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Information in this presentation is derived from three main sources: Revisiting Ontario College and University Revenue Data, a research study co-authored by Glenda Kaye, Herb O’Heron, Greg Moran and myself, sponsored by the Higher Education Quality Council of Ontario
; ‘Without A Roadmap’
 a research report on higher education financing in Canada prepared for the Canadian Policy Research Networks; and information compiled by the author from a variety of sources noted in the presentation.

This “working paper” is an expanded version of the powerpoint presentation delivered at the conference. 
This presentation is intended to provide some context for discussions about the sustainability of higher education funding. It focuses on university funding over the past decade, in particular, identifying funding trends and providing a more detailed review of some expenditure categories over the period. The basic contention is that while funding (grants and tuition) has ‘more or less’ kept pace with inflation over the past decade, a host of new factors have laid claim on some of that funding – thus effectively decreasing the resources available to meet the on-going resource requirements and demands of increased enrolment. Those factors include expanded mandates, changes in student assistance and capital financing, and the ‘market’ for faculty and its impact on compensation.  At the same time changes in funding mechanisms and funding related practices affected the availability of resources to support core operations and effectively reduced the “value” of the Reaching Higher investment.  The combined effects of the preceding factors summarize as follows: higher student/faculty ratios, larger class sizes, greater use of part-time faculty, and a sense that – despite the reinvestment in higher education over the past several years, the higher education sector is under considerable financial pressure.
The presentation is organized as follows (Slide 2): 
Overview

· Setting the context

· Factors affecting Expenditures

· Expanded mandates / initiatives 

· New claims on “operating funds”

· Compensation and the ‘market’ for faculty

· Funding mechanisms 

· Considerations

Setting the Context – the trend in university operating support

The former President of Harvard University, Derek Bok, noted that (Slide 3) 

· Universities share one characteristic with compulsive gamblers and exiled royalty: there is never enough money to satisfy their desires. (p.9) 
· The prospect of new revenue is a powerful temptation and can easily lead decent people into unwise compromises…(p.185)

Bok’s comments are appropriate to the current situation because while the overall increase in funding has been impressive, there are many demands on the funds and the method of allocating some funds has had considerable steering effects on institutions. Let’s begin with a brief overview of the revenue situation. I’ll address the second issue later in the presentation when we look at some of the implications associated with changes in funding mechanisms. 

Over the past decade total operating funding in Ontario has doubled from about $3 billion to $6 billion per year – primarily from government grants and tuition.  (Slide 4, Chart 1) 

[image: image1]
During the same period enrolment increased markedly as a result of factors such as the ‘double cohort’, increases in participation, and the expansion of graduate studies. (Slide 5, Chart 2)
[image: image7.emf]
Revisiting Ontario College and University Revenue Data, was intended to establish a 

dependable estimate of inflation-adjusted revenue per [full-time equivalent] FTE student for Ontario’s colleges and universities for as long a period as the data allow, and to comment on the apparent effects of major changes in revenue sources on academic and other decision making in [postsecondary education] PSE institutions.
A detailed review of enrolment information and financial information led, in our view, to the development of a reasonably comparable picture of grant and tuition revenue back to 1979-80 and is depicted in the following chart excerpted from the report. Revenue per  ‘weighted enrolment’ Basic Income Units (BIUs) is used to help reflect the change in enrolment ‘mix’ (both discipline ‘mix’ and level ‘mix’ (undergraduate versus graduate). The BIU weights are far from a perfect reflection of actual differences in program cost but they are one of the cornerstones of the existing funding framework in Ontario.
The application of the Ontario CPI shows a decrease of almost 7 per cent in real per student funding relative to the starting point. The application of an Ontario-based Higher Education Price Index (HEPI) to the funding per student for universities results in a 27 per cent decrease in real funding over the period, with further decline arrested by the initial Reaching Higher investments. The portrayal of average revenue (tuition and grants) per weighted enrolment (BIU) over time provides a measure of the impact of inflation on university funding.  The main difference between the trends using HEPI vs. CPI is related to the ‘basket’ of expenditures in higher education and the HEPI inclusion of higher education compensation as the major expenditure item.
 
Revenue* per BIU – Universities (Slide 6, Chart 3)
[image: image2.emf]
*After considerable investigation of revenue sources and comparability of revenue information over time, the decision was made to focus on Ministry of Training, Colleges and Universities grants and ‘for-credit’ tuition revenues. Major changes in financial reporting that occurred in the latter part of the 1990s affects the historical comparability of financial information reported through the Statistics Canada, Financial Information of Universities and Colleges survey and published in the Statistics Canada / Canadian Association of University Business Officers (CAUBO) Report and the Ontario version of the report prepared by the Committee of Finance Officers – Universities of Ontario (COFO-UO), often referred to as the COFO Financial Report.
Chart 4 (Slide 7) breaks the revenue into two components – grants and tuition – and shows the difference in the trends over time; grant funding decreasing through to about 2003 and tuition funding increasing from the early 1990s onwards and remaining relatively stable as a proportion since 2003. 

The CPI inflation adjusted figures may come as a bit of a surprise to some because the notion of funding ‘more or less’ matching inflation over the past decade does not quite match the realities of funding cut-backs and financial constraints on campus. Part Three of the Revisiting Ontario College and University Revenue Data report placed the funding information in context by examining some of the factors that affected the value of the inflation-adjusted funding over time. Factors such as the costs associated with revenue diversification (including the major change in tuition policy), increased regulation, expanded mandates and in particular the emphasis on the “innovation agenda”, and the efficacy of government funding mechanisms were explored to help place the funding information in context.  Combined, the preceding changes altered the PSE landscape in Ontario and introduced a host of new or expanded claims on revenues with much of the change occurring since the mid-to-latter part of the 1990s. (See Slide 8 for the list of factors or see p.48 of the report.)
[image: image3.emf]Tuition and Operating Grants per BIU
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*Tuition revenue from professional programs is included. The introduction of major tuition differentials beginning in the mid-1990s resulted in more revenue and added costs over and above inflation. In many cases a major portion of the incremental tuition revenue was used for qualitative improvements in the professional program and therefore unavailable to meet on-going inflationary costs in other parts of the institution. 
Slide 9 Expanded Mandates 

· “Innovation agenda”

· Indirect  AND direct costs

· Major shift in activity and mandate

· Diversity and Increased Access

· Significant escalation of costs

· Special Ed funding is 10% of M of Education

· Access and diversity = 1%-1.5% of Univ grants 

Without A Roadmap introduced the increased federal presence in PSE in the following manner: 

After cutting transfer payments to the provinces in the mid-90s and seemingly backing away from increased responsibilities in the higher education sector, the federal government re-asserted and re-inserted itself through a series of new initiatives aimed at improving research capacity and student access. In the process, new acronyms were added to the post-secondary lexicon with the introduction of the Canada Foundation for Innovation (CFI), Canada Research Chairs (CRC) and Canada Millennium Scholarship Foundation (CMSF). The renewed presence of the federal government at a time when the post-secondary sector was coping with straitened circumstances placed much greater emphasis on research and added a major dynamic to the post-secondary environment. (p.4 Without A Roadmap)
The HEQCO report Revisiting Ontario College and University Revenue Data summarized the effect of the increased research presence in the following fashion. 
From an institutional perspective the significant increase in research funding has added

considerably to the overall improvement of the learning environment and had a major impact on institutional mandates. Institutions responded to federal (and provincial) policies designed to improve Canada and Ontario’s research capacity to sustain and improve economic competitiveness and growth. The research enterprises in colleges and universities were seen as catalysts for economic development.

At the same time the significant increase in research funding and the increased emphasis on research created a set of other issues with major implications as follows:

• The indirect costs of research posed severe strains on operating funds.

• The limited recognition of the increased direct costs of research (faculty time)

associated with such a major increase in research effort has exacerbated the financial situation.

• The Canada Foundation for Innovation (CFI) has added significant capacity to Canada’s research community, but the “matching” requirements have placed a funding burden on provincial and institutional coffers. 

• The CFI requirement for strategic research plans affected other areas of institutional planning, skewing funding priorities and diverting funding from core activities.

• The additional work associated with grant applications and the reporting requirements added significant pressure to all institutions and to individual faculty members.

• The research funding differentials by major discipline groupings created a sense of “haves and have-nots” on campus — that is, the absolute amount of funding allocated to (CFI, ORF) announcements and significant increases in public relations activity associated with the federal investments resulted in the Arts, Humanities and Social Sciences feeling somewhat left out. In more positive terms, the greater availability of research funding in the sciences and health sciences provided a source of funding that facilitated equipment acquisition, travel, employment of research assistantships, and helped relieve some of the constraints that characterized the mid-1990s.
Finally, the Canada Research Chairs — a remarkable success by many standards — also contributed to compensation inflation and influenced a move toward lower teaching loads, thus contributing to additional cost pressures.( pp.60-61 Revisiting….)
I have not attempted to cost the full ramifications of the expanded mandate associated with the ‘Innovation agenda’ but the costs are real and extend well beyond the partial provisions of the Federal Indirect Cost Program. The research claim on faculty time, for example, translates directly into less time for teaching and the consequences – increased class size, less breadth of program offerings, and the greater use of part-time instructors and teaching assistants – affects the learning environment in many ways.  
The other ‘expanded mandate’ – that is increasing access to under-represented groups – is essentially a combination of two factors;  the very success of the government’s Special Education initiatives in K-12, and the Reaching Higher initiatives to expand access for under-represented groups. The key points to consider are twofold: 

· the amount of government funding for special education activities in universities represents about 1%-1.5% of the government grant versus over 10% of the Ministry of Education K-12 budget. The success of the K-12 investments means that more students with challenging disabilities will ultimately want to pursue, and are pursuing PSE. On campus after campus special accessibility programs are witnessing significant increases in demand – demand for costly services that have not, as yet, been fully factored into the revenue equation and therefore represent a major and growing claim on existing operating revenues.
· Increasing access for under-represented groups – a laudable goal – is expensive and requires additional outreach resources, academic support resources,  student services resources and claims on faculty time that are currently not part of the government funding equation. 
The PSE community needs to actively engage the Ministry in discussions about the real costs associated with the expanded mandates – both the research mandate and the expanded access mandate.

Much of the next section of the presentation focuses on the expenditure side of the equation over the past decade and some of the factors influencing the expenditure changes. During that time, total operating expenditures increased by about 100% in absolute terms but the change in some specific expenditure items was markedly higher as illustrated in Chart 5 (Slide 10).
[image: image8.emf]
While total operating expenditures doubled
, ‘other instruction salaries’, student assistance, benefits, and capital financing costs experienced major increases well in excess of the average. To help put the % Change in perspective, the following chart shows the distribution of the expenditure increase over the period.  Not surprisingly, the vast majority of the expenditure increase is in direct ‘people costs’ – a combination of increased numbers, increased salary levels and increased benefit expenditures. (Chart 6, Slide 11)
[image: image9.emf]
Chart 7 (Slide 12) provides a breakdown of salary expenditures by employment category and one can more readily see the significant increase in expenditures on part-time faculty, unranked faculty and teaching assistantships noted previously. The increase in teaching assistantships (reflected in Other Instruction PT) is both a function of increased enrolment and the necessity of contributing to the provision of support packages for graduate students. (The matter of support packages for graduate students, and the impact on institutional finances, is a topic that deserves considerably more attention and could be the subject of a separate presentation!) 

[image: image10.emf]
Chart 8 (Slide 13) indicates that in terms of Benefits, increased pension contributions are by far the major contributor to the overall increase followed by supplementary health contributions, statutory Canada Pension Plan (CPP) contributions, and increased expenditures for dental insurance.  Like support packages for graduate students, the “pension issue” could be a separate presentation.
[image: image11.emf] 


The increase in Student Assistance expenditures has been driven by a number of factors including the ‘set-aside’ requirement established by government, changes in tuition policy, and increased expenditures related to increased graduate and undergraduate enrolment.
 The government’s set-aside policy was established in 1996-97 and in more recent years has been replaced with the Student Access Guarantee which effectively continues to require a significant contribution from institutional coffers. The remaining part of the increase in student assistance expenditures is largely due to institutional policies/practices and may also reflect some reporting changes over the period as institutions consolidate more of their student assistance expenditures in the Operating Fund. At the same time the major increase in graduate enrolment has helped fuel increases in student assistance in more recent years. The key points to note are that 
· a greater proportion of operating revenue is now being devoted to student assistance both as a result of government policy requiring institutions to assume more responsibility for student assistance costs and due to institutional policies/practices.

· the expansion of student assistance has placed added demands on staffing support, thus contributing to increased administrative costs. 
It is also fair to say, of course, that a number of universities had lobbied hard in support of greater tuition flexibility and tuition increases and were prepared to devote more resources to student assistance.  With hindsight, Bok’s earlier observation comes to mind, “The prospect of new revenue is a powerful temptation and can easily lead decent people into unwise compromises….”
[image: image4.emf]Scholarships and Student Assistance Expenditures 
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With respect to Capital Financing, Revisiting Ontario College and University Revenue Data refers to the matter in the following fashion. 
Some form of cost-sharing for capital projects has long been part of the funding equation. The SuperBuild expansion marked a major shift toward greater expected contributions from the private sector.  That initiative translated into a significant increase in operating expenditures as expansive fundraising plans were thwarted by the reality that few institutions could actually generate sufficient donor dollars. The result? In 2000–01 interest payments totalled about $52 million across all funds with $7.2 million in the operating fund and a further $2.5 million in the capital fund, much of the latter funded by a transfer from the operating fund. By 2007–08, interest payments had increased to $175 million in total with the operating fund on the hook for close to $90 million. In addition, institutions were making principal payments from operating funds. In the past, the preceding interest and principal payments (or the vast majority thereof) would have been spent on core operations. (p.58 Revisiting….)
The following chart (Slide 15) – taken directly from the ‘Revisiting’ report – illustrates the increase in principal and interest payments. The key point to note is similar to the preceding point regarding the increase in student assistance; when reviewing University revenues it is important to recognize that changes in government policies and practices can have a major claim on the use of what might, in the past, have been seen as ‘discretionary’ revenue to be used to support core operations. 
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“Note that the debt repayment figures vary over time as some debt is retired (using one-time funds) and some is converted to long-term debt and reflected in an increase in interest payments.” (p.58 Revisiting….)
Interestingly, prior to the early part of this decade government policy explicitly forbade the use of operating grants for 

a) assisted sponsored research, 

b) principal  and interest payments on capital indebtedness, 

c) student aid, 

d) ancillary enterprises, 

e) capital projects.
 

Times have changed.

Slide 16 – the Elephant on the table – faculty compensation

The past decade has witnessed an increase in faculty compensation that has outpaced inflation. That increase needs to be seen in the light of compensation increases in other sectors and, more specifically, in the light of the very robust ‘market’ for faculty that characterized much of the period from the late 1990s.  Based on a decade of earnings information gleaned from the Labour Force Survey, a Statistics Canada study by Rene Morissette noted that (Slide 17)
· Recent years have also witnessed sharp growth at the top of the Canadian earnings distribution … a phenomenon also observed in the United States.” (p.12)

· “in several sectors of the economy, pay rates rose substantially for some highly skilled workers over the last decade.” (p.14)

· Private sector –“average earnings of managers grew a solid 20%, four times the rate for other employees.” (p.19)

One could argue that faculty constitute a subset of the group that Morissette refers to; they are, on average, at the top end of the Canadian earnings distribution, highly skilled, and the job has been referred to as similar, in responsibility, to that of  ‘managers’. 
The following table, taken from a Statistics Canada study on High-Income Canadians 
 indicates that in 2004, 5% of Canadian individuals had incomes over $89,000. That year, the average faculty salary in Ontario was about $93,700 as reported in the Canadian Association of University Teachers (CAUT) Almanac. (Slide 18)
[image: image13.emf]
*There is a difference between “earnings” and “income” – the former focusing on salary (employment income) while the latter will include other forms of income such as dividends and interest income etc. Accordingly the income thresholds noted in the study are somewhat higher than they would be if the study focused solely on employment income. Accordingly the use of “average faculty salary” understates the relative situation of faculty since it only represents employment income.
A major impetus for increased faculty compensation was directly related to ‘market factors’ – basic supply and demand (Slide 19). The downturn in PSE spending that characterized the mid-1990s resulted in a reduction in PhD degree production in the latter part of the 1990s just as demand was picking up for new faculty appointments. Fuelled by the competition for new research funding and the impending double cohort, universities scrambled to recruit faculty and effectively ‘bid up’ the price for new appointees. At the same time the Canada Research Chairs (CRC) program introduced the prospect of 2000 more faculty appointments with relatively high compensation provisions – thus adding even more demand into the equation. The combination of supply and demand dynamics, coupled with the availability of funding from CRC program, ‘double-cohort’ related operating grants, and differential tuition in professional programs, provided a robust environment for faculty salaries;  considerably more robust than that afforded by operating revenues that were barely keeping pace with enrolment and inflation. 
The ‘market’ for faculty has changed more recently in light of the increased numbers of PhD graduates and the straitened financial circumstances faced by the PSE sector in Ontario and elsewhere.  Accordingly one would expect that the rate of growth in faculty compensation will slow and that starting salaries for new appointees will soften somewhat. 
A final factor to consider is the efficacy of government funding mechanisms. The following excerpt from ‘Without A Roadmap’ provides a summary of the major developments. 
Over the past fifteen years there have been significant changes in funding mechanisms in many provinces. Largely under the banner of accountability, more targeted funding envelopes were introduced, often requiring additional reporting. In some cases the additional funding envelopes were aimed at specific government initiatives (i.e., increased funding for disability services) or increased enrolment in specific programs (i.e., expanding teacher education, or medical enrolments). In other cases the funding envelope was intended to encourage and recognize performance differences and improvements in specific areas (i.e., employment rates, graduation rates). The absolute funding associated with these new envelopes varied and, in the case of ‘performance funds’, tended to represent one to two percent of the total. However, in the mid-90s those envelopes were essentially the only new government monies available and there was considerable uncertainty about whether the ‘envelope’ approach would subsume the existing funding mechanisms. That level of uncertainty influenced the PSE environment in a generally negative fashion.

In light of the new funding mechanisms that were introduced, the end result for institutions was, generally, less predictability, less stability, more reporting, and confusion about the intent and application of the earmarked funding. (p.26 Without A Roadmap)
In Ontario the issues surrounding funding mechanisms were summed up in our HEQCO report in the following fashion. 
Changes in Provincial Funding Allocation Mechanisms

Prior to the mid-1980s, the funding allocation mechanism for Ontario’s universities was relatively

straightforward, based on student enrolment (BIUs) with some additional funding for specific

recognized costs — bilingualism, Northern operations, emergent grants. From the latter part of

the 1980s onwards, the government has relied increasingly on the concept of envelope funding

to address specific issues.

Initially the use of envelopes to address specific costs was seen as over and above the amount

provided through the basic operating grant; the added costs of bilingualism and Northern

operations illustrate the concept. The general funding practice was to adjust the basic operating

grant (via an increase in the value of the BIU) and adjust the envelopes by a similar

percentage, subject to periodic reviews.

In the past decade, the use of envelopes for targeted enrolment growth and special initiatives

has become a common practice, largely at the expense of increases in the basic operating

grant. Accordingly, when reviewing changes in provincial funding it becomes important to

recognize that the increase in provincial funding, over the past decade in particular, may have

significant strings attached to it in terms of the use of the dollars, anticipated/required

institutional matching, specific expenditure restrictions, and special reporting. Moreover, the

funding may well be transitional (e.g., provided as start-up funding or new initiative funding) with

no commitment to carry on the initiative or activity. Further, the actual allocation mechanisms for

the specific envelopes differ and include enrolment-based formulae, algorithms derived from

performance indicators, and decisions based on institutional submissions. Finally, it is worth

noting that the allocation mechanisms may, in fact, change from year to year. In the case of the

allocation mechanism employed for performance funding, for example, it “changed four times in

eight years.”  (p.54 Revisiting…)
Slide 20 

· ‘targetted’ funding

· Ignores ‘core operations’

· Start-up $ - project based not on-going

· Targetted expansion based  on a formula ‘construct’ that was designed for institutional “block grants”  not program funding

· Uncertainty – level $, timing, base vs. one-time, reporting expectations

· Policy changes with major implications – capital, student assistance

· Multi-contributors – added complexity,  draws on scarce resources, added overhead, skews priorities

The key points to note about funding mechanisms is that unless ‘core operations’ are being funded properly, the use of targeted envelopes can lead to quite unexpected outcomes and, in fact, may result in greater costs to government.  In Ontario, for example, 
The government chose to employ the existing BIU weights as the base level of funding for the targeted expansions, seemingly ignoring the fact that the BIU weights were never intended to reflect specific program costs. Not surprisingly, government had to revisit the funding levels in some cases and make adjustments (e.g., medicine, clinical health sciences). The added turmoil and overhead associated with revisiting such initiatives represents a significant un-stated cost to the institutions, to government, and to taxpayers. (p.55 Revisiting….)
The most recent example of the preceding is the current ‘graduate expansion’ where it is clear that the available funding is well below what is required. Nevertheless, for a variety of reasons, institutions are still driven to compete for more graduate students.

 It is also worth emphasizing that the year to year uncertainty surrounding the allocation of specific envelopes is hardly conducive to planning and the efficient, effective use of the resources. Institutions necessarily ‘hedge their bets’ holding back on long-term commitments, adopting short-term measures to address increases in enrolment demand. Again, to illustrate with a current example, the government has not fully funded recent increases in enrolment, and the uncertainty of that situation (with a liability estimated at ~$100 million) is creating even more difficulty as institutions contemplate taking even more students in the future.
In Without A Roadmap, the point is also made that colleges and universities were not complete ‘innocents” with respect to funding mechanisms and the regulatory environment. As noted earlier, during the period in question, many institutions lobbied for more tuition flexibility. Some also lobbied for earmarked grants.  The university community also ‘signed on’ to the Federal Innovation Strategy including the pressures it brought to bear on the provinces and on institutional budgets. “The ‘bottom line’: almost any money was better than no money.” (p.44 Without A Roadmap)  
Slide 21

Summary 
· Expanded mandates 
· Research (indirect and faculty costs)

· Diversity and expanded access (added costs)

· Expenditures

· Operating $ being used for “new” purposes (capital financing, expanded student assistance)

· Faculty compensation – must be seen in the context of ‘markets’ 

· Funding mechanisms

· Major impact on the effective and efficient use of resources
Slides 22 and 23
Considerations
The PSE sector encompasses more than just operating grants to universities.  
Matters of funding ‘sustainability’ in the PSE sector extend to a variety of government investment vehicles including capital grants, direct student assistance and tax expenditures. The following table provides a summary of estimated government PSE investments in Ontario and indicates that over the past decade provincial funding has increased markedly (+85%) in absolute terms and as a proportion of the provincial budget and provincial GDP. During the same period Federal investments have increased markedly as well and combined with the provincial investments show an increase in total PSE investment relative to provincial GDP.  The table does not include specific reference to skills training expenditures which, if included, would add considerably to the existing totals.  One can argue, perhaps, about whether certain expenditures such as the Canada Learning Bonds and Canada Educational Savings Grants should be included in current PSE expenditures but the fact is those programs are all part of what the Federal government considers to be investments in PSE. 
‘Snapshot’ of PSE Investments in Ontario – Provincial and Federal
[image: image5.wmf]Ontario Provincial PSE Expenditures
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Research Grants
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Provincial PSE as % GDP
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Provincial Budget ($ billions)
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 Provincial PSE as % Budget
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 Federal PSE Expenditures in Ontario
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Total  as % Provincial GDP
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This table is intended to illustrate the range of investments. It has been compiled from a variety of data sources as follows:

Investment 
Coverage

Source
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PSE 

State of Student Aid Survey, Millennium Foundation

Operating  Grants

Universities 

COFO Financial Report

Colleges 

Colleges Ontario, Environmental Scan

Research 

Universities 

COFO Financial Report

Capital 

Universities 

COFO Financial Report

Student Support

PSE 

CANSIM 385-0007 Support to Students Expenditures

Tax Expen ditures

PSE 

State of Student Aid Survey, Millennium Foundation

Tax Expenditures and Evaluations, Department of Finance


The preceding snapshot does not include reference to federal transfer payments to the provinces.
Final Comments  (Slide 24)
· Current funding policies / practices could be improved

· More effective use of existing resources

· The existing array of PSE investments deserves review

· Prospects for the future….??? 
This presentation is intended to shed some light on university finances to help inform the debate about the sustainability of higher education funding. The PSE sector in Ontario has been transformed in many ways over the past two decades – initially through what is seen as a period of retrenchment for part of the 1990s and then through a period of reinvestment and expansion that carried through the last year or two of the 1990s  and well into this decade. The “reinvestment” involved expanded mandates that have, in effect, placed added strain on institutional resources and ‘core operations’. At the same time the realities of increased competition for faculty placed added financial pressure on a funding regime that, at best, was barely coping with the significant increase in double cohort and then graduate expansion.  Add in a few ‘zingers’ like the stock market ‘crash’, pension liabilities, and major reductions in government revenues and questions about financial sustainability become ‘top of mind’.
What’s to be done?

· The costs associated with expanded mandates need to be recognized. 

· Funding mechanisms need to be simplified to facilitate planning and the effective use of resources. 

· The uncertainty regarding grant allocations must be addressed.
The recent Knowledge Infrastructure Program (KIP) appears to have recognized the capital financing difficulties faced by institutions.  Thus one might anticipate that considerably less debt financing and fund-raising will be required for this current set of KIP projects as compared to the SuperBuild era.  

It is also the case that both levels of government have invested heavily in PSE using different vehicles and it is time to review the efficacy of some of those investments. 

Prospects for the future…? I leave for others to debate. My task today was to help unravel some of the key developments in PSE financing over the past decade or two in an effort to help inform the necessary debate.   Thank you!
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