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ABSTRACT

This paper discusses the funding status of Canadian
universities which are referred to as "creatures of the provinces" as
their principal funding comes from the provincial governments. Their
other main source of funde is tuition and academic fees which are
themselves subject to government regulations. Together, 78 to 8%
percent of university funds are controlled directly or indirectly by
provincial governments. Thus they are expense driven institutions.
Direct competition for funds with other public goals results in
income uncertainty for universities as illustrated by the recent
implementation of Ontario's '"social contract' which targeted its
univercities for a $216 million cutback., When government
respensibility to act in the public good conflicts with another
public good, it courts economic and social damage. Given these
problems, universities should start to exercise more of an
entrepreneurial spirit to reshape their dependency on government
funding. Universities must convince the private sector to become
long-term financial contributors to the general operation of
universities as a politically driven funding source can no longer
serve as the primary source of university revenue. Successful
tempering of the expense driven institution with these changes would
create a more balanced support base. (Includes two tables on
university revenues in 1992.) (JB)
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The Price to Pay

Universities in Canada are what Sheffield and
associates (1982) refer to as ‘"creatures of the
provinces". This reference evolved out of the fact that

Canadian wuniversities are principally funded by <the

public purse. A decade later the scenario remains intact
(see Table 1). Canadian universities navs five distinct
sources of funds: gévernment grants, fees, investment
income, sales and services, and gifts and
Government grants include grants for operating ZIunds

(monies used for day ¢o day academic administraticn and

maintenance of the university), capital Iunds (=

availazb.e fcr +the acguisition cf bulldings, egulrrTant,
firniture, vreperty, -~and, and library ©CIxS), r2searc:h
and ccnITracts Revenue from government grants ringed
fyomoa Low 2F S1.1% (M3) £o a nigh of T3 Tx (NIl Tl
averate vrevenue fcr all provinces was 27 LI JORLIRES
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includes tuition and academic fees. Re&enues from fees
across the provinces ranged from a low of 9.9% (Que) to
a high of 17.0% (NS). The average revenue from fees was
13.1%. Investment income includes income from interest,
dividends, and realized gains and losses. Revenue from
investment income across the provinces ranged from a low
of 1.6% (PEI) to a high of 4.1% (BC). The average
revenue from investment income was 3.0%. Sales and
services, also referred to as ancillary enterprises, .
includes income from sales and services provided on a
cost recovery basis. Income is generated from
residences, bookstores, parking services, conferences and
general rentals, food services, printing services,
beverage, Tenant rentals, vending services,
relecommunications, computer store, graphic services,
student health services, and child cares services.

Revenue from sales and services across %the provinces

ranged from a low of 2.4% (Que) to a high of 11.4% (NS).

ol national average revenue was 8.0%. Gifts and
danaticns, a.so referred tc as trustc and endownment ‘u-.ds,
inclueces mcnies frem dznaticns, reguests, and
cenefzazTions Revenie from gifts and donaticns across
-he rrevinces ranged from oa low of 2.2% (PEI) te a nizh
c2f 2.¢2  (Que) Trhe average revenue £frcm zifts and

ro




donations was 7.2%.

Clearly Canadiah universities continue to depend on
the public tax déllar for their financial existence.
Furthermore, their second most dependant source of funds,
tuition and academic fees, 1is subject to government
fegulations. Together, 78% to 89% of the funds that
universities receive are cocntrolled, directly or
indirectly, by the provincial governﬁents. And as such,
they are expense driven institutions.

This status assures Canadian universities an income

base; however, the base 1is subject to change as
societial, financial, and political variables dictate.
In other words, universities’ existence and continuation

ac viable institutions is dependent upon societal

o3

elief

that no matter what the financial circumstances ¢
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state higher levels of learuing opportunities are
essential for the continue growth of the state. This
direct competition for funds with other public goals

resuits in income uncertainty for universities.
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facing cuts in the range of 10 per cent of their overall
provincial funding. Iﬁ~ addition, the provincial
government attempted to recover $2 billion through public
sector employees contracts (Pallascio, 1993). The aim of
the contract was to provide financial relief to a cash-
strapped government -- $10 billion in the red with no
signs that the fiscal situation wouldn’t redline even
further.

The financial crisis of the provincial government
became a financial crisis for universities. Universities
were forced to share the pain.

The impact of this situation is more fully
appreciated by examining Table 2. The reliance on
government grants by Ontario universities is significant.
McMaster University receives 57% of its revenue.from
government grants, the lowest percentage of all Ontario
universities. This rating is offset by the relativel?
substan-ial percentage (19%) received in gifts and

doraticrs. The remaining universities depend on

(Lo-awad .

Srzring the rain meant “hat guality ard
accessipility 0of Cntaric universlitles fecCame anc remalns
ma<sy sSsncerns. Whnether investment in universities i A
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necessary investment to achieve a healthy economy is

under seige. Actions of the provincial government would
indicate that the linkage, at best, is a weak one.

At the same time, it must be recognized that
"governments are trustees for the taxes paid by their
electors" (Williams, 1992, p.71). It 1is thus the
university’s héavy dependence on public funding that is
the real focus of concern.

Government exercise of this legal right potentially
constrains the operation of universities. For instance,
when governmental action taken in the name of the
invested public trust is dohe without consideration cf
its effect on another public trust, universities,
disaster is around the corner. Higher levels of learnin
are nurtured only when the responsible institutions,
universities, are enabled to pursue their own
intellectual growth and in so doing also encourage cthe
analytic énd critical develorment c¢f the student. o
appreciation of this situation is imperative. Unexpected

resource ceonstraints restricts the degree to which tn=

o aa

3 - < - - 3 5 .~
apcve can occur. T is =his constraint that must k=2
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guarded. Called fzr is the "recocgnition ¢n tne rart °o-
zovernment that the c¢otntinual atoirition T UnIversity
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cope" (Sims, 1989, p.32). This point was further
reinforced by Pritchard (1992) in commenting on higher
education in the United Kingdom. In this context,
Pritchard notes that moderate degree of stress
facilitates performance but excessive stress merely
dispirits.

The damage and potential damage that is being done
to universities across Ontario exemplifies what happens
when the preceding points are given little, if any,
attention. What has happened in Ontario highlights the
problems that are assumed by any institution that is
~nswerable to a diversified audience but whose ability to
respond is restricted by a single external agency. As
noted .by williems (1992), "the ways in which
[universities] receive their funds affect institutionail
incentives and hence influence their organizational
behaviour and the compcsition of the academic services
they provide" (p.88%).

The position of expense driven institutions has been

ight <o funds is guaranteed.

icns greatly. Universities must therefcre

PR

start -2 exercise mcre cf an enterpreneurial spirit an
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reshape their dependency on government funding. This
view has been expressed by Porter (1991):
As currently sturctured, government funding

mechanisms for universities may not adequacely
underwrite the cost differentials that exist

between science -- and technology-related
courses and other fields of study.
Governments should re~evaluate existing

funding mechanisms and take steps to ensure
that adequate resources are available for
programs directly linked to competitiveness.
Provincial governments should also re-examine
the appropriate role of tuition in the overall
university funding mix and the potential for
school autonomy in settirg tuition fees. The
privatisation of some programs Or even
institutions should be seriously considered.
(p.9%1)

The signs clearly indicate a need to reconceptualize
the relationship between university and government and
between university and the private sector. Universities

must convince the private sector to become iong-ter

3

financial contributors to the general operaticn of
universities, not Jjust for designated ad hoc research

ventures. If qualitv and accessibility are

(t

o be

retained within the wuniversity milieu and

if the
university is an essentail component £for the continue
arowth cf the state, then a politically driven <.
source can no longer be the primary source cf revenue

~he university. The expense driven status

universities must ke tempered with an income driven
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status. In this way, "the university can behave market-

like, because the possible injustice is corrected by the

-subsidy of the government" (Savenije, 1992, p.6). This

balance 1is essential unless economic Darwinism is to
rule. With this more balanced support base, the
elasticity of the universities’ ability %o respond to

societial needs and at the same time provide leadership

returns to a healthy and productive state.
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