidies have failed to finandslity of graduates has more weight than success
the cost of education for the poor. Removing thete. Currently, employability of graduates is not
finance burden carried by poor students is likely taken into account in the funding formula of higher
improve success rate. Should fees fall, as deducation. The unintended consequences of such
manded by South African students, the shortfadin approach is that universities generate a large
would have to be funded differently. Policy coulchumber of graduates who are unemployed, because
be crafted such that a different form of educatiooutput grant funding rewards universities for pass
tax is levied to employees who are recipients ohtes and success rates that are delinked to job
higher education from publicly funded universitiescreation and possibly delinked to the skills needed
Such a policy is likely to be legitimized by all so-by the globalized South African economy. Further
cial and economic actors, because it requires thassearch should look into the quantum of publicly
students who are the legitimising force in the fedsinded graduates who are unemployed in relation
must fall campaign take responsibility of adding tdo the input and output grant funding institutions
education revenue when they assume employmerteive. Such research will not only shed light into
after completing their studies. Policy should béhe cost and benefits of the current funding formu-
crafted in a manner that discourages an extendked but will identify mechanisms for strengthening
stay at university. The higher education fundinghe links between education output, employability
formula should also be crafted such that employand job creation.
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Appendix. List of South African public universities used in Table 4

CPUT Cape Peninsula University of Technology
CuT Central University of Technology
DUT Durban University of Technology

FS Free State

FH Fort Hare

MUT Mangosuthu University of Technology
NMMU Nelson Mandela Metropolitan University
NWU North West University

RU Rhodes University

SU Stellenbosch University

UCT University of Cape Town

uJ University of Johannesburg

uL University of Limpopo

UKZN University of KwaZulu-Natal

UupP University of Pretoria

UNISA University of South Africa

UNIVEN University of Venda

uwc University of the Western Cape

TUT Tshwane University of Technology
VuT Vaal University of Technology

uz University of Zululand

WITS University of the Witwatersrand

40



	“Managing core university business performance in the wake of ‘fees must fall’ context: a legitimacy theoretical perspective”

