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Background

This, the fifth joint consultation on the vdues of higher education, organised
between S George's House, Windsor Castle, the Council for Industry and Higher
Education (CIHE) and the Society for Research in Higher Education (SRHE) will
focus on the impact on UK universities, in terms of styles and philosophies of
management and leader ship, of business concepts and the impact of new governance
arrangements which have led to the increasing representation of business on
university boards. Sronger links between universities and business are changing the
dynamics of gtakeholder management in universities, with many embracing the
dobal, the nationad and the locd as they evolve their missions. Leaders in both the
business and HE sectors live in an age of GQupercomplexity® where they face gobal
competition, radical organisational change and pressure to manage and lead their
organisaions in times of uncertainty and complexity.

Discussions a S George® have aways centred around the broader background of
the values that might underpin and distinguish dl higher education institutions. The
2008 discussion takes forward the work of the CIHE on enhancing the international
competitiveness of universities? and echoes some of the current discussions on the
relevance of universities, their increasing internationaisation and their management
as leading dobal ingtitutions®.

Traditionaly, the operation and organisation of universities depended on a shared
sense of professiondism. And in higher education this meant the professionaism of
the scholar, an unwritten code of behaviour that, by and large, bound together
individual scholars in universities. Little was codified in terms of contracts or job
descriptions. Lecturers had tenure, and the freedom to undertake their own
research and, within relatively broad expectations, to be responsible for the content
and conduct of their own teaching and tuition. The professiondism of the individual
scholar, and of the collectivity of scholars, determined and ensured the quality of
the subject provision and the standards of the university.

The pressure for change

Over the past twenty years that approach has changed significantly. An increased
focus on outputs and learning that reflects business needs as well as those of
students, new controls and new forms of governance have al driven ingtitutions to
be run more on business lines. A consequence has been the more centralised
management of institutions. With declining resources and increasing student
numbers, universities have needed to secure greater 'output' from staff. They are
subject to much greater direction, management and appraisa. They are no longer
the autonomous, or semi-autonomous, academics of the past.

! The term GupercomplexityCis taken fram Ronald BarrettORealizing the University in an age of supercomplexityOBarrett, Society for Research
into Higher Education (SRHE) and Open University, Buckingham, 2000

2 Richard Broan: International Competitiveness and the Role of Universities, CIHE, 2007

® UUK and CHERI: The Changing Acaderric Prafession inthe UK: setting the scene, 2007
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In addition, as the 1990s progressed into the 21st century, institutions have sought to manage
their research to maximise their competitive share of nationaly available research funds from
the funding councils. Recent moves by the Research Councils (following the Warry Report4)
has led to an increased focus on the economic and socia benefits and outputs of their funding.

This pressure for change has dso manifested itself a an ingtitutiona level, with higher
education institutions needing to change their management and leader ship styles. Research by
the Leadership Foundation for Higher Education® has shown that in an increasingly diverse
higher education sector, with flatter institutional structures, with diminishing financial support
from the Sate, and with many functions becoming professionalised, fuzzy boundaries have
developed between academic, administrative and managements spheres of work. This has
evidenced itself in HE ingtitutions becoming increasingy centrdised on the one hand, but on
the other hand delegating responsbility to specidist units, e.g. marketing, human resources,
internationalisation, tech transfer, estate management and continuing education to name a few.

We aso recognise that many of the pressures facing higher education institutions (HEIs) in the
UK are dso evident elsewhere. The experience in the US shows that for many tr aditional
HESs the need to maintain and evolve the institutiond mission is being influenced by the
growing number of stakeholders who are pulling ingtitutions in different directions.
Diminished public funding has resulted in a dependence on donors and corporations with
varied interests. This strain has led many to explore the @r-profitOmodel as a way of deding
with the aforementioned challenges.

Managing complexity Pan evolving experience

As a result of dl these factors, the independence of the individua academic has been
diminished along with their independent academic judgement. Academics have become more
dependent on and integrated into teams whether at an ingtitution or faculty level. Control of
the curriculum has been centr aised along with responsiility for quality and standards. Trust
is no longer the preponderant value and academic professionalism no longer of itself sufficient.
We have adso seen an increasing role for administrative and professiona staff in supporting
academic mission, in introducing business-like approaches to human resources, supporting
internationa students and marketing.

We have dso seen the growth of @anagerialist approachesOin higher education as a way of
deding with the complexities of the HE sector. A literature review by Celia Whitchurch
highlighted a number of interesting observations about the challenges in higher education:

I The concept of @anagementCin universities is poorly defined and understood, and has
aso been Gontested as being antithetical to academic cultures and ways of workingQ

I The literature is fairly critical of Gnanageridist approaches to the delivery of academic
agendas, whereby management is seen as something that is controlling rather than
facilitativeQ

| There seemsto be aperception of a Qr ansfer of power from the academic community
to those with management responsibilitiesE implying a clear separaion of agendas
between managers and rank-and-file academic staffO

The position is more complex than this summary suggests and the role of the manager-
academic is increasingy recognised. Egqually, it is perhaps inevitable that as higher education
funding increases so al funders - whether the Sate, fee-paying students or businesses - will
want to see greater evidence of the return on their money. Indeed, in a tight public
expenditure climate, higher education has to fight its corner and demondgrate that it is
delivering value, high quality and outcomes that have demonstrable national and even gobal

* Peter Warryled an Economic Impact Graup which reported to the Director General of Science and Innovation on 14 July 2006. The graupOsvork
focused on exploring the economic impact of Research Councilsinthe UK

® CeliaWhitchurch: Prafessional Managers in UK Higher Education: preparirg for complex futures, LFHE, 2006

® Gary A Berg Lessons franthe Edge: for prdfit and non-traditional higher education in America, 2006
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benefits. A @ha worksOparadigm across the public sector and reforms of the public sector
has dso reinforced the apparent rationale for adopting manageridist approaches in universities.

The organisational ecology of many HHs is dso changng. The involvement of a complex range
of stakeholders (both interna and externd) in university affairs has influenced the governance
structures of these ingtitutions, embedding more transparent approaches to leadership,
management and communication with stakeholders. Collaboration with business and other
key stakeholders is prompting them to become Gommunities of professiona staff, not just
communities of scholars3. The @odernCuniversity as an evolving corporate entity therefore
pursues transparency through clear governance, partnerships and strategc aliances to enhance
their local, national an internationa relevance and inter-disciplinary approaches to fecilitate the
development and sharing of new knowledge.

Universities as major businesses

This orientation towards adopting new forms of management, leadership and organisational
evolution is reinforced by the recognition tha universities are also major businesses in their
own right. It istherefore appropriate that they should be businesdike in the way they are run.
They have a range of missions and need to be able to demonstrate that they can deliver on
those missons. In an increasingy litigous age, they need to be able to substantiate the
expectations they engender in their clients, cusomers and partners. They need to have regard
to their risk exposures, to how their partners (sometimes franchised in the UK and overseas)
perform and to their record in developing employable graduates. Accountability against these
types of key performance indicators and others has fundamentally changed the character of
many univergities, how they are managed and what is expected from them. In an age where
university Vice Chancellors are having to re-dign their responsibilities towards fund-raising,
engagng dumni and key stakeholders outwith the university, there are consequences for the
roles and responsibilities assigned to the senior management team D requiring greater
atention to centradised styles of management. What indeed are the leadership qudlities
required in the 21 century university? As university misson statements and centra contr ols
increase, what are the implications for individud loyalties: do academics remain focused on
their discipline or isthere ashift towards corporate and collegial cohesion?

Both business and the HE sector operate in supercomplex domains where there is much
similarity in experience. The challenges are not unique, but sit dongside each other. Hence
there isagreat need for boundary spanning across sectors, to extract the lessons learnt about
how to dea with radica organisationa restructuring, refocusing of mission, transparent
corporate governance, leadership and management. This connectivity across sectors aso
extends to exploring how the experience of world-class companies is applicable to universities.
Companies such as Rolls Royce, BAE Systems, GKN, AstraZeneca, ICI, IBM, Glaxo-
SmithKline, Pfizer, Logca CMG, and the many innovative businesses in the services sector
(financid services and the creative industries) have extensive experience in building knowledge-
centred businesses. They have excelled at exploiting their knowledge base, but can aso learn
from how UK universities have developed world-wide reputations as knowledge-centred
ingtitutions with strong core vaues, a focus on quality and commitment to knowledge and new
technologes that are pioneering and yet senstive to market requirements. How do
businesses create an esprit de corps that builds executive commitment to long term mission?
How do businesses create knowledge-based linkages with universities that are embedded in
learning from higher education as much as sharing experiences with higher education?®

The knowledge intensive economy

The CIHE® research on international competitiveness and the role of universities shows that
the growth of the service, creative and high-tech sectors helps explain why UK GDP per head
has moved from last to third amongst the group of leading advanced countries and above the
median for al OECD countries over the last 10 years. Output per head and productivity

7 AUT: Buildng the Academic Team: Areport on the contritution of academic-related staff to the delivery of higher education, 2001
8 Both the Leitch Review of Skillsand the Sainsbury Review on Science and Innovation have referred to the need for high level skillsand stranger
lirks between universities and businesses to ensure the continued international conpetitiveness of the UK economy.

Background Note DSt George® 2008 3



CIHE < George®Windsor SRHE

(output per person employed) in the services sectors has risen faster in the UK than in the
USA over the period 1990 P 2005. As the Chief Economist a the DTI has sad (E  amost
50% of total value added in our economy comes from the knowledge driven sector E while
over 60% of services exports are in knowledge based services® Productivity improvements
have driven the more knowledge intensive parts of the economy, and as arecent paper by HM
Treasuryl0 suggests, if expenditure in such intangbles as R&D and human capital is treated as
investment rather than intermediate consumption, then UK productivity and output would be
much higher than currently recorded.

Research for the LFHE Leadership Summit 2006 posits the view used by Peter Scott! of
describing universities as ®nowledge businesses battling for market shareOand therefore in
many ways they mirror the doba businesses found listed on the FTSEL00 and many other
firms operating in the knowledge intensive economy. It is these similarities and the
opportunities for lessons sharing between higher education and industry that is the focus of
this & Georges discussion. The recent review on innovation and science policy by Lord
Sainsbury??2 confirms the CIHE view tha universties are indeed key to our knowledge
intensive future. The 2006 CIHE report International Competitiveness: Businesses working with UK
Universities'3 suggests that while the earth is flat and increasindy inter connected the landscape
is punctuated by peaks of international excellence that have universities at their core. The
CIHE research captures the views of leaders from multinationa businesses that continuous
innovation has to lie at the heart of our economic future?®.

The value of the HE sector extends beyond the @roductionOof high quality graduates and
postgraduates who are vita in a high value knowledge-based economy. Higher education is a
vital component in the value-adding chain, but HEs aso offer business access to novel forms of
knowledge management, skill formation and new technologes. If we acknowledge the notion
developed by Barnettls of a creative community that reflects universities as sites of super-
complexity then in this knowledge economy the @evelopersOof new knowledge will span
across the tr aditional univer sity-industry divide. The consequences are numerous:

I We see univerdities adopting the corporate traits of networking, laterality, hybridity,
flexibility, multi-tasking, and media capabilityl” and learning from business practices
such as the delegation of authority and decison-making, the recognition of diversity of
talent, perspectives and ideas, and developing distributed systems for the diffusion of
knowledge.

I We see the emergence of a new type of professiona manager in universities, leading
to the development of a post-collegal, post-managerid form of university community
as outlined in the W hitchurch research for LFHE

I We see businesses in knowledge intensive sectors working proactively in partnership
with universities to harness new technology in the form of new products and services
for wedth generation but dso to tackle some of the world® key chalenges B
sustainability, the environment, poverty, disease and economic development.

I We see businesses becoming more knowledge-centred, adopting more amenable
gpproaches to the value of blue-sky research, and working in partnership with
universities and not-for-profit organisations.

Arguably both universities and businesses are seeking to colonise and capitalise on key, high
profile and potentialy profitable public policy areas for their own commercid advantage. The
challenge for universities is achieving a collaborative approach with business, whilst a the same

9 Vicky Pryce as reported in FST Jourral, September 2005

10 1M Treasury: Intangible Investrment and BritainO $roductivity, Treasury Economic Working Paper No.1, October 2007

! Peter Scatt, in John FiddenOntraductory remarks to LFHE Leadership Summit, 2006

12 Lord Sainsbury of Tuniille The Race to the Top: a review of GovernmentOscience and innovation polides, October 2007

13 Richard Broan and Philip Ternouth: International Competitiveness: businesses working with universities, CIHE, May 2006

1 see Thomas Friedman The worldis flat

15 see also DTI Occasional Paper no 6; Innovation inthe UK; July 2006

16 Barnett: Realising the University in an age of supercomplexity, Open University/SRHE, 2000

7 Taylor: Being an Academic Today: changing identities in higher education, ed by R Barrett and R di Napoli, SRHE/Open University, 2007
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time ensuring that business @ncroachment on the preserve of the HE landscapeQis not
detrimentd to the fundamenta underpinnings of a sustainable HE sector.

What is the leader ship role for universities in a goba and internationaaised world? What is
the role of universities now in a networked knowledge economy? How do we encourage the
@uzzyingOof the boundaries between the life-world of the university and the expression of
knowledge in the economy through commercia businesses? At an ingtitutional level, how do
we encourage the cross-pollination of ideas and experiences as universities become more
business-like and as businesses explore ways of generaing new knowledge? How do we
encourage innovation in the organisationa hybridity and transitioning of management and
leader ship approaches based on the experience of business?

New forms of leadership and management

The purpose of this consultation will be to explore the tensions and implications arising from
these new readlities and responsibilities evident in the higher education sector and in business
and to examine how these changes in the operation and organisation of our universities have
affected their character and their delivery of high quality education. In doing so, we start from
the premise that our universities generaly deliver standards of service which match the best
available anywhere in the world. However, some staff feel their needs are not fully
understood or their views and concerns are ignored. Some seem to feel marginalised, rather
than consulted as professional and dedicated people.

Universities, like al large organisations, have the capacity to be both mission focused but also
unresponsive and inflexible.  This consultation offers an opportunity to address the
consequences for higher education of this rising business orientation and focus, and to debate
its benefits and drawbacks in terms of both the practice and vaues of higher education and the
expectations of al its partners.

Issues and topics for the discussion groups:

During the course of the 2008 discussions we would like al participants to consider the
following quegtions:

1. How do we ensure tha the main drivers underpinning the increased collaboration
between universities and industry are value-centred and do not distort the historical
responsibility of universities in the pursuit of new knowledge?

2. What lessons can be learnt from the private sector to develop more innovative
responses to the constrained investment and funding framework facing the HE sector?

3. How do universties evolve their employment practices to take account of the
increasing professiondisation of its management cadre and extract the lessons from
business about organisationa restr ucturing and forms of leader ship?

4. How can we integrate researchers, teachers, professiond and administr ative staff in
HHEs into teamsto develop leading-edge approachesto contributing to mission?

5. How do universities go about managng the balance between needing to address
nationa versus gobal priorities?

6. What lessons can be learnt from the realm of socid entrepreneurship as the middle
ground between universities and business?

Note:
Thanksto Richard Brown, Helen Perkins, Martin Gaskell and David W atson for their comments and input.
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