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The NSW Productivity Commission acknowledges that Aboriginal and Torres Strait Islander peoples
are the First Peoples and Traditional Custodians of Australia, and the oldest continuing culture in
human history.

We pay respect to Elders past and present and commit to respecting the lands we walk on, and the
communities we walk with.

We celebrate the deep and enduring connection of Aboriginal and Torres Strait Islander peoples to
Country and acknowledge their continuing custodianship of the land, seas, and sky.

We acknowledge the ongoing stewardship of Aboriginal and Torres Strait Islander peoples, and the
important contribution they make to our communities and economies.

We reflect on the continuing impact of government policies and practices, and recognise our
responsibility to work together with and for Aboriginal and Torres Strait Islander peoples, families
and communities, towards improved economic, social, and cultural outcomes.

Artwork: ‘Regeneration’ by Josie Rose 2020
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Productivity growth offers the people of New South Wales important benefits: higher
wages and output, greater business investment and employment, and a better quality
of life. It makes our State a more attractive place to live, work, do business, and raise a
family.

The NSW Productivity Commission released its first Discussion Paper, Kickstarting
the Productivity Conversation, in October 2019. That opened a dialogue with the
community on how New South Wales can address our declining productivity growth.

In the months since its release, the State has been buffeted by three successive natural
disasters: the 2019-20 summer bushfires, the onset of the COVID-19 pandemic, and
most recently, devastating floods. The pandemic, in particular, required swift and
ongoing action to contain its spread. International border closures, restricted internal
movement, and lockdown of much of our thriving services sector have made this a
tough time for many.

But the work of the Productivity Commission has gone on. More than 100 people and
organisations made submissions to the Discussion Paper. | listened to around 100
stakeholders on issues we raised, covering schools, skills, regulation, water, energy,
taxation, planning, and infrastructure.

The recession induced by the pandemic, and the fiscal response required to manage
it, have only made clearer the need for reform. In August 2020, we published

draft recommendations for reform in our Green Paper, Continuing the Productivity
Conversation. Over 100 submissions were received providing feedback on these
draft recommendations. In the months since, the NSW Government has adopted
recommendations covering education, skills, zoning restrictions, and infrastructure
contributions. Many of these are already being implemented.

In response to COVID-19, the NSW Government has had to fund stimulus packages to
keep the economy moving, and meet increased service demand, particularly in health.
That has required heavy borrowings. Better productivity growth will ease the task of
repaying that debt, reduce the need to raise taxes or reduce services, and leave a more
manageable debt burden for future generations. As we embark on our jobs-focused
economic recovery, we must consider new opportunities to embed productivity
improvements in the way we do things. These include investing in our human capital
by upskilling and retraining our workforce to fill these jobs, and making it easier to do
business.

Consultation is central to the Commission’s work. | would like to express my gratitude
to all who have provided feedback through public submissions, roundtable discussions,
and targeted meetings. Your input has helped us to define a vision for the future
prosperity of our State’s people.

This White Paper completes that vision by identifying 60 opportunities to reboot
productivity growth in New South Wales, while also spurring action by other
reform-ambitious Australian governments.

The benefits of reform are significant. Economic modelling of selected reforms could
boost gross state product (GSP) by 2 per cent per annum by 2041; an increase of
$19.4 billion in today’s dollars. To put this into perspective, this means lifting GSP
per capita by 1.7 per cent and is equivalent to each NSW citizen over the age of

15 receiving an additional $2,000 per year by 2041.

This series of papers on economy-wide productivity will be the foundation for future
advice from the NSW Productivity Commission on enhancing the welfare of our State.
Much like painting the Harbour Bridge, this work is never complete. And as in this
paper, so in our future work will we benefit from the ideas and arguments of the entire
NSW community.

o AlcsiA

PETER ACHTERSTRAAT AM
NSW Productivity Commissioner
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It is with great pleasure that | receive the NSW Productivity Commissioner’s White
Paper 2021, Rebooting the economy. The recommendations offer a vision for a more
resilient, sustainable, and prosperous economy that will serve the people of New
South Wales for decades to come.

The Commissioner’s productivity investigation has been conducted in
unprecedented times. Bushfires, floods, and a deadly global pandemic have tested
our resilience. The unusual but essential actions by Australian governments to
balance the health response while keeping the economy afloat have been led by
New South Wales.

In leading this response, we have embraced change. The pandemic made us
reassess existing ways of doing things, paving way for the development of
innovative solutions. For NSW Treasury, it meant adapting quickly to remote working
arrangements as we supported the Government and frontline agencies in addressing
the crises facing our State. With vaccines now being administered and restrictions
lifted, | reflect with great pride on Treasury’s contribution to navigating New South
Wales’ economy through this period.

Moreover, | am very proud of the work of the NSW Productivity Commission under
Peter Achterstraat. Since its inauguration in 2018, the Commission has delivered

a series of high-quality reports and outcomes, including deep-dive reviews of the
Independent Planning Commission and infrastructure contributions system. And now
comes this third and final paper in the Commission’s economy-wide productivity
series.

Submission of this reform agenda is timely. Spending during this crisis has added
debt to our pre-existing pressures from growth, ageing, and community expectations
for improved service delivery. We can only address this accentuated challenge by
further embracing change.

The paper contains bold proposals that while not NSW Government policy, provide a
reform strategy for the Government to consider. | am pleased to see the Government
has already accepted some of the recommendations in last year’s Green Paper and
these are now in the early stages of implementation. Taxation reform—put off for too
long—is now also gathering momentum. | am determined the lessons learned during
the pandemic will guide our thinking as we reshape the way we live and work while
future-proofing ourselves against future shocks.

This White Paper is part of a broader reform agenda being led by NSW Treasury
as the Government navigates the State out of this difficult period. It joins the
NSW 2040 Economic Blueprint, NSW Federal Financial Relations Review, Global
NSW Strategy, the upcoming 2027 Intergenerational Report, and a reform-focused
2021-22 Budget in setting up New South Wales for continued prosperity in the
years ahead.

| would like to congratulate the Commissioner on his work over the past three years
and thank those who have supported him in delivering it. | am excited about the
future of the NSW Productivity Commission in providing objective, high-quality
advice to Government. This approach to economic reform will help provide the
foundations for a more prosperous future for the people of New South Wales.

This is what the job of world-class Treasuries is about.

MICHAEL PRATT AM
SECRETARY, NSW TREASURY
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relevant, time-based



Executive Summary

Productivity is the most powerful tool we have
for improving our economic welfare. It measures
how much labour, capital, and technology we
use to produce the things we need and want.

It is not about how much we work, but how
smart we work.

Our productivity grows as we learn how to
produce more and better goods and services,
using less effort and other resources. From
antibiotics to the smartphone, we enjoy goods
and services today that the wealthiest people of
a century ago could not imagine, let alone buy.
This progress flows from rising productivity.

Productivity growth however should not be
taken for granted. History suggests it comes in
cycles. In Australia, the 1990s witnessed strong
productivity growth, averaging 1.8 per cent

per year. But the 215t century coincided with

a productivity growth slowdown to an annual
average of 1.1 per cent in the decade following.
Labour productivity growth—measured as the
change in what we produce each hour that we
work—has slumped in recent years and, without

action, our disappointing performance will worsen.

The consequences of weak productivity growth
are serious. As the 2016 NSW Intergenerational
Report showed, if slower productivity growth
continues into the future, we can expect it

to translate into slower growth in our living
standards and increasing gaps between budget
revenues and expenditures, as our population
ages (NSW Treasury, 2016).

To put productivity back on the right track,

we need to embrace opportunities for structural
reform. Developments in this space are underway
with several draft recommendations from the
NSW Productivity Commission’s 2020 Green
Paper in their early stages of implementation.

This is additional to the expected growth in the economy by 2041.
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Recent challenges such as the COVID-19
pandemic have tested our resilience, but have
also demonstrated the State’s ability to change
in the face of crisis. We must act quickly to take
advantage of the current window of opportunity
to sustain the momentum for reform. This is

the moment to reboot our economy and set
ourselves up for lasting prosperity.

PRODUCTIVITY GROWTH CAN REBOOT
OUR PROSPERITY

In shaping the State’s new productivity reform
agenda, the NSW Productivity Commission
(Commission) considered public feedback

to the draft recommendations of the Green
Paper. The Commission would like to thank

all stakeholders who provided feedback to
both the Discussion Paper and Green Paper.
This feedback has been invaluable in shaping
a strong productivity reform agenda that can
deliver the greatest economic benefits for NSW
citizens over time.

This White Paper identifies 60 opportunities
that can help to reboot productivity growth.
These stand on four foundations: talent;
investment and innovation; housing; and
infrastructure and natural resources.

These reforms could offer significant net
benefits to the economy. At a macroeconomic
level, the reforms could boost gross state
product (GSP) by 2 per cent per annum by
2041, an increase of $19.4 billion in today’s
dollars.! This translates to lifting GSP per capita
by 1.7 per cent and is equivalent to each NSW
citizen over the age of 15 receiving an additional
$2,000 in today’s dollars. These estimates are
conservative as they do not include all reforms
areas and recommendations, and additional
benefits will be realised where reforms lead to
an increase in the pace of innovation.



Rebooting the economy

TALENT

Supporting a skilled and
high-performing workforce

Invest to improve workforce
flexibility and resilience, and
re-orient training and
education priorities to meet
employment and skill demand
in the NSW economy.

PRIORITY RECOMMENDATIONS

RECOMMENDATION 2.2
Broadening the supply
of quality teachers.

RECOMMENDATION 2.3
Supporting best-practice
teaching.

RECOMMENDATION 3.2
Building new pathways
into the trades.

RECOMMENDATION 3.3
Targeting VET subsidies
better and encouraging
higher quality training.

RECOMMENDATION 4.2
Improving occupational
labour mobility.

INNOVATION

Enabling new technologies
and ways of doing things

Ensure NSW regulation
protects our citizens
while allowing innovation,
technology, and new ways
of doing things to flourish.

PRIORITY RECOMMENDATIONS

RECOMMENDATION 4.1
Evaluate the success of
COVID-19 regulatory changes.

RECOMMENDATION 4.3
Promoting more flexible
rules for use of drones.

RECOMMENDATION 4.4
Regulating to let personal
mobility devices and
e-bikes fulfil their potential.

RECOMMENDATION 5.12
Lifting the ban on nuclear
electricity generation for
small modular reactors.

RECOMMENDATIONS

74 &7.5

Consolidating and
increasing flexibility of
employment and industrial
zones to accommodate
new businesses.

HOUSING

Improving housing
choice and affordability

Pursue policies and
regulation to increase the
supply of the right types of
housing, in the right places,
at the right times.

PRIORITY RECOMMENDATIONS

RECOMMENDATION 6.1
Switching our tax mix

to more efficient taxes,
starting with the
replacement of transfer
duty with a broad-based
land tax.

RECOMMENDATION 7.1
Reforming housing
supply policy to deliver
the housing we need in
the places we want to live.

RECOMMENDATIONS 7.2 & 7.3
Taking a more informed
approach to building
design regulation and
approval process.

RECOMMENDATION 7.7
Increasing the efficiency
and transparency of
infrastructure contributions
to deliver the infrastructure
necessary to support growth.

INFRASTRUCTURE

Smarter use of infrastructure
and natural resources

Establish 21t century
infrastructure that makes
our work more effective,

and helps businesses get
more from their investments.

PRIORITY RECOMMENDATIONS

RECOMMENDATION 5.1
Developing a long-term
vision for the water sector
and prioritise approaches
to meeting the economy’s
water needs.

RECOMMENDATION 5.4
Engaging on water recycling
to showcase and build trust
in new water supply options.

RECOMMENDATION 5.8
Supporting a cost-effective
energy transition through the
National Electricity Market.

RECOMMENDATION 8.1
Expanding higher density
development within
transport hubs.

RECOMMENDATION 8.4
Developing a portfolio
of travel demand choices
and measures to reduce
congestion on roads and
public transport.

Together, the NSW Productivity Commission’s recommendations will deliver a better NSW economy

As

Making housing
more affordable

S£

Lowering the
cost of living

to do business

>

Making it easier

Making it easier
to move to NSW
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Best-practice teaching will lift

school results

Despite higher funding and recent reforms,

NSW student outcomes are getting worse or
stagnating. Throwing money at the problem has
not worked. The best available evidence suggests
that turning things around will require a strong
focus on improving teaching quality.

KEY FINDINGS

Despite significant investment in our schools, student outcomes
have been falling or stagnating for decades. While this is a complex
area, the evidence suggests teaching quality is the most important
in-school factor governments can influence to turn things around.

Unfortunately, efforts to raise teaching quality through funding
and longer teacher training have had little impact. Policy should
instead focus on embedding best-practice teaching in every
classroom. This means giving every teacher the feedback and
support they need to continuously improve.

Lifting teaching quality will also require measures to attract,
develop, and support people with the potential to be highly
effective teachers. Fast-tracking high-achieving entrants into
teaching clearly works, especially in shortage areas like maths.

New South Wales needs new career paths that reward our best
teachers and keep them in the classroom, teaching students and
training teachers.

SUMMARY OF RECOMMENDATIONS

RECOMMENDATIONS 2.1 & 2.2
Meet the teacher supply
challenge with a strategy

that includes evidence-based
measures and innovative

pilot programs. Broaden the
supply of quality teachers by
reviewing the requirement for a
two-year Masters and piloting
employment-based pathways.

RECOMMENDATIONS 2.3 & 2.4
Make schools accountable for
implementing best-practice
teaching. Reform performance
evaluation to give teachers
meaningful feedback.

RECOMMENDATION 2.5
Create a Centre for Teaching
Excellence to lead and support

improved teaching quality across

the system.

RECOMMENDATION 2.6
Develop an ‘instructional lead’
career pathway that keeps
highly effective teachers in the
classroom, as an alternative to
an administrative career.




A modern VET system to deliver

the skills we need

The State’s vocational education and training
(VET) system must reform to deliver the skills
we need in a post-COVID economy. Chronic
skills shortages show the system is unresponsive
to industry and unattractive to students. Reform
should focus on modernising training pathways
and addressing poorly aligned incentives.

KEY FINDINGS

The NSW Government controls key VET levers such as the
delivery of training, the running of TAFE NSW, and the targeting
of course subsidies.

Despite many reviews of VET in the past decade, few reforms have
modernised learning modes, career pathways, or VET’s relationship
with industry. Bias against VET is still strong, with universities seen
as the default pathway, especially for Higher School Certificate
(HSC) graduates.

COVID-19 has displaced thousands of workers and accelerated
structural changes to the economy. Many jobs will not return,
requiring workers to reskill or upskill.

Chronic skills shortages in trades are the result of unsuitable and
limited training pathways beyond apprenticeships. Low wages and

a lengthy, inflexible training structure deter potential trades workers.

Poorly targeted subsidies have encouraged many students to enrol
in courses of low value to employers and students. The mismatch
between skills delivered by VET and industry needs has further
contributed to poor employment outcomes.

There is growing interest in micro-credentials from industry,
students, and government. Micro-credentials are a highly targeted
and efficient method of skills delivery and are well-suited to
life-long learning.

SUMMARY OF RECOMMENDATIONS

RECOMMENDATION 3.1
Continue to provide targeted
workforce support, though the
‘earn or learn’ strategy, focusing
on the skills needed for the
post-pandemic economy.

RECOMMENDATION 3.2

Introduce new pathways to trades
qualifications aimed at HSC-holders
and mature-aged workers. New
pathways should allow trades
training outside the traditional
apprenticeship model. Continue roll
out of the Trades Skills Pathways
Centre to pilot new pathways in
the construction sector.

RECOMMENDATION 3.3

Target VET subsidies more
effectively using labour market
data and redirect course funding to
address identified skills shortages.

RECOMMENDATION 3.4

Extend Smart and Skilled program
subsidies to target short courses
and micro-credentials. Prioritise
their funding towards skills which
employers recognise and value.
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Forward-looking regulation supports
innovation and competition

SUMMARY OF RECOMMENDATIONS

Regulation helps to protect the health and safety
of the NSW community, make our economy work
better, and create the society we want. Done
poorly, regulation stifles innovation, creates
barriers to competition, imposes unnecessary
costs on businesses, and slows down productivity
growth. Regulatory reform gives us a powerful
lever to ensure the economy responds to change
and supports a healthy society.

KEY FINDINGS

Flexible, outcomes-focused regulation can quickly adapt

and respond to changing social, economic, and technological
circumstances. The NSW Government acted quickly at the
onset of COVID-19 to provide further flexibility for businesses
and consumers. Continuing this good work will help with our
economic recovery too.

Emerging technologies can boost productivity and enhance

the lives of NSW residents. Some regulations are currently
constraining, rather than encouraging, the use of certain emerging
and innovative technologies in New South Wales.

Frequent review of regulatory regimes ensures they remain
fit-for-purpose and continue to deliver the intended benefits
at the least cost to businesses and consumers.

A new and strategic approach to regulation in New South Wales
will help reduce the compliance, administration, and efficiency
costs of poorly designed and administered regulation.

RECOMMENDATION 4.1
Evaluate the success of the
extended COVID-19 regulatory
changes and retain them unless
it can be shown there is no net
public benefit.

RECOMMENDATION 4.2
Pursue automatic mutual
recognition to help overcome
NSW skills shortages.

RECOMMENDATIONS 4.3-4.5
Modernise regulation to
encourage the use of emerging
and innovative technologies,
such as drones, personal mobility
devices, and e-bikes.

RECOMMENDATIONS 4.6-4.15
Review existing regulatory
regimes to ensure they remain
fit-for-purpose and continue to
provide the intended benefits;
areas include occupational
licencing, childcare, and
agricultural regulation.

RECOMMENDATIONS 4.16 & 4.17
Move to a best-practice regulatory
policy framework underpinned

by Regulatory Stewardship and
rigorous impact assessments.
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Meet the challenge of sustainable,
well-priced water and energy

WATER

Population growth and drought will continue
to challenge the urban water sector. The sector
can be better placed to maintain the affordable
and reliable access to water services critical to
a productive and liveable State.

KEY FINDINGS

The water sector’s functions are spread across a number of
agencies and corporations. That makes coordinated long-term
decision-making harder.

Purified recycled water for drinking is a safe and cost-effective
supply option. Securing public support is key to ensuring the
option is ‘on the table’.

The way we fund our 92 local water utilities (LWUSs) is inefficient
and not based on need. New operating models would help LWUs

provide better services.

Managing demand for water can ease supply pressures, but it can
also have social and economic costs.

al WATER RECYCLING || .

22 NSW Productivity Commission White Paper 2021

SUMMARY OF RECOMMENDATIONS

RECOMMENDATIONS 5.1-5.3
Improve governance by setting
a long-term vision and plan for
the sector, clarifying roles and
responsibilities, and improving
collaboration and cooperation.

RECOMMENDATION 5.4

Engage with the public on the
benefits of purified recycled
water for drinking and explore
investments that demonstrate and
built trust in the recycling process.

RECOMMENDATION 5.5

Design and implement a
needs-based funding model and
work with the utilities to develop
more efficient operating models.

RECOMMENDATIONS 5.6 & 5.7
Ensure the way we manage water
demand maximises benefits for
the community.



ENERGY

A major technological transition is underway in the
energy sector. The switch from coal to renewable
generation presents both risks and opportunities.
Energy policy must evolve with the market to
maximise the benefits of the transition and
mitigate the risks.

KEY FINDINGS

The National Electricity Market has a strong governance structure that
is well positioned to manage the energy transition now underway.

Reliability of electricity is important but this cannot come at a
disproportionate cost. Duplication of State and national reliability
and security measures comes at an unnecessary cost to energy
consumers and taxpayers.

An efficient carbon dioxide emissions reduction mechanism is
essential to a cost-effective energy transition that does not risk
reliability and system security.

Growth of renewables needs to be firmed by peaking and storage
capacity to deliver a cost-effective dispatchable power portfolio.

Demand management has a role in optimising the electricity
system, but the slow rollout of smart meters and lack of mandatory
cost reflective pricing holds it back.

New South Wales faces limited gas supplies, even with new
import facilities and domestic extraction. A strategic approach
to gas extraction and demand management is necessary to
meet the State’s gas needs within the constraint of a net zero
economy by 2050.

State energy regulation is fragmented across multiple agencies.
This raises costs and imposes unnecessary complexity. Energy
subsidy programs are similarly numerous and complex.

SUMMARY OF RECOMMENDATIONS

RECOMMENDATION 5.8 & 5.11
Where possible, ensure NSW policy
is developed and implemented
within the National Electricity
Market’s governance structure.

RECOMMENDATIONS 5.9 & 5.10
Revisit the Energy Security Target
and conduct careful evaluation
before invoking the Electricity
Infrastructure Safeguard under
the Electricity Roadmap.

RECOMMENDATION 5.12
Lift the ban on nuclear
electricity generation for
small modular reactors.

RECOMMENDATIONS 5.13 & 5.15
Investigate new and innovative
approaches to improve electricity
pricing and achieve the NSW
Government’s 2050 target of

net zero emissions.

RECOMMENDATION 5.14
Improve land use regulation and
manage demand for gas.

RECOMMENDATIONS 5.16 & 5.17

Rationalise energy governance
and streamline energy subsidies.
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A better mix of state and local
taxes can encourage growth

The Government funds vital services and
infrastructure for a growing population. Yet some of
our taxes are distorting the economy and impeding
productivity growth. Some discourage work or
investment; others disguise the real cost of goods and
services. New South Wales will be more productive
and better able to fund services and infrastructure
if we move towards a more efficient tax mix.

KEY FINDINGS

New South Wales is overly reliant on inefficient taxes. Property
transfer duty is the most costly and unreliable.

Jurisdictional differences in payroll tax administration can distort
competition between states, by encouraging business to set-up
in states with lower compliance costs.

An efficient and sustainable road user charge should be
introduced to replace foregone excise revenues as zero and
low emission vehicles (ZLEVs) gain market share. A low charge
should be imposed immediately and increased over time, with
the potential for the charge to change in line with location and
time of driving.

The existing local government rates mechanism does not
sufficiently compensate councils for population growth. This
leaves local governments with insufficient revenue to meet
demand for services, and a disincentive to accept development.

SUMMARY OF RECOMMENDATIONS

RECOMMENDATION 6.1

Replace inefficient taxes with
more efficient ones. Start by
replacing property transfer duty
with a broad-based property tax
on unimproved land values.

RECOMMENDATION 6.2
Coordinate payroll tax
administration across states and
territories and identify options to
alleviate the impact on startups
from payroll tax for the first five
years of operation.

RECOMMENDATION 6.3
Abolish motor vehicle duty and
replace with a road user charge
for eligible electric vehicles.

RECOMMENDATION 6.4
Implement the local government
rate peg reform to allow councils’
general income to grow with
population. If funding from

rates revenues continue to be
insufficient, councils should hold

a plebiscite of ratepayers to test
support for abolishing the rate peg.
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Plan for the housing we want and

the jobs we need

Planning systems are enablers of productivity. In
cities, they pool together talent, capital, and suppliers
of goods and services. At the same time, they must
manage the many costs of this process, such as
congestion, pollution, and increased pandemic risk.
Overly prescriptive and complex planning regulations
stifle business competition and reduce housing
supply. Changes to support the economy during
the pandemic have helped—and they show how
our planning system can be more responsive.

KEY FINDINGS

Housing supply has failed to keep up with demand. That has led
to an undersupply of housing, increasing the cost of living for
households and making New South Wales a less attractive place
to live and work.

Regulations on apartment design and car parking requirements
add to the cost of housing and are out of step with the needs
of the community.

Development applications are taking longer to assess, and in
some cases, take substantially longer than other jurisdictions,
restricting housing supply and reducing affordability.

Prescriptive rules on land use by businesses are inflexible
and cannot accommodate innovative businesses and the
evolving economy.

As our population grows and our backyards shrink, access to
open and green space is important for our productivity. It keeps
people healthier, connects communities, and helps make cities
more resilient to the impacts of climate change.

Infrastructure contributions are an important funding source to
deliver infrastructure required to accompany growth. Over time
the system has become more complex and is perceived as
opaque and inefficient.
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SUMMARY OF RECOMMENDATIONS

RECOMMENDATION 7.1

Develop and implement a system
of long-term housing targets
underpinned by strong evidence
and governance.

RECOMMENDATION 7.2

Review apartment design
regulations to ensure benefits
justify costs and accommodate
consumer choice.

RECOMMENDATION 7.3

Identify the causes of long
assessment times in New South
Wales and opportunities to bring
them in line with best practice.

RECOMMENDATIONS 7.4 & 7.5
Progress reforms to rationalise
employment zones and evaluate
alternative ways to manage
industrial land and urban services.

RECOMMENDATION 7.6
Progress development of a
consistent way to measure the
benefits of open and green
space, and incorporate it into
land use planning.

RECOMMENDATION 7.7
Implement all recommendations
of the Review of Infrastructure
Contributions to deliver a
reformed contributions system.



Smarter infrastructure will support

jobs and communities

Infrastructure enables economic activity. [t moves
commuters to work and freight to markets. It also
provides critical services such as energy, housing,
education, and healthcare. Investing in the right
infrastructure is a powerful lever by which the
Government can raise productivity.

KEY FINDINGS

Poorly coordinated land use planning and infrastructure delivery
can generate community resistance to growth and impose high
costs on Government.

Infrastructure investments are among the most expensive
and important decisions governments make. ldentifying and
prioritising the right projects can have lasting benefits.
Choosing badly can impose substantial costs on society.

Infrastructure bottlenecks are a drag on productivity. Road
congestion and public transport crowding cost individuals and
businesses valuable time and make New South Wales a less
attractive place to live and work.

SUMMARY OF RECOMMENDATIONS

RECOMMENDATION 8.1
Plan for greater housing
and business activity in
areas where there is spare
infrastructure capacity.

RECOMMENDATION 8.2
Improve transparency to create
the right incentives for good
infrastructure investment.

RECOMMENDATION 8.3

Ensure that agencies’ business
cases align with Government
guidelines and that funding is
given to properly evaluate projects.

RECOMMENDATION 8.4
Investigate a package of light-touch
options to address road congestion.
This should include measures that
promote good driving behaviour,
encourage off-peak travel, and
targeted investments at specific
congestion hot spots.

RECOMMENDATION 8.5
Assess how Opal fares and
concessions can be used more
effectively to manage public
transport demand and support
those that need it the most.
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Productivity drives
our prosperity



Productivity is the most important tool
New South Wales has for improving our
economic wellbeing. Our productivity
grows as we learn how to produce more
and better goods and services, using less
effort and resources. More than anything
else, it drives up our living standards.

Growth in productivity has given us the
enhanced living standards we so enjoy.
Among its benefits:

* Medicine: The French king Louis XV
was perhaps the world’s richest
human being in 1774—yet the
healthcare of the day could not save
him from smallpox. Over the past year
we have seen a deadly global
pandemic blunted, first by techniques
like quarantine and then by affordable
vaccines undreamt of in the
eighteenth century.

* Manufacturing: 300 years ago, a
weaver’s daily output was a few
squares of hand-woven cloth. Today
a technician with modern industrial
looms can churn out huge bolts of
cloth in the same time.

* Farming: In 1789 former burglar
James Ruse produced New South
Wale’s first successful grain harvest on
a 12-hectare farm at Rose Hill. Today
the average NSW broadacre property
is 2,700 hectares and produces far
more on every hectare, often with no
more people.

* Travel: 67 years after the invention of
powered flight, in 1970, a Sydney-to-
London return flight cost A$4,600,
equivalent to more than $50,000 in
today’s terms. Using today’s advanced
aircraft, an airline can provide that
flight for less than $1,400—one-
thirtieth of the 1970 cost.

* Communications: Australia’s first
hand-held mobile call was made
at the Sydney Opera House in
February 1987 on a brick-like device
costing $4,000 ($10,000 in today’s
terms). Today we can buy a new
smartphone for just $150, and it has
capabilities barely dreamt of a third
of a century ago.

"1 In the long run, productivity is
almost everything

And productivity growth is still driving
our wealth, prosperity, and quality of
life upwards.

Of course, productivity is not everything.
It is also crucial that we treat each

other well, distribute the benefits

of productivity fairly, and use our
productive capacity to look after

the most vulnerable members of our
community. But before we can distribute
productivity’s benefits in this way, we
have to create them. We have to make
productivity grow.

As Nobel Prize-winning economist Paul
Krugman famously wrote: ‘Productivity
isn't everything, but, in the long run, it

is almost everything’ (Krugman 1997).
From decade to decade, productivity
growth arguably matters more than any
other number in an economy.

Productivity growth itself is driven

by increases in our stock of skills and
expertise (or ‘human capital’) and

by investment in physical capital.
Productivity grows when we increase
competition, raise tax more efficiently,
improve regulation, or drive efficiency
within firms. But by far the biggest
long-term driver of productivity growth
is ‘technological innovation’—a term
that covers everything from new
medicines to industrial machinery to
global positioning systems.!

Our future prosperity depends upon
how well we do at growing more
productive—how smart we are in
organising ourselves, investing in
people and technology, and getting
more out of both our physical and
human potential. Just raising NSW
productivity to that of the United States
(US) would lift our incomes by around
20 per cent. As the Commonwealth
Productivity Commission recently
pointed out, ‘on average it takes

five days for an Australian worker to
produce what a US worker can produce
in four’ (Commonwealth Productivity
Commission, 2020a).

oductivity growth has been estimated at 80 per cent (Jones, 2015).




"1 Productivity growth has grown
more urgent

Per cent, annualised average

The need for structural
reform has only

grown as New South
Wales has faced new
challenges

-2

Lifting the State’s productive capacity
requires the same fix as always: we have
to seize opportunities to change how
we do things. Over the course of years
and decades, this is the one thing that
reliably drives up living standards.

PRODUCTIVITY GROWTH HAS SLOWED

Unfortunately, productivity growth has
slowed in New South Wales in the past
decade, as it has in most advanced
economies.

New South Wales’ productivity growth
averaged a strong 2.8 per cent per year
for the period from 1994-95 to 1998-99.
But it then slowed to an average of 0.8
per cent between 2003-04 and 2011-12,
and has averaged just 0.7 per cent since
2011-12 (see Figure 1.1).2

FIGURE 1.1: HOW NSW GROWTH HAS SLOWED

Labour

productivity Terms of trade

Real gross state
income per capita
I

Labour utilisation

89-90 to 93-94 93-94 to 98-99

98-99 to 03-04

-

03-04 to 11-12 11-12 to 18-19

Source: Australian Bureau of Statistics Cat No. 5220.0, 6202.0.

We should treat these productivity

statistics cautiously because productivity

is notoriously difficult to measure.

It is getting even harder to measure
over time as our economy shifts from
producing goods, like food—which are
tangible—to services, like education and
healthcare—which are less tangible. But
the trend to weakening productivity
growth is so clear and sustained that we
cannot dismiss it as a statistical glitch
(NSW Treasury, 2021). The statistics
seem to be pointing to a real economic
problem.

The NSW Productivity Commission’s
2019 Discussion Paper identified how,
without any action, our productivity

performance will keep deteriorating,
impairing the State’s economic
performance and fiscal position (NSW
Productivity Commission, 2019).

The need for structural reform has only
grown as New South Wales has faced
new challenges: the 2019-20 bushfires,
a global COVID-19 pandemic, and our
recent floods.

But unwelcome as it has been,
COVID-19 has shown the State’s ability
to rapidly reform. And it has uncovered
opportunities for productive change

in New South Wales that, if adopted

by Government, could set us up for
long-term productivity growth.

2 Measured productivity is estimated by subtracting the growth in inputs from the growth in output—it is the residual
(Gordon, Zhao, and Gretton, 2015).
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If productivity growth
doubled from its
current 0.7 PER CENT
per year, by 2056 real
gross state product
per person would be
around $33,000 per
year higher

THE SLOWDOWN IS A GLOBAL TREND

This fall in productivity growth is not

a NSW phenomenon but a global one.

It has been seen not just across all
Australian states and territories, but
across all advanced economies, including
the United States, Germany, and Japan
(Baily, Bosworth, and Doshi, 2020). In
fact, some advanced economies are
doing worse than we are. Over most

of the past quarter-century, Australia’s
productivity growth has outstripped that
of the nation it is most often compared
to, Canada (Capeluck, 2016).

Economists offer several theories about
the global slowdown in productivity
growth, but remain divided on the
causes. So far, no one explanation has
won out. The theories include:

e aglobal slowdown in technology
development

e reduced innovation caused by
declining wages

* lower investment in research and
development

¢ a mining boom overhang

e overinvestment in passive assets like
housing, compared to more innovative
activities

e an overreliance on population growth
and workforce participation to fuel
economic growth

* the emergence of ‘zombie firms’,
companies that are otherwise
non-viable but have been kept
afloat by low interest rates.

As the 2016 NSW Intergenerational
Report (IGR) showed, if slower
productivity growth continues into the
future, we can expect it to translate into
slower growth in our living standards
and increasing gaps between budget
revenues and expenditures, as our
population ages (NSW Treasury, 2016).

The US economist Benjamin Friedman
argues that when many people see their
economic position stagnating, society
may enter a period of rigidification,
retrenchment, and retreat. This can
often contribute to social problems:
lower support for opportunity, diversity,
generosity to the less well-off, and

even a lower degree of support for
democracy. Other research has since
lent support to some of these positions
(see for instance Becchetti and Castriota,
2007; Case and Deaton, 2020).

Without productivity growth, then, not
only can improvements in our standards
of living stall, but it is possible social
cohesion may be eroded too.

PRODUCTIVITY CAN REBOOT
OUR PROSPERITY

If we can reverse our slowing
productivity growth, there are huge
gains to be made.

If productivity growth doubled from its
current 0.7 per cent per year, by 2056
real gross state product per person
would be around $33,000 per year
higher (see Figure 1.2).3

3 Gross state product is often referred to as GSP. It is the state version of gross domestic product, or GDP, a useful (though imperfect)
attempt to estimate the value of a region’s products and services over a given timespan.
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FIGURE 1.2: PRODUCTIVITY’S LONG-TERM POWER

IF WE INCREASE ANNUAL PRODUCTIVITY GROWTH FROM 0.7% TO 1.5%,
THIS IS THE 2055-56 PROJECTION:

REAL GSP PER CAPITA

28 &

$33K1 7

PER YEAR HIGHER

Source: NSW Treasury’s 2016 Intergenerational Report. =

Note that 0.7 per cent is the annual average growth rate from 2011-12 to 2018-19; 1.5 per cent is the
long-run annual growth rate assumed in the 2016 IGR.

This is not an unattainable goal. Because
the recent slowdown in productivity is

a global phenomenon, productivity will
likely rebound somewhat in time across
the world, without any action from
Australia’s governments. But to get back
to the stronger rates of productivity
growth seen in the past, all levels of
government will need to act decisively.
The NSW Government will need to play
its part.
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By focusing on productivity growth,

we can lift our living standards without
working more or using more of anyone’s
savings. We can improve life for workers
and businesses at the same time (see
Box 1.1). Doing so may also go a long
way to keeping New South Wales a
successful, hospitable, and dynamic
society.

If we want to our futures to be better
than our pasts, and if we want to keep
living as well or better than our parents
and global neighbours, the NSW
economy needs a productivity
growth reboot.



BOX 1.1: PRODUCTIVITY GROWTH MATTERS FOR BOTH BUSINESS AND WORKERS

The benefits of productivity growth are generally split between workers (who earn higher wages), and the
owners of capital (who earn higher profits).

The share of income that goes to workers’ wages varies over time. From 1992 to 2020, it fell by four
percentage points—from 62 to 58 per cent. This trend has been driven by the rising in house prices, the
boom in mining sector profitability as new capital investment has come online, and an increase in the
profitability of the financial sector in the post-Global Financial Crisis low interest rate environment

(La Cava, 2019).

Some stakeholders worry workers are no longer getting a fair share of the income gained through
productivity improvements, questioning the need to pursue productivity growth.

But productivity growth undoubtedly still benefits workers:

e Over the past 20 years, the wages of NSW workers have risen by 82 per cent whereas inflation has
risen by only 60 per cent. In other words, workers’ material standards of living have risen substantially.
Productivity growth made this possible.

* Over the past century, governments have taken on a growing role redistributing the benefits of
productivity gains to workers through new and improved government services, the tax system and
social support payments.

* Most Australian workers share the benefits of productivity not only through wages but profits. Workers
often receive profits through interest, dividends or capital gains on superannuation, savings, and
investments; and capital gains on dwellings.

Without dismissing concerns about the wage-profit split, these figures show the truth of Paul Krugman’s
statement that opened this chapter: productivity really is almost everything.




1.3

The pandemic shows us we
can change faster

The pandemic gave New South Wales
an opportunity to try new ways of
doing things, to find new ways to keep
the economy moving, and to ensure
our future economic and employment
prosperity.

At the height of the crisis, we faced
unanticipated limitations on our daily
lives, on our ability to move around New
South Wales, and on our businesses’
ability to run their operations. We rapidly
mobilised both health and economic
measures to keep the economy moving
and people in jobs, while at the same
time keeping our population healthy.
Among the economy-wide changes we
made during the pandemic:

¢ Many people quickly learnt new skills
to work and learn from home and
collaborate online.

¢ Many retailers shifted more of their
business online—restaurants, for
instance, made a huge switch to
takeaway and home delivery.

¢ Businesses deployed
communications technology to
let remote work happen.?

¢ Schools and universities adopted
online learning.

Since the release of the Green Paper,
the NSW Government has progressed
some of the Green Paper’s draft
recommendations in the 2020-21
Budget. These include:

¢ Launching a suite of planning reforms
aimed at maximising the productivity
and flexibility of our employment
lands and further reducing
assessment times, as part of the
Government’s Planning Reform
Action Plan.

Building a new Trades Skills
Pathways Centre (commencing in the
construction sector) to develop and
pilot new flexible trades pathways,
helping women and career changers
enter the trades.

¢ Developing a new contributions
digital tool making it easier for
stakeholders to understand and
interact with the contributions system.

¢ Implementing a new
nation-wide scheme for the
automatic mutual recognition of
state based occupational licences.

The Commission welcomes this
progress. It highlights a point we have
made repeatedly: our ability to change
and adapt during this episode. And

it illustrates the benefits and success
from future productivity-enhancing
adaptation.

Businesses and communities across NSW have
demonstrated their ability to be flexible and
adapt quickly to the changing circumstances
that the COVID-19 crisis has brought.

OPEN CITIES ALLIANCE SUBMISSION

4 The NSW Innovation and Productivity Council’s NSW Remote Working Insights (November 2020)
report can be assessed here https:/www.treasury.nsw.gov.au/sites/default/files/2020-12/Full%20
Report-IPC-NSW-Remote-Working-Insights-Report-1-2020-accessible.pdf
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As we succeed in minimising the spread
of COVID-19, our focus should shift
away from stimulus measures aimed

at buttressing the economy amid

a recession. We need productivity-
boosting reforms that will assist with
our economic recovery and reboot the
NSW economy so that our businesses
and citizens thrive in the decades ahead.

Many stakeholders have long advocated
for productivity reform. But these calls
have intensified through the natural and
public health challenges of the past year.
Many recognise the need to act now to
help drive the State’s economic recovery
over the coming months.

We need to look now to productivity
boosting reforms that will assist with our
immediate economic recovery, that will
grow the size of the NSW pie for citizens
and businesses in the decades ahead.

The events of the past year should
give New South Wales confidence that
we can indeed perform a productivity
growth reboot.

BOX 1.2: WHAT THE PRODUCTIVITY COMMISSION HEARD

The Office of the NSW Productivity Commissioner (the Commission) was established in 2018 to identify
a new productivity agenda for the State. A three-stage process was used to develop an agenda to boost
productivity in New South Wales (see Figure 1.3).

This Productivity Commission White Paper identifies 60 opportunities for New South Wales to improve
productivity growth.

FIGURE 1.3: THE PRODUCTIVITY PROCESS

* Set out the New South Wales productivity challenge and started the conversation on
how we could boost the State’s productivity growth.

DISCUSSION « Identified six reform areas for further investigation, inviting public submissions to the
PAPER discussion questions posed.
(October 2019) * Following its release, a series of roundtable discussions were held during October -

November 2019 to better understand stakeholder concerns.

v

* Continued the productivity conversation by seeking feedback on the development of
56 draft recommendations.

GREEN * Conducted roadshows and presentations to encourage stakeholder acceptance of the
PAPER draft recommendations.
(August 2020) « Over 100 submissions were received, which was used to refine the final

recommendations.

v

* Considered feedback provided through the public consultation process.

WHITE « |llustrated the case for change, including the benefits of reform using data and
PAPER economic modelling of selected reform options.
(May 2021) « Identified 60 opportunities to improve productivity growth.

Stakeholder engagement has been vital for developing this reform agenda. The Commission initially
consulted with stakeholders to hear what they had to say about the need for change and the types of
change. The Commission also received more than 200 public submissions from stakeholders in response
to the Discussion Paper and Green Paper.

Stakeholders were unanimous that New South Wales needs productivity to deliver long-term economic
prosperity for its people, communities, and businesses. Overall, they have supported the opportunities
identified by the Commission. They differed at some points about how best to boost productivity.
Designing reforms challenges us all to balance the varying interests of stakeholder groups.

The Commission would like to thank all stakeholders who have participated in its public consultation
process as part of its productivity series. This feedback has been invaluable in shaping a strong NSW
productivity reform agenda that can deliver the greatest economic benefits for NSW citizens over time.
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The economic impact of COVID-19

has heightened the need for a robust
productivity agenda, and the green paper’s
draft recommendations, among other
microeconomic reforms, will be crucial to
ensuring NSW can recover and prosper.

BUSINESS NSW SUBMISSION
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“| A productivity growth reboot:
the Commission’s recommendations

The NSW Government’s management help to reboot productivity growth.
of the health and economic crisis has These opportunities stand on four
helped to produce world-class results. foundations: talent, investment

Now the NSW Productivity Commission and innovation, housing, and
has identified 60 opportunities that can infrastructure and natural resources.

PREPARING FOR A PROSPEROUS FUTURE

e

Ne -7 Q |
N <)
’ ¢

TALENT INNOVATION HOUSING INFRASTRUCTURE

Supporting a skilled and Enabling new technologies Improving housing Smarter use of infrastructure
high-performing workforce and ways of doing things choice and affordability and natural resources

Together, the NSW Productivity Commission’s recommendations will deliver a better NSW economy

Making housing S Lowering the Making it easier Making it easier
more affordable cost of living to do business to move to NSW
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New South Wales'
management of the
health and economic
crisis has helped to
produce world-class
results

1. TALENT: SUPPORTING A SKILLED AND
HIGH-PERFORMING WORKFORCE

Invest to improve workforce flexibility
and resilience, and re-orient training
and education priorities to meet
employment and skill demand in the
NSW economy.

Governments can drive productivity
growth and lift economic prosperity by
supporting investment in human capital
and improving its use. The right amount
of quality education makes us more
likely to work and earn good incomes
(Forbes, Barker, and Turner, 2010).

The importance of human capital has
increased as the global economy has
placed greater value on skills. Arguably
the single biggest productivity challenge
for governments is to increase the value
their citizens can add to the global
economy. They can do this ‘by enhancing
their skills and capacities and by
improving their means of linking those
skills and capacities to the world market’
(Reich, 1991). As service activities
increasingly dominate the economy,
success and prosperity will depend even
more on our continued ability to raise
the quality of our human capital.

The health and economic crisis of the
COVID-19 pandemic has shown the need
to reskill significant segments of the
labour force. We need to prepare people
for new career opportunities, with skills
that better meet industry’s needs.

Priority recommendations include:

* broadening the supply of quality
teachers (Recommendation 2.2)

e supporting best-practice teaching
(Recommendation 2.3)

¢ building new pathways into the trades
(Recommendation 3.2)

e targeting VET subsidies better and
encouraging higher quality training
(Recommendation 3.3)

e improving occupational labour
mobility (Recommendation 4.2).

2. INNOVATION: ENABLING NEW
TECHNOLOGIES AND WAYS OF
DOING THINGS

Ensure NSW regulation protects our
citizens while allowing innovation,
technology, and new ways of doing
things to flourish.

The biggest long-term driver of
productivity is innovation. Innovation
includes new ideas from medicines
to industrial machinery to global
positioning systems. But innovation
goes beyond technology: it includes
better and new ways of doing things,
from simplifying planning processes
to introducing new management
techniques.

The COVID-19 pandemic was a
significant disruptor, but it boosted
innovation. Lockdowns forced many
businesses to reinvent themselves with
a new ‘business as unusual’ philosophy.
Hotels and cafes turned into takeaway
venues overnight. Gin distilleries
turned to manufacturing hand sanitiser.
Universities moved to remote learning
and adopted state-of-the-art solutions
to keep students engaged.

The depth and speed of these changes
shows we can make the reforms that
productivity growth requires.

Priority recommendations include:

* evaluate the success of
COVID-19 regulatory changes
(Recommendation 4.1)

¢ promoting more flexible rules for use
of drones (Recommendation 4.3)

e regulating to let personal mobility
devices and e-bikes fulfil their
potential (Recommendation 4.4)

e lifting the ban on nuclear electricity
generation for small modular reactors
(Recommendation 5.12)

e consolidating and increasing flexibility
of employment and industrial zones
to accommodate new businesses
(Recommendations 7.4 & 7.5).
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3. HOUSING: IMPROVING HOUSING
CHOICE AND AFFORDABILITY

Pursue policies and regulation to
increase the supply of the right types
of housing, in the right places, at the
right times.

Well-located housing plays a vital role in
productive cities. The location of housing
determines what jobs people can access,
what skills businesses can call on, and
what access households will have to all
the things that make city life enjoyable.

Our housing market has not responded
well to recent events. A perfect storm
of record low interest rates, government
stimulus spending, and higher savings
have contributed to surging house
prices across the State over the past
year. Rising demand for housing from
faster-than-expected population growth
and falling interest rates have pushed
up rents and housing prices. Strict
constraints on the location, nature and
density of housing are limiting choice
and leaving people with less income

to spend on other goods and services.
A market that does more to give the
quantity, location and type of housing
NSW residents want will help alleviate
these pressures.

Our inefficient property taxes further
complicate the State’s housing
challenges. Transfer duty on high house
prices makes it harder to relocate,
reducing labour mobility by as much as
25 per cent, even where that might open
up new opportunities (Commonwealth
Productivity Commission, 2014c¢). It
also adds substantially to the amount
that first homebuyers need to save,
worsening affordability for that group.

Priority recommendations include:

* switching our tax mix to more efficient
taxes, starting with the replacement of
stamp duty with a broad-based land
tax (Recommendation 6.1)

* reforming housing supply policy
to deliver the housing we need
in the places we want to live
(Recommendation 7.1)

¢ taking a more informed approach
to building design regulation
and approval process
(Recommendations 7.2 & 7.3)

e increasing the efficiency and
transparency of infrastructure
contributions to deliver the
infrastructure necessary to support
growth (Recommendation 7.7).

4. INFRASTRUCTURE: SMARTER USE OF
OUR INFRASTRUCTURE AND NATURAL
RESOURCES

Establish 21st century infrastructure
that makes our work more effective,
and helps businesses get more from
their investments.

Infrastructure underpins our lives and
work. Getting smarter about how we
use and invest in our infrastructure

is essential to our future growth and
prosperity.

Infrastructure spending is often painted
as a way to stimulate the economy

and create jobs, especially in times of
crisis. But even when those benefits
exist, they must be weighed against the
borrowings they require, and other uses
of the money. We should ensure we take
a long-term view and prioritise projects
with the greatest economic benefits.

Population growth and climate change
will continue to present challenges

and opportunities in how we manage
our limited natural resources. Better
management of our water and

energy resources will ensure reliable,
sustainable, and productive supply that
maximises benefits for the community.
A long-term vision and strategy for

our energy system, underpinned by
robust governance of the National
Electricity Market, will minimise the costs
to business and the economy as we
transition from coal-based generation
to a new portfolio approach.

Priority recommendations include:

e developing a long-term vision for
the water sector and prioritise
approaches to meeting the economy’s
water needs (Recommendation 5.1)

* engaging on water recycling to
showcase and build trust in new water
supply options (Recommendation 5.4)

e supporting a cost-effective energy
transition through the National
Electricity Market
(Recommendation 5.8)

e expanding higher density
development within transport hubs
(Recommendation 8.1)

* developing a portfolio of travel
demand choices and measures
to reduce congestion on roads
and public transport
(Recommendation 8.4).
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| The economic dividend from
productivity reform

Per cent

Economy-wide modelling, using the
Victoria University Regional Model,
shows that the Commission’s reforms
to regulation, along with reforms
focusing on boosting human capital
and tackling housing affordability, could

significantly improve living standards of
NSW citizens. These reforms could
boost gross state product (GSP) by

2 per cent per annum by 2041; that is
an increase of $19.4 billion in today’s
dollars—see Figure 1.4.

FIGURE 1.4: IMPACT OF PRODUCTIVITY REFORM ON GROSS STATE PRODUCT
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Source: Victoria University.

This is significant when we consider
that the pinnacle of productivity
reforms—the Hilmer Review of the
1990s—identified measures that were
estimated to improve GDP by 5.5 per
cent (Commonwealth Productivity
Commission, 1995). The reforms
identified by the NSW Productivity
Commission compare favourably with
the Council of Australian Government
(COAG) National Reform Agenda of the
2010s, which identified gains of only
0.5 per cent (Commonwealth
Productivity Commission, 2012a).

The benefits from reform lift GSP per
capita by 1.7 percent, and is equivalent
to each NSW citizen over the age of 15
receiving an additional $2,000 per year
in today’s dollars by 2041. These are just
the start of the gains. They only capture
a proportion of the proposed White
Paper recommendations and they do not
include the gains where the reforms feed
innovation and foster new ways of

doing things.

The individual reform areas were modelled
separately to showcase the magnitude of
productivity improvement relative to each
other: improving our children’s school
outcomes, increasing labour participation
and addressing skills shortages in trades,
planning changes that increase housing
supply and reduce the cost of housing
and rolling out an adaptable and
forward-looking regulatory framework:

¢ |nvesting in the education of our
children has the potential to boost
productivity, lifting GSP by 1.2 per
cent per annum ($11.5 billion in real
terms) by 2041, the biggest impact of
any of the reforms. These benefits are
realised over a long time period time,
highlighting the power of our education
system to support our economic
wellbeing over many generations.
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¢ Improving the housing market’s 0.1 per cent ($1.2 billion in real terms)

responsiveness to the needs of by 2041. These benefits are likely
households will bring significant and conservative given the modelling
wide-reaching economic benefits. does not account for the economic
Reforming planning so as to reduce benefits that flow from innovation

the cost of building dwellings quickly that occurs when obstacles to new
translates into a relatively rapid boost technologies and ways of doing things
in GSP of over $3 billion by 2029 as are removed.

the increase in real wages attracts
additional workers to New South
Wales. The gains then slow as real
wage growth and migration ease

with a 0.5 per cent increase in real
GSP ($5 billion in today’s dollars)

by 2041. Although the benefits are
realised more rapidly than for other
reforms the increase in GSP are not as
sustainable.

* Increasing labour force participation
and addressing the economy’s skills
gaps through has the potential to
deliver large and rapid boosts to
economic growth. Introducing new
and flexible pathways into trades,
via the Trade Skills Pathway Centre
(TSPC), can lift GSP by 0.2 per cent
per annum by 2041 ($1.2 billion in real
terms).

* A regulatory framework that protects
NSW citizens while better enabling
new technologies and ways of doing
things can significantly improve the
quality of life of NSW citizens. Moving
towards a best-practice regulatory
framework will boost GSP by

Box 1.1 summarises the economic
modelling approach used to measure
the size of the prize to New South Wales
from pursuing a concerted productivity
reform agenda.

BOX 1.3: THE ECONOMIC MODELLING TASK

Victoria University (VU) was commissioned to estimate the economy-wide impacts of some of the final
recommendations in the White Paper using a computable general equilibrium (CGE) model. The Victoria
University Regional Model (VURM) is a CGE model that analyses the short-run and long-run impacts of
policy changes affecting Australia and its states. The VURM database is developed using detailed official
national and state statistics.

CGE modelling is useful for outlining the economy-wide costs and benefits of implementing new policies
and estimating the economic dividend for New South Wales. In particular, CGE modelling is useful for
illustrating what the reforms mean for the back pocket of NSW citizens.

Similar CGE modelling of policy changes have been used by the Commonwealth Productivity Commission
on several previous occasions to highlight the case for reform. The most well-known examples are the
National Competition Policy (NCP) (Commonwealth Productivity Commission, 1999; 2005) and Hilmer
reforms (Commonwealth Productivity Commission, 1995).

VU individually modelled the following recommendations to measure the magnitude of the productivity
dividends to the economy and to households that can be realised from progressing some of the reforms.
Specifically the following reform areas were modelled:

» Lifting best practice teaching (Recommendations 2.1-2.4)

* Modernising the Vocational Education and Training (VET) system by building more pathways to trades
(Recommendation 3.2)

* Rolling out an adaptable and forward-looking regulatory framework (Recommendation 4.17)
* Building the right housing in the areas we want (Recommendations 7.1-7.3).

Together, the implementation of these reforms can substantially improve living standards for NSW citizens.
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Recommendations in this White Paper
aim to help the State’s economy recover
from the effects of COVID-19, and to set
it up for an era of stronger productivity
growth. They are not NSW Government
policy, nor are they binding on the NSW
Government. The Commission makes
recommendations looking through a
productivity lens. The Government may
need to look at the issues through other
lenses too, and thus may arrive at slightly
different conclusions.

Nevertheless, the Commission welcomes
the NSW Government’s commitment to
a productivity reform agenda that can
help make New South Wales a better
place to live, work, start a business,

and raise a family. The Commission is
pleased that the Government is already
acting on at least 18 of 56 of its draft
recommendations from its 2020 Green
Paper. Many are already in the early
stages of implementation.

It is important to sustain the
momentum for reform by building on
this suite of measures, alongside other
microeconomic proposals already in
train (e.g. property tax reform).

| Report outline

Recommended reforms are described in
detail across this report:

e Improving our schools’ ability to
provide the quality education that the
people of New South Wales need to
reach their potential (Chapter 2).

* Ensuring we invest in the right
workplace skills for a globally
competitive and adaptive workforce
(Chapter 3).

* Regulating in ways that support
innovation and competition
(Chapter 4).

I Implementing the reform agenda

Borrowing from Professor Ross Garnaut,
"In discussing the reform task...

| sometimes employ a cricket metaphor
about how a century comprises plenty
of singles as well as a few big sixes
over the fence... | do not downplay the
importance of the singles, doubles and
fours. These are essential contributions
to a century.” (Garnaut, 2021).

As a State, we must act quickly to
make the most of the current window
of opportunity for reform. Timely
consideration and adoption of the
remaining recommendations will
deliver the productivity reboot that
we have described.

Once the agenda is confirmed, the
NSW Government should establish
governance arrangements to oversee
implementation of the reform package.

As part of its future work program, the
Commission will continue to explore new
reform opportunities with stakeholders.
Ongoing reform will ensure we continue
to reap productivity growth’s big
dividend—lasting improvements to the
lives of the people of New South Wales.

¢ Ensuring reliable, sustainable, and
productive supply and use of our
water and energy resources
(Chapter 5).

*« Modernising our tax system to help
our economy grow (Chapter 6).

¢ Planning for the housing we want and
the jobs we need (Chapter 7).

¢ Gaining more from our infrastructure
(Chapter 8).
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Recommendations

RECOMMENDATION 2.1: TREAT TEACHER SUPPLY AND QUALITY AS INVESTMENT

Apply the principles of capital investment to teacher supply and quality, evaluating new and existing
initiatives, expenditure, and reforms in cost-benefit terms.

Before 2022, establish a long-term teacher supply strategy, based on cost-benefit principles, including a
portfolio of evidence-based measures, and innovative pilot programs with built-in evaluation.

RECOMMENDATION 2.2: BROADEN THE SOURCES OF QUALITY TEACHERS
Design and implement accelerated teaching pathways to increase the supply of quality teachers:

* Pilot employment-based teaching pathways by 2021, targeting urgent teacher shortages in science,
technology, engineering, and maths (STEM).

* Implement a program to recruit overseas qualified teachers, with appropriate evaluation and review
built in.

* Review the costs and benefits of the requirement for a two-year full-time equivalent master's program
for teaching by 2021. Compare it with one-year full-time equivalent pathways. 2

*  Within two years of the review, design and implement alternative accelerated pathways. Put in place
regular monitoring and evaluation of teacher uptake and quality.

These measures should eventually form part of the long-term teacher supply strategy described in
Recommendation 2.1.

RECOMMENDATION 2.3: SUPPORT BEST-PRACTICE TEACHING

By 2022, require schools to report their annual progress implementing evidence-based best-practice
teaching and explain departures from best-practice methods.

By 2022, monitor schools’ use of formative assessment practices and have them report on
progress annually.

By 2022, develop further state-wide assessment resources to support all schools and teachers to more
effectively use data to monitor student progress, and to inform and target teaching practices.

By 2021, the NSW Government should ask the Australian Education Research Organisation
to prioritise research on the elements of best-practice teaching for Aboriginal students.



RECOMMENDATION 2.4: IMPROVE TEACHER PERFORMANCE EVALUATION

The Government should require schools to implement systems of classroom observations, including
peer-to-peer and supervisor observations, by 2023. Participation by teachers should be a mandatory
part of the Performance and Development Framework (PDF).

¢« The Government should develop and implement a training program and standardised assessment tools
to build the classroom observation capabilities of teachers and school leadership.

The Government should require schools to implement robust measures of teacher effectiveness by
2023, including classroom observations, measures of individual teacher ‘value-added’, and 360-degree
feedback from students, school leaders and peers.

The Government should:

* train teachers and supervisors to use these new measures of teacher effectiveness to genuinely
support continuous improvement

¢ develop a blueprint for measuring individual teacher value-added in NSW schools from 2023, including
key milestones and timings.

By 2022, the Government should revise the PDF to require the following:

e Teachers should include specific, measurable, achievable, relevant, time-based (SMART) goals related
to the Australian Professional Standards for Teachers (Teaching Standards), student outcomes, and
best-practice teaching in their Performance and Development Plans.

e Supervisors should explicitly assess performance against the Teaching Standards and SMART goals i
at the end of each performance cycle. They should be obliged to provide an independent assessment,
in writing.

¢ At least two classroom observations by supervisors should be mandatory each year, with supervisors
obliged to observe and provide professional support whenever they deem appropriate for the
teacher’s development.

e Teachers and supervisors should use individual teacher value-added, classroom observations, and
360-degree feedback in teacher performance assessment.

* A separate PDF for school principals that reflects their unigue role and makes them accountable for
improving in-school teaching practices.

The Government should make giving and receiving classroom observations a major part of a teacher’s
professional development requirements. It should comprise at least 50 per cent of the 100 hours required
every five years.

The Government should require schools to report annually on the implementation of the new
performance measures, with monitoring to inform the support provided to schools.
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RECOMMENDATION 2.5: CREATE A CENTRE FOR TEACHING EXCELLENCE

Establish a public-facing Centre for Teaching Excellence within the NSW Department of Education by
2021, to be led by a Commissioner for Teaching Excellence and staffed with high-performing teachers, to:

* Be publicly accountable for leading improved teaching quality across the system.

¢ Champion, train and support schools and individual teachers with resources to implement
best-practice teaching methods, measures of teacher effectiveness, and systems of continuous
improvement, including classroom observations (as outlined in Recommendations 2.3-2.4).

¢ Hold schools accountable for their progress implementing best-practice teaching and administering
their reporting requirements (as outlined in Recommendations 2.3-2.4).

¢ Provide an institutional hub for a new instructional lead teacher pathway (as outlined in
Recommendation 2.6).

RECOMMENDATION 2.6: HELP GOOD TEACHERS KEEP TEACHING

Develop an ‘instructional lead’ career pathway for highly effective teachers as an alternative to an
administrative career progression. Highly effective teachers should be identified using a suite of robust
measures, as outlined in Recommendation 2.4.

Evaluate uptake, rollout, and effectiveness of these new pathways against implementation key
performance indicators, with one instructional lead teacher in every school within three years.

Leverage instructional lead teachers to spread best practice across the school system through a Centre
for Teaching Excellence (see Recommendation 2.5). Incorporate these teachers into a long-term teacher
supply strategy (see Recommendation 2.1).




Our schools play many roles preparing
children for adult life. One of the most
important is to prepare children for
economic success. School can teach
them skills vital to earning an income,
creating a career, and helping make our
economy more productive for everyone.

In consultations on the State’s
productivity, many stakeholders
highlighted the importance of reforming
NSW schools. Submissions pointed

to poor results since 2000 and called
for the direction of reforms to change.
Stakeholders returned to these same
topics during consultations

and roundtables.

This chapter argues that if we want to
turn things around, we need to keep
following the best available evidence.
And the evidence is that school results
will be most affected by teaching quality.

THE TEACHING QUALITY CHALLENGE

Most of us have experienced the
difference between good and bad
teaching in our own school lives.

We know that many factors affect
student performance. Among them

are socio-economic status, family
characteristics, and parental involvement
(see Box 2.1). But if we focus on

factors within the school environment,
which governments can influence
directly, teaching quality makes a bigger
difference than anything else.

Teaching quality is not a simple concept;
it is a complex bundle of human
behaviours and techniques. Even many
teachers can find it hard to identify
exactly what a great teacher is doing.
The elements of good teaching differ
depending on the context. And
educational research has not yet
provided us with a full understanding
of what the best teachers do, or how
teachers can improve.

Yet this research does point clearly
in particular directions.

In particular, we can do much to
define and measure teaching quality.

*'| Our best bet for school improvement:
teaching quality

Statistical methods help us to identify
the difference a high-performing teacher
makes to student results, compared to

a teacher who performs poorly. That
difference is teaching quality. The

best research suggests its effects are
larger than any other interventions we
can make through the school system.

A United States study, for example,
found that a student’s lifetime earnings
increase by 1.34 per cent for each school
year where they have access to quality
teaching (Chetty, Friedman,

and Rockoff, 2014).

Where we do know with reasonable
certainty what helps students learn
better, we can do more to spread

those best-practice teaching methods.
Teachers themselves have a real appetite
for improvement; our school system
needs to do more to feed that appetite.

THE TEACHING QUALITY PAYOFF

Because governments fund and regulate
schools and directly employ so many
school teachers, they control the

most important levers for improving
teaching quality. By pulling these

levers governments can raise student
outcomes, translating into a host of
benefits including greater workforce
participation and employment, stronger
productivity, and higher wages and
lifetime earnings.

Modelling suggests that improving the
quality of school teaching could be one
of the biggest things New South Wales
can do to improve its productivity.'
Improved student outcomes from better
quality teaching would boost GSP by
$11.5 billion in 2041. This translates into
a rise in GDP per capita of over $1,100.

And because quality teaching makes

a bigger difference than any other factor
in the school environment, it can also
help historically disadvantaged groups,
like Aboriginal students, to advance

(see Figure 2.2).

1 Victoria University (VU) was commissioned to estimate the economy-wide impacts of some of the final recommendations in the
White Paper using a computable general equilibrium (CGE) model. The Victoria University Regional Model (VURM) was used.
It is a CGE model that analyses the short-run and long-run impacts of policy changes affecting Australia and its states.
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Evidence-based
reforms can lift
teaching quality

A CHANGE IN DIRECTION

The bad news, as this chapter will show,
is that recent waves of national reform,
though well intentioned, have only had

a marginal impact on teaching quality.
Since 2000, governments have increased
per-student funding, and made initial
teacher training more onerous. Neither
initiative has improved measured
outcomes.

As the next section will show, student
results since 2000 have been tracking
poorly. Based on those results, neither
greater funding nor longer initial training
provides the answer.

There are many gaps in our educational
understanding. Improving NSW school
education requires looking honestly

at what evidence we have, making the
best judgments we can from it, and then
acting.

THE REFORMS WE NEED

This chapter proposes a suite of
evidence-based reforms to lift teaching
quality across the whole profession and
embed best-practice teaching in every
classroom. These include the following:

¢ Use investment principles to ensure
spending on teacher supply and
quality is effective.

* Broaden the supply of quality
teachers with a Teacher Supply
Strategy and new employment-based
pathways into teaching.

e Provide practical resources to support
best-practice teaching in every
classroom.

*« Modernise teacher performance
evaluation to give teachers the
meaningful feedback they need to
improve continuously.

e Establish a public facing Centre for
Teaching Excellence to lead efforts to
improve teaching quality, and support
schools and teachers to continuously
improve.

* Keep excellent teachers in the
classroom with a new lead teacher
career pathway.

Achieving reform in this area will
challenge us. But the COVID-19
pandemic has shown how quickly
schools, teachers and students can
innovate and adapt to new ways of
teaching and learning.

And although the system has performed
poorly overall, it already contains
examples of excellence that can be the
seeds of its future success. By robustly
measuring teaching excellence, we can
give teachers the feedback they need
to continuously improve, and we can
identify, recognise, and reward the
excellent teachers we already have. By
harnessing these teachers to spread best
practice, we can raise student outcomes
and build the teaching profession up
from within.

THE PROBLEM: NSW SCHOOL
PERFORMANCE HAS FALLEN THROUGH
THE 2000S

New South Wales’ recent record in
improving our education system is, by
many indicators, poor. But the trends

in our students’ outcomes do help us
understand more about what works and
what does not.

FALLING PISA RESULTS

On a key international measure,

New South Wales’ school results

have been falling throughout this
century. A number of stakeholders

have pointed to disappointing results
from the Organisation for Economic
Co-operation and Development (OECD)
Programme for International Student
Assessment (PISA). PISA measures

15 year olds’ reading, maths, and science
understanding. PISA is perhaps the
most influential world wide standard for
comparing educational attainment.

The latest 2018 PISA results show
absolute and relative falls in New South
Wales students’ average scores. The falls
extend across all three domains—reading,
mathematical, and scientific literacy.

For the first time, maths results fell

to the OECD average (see Thomson

et al,, 2019).
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FIGURE 2.1: NSW STUDENTS’ PISA PERFORMANCE HAS FALLEN FASTER THAN OTHERS
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Source: Australian Council for Educational Research (ACER).

While Australia’s PISA performance has
declined in comparison to the rest of the
world, New South Wales’ performance
has also declined in comparison to
other states and territories. Some of the
largest declines in PISA results were for
New South Wales (see Figure 2.1). Our
State now ranks in the bottom half of
jurisdictions across all three domains—
maths, science, and reading. Victoria
shows the strongest results between
2000 and 2018, reporting no decline in
average reading and science literacy.

Falls in PISA scores are not unusual.
Other developed-nation jurisdictions
to record falls in PISA scores over this
18-year period include South Korea,
Japan, Switzerland, Sweden, Finland,
New Zealand, Canada, the United States,
France, and the United Kingdom. None
of these jurisdictions however, has
recorded the nearly 40-point fall that
New South Wales has seen (World
Bank, 2021).2

OTHER MEASURES SHOW STAGNATION

Another key international measure is
the Trends in International Mathematics
and Science Study. Results from 2019
show significant improvement in maths
and science compared to 2015, but
unfortunately these are only a recovery
from low scores attained in the early
2000’s. Notably, primary school maths

scores have stagnated below 2007 results.

National Assessment Program in Literacy
and Numeracy (NAPLAN) results tell a
similar story. New South Wales’ relative
performance has declined significantly
when compared to states such as
Western Australia and Queensland.
These differences in performance across
the nation show there is ample room

to improve State policy settings to lift
student achievement.

Socio-economic status has a big impact
on student learning outcomes (see

Box 2.1). The school system cannot

be expected to overcome the effects

of disadvantage on its own, but it
remains one of the most powerful tools
governments have to help level the
playing field.

Both PISA and NAPLAN results highlight
a lack of progress made in closing

gaps in educational attainment for
disadvantaged groups. Since 2000,
average PISA results for students in the
lowest quartile have lagged behind their
peers in the highest quartile by around
three years of schooling.

Large gaps also remain between
Aboriginal and non-Aboriginal students.
Results suggest that by age 15, the
average Aboriginal student lags around
two and a half years behind their peers
in reading skKills (see Figure 2.2).

2 Australia’s overall score declined by 27 points. The largest overseas decline among advanced nations
was that of the United Kingdom, where the average score declined by 25 points.
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More generally, PISA results have
declined across the entire distribution
of students. All socio-economic groups,
school sectors, and both high- and
low-performing groups experienced

a slide in academic performance.
Differences in performance between
school sectors were almost entirely
explained by their students’ different
socio-economic backgrounds. This
suggests there was no significant
difference in the effectiveness of
different school sectors.

The sustained decline in outcomes

is at odds with the level of skills and
knowledge that young people need to
thrive in an increasingly competitive and
global economy. The proportion of NSW
students failing to achieve minimum
standards across the three PISA domains
has risen from 32 per cent in 2006 to

42 per cent in 2018. A growing number
of young people now lack the knowledge
they need to reach their full economic
potential (Thomson et al., 2016).

Some stakeholders have expressed
concern that reflecting on the poor
outcomes of our school system could
reinforce a ‘narrative of failure’.

But the purpose of this paper is to
identify problems for the purpose of
suggesting how they can be fixed.

And as will be seen, even though our
school system has performed very
poorly overall, it nevertheless contains
examples of excellence. These examples
can serve as the seeds of our education
system’s future success.

THROWING MONEY AT THE PROBLEM
HAS NOT WORKED

Confronted by the decades-long decline
in NSW school performance, many

will infer that our schools must be
chronically underfunded. Unfortunately,
NSW school results have worsened even
as taxpayers have spent record amounts
to support them.

Commonwealth and NSW Government
expenditure on NSW public schools rose
from $16,774 per student in 2009-10 to
$20,436 in 2018-19 (in 2018-19 dollars),

a 22 per cent increase (Commonwealth
Productivity Commission, 2021c). At

the same time, other Australian states,
such as Victoria, have consistently lower
school funding levels yet better average
student performance.

Adequate and equitable school funding
is necessary to maintain and improve
educational outcomes. But it is not
enough. And we already make significant
new investments in school education
each year.
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FIGURE 2.3: STUDENT PERFORMANCE HAS DECLINED DESPITE HIGHER FUNDING
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To lift student performance,
policymakers need to look beyond
additional funding, towards the
structures and practices of our
education system, and the real drivers
of improved outcomes.

TO IMPROVE RESULTS, IMPROVE
TEACHING QUALITY

The quality of our schooling system

2012 2013 2014 2015 2016 2017 2018

leaders directly affect learning by
determining how teaching is delivered
in classrooms and how the curriculum
is conveyed to students. This is
supported by strong evidence. Multiple
independent studies have found the

quality of teachers and their teaching

is the most important in-school factor
in improving student learning (Hattie,

2005; Hanushek, 2011; Chetty, Friedman,

ultimately rests on the quality of
classroom instruction by our teachers
and school leaders. Teachers and school

and Rockoff, 2014) (see Figure 2.4).

FIGURE 2.4: TEACHING QUALITY HAS THE BIGGEST INFLUENCE ON STUDENT OUTCOMES
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governance and culture

Classroom organisation and
environment - environment

Source: Deloitte Access Economics (2017).
Note: This chart examines in-school factors only, see Box 2.1 for other factors.

52

NSW Productivity Commission White Paper 2021

Resourcing - curriculum and staff based 2%

Teaching efficacy
- practice

~—

JUSpPN3S Jad Buipund abelsAy




Any sustained lift in student performance approaches most likely to work—those
will depend on improving the quality with the strongest evidence that they
of day-to-day teaching. This requires improve learning—should be embedded.
us to ensure that the system is well
placed to attract and develop the best
teachers. This means removing barriers
to entry into teaching that discourage
high performers. Requirements that are
not proven to support better outcomes
for students—such as a two-year
master’s degree requirement—need

to be removed. Meanwhile, systems to
accurately identify and reward the best
teachers need to be built. The existing
workforce should be supported with
strong systems to develop teachers in
the classroom. Moreover, the teaching

Teaching quality also depends on
policies that develop and support the
capabilities of teachers and school
leaders. Improved teaching quality will
also support other important aspects
of school reform, including the current
redesign of the curriculum by the NSW
Education Standards Authority (NESA).
The redesign aims to modernise the
curriculum, provide strong foundations
for lifelong learning, and cut inessential
workloads so teachers can focus on the
core of their jobs, teaching our children.

BOX 2.1: BESIDES TEACHING QUALITY, WHAT ELSE DRIVES STUDENT OUTCOMES?

While the evidence shows teaching quality is the biggest in-school driver of student outcomes, factors
outside the school also play an important role.

| In the United States, a landmark report compiled under sociologist James Coleman (1966) found that
familial and socio-economic factors had the most impact on US student learning outside of the classroom.

The finding on the importance of family and background factors has been broadly supported in the years
since Coleman’s report. In Australia, the Longitudinal Study of Australian Children found that children
living in poverty were likely to be more than a third of a school year behind their peers by Year 3.2 It also
found that lower levels of family cohesion and school attendance both had negative, but smaller, effects
on NAPLAN scores.

Strong parental engagement in student learning has been also shown to have positive effects on student
mathematics scores but the numerous forms this can take make identifying the impacts of specific
approaches difficult (Sheldon & Epstein, 2005; Emerson et al., 2012). Student personality has also been
found to influence academic outcomes, with conscientiousness being the strongest predictor (Noftle and
Robins, 2007).

But within schools, teaching quality has been found to be the most important determinant in student
outcomes. The difference between a quality teacher and a poor-performing one has been estimated to be
at least a quarter of a million dollars in lifetime earnings per classroom in multiple studies (Chetty et al,,
2014; Hanushek, 2011).4

3 The Longitudinal Study of Australian Children is following the development of 10,000 children and families from across Australia.
4 Figure stated in United States dollars.
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ATTRACT, DEVELOP, AND RETAIN
HIGH-QUALITY TEACHERS

Quality teaching depends on a
high-quality teacher workforce. As
the largest employer of teachers in
Australia, the NSW Government can
foster a high-performing teaching
workforce through policies to attract,
develop, and retain the best teachers.

The teaching workforce faces many
well known challenges. They include a
more complex and demanding teaching
environment, strong growth in student
numbers, and a forthcoming surge in
retirements as the workforce ages.

Moreover, there is evidence that the
academic quality of teaching entrants,
measured by average literacy and
numeracy skills, has weakened over

the years (Murtough and Woods, 2013;
Leigh and Ryan, 2006). Research by
the Grattan Institute indicates that
fewer high achievers are pursuing
teaching. The average level of academic
achievement of students entering
teaching degrees appears to have fallen
over the past decade across Australia,
as shown in Figure 2.5 (Goss and
Sonnemann, 2019).

FIGURE 2.5: TEACHING HAS FAILED TO ATTRACT MORE HIGH ACHIEVERS

Undergraduate enrolments by broad field of study for students with an ATAR of 80 or above

o

Change 2006 to 2017 per cent

Notes: Agriculture and hospitality are excluded due to low student numbers. ‘Education’
includes curriculum studies and teacher education. Figures include domestic onshore commencing
bachelor-degree students’ enrolments for all students with a known ATAR 80 or above and aged

20 or younger, regardless of the basis of admission.

Source: Grattan Institute.

The attractiveness of teaching as a
career has clearly declined relative

to other professions, particularly for
higher achievers (Goss and Sonnemann,
2019). Increased competition from

other sectors—often offering better
remuneration, progression opportunities,
and flexibility—has exacerbated
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long-term imbalances in teacher
supply and demand. This is particularly
evident in areas of science, technology,
engineering, and maths (STEM), as
discussed in Box 2.2. The problem
affects inclusive education and English
teachers as well.



BOX 2.2: THE CRITICAL SHORTAGE OF STEM TEACHERS

The growing shortage of qualified teachers in STEM subjects is well documented (Shah, Richardson,
and Watt 2020; Commonwealth Productivity Commission 2012¢; Timms et al. 2018). The shortage is
particularly serious for maths teachers, with around one in five teaching ‘out-of-field’—that is, lacking
a suitable qualification to teach maths (Prince and O’Connor, 2018; Timms et al., 2018). Schools in
disadvantaged and remote areas suffer the most.

Addressing these persistent areas of teacher shortages is an urgent policy challenge. Maths and other
STEM skills are crucial for improving Australia’s productivity growth and capacity for innovation. Yet ‘out
of field’ teaching is widely considered to impair student learning and maths literacy in New South Wales
has seen a long-term decline. Studies consistently show that teacher subject knowledge in mathematics
is strongly related to student academic achievement in that subject area (Metzler and Woessmann, 2012;
Hanushek, 1986; Hanushek and Rivkin, 2006; Goe et al., 2007).

Current initiatives, including scholarships and financial incentives, are not overcoming persistent shortages
of STEM teachers. The NSW Government agrees to cover tuition fees, provide monetary allowance during

study, and in some cases arranges part time teaching during study. In return, recipients are obliged to
teach in an agreed public school for a minimum of three years. Although the scheme is highly attractive,
stakeholders have noted that these high-potential teachers are courted, often successfully, by non
government schools upon graduation.

The recently announced initiative to make maths compulsory for senior students, combined with fewer
teaching graduates specialising in STEM subjects, will likely exacerbate the issue, with ramifications for

teaching quality.

We use better
principles to invest in
school buildings than
in our teachers

Faced with this challenge, we need to
cast the net as wide as possible and
lower the barriers to bringing more
people into the system who have the
potential to be great teachers.

APPLY INVESTMENT PRINCIPLES TO
TEACHER SUPPLY AND QUALITY

We know that our children’s
ducation, our future workers, and
our long-term prosperity all depend
on having the right quantity and
quality of teachers available. But we
rarely think about what this means
in economic terms. Our teachers
represent the fundamental stock

of human capital that makes our
public-school system work. Every
quality teacher recruited and every
improvement in teaching quality
enhances this stock of human
capital. Although it is not an asset
for accounting purposes, the human
capital of our teaching workforce is
the largest economic asset the NSW
education system manages. Because
of this, efforts to grow the supply of
teachers and improve teaching quality
represent capital investments, much
like our investments in infrastructure
(e.g. the building of new Metro lines).

TREAT TEACHING CAPITAL
SYSTEMATICALLY

But governments have rarely
approached investing in the teacher
workforce in the same way as other
forms of capital investment, like
transport infrastructure.

When governments allocate funding

to build and upgrade roads and rail,

they identify, evaluate, and prioritise
alternative investments using the tools of
cost benefit analysis. Clear distinctions
are made between capital investment,
and ongoing operational costs like track
maintenance and transport workers’
wages.

By contrast, in our education system,
spending to improve the size and
quality of the teaching workforce

has not been clearly distinguished

from operational expenditure, such

as spending on teachers’ wages and
school maintenance. As a result, funds
best spent on human capital investment
are instead used to meet operational
pressures. Conversely, rising operational
expenditures, for example on teachers’
wages, are portrayed as ‘strategic
investments’ in teacher supply or quality,
without strong evidence the expenditure
will achieve these objectives.
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NSW Teachers
Federation suggests
an additional 11,000
TEACHERS will be
needed BY 2031

Governments have never been as
strategic about their investments in
teacher supply and quality as they have
with bricks and mortar investments. Nor
have they measured the returns in the
same systematic way. We use better and
clearer principles to assess investments
in new school buildings than we do to
invest in the people who work in them.
There is nothing to stop us using the
same principles to start making our
investments in teacher supply and
quality more effective.

In failing to apply capital investment
principles to teacher supply, the NSW
Government has likely contributed to
the emerging mismatch between our
demand for and supply of teachers.
Investments in physical infrastructure
like roads and railways are made
based on long-term, evidence-based
projections of future demand, grounded
in demographic trends. By contrast,
the assumption has been that general
increases in education funding, spending
on teachers’ wages and professional
development, longer initial teacher
education and a demand driven
university system, will ‘take care’ of
teacher supply and quality. As a result,
there is an emerging gap between the
number and quality of specialist teachers
joining the workforce, and the needs
of our public schools. A recent report
commissioned by the NSW Teachers
Federation suggests an additional
11,000 teachers will be needed by 2031
(Rorris, 2021). The NSW Department
of Education estimates that STEM

and inclusive education disciplines

will continue to be at risk of shortfalls,
especially in rural and remote regions
and areas of significant forecasted
population growth.

SECURE THE SUPPLY OF TEACHERS

Securing the supply and quality of the
NSW teaching workforce is a long-term
project. But a more effective approach
can begin today. The Government can
take the first step by developing an
overarching teacher supply strategy that:

* reframes investment in teacher supply
and quality as capital investment

¢ plans to meet the long-term demand
for quality teachers

» plans to develop a portfolio of
evidence-based and innovative
measures to address student
outcomes

¢ provides for monitoring and
reporting of outcomes to build
up the evidence base

¢ is underpinned by a business
case based on the principles of
cost-benefit analysis.

Matching the supply of subject matter
qualified teachers to the quantity

and locations of future demand is a
multifaceted challenge. A teacher supply
strategy should provide for a portfolio
of evidence-based investments targeted
at different facets of the challenge.

And it should include measures targeted
at critical shortage areas, such as

STEM teachers, inclusive education
teachers, and the regional and remote
teacher workforce.

A supply strategy should prioritise
investments and structural reforms with
the strongest cost benefit ratios and

a well established evidence base. It is
also important, however, to experiment,
innovate, and learn more about what
works. A teacher supply strategy should
therefore also include some funding for
innovative pilots (like employment-based
pathways) with built-in evaluation plans
and clear criteria for success and failure.
There is value in studying and piloting
initiatives that have worked elsewhere.
In this way, over time, we can do more of
what works and less of what does not.

In addressing teaching quality, the
Government should likewise look more
systematically at the relative costs and
benefits of different interventions. As
will be seen, this means shifting towards
evidence-based initiatives, like teacher
observations, and away from approaches
with a poor track record, like making
initial teacher education more onerous.

RECOMMENDATION 2.1: TREAT TEACHER SUPPLY AND QUALITY AS INVESTMENT

Apply the principles of capital investment to teacher supply and quality, evaluating new and existing
initiatives, expenditure, and reforms in cost-benefit terms.

Before 2022, establish a long-term teacher supply strategy, based on cost-benefit principles, including a
portfolio of evidence-based measures, and innovative pilot programs with built-in evaluation.
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While stakeholders recognised the
passion and dedication of teachers and
school leaders, they highlighted the need
for a stronger workforce. All stakeholders
expressed a desire to attract some of the
best and brightest to become the next
generation of educators.

For a decade or more, the teacher
quality reform agenda has focused
primarily on raising the requirements to
enter teaching. And ‘raising the bar’ for
new teachers does seem a plausible way
to raise teaching quality and the status
of the profession. But in practice, it has
several flaws:

* As will be seen, a credentialist
approach conflates credentials
with quality.

« By focusing narrowly on new teachers,
a credentialist approach fails to
target the bulk of the profession.
Accreditation reforms, which do
target the whole profession, have
their own limitations (discussed in
Section 2.6).

e Finally, more onerous and longer
qualifications for new teachers
have unintentionally raised barriers
to talented people entering the
profession.

**| Focus on high-quality candidates rather
the length of training

The evidence suggests that it is the
quality of candidates that matters

most, not the length of training. This
section therefore looks at how to get
high-potential candidates into the
classroom and earning income faster.
Key recommendations include reviewing
the requirement for a two-year Master of
Teaching and making more strategic use
of ‘conditional accreditation’ to speed up
classroom entry.

LONGER TRAINING COURSES DO LITTLE
FOR QUALITY

As part of a national push to improve
teaching quality, New South Wales has
seen a wave of reform focused on raising
the bar for new teachers. New teachers
must now meet increased academic
requirements to enter initial teacher
education (ITE) programs.

* They must achieve a Band 5 HSC
result in a minimum of three subjects.®

* They must sit a test to show they are
in the top 30 per cent of the adult
population for literacy and numeracy.

* Aspiring teachers who already hold
an undergraduate degree must
now complete a two-year Master
of Teaching (see Box 2.3). They

previously needed only a one-year
Graduate Diploma of Education.

BOX 2.3: WHAT DO ASPIRING TEACHERS LEARN IN THEIR MASTER OF TEACHING?

The postgraduate Master of Teaching taught in Australian universities consist of a core component and a
curriculum oriented component.®

The core component varies slightly across institutions but generally cover aspects of teaching theory,
childhood development, and fostering a learning environment. This is complemented with courses in
addressing inclusion and diversity, working with those with disabilities, and education in an Aboriginal
context. Professional experience is also a compulsory aspect of the course but can vary in location and
experiences, depending on the university.

The curriculum component is prescribed for primary school teachers, given they are generalist educators.
Secondary school teachers specialise in one or more elected disciplines, ranging from mathematics to
the fine arts. The courses in this component all give an overview of the subject’s current curriculum,

how to create lesson plans and program lessons, and any relevant teaching stratagems particular to

that discipline.

5 Band 5 sits between ‘average’ performance (Band 4) and the highest performance (Band 6).

6 The NESA administers NSW teacher accreditation. Graduates of education courses accredited by the Australian Institute for Teaching
and School Leadership are eligible for such accreditation.
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The Teacher Education Ministerial
Advisory Group’s 2014 report, Action
Now: Classroom Ready Teachers,

drove introduction of the two-year
master's degree requirement for ITE.
There was widespread concern that
teachers were not adequately equipped
to address diverse learning needs,

did not have sufficient knowledge of
teaching theory, and were not equipped
to teach numeracy and literacy. The
report called for universities to teach
aspiring teachers more curriculum and
theories of teaching. It led to longer
training for new teachers.

It sounds plausible that studying
education for longer would increase the
skills and knowledge of graduates and
improve graduate teacher outcomes.
Unfortunately, the evidence suggests
that gains from longer teaching
pathways are minimal or even nil.

Australian and international evidence
on higher accreditation requirements,
including teacher certification,

shows a mixed to weak relationship
with improved student outcomes
(Commonwealth Productivity
Commission, 2012¢).” The bulk of
empirical evidence, including randomised
controlled trials, finds teacher
certification bears little relationship
to teacher effectiveness, as measured
by impacts on student achievement
(Decker, Mayer, and Glazerman, 2004;
Gordon, Kane, and Staiger, 2006;
Kane, Rockoff and Staiger, 2006;
Ladd and Sorensen, 2015; Ryan, 2017).

Several studies cite higher and longer
qualification requirements in high
PISA-ranking countries like Finland

as evidence for increasing teacher
credentials (Darling-Hammond, 2017).
But as noted by the Commonwealth
Productivity Commission, it is difficult
to separate credential effects from
broader reform that occurred over the
same period (Murtough and Woods,
2013). Finland’s PISA performance, like
Australia’s, has been declining since at
least 2006. Finland is now outperformed
by China, Singapore, Hong Kong, South
Korea, Macao, and Estonia.

In fact, Singapore—the second-ranked
country in PISA—offers a one-year
graduate teaching qualification
alongside an employment-based
pathway for those with no teaching
qualification.

Efforts to improve standards by
lengthening ITE have conflated
credentials with quality.

Research suggests that rather than
focusing on pre-service training time,
the quest for teacher effectiveness
should prioritise two stronger indicators:
training quality, and candidate attributes
such as subject matter expertise and
academic strength.

LONGER TRAINING DISCOURAGES HIGH-
PERFORMING WOULD-BE TEACHERS

If longer training and higher credentials
do not improve teaching quality, we
might hope they have other benefits.

It is plausible, for example, that

more credentials could signal a higher
status for the teaching profession. That
could attract higher-quality candidates
into teaching.

Unfortunately, practice has not borne
this out. In fact, the additional year
of qualification needed to teach
discourages potential high-quality
teachers from joining the teaching
profession.

And the profession is already facing
supply challenges in key areas, such
as STEM.

An aspiring teacher must now complete
either an undergraduate or postgraduate
teaching degree before teaching in

NSW schools. The undergraduate
pathway takes a minimum of four years.
Postgraduates need a minimum of

two years of teacher education, so this
pathway needs a minimum of five years.

7 One United States study found traditional certification did improve student outcomes (Darling-
Hammond et al., 2005). However, the study’s methodology was strongly criticised, particularly for
failing to appropriately control for differences in students’ socio-economic status (Podgursky, 2006).
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Longer pathways increase the cost—

and the risk—of becoming a teacher,
particularly if you come to the profession
later in life. Longer university courses
cost aspiring teachers more (and
taxpayers pay more too). And the

extra time spent training could have
been spent earning income, gaining
practical experience, and teaching
school students.

* Some teachers realise that they
are poorly suited to teaching only
upon entering the classroom. Extra
university training delays this
discovery, raises its cost, and reduces
the time available to pursue more
suitable careers.

¢ Longer pathways into teaching are
even more costly for two important
groups of potential candidates:
high-performing graduates and
mid-career professionals. Because
high performers have more options
and a greater lifetime earning
potential, they sacrifice more income
for each year they spend out of the
workforce. Mid-career changers have
fewer working years left and often
have families to support. This too
raises the cost of each extra year
out of the workforce, in initial
teacher education.

Unless addressed, onerous ITE
requirements will continue to deter
high-performing teaching candidates.

In roundtables and submissions,
stakeholders underlined the need

to focus on creating a high-quality
teaching workforce. While stakeholders
recognised the passion and dedication
of existing teachers and school leaders,
they highlighted the need for a stronger
workforce. All stakeholders expressed

a desire to attract some of the best and
brightest to become the next generation
of educators.

FOCUS ON CANDIDATE ATTRIBUTES,
NOT LENGTH OF TRAINING

The NSW Centre for Education Statistics
and Evaluation (CESE) suggests that the
cognitive, verbal, literacy and academic
abilities of teachers have the greatest
impact on student learning outcomes .
International research also points to the
importance of subject-matter knowledge
for teaching effectiveness, particularly
for subjects like maths (Goldhaber and
Brewer, 1997).

A series of gold standard randomised
controlled experiments confirm

that qualified teachers are equalled

or outperformed by unqualified
teachers who have stronger academic
backgrounds:

¢ Decker, Mayer, and Glazerman (2004)
found that for students in years 1to 5,
the unqualified group produced similar
results in reading and better results
in maths by 0.15 standard deviations.
That is the equivalent of one
month of additional instruction over
a school year.

¢ Clark and her colleagues looked
at middle school and high school
maths teachers. They too found the
unqualified group produced better
results (Clark et al., 2013). In another
study, Clark and fellow researchers
focused on US elementary grades,®
and again found that unqualified
teachers outperformed qualified
ones in reading instruction, achieving
the equivalent of 1.3 months extra
instruction over a year (Clark and
Isenberg, 2020).

US research has also found that although
traditional cognitive measures (such as
academic scores) can predict teacher
performance, non-cognitive measures
(including personality traits) also play

a significant role (Rockoff et al., 2008).
Some Australian ITE courses have begun
to integrate these findings:

¢ The University of Notre Dame
interviews each student and assesses
a personal statement.

¢ The University of Melbourne has
created a Teacher Capability
Assessment Tool to predict a
candidate’s teaching potential.

8 US elementary school usually runs from kindergarten or first grade to fourth, fifth or sixth grade.
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This evidence suggests that recruiting
high-quality teachers is more about
attracting the right candidates than

the length of training. Policy should
focus on making it easy for those with
strong academic backgrounds and the
right personality attributes to enter the
profession, as they are the candidates
most likely to become excellent teachers.

It is also difficult to know in advance
who will thrive as a teacher. Getting
high-potential candidates into the
classroom more quickly gives them the
opportunity to discover more cheaply
and quickly whether teaching will be
right for them. It reduces the cost to the
individual and the taxpayer of working
out whether teaching is a suitable career.

HELP THOSE WITH HIGH POTENTIAL
TEACH AND EARN INCOME FASTER

New South Wales needs to remove
unhelpful barriers and clear the way
for those most likely to become
high-performing teachers to enter the
classroom and begin earning income.

We can choose from several options to
achieve this.

e A partial solution is to compress initial
teacher education into faster intensive
courses. The University of Newcastle
employs a trimester system, so
that teachers can complete their
postgraduate degree in one and a half
years instead of two.

¢ This gets new teachers into the
classroom more quickly. But it still
requires aspiring teachers and to pay
for and complete a two-year full-time
equivalent study load, which acts as
a considerable barrier to teaching. It
also requires the taxpayer to subsidise
an extra year of full-time equivalent
study, without demonstrable benefits.

e Another partial solution is to
take advantage of ‘conditional
accreditation’. New South Wales
is unique amongst Australian
jurisdictions in letting aspiring
teachers become ‘conditionally
accredited’ in their final year of ITE.
Conditional accreditation gives
aspiring NSW teachers the ability
to enter the classroom and earn an
income faster, potentially reducing
barriers to entering the profession.
While conditional accreditation is
widely used in New South Wales,
stakeholders indicate its use today is
largely ad hoc, left to the initiative of
individual teachers and schools.
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¢ As the largest employer of teachers
in New South Wales, the NSW
Government could use ‘conditional
accreditation’ systematically, to get
high-performing candidates into the
classroom faster. It could be used to
address shortages more quickly, for
example, in STEM subjects and in
regional areas. The option to teach
full- or part-time while completing
the final stages of a teaching
qualification could be used to reduce
the uncertainty and opportunity cost
of becoming a teacher.

While conditional accreditation

and compressed training may help,
the length of training still acts as a
barrier to entry into the profession.
It is time to review the costs and
benefits of the requirement for a
two-year Master of Teaching,
particularly for secondary teachers
where subject-matter qualifications
count more, and in subjects like STEM
where supply issues are most acute.

Where longer ITE is not found to
improve student outcomes or where it
adversely impacts teaching shortages
and thus teaching quality, the
requirement should be shortened back
to a Graduate Diploma.

As NSW ITE requirements reflect a
national approach, the NSW Government
should seek to work with the Australian
Government. A review of ITE is being
undertaken by the Commonwealth
Government (Department of Education,
Skills and Employment, 2021b). This is

an opportunity to collaborate.

OPEN EMPLOYMENT-BASED PATHWAYS
FOR HIGH ACHIEVERS

New South Wales has options to
expand the pool of potential high-
performing teachers. One option is to
open the profession to individuals with
relevant experience outside education
(Schleicher, 2011). For example, where
high performers hold university-level
qualifications in one or more high school
subjects, the system could allow them
to work and earn as teachers while they
complete their teaching qualifications.

International and Australian examples
show how other alternative pathways
can work alongside more traditional

routes, improving teacher supply and
quality at the same time.
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High performers with
university qualifications
in high-school subjects
could work as teachers
while completing a
teaching qualification

Singapore has a highly successful
competitive program to attract
academically strong mid-career
professionals into teaching. Candidates
do not need an education-related
qualification. The application process
includes rigorous screening. If candidates
successfully complete initial screening,
they spend time in schools as untrained
contract teachers for up to a year. They
are then assessed on suitability for
teaching and may progress to a teaching
diploma while continuing their work in
the classroom.

The Teach For Australia (TFA)

program is an Australian example of

an employment-based teacher training
pathway to address teaching shortages.
Since 2008 the program has placed
high-achieving teacher candidates into
hard-to-fill positions in disadvantaged
schools across Victoria, the Northern
Territory, Western Australia, and
Tasmania. Following a fast-tracked
course in teaching and simultaneous
two-year placement, participants
obtain a Master of Teaching degree

and are fully qualified to teach. The
program has succeeded attracting
high-quality graduates, with participants
outperforming other graduate teachers
by the end of the program (Dandolo
Partners, 2017).2

Concerns about cost-effectiveness and
retention halted the program’s uptake
in New South Wales. Yet analysis has
shown that the TFA pathway had a total
cost of $118,000 per student, compared
to $150,000 cost of the standard
Master of Teaching route
(Pricewaterhouse Coopers, 2016). And
1 years after the program begun

84 per cent of TFA alumni was still
working in education; 70% as teachers
or school leaders.

Significant demand is present for

these pathways. In 2021, TFA has

171 candidates enrolled across Australia.
It turns down almost as many quality
candidates for lack of additional funding.

Given the NSW teacher supply
challenge, and the costs of comparable
pathways, the State should expand such
employment-based pathways as fast

as practicable to meet demand from
these high-performing candidates.
These pathways should have an initial
focus on STEM graduates to address
urgent shortages. The only limit on
expansion should be the ability to

scale successfully and to attract, place
and retain high-quality candidates.
These employment-based programs
should also form a major plank of an
overarching long-term teacher supply
strategy.

The NSW Government has announced
an important first step to address this
recommendation. The 2020-21 NSW
Budget announced funding to co-design
a bespoke model for attracting
mid-career and high-achieving
professionals into teaching, with TFA
and the teaching profession. The pilot
program will focus on filling critical
shortages in STEM subject areas and in
regional and rural schools.

But the NSW Government should
consider funding TFA to pilot its own
program alongside the bespoke model
the NSW Government is developing.
Such a TFA pilot would provide
more data about what works best in
New South Wales. TFA has a proven
model, national recruitment network,
and singular experience providing
employment-based pathways

in Australia.

As well as recruiting high performers
from other careers, New South Wales
should leverage its international status
as a preferred place to live and work.
By designing employment-based
pathways the State can attract qualified
foreign teachers and meet immediate
critical local needs. The Queensland and
New Zealand governments both already
leverage international teaching talent
through recruitment agencies.

In general, increased competition for
high-achieving candidates should spur
greater innovation in teacher training
and accreditation (Organisation

for Economic Co-operation and
Development, 2008). Removing
unnecessary barriers and opening

new pathways into teaching can help
to expand the supply of high-quality
teaching candidates. The current system
is increasing the length of teacher
training, and thus discouraging quality
teaching entrants. All that is leading to
students learning less.

9 For instance, school principals reported that TFA associates ‘outperform their peers on all Australian Professional Standards for
Teachers measures surveyed by Dandolo after both have spent two years in the classroom’.
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RECOMMENDATION 2.2: BROADEN THE SOURCES OF QUALITY TEACHERS
Design and implement accelerated teaching pathways to increase the supply of quality teachers:

* Pilot employment-based teaching pathways by 2021, targeting urgent teacher shortages in science,
technology, engineering, and maths (STEM).

* Implement a program to recruit overseas qualified teachers, with appropriate evaluation and review
built-in.

* Review the costs and benefits of the requirement for a two-year full-time equivalent master's program
for teaching by 2021. Compare it with one-year full-time equivalent pathways.

*  Within two years of the review, design and implement alternative accelerated pathways. Put in place
regular monitoring and evaluation of teacher uptake and quality.

These measures should eventually form part of the long-term teacher supply strategy described in
Recommendation 2.1.

** | Strive for best-practice teaching in every
classroom

Teacher quality matters more than » Use data to inform practice:
anything else to a school’s effect on Effective analysis of student data

its students. In particular, Australian helps teachers to better understand
research shows that high-quality and meet students’ learning needs
teachers drive student achievement and to understand how students
most directly through effective teaching are responding to different teaching
practices (Deloitte Access Economics, approaches.

2017). These are the specific teaching
methods and strategies a teacher uses
in a classroom.

Classroom teachers must be made
genuinely accountable for implementing
practices that improve teaching quality.
Studies of classroom teaching practices And they must be supported with the
reveal strong consistency in what highly feedback they need in order to improve
effective teachers do. While there is no (Recommendation 2.4).

one-size-fits-all approach, the evidence
shows clear principles and foundations
for highly-effective teaching. According
to CESE, these principles include:

Unfortunately, consistent evidence about
what works has not been matched by

a consistent focus on implementation.
Reform is needed to ensure that all

* Give feedback: The learner or levels of the NSW school system—from
teachers must receive information teachers, to school leaders, to the
about the learner’s performance Government itself—are focused on
against learning goals. Teachers and implementing best-practice teaching,
students use feedback to redirect and are accountable for doing so.

their efforts to achieve better
outcomes. Effective feedback is one
of the most powerful influences on
learning. It has the greatest impact
when it focuses on improving tasks,
processes, student self-regulation

Embedding best-practice teaching
in every classroom will require a
comprehensive cultural transition.

It will need interventions, resources
and support tailored to the needs of
individual schools and teachers. As

and effort. will be discussed later in this chapter,
* Provide explicit teaching or direct a Centre for Teaching Excellence

instruction: Teachers must clearly (Recommendation 2.5) could lead

show students what to do and how and support this cultural transition.

to do it. They should use worked
examples and create opportunities
for students to demonstrate
understanding and to apply what

they have learnt.
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TEACHERS NEED RESOURCES,
INCENTIVES, AND FEEDBACK TO
IMPROVE

Teachers need to be at the centre of any
strategy to improve teaching quality.

Clearly defined guidelines, sorted by
learning area, can support teachers to
implement evidence-based teaching
practices. Excellent teachers generate
evidence about effective teaching
practices every day. This should be
systematically captured and used to
support implementation of best practice.

Teachers should also be supported with
high-quality, proven data and assessment
tools (see Box 2.4). National online and
on demand assessment resources and
tools are being developed under the
National School Reform Agreement.
These can help teachers to track and
improve student learning. To better
leverage existing resources, the NSW
Government should continue to develop
and share best-practice assessment tools
with all schools in New South Wales.

BOX 2.4: BENCHMARKS AND ASSESSMENT TOOLS ENHANCE LEARNING OUTCOMES

Common benchmarks and assessment tools enhance learning outcomes. They help teachers collect
reliable data and analyse student achievement. That allows teachers to adjust their teaching to better
meet each student’s needs. They also build teachers’ capacities for data collection and analysis.

Schools across New South Wales already use a wide variety of assessment strategies, tools, and resources.
The NSW Department of Education has rolled out a number of on demand diagnostic and formative
assessment tools aligned to NSW syllabus outcomes and the National Literacy and Numeracy Learning

Progressions. These include:

* check-in assessments for reading and numeracy in Years 3-9

* literacy and numeracy short assessments

* a phonological awareness diagnostic

* an on-demand phonics diagnostic assessment

* the mandatory Year 1 phonics screening check

* anew numeracy assessment called the Interview for Student Reasoning

* Best Start Kindergarten and Best Start Year 7.

These assessment tools provide teachers with information about students’ learning needs to inform
targeted teaching. Additionally, tools such as ‘data walls’ are simple and effective ways for teachers to
generate and use assessment data in their teaching.

But the toughest issue for teachers is

not about information and resources. It is
that the current education system does
not support or incentivise teachers and
schools to embed best practice.

This requires making classroom teachers,
school leaders, and government
accountable for adopting practices that
improve teaching quality. It also requires
supporting teachers with the meaningful
feedback they need to improve. In Section
2.4 below, we outline how reforms to the
teacher Performance and Development
Framework can support this.

FOCUS SCHOOL LEADERS ON
TEACHING QUALITY

Teachers are not the only actors who
contribute to teaching quality. So
accountability for improving should
not rest solely on their shoulders.
Principals have the second largest
in-school impact on student outcomes,
after classroom teaching. Studies
indicate highly effective principals

can make a considerable difference

to student outcomes. They can raise
the achievement of a typical student
by between two and seven months of
lear