James Cook University submission to the Senate Enquiry into the capacity of public universities to meet Australia’s higher education needs.

1.0 Introduction

Broadly speaking, and as might be expected since we were party to its preparation, we endorse the submission of the Australian Vice Chancellors’ Committee, although from our particular perspective we wish to make one or two additions or modifications.

1.1 The key take-home message

Overwhelmingly our primary and urgent message to the Enquiry would be an endorsement of what the AVCC described under point 1 of its submission as “the major issue for universities”: the need to reinvest in teaching. We are also rather despondently aware of the unpalatability, from a political viewpoint, of that message.

We can in principle teach cheaper and cheaper, of course. And the nation will get what it pays for.

2.0 Terms of Reference (a) the adequacy of funding arrangements… and (b) the effect of increasing reliance on private funding…

2.1 The costs of quality exceed our income

It is quite simply that the reductions in government funding to universities that began in 1996 has not been sufficiently offset by HECS income to cope with the increase in their costs. Costs have dramatically outstripped income for a number of reasons.  Important among these are: increases in student numbers (demand); the marked drift in demand towards higher-cost disciplines, the increase in unavoidable basic costs - for example library costs for text books and monographs, and most notably for academic journals - the increase in teaching effort mandated by the wider range of abilities now represented in their intakes; the increased number of students with disabilities attending universities and the expectation that major resources will be available to assist such students; the increased expectation of an application of costly technology to enhance the quality of the learning environment; and salary increases for all staff.

Each of these cost increases adds to the difficulty of providing the quality and diversity of teaching and research, which we aim to achieve.  A university such as James Cook has an obligation to the region to offer a reasonably diverse curriculum despite the fact that this means working at the borders of cost-effectiveness (and sometimes beyond them).  This has now reached breaking point, with considerations having to be given to further rationalisation.  While this may be easy in a large metropolitan area, where the full range of offerings can be covered among several institutions, it means that students from major regional areas will miss out on even more study opportunities than at present.

2.1.1 The impacts of current funding on Teaching

The truth is that the imperative over the past few years has been for universities to do very much more for very much less. One of the key measures is the student-staff ratio, which has grown considerably. Every academic has to do much more for many more students. Remarkably, not only did the staff of universities meet the demand, they have managed to sustain it, with admirably little diminution in the quality of the learning environment, for three or four years. Unremarkably, it is becoming obvious that they cannot continue to do so. Their professional determination to maintain standards has been at considerable personal cost. Many academics are working extremely long, unsustainably long hours.  Some of our best and most active researchers are having to teach thirty percent more than expected for an average staff member.

Not only do universities need to be able to employ more academics in order to sustain present levels of service, they currently face the prospect of being unable to retain even their current staff, as people leave Australia for much higher paid jobs overseas, or leave the profession for more highly paid - or just less pressured - sectors of the economy. The much-needed goal of attracting increasingly better-qualified staff is just a distant dream.

Earlier beliefs that developments in teaching technologies would reduce the demand for academics are now acknowledged to be ill-founded.  New technologies can deliver better learning outcomes, but are very expensive and time-consuming to develop and service at the level that is now expected.  Despite a number of parcels of funds which have been provided by the Government to address this issue, the impact of the costs of new technology, and the need for high bandwidth access to the internet, are significantly hampering the progress of regional institutions such as JCU which are not currently serviced at an appropriate level. Even if the bandwidth were currently available, the exorbitant costs are a major deterrent.

Under the Government’s new package, “Backing Australia’s Ability”, a significant number of new university places will be available specifically for students of the enabling sciences and information technology.  This initiative is welcomed.  We strongly believe that these should be distributed to universities in a way that strategically improves the cohort of such graduates around the country, including regional areas, and does not confine them to the major metropolitan areas.

We are implacably opposed to the suggestion that these places should be distributed under a “voucher” type approach.

2.1.2 Impacts on research (and thereby on teaching).

A further deferred cost of great magnitude is that for many staff either research activity itself, or the preparation of research proposals for future activity, are now luxuries which their time budgets simply cannot afford. As mentioned above, our best researchers are finding their teaching responsibilities now eat dramatically into their normal research time.  The consequences of this can hardly be overstated. 

In most universities research activity is a key component in applications for promotion. For most staff, at least in universities like JCU, keeping at the leading research edge of some aspect of their discipline is essential to their morale and their professional self-image.  Research activity is the underpinning of a pervasive learning environment; essential in shaping the values and mental habits of students in whom we aim to instill the habits of lifelong learning.  Being present at and being part of the knowledge creation process, is invaluable in instilling in students the confidence they require to become innovative and creative contributors to society and the economy.  The best teachers are those who understand from daily first-hand experience the knowledge-creation process; such teachers are uniquely able to pass on the attitudes, the mental tools and the capacity for critical evaluation of data.  Finally, it is the creation of new knowledge that provides society with constant intellectual renewal, and that provides the economy with the constant supply of innovation that is a prerequisite for survival in the knowledge age.  All of these benefits are diminished when research activity in a university declines.  As a nation we will become an importer, not a creator, of knowledge.  We shall continue to excel at the take-up of new technology, but not as a generator of value.

Nevertheless, we welcome the above mentioned “Backing Australia’s Ability” package introduced by the Government, as a significant approach to reinvigorating research in the universities.  Its investment in Major National Research Facilities, CRC funding expansion, world class centres of excellence, and extra funding for university infrastructure will together provide major benefits for university research and development.

The increase in ARC Grant funding, Fellowships and SPIRT grants is also a step in the right direction which we applaud, although the full extent of the increase is not actually new money, as it includes funding previously allocated to the ANU Institute of Advanced Studies, for which that institution must now bid.

2.1.3 The impact upon infrastructure

Whilst I was Executive Dean of Science at the University of Western Australia we conducted an audit of the Faculty’s equipment infrastructure, and on a simple straight-line amortisation model over the estimated useful life of the apparatus, we calculated the amount of money we should be investing annually just to preserve the existing level of infrastructure.  The sum exceeded the total annual income of the faculty from all sources.  And this was in one of Australia’s richer universities.  It is hard to escape the sense that Australia’s universities are living on borrowed time and fighting imminent decay.

The adequacy of campus infrastructure and resources [TOR (b) iii] is becoming increasingly dependent on private external funding, through local and international fee-paying students, and through the necessary development of industry ties.  However, there is at least one area that is in dire straits.  This is the area of library infrastructure.  Library costs, even with the changeover to electronic access have continued to spiral out of the reach of institutions.  The decreasing value of the dollar has greatly exacerbated the situation for library purchases as well as for equipment, and has also led to increased difficulty in attracting high quality staff back to Australia.  It is particularly pertinent to regional universities.  While capital city institutions can collaborate in library holdings as the distances are not so significant, regional universities have to be self-sufficient in short term access to such resources.  If regional universities are to continue to play a significant role in relevant research then the Government should make sure that there are funds available for library resources.

It is clear that privatisation and marketisation can have a profound and adverse effect on institutions whose infrastructure has been built over the last generation rather than over five generations.  The social, cultural and economic role of the regional universities is impeded because of obvious historical factors, but especially those that lock them out of contact with the geographical centres of influence, the head offices of the major corporations and indeed of government.
2.2 The stark fact

The position is that universities need increased income merely to sustain the level of quality in teaching and research that they are currently delivering. A fortiori, to improve to the level necessary to maintain position in an increasingly competitive world will require considerably increased funding.  We are all aware how politically unpalatable this message is, but it is unavoidable.  It has been recognised by governments in Canada, UK, and USA, and is a major priority for Australia.  The major change in mind-set that is needed has previously been identified, and it is that the funding of higher education should be viewed not as expenditure but as essential investment.

2.3 Income sources

There are four sources of university income. They are: domestic student fees; overseas student fees; and sale of services; and government subvention.

2.3.1 Domestic student fees and a hybrid model of funding

In the international context HECS fees paid by Australian students are already on the high side. Moves that would produce across the board increases in HECS charges should be strongly resisted.  In regional areas of Australia, where arguably higher education has a greater potential social and economic impact than in the metropolitan areas, participation rates are already low and are most likely to be price sensitive. Furthermore, the system of allocating HECS places and funding to individual institutions should be used to ensure that young institutions, which are playing a significant role in the development of intellectual capital in their regions, are not disadvantaged by the predatory nature of some of the larger metropolitan institutions which are pressing for a voucher system.

Taking into account the scale of the Australian economy, the relative youth of the nation, and the early state of family traditions of university attendance, the option for some universities to set and charge their own level of fees is not a universal panacea. The AVCC has proposed a “distributive model built on the principles of choice and diversity”, one element of which might be to “Allow universities to access additional income through fee paying student places, supported by access to income contingent loans.”  Certainly, a completely open market in fee paying undergraduates (without the 25% cap) supported by loans would run the risk that some metropolitan universities would strip the regional institutions bare.  

On the other hand, a hybrid system might offer some advantages. In a hybrid system, universities whose circumstances permit them to do so might be permitted to set and charge fees for a certain number of places.  However, in order to minimise the impact on other institutions, the Commonwealth would withdraw its funding support from that institution for that number of places, and distribute the places and/or the attached funding to universities whose circumstances (social, economic, historical, geographical...) would not support the charging of fees. 

In order to attain high output standards while maintaining equity of access, some universities, especially some regional universities, need to teach more intensively than others. This needs to be recognised in whatever distributional model is adopted.

2.3.2 Overseas student fees

Most, if not all universities in Australia are growing their overseas student markets as fast as possible, because this is the only realistic source of extra income that the universities can drive by their own efforts.  James Cook University came to this market late, and is a small player on the scale of things.  But we are growing our export market at the rate of 30% per annum, and the total fee income from that source is equivalent to about 10% of our annual salary bill.  It is hard to see how we could manage without it.  It is an essential underpinning of the educational services we provide.  Without that underpinning we would be markedly restricted in the educational opportunities that we would be able to offer to Australian students.  However this is primarily a matter of scale economies rather than profit because there is only a very limited extent to which these students may be taught at marginal cost. 

I refer in passing to this matter only because of recent press stories, and would not normally consider it necessary to remark on it at all.  Despite the importance of the fee income to us, there is no question of our ever marking softly in order to avoid upsetting the customers.  We are keenly aware that the only thing we have to sell is quality and our reputation for quality and are not so stupid as to risk our future standing for short-term gains.

2.3.3 Sale of Services

Most universities carry out some quantity of paid contract work for external agencies.  The increasingly competitive commercial environment has meant that profit margins are small and consequently this kind of consultancy absorbs a great deal of academics’ time for little return, and if the work is merely routine, can distract universities from their main game. 

2.3.4 Government subventions

We are forced to the conclusion that however politically unpalatable it may be, the only way for Australia to sustain and enhance the quality of its universities is to provide a higher level of investment in their activities. 

It is possible that some element of the hybrid model suggested in 2.3.1 might reduce the total scale of government funding required, permit some universities to develop elite status by exploiting the demand for their services, and redistribute funding to areas where the government subvention will be of greatest benefit. 

3.0 Term of Reference (d) the equality of opportunity to participate in higher education.

3.1 Indigenous Students

The Government has supported indigenous students in a variety of ways, including the provision of Support funding, ATAS funding, and support for employment schemes within universities.  These have all been very welcome, and have made an enormous difference to what institutions have been able to do for their indigenous staff and students.

We find that a recent move to use outputs at the course level in the funding model, rather than outputs at the subject level is likely to be very disadvantageous to many of our students.  In fact it disadvantages the most disadvantaged.  The large number of traditionally oriented indigenous people in our region would be better served by enrolment measures, and at the very least by completion measured at the subject level.  By virtue of their economic and family circumstances, many of these are likely to pursue individual subjects successfully, but have a history of dropping out of courses for a number of years, to return later.  It is these disadvantaged students who will be further disadvantaged by the change to the support funding regime.

3.2 Students with disabilities

Recent changes in legislation and attitudes have seen a growth in the number of students with disabilities attending tertiary institutions.  Furthermore, they are demanding and getting extensive support in a wide variety of ways from the institutions they attend without any significant recognition of the extra costs in government funding.  The costs of providing the extra support to many of these students (sight and hearing impaired, for example) may cost up to twice the funding provided for teaching.  The better an institution is at providing support in this way, the more such students are encouraged to attend the institution, thus reducing the funds available to be spent on the normal teaching and research function.  We would propose that separate support funding should be provided based on the actual costs for providing education for these students.

4.0 Term of reference (e) the factors affecting the ability of Australian public…

4.1 Staff

Universities are having increasing difficulty in attracting and retaining excellent staff in a number of distinct areas.  These include accountancy, pharmacy and information technology.  The ability for high quality staff in these areas to obtain much higher paying positions in industry or practice within Australia, let alone in the global marketplace, is extremely disturbing for institutions.  We have gone to advertisement several times for an accountancy Professor, and it is common knowledge that other universities have had the same problem.  While it is possible for salary loadings to be introduced in such areas, the circumstances of each institution are very different.  Rural and regional institutions are again at a disadvantage in attracting excellent staff away from the commercial and financial centres with which such staff must necessarily interact.  The very stringent financial situation, which many regional and smaller institutions are facing, restricts the flexibility they have to offer the necessary incentives.

4.2 The intellectual culture of universities

In the current climate, where a large percentage of students are simultaneously working and studying, the intellectual culture of the university has become much less accessible to them because of their increasing work commitments.  While AC Nielsen bewails the lack of business discourse among graduates, we find that their participation in the business world interferes with their studies.  This tells us something about the failure of business to provide decent learning experiences for casual and part time staff rather than about the university curriculum.  University curricula have changed significantly to meet the emerging vocation based ideology, but the extra-curricular experience necessary to develop well-rounded citizens is now denied our students.  They need better financial support to free them of the tyrannical intellectual desert of casual employment.

5.0 Term of reference (h) the nature and sufficiency of independent advice to government.

5.1 Independent advice

We heartily support the need for independent advice to be available to government on higher education matters.  Not to have a body charged with providing such independent advice is a disaster. Whether the NBEET model, or one of the earlier models (such as CTEC) is preferable is moot.  The need to establish a strong independent body for the provision of advice is of the highest priority.

Professor Bernard Moulden

Vice-Chancellor and President

James Cook University
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