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EXECUTIVE SUMMARY

Purpose

The purpose of this project is to carry out a strategic level analysis of the higher education sector in South Australia, including the opportunities and threats likely to arise over the next five years and the potential contribution of the sector. The terms of reference also call for an exploration of how alliances between higher education institutions, the State Government and business might strengthen innovation in South Australia, and for identification of suggested strategies for SABV 2010 to help advance Adelaide’s recognition as an “Education City”.

Opportunities and Threats

The overwhelming majority of higher education in South Australia is provided by the three public universities, Adelaide University (Adelaide), the Flinders University of South Australia (Flinders), and the University of South Australia (UniSA). This report focuses mainly on these three universities but it is important to note that the higher education sector does extend beyond them.

Like all of the other public universities other than The Australian National University, Adelaide, Flinders and UniSA are established by State Government Acts. However very nearly all of the public funding for the universities comes from the Commonwealth Government. As a consequence there is a more direct and substantial relationship in many ways between the universities and the Commonwealth than there is between the universities and the State. Across the three universities:

· The State Government makes a very small contribution – only 1.5%;

· Commonwealth operating grants are by far the largest single source of income (49.9%). Operating grants plus student payments through the Higher Education Contribution Scheme account for more than two thirds of revenue (67.4%);

· Overseas student fees are the next largest single source of income (6.9%); and

· Like most Australian universities (but unlike those in the US), the South Australian universities derive little income from donations and bequests (0.6%).

All Australian universities are operating in a rapidly changing environment characterised by the impacts, both positive and negative, of the global shift toward a ‘knowledge-based’ economy. At the same time new information and communications technologies are transforming the way in which education is conducted and financed. These factors introduce new opportunities and open up new markets, but also bring more intense competition and new cost pressures. Universities around the world are increasingly looking to form alliances of various sorts to respond to these changes.

In Australia, despite very substantial funding increases until the mid-90s, university resources have been under increasing pressure for some time as student numbers have outstripped Commonwealth funding. Base operating grant (excluding earmarked programs) per equivalent full time student unit has fallen steadily since the early 1980s. In 1999 it was 17.9% lower than in 1983.

This pressure increased markedly in 1995 when the Commonwealth ended the long-standing practice of adjusting operating grants to cover the impact of agreed salary movements. Given the high proportion of university budgets consumed by salaries and related costs (61% on average across the system) this development has substantially reduced 'discretionary' funds within universities for all purposes. This policy will represent a growing resource pressure into the future. It has also increased industrial relations tensions. Universities are adjusting and are increasing their income from non-government sources, but face unavoidable speed limits on change because of continuing obligations to students in existing programs and difficulties in shifting staff profile.

While base operating funding remains under pressure, there is now a growing recognition among policy makers of the significance of research and innovation as drivers of economic success in the global knowledge-based economy. It therefore seems likely that research and innovation, rather than teaching, will be the main source of expansion in publicly funded university activity, at least for the next few years.

Within South Australia, three factors have particular significance for the environment for higher education:

· The State’s economy is relatively small, has experienced limited growth, and has a high proportion of small and medium-sized enterprises.

· South Australia already has the lowest unmet demand for higher education and numbers in the prime age cohorts for university enrolment are falling. Between 1999 and 2021, numbers of 15-19 year olds, 20-24 year olds and 25-29 year olds will all fall, by 14.9%, 7.5% and 10.3% respectively, leading to a combined reduction of 33,500 in the 15-29 year old population. Nationally there will be slight growth in these groups over the same period.

· The location and scale of South Australia and Adelaide can act as negative factors for some potential staff and students attracted to the larger cities of the east coast – although these same factors may act as positive factors for others.

South Australia has slightly less than its 8% population share on most of the key indicators of scale in higher education. The notable exception is research where the State rates significantly above that level. The higher education sector in the State is growing, but is losing share of domestic and international students. It is gaining share of research activity. Only UniSA increased its share of international fee-paying students in the five years to 1999, but most of its recent growth has been off-shore.

Relative to similar universities elsewhere in the country, Adelaide and Flinders rank highly for prestige and graduate outcomes and UniSA for industry research links. All three are below the average for their groups in their proportions of overseas students.

All three are also below average in their financial ‘safety margins’: the ratio of operating surplus to total operating revenue (before abnormal items). These figures must be interpreted carefully but it is significant that all three institutions show a sharp fall in their financial safety margins over the last three years. Operating surpluses have declined from between four and eight percent of revenue to around 1% or less.

It is important to note that all three universities have substantial reserves and so have the capacity to operate viably with very low safety margins or even negative margins for limited periods.

Declining safety margins are a feature of universities nationally. The sector average safety margin has fallen from 6.5% in 1997 to 3.3% in 1999. The extent of the fall in South Australia may reflect the greater impact of the cuts to operating grants in this State. It may also reflect the impact of redundancy costs as the universities shed staff in order to improve their operating results in future years. This is obviously a critical period for the universities. In the absence of change to Commonwealth funding levels, unless the universities can reduce costs and/or increase revenue they may be heading into negative territory which cannot be sustained over the long term.

There is no easy way to assess the standing of the three universities in international terms. Asiaweek magazine conducts a regular analysis of selected universities in Asia and Australasia, which while open to criticism of its methodology is nonetheless important in terms of perceptions. Flinders does not participate in the Asiaweek analysis. In the 2000 report, Adelaide was ranked 26th out of 77 multi-disciplinary universities and UniSA was ranked 38th out of 39 science and technology universities. Further detail is provided in section 2.4.

In summary, the headline areas of opportunity for the higher education sector in South Australia are:

· Expansion of fee-paying overseas student numbers;

· Expansion of ‘life-long’ learning, reaching larger numbers of adults in the workforce;

· Growth in research and innovation and integration with the State’s industry strategy.

Headline areas of threat are:

· Competition in international and national markets;

· Demography; and

· Resource pressures.

Contribution of the Higher Education Sector

Using an approach developed at Curtin University, we estimate that the total direct and indirect economic impact of the South Australian universities in 1999 was $1,738 million. If human capital effects are excluded, the total is $1,022 million. Estimated export income from higher education in 1999 was $113 million.

Direct expenditure by the universities equals 1.74% of Gross State Product. Export income was the equivalent of 71% of the value of meat exports and 63% of wool exports from the State. The higher education sector therefore stands as a substantial industry in its own right.

Potential areas of enhanced contribution to the State include:

· Supporting other industry sectors that offer real potential competitive advantage, such as wine, biotechnology, water, aquaculture and defence industries.

· Expanding the higher education industry itself. For example, if the State’s share of international fee-paying student numbers across all sectors reached its population share, the export value of the higher education industry would be around $90 million higher. Continued trend growth in research would increase income in the order of $350 million over five years.

· Developing enterprises through spin off companies and by encouraging students and graduates to establish their own enterprises.

· Enhancing the State’s physical and social infrastructure through collaboration with other agencies and enterprises.

· Extending the role of higher education in regional South Australia through partnerships with government, industry and regional communities.

Role of State Governments

While the Commonwealth Government remains the principal source of funds for higher education institutions, State governments around the country are becoming more significant players in the industry.

In part this development reflects growing policy support for State government investment in research and innovation in order to develop new industries and gain competitive advantage in the knowledge-based economy. Queensland and Victoria have been particularly active in this area in recent years. One of the direct consequences of a State government’s investment in higher education research is to draw additional Commonwealth funding into the State (and, therefore, away from other States). Further details are provided in Chapter 4.

More generally the role of State Governments in relation to higher education is likely to strengthen as a result of:

· The new tax system which will eventually deliver a growth tax to the States; and

· Increasing Commonwealth de-regulation and growing private provision of higher education which will increase the statutory responsibilities of States.

Strengthening the Higher Education Industry’s Contribution to the State

As noted above universities around the world are looking to various forms of alliances to respond to the opportunities and threats confronting them. In South Australia there are extensive alliances between the three universities, most notably in relation to research, but the issue of more substantial institutional restructuring has been raised.

Possible factors in favour of the case for substantial restructuring, including amalgamation, include:

· Enhanced standing and recognition;

· Educational benefits for staff and students;

· Economies of scale and economies from rationalisation; and

· Synergies in teaching, research and commercial activities.

Possible factors against restructuring include:

· Transitional costs;

· Cultural differences between institutions;

· Loss of ‘brand’;

· Loss of competition and diversity; and

· Dis-economies of scale.

These arguments are examined in Chapter 5.

Our assessment is that there is a case for institutional restructuring in South Australia, but that it is not a completely overwhelming one. Given the legitimate counter arguments, the entrenched cultural barriers to such a merger, and the political constraints, we would not recommend that the Board of SABV 2010 pursue amalgamation as an immediate priority or establish a fixed position on the issue without more detailed consideration of all of the relevant factors. In our view, it is likely that more positive outcomes for the universities and the State can be achieved faster and with less angst through other initiatives.

Key options for other forms of alliances include:

· Alliances outside of the State;

· Centres of excellence;

· Commercial collaborations;

· Further alliances in research and innovation;

· Administrative sharing and rationalisation.

Some specific proposals are explored in section 5.2.

To provide greater impetus and coherence to such initiatives we believe that a higher education industry development framework should be established to identify priority issues and inform strategic decision making at the level of the institutions, the State Government, and, possibly, the Commonwealth Government. We would also argue that the framework should be supported with additional strategic investment and incentive mechanisms at the State level.

Noting the headline areas of threat and opportunity identified above, we suggest that the framework could include 12 elements as outlined below.

An alternative to articulating an industry development framework in this way would be to pursue each of these 12 elements separately.

1. Identification of a limited set of priority industry sectors to be key areas of focus for higher education’s contribution to industry development in the State over the framework period.

2. Identification of any key priorities for higher education in relation to the State’s workforce needs.

3. Priority on increasing the numbers of fee-paying overseas students enrolling in South Australian higher education.

4. Increased priority on lifelong learning and interstate student recruitment.

5. Measures to build on the research strengths of the three universities to secure further opportunities in research and innovation and to enhance research commercialisation in the State.

6. An explicit position on university mergers for the duration of the framework period.

7. Identification of distinctive ‘flagship’ areas for each university.

8. Commitment to collaborative approaches and rationalisation.

9. Exploration of opportunities for commercial collaboration that strengthen the higher education industry as a whole.

10. Higher priority on enterprise creation.

11. Extension of the higher education industry in regional South Australia.

12. Identification of priority issues to be taken up with Government.

There is a clear case for a stronger and more strategic role for the State Government in the development of the higher education industry. This does not imply that there is a need to establish a large bureaucracy or to create a mechanism such as a State Higher Education Council. Rather, it implies a shift in orientation to view higher education as an important industry sector in the State, and a preparedness to support development of the industry with appropriate policies and targeted investment.

In relation to investment we suggest an approach which focuses on providing incentives and catalysts in areas of high priority for the State, rather than entering into recurrent or long term funding obligations. Financial incentives could be structured in a way that is tightly targeted on the areas of highest priority that are likely to yield the highest returns to the State. These priorities would be informed by the proposed higher education industry development framework, which we suggest should be developed with direct State Government involvement.

Strategies for SABV 2010

Higher education is an industry that should lie at the heart of South Australia’s aspirations for the future. It has been assumed – even in parts of the universities themselves – that high quality, stable or growing higher education institutions will continue to form part of the State’s social, physical and intellectual infrastructure indefinitely. But that can no longer be taken for granted.

The South Australian universities are very exposed to a range of serious threats and pressures. At worst there is a risk of a negative spiral in which their capacity to innovate is reduced, adversely affecting competitiveness and revenue and hence future competitiveness.

At the same time there are real opportunities for the higher education industry to strengthen its position of leadership in research, to reinforce and extend its base of student demand, and to fuel the growth of other knowledge-based industries.

Both the opportunities and the threats are immediate. Decisions taken or avoided now and in the immediate future will determine how the opportunities will balance out against the threats in their impact on the higher education industry and its long term contribution to the State.

One of the most important strategies for SABV 2010 therefore should be to inject a sense of urgency into the discussion of the future of the higher education industry in the State.

It is clearly beyond the scope of SABV 2010 itself to address the diverse range of issues raised by the terms of reference. The report therefore identifies a limited number of strategies and initiatives that are within the reach of SABV 2010 and which are consistent with the scope of its expertise.

A point that is worth emphasising is that perhaps the greatest continuing contribution that SABV 2010 can make to Adelaide’s recognition as an ‘Education City’ comes through the sum of its various activities to invigorate the State’s economy. A strong and forward-looking business community is a key factor in building a strong higher education industry.

The specific recommendations to the Board are:

Recommendation 1: That SABV 2010:

· circulate this report (or its executive summary) to relevant individuals and organisations;

· convene a stakeholders’ forum or conference at which the issues and proposals can be discussed and further steps can be identified; and

· continue to monitor and play an active role where appropriate in subsequent developments.

Recommendation 2: That SABV 2010:

· participate wherever relevant in any processes contributing to a higher education industry development framework for the State; and

· in particular work with the higher education institutions and the State Government to identify a set of priority industry sectors to be key areas of focus for higher education’s contribution to industry development in the State over the next five years.

Recommendation 3: That SABV 2010:

· convene a series of sector-specific forums to bring together academics and business people working in the same field, to share information on developments in research, teaching and business issues; and

· promote stronger involvement of universities in industry cluster developments.

Recommendation 4: That SABV 2010:

· work with the universities to develop the concept of a ‘shop front’ for initial business contact with the three universities.

Recommendation 5: That SABV 2010:

· develop and test a proposal for a ‘Knowledge-based Enterprise Competition’ along the lines outlined in Chapter 6;

· review the range of related activities and consolidate, extend or vary them as appropriate; and

· support the extension or establishment of science, technology and enterprise precincts and business incubators wherever viable.

Recommendation 6: That SABV 2010:

· promote South Australia’s research and innovation capabilities and highlight individual success stories through appropriate mechanisms, including the Business Ambassadors Network; and

· initiate discussions with the universities and relevant research agencies in the State about the value of

1. a collaborative approach to generic promotion of South Australia’s research and innovation capabilities, perhaps along the lines of an ‘Innovation Adelaide’ mechanism paralleling Education Adelaide; and

2. a regular conference on research successes in South Australia, possibly linked to the Festival of Ideas.

Conclusion

It would be overly simplistic and cliched to say that higher education in South Australia is at a cross road. A more accurate image is of a balance between threats and opportunities, not a choice between them. The balance will be influenced by a wide range of factors and a large number of decisions taken by a diverse range of groups. Some of the most influential decisions will be taken outside of South Australia as other States determine their own strategies for higher education, as the Commonwealth Government shifts its policy and funding approaches, as major enterprises decide on the extent and nature of their presence in South Australia, and as higher education providers internationally compete for students and revenue.

But the balance can also be altered by decisions taken within the State. The terms of reference for this review look toward “an environment within which Government, universities, business and the community work together to advance Adelaide’s recognition as an ‘Education City’”. The important precondition for such an environment is a widely shared understanding of the significance of the higher education industry for the State. SABV 2010 can promote this understanding. It can also take some specific measures that will make a difference in adding to the positive side of the balance. And it can seek to inject a sense of reasoned urgency into the discussion of the future of the higher education industry in the State.

_________________________________

1 STRATEGIC REVIEW OF THE SOUTH AUSTRALIAN HIGHER EDUCATION SECTOR

1.1 INTRODUCTION AND PURPOSE

The purpose of this project is specified in the terms of reference as follows:

To carry out a strategic level analysis of the higher education sector in South Australia, including:

· Identification of the opportunities and threats likely to arise for Australian higher education over the next five years that will impact on the South Australian higher education sector's ability to survive and thrive both nationally and internationally.

· Exploration of the potential contribution of the higher education sector in South Australia to the future economic and social well-being of the State.

· Analysis of recent and likely future developments in the role of State Governments in relation to the Australian higher education sector.

· Exploration of how alliances between institutions, the State Government and business might strengthen innovation in South Australia, including an analysis of the implications of changes to Commonwealth support for research and innovation for universities, business and Government in the State.

· Identification of suggested strategies by which SABV 2010 can help to create an environment within which Government, universities, business and the community work together to advance Adelaide's recognition as an 'Education City'.

The five main chapters of this report respond to each of these terms of reference.

While several different parties have an interest in this project, this report is written specifically as advice to the Board of South Australian Business Vision (SABV) 2010 and, in line with the terms of reference, recommendations are directed only to SABV 2010.

1.2 APPROACH TO THE PROJECT

The analytical sections of this report in Chapters one to three are based on data from a wide range of well-established national and international sources, including:

· Department of Education, Training and Youth Affairs (DETYA) statistics (published and unpublished) in relation to university finances, students, staff and research, plus a range of relevant DETYA reports;

· Australian Bureau of Statistics publications;

· University annual reports, handbooks and publications;

· Good University Guide reports;

· Asia Week magazine surveys;

· Graduate Careers Council of Australia surveys;

· State Government budget documentation and other relevant State Government reports.

In addition, information was drawn from a number of specific sources, including the web sites of higher education institutions, reports of relevant projects and programs in Australia and in other countries, and so on. The strategic sections of this report, especially in Chapters four and five, are informed by the analysis of the data and by a wide range of consultations with individuals from higher education institutions, business, and government. Between 31 January and 30 March 2001, more than forty people were consulted, either in face to face meetings or teleconferences. A full list of consultations is provided in Appendix 1.

_______________________________

2 Opportunities and threats for higher education in South Australia over the next five years

2.1 The environment for higher education

2.1.1 The higher education system in Australia

In Australia ‘higher education’ is usually defined to include programs at bachelor degree level and above. Higher education institutions are those offering programs at these levels, in distinction to vocational education and training (VET) institutions that offer post-school programs up to advanced diploma. The definitions are not perfectly neat, because many higher education institutions also offer programs at diploma and advanced diploma level and some VET sector providers offer degree programs in specific areas. Higher education and VET institutions together comprise the tertiary education system.

There are both ‘public’ and ‘private’ higher education providers in all states, including South Australia. ‘Public’ higher education institutions are those receiving public funding for general operating purposes. The overwhelming majority of higher education in South Australia is provided by the three public universities, Adelaide University (Adelaide), the Flinders University of South Australia (Flinders), and the University of South Australia (UniSA). This report focuses mainly on these three universities but it is important to note that the higher education sector does extend beyond them.

Non-university Providers of Higher Education in South Australia

There are 17 non-university providers of higher education registered in the State. Accredited courses include 27 bachelor degrees, 15 graduate certificates, 16 graduate diplomas, 16 masters, and 6 PhDs or professional doctorates. In addition, TAFE SA offers 11 bachelor degrees and two graduate certificates. Details are available at

http://www.tafe.sa.edu.au/vet_div/trb/cptrb_higherEd.htm
Like all of the other public universities other than The Australian National University, Adelaide, Flinders and UniSA are established by State Government Acts (in 1874, 1966 and 1991 respectively) and are therefore, in legislative terms, State entities. However very nearly all of the public funding for the universities comes from the Commonwealth Government. As a consequence there is a more direct and substantial relationship in many ways between the universities and the Commonwealth than there is between the universities and the State.

2.1.2 The local, regional, national and international roles of universities

While the terms of reference for this report focus on the contribution of the higher education sector to the State, it must be recognised that all three universities consider their roles to extend nationally and internationally. This reflects the reality that the generation and transmission of knowledge is an international activity unconstrained by geographic borders. Research alliances are formed between compatible research activities regardless of location, not simply between the physically closest institutions. Increasingly, Australian higher education institutions are teaching students from around the world, both in Australia and in their home countries.

Pragmatically, much of the funding for the South Australian universities comes from sources outside of the State, so it is inevitable that their gaze should reach well beyond the State borders.

This does not mean that the universities overlook their State, regional and local roles. Indeed all three emphasise these roles in their statements of mission and strategic objectives. It does mean however that they have legitimate and important roles that go beyond the State and that these roles need to be considered in assessing the universities’ overall position and performance.

2.1.3 The system of funding for universities

Commonwealth funding for universities is provided through a range of programs that can be divided into two broad categories:

· funding for operating purposes, and

· funding for research.

Funding for operating purposes

Most funds for operating purposes are allocated as a block ‘operating grant’ related to the number and types of Australian students enrolled at each university. An annual enrolment target for each university is set in advance by the Commonwealth Department of Education, Training and Youth Affairs (DETYA). The full amount of operating grant is payable if this target is met and if the university complies with certain other conditions, including a prohibition on charging fees to Australian undergraduate students (except in very constrained circumstances). This means that the largest single component of university income is determined by the Commonwealth Government. It is not determined, for example, by student demand – although demand for places does influence the Commonwealth’s decisions on the distribution of funding between States and universities.

This system of funding also means that individual universities are not free to increase or decrease their fully funded undergraduate student numbers without the agreement of the Commonwealth. They may enrol undergraduates above the target level but will receive funding only at a marginal level (about a quarter of the average rate). Failure to meet the target may lead to a cut in operating grants.

Universities have greater freedom to vary the mix of disciplines that they teach, but must do so within the existing funding envelope – if they choose to teach more students in the more expensive disciplines they must bear the additional costs. The Commonwealth does retain a mechanism to regulate the discipline mix offered by each university, but it is rarely used in practice.

Funding for research

Public funding for research is principally allocated through competitive, application-based programs and through formulae that reflect success in the competitive programs. The largest single sources of application-based funds are the Australian Research Council (ARC) and the National Health and Medical Research Council (NHMRC), but there are many others. From 2002 funding for universities to enrol higher degree research students (PhD and Masters by research) will also be allocated through a competitive formula.

Student contributions

Almost all students in Australian universities contribute directly to the cost of their courses. In the case of most Australian undergraduate students, the charge is set by the Commonwealth and is the same at all public universities. There are three levels of charge under the Higher Education Contribution Scheme (HECS): $3,521 per full time year in arts, humanities and social science; $5,015 in science and engineering; and $5,870 in law, medicine, dentistry and veterinary science. This is effectively a charge paid to the Commonwealth, not to the university. Universities may not charge fees on top of the HECS charge.

Universities may set and collect their own fees for postgraduate students and international students. Under tightly defined circumstances they may also charge their own fees directly to Australian undergraduate students above their target enrolment level, but there are relatively few such students. In 1999 there were only 47 equivalent full-time students in this category at Adelaide University and none at Flinders or UniSA.

Table 1.1 shows the proportion of operating revenue derived from different sources for each of the South Australian universities. It shows that:

· The State Government makes a very small contribution – only 1.5% across the three universities;

· Operating grants as set by DETYA are by far the largest single source of income (49.9%). Operating grants plus HECS account for more than two thirds of revenue (67.4%);

· Overseas student fees are the next largest single source of income (6.9%); and

· Like most Australian universities (but unlike those in the US), the South Australian universities derive little income from donations and bequests (0.6%).

The shares of revenue are illustrated in figure 1.1.

Table 1.1: Shares of operating revenue by source, 1999

Source of Revenue
Adelaide%
Flinders%
UniSA%
Total SA%

State Government grants
2.2
1.2
1.0
1.5

Commonwealth grants 
47.3
56.5
49.0
49.9

HECS
11.9
19.8
22.8
17.5

Other research grants and contracts
2.3
2.5
3.4
2.8

Overseas student fees
7.0
5.0
7.9
6.9

All other fees and charges
5.6
7.0
7.4
6.5

Investments
3.1
1.4
0.8
1.9

Donations and bequests
0.5
1.0
0.6
0.6

Scholarships and prizes
0.2
0.4
0.3
0.3

Deferred income – govt contributions for superannuation
0.8
1.0
6.1
2.8

All other sources
19.0
4.2
0.6
9.3

Source: Universities Financial Statements 1999, Consolidated
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2.1.4 Key factors affecting all Australian universities

The knowledge-based global economy

In Australia, as in all developed countries, there is an irreversible movement away from employment with a high component of physical labour toward employment with a high component of knowledge and skills. This is one expression of the global shift toward a ‘knowledge-based’ economy.

This shift has a number of profound implications for universities. For a start it is increasing the demand for higher education around the world. Within Australia it is also changing the patterns of demand. While school leaver interest in three to six year initial degree courses generally remains strong, there is also an increasing call for flexible higher education from individuals seeking to re-skill or to up-grade their qualifications. In South Australia growth in demand from these factors has been tempered by the relatively stable population and low and declining school retention rates. These factors are explored in section 2.1.5 below.

Part of the development of a global knowledge-based economy has been the increasing significance of English as the global language of commerce and the World Wide Web. This phenomenon provides Australian universities with a major source of competitive advantage over those in predominantly non-English speaking countries.

New technologies

Globalisation of commerce and education is being facilitated by new information and communications technologies. The ‘digital revolution’ is transforming the way in which education is conducted and financed. It is also challenging the traditional dominance of campus-based education. In its Strategic Audit 2000, The University of Melbourne argues that:

There is no question that new teaching and learning technologies will be used to reach global educational markets and achieve massive economies of scale. The key questions are when and how this will happen. (University of Melbourne, 2000, p3)

In this brave new world, it is likely that there will be a spectrum of higher education providers ranging from small, campus-based universities catering to local markets, through to very large, global higher education providers using modern information technologies to reach hundreds of thousands of students. Some of the largest may emerge from collaborations between established universities and major corporations in the communications, entertainment and information technology industries that can provide the capital and infrastructure to move quickly and comprehensively into the new forms of delivery and new markets on a scale that provides real economies.

For existing, campus-based universities, especially those without a comprehensive distance education capacity
, this presents a major challenge. They will be competing increasingly with new forms of higher education delivery that will include programs from institutions of international status at a lower price than traditional on-campus programs. Yet getting into the new forms of delivery on a scale necessary to be genuinely competitive involves very high up-front costs and the likelihood of high recurrent costs to keep pace with technological change. Even in their on-campus programs, students will increasingly be demanding access to the latest forms of educational technology and improved flexibility of attendance and communication. Universities that are unable or unwilling to respond to these challenges will come under increasing competitive pressures and risk losing market share to the point at which they become unviable.

It will be recognised that many of these factors are not unique to higher education and exist in other industries that operate globally. There are strong parallels, for example, with the banking industry.

Competition and collaboration

New educational and communication technologies are also contributing to increasing competitive pressures by extending the capacity of institutions and enterprises to deliver courses into the home, workplace and around the world. Not only are universities becoming more competitive between each other, they are also losing their monopoly on higher education as new types of providers enter the market place. Competition is growing from three sources:

· externally, from the increasing presence of private, industry-based and overseas higher education providers in Australia and in our overseas markets;

· within Australia, from increased contestability for government funding; and

· between universities as a consequence of the drive to secure sources of funding outside of the diminishing base operating grant.

Increasing Competition

Externally: Half of the US universities in a recent survey of 557 institutions reported offering at least one course entirely on the internet. UK universities are active in Australia, for example the University of London offers 33 programs here. Consortia of universities, like Scottish Knowledge, Universitas 21, and the Global University Alliance are forming, often in conjunction with big business, to offer higher education globally.

Increased contestability: Public funding for higher education is increasingly moving on to a contestable basis, as it has in other sectors. By 2002, all targeted research and research training funding -about $900 million - will be contestable. Funding for AUSAID scholarship positions became fully contestable this year. Dr Kemp proposed a contestable, demand-driven approach to undergraduate funding, but did not receive Cabinet support. The sector is expecting further moves in this direction.

Competition for external funding: Universities now generate about one third of their revenue from sources other than Commonwealth grants and HECS; in 1990 only a quarter of revenue came from other sources. Commonwealth grants excluding HECS have fallen in real terms since 1996 and now comprise less than half of total higher education revenue.

In the face of strong competition, Australian universities’ reputation for quality is one of their strongest competitive advantages. The Commonwealth Government, in collaboration with the States, has recently moved to establish an independent Australian Universities Quality Agency (AUQA), in part to safeguard and demonstrate this reputation for quality. A major challenge for universities seeking to increase their income from overseas fee-paying students, especially off-shore, is to expand operations without compromising quality.

One response to a more competitive environment of this sort is to seek collaborations that can provide a boost to quality, economies of scale or other forms of competitive advantage. There are numerous examples of this in the higher education industry, including:

· international consortia of universities and major commercial partners from other industries, such as the Universitas 21 network, Scottish Knowledge, and the Global University Alliance (GUA);

· national collaborative groupings such as the Australian Technology Network (ATN) and the Group of Eight (Go8) universities; and

· innumerable strategic alliances between individual universities and between individual universities and commercial partners.

In South Australia, each of the universities is involved in a wide range of strategic alliances: Adelaide University is a member of the Go8, the University of South Australia is a member of the ATN and the GUA, and Flinders is a member of the International Network of Universities.

Resource pressures

Despite very substantial funding increases until the mid-90s, university resources have been under increasing pressure for some time as student numbers have outstripped Commonwealth funding. Base operating grant (excluding earmarked programs) per equivalent full time student unit has fallen steadily since the early 1980s. In 1999 it was 17.9% lower than in 1983.

This pressure increased markedly in 1995 when the Commonwealth ended the long-standing practice of adjusting operating grants to cover the impact of agreed salary movements. Since that time, universities have carried the cost of increases in salary levels arising from enterprise bargaining, beyond any minimal 'safety net' adjustment in basic wages. Given the high proportion of university budgets consumed by salaries and related costs (61% on average across the system) this development has substantially reduced 'discretionary' funds within universities for all purposes. This policy will represent a growing resource pressure into the future.

Compounding the impact of the ongoing loss of salary supplementation was the Government's decision in the 1996 Budget to reduce operating grants by 6% in real terms. This had an immediate impact on the South Australian universities that were already in a stable funding position. (The impact was delayed in some other universities that still had some growth in funding coming through from previous increases in student places.)

These two major impacts on general university funds have come at a time when the costs of teaching and research are rising sharply. The escalation in research costs arises from, among other factors, the increasing costs and rapid obsolescence of research equipment and facilities, the expense of participation in international research projects and access to international facilities, and the dramatic increases in the costs of research journals, all of which have been exacerbated by falls in the value of the Australian dollar.

Increasing Costs of Research

The 1996 full-scale survey of research equipment in UK universities calculated a ‘sophistication factor’ of between 1.56 and 2.67, ie the cost of upgrading equipment to the enhanced level needed to keep up with research developments averaged 1.56 times the original cost of current equipment; to upgrade to state-of-the-art averaged 2.67 times original cost (Georghiou and Halfpenny 1996).

The average cost per serial title in Australian university libraries increased by 60% in only three years from 1996 to 1998. (Coalition for Innovation in Scholarly Communication, quoted in Batterham, 2000)

Very similar issues apply in relation to teaching, but on a larger scale. Furthermore, as noted above, all universities are confronting the very major costs of moving to computer-mediated, electronic and flexible delivery modes, while at the same time attempting to sustain as far as possible their campus-based and face-to-face teaching approaches. While there may arguably be some downstream savings from increased use of 'e-learning', there are enormous transitional costs in creating digital libraries, converting existing courses and developing new ones, establishing new electronic infrastructure and so on. International evidence also suggests that these costs will recur frequently due to the rate of change in technology and student expectations.

Universities are responding to these resource pressures with a range of different strategies, including:

· aggressive pursuit of non-DETYA income, from fee-paying students (especially overseas students), other government sources, and industry, including through applied research and consultancy and commercialisation of research;

· operational and administrative savings, through cutbacks, rationalisation and out-sourcing affecting library holdings, course offerings, administrative and support functions;

· collaboration and consolidation within and across institutions to achieve efficiencies and enhance competitiveness; and

· staff reductions, across the board, but especially in areas of low enrolments and in support areas.

Overall universities have been very successful in increasing their revenue from non-DETYA sources. Total revenue figures however do disguise the shift from general purpose operating grants to less flexible forms of funding. They also do not reveal the very different patterns within universities whereby some parts of the institutions are able to generate external revenue while others are much more reliant on the reducing flow of public funds.

Response to Resource Pressures

Between 1996 and 1998, revenue from overseas and postgraduate student fees rose by more than 37% as universities sought to offset declines in operating grant.

From 1996 to 1998 the number of serials purchased by university libraries fell by 48%.

From 1996 to 1999 the number of academic staff fell by 5% across the board and by 8% or more in mathematics, engineering and science (other than health science).

Staffing issues and constraints on flexibility

Universities confront inevitable ‘speed limits’ on reforms in response to the resource pressures and strategic factors discussed above.

Rising work loads, job losses and resource constraints have contributed to morale problems and skepticism about change among staff at many universities. In an organisational sense this is reflected in the industrial relations environment which is generally quite adversarial and centralised. Major proposals for reform to curricula, programs, methods of delivery, or institutional structures are likely to be caught up in a structured and often antagonistic process of enterprise bargaining.

In a situation of declining public funding, rapid introduction of new academic programs may also be constrained not only by the practical requirements to develop and quality assure new curricula, but also by the need to shut down an existing area in order to transfer resources to the new one. In turn this presents up-front costs in respect of any redundancies involved and may require special arrangements for several years in order to complete the obligations to students in the programs that are closing. These constraints are lessened where the new programs can be financed by student fees, for example from postgraduate or international students.

Regardless of the source of financing however, a major constraint in mounting new programs is often the difficulty of recruiting suitably qualified staff. This is especially problematic in areas where suitably qualified individuals are in high demand in industry as well as other universities. Difficulties in recruiting and retaining staff are key issues in fields such as information technology, business, and some areas of engineering.

Focus on research and innovation?

The previous growth phase in public funding for higher education was driven principally by a desire to increase the proportion of the Australian population with higher level skills and qualifications – the creation of a so-called ‘mass’ higher education system. The targets for increased graduate numbers set in the 1988 Commonwealth Government White Paper on higher education have been substantially exceeded and the prime university age cohorts are no longer growing. As a consequence the Commonwealth has ceased to fund general growth in student places and, as noted above, has actually reduced funded student numbers.

The most recent focus of policy has been on research and innovation. The higher education system is the principal source of the nation’s basic research and is a substantial contributor to applied research and experimental development. There is now a growing recognition among policy makers of the significance of research and innovation as drivers of economic success in the global knowledge-based economy. It therefore seems likely that research and innovation, rather than teaching, will be the main source of expansion in publicly funded university activity, at least for the next few years.

The Commonwealth Government has recently announced its Innovation Action Plan for the next five years and the Opposition has indicated its intention to at least match this level of investment. While a substantial proportion of the funding in the Innovation Action Plan simply continues existing programs that were otherwise due to end or reduce, it is nonetheless indicative of a shift in policy emphasis. This may be significant for a State like South Australia where the universities have a relatively good research record but where there are no (or negative) demographic imperatives for growth in student numbers.

It is also notable that some States have begun to make major strategic and financial investments in research and innovation, including through their universities. Further information is provided in Chapter 4.

2.1.5 Factors with special significance in South Australia

The nature of the South Australian economy

The position and performance of the State’s higher education sector must be seen in the context of the overall position and performance of the State’s economy. Relative to the eastern States, South Australia’s economy is small and has experienced limited growth rates. It is characterised by a high proportion of small and medium sized enterprises, with a limited number of central offices or R&D centres of large corporations. In comparison with the larger States these factors limit the scale and range of opportunities for interactions between business and the higher education sector. These economic factors, combined with the smaller population base, limit the market for fee-paying courses for Australian students.

Overall, it is fair to say that it is generally more difficult for South Australian higher education providers to generate non-government income from sources within the State than it is for corresponding institutions in Victoria, New South Wales and Queensland.

Demography

The average age of the South Australian population is increasing faster than the national average. The median age in the State is already two years older than the national median (37 compared with 35 in 1999). That gap will widen by 2021 when the median age in South Australia will be 44 compared with 41 for the nation as a whole.

Most significantly for higher education, the prime age cohorts for university enrolment are falling. Between 1999 and 2021 the numbers in 15-19 year old group in the State will fall by 14.9%. The 20-24 year age cohort will fall by 7.5% and the 25-29 group by 10.3%. This compares with slight growth nationally for each of these groups over the corresponding period (0.3%, 6.4% and 3.2% respectively) (ABS population projections 1999 to 2021, Cat No. 3222.0, series II data as at 30 June).

In combination the 15-29 year old population in the State will decline by 33,500 by 2021. This could translate to a fall in demand of between three and a half and four and a half thousand students. This is around a tenth of the State’s total of 43,812 non-overseas university students in 1999.

South Australia already has the lowest unmet demand of any State. In 1999 only 3.7% of eligible applicants were unsuccessful in gaining entry to university, compared with the national average of 5.5% and proportions as high as 5.7% in Victoria and 7.6% in Queensland (AVCC 1999).

Notably, the qualifications profile of the South Australian population is more concentrated in the vocational area than in higher education. Among 15 to 64 year olds, South Australians have higher than average rates of basic and skilled vocational qualifications, but lower than average rates of diplomas and bachelor degrees. In 1999, the higher education participation rate for 15 to 64 year olds was 4.4% in South Australia, compared with 4.7% nationally.

It may be that demand will increase from older students to offset the decline in the younger groups. However, this effect is likely to be limited given that (a) an increasing share of the older groups will have already acquired tertiary qualifications and (b) students must pay fees for most postgraduate and short courses. The recent decision to extend HECS-style loans to postgraduate students may help to increase demand from this group.

In any event, it is clear that the South Australian universities will be competing for a declining pool of Australian undergraduate students, while other States are facing much larger and growing rates of unmet demand. In these circumstances, if the number of funded student places in the State is not reduced, it is likely that the quality of the domestic student intake will fall. There is already some anecdotal evidence of strong competition between the three universities for undergraduate students and of some reductions in entry standards. Alternatively, the Commonwealth may redistribute funded places toward States with demographic growth and higher levels of unmet demand, leading to real reductions in funding for the South Australian universities. This is especially likely if the South Australian universities begin to have difficulty in meeting their target levels of enrolment.

Even if the Commonwealth were to fund growth in other States without redistributing away from South Australia, the result would be relative declines in the size and funding of the State’s universities compared with others.

Location and scale

The location of the State’s universities in Adelaide arguably places them at a disadvantage relative to other Australian universities in larger population centres and with better transport links, especially for overseas students. The most significant disadvantages of the location relate to staff and international fee-paying students who have substantial freedom to choose their place for work or study. In short, the question “why would they choose to come to Adelaide instead of Sydney or Melbourne” will frequently arise, solely because of its geographic location.

On the other hand, there are some significant advantages in the location, including:

· the consistent time zone with a number of the important Asian source countries for overseas students;

· the positive reputation of Adelaide for educational and lifestyle factors; and

· the relatively cheap accommodation and general cost of living (especially relative to the US and Europe given current exchange rates).

Scale may also be an issue for some students and staff. Each of the South Australian universities is smaller than the average for comparable universities elsewhere in Australia, although UniSA is quite large in terms of student numbers (see section 2.2). In general smaller universities offer a more limited choice of programs and fewer opportunities for professional advancement and interaction than in larger institutions.

Again however there is a positive flip side, with smaller scale universities offering some potential advantages in terms of student satisfaction and intangible factors such as the ‘feel’ of the institution.

2.2 The overall position of South Australia’s universities in the national higher education sector

2.2.1 The scale of higher education in the State

How significant is the higher education sector in South Australia compared with the rest of the country?

As a general yardstick, we can compare the scale of the sector here with the State’s population share of 7.8%. Compared with its population share, the State has smaller shares of domestic students, international students and research students, but a larger share of research expenditure. Its share of operating revenue for higher education is much the same as its population share.

Table 2.1: South Australian shares of key factors

Factor
SA Share

Domestic (non-overseas) student load (equivalent full-time students)
7.3%

Fee-paying overseas students (load)
6.4%

Higher degree research students (load)
7.5%

Expenditure on research and experimental development
9.3%

Membership of cooperative research centres

11.0%

Operating revenue
7.9%

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999), CRC Compendium

In broad terms therefore, the South Australian higher education sector accounts for 8% or less of the national system except in research where its share of expenditure and its involvement in cooperative research centres exceeds the State’s population share.

A snapshot of the scale of the three universities

Factor
Adelaide
Flinders
UniSA

Domestic student load (equivalent full-time students) 1999
10309
8058
15739

Fee-paying overseas student load 1999
1363
702
2953

Higher degree research student load 1999
1039
514
587

Staff (full-time equivalent, excluding casuals)
2120
1429
1826

Expenditure on R&D 1998
$139.1m
$59.3m
$42.4m

Operating revenue 1999 (including controlled entities)
$308.6m
$151.0m
$254.7m

Source: DETYA, Selected Higher Education Student, Staff, Research and Finance Statistics, most recent published year (1998 or 1999), University Annual Reports

2.2.2 Change over time

The State as a whole

How is this picture changing over time – is the South Australian higher education growing or contracting on these dimensions in absolute terms and relative to the rest of the country?

Table 2.2 shows that the South Australian higher education sector, like those in other States, has grown substantially in overseas student numbers, research expenditure and operating revenue, but only modestly in domestic student numbers.

Table 2.2: Growth in the SA higher education sector over a five year period

Factor
Growth in SA

Domestic (non-overseas) student load (equivalent full-time students)
3.1%

Fee-paying overseas students (load)
113.1%

Higher degree research students (load)
15.3%

Expenditure on research and experimental development (dollar terms)
133.5%

Operating revenue (dollar terms)
33.7%

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999) and corresponding publication five years earlier

Despite modest growth, the State lost share of domestic students, fee-paying overseas students and research students over the five years to 1999. However it increased its share of research expenditure (and income) and hence marginally increased its share of operating revenue. (See table 2.3)

Table 2.3: South Australian shares of key factors, change over a five year period

Factor
SA Share


Five years ago
Current

Domestic (non-overseas) student load (equivalent full-time students)
8.0%
7.3%

Fee-paying overseas students (load)
6.8%
6.4%

Higher degree research students (load)
7.8%
7.5%

Expenditure on research and experimental development
7.9%
9.3%

Operating revenue
7.7%
7.9%

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999) and corresponding publication five years earlier

The overall picture for South Australian higher education is therefore of a sector that is growing more slowly than the rest of the country in terms of students, but more quickly in relation to research.

However it is very important to emphasise that these aggregate patterns for the State mask major differences in the patterns for the three universities.

The individual universities

Tables 2.4, 2.5 and 2.6 provide a time series on these same factors for each of the three universities showing their changing shares over the five year period.

Table 2.4: Shares of key factors over a five year period – Adelaide University

Factor
Share of national total (%)


1994
1995
1996
1997
1998
1999

Domestic students
2.48
2.46
2.47
2.41
2.05
2.21

Fee-paying overseas students
2.61
2.75
2.37
2.12
1.86
1.75

Higher degree research students
4.50
4.48
4.36
4.18
4.04
3.63


1993
1994
1995
1996
1997
1998

Expenditure on R&D
4.42
3.31
4.30
3.93
na
5.35

Operating revenue
2.87
3.40
3.11
3.18
3.28
3.24

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999) and corresponding publication five years earlier

The table shows that Adelaide quite consistently lost ground against the national totals for domestic students, fee-paying overseas students and higher degree research students over the five years to 1999. Fee-paying overseas student load grew by 50.8%, but this was less than half the national growth over the period (125.2%), leading to a substantial loss of market share. Domestic student load was lower in absolute terms in 1999 than in 1995, reflecting the absence of funded growth and the cuts since 1996. Research student load was lower than in 1999 than 1994, the earliest year in the time series. This compares with growth of 21% for the sector as a whole. However it should be noted that new formulae for the distribution of funding for research students could increase Adelaide’s share from 2002. On the other hand, Adelaide has increased its share of research expenditure (and income) and has therefore been able to increase slightly its share of total operating revenue.

Table 2.5: Shares of key factors over a five year period – Flinders

Factor
Share of national total (%)


1994
1995
1996
1997
1998
1999

Domestic students
1.78
1.92
1.87
1.83
1.58
1.73

Fee-paying overseas students
1.41
1.42
1.12
1.04
0.88
0.90

Higher degree research students
1.93
1.87
1.85
1.78
1.77
1.79


1993
1994
1995
1996
1997
1998

Expenditure on R&D
2.23
1.96
3.28
2.71
na
2.28

Operating revenue
1.85
2.04
1.73
1.75
1.80
1.76

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999) and corresponding publication five years earlier

Like Adelaide, Flinders lost share of domestic students, fee-paying overseas students and research students. The loss of market share was particularly marked for overseas students. Again this reflects the fact that the growth in this category at the University (43.3%) was only a little more than one third of the growth nationally over the period. Also like Adelaide, Flinders has experienced absolute as well as relative falls in domestic student load which was lower in 1999 than in 1995. Unlike Adelaide, Flinders research student load grew over the period (by 12.2%), but this fell well short of the national growth of 21.0%. Like Adelaide, Flinders may benefit from the new formulae for distribution of funds for research students from 2002.

Flinders’ share of research expenditure has fluctuated, but shows a slight upward trend. The corresponding growth in share of research income has not been sufficient to outweigh the loss of share of income from students, as can be seen in the declining share of total operating revenue.

Table 2.6: Shares of key factors over a five year period – UniSA

Factor
Share of national total (%)


1994
1995
1996
1997
1998
1999

Domestic students
3.73
3.69
3.64
3.51
3.04
3.38

Fee-paying overseas students
2.77
2.77
2.25
2.59
3.39
3.78

Higher degree research students
1.40
1.62
1.64
1.65
1.85
2.05


1993
1994
1995
1996
1997
1998

Expenditure on R&D
1.25
1.74
1.56
1.51
na
1.63

Operating revenue
2.98
2.90
2.75
3.01
2.79
2.87

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent published year (1998 or 1999) and corresponding publication five years earlier

Like the other two universities, UniSA lost share of domestic students, although only in relative, not absolute terms. Unlike the other two universities, UniSA strongly increased its share of fee-paying overseas students.

It is important to note that the increased share of overseas students is very largely due to growth in off-shore enrolments. Between 1996 and 1999, nearly 90% of the increase in international fee-paying student numbers was accounted for by off-shore enrolments
. In terms of economic benefits to the University and the State, off-shore students generally provide much lower returns than on-shore students. This is because some of the off-shore revenue goes to a partner organisation and there are none of the ancillary economic benefits generated when international students and their families live in and visit South Australia.

UniSA also increased its shares of research students and research expenditure, although its share of expenditure remained below the other two institutions. In total, its share of operating revenue fluctuated year on year, ending slightly lower at the end of the period.

2.3 The performance of the SA higher education sector in national terms

The analysis above gives a sense of overall scale and direction of change for the three universities compared with the Australian higher education sector as a whole. If we want to look more closely at the performance of the universities it is useful to compare them against the sub-groups of institutions with which they identify. Specifically, Adelaide can be compared with the Go8, eight comprehensive universities that are characterised by extensive research profiles; UniSA with the ATN universities that are built on the former institutes of technology; and Flinders can be compared with other non-Go8 universities with medical schools
.

Table 2.7 gives an overview of the size of the three South Australian universities compared with the average for these three comparator groups. In broad terms Adelaide is a bit over half the average size for a Go8 university, Flinders is not far below average size for its group, and UniSA is about 10% smaller than the average ATN university.

Table 2.7: Scale of the South Australian Universities relative to their comparator groups

Factor
Adelaide
Go8 Mean
Flinders
Non-Go8 Medical Mean
UniSA
ATN Mean

All student load 1999 (EFTSU)
11672
21643
8760
11276
18692
20584

Academic staff (full-time equivalent, excluding casuals) 1999
931
1612
656
671
791
868

Operating revenue 1998 (before abnormal items)
$273.8m
$473.9m
$148.6m
$175.6m
$242.4m
$260.2m

Source: DETYA, Selected Higher Education Student, Research and Finance Statistics, most recent publication
In order to examine performance we can look at indicators that take account of these differences in size. In total we examined 50 indicators for each university, but for simplicity only nine are discussed below, in four categories: prestige, teaching and learning, research, and financial health. These are summarised for each of the universities in table 2.8.

Table 2.8: Key performance indicators for the South Australian Universities relative to their comparator groups

Indicator
Adelaide
Go8 Mean
Flinders
Non-Go8 Medical Mean
UniSA
ATN Mean

Prestige







Good Uni Guide (GUG) Prestige
5.0
5.0
4.0
3.3
3.0
3.8

Teaching and Learning







Student/staff ratio
13
13
13
17
24
24

Graduate ranking of educational experience (out of 5) (GUG)
na
2.0
4.0
4.0
2.0
1.8

Positive graduate outcomes (out of 5) (GUG)
na
4
2
2
1
2.8

% Overseas students
11.7%
14.8%
8.0%
8.2%
15.8%
20.0%

Research







R&D spend per academic FTE
$149,135
$120,925
$91,734
$101,037
$50,825
$40,061

Citations impact
7.0%
7.6%
5.1%
3.1%
0.4%
0.5%

Financial Health







Operating revenue per f/t student
$22,782
$22,724
$16,960
$15,684
$13,616
$13,004

1998 Safety margin (surplus (deficit) before abnormal items/total revenue) 
1.92%
4.90%
0.59%
5.93%
4.00%
5.79%

Sources and definitions of indicators are provided in Appendix 2
2.3.1 Prestige

The prestige rating used by the Good University Guide (GUG) is a national comparison based on the level of demand for places and success in research. Universities are ranked into five bands, with a rating of 5 being the highest. Adelaide is in the top band, Flinders in the second and UniSA in the third. That places Adelaide on a par with the average for the Go8, Flinders above its comparator group, and UniSA below the ATN average.

2.3.2 Teaching and learning

Adelaide and UniSA have average student/staff ratios for their groups, while Flinders is lower than average and close to Adelaide. The substantially higher student/staff ratio at UniSA may reflect a number of factors including its lower research intensity and its greater involvement in off-campus delivery.

In terms of graduate’s views of their course experiences, as measured by the national Course Experience Questionnaire (CEQ), UniSA rates above the average for its comparator group. This means that UniSA graduates rate their courses more highly for overall satisfaction, teaching quality and acquisition of generic skills than do graduates in similar universities in other States. Flinders graduates rank their educational experience on a par with graduates from its comparator universities. Information for Adelaide for the most recent year (as reported in the 2000 GUG) is not available because of low response rates in that year. In the previous year it had a rating of 2.0, equal to the Go8 mean.

Graduate outcomes are rated by the proportion of graduates in employment or further study as measured by the national Graduate Destination Survey (GDS). UniSA is in the lowest rank on this indicator and Flinders is in the second lowest rank, meaning that their graduate outcomes are in the lowest 20% and 40% of universities respectively. They both stand below or at the average for their groups. Again, information for Adelaide is not available for the most recent year. In the previous year it had a rating of 5, above the Go8 mean.

As suggested by the earlier analysis, the proportions of overseas students at each of the three universities are below the averages for their groups.

2.3.3 Research

The three universities are close to or above the average for their groups in terms of research expenditure per academic staff member. A similar picture is evident from a more detailed analysis of their income for research purposes. Table 2.9 shows that:

· Flinders and UniSA receive less research income for their size from State Government sources than their comparator groups, while Adelaide receives more;

· All three universities receive more research income for their size from local government sources than their comparator groups; and

· All three universities receive more research income for their size from industry sources than their comparator groups.

Table 2.9: Research income from selected sources
Indicator
Adelaide
Go8 Mean
Flinders
Non-Go8 Medical Mean
UniSA
ATN Mean

Research income from state govt. sources per 10 academic FTE staff (1999)
$68,641
$29,903
$25,303
$42,554
$23,568
$25,367

Research income from local govt. sources per 10 academic FTE staff (1999)
$769
$760
$2,505
$1,332
$1,644
$1,163

Public sector research income (total Category 2) per 10 academic FTE staff (1999)
$109,934
$59,900
$67,115
$82,053
$52,815
$45,805

Industry and other funding for research (total Category 3) per 10 academic FTE staff (1999)
$142,089
$138,518
$206,909
$123,841
$97,232
$71,189

Category 2 and 3 research income per 10 academic FTE staff (1999)
$252,023
$198,418
$274,024
$205,893
$150,047
$116,994

Source: AVCC, calculations supplied by Professor Marlin, PVC (Research), Flinders
One measure of the quality and impact of their research output is the extent to which it is cited by other researchers in refereed research publications. This citations data is a lagging indicator, measuring the impact of research that may have been conducted many years ago. It also only measures its impact on other researchers, not on industry or other stakeholders. Bearing those caveats in mind, we can see that the citations analysis records a relatively high level of impact for research conducted at Adelaide and Flinders. Flinders rates above its comparator universities, while Adelaide is slightly below the Go8 average, but that figure includes the citation impact of the Institute of Advanced Studies at the Australian National University which receives special funding for research. The impact is much lower for UniSA as it is for all ATN universities, partly because of the more applied focus of R&D activities in those institutions.

2.3.4  Financial Health

Expenditure per student is higher in each South Australian university than the average for their groups. However in 1998 they each had a significantly lower financial safety margin than average. The safety margins for the South Australian universities ranged between 0.6% and 4%compared with the national average of 4.4%. 

Interpretation of the ‘safety margin’

The safety margin is the ratio of operating surplus or deficit before abnormal items to total operating revenue. DETYA cites it as an indicator of “the ability of management to contain expenditure within the constraints of available funding and other revenue” (DETYA, Report for the 2001-2003 Triennium, p 51). However, there may well be sound management reasons in a non-profit organisation to operate close to the break even point or to use reserves short periods. For example, in the early 1990s, Adelaide accumulated funds for a major capital project that took place in the later part of the decade, deliberately reducing the apparent safety margin.

The figures recorded by DETYA and used in table 2.8 are not completely consistent with those in the universities’ annual reports. Because of this discrepancy, the figure shown for Flinders is drawn from their annual financial statements. We can use the annual reports of each of the universities to calculate the safety margin indicator over a few years up to 1999 in order to gain a more complete picture. This analysis is shown in table 2.10 and figure 2.1. It covers the three years after the implementation of the cuts to Commonwealth operating grants.

Table 2.10: Operating result and safety margin 1997, 1998, and 1999


1997
1998
1999


Operating result ($000)
Safety margin
Operating result ($000)
Safety margin
Operating result ($000)
Safety margin

Adelaide
15,530
5.3%
5,198
1.71%
3,473
1.13%

Flinders
11,967
8.01%
878
0.59%
455
0.30%

UniSA
9,788
4.26%
10,089
4.10%
1,326
0.52%

Source: University Annual Reports
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This presents a potentially concerning picture of this aspect of the financial health of the South Australian universities. While the figures need to be interpreted carefully for the reasons given the box, all three institutions show a sharp fall in their financial safety margins over the last three years. Operating surpluses have declined from between four and eight percent of revenue to around 1% or less. That is, all three universities were close to operating losses in 1999, down from relatively comfortable margins in 1997.

It is important to note that all three universities have substantial reserves and so have the capacity to operate viably with very low safety margins or even negative margins for limited periods.

Declining safety margins are a feature of universities nationally. The sector average safety margin has fallen from 6.5% in 1997 to 3.3% in 1999, which DETYA states is “attributable to a combination of limited revenue growth and a general increase in costs” (DETYA, Report for the 2001-2003 Triennium, p 55). The extent of the fall in South Australia may reflect the greater impact of the cuts to operating grants in this State. It may also reflect the impact of redundancy costs as the universities shed staff in order to improve their operating results in future years. This is obviously a critical period for the universities. In the absence of change to Commonwealth funding levels, unless the universities can reduce costs and/or increase revenue they may be heading into negative territory which cannot be sustained over the long term.

2.3.5 Links with State Government and business

An issue of particular significance to this review is the extent of links between the universities, government and business in the State. There are some indicators that can give us some sense of how South Australia stands on this issue relative to other States. Table 2.11 shows three such indicators.

Table 2.11: Indicators of links between universities, government and business in South Australia 

Indicator
Adelaide
Go8 Mean
Flinders
Non-Go8 Medical Mean
UniSA
ATN Mean

Income from State Government (1998)
$6.224m
$7.481m
$0.708m
$1.747m
$2.538m
$1.662m

Australian Postgraduate Awards (Industry) (2001)
27
55
18
26
24
27

Strategic Partnerships with Industry – Research and Training Scheme (SPIRT) grants per Academic FTE staff (1999) (both industry and govt contribution)
$4,826
$4,529
$1,403
$2,944
$8,610
$4,449

Source: DETYA finance statistics 1998, Higher Education Triennium Funding reports

No clear picture emerges from these indicators of marked differences between the South Australian universities and those in other States in terms of links with government and business, once allowance is made differences in scale between States. UniSA performs strongly relative to the ATN average in income from joint industry-Commonwealth funded research grants. Within South Australia, Adelaide receives significantly more from the State Government than either Flinders or UniSA, largely reflecting funding for medical and primary industry activities.

More significant in strategic terms are recent developments in the role of State Governments in relation to higher education and emerging opportunities for strengthened university-business links. These issues are discussed in subsequent chapters.

2.3.6 Gaps with best practice

The Board of SABV 2010 has expressed interest in the issue of the performance of the South Australian universities relative to the best in the country. Table 2.12 attempts to give some sense of difference between the performance of each of the universities and the ‘best practice’ level among their respective groupings.

Table 2.12: Difference between the SA universities and ‘best practice’ in their respective groupings


Adelaide
Go8 best

Difference
Flinders
Non-Go8 medical best
Difference
UniSA
ATN best
Difference

Prestige










Good Uni Guide (GUG) Prestige
5
5
0
4
4
0
3
4
1 ranking

Teaching










Student-staff ratio
13
12
8%
13
13
0
24
20
20%

Graduate education experience
2
3
1 ranking
4
4
0
2
3
1 ranking

Positive graduate outcomes
5
5
0
2
2
0
1
4
3 rankings

% Overseas students
11.7%
21.7%
10.0 percent points
8.0%
9.6%
1.6 percent points
15.8%
30.3%
14.5 percent points

Research










R&D spend per academic FTE
$149,135
$154,491
3.6%
$91,734
$111,242
21.3%
$50,825
$52,028
2.4%

Citations impact
7.0%
12.8%
5.8 percent points
5.1%
5.1%
0
0.4%
0.6%
0.2 percent points

Financial Health










Revenue per f/t student
$22,782
$24,538
7.7%
$16,960
$16,960
0
$13,616
$15,033
10.4%

1998 Safety margin
1.92%
10.12%
8.2 percent points
0.59%
8.58%
8.0 percent points
4.00%
8.56%
4.56 percent points

Links with industry










SPIRT grants per Ac. FTE staff (1999)
$4,826
$5,982
23.9%
$1,403
$5,9476
324%
$8,610
$8,610
0

The table shows the following areas of best practice for the South Australian universities relative to their comparator groups:

· Adelaide: prestige, graduate outcomes;

· Flinders: prestige, student/staff ratio; graduate experience and outcomes, citations, revenue per student;

· UniSA: industry research grants.

The largest differences from best practice are:

· Adelaide: proportion of overseas students, financial safety margin;

· Flinders: financial safety margin, industry research grants;

· UniSA: graduate outcomes, proportion of overseas students, financial safety margin.

2.3.7 Performance in selected fields

We examined the performance of the South Australian universities in five fields of potential interest to the Board of SABV2010: business studies, computer science, engineering (mechanical and electronic/computer) and health sciences. The criteria examined were graduates’ assessment of the quality of teaching, overall graduate satisfaction, and success in gaining full-time employment.

Overall the rates of satisfaction tended to be somewhat below the national median and rates of full-time employment slightly higher, except in the case of engineering. The analysis is summarised in Appendix 3.

2.4 The performance of the SA higher education sector in international terms

The analysis in previous sections has focussed on the South Australian universities relative to their Australian counterparts. The Board of SABV has also sought advice on their standing in international terms.

2.4.1 Asiaweek Magazine

An important independent source of information on this issue is the annual analysis of “Asia’s best universities” conducted by Asiaweek magazine. While the methodology of the Asiaweek analysis can be criticised, it is empirically based and, perhaps more importantly, is influential in many of the markets in which Australian universities are competing. The analysis therefore is important in terms of the perceptions, even if it is open to some criticism about methodology.

Flinders does not participate in the Asiaweek analysis.

Asiaweek divides universities into two broad categories: “multi-disciplinary schools”, which includes Adelaide University, and “science and technology schools”, which includes UniSA.

In the latest survey of 77 multi-disciplinary universities throughout Asia and Australasia, Adelaide was ranked 26th. Its ranking in 1999 was 34rd. The Australasian universities ranked more highly than Adelaide in 2000 were:

· The Australian National University (ranked 8)

· The University of Melbourne (9)

· The University of New South Wales (10)

· The University of Sydney (13)

· The University of Auckland (21)

· The University of Western Australia (23); and

· The University of Queensland (25).

In the science and technology category, UniSA was ranked 38th out of 39 participating institutions. It was ranked 31 in 1999. Australasian universities ranked more highly in 2000 were:

· Curtin University of Technology (22)

· Queensland University of Technology (25)

· University of Technology Sydney (26)

· RMIT University (28)

· Victoria University of Technology (31).

Asiaweek also publishes an analysis of “Asia’s Best MBA Schools” in four categories:

· best reputation;

· best full-time MBA;

· best part-time MBA;

· best executive MBA; and

· best distance MBA.

Of 50 MBA schools ranked by reputation, the Graduate School of Management at Adelaide ranked 31 and the International Graduate School of Management at UniSA ranked 40. The rankings for all participating Australian MBA schools by reputation were:

· Melbourne Business School (4);

· Macquarie Graduate School of Management (15);

· Monash Mount Eliza Business School (16);

· Graduate School of Management, University of Queensland (22);

· RMIT School of Management (26);

· University of Technology, Sydney Graduate School of Business (27);

· Brisbane Graduate School of Business, Queensland University of Technology (30);

· Graduate School of Management, Adelaide University (31); and

· International Graduate School of Management, UniSA (40).

Among 46 full-time MBA programs, the Adelaide Graduate School of Management was ranked 22 and the UniSA program 37.

Among 30 part-time MBA programs, Adelaide’s was ranked 19 and UniSA’s 27.

Only six distance MBA programs were listed in the 2000 Asiaweek survey, among which the UniSA program was rated fifth.

In summary, Adelaide is ranked just outside the top third of Asian multi-disciplinary universities and its MBA programs rate around the middle. UniSA is ranked near the bottom of Asian science and technology universities and its MBA programs rate in the lower 20%.

The Asiaweek Rankings

The Asiaweek rankings of universities as a whole are based on a composite of measures including:academic reputation (determined by a poll of universities and Asian corporations); student selectivity; faculty resources; research; and financial resources.

The rankings of MBA programs are based either on reputation alone or on a composite measure including: academic reputation; student selectivity; faculty resources; linkages (with business and government); other resources; and graduate output.

Details are available at www.asiaweek.com/asiaweek/features/universities2000
2.5 Opportunities and threats for the SA higher education sector

The previous sections have analysed the major factors affecting all Australian universities, the factors with special significance for South Australia, and the national and international position and performance of the three universities. This analysis highlights three ‘headline’ areas of threat and opportunity for the higher education sector in South Australia.

2.5.1 Opportunities

1 Expansion of fee-paying overseas student numbers

The development of the global knowledge-based economy is building global demand for higher education. The South Australian universities have substantial unrealised potential to expand international student numbers, both in Australia and off-shore. This area of opportunity is the focus of the Mid-term Review of Education Adelaide, which was with the Minister at the time of writing of this report.

The rates of return to both the universities and the State, plus the level of control over quality, are greatest for international students studying in Australia. This group should therefore be the highest priority for expansion. Potential competitive advantages for the South Australian universities include: English language tuition; low cost of tuition and living, especially given the level of the Australian dollar; reasonable proximity in terms of both distance and time zones to some of the largest potential markets in Asia; and positive educational and lifestyle factors in Adelaide.

If South Australia’s share of fee-paying overseas students across all sectors were to increase to approximate the State’s population share it could involve:

· An additional 6,500 international students per year over Year 2000 levels, bringing the total number of on-shore international students in all educational sectors to around 13,000 per year;

· Increasing the impact of the education export industry to $300 million per annum.

An increase to 13,000 on-shore international students would imply approximately 7,000 in higher education, compared with the 1999 level of 2,919 and a preliminary figure for 2000 of 3,770. A total of 7,000 would therefore require growth of about 86%.

Annual growth rates in on-shore international student numbers in South Australia have fluctuated markedly year on year, but have averaged less than 10% since 1996. Compound growth of 10% per annum would see the number increase to around 6,000 by 2005 (assuming the 2000 starting point is 3,770). Thus a significant acceleration of growth to around 13% or 14% annually would be required to reach the notional figure of 7,000 within five years.

Nonetheless this rate of growth is consistent with the levels achieved nationally over the last four or five years. We understand that an increase to 7,000 on-shore students is also considered to be within the subjectively assessed capacity constraints of the universities.

2 Expansion of ‘life-long learning’

The aging of the Australian population and the changing requirements of the modern workforce present opportunities in the education and skills upgrading of people who may already have an initial qualification. This opportunity exists both in Australia and internationally.

In order to make the most of this opportunity, the higher education sector will need to develop new learning pathways for adults that allow for older, employed people to move in and out of higher education with due recognition of their previous achievements and qualifications, and appropriate certification for their studies. The modes of teaching will also need to become more flexible, allowing for delivery when and where the student requires, not when and where the university wants. Many of these same sorts of changes are needed also for the traditional undergraduate school-leaver market.

Collaboration with vocational education and training providers, with appropriate partners off-shore, and with major enterprises will be critical in effectively addressing the international ‘life-long learning’ market.

The recent Commonwealth Government decision to extend HECS-style loans to postgraduate coursework students will help to address an important up-front cost barrier which may have been constraining demand in Australia. Possible future de-regulation of undergraduate fees and further extension of favourable loans to undergraduate fee paying students would also open up the local life-long learning market.

3 Growth in research and innovation and integration with the State’s industry strategy

South Australia has demonstrated strength in research and innovation. It has a platform of research infrastructure and a track record of research commercialisation that position it to make further advances. There are changes in public policy and investment strategies at both the Commonwealth and State level that can facilitate this, as can improved relationships between universities and business.

For South Australia the opportunity lies in integrating the research and innovative capacity of the higher education sector as effectively as possible into the industry development strategy of the State. The success of the wine industry stands as an example of the potential for research and innovation to contribute to market advantage. There are emerging opportunities in other sectors including biotechnology especially medical biotechnology, aspects of sustainable food and water, applications of signal processing, defence industries, and possibly nanotechnology.

2.5.2 Threats

1 Competition in international and national markets

South Australian universities confront stiff and growing competition in all segments of both international and domestic student markets. Larger, higher status providers within Australia and from other countries have stronger brands and are able to operate with greater economies of scale. All three universities are losing share of Australian student numbers and of on-shore fee-paying overseas students (albeit in a strongly growing market). UniSA has recently generated rapid growth off-shore, but the economic returns from off-shore students are lower. Both Adelaide and Flinders have small numbers of off-shore enrolments (3 and 197 respectively in 1999
). Arguably, neither is as well-positioned to expand in this segment of the market as institutions with larger existing off-shore activities and with more comprehensive distance education portfolios.

The universities face competitive disadvantages in relation to:

· cost of remaining competitive, especially to the extent that they must sustain competitive campus-based education while developing new forms of delivery;

· small scale and limited brand recognition; and

· geographic location.

2 Demography

The largest single component of university revenue is generated by enrolment of Australian students. Operating grants are also the most flexible major form of income. These grants effectively sustain the basic infrastructure of the universities, provide much of the resources for innovation in educational programs and delivery, and enable the universities to employ staff on a permanent basis rather than on short term contracts associated with limited life project funding from other sources. Loss of student numbers and hence operating grants is therefore a fundamental threat to the functioning of the universities as a whole, impacting as on their research as well as their teaching activities.

This is one potential risk of the reduction in the 15 to 24 year old age group in the State over the next twenty years. As noted previously, even if the number of funded student places in the State is not reduced, it is conceivable that:

· the quality of the domestic student intake will fall;

· there will be increasingly intense competition among the three universities for that intake; and

· there will be relative declines in the size and funding of the State’s universities compared with those in other States.

3 Resource pressures

The threats arising from competition and demographic factors directly put the universities’ resources at risk. All three universities are already operating with financial safety margins that are significantly below national benchmarks and which have declined markedly in recent years.

The universities must reduce expenditures and/or increase revenue to turn this situation around. To the extent that reducing expenditures requires cuts to staffing, facilities and services such as libraries, journals and research support, there may be a loss of the human capital and infrastructure required to compete. Similarly, constraints in discretionary income will limit the capacity to innovate. Thus there is a risk of a negative spiral in which essential resource cutbacks reduce competitiveness which in turns reduces revenue.

This scenario would be very damaging, not just for the universities, but for South Australia as a whole.

____________________________________

3 The potential contribution of the higher education sector in South Australia

3.1 The significance of the higher education industry to the State

A key theme of the remainder of this report is that higher education is a substantial industry in its own right as well as being a key underpinning of most other industries in the State. Furthermore it is an industry that:

· has great potential for export growth;

· is relatively unaffected by domestic economic cycles;

· will not move interstate or off-shore; and

· generates economic benefits that are largely captured within the State.

3.2 Assessment of the economic contribution of the higher education sector

3.2.1 Introduction

Cabalu, Kenyon and Koshy
 note that the economic contribution of the higher education sector can be measured in three major ways:

1. The income and employment generated through teaching and research activities (including the generation of export income);

2. The enhancement of human capital through the education of university graduates; and

3. The creation of wealth through spillover effects to government and business of its research and development activities. (Cabalu et al, p v)

Their methodology for assessing the economic impact of higher education nationally can be applied at a State level, although it must be acknowledged that an unknown proportion of the impact will be realised outside of the State borders.

A similar conceptual approach was adopted by the South Australian Centre for Economic Studies (SACES) and Shaun McNicholas and Associates in their 1996 paper for the South Australian Vice-Chancellors’ Committee
. That paper also noted the less tangible benefits to the State in terms of:

· research and commentary on local issues;

· opportunities for the wider community to engage with contemporary issues and ideas; and

· access for the community to public lectures, performances and other university sponsored activities. (SACE et al, pII)

3.2.2 Assessing the Direct Economic Impact of the South Australian Universities

The direct economic impact of the universities goes beyond the people they employ to the goods and services purchased by the institutions themselves, their staff, students and visitors (Cabalu et al, p14). We can estimate each of these factors.

University expenditure

The South Australian universities spent over $700 million in 1999. Salary and salary related expenditure accounted for 61% of this.

Table 3.1: University Expenditure 1999 ($’000)

Salaries and related expenditure
Other expenditure
Total

Adelaide
165,956
136,538
302,494

Flinders
100,033
50,531
150,564

UniSA
166,153
87,251
253,404

Total SA
432,142
274,320
706,462

Consultancy earnings of staff

The expenditure on salaries in table 3.1 does not capture the external earnings of university staff from consultancy and professional practice of various kinds. Cabalu et al estimated a figure of $2,218 for each equivalent full-time academic staff member in 1998. Updating this to about $2,280 for 1999 and applying it to the 2,375 FTE (non casual) academic staff in South Australia in 1999 gives an estimate of $5.4 million.

Student Expenditure

Again following the methodology of Cabalu et al, we can estimate student expenditure in the following way.

Student living expenses

The living expenses of South Australian students can be disregarded, because they would have been incurred whether or not the individuals were at university. However we do need to take account of the living expenses of the 2,919 on-shore international students in 1999. Updating the average figure used by Cabalu et al to 1999 gives an estimated annual living expenditure per international student of $12,900 and a total of $37.7 million.

Student expenditure in undertaking studies

Excluding fees and charges (which are counted in the figures for the universities), there is an estimated annual expenditure of around $950 per student in books, materials, etc required for study. This suggests a total of about $46.6 million, of which $2.8 million is attributable to international students.

Visitors of International Students

Once again updating the average figures of Cabalu et al, we can estimate that $27.4 million was spent in 1999 by the visitors of international university students in South Australia. Not all of this would necessarily be captured in South Australia, but we include the full estimate for consistency.

Conferences and Related Activities

Cabalu et al did not include the expenditure of participants in conferences and related activities organised by universities. It is legitimate to include this for our purposes on the assumption that the expenditure would not have occurred in the absence of the universities. SACE et al estimated that a figure of $700,000 from this source in 1994. As a round figure we assume $1 million in 1999.

Summary of Direct Economic Effects

In summary the direct economic effects total $824.5 million as shown in table 3.2.

Table 3.2: Total Direct Economic Impact of SA Universities, 1999
Source
$ million

University Expenditure
706.4

External earnings of university staff
5.4

International student living expenses
37.7

Student expenses in studying
46.6

Visitors of international students
27.4

Conferences and related activities
1.0

Total
824.5

Direct export income

We can estimate the direct export income generated by the universities (which is included in the above figures) by assuming that:

· the only source of export income from the universities is international students (an underestimate); and

· all expenditure from international students and their visitors is sourced from overseas, less a small proportion generated while studying under the limited conditions allowed on student visas.

· This has been estimated at about $30 per week per student on average in 1996 (Baker et al 1996, quoted in Cabalu et al).

Using this approach, we estimate that the net export income earned by South Australian universities in 1999 was $113 million. The calculation is shown in table 3.3.

Table 3.3: Direct Net Export Income of SA Universities, 1999
Source
$ million

International student expenditure incurred to undertake study in SA universities
2.8

University fees
49.2

Other living expenses while in SA
37.7

Visitor’s spending (may not all be captured in SA)
27.4

Subtotal
117.1

Less income earned by international students in SA
- 4.0

Total
113.1

If the estimate of visitor’s spending is excluded, the total is $85.7 million, which compares with an estimate of $82 million by Australian Education International.

3.2.3 Assessing the Enhancement of Human Capital

Cabalu et al estimated that the Australian university system added approximately $9.267 billion in expected after-tax lifetime earnings (net of initial costs) to its 1997 graduating class, or $69,486 per domestic graduate (in net present value terms). Details of their methodology are contained in their report for the Business/Higher Education Round Table (BHERT).

If we accept an estimate in the order of $70,000, then the net human capital impact of the South Australian universities is approximately $716 million annually.

3.2.4 Assessing the Spillover Effects of Research Output

There are several different approaches to the estimation of the spillover effects of university research output. The BHERT study finally adopted a mid-point estimate which implied a multiplier of 1.9 times the direct income for university research. Adopting this estimate for South Australia provides an estimate of $197 million.

3.2.5 Annual Economic Impact of the South Australian Universities

The total annual direct and indirect economic impact of the South Australian universities, estimated using the methodology of Cabalu et al, is summarised in table 3.4.

Table 3.4: Total Direct and Indirect Economic Impact of SA Universities, 1999
Source of Economic Impact
$ million

Direct impact of expenditure by universities, staff and students
825

Net human capital formation through teaching
716

Spillover effects on industry from university research
197

Total dollar value of economic impact
1738

If the human capital effects are excluded, the total estimate is $1.02 billion. This is broadly consistent with, but slightly more conservative than the figure of $1.05 billion for 1994 produced by a different methodology by SACES et al in their report for the South Australian Vice-Chancellors.

This economic impact and its components can be compared with other sectors of the SA economy and to the size of the State economy as a whole. Key points of note include the following:

· The universities’ direct expenditure of over $700 million per annum is equivalent to 1.74% of the Gross State Product of $40.5 billion
.

· The universities employed 5,788 staff in 1999 (excluding casuals), about 1% of total employment in the State. This is more than three times the number employed in mining establishments, for example.

· The estimated export income of $113 million in 1999 was the equivalent of 71% of the value of meat exports and 63% of wool exports from the State.

3.3 Potential areas of enhanced contribution to the economic and social well-being of the State

3.3.1 Areas of potential competitive advantage

The creative application of new knowledge will be one of the main sources of future competitive advantage, both in existing industries and in emerging industries. A thriving higher education industry therefore can make a vital contribution to the success of a wide range of other industries. The success of the wine industry in South Australia is due in no small measure to the effective integration of university research and teaching with other aspects of competitive advantage in the wine industry itself.

The greatest potential probably lies in:

· identifying a limited number of high knowledge content industry sectors in which South Australia already has, or can realistically develop, a critical mass of innovative enterprises; and

· ensuring that the higher education industry engages closely with business in these sectors and that they become priorities for teaching, research and development.

This approach stresses the interaction between business and higher education, and does not see higher education on its own as a driver or creator of innovative industry. In our consultations, the following industry sectors were identified consistently as potential priorities in this context:

Wine;

Biotechnology, especially smart applications rather than big ‘breakthroughs’;

Water;

Aquaculture; and

Defence industries.

Other potential priorities included applications of signal processing (in addition to defence industries) and nanotechnology.

3.3.2 Expanding the higher education industry

The higher education industry’s potential for growth in its own right may be just as significant as its potential contribution to other industries. If the industry is able to take up its opportunities and overcome its threats, there is potential for continuing growth in research and international fee-paying students.

As noted in section 2.5.1, if South Australia’s share of fee-paying overseas students across all educational sectors were to increase to roughly equal the State’s population share it could involve an increase to 13,000 on-shore international students annually, with approximately 7,000 in higher education.

Growth of say, 3,000 on-shore fee-paying overseas students in higher education would boost the export value of the higher education industry by $85 to $90 million. This figure would be increased further by the potentially very rapid growth of off-shore enrolments.

In relation to research, if the current proportional rate of growth could be maintained, total higher education expenditure on R&D in the State could more than double over the next five years, rising in the order of $350 million.

3.3.3 Developing enterprise

An important aspect of the contribution of the higher education industry to the State is the development of new enterprises and the encouragement of an entrepreneurial culture. This area was highlighted during our consultations as one in which some innovative activities are under way, but in which there is also potential for an enhanced contribution. Options are discussed in Chapters 5 and 6.

3.3.4 Physical and social infrastructure

The higher education industry plays a major role in what might be called the physical and social infrastructure of the State.

In physical terms, the buildings, grounds and facilities of the universities are substantial and diverse, and in many places form the catalyst for other physical infrastructure developments. This has been particularly evident in places such as Mawson Lakes, where university infrastructure has underpinned a much broader development. There are numerous examples in Australia and other countries of universities working collaboratively with local authorities and industries to establish or re-develop the physical infrastructure of an area in a way that has benefits for all parties.

In social terms, it is impossible to quantify the value generated by the higher education industry. At the most fundamental level, one of the core purposes of higher education is to generate a well-educated, informed and engaged citizenry and work force. At other levels, higher education institutions contribute to the analysis of key issues in the State, to the development of policy and law, to the maintenance of key social infrastructure such as hospitals and schools, and to the enrichment of the cultural and recreational life of South Australians.

In turn, high quality physical and social infrastructure is the key to attracting and retaining industry and well-qualified people. At a very basic level therefore, the higher education industry is vital to the economic and social well-being of the State.

There are numerous examples internationally of the potential role of higher education institutions, in collaboration with other agencies and enterprises, in the development of physical and social infrastructure. The are particularly graphic recent examples in Scotland (eg Glasgow, Lanarkshire), Ireland (eg Limerick), and the US (eg New London, Connecticut).

3.3.5 Regional SA

The physical and social impact of the higher education industry reaches well beyond the boundaries of Adelaide. The universities have physical presences in a several regional areas and teach individual students across a wide geographic spread. They make a very wide range of contributions in the regions, especially in relation to rural industries, health services, and indigenous communities.

During our consultations it was argued that there is potential to increase the regional contribution of higher education and indeed for higher education to form a key element of regional advancement. It was noted that the qualifications profile of regions such as Whyalla, Port Augusta and Port Pirie are heavily skewed toward unskilled and basic vocational skill categories compared with the rest of the State.

It is true that higher education institutions can be very effective agents in regional development, especially in partnership with government or other stakeholders for whom regional development is a key priority. However, it is unrealistic to expect higher education institutions on their own to enter into uneconomic activities solely because of their regional benefits. For this reason, the regional contribution of higher education is most likely to be enhanced through partnerships of government, industry, regional communities and higher education institutions.

________________________________________

4 Developments in the role of State Governments

4.1 The increasing significance of State Governments for the higher education industry

While the Commonwealth Government remains the principal source of funds for higher education institutions, State governments around the country are becoming more significant players in the industry.

4.1.1 State investment in research and innovation

In part this development reflects growing policy support for State government investment in research and innovation in order to develop new industries and gain competitive advantage in the knowledge-based economy. Of course this is not entirely new. In South Australia for example the State Government contributed with CSIRO and Adelaide University to the $72 million Waite co-location project in the early 1990s. More recently, in Queensland and Victoria the State Governments have made very substantial funding commitments to research and innovation. Similar, more modest measures are proposed by the new Western Australian State Government. All State governments, including South Australia’s, are currently actively engaged with their universities in developing responses to the Commonwealth’s Innovation Action Plan.

One of the direct consequences of a State government’s investment in higher education research is to draw additional Commonwealth funding into the State (and, therefore, away from other States). There are three reasons for this.

First, much of the Commonwealth funding for university research and research infrastructure is formula driven. Research income, including from State governments, is one of the main elements in the formulae. Recent policy changes make this effect even more significant. Under current arrangements, each dollar of State funding for university research attracts 17.6 cents of Commonwealth funding across all programs. From 2002, each dollar of State funding will attract 48.1cents from the Commonwealth.

Second, many of the Commonwealth’s application based research funding programs require matching funding from other sources. State government investment is likely to be an integral part, for example, of the new centres of excellence and major national research facilities announced in the Innovation Action Plan.

Third, by investing in research infrastructure, States are able to attract high quality researchers and research teams. These researchers bring their existing Commonwealth research funding with them, plus their potential to generate further funding in the future.

Infrastructure Attracts Drug Discovery Team to Queensland

A recent example of this effect is the move of Mark von Itzstein, creator of the anti-influenza drug Relenza, from Victoria to Queensland. He will head the new Centre for Biomolecular Science and Drug Discovery at Griffith University, working in a purpose built $13 million facility jointly funded by the University and the Queensland State Government. Von Itzstein is reported as saying he was attracted to Queensland by the “enthusiasm and leadership in biotechnology investment shown by the University and the State Government” (Campus Review, March 28-April 3, 2001)

4.1.2 The New Tax System

The capacities and willingness of States to play a more active 'investment' role in their own economic infrastructure has potentially been boosted by the new national taxation system which provides States with the prospect of a growing tax base through the GST. This should provide a secure revenue stream with which to finance long term productive investments in State infrastructure. The new tax system highlights the direct link between economic growth and State revenue and may therefore play a role in shifting the thinking of State governments further toward strategic investment in the long-term drivers of economic growth – one of which is the education system.

However, the direct revenue impact of the new tax system for the State should not be overstated. Under the ‘Inter-governmental Agreement on Commonwealth-State Financial Relations’ States are guaranteed that they will be no worse off under the new arrangements, even after the amendments to the GST required by the Senate. South Australia is expected to receive ‘top up’ funding until 2005-06, meaning that there will be no positive cash benefit to the State from the new tax system until 2006-07.

By providing a growth tax to the States and reducing other forms of taxation, the Commonwealth is also effectively trading away some of its potential future revenue stream. It is possible that this will lead to greater pressure on the States to play a stronger role in areas that are currently the primary responsibility of the Commonwealth.

4.1.3 Potential de-regulation and increased private higher education

The potential entry of additional private higher education providers and possible future moves toward de-regulation in the higher education sector are also likely to increase the role of the States in higher education. State Governments have the responsibility for accreditation and approval of higher education courses offered by private providers and for the recognition of universities. The Ministerial Council on Employment, Education Training and Youth Affairs (MCEETYA) has agreed on a protocol for the performance of this role. MCEETYA has also played a direct role in the arrangements for the new Australian Universities Quality Agency and the States will have three representatives on the board of the agency.

4.2 Details of developments in other States

4.2.1 Western Australia

In Western Australia the challenge has been expressed clearly in the recent report by the Technology and Industry Advisory Council (TIAC), Drivers and Shapers of Economic Development in Western Australia in the 21st Century. In a way that is also pertinent to South Australia, the Council argues that Western Australia’s unbalanced structure of trade and production is the first of three key challenges to its future success:

Even for an economy with such a rich resource base as Western Australia's, heavy reliance on the resource industries is unlikely to provide a passport to prosperity in the emerging knowledge economy...Western Australia's trade structure is suggestive of an economy competing mainly via exchange rates and wages, rather than through technology and innovation - with declining terms of trade and negative implications for employment and living standards. (TIAC p2)

The Council goes on to argue as follows.

Thus a central goal of policy in Western Australia over the next decade or so should be to build a much more diversified economy, with growing capabilities in areas which will thrive in the global knowledge economy. There appear to be many opportunities to do this by, for example:

· Identifying and building on existing strengths in engineering and technical services, wine and related lifestyle developments, remote sensing and mapping, shipbuilding and marine engineering, information technology, education and health services;

· Identifying and pursuing amenity driven development, such as lifestyle, location and knowledge economy investments, tourism and eco-tourism;

· Identifying and further developing time zone related opportunities, by encouraging the operations of global business in the East Asian time zone to locate in Western Australia, Western Australian businesses to operate in those markets, and the intensification of the whole range of trade and services activities;

· Developing environmental industries, and the production and processing of clean, green food and other products; and

· Identifying and exploiting emerging technologies, such as e-commerce and the Internet, biotechnology, nanotechnology, microproducts, new materials and rare earths.

Some of these areas of opportunity for economic diversification are already the subject of Government strategies, but the rapid emergence of the knowledge economy, the consequent need for structural change and the potential significance of environmental drivers suggest that accelerated efforts to broaden the structure of the Western Australian economy are likely to be necessary.

It is notable that TIAC has recently argued that the WA State Government should play a direct role in resourcing and promoting Perth as a "Knowledge Hub".

As globalisation accelerates, key cities around the world are becoming 'Knowledge Hubs'. The characteristic of such hubs is the clustering of large numbers of education, training and research organisations together with strong linkages to industry, technology parks and research and development infrastructure.

With appropriate Western Australian Government leadership, support and resourcing, Western Australia needs to develop, brand and promote Perth as such a Knowledge Hub. (TIAC, Export of Western Australian Education and Training, p1)

The new WA State Government has announced the establishment of a $50 million ‘Innovate WA Fund’ which reportedly will support initiatives such as:

· scholarships for postgraduate study;

· science and technology fellowships, industry placements and research grants;

· grants for firms to engage graduates and for specific R&D projects;

· matching funding support for successful applications for Commonwealth research grants.

A specific recent initiative of potential interest to South Australia is the formation of a WA “Global Health Alliance’. This alliance is a consortium of the four WA public universities, IDP Education Australia, TAFE, the WA State Government, and some public and private sector organisations. Its purpose is to attract and manage aid-funded projects in the health sector from around the world. Alliances of this sort warrant consideration in South Australia.

4.2.2 Queensland

For several years now, the Queensland State Government has been pursuing its high profile ‘Smart State’ strategy. A particular focus of this strategy is biotechnology, with a stated ambition for Queensland to become “the biotechnology hub of the Asia Pacific Region” (Budget Speech 2000-01).

The State Government has committed $270 million to a ten year plan for investment in bioindustries, starting with a major investment in relevant research infrastructure in the State’s universities and medical research institutes.

Latest Qld initiatives in the higher education sector

Specific initiatives in the higher education sector announced in the most recent State budget include:

· A further $6.7 million toward the construction of the $100 million Institute of Molecular Bioscience at the University of Queensland;

· $3.3 million for the construction of the $13 million Centre for Biomolecular Research and Drug Discovery at Griffith University;

· $2.5 million for collaborative research and educational projects with the Smithsonian Institute under an MoU with Queensland;

· $3.9 million for Coooperative Research Centres;

· $5.5 million as part of a $10 million program to enhance supercomputing facilities at the University of Queensland;

· $1 million to establish a Creative Industries and Design Precinct at the Queensland University of Technology; and

· An additional $1.6 million for the establishment of a Biotechnology Innovation Fund.

4.2.3 Victoria

The Victorian State Government has developed a ‘whole of State’ initiative in Science, Technology and Innovation (STI) involving $310 million over five years. The STI initiative involves a range of organisations and agencies, coordinated by the Department of State and Regional Development and informed by the Premier’s Knowledge, Innovation, Science and Engineering Council. This Council is chaired by the Premier and comprises leading members of the research, business and academic communities, together with senior Government Ministers.

Main programs under the Victorian STI initiative

· Bio21: A $400 million precinct in Melbourne to create “a world-leading cluster of medical and scientific research institutes in the burgeoning biotechnology industry”. The Victorian Government has provided $50 million.

· Technology Commercialisation Program: $20 million to enhance the commercialisation of research within Victoria, including seed capital and access to business support. A specific element is ‘Biocomm’ which will support commercialisation of research outcomes in biotechnology and related fields.

· STI Infrastructure Grants: Round one grants of $54 million have been provided to date to universities and research institutes in areas of R&D and innovation strength.

· Science in Schools: A strategy to boost participation in science at levels up to year 10.

5 Alliances to strengthen the contribution of the South Australian higher education sector

5.1 Alliances between South Australian institutions

5.1.1 The extent of existing alliances

While the three universities clearly compete in many areas, there is also a high degree of collaboration. The strongest alliances exist in the research area, where there are excellent working relationships between the relevant senior representatives of the three institutions. There are many examples of collaborative research projects, joint use of research infrastructure, and joint approaches to funding agencies. The level of collaboration in relation to the purchase and construction of major research infrastructure is particularly strong. In our experience the extent of research alliances is as great as in any other part of the country.

Alliances are also being developed between Flinders and UniSA to share ‘back office’ administrative functions in order to reduce administrative costs. Adelaide may also join this alliance.

The Universities’ libraries have cooperated on the introduction of an Integrated Library Management System (ILMS). ILMS comprises software to manage library operations ranging from the library catalogue to journal subscriptions. The co-operation between the Universities has allowed a pooling of expertise and given critical mass in contract negotiation. The libraries anticipate continuing co-operation as the system is commissioned into public operation in January 2002.

While international student recruitment is unavoidably competitive, the three universities are part of the alliance of Education Adelaide to boost generic marketing and to conduct market research.

Alliances between the three universities are arguably weaker in relation to teaching, although there are some specific examples of shared courses and rationalisation of programs with small enrolments.

5.1.2 Is there a case for institutional amalgamation or restructuring?

The Board of SABV 2010 has raised the question of whether a case exists for any form of restructuring of South Australia’s universities. The Board’s interest in the issue is motivated by its desire to increase recognition for Adelaide as an “education city”, to enhance the quality and scale of effort in key areas, and to maximise the returns on South Australia’s educational resources.

There is a wide range of possible forms of restructuring and a correspondingly wide range of costs and benefits. The range of forms includes:

1. full amalgamation of all three universities to form a single new institution;

2. amalgamation of two of the three universities to form a new institution;

3. amalgamation of two of the three universities plus some rationalisation with the other institution;

4. 'federation' of the three universities;

5. consolidation of some activities into one of the universities, eg to create a single ‘centre of excellence’ in the State;

6. consolidation of some activities into a new organisation separate from any one of the universities, eg a stand-alone business school; and

7. rationalisation of administrative and support functions and infrastructure across the universities.

The first four forms of possible restructuring would all involve substantial organisational, cultural, legal and political changes. The remaining three forms, which are not mutually exclusive, involve more specifically focussed change.

Australia has experience of each of these forms of possible restructuring.

Amalgamation

There have been two major periods of institutional amalgamations, most recently in the late 1980's and early 1990's. All three South Australian universities were involved in amalgamations in that period (Adelaide in relation to Roseworthy Agricultural College and the city campus of the South Australian College of Advanced Education (SACAE); UniSA in relation to SACAE and the South Australian Institute of Technology; and Flinders in relation to the Sturt campus of the SACAE).

The Commonwealth Government argued at the time that:

Larger institutions offer the potential for significant educational advantages. For students they have the potential for access to a more comprehensive range of courses and program options, greater scope for transferring between disciplines with maximum credit, and better academic and student services and facilities. For staff, there is the potential from the wider range of courses and programs for enhanced promotional opportunities and professional contacts, more flexibility in the arrangement of teaching loads and an enriched research and scholarly environment.

For the institution as a whole, there are opportunities for improved utilisation of academic resources and for areas of specialisation to be identified and strengthened while, at the same time, providing a broader range of educational offerings. (Dawkins, 1988, p 43)

The focus at that time was particularly on the 21 institutions that had fewer than 2,000 equivalent full-time students (EFTSU). The Commonwealth noted evidence that these very small institutions “spend a significantly greater proportion of their budgets on administration and related costs” (Dawkins, 1988 p44). Beyond that size the relationship between student numbers and efficiency was considered less clear cut and the argument for amalgamation rested principally on educational grounds. As an indicative benchmark, it was suggested “at around 8,000 EFTSU there is the basis, in terms of both staff numbers and resources, to provide a wide range of programs and study options while maintaining a comprehensive research infrastructure”. It was noted that these characteristics begin to emerge in institutions larger than 5,000 EFTSU.

In 1999 all three South Australian universities exceeded 8,000 EFTSU. The smallest, Flinders, enrolled 8,760 EFTSU.

During our consultations three possible models of amalgamation for South Australia were raised:

1. Consolidation of all three universities into a single institution;

2. Consolidation of Flinders and Adelaide;

3. Consolidation of Flinders and Adelaide plus some rationalisation of programs with UniSA and possibly TAFE.

Among those who supported some form of amalgamation in principle, the majority favoured some form Flinders/Adelaide consolidation, rather than the single institution model. The main reason for this was the perceived difference in focus and mission between UniSA on the one hand and Flinders and Adelaide on the other.

Federation

There was only one federated university in Australia: the University of Western Sydney (UWS). UWS was formed by the federation of three existing institutions with strong pre-existing identities and cultures, which of course would be the situation if the three South Australian universities were to federate. Until recently UWS tended to function as three separate institutions with an additional layer of central administration. It has now moved to consolidate into a single, multi-campus university.

Consolidation/rationalisation

There are numerous examples of consolidation and rationalisation of both academic and non-academic functions between universities. There has been an increase in such developments in recent years, principally as a result of resource pressures and increasing competition. For example, collaborative use of expensive research infrastructure is common, programs of small enrolment in areas such as physics and languages have been rationalised between universities, and there is significant collaboration and rationalisation across university libraries.

Possible factors supporting a case for restructuring

There are at least four possible types of factors on the positive side of the ledger in a case for any restructuring:

1. standing and recognition;

2. educational benefits;

3. economies of scale and economies from rationalisation; and

4. synergies (teaching, research, commercial).

1 Standing and recognition

One possible motivation for substantial restructuring would be to raise the national and international profile of the institution/s or parts of institutions involved. This would be consistent with the ambition for Adelaide to be recognised as a centre of excellence in tertiary education. As the analysis in Chapter 1 showed, at the moment all three universities are in the mid-range of Australian higher education sector and are small and of limited standing in international terms. Furthermore, they are losing share of Australian students and on-shore international students. Flinders and Adelaide are both losing share of all international fee-paying students and higher degree research students (although this could turn around as a result of the new formulae). A bold, major restructuring arguably could increase the scale and visibility of the higher education enterprise in South Australia, with potential direct benefits in terms of increased international and national interest from students and industry and from high quality staff.

By way of illustration, table 5.1 shows the scale of the three universities combined and a consolidated Flinders/Adelaide, relative to the scale of each individual university and the largest Australian university on each indicator. A single combined university would be the largest in the country in terms of student load, and the fifth largest in terms of research income. A Flinders/Adelaide combination would be the eighth largest in terms of students and still the fifth largest in terms of research.

Table 5.1: Scale of Possible Consolidated Institutions in South Australia
Entity
Total student load

(EFTSU 1999)

(ranking in brackets)
Funded student load

(EFTSU 2000)


Research income

($ million, all sources, 1998)

(ranking in brackets)
Operating Revenue

($ million, 1998)



Total 'SA Uni'
39,124 (1)
31,495
84.9 (5)
664.8

Flinders + Adelaide
20,432 (8)
17,075
70.4 (5)
422.4







Flinders
8,760 (28)
7505
21.4 (11)
148.6

Adelaide
11,672 (21)
9570
49.0 (7)
273.8

UniSA
18,692 (10)
14,420
14.5 (15)
242.4







Largest uni in category
Monash: 32,387
Monash: 22,870
Melbourne Uni: 95.8
Uni of Sydney: 628.6

2 Educational benefits

The educational benefits of amalgamation identified in the White Paper most obviously apply where a very small institution joins with one or more significantly larger ones. The benefits would be of a lesser scale, but still non-trivial, in an amalgamation of two or all of the South Australian universities. Depending on the form of the merger there would be specific synergies available in particular fields of teaching and research. Notwithstanding existing levels of cooperation between the universities, full consolidation of major facilities like libraries could be expected to deliver a higher level and range of services. There would be more opportunities for cross-disciplinary teaching and a wider subject choice for students. There would be opportunities to achieve more effective levels of ‘critical mass’ in research teams. There would be a wider range of research opportunities and potential supervisors for research students, and so on.

3 Economies of scale and efficiencies from rationalisation

Perhaps the greatest single challenge confronting all three universities as they stand is to find sufficient untied resources to pursue the innovations in programs and delivery necessary to become more competitive. As noted in Chapter 1, each of the universities has operated in recent years with declining financial safety margins well below national benchmarks. In this situation any option which potentially frees up significant resources must be given due consideration.

Increases in scale and rationalisation of services and infrastructure would inevitably yield savings that could potentially be re-invested in more productive activities. The precise extent of those savings obviously would depend on the nature and extent of the restructuring. In 1999 each one percent saving on administration and other general overheads would have been worth almost $1 million to an institution combining all three universities, and around $670,000 to a combined Flinders/Adelaide.

There is no straightforward way to get a handle on the potential economies of scale. Table 5.2 looks at expenditure in areas other than academic activities and research and compares the proportion of expenditure in the three South Australian universities with the collective average for the seven universities that are each larger than 20,000 EFTSU. (This would be the size of a combined Flinders/Adelaide.) It must be emphasised that statistics in this area are subject to definitional problems, in particular because the same activity may be classified in different ways at different universities
. The figures should therefore at best be regarded as indicative of the scale of expenditure outside of direct academic activities and research, including libraries, buildings and grounds, student services, administration, etc.

With these caveats, the data indicate that the average for the largest universities was below the average for the South Australian universities. Put another way, the largest universities appeared to spend a higher proportion of their budgets on academic activities and research.

Table 5.2: Proportion of expenditure in areas other than Academic Activities and Research
Entity
Proportion of operating expenses in areas other than academic activities and research, 1998

Collective average of SA universities
40.5%

Collective average of universities > 20,000 EFTSU
34.7%

Source: DETYA finance statistics 1998, (universities only, not consolidated enitities)
Regardless of the comparability of the recorded figures in this area, the key point is that a relatively small proportional saving can yield substantial resources in a larger organisation. For example, if the average of the large universities had applied to a single SA university in 1998, there would have been an additional $37.3 million to spend on academic activities and research. If the average had applied to a combined Flinders/Adelaide, there would have been an additional $25.3 million for academic activities and research in that institution. Again it must be stressed that no firm conclusions can be drawn about the potential economies of scale without an extensive and detailed analysis.

Another angle on the issue of potential economies of scale can be gained by looking solely at expenditure on administration and other general institutional services. The data are shown in table 5.3.

Table 5.3: Proportion of expenditure on administration and other general institutional services
Entity
Proportion of operating expenses on administration and other general institutional services, 1998

Adelaide
10.9%

Flinders
11.6%

UniSA
11.1%

Collective average of universities > 20,000 EFTSU
13.0%

Source: DETYA finance statistics 1998, (universities only, not consolidated enitities)
This table indicates that on this more specific measure of expenditure on administration and other general services, the three South Australian universities spent a lower proportion than the collective average of the largest institutions.

This serves to underline the cautions expressed in relation to conclusions about potential economies of scale. The strongest arguments for amalgamation may well lie in areas other than the possible efficiency gains.

4 Synergies

There are undoubtedly further opportunities to be found through more effective structuring and collaboration in complementary or overlapping areas of teaching, research and commercial endeavour. The SABV 2010 Board has drawn attention in particular to IT and business. There have been discussions and some tentative steps taken in these and other areas. There would need to be a high level of cooperation and involvement from the three universities in order to identify the full scale of potential opportunities of this type.

Possible factors against restructuring

The possible factors on the negative side of the ledger in assessing any case for restructuring include:

1. transitional costs - the direct financial costs involved and the opportunity costs of the disruption and effort involved in effecting the transition;

2. cultural differences - differences in organisational and academic cultures were one of the most significant and enduring barriers to realising the benefits of the last round of amalgamations;

3. loss of identity and brand - if institutions or parts of institutions change their title, there is an issue of potential loss of existing brand recognition, especially in the international market place;

4. loss of competition and choice within the State - the extent to which this factor is a real concern would clearly depend on the scale of restructuring and any rationalisation of activities;

5. dis-economies of scale - it could be argued that in some instances larger entities are actually less efficient and responsive. More difficult to realise economies of scale in multi-campus institutions

There may of course be significant political barriers to any substantial restructuring proposal.

1 Transitional costs

All mergers incur transitional costs involving both direct costs and indirect costs such as lost productivity during the transitional period. The more complex the restructuring, the higher and more sustained these transitional costs would be. There is some anecdotal evidence from the higher education sector that transitional costs are greater and last longer where mergers are forced rather than sought by the constituent institutions.

2 Cultural differences

There are significant cultural and identity differences between the three universities. These differences appear to penetrate deeply through each institution. At the very least this would introduce tension and suspicion into any major restructuring and would extend the period before the full potential benefits were realised.

3 Loss of brand

One of the key motivations behind any major restructuring would be to create a more prominent ‘brand’ that would be more competitively placed in the national and international market places. Balanced against that objective must be an acknowledgement that there is substantial value in the brands of the existing institutions that could be partly lost. Apart from the loss of market positioning, there are potential issues for current and former students who entered or graduated from an institution whose name may not continue.

4 Reduced competition

The most frequently raised argument against major institutional restructuring during our consultations was that it could reduce productive competition in the industry. Individuals were able to cite instances where an institution had introduced a course or an area of speciality in order to attract students, in a way which enhanced diversity and improved student choice and outcomes for employers. Similarly, there was a view that consolidation of programs could reduce this diversity.

Set against this view was the argument that competition comes equally, if not more strongly, from interstate and international institutions and hence would not be greatly affected by changes in institutional arrangements within the State. There is also a perception that competition within the State has encouraged unproductive duplication of activities.

5 Dis-economies of scale

As noted above there is no straightforward way of getting a handle on potential economies of scale. There would certainly be some potential savings from consolidation in administrative and non-academic areas, as demonstrated by the current efforts of the universities to collaborate on back office functions. Savings in the academic and research areas are less certain and would be dependent on decisions about the range of courses to be provided and research activities to be supported.

There is also an argument that there may be potential dis-economies of scale, for example if decision making becomes slower and less flexible in a larger institution or if there is a reduction in student satisfaction in a university with larger class sizes and a more ‘impersonal’ atmosphere.

A key consideration is the extent to which it may be possible to realise economies of scale without full institutional consolidation, for example through shared services and collaboration in specific teaching and research endeavours.

Political barriers

Our consultations indicated that there is currently insufficient political support within the State Government for legislation to merge the universities under either a one institution or two institution model. While there may be some support for change in principle, it seems unlikely that there would be majority support in both houses of Parliament, at least in the short to medium term.

5.1.3 Our view

Our assessment is that there is a case for institutional restructuring in South Australia, but that it is not a completely overwhelming one. Given the different mission, scale and positioning of UniSA relative to the other two universities, we find the case most persuasive for a consolidation of Flinders and Adelaide, possibly with some rationalisation of programs with UniSA. There is also an argument that warrants consideration that only an amalgamation of all three universities could provide the full range of potential benefits from merger.

However, given the legitimate counter arguments, the entrenched cultural barriers to such a merger, and the political constraints, we would not recommend that the Board of SABV 2010 pursue amalgamation as an immediate priority or establish a fixed position on the issue without more detailed consideration of all of the relevant factors. In our view, it is likely that more positive outcomes for the universities and the State can be achieved faster and with less angst through other initiatives. Over time some of these initiatives may make the environment more favourable to institutional restructuring, and the case for restructuring could strengthen if the threats identified in Chapter 1 gather force.

The remainder of this report therefore deals with possible initiatives other than comprehensive institutional restructuring. We believe that these initiatives should be seen as part of a strategy to develop the higher education industry in the State and to optimise the contribution that the higher education industry can make to other industry sectors. Any form of major institutional restructuring should be left to emerge – or not – from the working through of that strategy.

5.1.4 Options for alliances between higher education institutions

Alliances outside of the State

Given the constraints inherent in the nature of the South Australian economy and demographic outlook, the most significant potential boost to the State’s higher education industry may be found through alliances outside of the State. As noted previously, each of the universities is pursuing such alliances, but as competition increases even more substantial relationships will need to be considered.

These relationships could be with other universities in Australia or overseas – indeed even cross-State or cross-nation mergers should not be ruled out. State borders are not a barrier to research or educational delivery, nor should they be seen as barriers to organisational arrangements. At a sub-institutional level there are potential forms of alliance that have not yet been fully tested anywhere in Australia, such as shared courses, licensing and ‘franchising’ of courses, joint international staff appointments and so on.

Alliances also need not be only between universities. For example, links between universities and technology partners are becoming increasingly important for operation of institutions and the delivery of programs both on and off campus. In the future, the convergence of education and media may lead to cross-industry alliances of great significance. Major enterprises in all industries, especially those with large and dispersed workforces, are potential partners for universities in education and training.

Centres of Excellence

A more familiar form of alliance is that between one or more institutions to create a ‘centre of excellence’ in a particular field. Such alliances emerge from time to time as a result of financial or competitive pressures or in response to a perceived market opportunity. It is likely that they would emerge more often if not for the cultural and organisational barriers to collaboration that exist between universities. There are also often quite modest up-front financial impediments that nonetheless serve as major obstacles. In order to facilitate collaboration of this sort it is common for Commonwealth funding agencies to require cross-institutional approaches for some forms of funding support. In programs such as the Cooperative Research Centres, industry participation is also required.

Business and Management

One of the higher education issues that has been discussed extensively within SABV 2010 is the provision of business and management education in the State and in particular the options for creating a ‘world class’ business/management school in the State.

We discussed this issue with relevant individuals during our consultations. Key points to emerge include:

· The two business schools in the State deliberately target different segments of the market with different positioning strategies.

· There appears to be a positive and sustainable market response to these arrangements.

· A genuinely ‘world class’ centre would not be achieved simply by merging the two schools. It would require recruitment of a number of internationally recognised staff and development and marketing of new programs. For this to be sustainable there would need to be a large and continuing market prepared to pay high fee levels. This would be very difficult to establish in South Australia, in competition with better positioned schools in Melbourne and Sydney.

In summary, the view from both the market place and the providers is that there is not an adequate business case for a merger of the two schools and that a genuinely ‘world class’ business school for Adelaide is an unrealistic aspiration.

An alternative line of thought is to identify one or two highly specialised areas of business/management education in which South Australia has a realistic chance of establishing a leading position. The area or areas would most likely to be linked with leading industries in the State. A small number of flagship programs could be developed in the area/s, especially if government and industry support were available. These programs would help to brand and increase the visibility of business/management education in the State across the board.

Identification and development of such an area of specialisation could be an element within a broader framework for the development of the higher education industry. This is discussed in section 5.2 below.

Information Technology and Telecommunications

This is another area that has been discussed extensively within SABV 2010. Since the issues were first raised the IT&T Consortium has been established to facilitate collaboration and communication between universities and industry. The State Government has provided effective support, albeit limited, through the funding of a small number of professorial chairs. There appears to be a substantial degree of interaction between the parties and a reasonable degree of employer satisfaction with the quality of the IT&T graduates.

However there does appear to be a continuing gap in communication between the universities and the State Government in relation to IT strategy – which we understand was one of the initial concerns of SABV 2010. For example, we were advised that the IT&T Consortium had not been involved with the development of the State Government’s August 2000 Information Economy 2002 Statement and there was a relatively low level of awareness of this statement among senior university representatives. Information Economy 2002 is described as “a comprehensive agenda for action”, but it does not clearly articulate the role for the higher education.

There are also the same workforce issues in the IT&T industries in South Australia as there are in the rest of Australia and many other countries: an overall skills shortage, critical shortages in some specialities, and high rates of labour mobility across enterprises and between countries.

Again the pragmatic assessment that emerged from our consultations is that, while South Australia has and must retain significant strength in IT&T education, it is unrealistic to aspire to the creation of a comprehensive and genuinely ‘world class’ centre in the field. As for management education, the alternative is to establish a focus in a specialised area linked to an area of industry advantage.

An immediate test of this assessment is the Commonwealth’s intention to establish a “world class centre of excellence: information and communications technology”, announced in the Innovation Action Plan. $129.5 million will be provided over five years with an expectation of industry contributions to bring total investment to $160 million. During our consultations the view was emerging that South Australia would not be able to mount a competitive bid for this centre (although there could be a cross-State bid) given the concentrations of relevant industry and university expertise elsewhere.

Biotechnology

The Innovation Action Plan also announced a more modest “Biotechnology Centre of Excellence”, with Commonwealth funding of $46.5 million over five years. One or more centres may be established within this funding limit “depending on the nature of applications received”.

South Australia’s strength in biotechnology may provide a platform for a competitive bid for this initiative. We understand that the State Government and the universities have held discussions with this in mind. The State has already played a role in supporting collaborative efforts in biotechnology, notably through Bioinnovation SA.

Water
South Australia has notable strengths in research and innovation in relation to water quality and usage, and significant collaboration between universities and industry in the area. Water is one of the industry clusters under the SABV 2010 cluster development initiative. Given this existing base and the growing importance of the issues associated with clean water supply around the world, a proposal has been developed to establish a collaborative Water Institute in the State.

Other ‘centres of excellence’

There are two key points that apply across all potential fields in which centres of excellence might be established:

· Funding incentives and other measures that help to bring the parties together can play an important role in overcoming up-front barriers. There is a legitimate function here for the State Government, although it is not solely a Government responsibility.

· Although realistic opportunities to establish genuinely ‘world class’ centres of excellence may be limited, there is greater potential to identify and develop areas of specialisation that can serve as flagships within broader centres. These areas of specialisation are likely to be linked with areas of competitive advantage for industry in the State.

For these reasons the development of centres of excellence within the State’s higher education sector would be facilitated by mechanisms with South Australia that help to identify the most productive areas of focus for links between universities and industry sectors and by modest financial incentives designed to catalyse collaboration. Options for such measures are discussed in section 5.2 below.

Commercial

As noted in Chapter 2, all publicly funded higher education institutions are actively seeking to expand their non-government sources of income. Alliances between universities for commercial purposes are therefore becoming more common. These alliances range from arrangements in which universities share the costs of generic activities such as marketing and market research, through to specific, profit-sharing ventures in targeted areas.

A private higher education institution?

Perhaps the broadest commercial alliance that could be conceived is a private higher education institution for South Australia, owned in whole or part by the public universities.

In its broadest conception such an institution could operate in effect as the private arm of the universities that own it. It could also involve other education and training providers from the vocational education and training sector, to extend the range of its educational offerings. As a private entity it could conceivably be part owned by other equity investors as a means of attracting capital. There would be a case for some seeding funding from the State and Commonwealth Governments.

Such an institution would operate in a commercial environment, dealing with enterprises and individuals on a fee for service basis. It would develop education and training products and services in response to market needs and opportunities, sourcing those products and services primarily (but perhaps not solely) from the universities and/or TAFE institutes that own it. It would be able to put together programs and services such as consultancy to suit the clients’ needs, drawing on the collective strength of tertiary education providers in South Australia. The most directly comparable model from elsewhere in the country is probably Deakin Australia.

If pursued with commitment and vigour, such an initiative could produce a new force and a new dynamism in the State’s higher education industry. Collaboration in a commercial environment would help to break down barriers between and among participating universities and TAFE institutes.

However, the obstacles to this model should not be underestimated. For a start, the market place is already highly competitive and the scale of business that could be established by a South Australian private institution is not clear. The relationship with SAGRIC International
 would need to be clarified. To achieve a large scale of business a South Australian private institution would need to operate internationally as well as in Australia, highlighting the difficult issue of potential competition with the existing institutions that would own it. Importantly, each of the universities is already committed to varying degrees to other commercial arrangements that could conflict with this South Australian based model. (For example UniSA is well advanced in discussions with the other ATN universities about the establishment of a commercial on-line venture).

Each of these obstacles could probably be overcome with sufficient will, but there would need to be a closer analysis of the business case before a clear view could be reached on the potential value of this concept. Given their existing, separate commercial imperatives it is unlikely that the three universities would develop this model further without some form of external encouragement.

Collaborative commercial ventures in specific areas

Commercial alliances between the universities and potentially with other partners are certainly conceivable in specific areas of expertise. There would almost certainly be sustainable commercial niches if collaborations can be formed to bring together compatible expertise across the universities and from the TAFE Institutes and State Government agencies.

For example, in Western Australia the “Global Health Alliance” has been formed as a consortium of the four Western Australian universities, IDP Education Australia, TAFE, the WA Department of Commerce and Trade, a public and a private hospital, the Australia Clinic and a private sector procurement company. The consortium has been established principally to attract and manage aid-funded projects from around the world. The move was initiated when the WA Department of Commerce and Trade approached IDP to assist the State to bring together skills across the health and education sectors. IDP is financing the start-up costs until cash flow is established.

This example is directly pertinent to South Australia where very similar expertise and potential relationships exist.

An established South Australian example of a different form of targeted commercial alliance is Education Adelaide, the collaborative organisation established by the State Government, the Adelaide City Council and the three universities to promote Adelaide as an education destination for overseas students.

Both of these examples highlight similar issues to those identified above in relation to centres of excellence:

· Significant commercial opportunities can be found through collaboration, especially if compatible expertise can also be tapped from outside of the higher education sector.

· Incentives and other measures that help to bring the parties together can play an important role.

· These areas of opportunity are likely to be linked with areas of competitive advantage for industry – both public and private – in the State.

These observations inform the options for action identified in section 5.2 below.

A single shop front for business?

One of the purposes of commercial alliances between universities is to extend the interface between universities and business. A recurrent concern of the business community is the difficulty that individual enterprises find in dealing with universities, knowing who to contact, getting decisions made quickly enough, establishing effective working relationships with individuals who understand the commercial imperatives, and so on. The reflection of this concern among the business community is the view from universities that business does not understand the university environment and the constraints and imperatives that apply within it.

Of course these issues are neither new nor unique to South Australia. They are best addressed over time by a broadening of the area of overlap between business and the universities, increasing the number of people who spend part of their time working in the two environments.

One modest measure suggested during our consultations to improve the interface between business and the universities is to establish a single ‘shop front’ for initial business contact with any of the universities. This ‘shop front’ for the three universities would have two main roles:

· To showcase the universities’ capabilities to potential business partners in Australia and internationally; and

· To act as a first point of contact and referral centre for businesses wishing to deal with the South Australian higher education sector on any issue.

Research and Innovation

As noted previously, the three universities have established a good level of collaboration in research and as a whole the South Australian higher education sector is relatively strong in research performance. Expansion in research and innovation is one of the three headline opportunities identified in Chapter 2. Alliances between the universities and with other agencies and enterprises will be essential to make the most of these opportunities.

Joint research activities

The level of collaboration in research between the universities will help ensure that future opportunities for research alliances are identified as they arise. Realising those opportunities in a strongly competitive environment will also often require effective alliances with other research agencies, industry and the State Government.

For example the Cooperative Research Centres program is to be expanded with a further $227 million from the Commonwealth Government between 2003/04 and 2005/06. If South Australia is to share in opportunities such as this it needs more than just alliances between the universities, it requires strong and strategic research alliances that draw in all potential contributors. This is discussed further in section 5.2 below.

Joint research commercialisation arm?

A specific alliance being considered by the three universities is the consolidation of their research commercialisation arms. This would have the benefits of establishing a greater critical mass of expertise in the field to the benefit of each institution, with the potential for some greater specialisation among staff. It could also indirectly:

· enhance relationships with industry;

· help to strengthen research collaboration between the universities; and

· help identify further opportunities for research alliances.

Science, innovation and enterprise precincts

During our consultations a number of individuals suggested that there is further potential to expand the existing science, innovation and enterprise precincts and possibly to establish one or more new ones in the future. There is a willingness from the three universities to participate actively and collaboratively in such ventures.

Promotion of SA research and innovation

In much the same way as Education Adelaide promotes Adelaide and South Australia as an education destination for overseas students, there is a case for generic promotion of South Australia’s research and innovation capabilities. This includes, but is not necessarily limited to the universities. The nature and scale of the promotion would of course be quite different from that conducted by Education Adelaide. Nonetheless, if the State is to make the most of its opportunities, it needs to establish a strong generic reputation for its research and innovation capacities with industry and with research funding agencies nationally and internationally.

For the universities this is a function that could be linked with either the business shop front or the consolidated commercialisation arm noted above. There would also be a strong case for some State Government involvement and support, especially if the promotional brief extends beyond the universities to include other research agencies and industry-based R&D in the State.

It would be worth considering a collaborative approach to generic promotion of South Australia’s research and innovation capabilities, perhaps along the lines of an ‘Innovation Adelaide’ mechanism paralleling Education Adelaide. This could involve a range of organisations in addition to the universities including research-focussed State agencies such as the Department of Primary Industries and Resources SA (PIRSA) and the South Australian Research and Development Institute (SARDI) and Commonwealth research agencies with a major presence in South Australia, such as CSIRO and DSTO.

A further, specific proposal in this context that was flagged during our consultations is for a regular conference on research successes in South Australia, possibly linked to the Festival of Ideas.

Administrative

In 1999 the South Australian universities and their controlled entities allocated 13.6% of their operating expenditure to administration and other general institution services, and 43.6% to all purposes other than academic activities and research (including libraries, student and public services, buildings and grounds, etc). In 1999 each 1% saving in relation to these purposes would have been worth $3.1 million.

The universities are therefore keen to identify ways to collaborate to deliver these functions more effectively and efficiently. As noted previously Flinders and UniSA are exploring shared back office functions in a number of areas. We understand that Adelaide is also interested in this possibility. However the theoretical scope for shared functions goes well beyond the scope of the current discussions.

Sharing and rationalisation of non-academic functions does not raise concerns about loss of educational competition and diversity. The main legitimate issue to be addressed about bold moves in this direction is whether or not services to students and support for the core business of the universities will be adversely affected.

5.2 Alliances between institutions, the State Government and business

5.2.1 Strengthening the higher education industry and its contribution to industry development in South Australia.

In South Australia higher education is a billion dollar industry. It supports a wide range of other industries and has a vital part to play in the State’s economic and social future. It is an industry with substantial opportunities but equally substantial threats. Yet, despite its size, significance and strategic challenges, it is not generally seen as an industry in its own right and there is no clear framework or strategy for its development.

This is principally a matter for the industry itself, especially the three universities. However, given the spillover benefits to other industries and the State generally, there is also a strong and legitimate interest from business and the State Government in ensuring the health of the higher education industry in South Australia.

In our consultations, university representatives expressed the view that interactions with business were most productive in industry sectors that had a coherent sense of direction, purpose and priorities. The same discipline should apply to the higher education industry.

While not supporting a highly interventionist or bureaucratic approach, we believe that a higher education industry development framework should be developed to identify priority issues and inform strategic decision making at the level of the institutions, the State Government, and, possibly, the Commonwealth Government. We would also argue that the framework should be supported with additional strategic investment and incentive mechanisms at the State level.

Part of the purpose of the framework would be to establish agreed priorities for the State, the higher education industry and the business community. For this reason we suggest that the State Government should participate in a taskforce with majority representation from the higher education industry (including the private sector) to develop the framework. There is a case for the wider business community to also be involved.

We envisage a brief, pragmatic statement of key priorities for the higher education industry and proposals for action for the higher education providers, the State Government, and where relevant, the business community. The framework would need to cover a period in the order of five years but be informed by a longer term vision for the development of the higher education industry.

Noting the headline areas of threat and opportunity identified in Chapter 2, we suggest that the framework could include 12 elements as outlined below.

An alternative to articulating an industry development framework in this way would be to pursue each of these 12 elements separately.

1. Identification of a limited set of priority industry sectors to be key areas of focus for higher education’s contribution to industry development in the State over the framework period.

As noted in Chapter 3, these industry sectors would be in high knowledge content areas in which South Australia already has, or can realistically develop, a critical mass of innovative enterprises. The objective would be to ensure that the higher education industry engages particularly closely with business in these strategically important sectors for the State and that they become priorities for teaching, research and development. This should be facilitated where appropriate by government policy and funding decisions (see below). The contribution of higher education would be a central feature of industry strategy in these sectors.

Possible priority industry sectors for this purpose were identified in section 3.3.1.

Possible priority sectors for a higher education industry development framework

Wine;Biotechnology, especially smart applications rather than big ‘breakthroughs’;Water;Aquaculture; and Defence industries.

Other potential priorities include applications of signal processing (in addition to defence industries) and nanotechnology.

2. Identification of any key priorities for higher education in relation to the State’s workforce needs.

The higher education providers need substantial lead times to shift resources in order to introduce new teaching programs or extend existing ones, or to wind down programs in areas of reducing need. There is then a time lag before any change in graduate output. For these reasons it is important that key State priorities in relation to workforce requirements are flagged as far as possible in advance.

There is not a strong case for detailed workforce planning, but in certain instances strong trends will be clear or there will be clear workforce consequences of explicit State Government policies or planning decisions. Arguably, had a higher education industry development framework been in place some years ago it would have facilitated more strategic decisions in relation to the supply of IT graduates.

This is also an area in which State Government investment and incentives can play a legitimate role, as illustrated in the recent decision to fund IT chairs. Equally it is a potentially important area for direct business investment in higher education, as demonstrated by the $25 million commitment from Santos to establish a School of Petroleum Engineering.

3. Priority on increasing the numbers of fee-paying overseas students enrolling in South Australian higher education.

This is one of the headline areas of opportunity for the State. It will require a range of strategies ranging from improved market research and marketing, through the development of innovative educational products and delivery, to enhancement of student support and services such as accommodation, health and travel. Strategies in each of these areas have been addressed in the Mid Term Review of Education Adelaide. They potentially involve a number of agencies in addition to the higher education providers, including the State Government, the City Council and Education Adelaide.

Key strategies arising from that Review would be a core component of a higher education industry development framework.

4. Increased priority on lifelong learning and interstate student recruitment.

The implications of the demographic outlook for South Australia, plus broader economic and social changes, mean that the higher education industry in the State must give increased priority to lifelong learning and recruitment of students from other States.

These priorities can be addressed in the same strategic way – and with some of the same strategies – as the priority to increase overseas student numbers. Attracting and retaining more adult students and students from outside South Australia will require improved links between the higher education and vocational education sectors, further development of educational approaches suited to the needs of adult learners, development of innovative educational products and delivery, and enhancement of student support and services. It will also require market research and marketing, although of a very different kind from that relevant to overseas students.

Strong and sustainable student demand from all sources is the essential platform on which all other aspects of a successful higher education industry in the State can be built. This basic issue should therefore be at the centre of an industry development framework and should be the highest priority for any strategic investment by the State.

5. Measures to build on the research strengths of the three universities to secure further opportunities in research and innovation and to enhance research commercialisation in the State.

Further success and growth in research and innovation are likely to come from:

· Joint university and university/business research activities

The universities are alert to possibilities for collaborative research. Further opportunities may emerge if national policy becomes more supportive of innovation in universities and industry. While it is true that the R&D intensive industry base is relatively small in South Australia, there is more that can be done to bring enterprises and university researchers together (see Chapter 6). The universities must also acknowledge that in some industries, firms are not getting what they want from universities in terms of R&D relationships. Internal university policies, procedures and incentives should be reviewed if they are acting as barriers to desirable alliances.

· Effective use of research capabilities and resources across the State to lever additional Commonwealth support for R&D

Changes in the formulae for university funding and increased emphasis on matching funding highlight the importance of combining the State’s R&D resources in ways that can most effectively lever Commonwealth funds. In a fixed sum game, failure to do this while other States are, will lead to a reduced share of Commonwealth funding.

· Strategic investment in research infrastructure

One of the most effective ways to boost R&D and to attract and retain high quality researchers is to invest in research infrastructure. An outstanding example in South Australia was the Waite co-location project noted previously. The investment does not necessarily need to be of this magnitude to be effective, but it must be strategically targeted. Priorities for collaborative investment in research infrastructure in the State could be identified as a component of an overall higher education industry development framework.

· Enhanced commercialisation of university research and other forms of translation of university R&D activities into benefits for enterprises in the State

Measures that enhance the value of university research activities will strengthen the higher education industry and its contribution to the State. Strategies such as the consolidation of the universities’ commercialisation arms and the expansion of the science, technology and enterprise precincts warrant support from business and government.

A particular current opportunity that may be worth pursuing is the proposed Intellectual Property Research Centre flagged in the Innovation Action Plan. Expressions of interest in the establishment of this centre are open until 23 May, 2001. It is to be funded up to $4 million over four years.

· Promotion of South Australia as a State with a strong capability and track record in knowledge creation and application.

While the effects may be intangible, there are likely to be a range of benefits in building the ‘brand’ of South Australia as a place that knows how to generate and apply knowledge.

6. An explicit position on university mergers for the duration of the framework period.

Continued speculation about the possibility of university mergers has the potential to be distracting or even destructive if it acts as a barrier to sensible collaboration and rationalisation. Given our assessment of the balance of arguments and views, unless greater consensus emerges we suggest that the initial higher education industry development framework should rule out mergers for the duration of the framework period.

7. Identification of distinctive ‘flagship’ areas for each university

Especially if this position on mergers is adopted, we believe there would be merit in identifying a set of distinctive ‘flagship’ areas for each university that will be developed as unique areas of strength, at least for the duration of the framework period. This would simultaneously serve to:

· define areas of concentration that will be not be duplicated;

· focus and stimulate development in the identified area; and

· provide defining and differentiating features for each university.

8. Commitment to collaborative approaches and rationalisation

It is in the interests of the institutions and the State for the higher education industry to make a commitment to pursue actively collaborative approaches and sensible rationalisation across providers, in order to enhance quality, effectiveness and efficiency. An industry development framework could articulate such a commitment and identify key areas for consideration, either for the formation of centres of excellence or for other forms of collaboration or resource sharing.

There is a case for modest incentive funding to help bring relevant parties together and overcome any minor up front financial barriers.

9. Exploration of opportunities for commercial collaboration that strengthen the higher education industry as a whole

The future for the higher education industry almost certainly lies in reducing its reliance on government funding and in diversifying its income streams. As discussed above, there are potential opportunities for commercial collaboration, some of which are quite bold in scale and impact.

10. Higher priority on enterprise creation

The higher education industry in the US plays a very strong role in enterprise creation. This is an important issue, especially in a State like South Australia, and it is one which has been picked up actively in recent years by both the universities and SABV2010. In our consultations both university and business representatives identified enterprise creation as an area for strengthening in the immediate future. Some specific proposals are discussed in Chapter 6.

11. The higher education industry in regional South Australia

Any framework for development of the State’s higher education industry would need to address the development of the industry in the regions. The universities acknowledge the importance of their regional role, but face pragmatic constraints on the extent to which they can establish physical presences or sustain educational programs in regions where student numbers are low and costs are high.

An industry development framework could identify priority areas for attention, which could then serve as a focus for developing the partnerships needed to support sustainable regional activities in relation to these priorities.

12. Priority issues to be taken up with Government

Commonwealth and State Government policy and funding arrangements are fundamental in an industry that is substantially publicly funded. An industry development framework could provide a context and a vehicle for identifying priority, South Australia-specific issues to be pursued with government in the interests of the industry and the State.

5.2.2 A stronger and more strategic role for the State Government

For the reasons set out in Chapter 4, we believe that there is a clear case for a stronger and more strategic role for the State Government in the development of the higher education industry.

Higher education is both a key driver of economic and social development in the State, and a major industry in its own right, with a significant export component. Yet it is fair to say that the State Government is not strongly and strategically engaged with the higher education industry in the way that it is with many other industry sectors. There is for example an effective ‘Food for the Future’ strategy in South Australia described by PIRSA as “an integrated Government partnership with the food sector”. Surely there is an equally strong case for parallel engagement with the higher education sector. As noted in Chapter 4, other State Governments have adopted a much more active role.

This does not imply that there is a need to establish a large bureaucracy or to create a mechanism such as a State Higher Education Council. Rather, it implies a shift in orientation to view higher education as an important industry sector in the State, and a preparedness to support development of the industry with appropriate policies and targeted investment.

In relation to investment we suggest an approach which focuses on providing incentives and catalysts in areas of high priority for the State, rather than entering into recurrent or long term funding obligations. Financial incentives could be structured in a way that is tightly targeted on the areas of highest priority that are likely to yield the highest returns to the State. These priorities would be informed by the proposed higher education industry development framework, which we suggest should be developed with direct State Government involvement.

A possible approach would be to establish one or more pools of funding to be allocated in response to bids in defined areas. Some level of matching funding could be required where necessary and appropriate, notably where universities are seeking assistance to initiate measures with long term benefits to the universities themselves as well as to the State generally. One or more advisory boards could be established to provide advice to relevant Ministers on the allocation of funds. The board/s should include experts in appropriate fields, should be independent of the State’s higher education providers, and should be able to draw on additional expertise as required. The defined areas in which bids could be considered could include:

· Initiatives to boost the contribution of higher education to identified priority industry sectors;

· Support for identified priority areas in relation to the State’s workforce needs;

· Support for educational innovation and other initiatives with clear potential to strengthen student demand, especially from overseas fee-paying students, older students and students from interstate;

· Threshold costs to develop or implement important proposals for collaboration and rationalisation that may not otherwise proceed;

· Measures that will provide leverage on Commonwealth funding for R&D;

· Measures to boost the value derived by the State from research outcomes through commercialisation and other mechanisms; and

· Strategic research infrastructure.

The last three areas could be addressed in a separate fund to support science technology and innovation in the State, along the lines of the Victorian and proposed Western Australian mechanisms.

If the State Government were to adopt a stronger and more strategic role in relation to the higher education industry, it would also need to review the resources currently allocated to higher education issues within the State Public Service.

___________________________________

6 Strategies for SABV 2010

6.1 A sense of urgency

Higher education is an industry that should lie at the heart of South Australia’s aspirations for the future. It is a billion dollar industry in its own right, with annual exports well over $100 million. It underpins the knowledge-based industries that will drive the State’s future economic development, fuelling them with innovative ideas and educating the people that will work in them and create their enterprises. It is central to South Australia’s ambitions to be the “productive, creative, competitive State”. It is an industry with major opportunities but equally major threats.

Perhaps because universities have primarily been funded by the Commonwealth since the mid 70s and were in a growth phase until the mid 90s, there is a sense in which they have been taken for granted in industry, the community and at other levels of government. It has been assumed – even in parts of the universities themselves – that high quality, stable or growing higher education institutions will continue to form part of the State’s social, physical and intellectual infrastructure indefinitely. But that can no longer be assumed.

Universities in all States have confronted real reductions in Commonwealth funding since 1996 and the diminishing operating grants have not been adjusted to reflect real wage movements since 1995. Relative to some other States, these changes had a more immediate and severe impact in South Australia where growth in funding had already ceased. At the same time as their base of public funding is eroding, all universities are confronting increased competition and escalating costs, especially in relation to new educational technology and teaching and research infrastructure.

The South Australian universities are very exposed to these threats and pressures. South Australia already has the lowest level of unmet demand for higher education of any State, and its 15 to 29 year old population is falling. The higher education institutions, both public and private, face constraints of location and scale in competing for international fee-paying students. The three universities have limited standing and visibility in the international market place. On average the operating surpluses of Australian universities have halved since 1997, but in South Australia they have declined from between four and eight percent of revenue to around 1% or less. There is a risk of a negative spiral in which the capacity to innovate is reduced, adversely affecting competitiveness and revenue and hence future competitiveness.

At the same time there are real opportunities for the higher education industry. South Australia’s universities have an excellent record in research and research commercialisation. New opportunities are emerging daily for universities to strengthen their roles in the generation and application of knowledge as the global knowledge-based economy gains momentum. In Australia there is a renewed policy focus on this area. South Australian universities share the enormous advantage of teaching in English in an era when English has become the international language of scholarship, business and the world wide web. There is a substantial capacity to boost the number of international fee-paying students within the existing infrastructure and within the ratios of international to domestic students sustained in other States. New, more flexible forms of educational programs and delivery hold the potential to increase the participation levels of older students and students from interstate. To the extent that South Australia can build its knowledge-based industries they will both drive and be driven by the higher education industry.

Both the opportunities and the threats are immediate. Decisions taken or avoided now and in the immediate future will determine how the opportunities will balance out against the threats in their impact on the higher education industry and its contribution to the State.

One of the most important strategies for SABV 2010 therefore should be to inject a sense of urgency into the discussion of the future of the higher education industry in the State.

The higher education institutions, business and government at all levels all have roles to play. In Chapter 5 we identified 12 elements that should be addressed as parts of a development framework for the South Australian higher education industry. Failure to address these elements quickly will increase the risk that the impact of the threats will outbalance the opportunities. In this case, the substantial base of investment in higher education in the State will be placed at greater risk, current positions of leadership and competitive advantage will be challenged, options available now will be closed off, and there will be increased pressure for contentious rationalisation and restructuring within the industry.

On the other hand, if these elements are addressed quickly, effectively and collaboratively, the balance will tipped toward the opportunities. The higher education industry will be strengthened, its exposure to threat will be diminished, and its contribution to South Australia as a knowledge-intensive State will be enhanced.

6.2 Specific strategies for SABV 2010

It is clearly beyond the scope of SABV 2010 itself to address the diverse range of issues raised by the terms of reference. This section therefore identifies a limited number of strategies and initiatives that are within the reach of SABV 2010 and which are consistent with the scope of its expertise.

A point that is worth emphasising at the outset, is that perhaps the greatest continuing contribution that SABV 2010 can make to Adelaide’s recognition as an ‘Education City’ comes through the sum of its various activities to invigorate the State’s economy. A strong and forward-looking business community is a key factor in building a strong higher education industry.

6.2.1 Promotion of debate and communication

SABV 2010 is well placed to promote debate, to inject the necessary sense of urgency, and to facilitate communication between business, higher education institutions and government. It has taken a first step in commissioning this report. It can also ensure that the issues raised in the report are actively considered. Without necessarily endorsing any of the specific views or proposals in this report, SABV 2010 could promote the view of higher education as an industry of great significance to the State and could encourage discussion of the value of a higher education industry development framework along the lines discussed in Chapter 5.

Recommendation 1: That SABV 2010:

· circulate this report (or its executive summary) to relevant individuals and organisations;

· convene a stakeholders’ forum or conference at which the issues and proposals can be discussed and further steps can be identified; and

· continue to monitor and play an active role where appropriate in subsequent developments.

6.2.2 Promotion of links between higher education and business

Despite growing relationships between higher education institutions and business in the State, there are still gaps in communication and differences of approach that result in lost or unrealised opportunities. SABV 2010 has already taken some steps that strengthen links between higher education institutions and business, for example through the industry cluster developments. It is important to continue to break down the cultural and operational differences and build personal and professional relationships across the sectors. There are further important initiatives that SABV 2010 could take in this area.

Recommendation 2: That SABV 2010:

· participate wherever relevant in any processes contributing to a higher education industry development framework for the State; and

· in particular work with the higher education institutions and the State Government to identify a set of priority industry sectors to be key areas of focus for higher education’s contribution to industry development in the State over the next five years.

One of the most effective ways to promote communication between higher education and business is to bring together academics and business people who are working in closely related fields. This was done successfully recently in the area of waste management. This approach is much more effective than more general ‘talk fests’ which lack the catalyst of closely shared interests of direct relevance to both parties.

Forums could be considered in areas such as renewable energies, signal processing, and environmental technologies, and as appropriate in the priority industry sectors identified as recommended above.

In some instances this process may form the first step toward further industry cluster developments. In general there would seem to be considerable advantages in promoting stronger involvement of universities in the industry clusters.

Recommendation 3: That SABV 2010:

· convene a series of sector-specific forums to bring together academics and business people working in the same field, to share information on developments in research, teaching and business issues; and

· promote stronger involvement of universities in industry cluster developments.

The specific proposal to establish a ‘shop front’ for initial business contact with the three universities appears to have merit and should be developed further.

Recommendation 4: That SABV 2010:

· work with the universities to develop the concept of a ‘shop front’ for initial business contact with the three universities.

6.2.3 Enterprise creation

SABV 2010 is playing a prominent role in promoting enterprise education and entrepreneurship, including through projects in the higher education sector. We believe there is an opportunity to build on this work and take it to another level, especially in relation to higher education.

As a specific, new initiative, we propose that SABV 2010 should develop a proposal for a ‘Knowledge-based Enterprise Competition’ along the following lines
:

· Undergraduate and postgraduate students and teams of students from South Australian higher education institutions (and possibly TAFE Institutes) would be invited to submit business proposals to a panel of judges comprising experienced business owners, venture capitalists and other professionals.

There could be a first stage to the competition in which initial business ideas only are required. All groups with potentially competitive ideas could be awarded a small sum of money and provided with some professional guidance to help in the preparation of a full business proposal for the main phase of the competition.

· The winning proposals in the main competition each year could be awarded a substantial cash prize, plus business mentoring, legal and other relevant support to establish the business, plus physical facilities in a business incubator or science, technology and enterprise precinct.

A competition of this sort conducted across the State could attract a high degree of interest and potential sponsorship from business and government. If the proposal attracts sufficient interest and sponsorship, it could be increased in scale so that the competition is opened up to higher education students from outside of the State and even outside of Australia – on the condition that the prize may only be taken up in South Australia.

Such a competition could:

· encourage universities and students in South Australia to focus on enterprise creation;

· help retain potential knowledge industry entrepreneurs in South Australia and attract new ones;

· attract investment to the State; and

· build the image of South Australia as a place that values knowledge creation and application.

If such a competition is successfully introduced, it would add to a number of other closely related initiatives, including the Science and Technology Enterprise Partnerships (STEP) at Flinders University. If the STEP program proves to be successful, it could be extended to the other universities. Overall there may be a case to review the range of related activities and consolidate, extend or vary them as appropriate.

A related area in which SABV 2010 could play a role is the extension of existing innovation precincts and the possible creation of new precincts and business incubators. There is a current proposal for an incubator in the southern area of Adelaide that could link with Flinders. These types of developments are valuable for strengthening university-business links as well as in enterprise creation.

Recommendation 5: That SABV 2010:

· develop and test a proposal for a ‘Knowledge-based Enterprise Competition’ along the lines outlined above;

· review the range of related activities and consolidate, extend or vary them as appropriate; and

· support the extension or establishment of science, technology and enterprise precincts and business incubators wherever viable.

6.2.4 Promotion of South Australian research and innovation

There is a potential role for SABV 2010 in helping to boost the promotion of South Australia’s research and innovation capabilities. This includes, but goes beyond, the universities.

SABV 2010 could use its existing information channels for this purpose, notably the Business Ambassadors network
 and could collaborate with other groups in developing other mechanisms.

Recommendation 6: That SABV 2010:

· promote South Australia’s research and innovation capabilities and highlight individual success stories through appropriate mechanisms, including the Business Ambassadors Network; and

· initiate discussions with the universities and relevant research agencies in the State about the value of

1.
a collaborative approach to generic promotion of South Australia’s research and innovation capabilities, perhaps along the lines of an ‘Innovation Adelaide’ mechanism paralleling Education Adelaide; and

2.
a regular conference on research successes in South Australia, possibly linked to the Festival of Ideas.

6.3 Conclusion

It would be overly simplistic and cliched to say that higher education in South Australia is at a cross road. A more accurate image is of a balance between threats and opportunities, not a choice between them. The balance will be influenced by a wide range of factors and a large number of decisions taken by a diverse range of groups. Some of the most influential decisions will be taken outside of South Australia as other States determine their own strategies for higher education, as the Commonwealth Government shifts its policy and funding approaches, as major enterprises decide on the extent and nature of their presence in South Australia, and as higher education providers internationally compete for students and revenue.

But the balance can also be altered by decisions taken within the State. The terms of reference for this review look toward “an environment within which Government, universities, business and the community work together to advance Adelaide’s recognition as an ‘Education City’”. The important precondition for such an environment is a widely shared understanding of the significance of the higher education industry for the State. SABV 2010 can promote this understanding. It can also take some specific measures that will make a difference in adding to the positive side of the balance. And it can seek to inject a sense of reasoned urgency into the discussion of the future of the higher education industry in the State.

___________________________________
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18. Harrison
Ian
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APPENDIX 2

SOURCES AND DEFINITION OF INDICATORS FOR TABLE 2.8

Indicator
Definition
Source

1 Prestige
Uses 1999 Data - 5 is the highest rating, while 1 is the lowest rating - prestige is calculated by combining student demand and research performance
Good Universities Guide 2000

2 Student/staff ratio
All student load 1999 (EFTSU) / FTE for full-time and fractional full-time academic staff 1999
DETYA Selected Staff Statistics, 1999

3 Graduate ranking of educational experience
Ranking from 1 to 5 based on graduate rating of courses for overall satisfaction, teaching quality, and acquisition of generic skills.
Good Universities Guide 2000, based on Course Experience Questionnaire conducted by the Graduate Careers Council of Australia

4 Graduate destination
Ranking from 1 to 5 based on proportion of graduates getting a job or enrolling in further study
Good Universities Guide 2000, based on Graduate Destination Survey conducted by the Graduate Careers Council of Australia

5 % Overseas students
Student load of overseas students as a per cent of student load for all students, 1999 (EFTSU)
DETYA Selected Student Statistics, 1999

6 R&D spend per academic FTE
Expenditure on R&D 1998 per academic FTE as shown in indicator 1. For the ATN universities, data for UTS is excluded because of an apparent error in the source.
DETYA Selected Staff Statistics, 1998, Research Expenditure Statistics 1998

7 Citations impact
1996 - Citation Index
Bourke (1998)

8 Operating revenue per f/t student
Operating revenue before abnormal items 1998 per all student load (EFTSU) 1998
DETYA Selected Finance and Student Statistics, 1998

9 Safety margin
Operating surplus before abnormal items as a per cent of operating revenue before abnormal items, 1998
DETYA Selected Finance Statistics, 1998, except for Flinders. Because of significant differences between the DETYA stats and the University’s financial statements, the financial statement figures are used.

APPENDIX 3

PERFORMANCE IN SELECTED FIELDS

Graduate satisfaction and employment outcomes (% of respondents)


UniSA
Flinders
Adelaide
SA Mean
Australian Median

Business Studies






1. Good teaching
67
79
65
70
74

2. verall satisfaction
88
87
90
88
93

3. Full time job
70
53*
100*
74
72

Computer Science






1. Good teaching
50
80*
51
60
72

2. Good overall satisfaction
79
100*
78
86
89

3. Full time job
89
100*
91*
93
88

Engineering (Electronic and Computing)






1. Good teaching
61
na
54
58
69

2. Good overall satisfaction
93
na
73
83
92

3. Full time job
67
na
96
82
89

Engineering (Mechanical)






1. Good teaching
56
na
68*
62
65

2. Good overall satisfaction
84
na
93*
89
91

3. Full time job
55
na
100*
78
88

Health Science (Medicine)






1. Good teaching
na
69
53
61
64

2. Good overall satisfaction
na
96
80
88
93

3. Full time job
na
100
100
100
100

Source: Graduate Careers Council of Australia: Course Experience Questionnaire and Graduate Destination Survey, as reported in DETYA, 10 Fields of Study. Available at www.detya.gov.au/tenfields/
* Fewer than 20 respondents
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� In South Australia all three universities are principally, but not exclusively campus-based. The University of South Australia has the most significant distance-education capacity which has provided the basis for its recent expansion into offshore delivery. In 1999 3,268 students at UniSA were classified as external enrolments. Flinders also has a distance education capability, with 878 external students in 1999. Adelaide had 380 external enrolments in 1999.


� Share of the total number of university memberships of CRCs, including the new 2000 round. Each CRC may have several university members. The South Australian universities are members (collaboratively or otherwise) of 20 of the current 65 CRCs.


� Figures supplied by the University.


� The Universities of Tasmania and Newcastle University. The presence of a medical school tends to change institutional characteristics, in particular boosting research income.


� Excluding the ANU, which has different funding arrangements for research


� Source: Australian Education International


� Cabalu, H, Kenyon, P and Koshy, P, Of Dollars and Cents: Valuing the Economic Contribution of Universities to the Australian Economy, Business/Higher Education Roundtable, August, 2000


� South Australian Centre for Economic Studies (SACES) and Shaun McNicholas and Associates, Universities and the Economy, South Australian Vice-Chancellors, July, 1996


� Source of economic data: Australian Bureau of Statistics Cat No 1306.4 and related publications


� There appear to be particular issues of this type affecting the figures for Adelaide, which records relatively high levels of expenditure under the generic classification of “other expenses”, including a range of items classified as academic expenses by other universities.


� SAGRIC International is an international project implementation and technology transfer company that originated as an agency of the South Australian Government in the 1970s. It originally focussed on agricultural projects but now also covers education and training and a wide range of other areas.


� This proposal is based on the highly successful MIT Entrepreneurship Competition


� The Business Ambassadors Network comprises prominent and respected South Australian business people who frequently travel interstate and overseas as well as other supporters of South Australia living outside of the State. Business Ambassadors identify investment and trade opportunities, and promote the State to their contacts worldwide. Regular News Briefs are provided to the Network.
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		Fee-paying overseas students

				1994				1995				1996				1997				1998 (half year)				1999 (load)

				comm		all		comm		all		comm		all		comm		all		comm		all		comm		all

		Adelaide		334		900		333		1002		369		1040		438		1123		213		651		376		1363
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		Australia		18646		39774		23505		46520		27662		52899		28298		52911		18142		35018		38503		78078

		Share of Fee-paying overseas students

				1994				1995				1996				1997				1998				1999

				comm		all		comm		all		comm		all		comm		all		comm		all		comm		all

		Adelaide		1.79		2.26		1.42		2.15		1.33		1.97		1.55		2.12		1.17		1.86		0.98		1.75

		Flinders		1.15		0.66		1.20		1.28		0.78		0.95		0.93		1.04		0.85		0.88		0.90		0.90

		UniSA		2.28		2.23		3.00		2.40		2.49		2.54		2.36		2.59		3.86		3.39		4.12		3.78

		SA		5.22		5.91		5.62		5.83		4.60		5.46		4.83		5.75		5.90		6.13		6.00		6.43

		Australia		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00

		HDR and all students

				1994				1995				1996				1997				1998				1999

				HDR		all		HDR		all		HDR		all		HDR		all		HDR		all		HDR		all

		Adelaide		1230		12899		1292		13127		1269		13647		1261		13934		1248		13605		1204		13429

		Flinders		588		10303		593		10919		626		11083		630		11218		645		11017		662		11128

		UniSA		443		21817		580		22185		639		23189		639		23383		732		23419		803		24480

		SA		2261		45019		2465		46231		2534		47919		2530		48535		2625		48041		2669		49037
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		Share of HDR and all students

				1994				1995				1996				1997				1998				1999

				HDR		all		HDR		all		HDR		all		HDR		all		HDR		all		HDR		all

		Adelaide		3.97		2.20		3.96		2.17		3.78		2.15		3.59		2.11		3.51		2.02		3.23		1.96

		Flinders		1.90		1.76		1.82		1.81		1.87		1.75		1.79		1.70		1.81		1.64		1.78		1.62

		UniSA		1.43		3.73		1.78		3.67		1.90		3.66		1.82		3.55		2.06		3.49		2.16		3.57

		SA		7.29		7.69		7.55		7.65		7.55		7.56		7.20		7.37		7.38		7.15		7.17		7.15

		Australia		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00		100.00

		Research income by category
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				NCG		Other public sector		I
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		Source of Revenue

				Adelaide		Flinders		UniSA		Total SA						Adelaide		Flinders		UniSA		Total SA												Total SA

		State Government grants		6671		1816		2502		10989				State Government grants		2.2		1.2		1.0		1.5										State Government grants		1.5

		Commonwealth grants		146098		85375		124856		356329				Commonwealth grants		47.3		56.5		49.0		49.9										Commonwealth grants		49.9

		HECS		36803		29964		58110		124877				HECS		11.9		19.8		22.8		17.5										HECS		17.5

		Other research grants and contracts		7195		3799		8743		19737				Other research grants and contracts		2.3		2.5		3.4		2.8										Other research grants and contracts		2.8

		Overseas student fees		21524		7611		20042		49177				Overseas student fees		7.0		5.0		7.9		6.9										Overseas student fees		6.9

		All other fees and charges		17158		10513		18939		46610				All other fees and charges		5.6		7.0		7.4		6.5										All other fees and charges		6.5

		Investments		9658		2060		2086		13804				Investments		3.1		1.4		0.8		1.9										All other sources		14.9

		Donations and bequests		1603		1472		1530		4605				Donations and bequests		0.5		1.0		0.6		0.6

		Scholarships and prizes		679		584		742		2005				Scholarships and prizes		0.2		0.4		0.3		0.3

		Deferred income – govt contributions for superannuation		2600		1500		15600		19700				Deferred income – govt contributions for superannuation		0.8		1.0		6.1		2.8

		All other sources		58,578		6325		1580		66483				All other sources		19.0		4.2		0.6		9.3

		Total		308,567		151,019		254,730		714316				Total		100.0		100.0		100.0		100.0				Total								100.0
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		Source of Revenue		Adelaide		Flinders		UniSA		Total SA

		State Government		2.27		0.14		1.05		1.35

		Commonwealth operating and related grants		56.76		62.13		71.56		63.36

		Funding for research		12.9		15		6.1		10.89

		Overseas student fees		6.98		5.06		7.61		6.78

		All other fees and charges		5.93		1.95		6.03		5.08

		Investments		1.67		1.23		0.84		1.27

		Donations and bequests		2.2		0.25		0.14		1.01

		Scholarships and prizes		0.7		0.33		0.44		0.52

		Deferred income – govt contributions for superannuation		0.33		0.74		5.61		2.35

		All other sources		10.25		13.15		0.62		7.39

		Source of Revenue								Total SA						Adelaide		Flinders		UniSA

		State Government								1.35						2.27		0.14		1.05

		Commonwealth operating and related grants								63.36						56.76		62.13		71.56

		Funding for research								10.89						12.9		15		6.1

		Overseas student fees								6.78						6.98		5.06		7.61

		All other fees and charges								5.08						5.93		1.95		6.03

		Investments								1.27						1.67		1.23		0.84

		Donations and bequests								1.01						2.2		0.25		0.14

		Scholarships and prizes								0.52						0.7		0.33		0.44

		Deferred income – govt contributions for superannuation								2.35						0.33		0.74		5.61

		All other sources								7.39						10.25		13.15		0.62

		State		Commonwealth operating grants		Research		Overseas student fees		Other fees		All other sources

		1.35		63.36		10.89		6.78		5.08		12.54

				1997		1998		1999

																		Operating result ($000)		Operating result ($000)		Operating result ($000)

		Adelaide		5.30%		1.71%		1.13%										15,530		5,198		3,473

		Flinders		8.01%		0.58%		0.30%										11,967		878		455

		UniSA		4.26%		4.10%		0.52%										9,788		10,089		1,326





Sheet1

		0

		0

		0

		0

		0

		0



SA Unis: Source of operating revenue (%)



Sheet2

		0		0		0

		0		0		0

		0		0		0



Adelaide

Flinders

UniSA

Financial Safety Margin



Sheet3

		





		






