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Answers 

Improving university teaching 
Jon Guest 

This resource provides answers to the questions posed in the article on the government’s role 
in improving university teaching, featured in the February 2019 issue of ECONOMIC REVIEW. 

 

Question 1 
Give at least three reasons why the decision to study for a degree produces positive 
externalities. 

Potential positive externalities from studying for a degree at university include: 

• Skill/productivity spill-overs in the workplace: Employees learn from working with colleagues. If 
some people are more productive because they graduated from university, it will have a 
positive impact on the productivity and pay of people they work with. Increasing the pay of 
other people is a benefit to society that students are unlikely to take into account when 
considering whether to go to university. 

• Economic growth: A more educated workforce may lead to higher economic growth. 

• Reduced criminal activity: Graduates earn higher wages, which increase the opportunity costs 
of criminal activity. Lower crime rates reduce prison costs for society. 

• Higher tax revenues: Some of this tax revenue could be used for greater investment in public 
goods. 
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Question 2 
Figure 1 shows the impact of a positive externality in a competitive market. Draw a diagram to 
illustrate how a subsidy can help reduce the size of the deadweight welfare loss. 

 

See the figure below. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The positive externality means that in a competitive market for higher education, the number of 
students going to university (Q1) is below the socially efficient level of Q*. This causes a deadweight 
welfare loss of area a,b,c. If the governments pays a subsidy to students the MPB curve shifts to the 
right (from MPB to MPB + S). The size of the subsidy is illustrated by the vertical distance between the 
MPB curves. This introduction of the subsidy increases the number of students going to university 
from Q1 to Q2. This reduces the level of deadweight welfare loss from area a,b,c to area e,c,d. 
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Question 3 
What factors would you consider when choosing between universities? 

Some factors students may consider include: 

• Academic reputation of the university, usually based on research outputs 

• Quality of teaching 

• Range of modules 

• Quality, availability, proximity and cost of accommodation 

• League table position 

• Student satisfaction survey scores 

• Sports facilities 

• Opportunities for work experience as part of the course 

• Opportunities to study abroad 

• Employment prospects after graduation 

• Location/image of the city where the university is based 

• Social life 

Question 4 
What information is available on each of the characteristics you have identified? 

Information is available on many of these factors. For example, students can visit a university as part 
of an open day and see the facilities/accommodation. Details about the range of modules on the 
course and opportunities for work experience is typically available on university websites. Information 
about the quality/quantity of research output can be found via the Research Excellence Framework.  

As the article explains, it is more difficult to get reliable and understandable information about the 
quality of the teaching. The National Student Survey asks final-year student questions about the 
quality of the teaching but the respondents seldom have experience of studying at other universities to 
compare it against. The Teaching Excellence Framework depends on several metrics and provides a 
simple rating. However, unlike schools, there is no mechanism for the independent observation of 
what happens in the lecture theatre or classroom. Even if a system similar to Ofsted was introduced, 
the cost means that visits/observations could only happen for a couple of days every few years. This 
would make it potentially vulnerable to gaming by the university, i.e. only having the best staff teach 
when the inspectors are present. 

 

This resource is part of ECONOMIC REVIEW, a magazine written for A-level students by subject experts. 
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