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Overview

Figure 1: EFTS Growth
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Figure 2:  University EFTS Trends
The stronger universities are performing well from a financial perspective and show an increase in income per EFTS, due mainly to a continuing trend of increased income from research and other sources. Overall, however, the university sector has been performing satisfactorily but not strongly over the period.
Key performance results:

· EFTS in 2001 rose by some 4% or 2,500 after a slight drop in 2000;

· Over the 1996-2001 period there was an EFTS grew of 15%;

· Growth over the 1996-2001 period by each university varied widely with the highest growth being Auckland University of Technology, Massey University
 and Auckland University in that order;

· Over the 1996-2001 period, overseas EFTS have grown 96% and are now 9% of the total EFTS in the university sector; 
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VUW had a turn-round performance in 2001.  It now exceeds our minimum threshold on all counts – one of only two universities that do;

· Auckland University, Victoria University, Massey University, Otago University and Waikato University had operating surpluses of 3% or more;

· Canterbury and Lincoln each recorded operating deficits;

· Income increased by 8% (an increase of $116 million) from 2000.  A major contributing element was a $63 million increase in international student fees. Research and other income increased across the sector by $43 million.  These results suggest a continuing trend of increased income diversification;

· Reported personnel costs increased by 10%
 from 2000 to 2001 and those costs, as a percentage of total costs, rose from 56% to 58%.  FTE staff over this period rose by 2%.
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Liquidity remained weak
, deteriorating from 13% of operating cash-flow in 2000 to 10% in 2001.  In part this reflected internal financing of capital works from cash-flow. In terms of cash-flow cover only 4 of the 8 universities were at or above the TAMU guideline of 1 month’s cover; and

· 5 universities had negative working capital.  5 out of 8 had a quick ratio of 1 or less. The university sector working capital was the lowest since 1996.

Key changes in 2001 are summarised in the following table:

Table 1: Key changes

Item
2000
2001
change

EFTS
      105,948 
      110,119 
4%

Income
$1,510,318
$1,625,678
8%

Surplus
$33,237
$55,068
66%

Surplus/Income
2.2%
3.4%
55%

Liquidity
/Operating Cash Out
            13%
            10%
    -25%

Quick Ratio
1.06
1.01
-5%

Working Capital
86%
74%
-14%

Income per EFTS
$14,255
$14,763
4%

Costs per EFTS
$13,841
$14,235
3%

Fixed assets per EFTS
$27,102
$26,151
-4%

Sector Operating Income and Surplus

Figure 3: Sector Income

Income has steadily increased over the 1996-2001 period, both in total and on a per EFTS basis.  Operating surplus was above the TAMU recommended 3% threshold for the first time in 3 years.  The improvement in the 2001 operating surplus has largely been a result of income per EFTS growing at a faster rate than costs per EFTS.

Figure 4: Govt Income 

Figure 5: Research Income
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Government income
 as a percentage of total income has been steadily declining since 1996, reducing from 54% in 1996 to 44% in 2001. The highest percentage was 51% at Auckland University of Technology and the lowest was 29% at Lincoln University.

Research income increased in most universities.  University of Otago had an increase of over $4 million or 10%, while Auckland University of Technology at $2 million was almost quadruple that of last year.
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Student fees as a proportion of income are shown on the following page.  The changes here are primarily related to overseas students.  In this regard the highest international fee earners measured as a percentage of income were Auckland University of Technology, Lincoln University and University of Waikato. Total university earnings were $105 million in tuition fees.

Figure 6:Student Fees as % of income


University Sector Operating Expenditure
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Figure 7: Costs per EFTS
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Total Costs and Personnel Costs per EFTS varied widely across the sector.  The highest total costs per EFTS were Lincoln University and University of Otago, which also had the highest personnel costs per EFTS, although the universities with highest personnel costs as a proportion of total costs (excluding depreciation) were Victoria University (71%) and University of Waikato (66%).

Figure 8 : EFTS:FTE (Academic)

The universities with the highest personnel costs per EFTS also had the lowest Student to Staff ratios (University of Otago and Lincoln University).

Another perspective on staff utilisation is revenue per academic staff member.  This varies significantly and is shown below.

Figure 9 : Income per Academic FTE [image: image9.wmf]-
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Liquidity and Capital Expenditure

Universities’ net cash flow from operations was $223 million, up from $196 million in 2000.  This is money available for capital and developmental needs and represents 14% of cash income.  The better performers are achieving 16% and above.

Figure 10: Impact of capex on liquidity
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Capital expenditure remained at a high level with $237 million being spent in 2001, down slightly from 2000’s $256 million. Over the last six years the universities have spent some $1.3 billion on fixed assets and $0.2 billion was generated from fixed asset sales (i.e net capital expenditure was $1.1 billion).  During the same period the total operating cash surplus was $1.1 billion.  This means that in the long run the university sector has been able to fund capital expenditure from their operations, which is an essential element of long-term viability.  Capital expenditure tends to occur unevenly within the sector from year to year, and is also has a key impact on the liquidity of the sector.  The relationship between these measures is illustrated on the following chart.

Figure 11: Liquidity and capex
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Liquidity is currently above the TAMU recommended threshold of 1 month’s cash cover, although another year of capital expenditure above operating cash surplus is likely to cause liquidity to fall below this threshold.
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Figure 12 :Cash cover
The net capital expenditure in relation to operating cash surpluses had a wide variation in the sector this year.  In 2001 Lincoln University and University of Canterbury had Capital Expenditure around double their operating cash surplus.

There is a wide range of cash cover levels amongst the universities with 5 of the 8 universities below the recommended threshold and the remaining 3 universities being more than twice the recommended threshold.

Individual capex per EFTS ranged from some $1,300 at Massey to $3,500 at Otago.  The university sector result was $2,062 down from $2380 in 2000.

Figure 13: Capex per EFTS
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Capex as a proportion of depreciation ranged from 113%-270%. The sector result was 167%, down from 191% in 2000.

Research Productivity

Research income has been reported on page 5. Two other measures that are important but also need to be seen in an overall multi-year context are publications per FTE and research income per FTE.

Figure 14 Research Income per FTE

Figure 15 Publications per FTE 

Strategic Financial Position
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The position of the sector can be summarised by comparing actual results against a minimum threshold diamond covering the following key areas.

Item
Meaning
Threshold

Operating surplus
Operating surplus after abnormals
3%

Cash cover
Liquid funds as a percentage of annual cash operating outgoings
8%          (=1 month)

Asset productivity
Income over net assets
40%

Return on assets
Operating surplus as a percentage of assets.
1%

For the purposes of the following chart the threshold targets are converted to a value of 3 using sector data. Unless there is convincing strategy to the contrary, the threshold is seen as the minimum required for prudential operation. In summary for the sector as a whole, the universities just meet the TAMU threshold for the first time.  Both liquidity and operating surpluses are still however relatively weak.

Figure 16 : Strategic Capability




































� The growth for Massey University includes the incorporation of the Wellington campus


� A significant proportion of this growth is attributable to reclassification of superannuation related costs to the personnel category at Massey University.  Taking the reclassification into account growth would be in the order of 6%.


� Typically the end of the financial and academic year is the lowest cash position for a TEI, however universities have a significantly weaker position than the other sub-sectors.


� Liquidity includes cash at bank and other readily liquefyable investments.


� Government grants includes EFTS, ITO funding and other government grants excluding research contracts.
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