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1.
Executive Summary

The Institute of Chartered Accountants in Australia (ICAA) is the oldest professional accountancy body in Australia.  It currently represents more than 35,000 Chartered Accountants in Australia and overseas.

The ICAA is particularly well positioned to comment on issues of concern to the committee.  The ICAA has a special interest in education, running its own post-graduate courses for all members and, with CPA Australia, accredits the accounting courses of each of the 37 universities offering accounting degrees.

Over recent years there has been a disturbing increase in ICAA members reporting concerns which point to a decline in standards of tertiary qualifications. These reports focus on:

· alteration of course results for full fee paying students;

· a sharp increase in the average age of accounting academics resulting from fewer young Australian and overseas trained PhDs choosing teaching in Australia as a career;

· the effect on teaching quality of declining per-capita public funding to accounting faculties.

Allegations and rumours of alteration of course results for full fee paying students is causing serious damage to Australia’s reputation as a world-class educator.  The ICAA is concerned that a tarnished reputation will:

· damage a vital and growing $3 billion export industry;

· curtail overseas employment opportunities for current and future holders of Australian degrees.

The responses to this crisis by the universities and the Commonwealth have been tepid at best.  The ICAA recommends:

· a swift, decisive, independent and transparent quasi-judicial inquiry;

· the comprehensive protection of whistleblowers.

The average age of accounting academics is increasing rapidly due to the inability of faculties to attract young talent from Australia and overseas.  Evidence provided to the ICAA suggests this is due to:

· decreasing Commonwealth funding and increasingly volatile private sector funding;

· poor rates of pay for accounting academics compared to overseas institutions and other career options.

The ICAA recommends:

· an independent market appraisal;

· decoupling of any links between salary supplementation and fee paying students;

· a “patient capital” approach to university funding from both the public and private sectors.

Commonwealth university funding changes over the last decade have seen per-capita allocations to accounting courses placed on par with “chalk and talk” courses such as arts and law.  The ICAA believes:

· funding is inadequate given the IT-reliance of courses and the cost of attracting world-class academics;

· the reduced funding has resulted in tangible reductions in teaching standards reflected in the skills of graduates which is beginning to be reflected in the quality of graduates.

The ICAA recommends:

· increasing per-capita funding to a level concurrent with other information technology-reliant courses

· the convening of an independent and transparent inquiry into per-capita funding levels

The ICAA would value the opportunity to provide evidence of the concerns of its members to a public hearing of the committee

2.
Introduction

2.1
Why this inquiry is important to the ICAA

The Senate inquiry into the capacity of public universities to meet Australia’s higher education needs provides a unique opportunity for the Institute of Chartered Accountants in Australia to bring three long-held and increasing concerns about Australia’s tertiary education system to a parliamentary forum.

These concerns are:

1. serious reputation and brand damage to Australian tertiary qualifications and degree holders resulting from recent allegations of course mark alterations;

2. the ageing of academia in the accounting field resulting from the decreasing attractiveness of teaching in Australian universities to young Australian and overseas qualified academics;

3. declining teaching standards in accountancy resulting from the Commonwealth Government’s guidelines for allocation of public funding at the sectoral levels and within universities.

It is the ICAA’s opinion that the Commonwealth’s lack of action in addressing these concerns is resulting in serious reputation and brand damage to Australia’s public universities.  The Senate inquiry is the first serious and systematic high-level investigation of these concerns and is of vital importance in initiating the steps that must be taken by the Commonwealth to repair the damage already done to Australia’s reputation and to ensure that these concerns do not continue to grow.

2.2
Fit of the ICAA submission to the Committee’s terms of reference

The ICAA’s three core concerns outlined above display a tight fit with the terms of reference of the Committee.  These are set out below.

	Issue
	Relevant terms of reference

	Course result alterations
	ToR (b) – increased reliance on private funding

ToR (b)(ii) – production of sufficient numbers of…graduates to meet industry demand

ToR (f) – capacity of universities to contribute to economic growth

ToR (f) (ii) – as an export industry

ToR (g) – regulation of the higher education sector in the global environment

ToR (g) (i) – accreditation regimes and quality assurance

ToR (g) (ii) – external mechanisms to undertake ongoing reviews

	Ageing of academia/attraction of new PhDs to teaching
	ToR (e) – factors affecting the ability of Australian public universities to attract and retain staff

	Declining Commonwealth funding allocations to accounting courses
	ToR (a) – adequacy of funding arrangements

ToR (a) (i) – capacity to manage increasing demand

ToR (a) (iii) – quality and diversity of teaching and research


2.3
Structure of this submission

This submission is presented in seven sections as set out below.

Section One is an executive summary of the contents of this submission.

Section Two contains an introduction to the submission, sets out the ICAA’s reasons for making a submission to the Committee, explains the fit of the Committee’s terms of reference to the submission and contains a summary of the recommendations in the paper for ease of reference.

Section Three explains the role of the ICAA as a representative body for Chartered Accountants in Australia and Australian educated Chartered Accountants overseas.  This section also explains the ICAA’s commitment to higher education and why it has a direct interest in the protection of the reputation of Australian higher education institutions and degrees.

Section Four examines the first of the ICAA’s core concerns about higher education in the context of the Committee’s review: alleged course result alterations for full fee paying students.  This section examines the extent of existing allegations of result tampering, analyses the damage these allegations are causing to Australia’s reputation as a world-class educator.  The impact of this situation on export income from education and international employment opportunities for Australian educated accountants is also examined.  Current government and administrative responses to the allegations are also examined in some detail.  Finally, this section outlines the ICAA’s recommendations for the consideration of the committee.

Section Five outlines the increasing difficulties accounting faculties are experiencing in attracting and retaining new teaching talent from Australian and international universities, resulting in the ageing of accounting academia.  Recommendations in this section outline how long term (“patient capital”) investment and more flexible remunerations packages may address this problem.

Section Six examines the allocation of Commonwealth funding to accounting faculties at the sectoral level and within individual universities, how this results in decreasing standards of teaching and how this impacts on a range of industries in Australia reliant on high-quality accounting services.  Recommendations in this section outlines the need for an inquiry into funding allocations and the need for accounting funding allocations to be increased to match those of other information technology reliant tertiary courses.

Finally, Section Seven provides concluding comments for the submission.

2.4
Summary of recommendations

	Section
	Core Concern
	Recommendation Summary

	Four
	Alleged course result alteration
	· a swift and decisive quasi-judicial inquiry

· inquiry to be independent and chaired by a respected figure

· inquiry to have broad terms of reference and transparent procedures

· protection of whistleblowers to be central to the inquiry

	Five
	Ageing of accounting academia
	· better remuneration

· greater remuneration flexibility to attract young talent

· a review of market-linked salary supplementation

· a ceiling on salary supplementation through consultancies

· de-coupling of link between supplementation and full fee paying students

	Six
	Declining funding allocations
	· increasing public sector per capita funding allocations to accounting faculties to a level concurrent with other IT dependent courses

· an independent and transparent inquiry into equitable allocations


3.
A Vested Interest: The ICAA’s Stake in Higher Education

3.1
ICAA: “Without Fear, Without Favour”
Founded in 1928, the Institute of Chartered Accountants in Australia is the oldest accountancy professional body in Australia.  It represents more than 35,000 Chartered Accountants in Australia and overseas.  These accountants play key roles in more than 750,000 Australian businesses, public sector and not-for-profit organisations.  Services to members include setting and maintaining entry, professional and membership standards, providing advice, producing informational material, lobbying government and providing ongoing professional development courses.

The ICAA has an ongoing strategic imperative to maintain and improve standards applying to its members.  It’s motto, Without Fear, Without Favour, highlights the commitment to ensuring the highest standards of fairness, probity and professionalism are maintained by members.  This commitment lies at the heart of this submission: the ICAA is dedicated to the maintenance of the highest standards of tertiary education in Australia.  Similarly, the ICAA has, as one of its core values, a commitment to integrity and ethical conduct.  Again, this commitment underlies the position taken in this submission with regard to the conduct of Australian tertiary education institutions.

Protection and development of the Chartered Accountant brand is another core activity of the ICAA which addresses the concerns of the Senate inquiry.  ICAA qualified Chartered Accountants’ qualifications are recognised throughout the world making ICAA members highly sought after in the US, Europe and Asia.  Enhancing the Chartered Accountant brand is a central activity of the ICAA on behalf of its members.  The brand is a living and changing identity which, directly and indirectly, reflects on the organisation through it’s products – in this case, Australian qualified Chartered Accountants.  Protecting this brand from damage arising from allegations of course result tampering, declining public funding and academic standards is of obvious concern to the ICAA.

Summary:

· The ICAA represents more than 35,000 post-graduate qualified Chartered Accountants in Australia and overseas

· The ICAA has a core-level commitment to maintaining high standards of professional excellence and probity and to integrity, probity and ethical conduct

· The ICAA is committed to protecting and enhancing the value of the Chartered Accountant brand

3.2
ICAA’s commitment to higher education

The core activities of the ICAA outlined above are supplemented by a very active role in the professional education of its members.  This gives the ICAA a specific interest and expertise in understanding educational issues as they relate to the accountancy profession.

The ICAA’s own post-graduate program (in existence since 1972) is compulsory for all Chartered Accountants.  It is widely regarded as one of the most rigorous in the world and is the only Australian qualification recognised by the leading accountancy bodies in the UK, North America and Asia.  Through the post-graduate program, the ICAA is in itself a significant provider of tertiary education in Australia.  Educating several thousand post-graduate students annually places the ICAA alongside many of Australia’s smaller tertiary institutions.

Aside from it’s own post-graduate education position, the ICAA also plays a crucial role in the maintenance of standards in undergraduate accounting courses at each of the 37 Australian universities offering accounting qualifications.  This accreditation process (conducted jointly with CPA Australia) takes place on a five year cycle and covers the quality and effectiveness of accounting faculties generally, the qualifications of teaching staff, student to staff ratios and teaching standards.  The ICAA takes this process seriously and has threatened the withdrawal of accreditation on one occasion (Curtin University in the late 1980s) and actually withheld accreditation from the University of Western Sydney Macarthur, also in the late 1980s.  On this occasion, graduates affected were unable undertake the ICAA’s post-graduate Chartered Accountancy qualification and a bridging course was offered to assist the graduates.

Summary:


· The ICAA has a direct interest and expertise in and understanding of the tertiary education of accountants in Australia

· The ICAA is itself a major provider of tertiary education through its post-graduate courses

· The ICAA has a high-level understanding of undergraduate accounting courses through its five-yearly accreditation of 37 Australian tertiary institutions

4. Protecting the Brand Value of Australian Qualifications

4.1
Results alterations rumours: Should they be taken seriously?

“…some students who should have failed because they could not satisfactorily complete assessment tasks and exams eventually gain their degrees.  Some of them are now teaching, staffing hospitals, building roads and bridges and programming computers.”



Alison Elliot – senior Sydney-based academic

The last four to five years have seen an increasing amount of anecdotal evidence being provided to the ICAA by its members about alterations being made to tertiary course results by academics.  This has generally taken place under direct or indirect pressure from university administrators.  This anecdotal evidence has recently surfaced in increasing amounts in the Australian media – largely as a result of inadequate internal mechanisms for resolving academic complaints and those of students.

Reported instances of result tampering cover a range of concerns, including:

· ignoring of fail-grade exam results in final assessments
;

· changing of marks or allowing students to re-sit exams or re-submit assessment
;

· allowing pass grades without satisfaction of course requirements
;

· offering of bribes or consultancies to academics by students in exchange for result alteration
;

· reduction of pass requirements for failing students
.

Allegations have been raised in a range of courses.  Most prominent amongst these has been business and finance courses in which the ICAA has a particular interest.  However, it is clear that allegations now extend to a wide range of tertiary courses around the country.  The Sydney Morning Herald
 reports that it received calls following its reports in early January 2001 with allegations covering anatomy, physiology, management, Asian studies, microbiology, maths, engineering, health sciences, law, physics, banking, finance, marketing, cultural studies, history, humanities, accounting, education, languages, biology, environmental studies and human movement.

Circumstantial evidence would suggest that the cases of course grade alterations already brought into the public domain are only a small fraction of the totality of concerns that exist in Australia’s university communities. Queensland University of Technology Student Guild education officer, Matthew Harrison described a recent business law mark alteration case at that university as “the tip of the iceberg”
.  Clive Hamilton from the Australia Institute, commenting on the QUT case, said “…we are confident it’s not just some isolated incidents…”  The ICAA’s experience of complaints from members supports these claims on the extent of the problems.  

The bulk of concerns are not acted on by academics due to fears for their professional futures.  Members have indicated that where complaints have been raised, academics have been victimised for doing so.  One such instance came from an experienced accounting academic at a regional university.  This academic was teaching a final year undergraduate course of full fee paying students and had informed university administrators that he did not intend to pass the students due to poor academic performance.  The faculty member was replaced by another who passed all of the students in the course.  The ICAA member academic has since been relegated to teaching only first-year courses and believes this is a direct result of his actions.  A second case arises from an ICAA member at a major metropolitan university teaching an auditing course also to full fee paying students.  This academic wanted to fail the bulk of his students on academic grounds.  He was replaced and has since unwillingly retired on “medical grounds”.  He believes this is a direct result of his actions.

It is the ICAA’s opinion that, if left unchecked, the problem with course result alterations can only become greater in scope and scale.  Most of the allegations raised with the ICAA and in reported cases relate to full fee paying students, the bulk of which are made up of overseas students.  There is considerable evidence that the increasing reliance of universities on funds gained from full fee paying students results in university administrations placing unacceptable pressure on academics to ensure passing grades for these students.  Clive Hamilton from the Australia Institute points out that “it is not going to be in the interest of the university if substantial numbers of fee paying students are failing their courses.”
  Hamilton also suggests that Australia Institute research showed pressure on academics to pass full fee paying students comes from university administrators with little academic experience “who…are under increasing pressure to provide financially for their institutions from outside sources”.

Australia’s universities are increasingly reliant on fee paying students for operating revenue.  Current estimates suggest domestic full fee paying students will total eight per cent of all enrolments by 2003 with overseas full fee paying students contributing 20 per cent.  With over one quarter of all students at Australian universities being full fee paying by 2003, the scope for course result alterations resulting from the pressures described will be much greater than it is today.

Summary:

· Allegations of course result alterations cover a wide range of courses but are most common in business and finance degrees

· Circumstantial evidence (in the media and from ICAA members) suggests the published allegations represent only a small fraction of the concerns in the university communities

· Increasing reliance on full fee paying students for income suggests this problem will only get worse if not formally addressed

4.2
“Death by 1000 cuts”: Results alteration’s impact on accountancy

“…such statements, as yet unsupported by evidence, do damage to the reputation of the sector and to the integrity of Australian academics”



Stuart Hamilton, Executive Director, Australian Vice-Chancellors’ Committee

To a certain extent, deliberation over the extent or veracity of the course mark alteration allegations are irrelevant in terms of the damage being done to the reputation of Australia’s universities and the holders of degrees from these universities, regardless of their nationality.  Unsubstantiated rumours themselves have the capacity to do as much damage to Australia’s universities and degree holders as the result of the allegations if they were to be proven correct.

In the case of universities, which produce in education a largely intangible product, perception is reality.  An un-named external marker of the science honours graduate in the recent Wollongong University allegation said, “…it won’t be long before our reputation stinks to high heaven.  Maybe it already does.”

Stuart Hamilton of the AV-CC correctly suggests that “…our academic community [has] always been proud and jealous of [its] integrity...”
  This integrity is a result of a reputation for fairness, excellence and equity stretching back more than a century – much of which is in danger if the current allegations and rumours are permitted to continue without a systematic and high-level investigation.

The challenge facing the Australian university communities, graduates, the AV-CC and the full gamut of stakeholders is a classic one of reputation management.

Summary:

· The truthfulness or otherwise of the allegations is essentially irrelevant while persistent rumours continue to curtail Australian universities’ reputation for excellence

· The challenge facing stakeholders is one of reputation management

4.2.1
Unaddressed rumours threaten Australia’s education export industry

Over the last 15 years, education has grown consistently as an export earner for Australia from an insignificant amount to a $3 billion national industry. This industry has been built around Australia’s reputation as a world-class educator. Most of these earnings are from south east Asia where attractiveness of Australia as an education destination was founded on the Colombo Plan, following World War II, where Asian leaders were educated in Australia.  

The current rumours and allegations of course result alterations threaten to undo the reputation founding work of the Colombo Plan at exactly the time Australia should be seeking to further capitalise on the opportunity to educate the next generation of Asian leaders.  The benefits of this are obvious and of too great importance to risk through indecision by Australia’s university sector and the Commonwealth.

Compounding the threat to Australia’s education export industry is the seemingly voracious desire to cover these allegations by the south east Asian media.  Anecdotal reports from ICAA members throughout Asia suggest that this prominent coverage has caused much consternation in Asian business communities.  This is particularly so in Singapore where the Straits Times has run a number of articles based solely on Australian media coverage of the issue.

Tertiary education institutions in other parts of the world have been quick to capitalise on the declining reputation of Australian universities.  ICAA members in Asia report that US and European universities are increasing their marketing efforts in the region.  This is also compounded by the increasing quality of Asian universities which are “becoming world class”
 and seeking to attract local students who would otherwise be part of the Australian market.

Summary:

· Unaddressed allegations and rumours about course result tampering threatens Australia’s $3 billion annual education export market

· Media coverage in Asia is compounding this problem

· Tertiary institutions in Asia, Europe and the US are increasing their marketing efforts in Australia’s traditional market

4.2.2
Unaddressed rumours threaten Australian employment opportunities abroad


“[Course result alterations are] a fraud on the majority of students who passed the subject on merit.”




Michael Hocken, business law lecturer, Queensland University of Technology

Australia’s tertiary qualifications are well recognised overseas.  This is particularly so with accounting qualifications and many Australian educated accountants are currently employed overseas.  ICAA records show that over 4500 Australian Chartered Accountants are currently employed overseas, a substantial proportion of which are in South East Asia.

The employability of Australian graduates obviously depends on the reputation of domestic tertiary institutions.  The existing high regard for Australian degrees overseas is directly threatened by the current rumours and allegations surrounding local tertiary institutions.  Concerns arising from a deterioration in reputation is not restricted to current students but will have a concurrent impact on degree holders who are already in the workforce.

The international trade in services – of increasing importance to Australia’s current account – is highly reliant on the perceived and actual professional quality of individuals.  As professional quality is threatened by deteriorating standards in universities, Australia’s trade in services will likewise be threatened.  This situation is of grave concern not only to Australian accountants, but to all professionals relying on the international trade in services.

Summary:

· The employability of Australian professionals overseas is threatened by allegations of course result tampering

· Australia’s strong international trade in professional services is also threatened

4.3
Tepid responses are not enough

To date, the response of both the university sector and the Commonwealth to the allegations has been nothing more than tepid.  The hesitant and perfunctory responses to the multitude of allegations and rumours have done little to reverse the reputation damage being suffered by Australian tertiary institutions.

Response: Simple rebuttal of allegations

The most common response to the allegations by both the universities and Commonwealth Minister for Education, Dr Kemp, has been a swift and simple denial.  But the simple rebuttal of allegations does nothing to remedy any actual wrongdoing.  Moreover, this response not only fails to address the perception of bias, the perfunctory nature of denials arguably worsens the perception problems.  This response does not take into account understandable scepticism of education consumers towards the “trust me” approach taken from within what are perceived as largely impenetrable and cloistered institutions.

Response: Investigation by Minister’s office
Dr Kemp’s office has stated that it has independently investigated allegations raised in January 2001.  However, the Sydney Morning Herald
 claims that these investigations involved the Minister’s office simply “calling the vice-chancellors of the university and asking them to confirm or deny the allegations”.  Such a haphazard and opaque response is obviously inadequate in terms of systematically investigating allegations and even less adequate in terms of addressing public perceptions.

Response: Internal investigations the most appropriate action
In rejecting calls for an independent inquiry into the allegations, the Stuart Hamilton of the AV-CC suggests inquiries should be the responsibility of the individual universities affected by allegations
 and that academics with complaints relating to pressure placed on them by university administrations have all the internal means necessary to address their concerns.  However, there remains no evidence that internal investigations are sufficient to address either actual problems or problems of perception.  

While many of the allegations raised in this submission have been investigated internally by universities
, none of those investigations has found any evidence of wrongdoing.  The ICAA is certainly not suggesting these investigations have deliberately misrepresented their cases.  However the failure of internal investigations to find any issues needing to be addressed does nothing to address the problems of perception surrounding these allegations.  

Internal investigations also lack the transparency required to address the perceptions of stakeholders, especially those overseas.  Moreover, internal investigations lack the independence which is undoubtedly required to tackle these allegations.  Of relevance here is the failure of these investigations to comprehensively protect whistleblowers bringing these allegations to the attention of university authorities.  While Stuart Hamilton of the AV-CC assures academics that “No one with a valid concern will receive any punishment for raising the issue”
, academic members of the ICAA have indicated privately that they fear for their careers if they raise complaints and are particularly reticent about doing so in the public arena.

Response: use of the Australian University Quality Agency
The main response to allegations of course result alteration has been to refer them to the Australian University Quality Agency (AUQA).  The formation of this organisation was foreshadowed by Dr Kemp in 2000 but has not yet commenced full operation.

While the AUQA has the potential to be of some longer-term effectiveness in addressing these allegations, the ICAA has several concerns about the ability of the body to have any impact in the short term.  The AUQA is still very much a work in progress.  The organisation has not put its full staff complement in place, is not operating at the level intended by the Minister and is not in a position to conduct a systematic investigation of these concerns.  This situation led federal Senator Kim Carr, Parliamentary Secretary to the Shadow Minister for Education, to describe the AUQA as “a toothless tiger”
.  It is the ICAA’s opinion that it will be many months before the AUQA is in a position to effectively investigate these claims – by which time, the damage to Australia’s reputation will be much more extensive and difficult to address.  Furthermore, investigation of the allegations appears to be outside the AUQA’s terms of reference – a situation which Dr Kemp has declined to rectify (leading the ICAA to describe his statement as a “cop out”
).  Finally, AUQA is an organisation which is planned to fall under direct ministerial control and does not have the independence necessary to conduct a frank and thorough investigation which will satisfy public perceptions.

Summary:

· Government and university responses to allegations have been tepid at best

· Simple rebuttal does nothing to address the allegations

· Investigation by the Minister’s office is an inadequate response lacking independence and transparency

· Internal investigations lack the independence and transparency required in this investigation

· The AUQA lacks the capacity, independence and terms of reference to investigate the allegations

4.4 ICAA’s recommendations: A swift and decisive inquiry

The ICAA recommends a swift and decisive independent inquiry to address the allegations of course result alterations.  As discussed above, this inquiry is essentially an exercise in reputation management on behalf of Australian tertiary institutions and indirectly for the Australian education export market.  It is essential that rumours and allegations be comprehensively and independently investigated and acted upon.

For such an inquiry to be effective in terms of addressing actual wrongdoing and the public perception of wrongdoing, it must be truly independent of both the university sector and the government.  The ICAA recommends that this be a quasi-judiciary inquiry headed by a former judge or other community member with a strong reputation for independence.  The inquiry must have broad terms of reference and be able to freely investigate any claims of alteration of course results in any Australian tertiary institution.  Furthermore, the investigation must have transparent procedures that are accessible to any individual in the community with concerns to be addressed.

Of particular importance in the inquiry will be the protection of whistleblowers.  As mentioned, the ICAA is aware of many academics who are reluctant to air their concerns for fear of their careers.  Protection of whistleblowers must be at the heart of the inquiry with such protection written into the guidelines and terms of reference for the inquiry.

While this inquiry may cause further short-term damage to Australia’s education reputation by publicising instances of exam result alteration, the expeditious cauterisation of these concerns can only be in the industry’s long-term interest.

In the longer-term, the ICAA recommends universal support be given to the AV-CC’s own Code of Ethical Practice which asserts that “academic performance is the only criterion to be considered in assessing any student’s eventual success or otherwise in their course”
.  The AUQA also has the long-term potential to play an ongoing role in ensuring the absence of course result alteration, on the proviso that its terms of reference are expanded to cover these concerns and its independence from the government and Minister for Education is ensured.

Summary

The ICAA recommends:

· a swift and decisive quasi-judicial inquiry headed by a respected and independent figure

· the inquiry must be independent of the government and universities and have transparent procedures

· the protection of whistleblowers must be central to the terms of reference of the inquiry

5. Attracting and Retaining Academic Talent to Australia

5.1 Ageing academia: Who will teach the next generation of Chartered Accountants?

“Academic freedom now operates within a financial environment characterised by increasing reliance on industry research funding, fee based courses and consulting services.”



Australia Institute

Over the last 15 years there has been a steady increase in the average age of academics in the accountancy field.  This is a direct result of two factors: the inability of Australian institutions to attract top-quality teaching talent (specifically newly PhD qualified academics) and reluctance on behalf of Australian educated PhD holders to stay in Australia where remuneration and academic flexibility are not attractive compared with offerings from overseas.

Compared with their overseas equivalents, Australian accounting academics are poorly paid.  The gap in pay structures is compounded by exchange rate differences which impact severely on the comparative earning power of overseas trained academics considering working in Australia.  Furthermore, remuneration structures in Australia are inflexible by comparison to many North American and European institutions.

This situation is compounded by decreasing Commonwealth funding of the tertiary education sector (down six per cent between 1997 and 2000
) and increasing reliance on private sector funding.  Private sector funding is also regarded as particularly volatile – and not “patient capital”.   Much private sector funding is provided by agreement rather than by contract meaning that corporate restructures sometime result in the withdrawal of funding that has been accounted for in forward budgets by universities.

Even within Australia, teaching does not offer rates of pay concurrent with other jobs available to qualified Chartered Accountants.  For example, the base salary of an Australian professor of accounting is $99,000 per annum (current as of March 2001).  Similar rates of pay are available to a young Chartered Accountant with five to six years of experience in accounting and without the need for a higher degree.

Given this, it is little wonder that “evidence is building to suggest that Australia’s universities are beleaguered institutions, underfunded and plagued by low staff morale”
.

Anecdotal evidence from ICAA members is that this problem is likely to increase if the issue of attracting and retaining academics is not addressed in the immediate term.

Summary:

· the ageing of accounting academia has resulted from fewer Australian or overseas trained PhD holders choosing to teach in Australia

· decreasing Commonwealth funding and volatile private funding is increasing uncertainty in the sector

· Australian academics are underpaid by international standards and by comparison to other accounting-focused careers

5.2
ICAA Recommendations: Making academia more attractive though long term investment and better remuneration
While Australia’s obvious attractions in terms of lifestyle and climate are a major drawcard for academic talent, the ICAA asserts increasing rates of remuneration lies at the heart of the changes required in order to reverse the concerning trends outlined above.  However, it will also be necessary to look beyond higher wages alone to the totality of remuneration packages and the teaching experience in Australia more generally.  

Most important of these will be to increase flexibility in remuneration packages available to academics.  Some flexibility is currently available in certain universities for academics to pursue private consultancies in order to supplement their base salaries.  The ICAA recommends that this practice must be more carefully regulated to ensure that the incentive to pursue salary supplementation through consultancy does not take academics away from their core teaching and research duties.  

The ICAA recommends that an independent market appraisal of salary supplementation be conducted to ascertain the level of supplementation needed and the most appropriate way for it to be earned.  Further, the ICAA recommends that a ceiling be placed on the amount of market-linked supplementation available to academics.  While the ICAA supports flexibility in remuneration, it is vital that this flexibility does not result in academics’ commitment to teaching and research being diluted – a ceiling may help achieve this aim.

Some institutions currently link salary supplementation to the number of full fee students and in a small number of institutions even to the pass rates of these students.  This practice obviously provides perverse incentives for academics with regard to full fee paying students that are not in the best interests of Australia’s tertiary education sector.  The ICAA recommends the de-coupling of the link in some institutions between salary supplementation, full fee paying students and pass rates.

The ICAA also recommends greater long-term investment in tertiary education from both the private and public sectors.  Investment in education is “patient capital” – the pay-off from investment is well beyond most political and budgetary cycles and thus more difficult to justify than investment in activities with shorter  pay-off timeframes.  The ICAA’s major competitor education providers in North America, UK, Singapore and Malaysia do reflect a longer term public investment philosophy.  The ICAA recommends a longer-term commitment to funding support from the Commonwealth and that guidelines be put in place to help ensure the protection of private sector funding of tertiary education through legally binding contracts, particularly where long-term projects are involved.

Summary:

· higher base wages are required to attract academic talent in accounting

· an independent market appraisal of salary supplementation is required

· any links between salary supplementation and full fee paying students must be removed

· a longer-term “patient capital” commitment to funding is required from the public and private sectors

6. Protecting Accounting Faculties Through Fair Allocation of Public Funding

6.1 Lower funding allocations misrepresents the real costs of teaching accounting

Moves over the last five years by the Commonwealth to allocate per-capita public funding to universities on the basis of its analysis of per-capita teaching costs by faculty has impacted severely on accounting in Australian universities.  These moves have seen accounting receive per-capita allocations on par with arts and law courses – effectively consigning accounting to “chalk-and-talk” levels of public funding.  This situation fails to recognise the modern fundamentals of accountancy teaching in Australia.  

Accounting is an increasingly information technology reliant profession.  The maintenance of Australia’s worlds-best-practice accounting teaching standards demands that increasing use of information technology tools be made within domestic accounting faculties.  This obviously requires greater levels of funding than the current “chalk-and-talk” allocation.  Similarly, the increasing costs of attracting world-class teaching  (outlined in section five above) to Australia (from both domestic and overseas tertiary institutions) highlights the inadequacy of current funding allocations at the sectoral level and within universities.

The impact of this reduction in funding over the last five years has been an observable decrease in teaching standards in accounting faculties – a situation the ICAA is particularly well placed to observe through its five-yearly rotating accreditation of accounting degrees.  The ICAA has observed a marked reduction in face-to-face, tutorial-style teaching and a concurrent increase in mass lectures.  More disturbingly, the practice of “self marking” (students “marking” their own assignments according to a model answer posted on a noticeboard) is becoming more common in accounting faculties.  It is the ICAA’s considered opinion that these practices can only lead to deterioration in the quality of skills of accounting degree holders from Australian universities and over time reduce the reputation and standing of Australian professional accountants who are measured against global benchmarks.  In particular, international accounting firms, which recruit from a range of national jurisdictions, would avoid Australian graduates if this trend continues for much longer.

Evidence provided from major employers of accounting graduates supports the ICAA’s concerns. Employers of recent graduates report to the ICA that greater levels of supervision and on-the-job training are required of new professionals.  This has an obvious impact on productivity and profit for these employers and a flow-on effect for the economy as a whole.

Summary:

· per-capita funding to accounting is inadequate given increasing reliance on information technology and the cost of academic talent

· reduced funding has resulted in tangible reductions in teaching standards

6.2
ICAA Recommendations: Public funding allocations in line with other information technology-reliant courses

If the high standards of Australian accountancy degrees are to be maintained in the international environment, it is clear that per-capita Commonwealth funding for accounting courses be increased to the level of other information technology-reliant courses.  This issue will need to be addressed at both the sectoral level and within individual institutions – although this clearly must be addressed initially by the Commonwealth.

The ICAA recommends that an inquiry be conducted by the Department of Employment, Education, Training and Youth Affairs into equitable allocation of public funds between degree courses.  This inquiry must be conducted in a transparent manner enabling access to deliberations from all interested parties and be headed by an identifiably independent public figure.  This inquiry should develop a set of equitable guidelines by which future allocations between tertiary courses can be managed.

Summary:

· per-capita funding must be increased to a level commensurate with other information technology-reliant courses

· the ICAA recommends an independent and transparent inquiry be conducted to develop funding guidelines for the Commonwealth

7.
Conclusions

As a significant provider of post-graduate accounting education and an accreditation agency for all of the undergraduate accounting degree courses, the ICAA is in a unique position to comment on issues concerning tertiary education as it pertains to accountancy in Australia.

Over the last year, a disturbing increase in reports concerning the standards of tertiary education in Australia have been raised by ICAA members in Australia and overseas.  Of greatest concern to members is the effect of this situation on the excellent reputation of Australian accounting education and the impact of reputation damage on employability for current and future graduates.

This Senate inquiry represents the first serious public inquiry into a rapidly-developing situation which has the potential to seriously damage a vital export industry and an important source of employment for Australians abroad.  

The ICAA is very hopeful that this inquiry will commence a desperately required response to the problems highlighted in this submission.

The ICAA would value the opportunity to provide evidence in person to the Committee during its public hearings.
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