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From the Author

The knowledge society will inevitably
become far more competitive than any society we
have yet known--for the simple reason that with
knowledge being universally accessible, there will be
no excuses for non-performance. There will be no
"poor" countries. There will only be ignorant
countries.

Peter F. Drucker’

The idea for this book came while preparing a speech for the “Academic Forum”
conference organised by the Wroclaw Polytechnic, Poland, on 22-23 May 2003. The
conference focused on the EU Commission Communiqué “The role of universities in the
Europe of knowledge™. I studied the text with great interest. It left me with many doubts yet
also brought a sliver of hope—the Communiqué seemed important enough to focus on
providing my opinions and answers to the questions posed within it, i.e. on the role of higher
education in the fast-approaching Europe of Knowledge.

To this day, I've had a rather unusual professional career that has lasted 34 years,
which allows me to take part in the debate about higher education. For over 19 years, I've
been a scientific researcher active in large research centre, which gave me direct experience
of the science-industry interaction and exposed me to cooperation with various Polish
scientific and higher education institutions. After the 1989 systemic upheaval I became a
politician and served the country for 4 years as a Senator and then as the first Chairman of
the newly founded Christian-Democratic Party. Since 1991 I am the founder and Rector of
two private higher-education institutions that annually educate nearly 5.5 thousand students.
Alongside founding and belonging to several economic organisations, I have, by the very
nature of my activities over the recent years, become an entrepreneur. Both of my Schools
have been created from nothing, and grew rapidly with no recourse to public funds, simply
relying on the income from student tuition fees. I think that through such activities I am
qualified to look upon the Communiqué through the combined eyes of an entrepreneur,
politician, a researcher who spent his life in the Applied Sciences and a manager-organiser of
higher education.

The idea to create a higher education institution in Nowy Sacz, Poland®, was a
political initiative. I wanted to leave behind something important—an institution that would
ease and accelerate the process by which young Poles can gain the most important asset of
all—Intellectual Capital. Higher education, nearly everywhere, but primarily in advanced
developed nations, is the most important investment that an individual and his family can
make for himself and his children.

We are lucky to live in times when access to knowledge and higher education is
incredibly democratic. In many developed nations, over 40% of the young continue their
education past high school. The education drive® has its social and economic reasoning—the
20™ century and its technological revolution brought to an end the dominant role of physical
labour and labourers. P. Drucker® observed that, in the USA on the verge of the 21 century,
the number of knowledge workers (professionals with a higher education) was higher than

1 Drucker, P. F., (1994), The Age of Social Transformation. As originally published in The Atlantic Monthly. Electronic
document. Access: http://www.theatlantic.com/politics/ecbig/soctrans.htm

2 EU Commission Communiqué, The Role of Universities in the Europe of Knowledge, 5™ March 2003, COM (2003) 58
final, Brussels.

3 Wyzsza Szkota Biznesu—National-Louis University, is registered as the 10" private higher education institution
created in post-Communist Poland and educates its 4500 students on undergraduate and graduate programmes at
the Faculties of: Entrepreneurship and Management, Political Science and Computer Science. It also operates an MBA
and graduate programmes. Nowy Sacz is a town of 85 000 inhabitants, located in South of Poland, in the Matopolska
region, 100 kilometres from Cracov.

*In Poland, the number of students grew 4.5 times during the last 13 years.

® Drucker P. F., From capitalism to knowledge society, in: Neft, D., & Woburn, M. A., (eds), (1985), The Knowledge
Economy, Butterworth, pp.15.




that of physical workers. We can also observe a transformation in the value of natural
resources, especially those not subject to cartel agreements, as they become less important
in determining the wealth of nations, while technologies and financial resources are
increasingly available. The primary factor responsible for the development and wealth of
entire nations and individuals is now Intellectual Capital: knowledge and the ability to
manage knowledge and information. The extremely fast development of nations devoid of
any natural resources (e.g. Hong Kong, Singapore) and the explosion of corporations based
on IC (e.g. Microsoft, Cisco, Nokia) show what will dominate the global economy in the
coming years. Scientific research, backed by an ability to effectively utilise the results in
economic practice, and the speed of implementing new technologies, all depend upon people,
their knowledge and ability to utilise what they know as well as a constant drive for the
transformation of existing and the acquisition of new knowledge.

Knowledge becomes the key to success for individuals and entire corporations. Hence
we can safely say that, in the 900-year university history, the importance of higher education
has never been greater.

Education as a whole, starting from primary school, via university, all the way to
modern continuous education systems, has become a notable part of the global economy.
Not only because it provides the most important of resources—knowledge present in the
minds of alumni®—but also because it employs a large number of highly educated and
generally well-paid professionals. Increasingly, when writing about education, a new term
emerges: “the education industry”, not only to underline the role of education in the
economy, but also to illustrate the vast sums of money that are annually spent on education
by governments and individuals.” In the eyes of politicians and strategists thinking about the
future, citizen education and scientific research are becoming the key for a nation to achieve
high economic status and through that, acquiring sizeable political power on the global scene.
Yet, education and the research process evade standard project management criteria, so
typical for conventional businesses. These areas are incredibly sensitive, even chimerical,
where the amount of money spent cannot be easily translated into final results and nearly
everything depends on the people engaged in the education and research processes, their
knowledge, but also their talent and motivation. Pure systems, even when efficient and well
funded are not enough.

The key to the future is an effective, macro-scale education system, which enables
everyone able to think in abstract terms (i.e. over 85% of the population) to acquire high
school-level education, and allows over 50% of adults to acquire a 1% level (undergraduate)
higher education. This is a diametrically different task than the one imposed upon the
education system over 100 years ago. It should be noted, that over the last century, the
average level of education rose by 2 stages, from a population-wide primary-level education
to higher education.

The coming times appear stormy®. But a storm is a threat to some, while creating an
opportunity for others. Even in the most stable of areas, and here I include higher education,
stormy times can overturn the existing order—dethrone existing leaders while promoting
those that took upon themselves to face the challenge, and who look upon new technologies
or changes in the external environment as an opportunity not to be missed.

The book is structured around three major parts.

Part 1 outlines the position of European science and higher education, the challenges
faced by higher education in the light of the EU Communiqué of 5" February 2003. The
conclusions drawn from the presented analysis are uniform and illustrate the fall from global
leadership of European science in the face of American competition and the dominance of US
universities. They also show that the number of problems and scale of challenges posed to

® The term is used to encompass all higher education institution leavers.

/ During the 1990’s America spent over 635 USD billion, a sum much larger than that spent on national defence or
retirement benefits. Reading, writing and enrichment. Private money is pouring into American education — and
transforming it, The Economist, 16.01.1999, p.57.

8 Davis, S. & Meyer, C., (1998), BLUR — the speed of change in the connected economy, Addison Wesley, Reading
Massachusetts; Drucker P. F., (1995), Managing in Turbulent Times; Bloom A., (1998), Closing of the American Mind,
Simon & Schuster.




European academia will require the introduction of entirely new solutions, seeing that those
employed to this day are no longer effective.

Part 2 presents the factors responsible for the dominance of American universities,
highlighting the importance of professional management techniques used in running higher
education institutions and the notable support from private capital. Then, the chapter
presents the changes that occurred in Polish higher education after 1989, highlighting the
refreshing influence that private institutions have had on the overall higher education system.
A new system of organising and funding European education is then presented. Both
proposals (the first of correcting the present-day system and the second outlining a
completely new system) utilise the very best European and American solutions and draw
conclusions from the changes that occurred in the Polish setting. The proposal based on new
solutions requires a change in the overall higher education philosophy, accepting the fact
that, on one hand—that higher education is the most important of life investments, and on
the other—that educating the best professionals is in the interest of society and state.

Part 3, outlines the historical relationship between University and Knowledge and
attempts to define what is the “Europe of Knowledge”, or maybe the Knowledge-Based
Economy, outlined in the EU Communiqué. Then, the Author presents his views on education
and knowledge management.

Each of the chapters ends with a summary that attempts to group the most
important ideas. As a result, there is no need for a uniform final conclusion.

The aim of this book is not to present a comprehensive picture of everything related
to higher education and scientific research. Rather, it presents new ideas, which can form the
building blocks for a debate on and preparation of specific solutions, applicable to individual
nations and the EU in general.

The writing of this book was possible thanks to the support, help and inspiration from
three people, who over a period of months offered their time, and knowledge: prof. Roman
Galar from Wroctaw Polytechnic, dr. Jan Koztowski from the State Committee For Scientific
Research (KBN), and dr. Rafat Matyja from WSB-NLU. I am extremely grateful for their help
and cooperation.

Thanks go out to my staff: dr. Maria Sidor and Krzysztof Gluc, MA, who took upon
themselves to prepare the tables in Annex II, literature searches and work on the footnotes;
Magdalena Furmanek-Kopiec, MA, for her support in the laborious editing process and Marcin
Duszynski, MSc, for the translation into English.

Krzysztof Pawtowski

Nowy Sacz, 5™ February 2004.



Partl

1. The development challenges facing the European Union
after 2004, in the areas of science and higher education.

1.1 Europe in the changing world

Over the last century, Europe has persistently lost its hegemonic status, and done so
in all of the most important areas of human activity: political, social, cultural, economic or
that of scientific research. We can make an analogy to the times of the Roman Empire.
Greece as an area, which just recently dominated the world was loosing its importance,
Greek cities were crumbling, the Greek fleet was non-existent, and primitive farming was re-
emerging as the primary mode of survival. While the state crumbled, Greek culture spread
across the ancient world carrying forth its amazing achievements in philosophy, mathematics
and literature. Today, our modern world, just like its Roman equivalent, has accepted,
transformed and developed the greatest achievements of European civilisation, including the
institution of the University and scientific research, while Europe as a whole is beginning to
lose its place as a political, military, cultural and economic power.

It is difficult to tell an enlightened European, who can look back on a glorious past,
that we can easily envisage a world without the considerable influence of geographic Europe.
It is easy to create a script, where Europe joins the global periphery. To illustrate Europe’s
declining role in world economic affairs, we can draw on much data’®, but the exercise would
be pointless—we treat this process as fact visible to all who engage in analysing the present
and future.

If we assume that, in the 21% century the world’s development will depend on the
Knowledge-Based Economy, then the expansion of scientific research, or widely-defined, the
production of knowledge and its application, will be the fundamental way in which
corporations or countries will acquire supremacy or at least a sizeable portion in the global
division of the results of human economic activity™°.

To illustrate the level of scientific research development in a given country we can
utilise a variety of data or synthetic indicators. This work proposes to use the simplest of
them all, which clearly illustrates the position in the global race for scientific dominance—the
percentage of the entire number of Nobel Prize laureates (excluding the Peace and Literature
prizes), generated in 10-year periods by Europe, the United States and the rest of the world.

The process of globalisation and the development of the Knowledge-Based Economy
will boost the role of world leaders—corporations and countries that have direct access to
research data and its applications in the shortest possible time frame. The winners will be
those, who can create the best systemic conditions for the conduct of science and for utilising
the results of scientific research and who acquire the best scientists. That is the reason why
the number of Nobel Prize winners working in a given country is a clear illustration of the
country’s scientific potential, and thus its developmental opportunities.™

o Kennedy, P., (1989), The Rise and Fall of Great Powers, Vintage; Huntington, S. P., (1998), The Clash of
Civilisations and the Remaking of Social Order, Simon & Schuster; Oswald, S., (1991), The Decline of the West,
Oxford University Press.

10 Read: Kleer, 1., (et al), (1998), Globalizacja gospodarki $wiatowej, a integracja regionalna. Konsekwencja dla
Polski, Elipsa PAN, Warszawa; KBN, (1999), Jaka przysztos¢ Europy?, Elipsa PAN, Warszawa; Jatowiecki B. (2000),
Brukselskie scenariusze dla Europy, in: Strategia rozwoju Polski do roku 2020, Warszawa, p. 164-181.

S simplify the analysis, numbers of laureates have been partitioned into 10-year periods: 1900-09, 1930-39,
1960-69, 1990-99, and those are the periods of relative stability in crucial areas of the world (therefore the decades
following both World Wars and the periods of turbulence that followed have been omitted).
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The data speaks for itself, and should provide the necessary impulse for Europe to
initiate special actions. The number of Nobel prizes awarded to Europeans has declined from
nearly 100% to 26% in the 1990’s while the number of Nobel Prizes awarded to scientists
working in the USA has exploded from 3% to over 60% in the same period. The number of
Nobel prizes awarded to scientists from outside Europe and the US is also steadily rising. Of
course we could delude ourselves that, when looked upon in absolute values, the decline is
much smaller because we still generate over a third of the laureates and six of the American
laureates in the 1990’s came from Europe’? But such explanations only weaken the message
emanating from the graph above, especially when we extrapolate the European decline into
the future, even if we assume a relative slowdown of the process. The message is stunning:
should the decline in the number of Nobel Prize laureates living and working in Europe
persist, after 2030 the number of Prizes awarded to the Continent ought to be marginal. The
data presented is a shocking signal of Europe’s possible marginalisation in one of the crucial
areas of human activity—the development of science.

When observing the European Union’s activities over the recent years, we can argue
that the EU authorities see the threat of scientific marginalisation and are attempting to deal
with the danger, as illustrated by the activities centred around the V and VI Framework
Programmes, with a joint budget of 31 billion EUR, or the reports synthesised in various EU
Commission Communiqués®>.

1.2 How European Union authorities see the future of higher education
The most important EU documents that focus on the development of science and

higher education are the Communiqués regarding the Lisbon Strategy: one about the
European Research Area* and one, which is the direct inspiration for this book, about “the

12 Detailed data about the Nobel Prizes awarded in various areas can be found in: Braun T., Szabadi-Peresztegi Z.,
Kovacs-Nemeth E. (2003), No-bells for ambiguous of ranked Nobelists as science indicators of national merit in
physics, chemistry and medicine 1991-2001, Scientometrics , vol.56, nol, p.3-28

13 EU Commission Communiqué, op. cit. footnotes 3,4,7.

14 European Commission, Communications, Towards a European research area, COM (2000) 6 of 18.1.2000; The
European research area: providing new momentum, COM (2002) 565 of 16.10.2002; More research for

Europe/towards 3% of GDP, COM (2002), 499 of 11.9.2002; Making a European area for lifelong learning a reality,
COM (2001), 678 of 21.10.2001. See: http://europa.eu.int.




Role of Universities in the Europe of Knowledge™>. This Communiqué, published on 5" March
2003, stipulates that a fundamental part of European future is the functioning of a European
knowledge society, and it illustrates the subservient role that the Knowledge-Based Economy
has towards society. The EU Commission argues that the development of a Knowledge-Based
Society is dependent upon four primary factors: the creation of new knowledge, its transfer
via the education process, its propagation and utilisation in new services and industrial
processes. In fact, universities'® not only participate in all of the abovementioned processes
but are at their very core, and play a fundamental role in three areas: scientific research and
its utilisation, education, local and regional development.

The Commission argues that European education institutions are not competitive on
the global arena compared to institutions of major European partners. The Communiqué
highlights the extensive heterogeneity of national education systems within the EU and the
varied effects of their activity. The Commission states that already a third of all Europeans
are employed in knowledge-intensive industries (whereas 40% in Denmark and Sweden) and
that possessing a higher education adequately shields workers from unemployment (see
Appendix 2, Table 1). Currently, 20% of EU citizens aged 35-39 possess a higher education,
whereas 20 years ago that number was only 12.5% for this age group®’.

The Commission’s Communiqué formulates new challenges facing European higher
education institutions:

- Anincrease in demand for higher education, highlighting its mass-nature;

- A progressing process of internationalisation in terms of education and
scientific research, highlighting the fact the European institutions draw in fewer
students and, from other countries, compared to American institutions;

- The development of effective and close cooperation between educational
institutions and industry, highlighting the fact that this relationship is currently
the weakest side of European education. The Communiqué lists shocking data—fewer
than 5% of all innovative companies saw as important and useful, the information
gained from state scientific institutes and educational institutions;

- An increase in the number of places responsible for science creation,
highlighting the increasing tendency towards outsourcing of scientific research by
companies to the best educational institutions, regardless of their location, which
often means outsourcing to non-European educational institutions;

- The reorganisation of knowledge, highlighting two opposing tendencies: the
growing diversification and specialisation of knowledge, and the need for the
academic world to adapt to an interdisciplinary character of the areas defined by
major societal problems. The Communiqué also signals the increasing lack of
differentiation between Basic Research and R&D, simultaneously underlining the fact
that the ability to conduct scientific research by American universities defines their
attractiveness as industry partners;

- The emergence of new expectations, for example: the increasing need for
educating new entrants into applied and technical sciences, and the growth of
continuous learning®,

The EU Commission Communiqué points out that current responsibility for higher
education institutions is located at the national or regional level, whereas the greatest
challenges await those institutions at the European or global level. The discrepancies
between the organisation of a higher education institution, its management at the EU
member level and the emergence of challenges surpassing state boundaries, are constantly
increasing due to three factors:

- The creation of a true European labour market;

- The emergence of a globalised, wide selection of academic course offerings;

15 European Commission, Communication, The Role of Universities in the Europe of Knowledge, COM (2003), 58 final
of 5.02.2003.

16 Following the Communiqué, the term “university” is used to mean all higher education establishments, including
for example “Fachhochschulen”, “Polytechnics” and “Grand Ecoles”. ibid. footnote 1.

7 ibid. p. 9.
18 ibid. p. 11-16.




- The continuous “brain drain”, resulting in the loss of top-class students and leading
researchers that are EU citizens'®;

These factors will be further enhanced after the EU expansion in 2004. The
abovementioned statements led the EU Commission to a conclusion that, due to their nature
and scale, the challenges related to the future of European universities have to be dealt with
at the European level.

EU authorities place an ambitious goal before European education. The European
Council, on its 2002 Barcelona Summit, formulated the goal that European education systems
should become the global standard by 2010, which should help in the realisation of the EU’s
primary goal, formulated during the Lisbon meeting of the EU Commission in 2000, of
“making the European Union into the most competitive and dynamic economy knowledge-
based economy in the world, capable of sustainable economic growth with more and better
Jjobs and greater social cohesion.

The Commission poses the problem in a clear manner: if European universities are to
play their role in creating a Europe of Knowledge, they must, with the help of EU member
states and within a European context, face a series of challenges. A precondition for freeing
up their true potential and creating a uniform world reference® is the introduction of radical
changes. According to the Commission, three goals have to be realised simultaneously:

- Assuring that institutions have appropriate and stable resources and their effective
utilisation;

- Consolidating academic and scientific excellence, especially via the creation of
cooperative networks;

- A wider opening of institutions outwards and raising their international
attractiveness?®;

The most interesting characteristics of the 5™ February 2003 Communiqué is the
open criticism visible in the current situation outline and the formulation of questions
combined with an invitation to a debate, and an encouragement to explain one’s experiences
and “best practices”.

The summary of the Commission Communiqué of several dozen pages outlined above
is rather simplified, but serves the purpose of drawing attention to the most important issues
in the EU-wide discussion on the future of higher education and scientific research.

1.3 What should be the strategic objective for the European Union in the area of
higher education development?

The most surprising aspect of the Communiqué is the incorrect primary notion,
regarding the attainment by 2010 of such a level of European higher education so that it can
become the world reference. The Communiqué, via its selective choice of data and
argumentation, is filled with a competitive tone, one aimed at the United States. According to
the Commission, the US sets the current global benchmark and the American economy
dictates the world’s development pace. In this context, the theory that EU education systems
must become the world’s reference in 2010 is doubly incorrect, as proven by two arguments.
First, the EU and its member states have to stop the progressing marginalisation of European
higher education and science. Second, the very act of placing upon Europe such a goal, that
demands pronounced structural changes and extensive expenditure within a period of only 10
years, is a large, also political, error. Such an approach is typical for politicians, who think
through the perspective of time-in-office, and for whom looking beyond the nearest
parliamentary election is a mark of true courage. Yet, we should remember that educational
processes are governed by their own laws and are characterised by a very specific slowness
and inertia in relation to the changes. Changes implemented in the shortest educational
programmes—3-year undergraduate—even if of the most revolutionary kind, bring

19 In: Jatowiecki B., Hryniewicz J., Mync A., (1994), Ucieczka mdzgéw z nauki i szkolnictwa wyzszego w Polsce w
latach 1992-1993. Raport z badan, Warszawa; (1997), Brian Drain from Central and Eastern Europe, April, p.10.

20 Communiqué, op.cit. p.3.

2 ibid. p. 2. The European Council in Barcelona recognised this need for excellence, in its call for European systems
of education to become a “world reference” by 2010.

22 ibid. p. 21 & 23.




measurable and credible results after several more years as their effects can only be
evaluated once several waves of alumni have emerged onto the employment market. Thus, a
decade is the shortest viable timeframe that should be considered in the educational context.
The Commission places before the European educational system a goal requiring fundamental
systemic changes and the outlay of immense financial resources. Unfortunately, in 2004 we
can safely assume that European educational institutions will not become the world reference
by decade’s end. The shortest reasonable timeframe in which we can think of raising quality
and catching up to the US universities in terms of comparable results is 25 years, assuming
that the period is filled with dedicated activities. Stating unrealistic goals within an
unreasonable timeframe can effectively discourage and slow down the transformation
process. The Communiqué has a worrying “political underlay”—the ambitions of European
politicians, keen to win the race with the US, and to do so in a very special area. Science and
education at the higher level are by definition trans-state and trans-national and that is how
European universities were created and functioned. Attempts at confining an institution within
the corset of a single nation always end badly—enough that we look towards the ex-USSR,
where gigantic resources were invested in the development of science and education, while
the results were a huge disappointment.

With the Internet currently easing access to knowledge, any attempt at defining the
rules of university and scientist competitiveness against others has to result in a complete
fiasco. We can state a proposition that, besides the entertainment industry, the scientific
world is the second most globalised part of our reality. Scientists, especially when we think of
those top-class ones, think and work in a global dimension, often having cooperative partners
scattered all over the world and evaluate them not by their passports but by the quality of
their scientific CV's. Of course, they compete for leadership in narrow scientific areas, but for
realisation of specific research aims they are able to create multi-national, multi-ethnic
research teams, where the only evaluation criteria are competencies and usefulness to the
team. Even research institutes of large and medium-sized corporations compete amongst
themselves, but it is usually a race towards some specific goal—leadership in some area,
which is immediately translated into the quickest and most effective implementation of
scientific results into actual production—rather than a race against someone or something.

Thus, the goal is in need of correction that in no way denigrates its importance.
Rather, there is a requirement for systemic changes® across the EU and its member states,
which would permit a large group of the leading and most innovative European universities to
join those that will, at the time, represent the world reference. We can safely assume, that
alongside American universities, this leading group will also contain universities from other
countries (especially from the Asia-Pacific region) that have aggressively promoted the
development of the Knowledge-Based Society.

The entire Communiqué radiates a faith, typical for EU authorities that through well
designed and implemented regulations and procedures the desired aims can be achieved.
Unfortunately, it is not an appropriate approach to the problems of education and scientific
research, which avoid simple and quantitative rules.

The area of higher education and scientific research varies incredibly across the
world. Both in Europe and the US, we can point to amazing institutions and wonderful
research teams, but there also exist a number of weak universities and bad scientific
institutions. This differentiation is not only a fundamental systemic characteristic, but it is also
necessary seeing that competitiveness in education is required for effective functioning of the
education sector and the development of scientific research. Due to this fact, attempts at
excessive regulation, which are visible in the Commission’s Communiqués, are dangerous and
can lead to inverse results. Presented in the Communiqué as one of the primary aims, the
need to provide educational institutions with adequate and lasting resources and a need for
their research and academic consolidation, can result in a negation of the competitiveness
and differentiation so necessary for the identification and selection of the most talented
individuals and strengthening of the best research teams or the best educational
programmes.

23 In the short-term perspective of about 20 years.



The debate over the future of the European higher education system cannot be
separated from the wider political, social and economic contexts. We cannot deny that
Europe, especially its political and intellectual elites, accustomed over centuries to dominance
and tasked with forging the future, feels badly in a situation, when it becomes only a part
(and not even an important one) of the modern world, whose future is defined by others®.
EU member states, together with Norway and Switzerland, achieved their high level of
societal welfare, but paid a hefty price for it with the decline of individual activity,
overextension of the social support system and an increasingly ageing population, which in
the coming decades can lead to a “de-nationalisation” of various countries (see Appendix 2,
Tables 2-6).

A major task for European politicians, who want the EU to build the most competitive
of global economies based on knowledge, is the creation of new mechanisms that would help
European society in regaining its traditional drive, the worldly desire of the European
explorers, fascination with the Unknown of great European scientists and the creativity and
imagination of the great artists. The current laziness of wealthy Europeans is very
dangerous—as a symbolic illustration, we can quote the example of an attempt by ComArch,
an aggressive Polish IT company and prime illustration of knowledge-based companies, to
develop its German operations. In its Frankfurt-Am-Main headquarters, the founder,
professor J. Filipiak?® employed German IT specialists because:

"We were driven by a conviction that the Germans are the ideal workers—dedicate
and honest. We paid dearly for this myth. Pampered by the social system, they felt secure.
They were ineffective, didnt want to fight for the best results. The place of Germans was
taken by young Poles—their German counterparts can learn a lot from them”.%®

Most EU nations will face the ageing population problem, where an increasingly clear
group of voters is forming from those retired and the elderly, whose priorities can and will be
diametrically different from those of the young and active societal group. The European
elderly, who are in a most natural manner interested in maintaining and strengthening the
current welfare and retirement system, will be difficult to convince about the need to invest in
a far-away future (see Appendix 2, Tables 5-6).

It is notable, that the 5 February 2003 Communiqué does in no way mention the
issue of EU expansion. Yet, very quickly, the EU will experience an inflow of new educational
material—3 million students, hundreds of thousands of scientists and researchers and over
600 universities. Will it be a problem for the EU (due to the underinvestment prevalent in
institutions of the entering new members), or an opportunity resulting from the appearance
of new human resources (scientists) and new human potential (youngsters)? (see Appendix
2, Tables 7-8).

Creating the appropriate mechanisms for funding and supporting the best can result
in a new developmental impulse for the widened Europe in terms of creating a Knowledge-
Based Society.

The EU and its elites can expect a crucial and in-depth discussion over the aims,
which Europe should set for the coming decades. The author argues that such aims, which
can be used to mobilise Europeans into action and encourage those most talented and
ambitious to live and work in Europe, should include:

- Widening the span of wealthy areas and making Europe into a good place for
individual and social life;

- Appropriate utilisation EU expansion effects;

- Widening (or at least maintaining) the current level of the European economy’s
participation in the global economic system;

- Regaining by European universities of their rightful place as co-leaders in scientific
research, shaping and forming within them of intellectual capital, which is a crucial
developmental asset.

1.4 Summary

24 ps illustrated by the fact that the major developmental centres prefer non-European locations.
%5 professor Filipiak is a Computer Science specialist from Cracov, Poland.
2 Chomatowska, B. (2003), Profesorowie sukcesu, Dziennik Polski, nr 184, 8 August.



* Europe as a whole, together with its largest nations have gradually lost their
hegemonic status during the 20" century, and done so in all important areas of human
activity—political, social, cultural, economic and scientific research. If we assume that, in the
21% century, the pace of global or national development will be defined by the Knowledge-
Based Economy (increasing numbers of facts point in that direction), then the development of
scientific research, or rather the production of knowledge and its transformation, will form the
fundamental method of attaining leadership and acquiring a competitive advantage.

* The graph illustrating the relative proportions of Nobel Prize laureates generated by
Europe, the US and other countries, clearly shows an increasing tendency for American
scientists to win the Prize, coupled with a constant decline Awards going to Europeans. We
can draw a simple and depressing conclusion: Europe is threatened with a dramatic decline in
its competitive potential, at least in the area of scientific research.

* EU authorities have recognised the threat and are undertaking appropriate political
steps and specific activities aimed at reversing the decline and regaining the competitive
advantage. The fundamental documents related to the higher education are the EU
Commission decisions from its meeting in Lisbon in March 2000 and the EU Commission
Communiqué “The role of universities in a Europe of knowledge”. In the following meeting in
Barcelona, March 2002, the European education systems have been tasked with becoming
the world reference by 2010.

* The Commission’s Communiqué of 5" February 2003 outlines the challenges facing
European educational institutions: increase in demand for higher education, progressing
internationalisation of education and scientific research, developing cooperation between
universities and industry, increase in the number of locations responsible for knowledge
creation, the reorganisation of knowledge and appearance of new expectations. The
Communiqué stresses the fact that the new challenges outgrow national boundaries.

* The most surprising characteristic of the Communiqué is, according to the Author,
the incorrect notion, regarding the attainment by European educational institutions of the
world reference by 2010. The shortest period, which, can bring measurable and positive
changes in European higher education, if appropriate actions are undertaken and correct
resources utilised, is 20-25 years.



2. The current world of European Academia
2.1. The University and its new environment

It is of concern that European politicians, rather than the academic community, are
creating an analysis of the present situation, voicing opinions about the progressing
marginalisation of European universities, and are outlining ambitious goals of attaining by
those very universities of a world reference?”. Unfortunately, the majority of analyses coming
from the academic world centre on a single issue—inadequate funding of science and higher
education by the national governments. Poland is a good case, where the lack of financial
support is used as a shield, behind which feeble organisational and academic structures
continue their existence and prolonging the period of illusion that finished elsewhere 15 years
ago.

American universities are clearly dominating, and the disturbing reality is visible to
anyone able to accept the facts rather than seek comfort in pointless delusions. It is a
humiliating reality that, the ambitious goals of catching up with or even overtaking American
universities, has been stated by people from outside the academic world—politicians and EU
civil servants. Have the European academic circles accepted American supremacy and
admitted defeat? Many European luminaries of science travel extensively to US universities
where they give lectures and conduct research together with American colleagues. They have
to know about the potential and attractiveness of American universities. A solution comes to
mind: science is trans-national, and we should not infuse it with our political or economic
habits, like competitiveness. If we assume that the abovementioned theory is correct, we still
have to admit that the results of scientific endeavour are not divided in a democratic manner,
rather, they bring wealth to the countries and institutions in which research is conducted.

It is worth noting that, while the visits of European scientists at American universities
are numerous, the same cannot be said of reciprocal arrangements—research trips or multi-
month visits of American professors at European universities. Why do Asian students prefer
to study at US universities? Why have over 50% of Europeans who received their PhD in the
US, according to the Commission Communiqué, decide to prolong their stay or even settle in
the US?

It is worth repeating that the European academic circles must redefine their place in
a drastically different external environment and reinvent their primary goals. In the constantly
evolving 21% century world, the importance of education and science will continue to grow
and the condition of universities cannot worry solely those employed within, but becomes the
“to be or not to be” of entire societies.

Today’s times can be defined as: many from outside the academic world see the
increasing importance of science and education, placing their hopes upon universities and
scientists, whereas the majority of academics are fail to see (or pretend not to) the necessary
changes and increased interaction with the external environment®,

It is appropriate to define the major challenges facing European universities at the
beginning of the 21% century. To maintain clarity of discourse, the challenges have been
grouped into four major categories:

- Internal, essence-based, related to the conduct of science and realisation of

teaching programmes;

- External competitiveness;

- University management;

- Resulting from the emergence of new challenges: financial restrictions, the
emergence of continuous education, demographic changes that are reducing the
number of Europeans.

One of the most important, and continuously growing, problems facing European

universities is that of scientific and academic financial efficiency. Currently, even the

%7 The term is used in the EU Commission Communiqué, op.cit.

28 More about the trends: the need for changing university organisation and its relationship with the external
environment read: Lundvall, B-A., (2002), The University in the Learning Economy, electronic document,
http://ideas.repec.org/p/aal/abbswp/html.



wealthiest European states face increasing challenges in funding higher education from public
sources, and for many years the increase in designated budget resources did not keep pace
with the rise in student numbers. Across the EU those ratios have even declined over the last
10 years® (see Appendix 2, Table 9).

Traditional universities are being challenged by for-profit institutions, which
consciously abandon research and focus solely on student education. They take forms similar
to conventional enterprises, where innovation and constant change are normal, routine
activities. Devoid of the ballast that is scientific research, they forego forging their own
faculty, instead preferring to “shop” on the employment market for “ready-made” academics,
those that are most effective and innovatory. For-profit universities, managed in a
professional manner can be much more effective financially and client-, or in this case,
student-oriented. Some students will choose those institutions, forgoing the free education in
European state universities. Commercial enterprises might act in a similar fashion—outsource
their research to a small, elastic, private research institute, from which it can expect quicker
results obtained at a lower cost (due to the institute’s minimal fixed costs), compared to big
state universities.

For-profit universities resemble parasites, feeding off the best “products” of the
global academic environment—people and programmes—and are a by-product of the
developed world. But they exist and develop because free market logic brings forth a
requirement for minimising fixed costs by a company or institution. Because they abandon
internally generated research and the expensive development of own faculty, for-profit
universities can effectively restrict fixed costs.

Traditional universities are also threatened by the introduction of Internet
technologies into the educational process. On-line courses® are no longer a theory—
education sector leaders are already offering such programmes. It is worth noting that the
proliferation of Internet access, in terms of ease and cost minimisation, can result in a
dramatic move away from traditional education by a notable number of potential students,
especially in the social sciences. It doesn't take too much effort to imagine a gigantic virtual
university, which offers programmes all over the world, with a library collection larger than
any university library and employing the most notable scientific minds and lecturers. Such an
institution would take over a sizeable portion of the market segment in the given discipline,
which would result in the loss of jobs by thousands of academic lecturers, who didn't see the
looming threat or were too weak to join the still-employed chosen few.

The 20" century challenged the conventional university with the mass nature of
higher education—student numbers increased by several factors of magnitude, as did the
corresponding number of academics. The increase in university size means that conventional
management and quality assurance techniques are no longer adequate.

The European academic community is still attached to the notion of academic
independence in its broadest sense—not only in terms of the freedom to decide upon
scientific research but also the right to select university leaders or ways of utilising public
financial support. Most modern universities that educate tens of thousands of students have
become large “enterprises” that employ thousands of workers and are very difficult to
manage. In most European states, a broad interpretation of academic independence retains
the right to choose the Rector in the hands of the university’s professors. Traditionally, one of
them becomes the new Rector, and he is usually a noted scientist, one of the best the
institution possesses. During his term-in-office, the scientist is removed from scientific and
academic endeavours faces an insurmountable challenge, that conventional corporations
spend 15-20 years preparing their own managers to overcome. The matter is further
complicated by the fact that most academic institutions have given away many statutory and
control rights to collegiate bodies like Senates, Faculty Boards or their equivalents. Therefore
it isnt a surprise that we observe increasing challenges to the current management
techniques related to the utilisation of public funds intended for its maintenance. It seems
that the European academic establishment didn't notice the increase in university size and

2 Communiqué, op. cit. p. 23

30 French D., (et al), (1999), Internet Based Learning: An Introduction and Framework for Higher Education and
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continues to use management techniques (like professor governance) suited to institutions
that were ten times smaller. The biggest universities experience far reaching faculty,
departmental and institute autonomy, where those segments create and implement their own
development policy independently, or even in spite, of the strategic goals set for the whole
university. Of course, there are positive examples where large universities or campus
federations experience correct management, as illustrated by US state universities or UK
institutions. Yet these positive cases do not negate the notion that there is a need for new
management techniques, which are scale-specific and appropriate to the complex university-
external world relationships. They have fast become a current and important issue facing the
European academic environment and state institutions.

The master-student relationship that has developed over centuries in academia has
become difficult to maintain in a situation where hundreds if not thousands of students enter
the university each year. The best universities attempt to uphold this relationship on the
doctoral level, but even then it is a challenge. As a result, institutions find it difficult to
monitor educational programme quality and to evaluate the knowledge gained by a student.
Because nearly 50% of young people enter European universities each year, not only the best
and chosen ones find their way into the academic world, but also those who are average and
often ill motivated. The result can be summed up by the prevalent opinion that even the best
universities have suffered from a noticeable drop in the quality of their programmes.

The European model*! of democratic access to a free higher education has led to a
situation where, alongside educating those motivated to achieve the best education possible,
European universities have become a shelter for those avoiding unemployment or delaying
their entry into adulthood. How can universities assure quality and avoid depreciating their
diplomas and accusations of “degree selling”? Multiple-choice tests, so popular in assessing
large student groups, enable the weak, undereducated ones to slide through the system. Of
course not all universities and students suffer from lower standards—Cambridge University
has retained its individual tutoring system and the master-student relationship, despite the
increase in student numbers, but it is a fairly isolated case. We can still observe large
numbers of students that are highly motivated and possess a strong work ethic and who
effectively utilise the study opportunities on offer in every university. Yet, the perception of a
given university is not only defined by the success of its alumni, but also by the procedures
and quality control systems that prevent the weakest and under-educated from finishing a
programme.

The mass nature of higher education has not only brought an increase in student
numbers at traditional universities, but has also resulted in the appearance of new
institutions. The new reality is one of notable differentiation, which, while in itself a positive
thing, has brought about the emergence of very weak institutions, offering degrees and
diplomas that require reduced effort in comparison to good state universities. Programme
licensing and accreditation is becoming increasingly important. American academic practice
has developed a system of voluntary accreditation where well-prepared representatives of
university professors and presidents of other institutions conduct programme and institution
evaluation. But only institutions that care for their external image undertake such procedures.
Those that don't care about prestige create a sizeable problem. The entire world faces a
problem of appropriate evaluation of programme quality and the correct definition of
requirements to be fulfilled by every student at institutions awarding the same title and
degree. On the other hand complication arise from the fact that overly strict enforcement of
criteria, like minimum programme requirements, can bring about the absence of programme
differentiation and, should the criteria be incorrect, result in massive negative effects upon
institutions. Incorrect criteria and programme requirements, when applied on a European
scale, would bring catastrophic results.

Many universities have suffered from the move of scientific research, especially in
applied sciences, away from the institution to corporate research centres or highly specialised
research institutes. The process entails a continuous migration of top-level academic and

31 7o learn more about education system structures, read: Morawski, R.Z., (ed), (1999), Efektywnos¢
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scientific cadres, as well as fresh graduates, who embark upon a scientific career in well-
funded specialised industry laboratories and scientific institutes.

What are the foundations of original universities? We often receive an incorrect
answer, that it was the creation of new knowledge. Yet, early universities collected,
catalogued and passed on existing knowledge. Humboldt's idea of the necessity for
coexistence of science and education developed only during the 19" and 20" centuries, while
earlier universities were the storehouses and transmitters of codified knowledge. It is highly
probable that the role of universities in the future will once again be the transmission of
knowledge.

Economic globalisation and the proliferation of information networks are increasing
the distance between local businessmen and managers from the local or nearest university
(see Appendix 2, Tables 10-11). Until very recently, requests for research and analysis from
small- and medium-sized enterprises were sent to the nearest university. Today, the manager
can order such research from any institution on this planet, if he decides that the results,
their quality, time-to-delivery or price warrant such a decision. This development has brought
about competition in the race for private research funding. Such competition is much needed,
as it raises research standards, yet is also very dangerous to weaker universities devoid of
top-class scientists or renowned research teams. Continuous concentration of research in a
few top-class institutions is worsened by the fact that institutions will be unable to receive
increased state funding for research and day-to-day operations. We can safely assume that
the current level of expenditure of 1.1% GDP, will not increase, while the few wealthy
countries with small populations® (Finland, Sweden, Denmark) where this sum is higher are
exceptions to the rule. Many European universities, devoid of private funding that is so
popular in the US, will find it increasingly difficult to fund independent research by each and
every staff member, which will result in a major challenge of Humboldt's unity of research
and education under a single roof, especially that the world has now witnessed the
emergence of for-profit and on-line virtual universities focused solely on education.

The notion of distance education over the Internet is a challenge that isn't even well
defined, yet definitely underappreciated. Information Technologies, like intranets, open
opportunities for enhancing traditional teaching techniques and the individualisation of
education. The Internet, when used correctly, helps in effective management of the teaching
process and lowers administrative costs. Simultaneously, the Internet is helpful in raising the
standard of education for part-time and already employed students. Well-designed Internet
programmes individualise the study process, by allowing the student to choose the most
beneficial time for study, while retaining student-lecturer contact, even if only via virtual
means instead of face-to-face. The development of online programmes might restrict the
numbers of students undertaking traditional, full-time, stationary education. Distance learning
brings with it mass customisation—the process of educating huge student groups within a
unified programme framework, while enabling them to choose the appropriate subjects and
contact the lecturer, even if in a virtual manner. This development might bring about the
collapse of many universities that will be unable to find a financially viable number of
students. New technologies will create opportunities for new entrants onto the education
market. Opportunities related to the Internet and IT will in the coming years change our
current academic reality and result in profound quality changes and an overturning of
established position rankings.

The Internet is an opportunity for new entrants because its utilisation in the
education process lowers costs of entry. Developing physical infrastructure and the related
need for funding vanishes, while fixed costs related to academic processes are much smaller.
Internet-based educational programmes also lower costs for the student, especially when
embarking on a programme located away from home. They also create study opportunities
for those working on positions requiring full-time employment. In this mode of study, physical
contact with the university is limited to exams, although even this aspect will decline over
time as Information Technology progresses. Many from the academic environment find
Internet-based programmes unacceptable. Accusations are made about dehumanising the

32 Eor detailed financial indicators for individual countries see: OECD, (2002), Education at Glance: OECD Indicators,
Paris; EU Commission, Key Data on Education in Europe 2002. Chapter I: Financing of Education, electronic
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study process or the lack of physical lecturer-student interaction. Yet, in the Author’s eyes
(although limited to nearly 3 years of observing the realisation of such a programme), when
well-designed and backed by materials prepared by top-class specialists, programme quality,
and thus its results, can be much better than that of traditional large-scale programmes.

The academic establishment is accustomed to the traditional form of programmes on
offer, while the very nature of the learning process enforces a multi-year inertia. When
coming face-to-face with the real, fast-changing world, it is clear that many institutions are
“educating for the past”, a notion that is increasingly correct when applied to highly-
specialised programmes of study. In extreme cases we can look at a 5-year programme,
developed only 10 years ago (therefore relatively recently in academic terms) and which has
created 5 annual groups of graduates, is already creating specialists that are completely
useless on the labour market. Fortunately, the challenge of preparing programmes
appropriate for up-to-date labour market needs does not refer to the whole of higher
education. We can name entire groups of programmes® that offer fresh information in a
given subject area and the skills necessary for its interpretation and application in real life, as
well as teaching students independent thinking, instead of creating specialists desirable on
the local employment market. The speed of change and the difficult to define needs of future
labour markets poses immense and difficult challenges to higher education. An idealistic
answer to this quandary is that universities are not tasked with educating people ready-for-
work, nor educating people to fulfil the needs of labour markets, and it is the student who
takes full responsibility for his future, from deciding upon a programme of study and
university to what he will do upon graduation. The social consequences of the above answer
include unemployment, mismatch between worker abilities and labour markets needs, over-
qualification and its associated costs, frustration of unemployed graduates, etc., and have to
be considered.

In the coming years, universities will experience increased competition for fresh
students, who will in turn make their decisions based on the perception of whether
completing a given university will enhance employment prospects, which will in turn make
passing through life more enjoyable. Of course, such social perceptions can be shaped by and
be subject to fashions. Sometimes, a solid education is overtaken by the pursuit of
programmes that are fashionable today, gone tomorrow, while fashionable gimmicks,
techniques and tools dominate issues fundamental to a normal human being, like
understanding the surrounding world or problem-solving. To prevent such a situation from
occurring, educational leaders worldwide are moving away from highly specialised
programmes towards those that widen the student’s knowledge in multiple areas, enhance
skills in the utilisation of information and knowledge and attempt to form character traits. The
products of such programmes can effectively move in our ever-changing reality.

2.2. Funding higher education

Academic and political circles are faced with the challenge of creating and
implementing a system of effectively financing higher education. Everybody knows the fact
that our current system is inappropriate—both those deciding about the size of public funding
(often critics of the way those funds are utilised) and those that are employed by or manage
universities (often complainers about the meagre amount of funds)>*.

The new century will not bring an increase in higher education funding in the EU
member states because the number of young people aged 20-29 (university age) inside the
EU is declining®®, and even if the “scholarisation” coefficient®® rises further from its already
high level, it will not result in increased student numbers. Low economic growth, or even
stagnation, prevalent in may EU nations will not lead to an increase budgetary incomes, while

33 For example: aerospace engineering, biochemistry, genetics, computer systems engineering, computer game
design, robotics.
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subsequent governments will be increasingly challenged by failing retirement systems,
excessive welfare state contributions, and will redirect resources to those needs. Internal EU
competition will probably result in lowered tax rates, which in turn will enforce restrictions
and more effective spending of public resources. If we look towards the US, we can assume
that the current EU public expenditure level of 1.1-1.2% GDP on higher education comes
close to the maximum?®’. State universities thus leave the academic community with searching
for funds from other sources—the Germans have tried to introduce university fees, while the
United Kingdom raised its existing fees—and enforcing systemic changes that will open
opportunities for effective utilisation of public funds.

EU Commission Communiqués regarding higher education highlight the major
differences between the US and Europe in funding higher education—the percentage of
public funds is similar (in 1999 the EU spent 1.0% while the US 1.1% of GDP), but there is a
major difference when it comes to the share of private funds (EU spent 0.2% while the US
1.2%—6 times more!)*,

A fundamental doctrine of European higher education is democratic access, which in
turn means tuition-free study. The Author sees this assumption as not supportable—it is very
difficult to talk about democratic access when those most talented are partially funded (via
taxes) by the families of those less able, who cannot gain a higher education, while their
families are generally poorer than those of people studying. EU authorities highlight the
wastage of public funds, which results in the high fall-out rates that reach 40%, while the
time-to-completion of identical degrees differs in EU member states differs by a factor of two.
The Author’s opposition is not a result of these abovementioned issues®, rather it stems from
a completely different understanding of the nature of education from the perspective of
public interest. We should look upon the education process from two perspectives: social and
individual. From the social point of view, it is crucial to extensively educate young people for
future leadership and specialist positions, who will decide about the long-term conditions
within society, economy or culture®. From the individual point of view, it is important to
provide the remainder of the population with an education that will enforce civilisational
identity, active participation in civil society and an adequate elasticity in terms of job seeking.
It was a grievous error by all European states, to accept a single common strategy of
education and it’s financing, that results in the misuse of financial resources and the waste of
many talents*. The American educational system, or rather systems, deals effectively with
the problem of selecting the most gifted and offering them special educational opportunities.
Ivy League universities have special and extensive scholarship funds that create study
opportunities for the best candidates, even if they come from low-income families in the
United States or elsewhere.

Institutions, especially those that educate tens of thousands students, employ
thousands of staff and possess immense annual budgets, have become difficult to manage,
and thus require special qualification. In a situation where European institutions cannot
expect budgetary increases, the qualifications of their managers take on new meaning, and
force the academic community to deal with the challenge of effectively managing universities.
The choice is between defending at all costs academic independence, which in European
conditions is in essence a form of professor-based corporate governance, or promoting the
introduction of management professionals into the academic setting, as has happened in the
us.

Universities must increase the amount of private funds transferred to European
higher education. Such resources can only come from three areas: student fees (this issue
must be decided by politicians at nation level), donations from private individuals and
institutions, and funds from economic entities in exchange for requested research or
analyses. While the first two factors are dependent upon beneficial legal regulations and
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administrative regulations at government and parliamentary level, the third one is dependent
solely upon the scientific and entrepreneurial potential of staff employed in a given university.
With the continued growth of the knowledge-based economic sector, global demand from
economic entities for scientific research, technical solutions and innovations will continue to
increase.

Yet, the private entrepreneur or corporate manager always carefully calculate the
costs and benefits of any investment, so we can expect them to request and pay for research
only when they are convinced about the potential for receiving added value in a short
timeframe. Rising to this challenge of co-existing and cooperating with the commercial world
is the “to be or not to be” for European academics and their institutions. Academic authorities
and top-level scientists are also challenged by the need to create an intermediate area
between the research university and the economic and business environment, based upon
technology transfer centres, spin-off companies implementing new technologies, or such
patent-oriented solutions that facilitate the speedy introduction of new academic
achievements into commercial practice.

The challenges facing European universities stem not only from bad systemic
solutions or incorrect internal practices. External competition in the form of American
institutions dominates the horizon. American universities are the goal for many gifted
European scientists who aren’t necessarily looking for increased wages, but rather are looking
to avoid institutional bureaucracies and overly long career paths leading to the attainment of
a professorship.

Additional challenges will face the academic communities of nations accessing the
EU, especially those post-Communist countries joining now. Nearly all those countries
experienced a dramatic rise in student numbers, which in several nations was accompanied
by an explosion in the number of universities, yet the academic community remained as it
was, with institutions, their structures, and development of Faculty still frozen in the previous
era. Their public funds for education are similar to those of the EU (0.9-1.1% GDP), yet we
have to remember that per capita GDP in post-Communist nations is much lower than in
existing EU members, which in real terms translates into much lower expenditure per student
and smaller overall public funding for higher education. State institutions in countries like
Poland, that cannot charge student fees, limit full-time student numbers and boost their
finances by offering part-time courses to students who pay tuition. Post-Communist countries
can expect an increase in absolute values of higher education funding only when national
GDP, and though it budgetary incomes, will approach that of current EU member states. Until
that time comes, state universities in post-Communist countries are left with increasing the
effectiveness of public funds utilisation, structural changes and attempting to increase the
demand for research and innovation from the local economy. The readiness of post-
Communist nations (perhaps with the exception of Hungary) to create a Knowledge-Based
Economy and Society is rather weak. International reports* place Poland and the Czech
Republic at the very bottom of the EU state list. The innovation and new technology
absorption rate in those countries is also weak. As a result, the academic communities of new
entrant countries will face challenges typical for EU higher education, but also those resulting
from and specific to the process of systemic transformation and overall small national GDP.

European institutions are facing a new challenge—the demographic changes that are
clearly decreasing population sizes and thus restricting the number of potential new students.
The fall in student numbers can be compensated for by institutions that are flexible and can
speedily react to market signals, with an enhanced offering in the fastest growing segment of
education—continuous, life-long learning. This sector has its own rules and small training
companies challenge conventional institutions. Continuous learning aimed at adults creates
the need for single courses or short, intensive programmes, all the way to full professional
education where the instructor must possess appropriate professional expertise alongside his
scientific and academic skills.

2.3. New Economy—opportunity or threat?

2 Investing in Central and Eastern Europe, Financial Times, July 2, 2001, p. I & II,; Also see the ranking of R&D
locations: Fiejka Z. (2000), Polska w $wietle miernikow rozwoju spotecznego oraz miedzynarodowej
konkurencyjnosci; in: Strategia rozwoju Polski do roku 2020, Warszawa, p. 289.



The modern world requires increased university-real world relations that can be
divided into two major categories: university-economy and the university’s influence over
local and regional development. Both aspects acquire increased importance when the
university is located in a small town and/or by the poverty in its surrounding environment.
We can safely state, that a fast-growing university once it reaches a certain number of
students and is located in a town of 150 000 inhabitants becomes a major, if not only, source
of local development™®.

European institutions have to increase their cooperation with industry, especially in
the context of introducing technological innovations. The Commission Communiqué reminds
us that the proliferation around European universities of innovative companies implementing
advanced technologies is much lower than the number grouped around American institutions.
European scientists create or participate in significantly fewer companies than their US
counterparts.

Universities across the world have to create appropriate forms of relating to the
economic world and widely understood local environment. There is an unclear but real border
between providing university scientists with the time and appropriate conditions to undertake
important and long-term scientific research (including Basic Research) and the need to gain
additional financial resources via the undertaking of externally ordered applied research,
analyses, etc. It is difficult to define the appropriate model of these relationships and to show
a model university.

We can name the countries where the flow of private funding for higher education is
notable. Here, the discrepancy between the US and Europe is striking, with the Americans
spending 1.2% GDP while the Europeans outlay a meagre 0.2%. Of course, a major part of
the 1.2% comes from student tuition fees (which in Europe contribute a marginal amount)
while the lion’s share flows from industry sources. Acquiring considerable financing from
corporations looking to outsource scientific research is very difficult. The companies usually
require specifics, even the transfer of results that are ready for industrial application in terms
of new product development or application of new technology or service, and stress the need
for short turnarounds. Communication between two very different groups of people is rather
difficult—entrepreneur or manager mentality is very different from that of a scientist working
in a completely different reality and time rhythm.

There is no escape from tighter university-industry relationships, especially in poorer
countries, where public funding for higher education will remain limited for the foreseeable
future. B.R. Clark's™ research shows that entrepreneurial universities, which build elastic
structures that are adaptable to the ever-changing circumstances, can create increasingly
effective relationships with industry.

A common model is difficult to define, as a university focused on social sciences will
have a different relationship with the economy and its environment than a technical or
business institution. Based on the Author’s experience of an industrial research laboratory, it
is difficult, even in the long term, to enforce a change of attitudes in the majority of scientific
and research staff, who are employed in faculties working in the applied sciences, especially
those areas that are of economic interest. The majority of scientists employed in such
institutions are not interested in direct contacts with particular companies. They are busy with
their own research and teaching, focused on producing publications, which are the primary
form of professional evaluation by university authorities and of attaining personal prestige.
They treat the time spent on relating to the external environment as wasted. Despite the fact
that scientists complain of meagre university wages, the opportunity of “cashing in” on
commercial applications of their work isn't a prime motivator. We can argue that the
guarantee of continuous employment with its relative safety weakens staff motivation
regarding work on inventions or commercial applications. Yet, it is also important to state that
many of those scientists aren't gifted or skilled enough to engage in the processes of
inventing new products or developing commercial applications. Countries that are interested

3 For example: USA—Princeton, Stanford and state universities in Pennsylvania; Poland--WSB-NLU in Nowy Sacz
and WSH in Puttusk.
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in fostering effectiveness of scientific research are forced to introduce tax incentives that will
stimulate the creation of spin-off companies, which are focused on the development industrial
applications, around major research centres. We have to remember that such companies,
especially during the foundation period, are high-risk entities, which in turn means that the
number of potential investors is minute. Also, the people managing spin-off companies must
have extensive, yet very specific knowledge, which allows for effective cooperation with
scientists representing various areas of knowledge, from biology and physics to highly
advanced technologies.

Academic authorities have limited opportunities for initiating advanced university-
economic environment relationships. They can, at best, try to create increasingly flexible
university structures or build specialised inter-faculty units focused on industrial
implementation®™. Unfortunately, there arises the question of appropriate and timeframe-
specific returns on investments made into such units in a situation when there is a lack of
funds for basic institutional activities. The experiences of post-Communist nations that
created dedicated Research & Development institutes are depressing, as the majority of
those institutions focused on conducting research of often questionable quality, while the
scale of effective applications for developed technologies and products was and still is very
small.

When analysing the science-economy relationship, we can assume that an increasing
proportion of scientific achievements with practical applications, are sourced from outside
universities, even those specialising in specific research areas. When we add the
communication dimension, i.e. the ease with which companies can communicate with
scientific teams regardless of the distance between the company’s location and the research
centre, we can deduce a trend where the best, most mobile and open to the outside world
research teams will concentrate in their hands sizeable portions of scientific research, while
less flexible institutions will be increasingly marginalised. As a result, the majority of
universities and specialised universities will have to resign themselves to reproductive
research and trying to catch up to the best.

There is a multi-year debate, whether Knowledge-Based Economy and Society will
strengthen or weaken the role of universities. Opposing views are voiced. D. Bell* theorises
that in the information society, the university and its professors will have a deciding role,
whereas M. Gibbons*, highlighting the increasing number of knowledge-creating centres,
argues for the decline of university importance. It seems that both views are justified: that
focusing on the dominant role of knowledge and the related position of people engaged in
creating and transforming it, and that arguing for a decline in the role of universities as
producers and owners of new knowledge, as based on the decreasing number of awarded
patents that are generated outside higher education.

A primary weakness of the European education system is the inadequate mobility of
academic lecturers employed by universities, which complicates the creation of correct
relationships with the external environment. Often, the entire scientific career occurs in one
university, from graduation to professorship. Rare is the engagement in advisory activity or
permanent cooperation with a specific company, even in the case of advanced and
specialised universities or faculties of a technical or economic nature. That is most
unfortunate, as such a multi-level integration, from individuals, through research teams all
the way to faculties and institutes, would result in a creation of an entrepreneurial and
innovative atmosphere at the university. A very valuable group, innovation-wise, is comprised
of doctoral students and of young academic and scientific staff, who must for some reason
leave the university. Preparing such people for entrepreneurial activity within the spin-off
sector*® via special courses of graduate programmes, would open sizeable opportunities for

* UNDP, (2001), Human Development Report 2001: Making new technology work for human development, New
York, p.32-34.

6 Bell D., (2000), The reforming of general education, New Bruswick.

47 Gibbons M., (et al), (1995), The new production of knowledge: the dynamics of science and research in
contemporary societies, London: Thousand Oaks, Calif.: SAGE Publications.

8 A sector where: “[....] the technology transfer and commercialisation of new innovations resulting from University
research is conducted via the formation of a new spin-off company [...], which then finds management assistance
and financing to build long-term success by commercialising its intellectual property and marketing a product based




employing people well-acquainted with scientific research and the atmosphere and
regulations pervading universities, yet already prepared for professional implementation of
the results of scientific activity into commercial practice.

2.4. Internationalisation of education and globalisation processes

The internationalisation of science and teaching presents a rising challenge to state
universities in Europe. We can assume that private institutions, accustomed to competing for
funds and students from the moment of their inception, will be better suited to dealing with
the challenge. Internationalisation of science and education carries with it increased
competence in English across Europe, which when combined with the developments in
Information Technology, can cause real danger to the majority of European state universities
that will be unable to mount a realistic counter-challenge based on their sole competitive
advantage—free education. It is logical to assume that the globalisation of labour markets will
result in increased demand for programmes taught in English, and thus students will attend
one of “brand-specific” universities, the completion of which gives a widely acceptable
diploma, even if young people will have to pay for that privilege. American institutions
illustrate a simple law—return-on-investment made for gaining an education occurs in a
timeframe that is inversely proportionate to the status of the institution.

Economic globalisation will enhance the trend where the most talented young coming
from poorer families and less-developed states will spend part or the entire period of study at
universities located in nations deemed to be centres of development for the New Economy.
The number of foreign students learning in Europe® and the US is greater than 1 million.
Assuming that this number will continuously increase, and that foreigners pay tuition fees (or
rather, do not receive state support intended for the state’s citizens), then the “game” is one
played out for huge sums, the lack of which can cripple even the largest universities.

Looking from the perspective of less-developed nations, the process of undertaking
study in highly developed nations and top universities by the most gifted students has two
issues: the opportunity to initiate knowledge, or even know-how transfer to the parent
nation, and the chance that the most talented will stay in the host nation and undertake work
for large international corporations.

Therefore, the process of internationalisation will lead to a concentration of gifted
youngsters in developed nations and to a continuous drain from remaining nations of their
most talented citizens, and of future financial assets that would emerge due to their
presence. A reasonable education policy in less developed nations ought to focus on the
creation of educational institutions that would become the local centres of academic
excellence and motivating local youth to stay in the home country via a precise programme of
academic scholarships and offering of programmes taught in English, that open opportunities
for accepting international students.

In the short term, the process of internationalisation can be slowed down by a more
restrictive immigration policy, introduced and enforced within the state’s overall anti-terrorist
activities. It is difficult to say at this point in time, whether the “open door” policy aimed at
gifted students will win over the fear of terrorist insurgency under the guise of study in a
given country, as was the case with the terrorist preparations for the 11" of September.

The process of continuous concentration of top scientists at leading universities
cannot be stopped, since a decision to transplant ones life is not based solely on increased
income but also on the improved opportunity to conduct ones scientific activity, gaining
appropriate funding or the speedy transfer of new ideas into commercial practice, all
combined with a different atmosphere surrounding scientists and the conduct of science. Poor
countries suffer from an insurmountable problem—inadequate budgetary resources that
prevent institutions from creating proper research conditions, while low GDP per capita

on that proprietary position.” Westlink, (2000), Westlink Aggregate Report of Spin-off Companies, electronic
document, http://www.westlink.ca/news/SSIS_Aggregate_Report2000.pdf.

e EU Commission Communiqué, 5.03.2003, op. cit. p.13.




means that the local economy is unable to absorb the results of scientific research® and
private expenditure on science is low, which results in an exodus of the most gifted and a
weakening of the nation’s development potential. Countries like Finland and Ireland decided
in the 1990’s on a notable increase in education spending and gained, after only a decade, a
clear increase in national GDP and the development of a Knowledge-Based Economy,
including the emergence of New Economy enterprises. Yet, here we have to point out that
such cases occur in nations with relatively small populations (respectively 5.1 and 3.6 million
citizens®'), which, with a relatively stable age structure across society, can bring large
qualitative results for reasonably low expenditures. Large countries face much more daunting
challenges, seeing that the amount of resources needed to obtain visible results is much
larger.

2.5. Summary

* The European higher education system, and its national equivalents face immense
and varied challenges. It is characteristic that the most important document, which presents
a dramatic diagnosis and outlines the need for radical changes, was created by politicians and
EU administrators rather than by the academics themselves. It is surprising how many people
from outside the academic community understand the growing importance of science and
education, placing high expectations upon universities and scientists, whereas the majority of
academics does not see (or pretends not to) the need for change and increased interaction
with the external environment.

* Nearly everybody sees three new phenomena, which affect in a dramatic manner the
future of higher education: the problem of public funding for state universities across Europe,
the emergence of new competition to traditional universities from for-profit universities and
on-line programmes.

* There are a lot more problems to be tackled. To ease emerging debates, we can
group them into four categories:

- Internal, essence-based, related to the conduct of science and realisation of
teaching programmes;

- External competitiveness;

- University management;

- Resulting from the emergence of new challenges: financial restrictions, the
emergence of continuous education, demographic changes that are reducing the
number of Europeans.

* The 20™ century required a creation of mass-oriented higher education, which
multiplied the number of students and the related number of university staff, but retained the
old, traditional university management techniques. Mass access to higher education resulted
in new problems that challenged quality retention. Fears about loss of quality and standards
are increasing (especially when hundreds or a thousand students attend one programme)
and debates are raging about quality control. Licensing and accreditation systems are
increasingly popular, but their implementation creates new, hard to overcome challenges, like
how to assure a wide selection of programmes while retaining comparative equality of
graduate qualifications.

* The European education system suffers from a weakness, that until recently was
considered its primary strength—the democratic access rule, which means access to free
education for all citizens that want to study. This resulted in large waste of resources (the
Communiqué mentions 40% drop-out rates) and, at a time of severe budgetary restrictions in
most nations, leads to a lowering of overall education quality in state universities.

* A considerable threat comes from the persistent shift in scientific research, both
applied and Basic Research, outside universities, which can result in the exodus of leading
scientists from universities.

50 Janowski, A., Kozminski, A.K., Woznicki, J., Ziejka, F., (2002), Raport o Zasadniczych Problemach Szkolnictwa
Wyzszego w Polskim Systemie Edukacji Narodowej, report preapred for the President of Poland, January 2002,
electronic document: http://www.forumakad.pl/archiwum/2003/03/artykuly/08-rozmowa_forum.htm

>1 Bifkowski A., (2003), Aimanach Paristw Swiata 2003, Warszawa, p. 138 & 184.




* The process of globalisation and widespread access to information networks has lead
to the loss of certain traditional university “stakeholders“—entrepreneurs and managers, who
are no longer restricted to cooperation with the nearest university, but can outsource
research or analyses to the best teams or individuals, regardless of their location. What is an
opportunity for certain institutions, can become a major threat to weaker universities, which
will loose funds necessary for supporting scientific research within the university, especially
that there is no short-term possibility for an increase in public expenditure support.

* Universities are increasingly facing the question: how to educate? On the one hand,
society and the economy needs highly specialised professionals, while on the other, the pace
of change is so large that it brings forth a need to change ones place of employment several
times, and often to change the actual job type. A question is posed: how to educate for the
future?

* European universities and their supervising politicians must decide, whether the
academic independence rule prevalent today, that leaves all power in the hands of a
“professor corporation” is to be retained in a situation where state universities have become
organisations employing thousands of staff and educating tens of thousands of students.
American experiences, as well as certain UK ones, point towards the application of
professional management in running universities.

* Increasingly important is the relationship between the university and its external
environment. Two areas are crucial: the relationship with the economy and the role that
universities can play in local and regional development. Within this context, European
scientists and politicians must answer the question: what should be done to support the
development of European universities with private funds, seeing that their percentage
participation in higher education funding in EU is 6 times lower than in the US.

* A new event will challenge European universities for the first time: the demographic
changes which each year are reducing the number of potential students. This will sharpen the
competition for students between universities and will force some institutions to enter the
increasingly popular continuous learning sector.



Part 11

3. European higher education and the American challenge.
3.1. What the data says and why American universities are the best

The Nobel Prize data presented in the Introduction, illustrates the increasing
advantage of American science over its continental European counterpart. To avoid any
accusations of one-sidedness it is necessary to quote additional data from B. Clark’s “Places
of Inquiry”?. The US economy has roughly 25% of global GDP, but American share of the
global expenditure on R&D amounts to 38%. Also, 38% of scientific publications originate in
the US, but the share of index citations is over 50%>. In various disciplines, 18-20 US
universities are places in the global top 25, while the top 10 is traditionally dominated by 8-9
of them. In the “electrical engineering” top 25 category, 20 universities are US-based, 4 in
the UK and 1 in Japan. In the “economics” top 25, 21 universities are US-based, 2 in the UK
and 2 in Israel. New inventions and achievements originate from the US: 72% of all new
business methods based on the use of Internet originated from America®, while US
corporations were responsible for 60% of the top 100 innovations made between 1945 and
1970, Despite the fact that biomedical R&D is conducted all over the world, 75% of all
biotechnology pharmaceutical patents emerge in the US*®. American domination is clearly
visible in the area of organising and funding scientific research: 89% of global venture capital
belongs to US investors, while half of the 17 well-known innovation centres® are located in
the US (Silicon Valley and Boston Route 128 are the most famous)®. When quoting such data
we have to remember that the USA never achieved the level of R&D expenditure that the
European Union has it eyes upon—3% GDP. The US case shows that excessive funding is not
enough and that effective systemic solutions are needed. The US economy has retained the
status of the world’s most dynamic economy, and over the last 50 years has increased GPD
per capita by 2.5 times, despite the fact that it spent less than 3% GDP on R&D over this
lengthy period.

A different argument illustrates the dominance of American higher education: in
2000/2001, there were 23 705 American students in Europe, whereas the US hosted over 80
000 Europeans™. But if we consider the overall population size and recalculate the data the
US-Europe ratio would be even higher. If we recalculate the number of European students
relative to 1 million US citizens, we receive 295, whereas there are 49 Americans for every 1
million European citizens (six times less). It is appropriate to point out that a decision to
undertake study in the US also means the need to fund ones study, the costs of which are
much higher than comparative study at even the most expensive European institutions.

If we assume that top research universities in the US are the current world reference,
we should ponder upon what differentiates them from European institutions.

The Author’s experience in creating and managing a higher education institution,
situated on the crossroads of two cultures and education systems—Polish and American—
allows me to formulate 5 major factors that differentiate US universities:

52 Clark, B.R., (1995), Places of Inquiry: Research and Advanced Education in Modern Universities, University of
California, Los Angeles, p. 139.
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%6 Porter, M.E., Schwab, K., Sachs, 1., (et al), (2002), National Innovation Capacity, in: The Global Competitiveness
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Effective and professional management;

A shortening of the journey to scientific and academic independence of staff;
Financial and organisational stability;

An academic atmosphere where scientists and students coexist; that situation creates
attitudes and character;

5. A much stronger relationship with the surrounding environment, especially with the
economy.

AU

3.2. Professional management of universities

We can safely assume that a debate over the future of higher education and the
development of science in Europe would feature politicians and academics--especially
professors—luminaries of science. The same discussion, but held in the US, would draw in
two additional groups—university and college Presidents and the representatives of very
influential scientific societies, think tanks and private research institutes, as well as
representatives of corporations that are interested in practical applications of and the
implementation of new scientific discoveries (like pharmaceuticals or IT). The difference is
major and illustrates why Europe lacks academic managers who can oversee the creation,
transfer and application of knowledge, and this has direct impact upon the overall condition
of European higher education and science.

European and American education systems differ in the way they are managed. The
American system has devolved management functions away from academic ones, which has
resulted in the emergence of a new professional group—academic managers who are
specialised in running higher education institutions: colleges and universities or narrow-
purpose institutions. They take the posts of institution President, selected in a competition,
and seldom belong to the academic-scientific staff of the institution in which they accept the
post. A typical university President is an alumnus of a good institution, who spent many years
in one or several universities as an academic or scientist, progressing from post to post as he
undertook various administrative and academic roles and passed through a special training
system. Important characteristics for a university President include: management abilities and
the combination of academic experience and management skills, which is well illustrated by
Curtis McCray, President of National-Louis University and the Author’s business partner:

"While management is heavily emphasized in the selection of a college or university
President, academic experience is still expected in most cases. Because faculty still plays a
role in the selection of Presidents, there is a result, at least, some emphasis on the academic
experience. This is especially true in the non-profit universities (the for-profit universities
(University of Phoenix, for example) hire almost entirely persons with management
experience).

This, however, will vary by type and status of university. The University of Chicago
and Stanford University, for example, still insist on the academic preparation of their
Presidents, but with a clear indication from the resume that the persons have had
management experience as vice Presidents, provosts, or deans. As a different example,
Michigan State University hired some time ago a senior vice President from Bank of America.

The small, elite colleges of America still seem to insist on the academic backgrounds
of their Presidents, sometimes at the expense of management. But more and more boards of
trustees are insisting that Presidents be able to read a balance sheet and understand the
human and information systems of their institutions. The Institute for Education Management
at Harvard University is only one of many, many examples of special institutes and schools
created for the purpose of giving Presidents are called on to know finance, investment,
information technology, marketing, politics, and fundraising, and strategic planning, in
addition to what academic knowledge may be required. The various associations of higher
education in America in recent years have emphasized through seminars and conferences the
increasing needs for management skills in their member Presidents. AASCU, ACE, NASLGU,
AACU, and others have been most active in this arena.

As the for-profit universities continue to grow in the US, as they manage their
bottom-line, and as the cost of higher education in the non-profit sector continues to rise,
board and legislatures will be placing more and more emphasis on how universities are



managed and one would expect to see an even larger number of persons entering the
pres/a,’ggcy with deep management experience. I see no reason for this trend to reverse
ftself.”

American academic institutions retained a limited-term system, yet the term lasts
longer than in Europe, while the number of terms-in-office is not limited.

The difference between US and European universities, can be brought down to a
single characteristic: decisions regarding European higher education are made by politicians
and professors and only they play an important role in defining strategy and decision-making.
In the US politicians and professors matter less, since the field was left open to professional
academic managers. Professional management isn’t based solely on finances or human
resources; rather a crucial aspect involves the production, transformation and transfer of
knowledge, management of which assures success for the institution. When observing the
role that a Rector plays in European public institutions (of course my observations stem
primarily from the Polish sector), we can outline three primary roles: administration,
representation and funding acquisition from state authorities. The Rector’s position is
complicated by the relatively short term-in-office, the need to acquire support from interest
groups before every election (combined with support retention during his time in office) and
the need to return to the post occupied prior to his election. All those factors condition and
complicate the Rector’s activities related to institution development, often making them
impossible to conduct. That is why many external observers and the more critical (impatient)
staff of public institutions experience the sensation that their universities simply continue to
exist, nothing more, while the time needed to reform them is extremely long. A European
Rector is chosen by his colleague professors, and by definition, he becomes their hostage. His
American counterpart, the university President, is chose via special procedures, where the
entire faculty can voice their opinions, yet the deciding voice comes from outside the
institution from people who have strong ties with the university or college—in the case of
private institution it is the Board of Trustees, while in the case of state institutions, the local
government. The President has a strong position within the institution and he can select his
closest co-workers, who are often specialists from outside the university. The chosen leader
has undoubtedly studied, has completed a PhD and worked at or managed various
universities, assuring extensive and varied experience, which allows him to fully appreciate
university assets and to effectively manage the institution. The President doesn't have to
enact a “survival strategy”, so typical for European institutions, where the threat of returning
to one’s previous post looms constantly over the Rector. The US university President is
directly interested in the institution’s success, because the “value added” that occurred during
his presidency strengthens his position vis-a-vis the next term in office at this or other, more
prestigious, institution.

The need for strong leadership in modern universities is increasingly vital. Here I will
modify P. Drucker’s statement: “the only permanence in the functioning of higher education
institutions is permanent change”. Introducing changes, even those desperately needed and
acceptable in a given institution is very difficult. Every traditional university, with the
exception of those for-profit, is a conglomerate of smaller or larger academic and scientific
teams, that are fairly independent yet still submerged in the overall administrative body.
Alongside its scientific activity, the team usually conducts academic duties in the area falling
under its expertise (entire programmes, or certain areas) and is therefore interested in the
retention (sometimes even enlargement) of its “competence sphere”, yet it is always against
its limitation (or even closure), even when there are no rational reasons to offer a particular
programme, degree or group of subjects. The concession system within the framework of
accreditation and authorisation enhances stability, because both procedures are focused on
the number (rather than actual class) of professors conducting academic activity in the given
discipline. The situation leads to a constant increase of this professional group—professors
hire the best post-doctoral students, which creates an opportunity of accepting increased
student numbers, regardless of whether the local and global labour markets have a need for
the particular group of graduates. Anyone professionally involved in higher education can
give examples of programmes that were completely useless to the labour market or created

60 personal correspondence with the Author, August 2003.



specialists for declining sectors. A university needs strong leadership for difficult decisions to
be made regarding the discontinuation of a particular programme and resulting cut-downs in
related academic and scientific staff. The alternative is terrible—the acceptance of
uncontrollable development, limited only by budgetary restrictions, which can easily result in
the loss of prestige and drive the university into an early grave.

What clearly differentiate American higher education system from its European
counterpart are the advanced simplification and shortening of the scientific and organisational
promotion system for scientific and academic staff. With real pragmatism and love of
simplicity, the Americans tied the European “professor” title with the highest position in a
university. As a consequence, the final state-awarded title is the doctorate, while the
professor “title” is related to work for a particular university, and thus tied to winning a
competition for a particular post. The competition has with clearly defined criteria, which
include considerable achievements in the fields of science and education. In most European
nations, the state awards the "“professorship”, while many countries still possess an
intermediate title (between a doctorate and professorship) of “habilitated doctor”. Because
the majority of senior posts are reserved for holders of professorships or habilitated
doctorates, the time in which academic and scientific independence can be achieved is
considerably longer in European institutions, which effectively culls any ambitions that
talented young scientists and academics might have to continue their career after the
doctorate. In the European academic culture we can openly state that we are observing a
“professor corporation”, based on their monopoly to take senior university positions (on
departmental level and beyond), through a clear advantage in terms of accessing research
funding to the point that they retain senior positions well into their 70’s.

We cannot be surprised therefore that many talented young scientists leave Europe
for the US, where a 30-year old with notable scientific achievements working as a professor
at a well-known university will not cause a sensation. The debates concerning the progress of
a scientific career in Europe involve claims that the additional titles and posts (and the
resulting accessibility to positions) defend the prestige of scientists and deny access to the
highest university positions for people without the appropriate scientific achievements,
therefore defending the institution from loss of overall quality. It is difficult to agree with this
view, as US universities that remain focused on the doctorate title, haven't suffered from a
decline of scientific achievements or a loss of prestigious awards, including the Nobel Prize.
The European academic culture, that enables position holders to stay at their posts for
decades and as a result decide about the direction and scope of research with the related
issues of funding, obviously inhibits the conduct of science in new areas, especially those that
are fast developing, and slows down the development of individuals and entire scientific
teams. Most European institutions inhibit the career progress of innovators and the
development of innovative research. Tightly knit hierarchies complicate entrepreneurial and
innovative activities of young scientists and academics and they are prevented from acquiring
advanced organisational abilities at an early age.

A primary stabilising factor for European universities that is also a crucial adaptability
inhibitor in terms of responding to the challenges of our contemporary world is the
permanent financing from the state budget. Due to the doctrinal retention by European
nations of free higher education, the state is forced to funds its educational institutions, even
when it is clearly visible that they are unnecessary or function incorrectly. Easy access to
public funds, even if limited, brings about laziness.

A professional manager of a university, where he is not tied to any particular interest
groups and hasn't been emotionally involved in the creation of specific academic programmes
or conducted scientific research, can manage it in a more rational and effective manner,
rather than just administrate the process of knowledge creation and transfer. He can improve
working conditions, objectively create an appropriate motivation system for academics and
scientists employed by his institution and invest financial resources into research areas and
teams that will bring the greatest benefits.

3.3. Concentration of outlays



The Author prefers the government to conduct a much more decisive scientific and
educational policy. When analysing the policies of European nations in this respect, we can
observe that such activities resemble to “thin spreading” of financial resources, i.e. the equal
support for all academic and research institutions. The American practice is much different
and seems much more effective. To avoid any accusation of one-sidedness, we can quote the
footnote in point 3.2 of the EU Commission’s Communiqué:

“By way of comparison, there are over 4000 universities in the USA, 550 of them
issuing doctorates, and 125 identified as “research universities”. Of these, some 50 account
for the lion’s share of American academic research capacity, public funding in support of
university research and the country’s Nobel prizes for science.”!

The result is simple—managerial rationality leads to the support for top institutions
and brings considerable benefits on the national scale. It is worth noting, that the American
system based on supporting the best, does in no way result in the collapse of remaining
universities—they function on a true academic market. Depending on their legal statute—who
is the founder (state or private individual)—they charge higher or lower tuition, apply for
assistance and federal or state grants, look for funding from individuals or institutions. Their
staff is accustomed to independently acquiring funds for the research they want to conduct.
The American system of career promotion is also healthie—competitions held for
professorship posts demand longer scientific and academic activity for the younger
employees. There is a quite common trend of employing oneself in increasingly respected
universities, in tune with the growth of one’s scientific and academic achievements. Every
new institution requires enhanced participation, compared to an average European education
employee. Tenure is the culmination of one’s academic career, yet even it does not equal
“academic retirement”, where posts are held at all costs and often without the conduct of any
recognisable work for the university.

The policy of concentrating public funds in a selective group of top universities serves
to foster qualitative increases of the scientific and academic cadres in remaining universities.
The Author read multiple CV’s of American professors that often worked in universities below
the top 50. There is a certain trend visible: they graduated from a top, branded university
(classified within the top 100), gained their doctorate from a top institution and worked in 2-3
state or private universities. Such a system feeds top-class doctoral graduates into the entire
higher education sector and results in the overall increase in quality. Graduates of doctoral
programmes that have spent several years in a top university (centres of excellence) will take
with them the best research methods and techniques, as well as academic practices. They
bring to the hiring institution the atmosphere of intense student-teacher interaction that is so
characteristic of Ivy League universities. The US therefore benefits from a very positive
proliferation of quality, of “academic perfection” so needed in Europe.

US institutions, especially the leading ones, are characterised by a partnership
arrangement professor-student or administration-student. Students that pay, often very high
tuition, obviously expect an appropriate programme of study, correct organisation and a
partnership-based approach. Academics employed within the institution appreciate that their
primary, if not the only, duty is student education. In a good university, the professor-student
relationship isn't restricted to the classroom, which (not counting the top UK universities) isn't
a popular attitude in European institutions. Such partnership relations ease the selection of
top students and create strong emotional ties between the student and his/her Alma Mater.
One of the determinants of increased financial stability of US institutions is the differentiation
of funding sources—alongside tuition, federal or state funding, orders for research or
consultancy from industry, an important source of funding comes from the alumni (especially
in top universities), who donate customary, annual and small sums to funding massive
endowments from post-mortem wills. To maximise the effects of private support from alumni
and other benefactors, US universities have created advanced systems of communicating
with their financial backers—from dedicated magazines addressed to alumni to naming entire
departments, institutes, research centres, faculties or lecture halls after their benefactors.

This diversification of income sources, especially the well-developed private donation
system builds long-term financial security for US universities. The best, most famous, have

el EU Commission Communiqué, 5 March 2003, op. cit. p.9.



gigantic funds at their disposal, often in the form of endowment funds. Such universities have
no fear of economic downturns and its related financial hardship in terms of investments or
scientific research, and the accumulated wealth allows for long-term developmental
strategies.

3.4. Staff mobility and the dynamic social environment

European higher education is trapped in a dual trap: free education and full financing
from state sources. This keeps the institutions from developing, as it prevents them from
initiating changes that lead towards academic excellence, so desired by the Commission. The
development of private universities has been restricted by the offer of free education for
unlimited numbers of candidates (EU citizens). If we ignore universities founded by churches
or other religious institutions, we can safely state that EU private higher education is
extremely small. When analysing the differences between Europe and the US, as well as the
reasons for success of American universities, we can see that private institutions take the top
places. It should be important that we ask ourselves: is it an accident or natural tendency
resulting from the nature of Capitalism, that private institutions are better suited to dealing
with market forces and strong competition?

Europe desperately needs a private higher education sector, not only to take the
burden of financing university education off EU member states but also to increase
competition between universities and create a tendency of building academic excellence. A
private institution has two primary methods of assuring its long-term stability: cheaply
“selling” its diplomas, i.e. offering easy programmes with low tuition, or offering high-quality
programmes. In the first case, national licensing and accreditation systems with appropriate
authorities able and willing to take away the right to award nationally recognised degrees and
professional titles in the case of loss of license and accreditation should prevent the poisoning
of the educational market. The second case is known in Europe (but examples are few:
French INSEAD, Spanish IESE or German WHU) of the elite institution, but functioning solely
within the area of business education. Yet, in the US the best medical, artistic or technical
universities are also private, challenging European governments to create such administrative
and legal regulations that would enable the creation of multi-disciplinary and multi-
programme private universities and result in the rationalisation in the area of financing and
management of state universities and the initiation of quality-oriented processes.

A positive aspect of the American academic community is pronounced staff mobility,
which eases the dissemination of good academic practices. A professor tied to one institution
from his MA or doctorate all the way to attaining the professorship, is a rarity, whereas this
approach very pronounced in Europe. 2-3 universities during his education are the norm,
followed by work at increasingly renowned universities. If we combine this trend with a
tradition of simultaneously working in firms or other institutions, like think tanks, research
institutes, foundations or scientific associations, then the distinguished American academic
has a much wider network of connections and greater professional experience. High mobility
and ease of employment at other universities, especially for those with high scientific and
academic achievements, gives US professors the much needed intellectual freedom and
resistance to administrative pressures and is much healthier and efficient than the “glorious”
European scientific autonomy.

It seems that a primary factor responsible for the advantage of US universities is the
fact that they function in a very dynamic social environment, where fast exchange of
knowledge and its accumulation in multiple locations is the norm. The American society is
extremely active, people congregate in various organisations, professional corporations and
create a network that is widespread and intensively exchange information. The US has
proportionately the largest number of groups that function or meet together in special
organisations (social clubs, associations) of people possessing advanced professional
knowledge and real-life experience. In such cases, knowledge can be easily accumulated and
transferred in a multidimensional manner to meeting participant and organisation members.
The mobility of American society, translates into social activity of US academics, and
university professors are members of the same social and professional organisations. They
are invited to give lectures and themselves invite professionals to reciprocate at their own



university. In such conditions, knowledge exchange occurs swiftly and fully. It is characteristic
of US society that it is pervaded by the knowledge related to activity—how to set up a
company, transfer technologies—and practical knowledge (including its simplest forms). It all
creates a social climate that forms attitudes of openness to new knowledge and a conviction
about its availability. One of the secrets of American success seems to be the fact that the US
society, and not only economy, has built lasting mechanisms for discovering, promoting and
then incorporating innovators. Such people are open to new knowledge and are able to
transform it.

3.5. Summary

* Data presented at the beginning of this chapter allows us to draw two conclusions
about:
- The domination of American universities amongst the top world institutions in the
sphere of scientific research, and in nearly all areas of science.
- The importance of expenditure on scientific research, especially R&D, in the creation
of increasing competitive advantage by the American economy.
* According to the Author, there are five factors that assure US advantage over
European universities:
- Effective and professional management;
- A shortening of the journey to scientific and academic independence of staff;
- Financial and organisational stability;
- An academic atmosphere where scientists and students coexist, that creates attitudes
and character;
- A much stronger relationship with the surrounding environment, especially with the
economy.
* As opposed to the majority of European universities, where professors elected by the
academic community undertake management functions, American universities are run by
professional university managers, who are elected in accordance with specific criteria set by
the Board of Trustees, and come from outside the institution. A President of an American
university is not tied to (or often dependent upon) particular interest groups that exist in
every university, and does not have to return to his previous post upon ending his term-of-
office. As a result, the President can manage in a rational and effective manner, rather than
just administer.
* A notable advantage of US universities comes from their financing methods. On one
hand there is a concentration of public funds on scientific research in top research
universities, while on the other all universities possess a differentiated financing system,
including direct financial support from alumni, whose donations are recognised by law.
* An important factor differentiating US universities is the partnership arrangement
between professors and students, which stems from the fact that the latter pay tuition, while
the former know that student education is their utmost priority.
* US universities offer academics the chance to remain mobile, while their professors
conduct activities in external research institutes, scientific associations, consultancy firms, etc.



4. The Polish Lesson of the 1990’s and its influence on
higher education development.

4.1. The Polish education miracle of the 1990’s

A good illustration of the necessary changes in the organisation and financing of
European higher education that are being proposed by the Author are the developments that
occurred over the last 13 years in Poland. Under socialism, higher education was considered
a rarity, available to the select few. In 1990 Poland had only 400 000 students out of a
society of 37 million, of which 320 000 studied free of charge in state universities that offered
a limited number of places, assuring a “scholarisation” coefficient of 12.9%. Only 7% of
Poles® had a higher education, compared to over 20% of EU citizens and university studies
were accessible to a selective minority (see Appendix 2, Tables 12-13). There were several
causes for this but the two primary ones were: financial collapse of the communist states in
the 1980’s and limitation in funding for higher education, an artificial remuneration system in
the state-owned economy and administration which favoured physical labour and labourer
wages.

The system effectively discouraged potential candidates. The young who came from
poor families found the perspective of undertaking higher education in large cities with a
resulting low-wage job, when they could enter employment immediately upon high school
graduation and earn more than an engineer or teacher with several years of experience.
Before 1990, Polish higher education had a single non-state institution that was supported by
the Catholic Church (if we discount the various institutions educating only priests). The other
100 or so universities had a structure typical for those within the socialist group of nations:
alongside the top 10 multi-faculty universities situated in the largest cities, there was a group
of narrowly specialised institutions that educated professionals: artistic, medical, economic,
farming or technical. All were situated in only 17 Polish cities, leading to the creation of the
“academic city” term, which signified a large city with multiple higher education institutions.
Besides working for those institutions, many scientists worked in state research institutes,
primarily the Polish Academy of Sciences, and it was customary for them not to conduct any
student-related activity.

In 1990, the first non-Communist government and parliament introduced a new,
liberal Higher Education Law, which opened the doors to the creation of private higher
education institutions and favoured extensive academic independence of state universities.
The new Law limited the rights of state administrative bodies regarding the supervision of
universities, limiting those bodies to the division of state financial support between
institutions (but based on an algorithm worked out in conjunction with the academic self-
governing body—the Central Council for Higher Education) and to give out operating licenses
to private institutions.

The free market regulations that were simultaneously introduced brought about a
radical shift in social priorities on the Polish labour market. Immediately after June of 1989,
education acquired incredible value and wages in normal, private companies became tied to
qualifications, skills and as a result, to education. A certain social mental revolution
occurred—higher education became valuable not only in the families of professionals and the
multi-generational families of the classic intelligentsia, but also amongst labourers and
farmers. The process occurred quickly—over a period of several years and was compounded
by the fact that increasingly large numbers of 19-year olds were appearing as a result of a
demographic boom. An assault on universities began, which continues to this day.

The Polish academic community responded to this growing societal need for higher
education in an active and entrepreneurial manner. State higher education, faced with the
freezing of state funding intended for full-time studies, expanded its offer of paid studies,
both part-time and weekend, while a new trend emerged—the creation of private institutions,
initially in Warsaw and other large academic cities, the later in smaller cities and towns, that
never had such institutions before 1990. It is fascinating, that in a sector far removed from

62 GUs, (2003), Szkoty wyzsze i ich finanse w 2002 roku, Warszawa; GUS, (2002), Rocznik Statystyczny
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the conventional economy, the fundamental free market rule came to life once again: where
there exists demand for higher education, stimulated by new societal aspirations, supply will
rise to fill the void—be that from institutions already in existence or new, private ones. In the
initial period such institutions offered education in the most vital of areas, needed desperately
by the labour market—business education.

We can debate which sector proved to be the more entrepreneurial and innovative
one—public institution sector or that of newly-formed private schools—but one fact is certain:
the liberal Law, well suited to the period of systemic transformation, resulted in a Polish
educational miracle, as we can only describe the four-fold increase in student numbers during
the decade. Currently, there are over 1.8 million students and the gross enrolment rate
reache<16346.2°/o gross (35% net) and it is higher than that in many developed European
nations™.

Illustrations 2 and 3 present the increase in Polish student numbers and the rise in
numbers in state and private institutions.

83 ibid, p 19 & 20.
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Fig.3. Growth in student numbers in Polish private
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Source: Own analysis, based on GUS, (2003), Szkoty wyzsze i ich finanse w 2002 roku,
Warszawa; GUS, (2002), Rocznik Statystyczny Rzeczypospolitej, Warszawa.

At present Poland has 377 higher education institutions, of which 252 are private,
and new ones are appearing, despite the fact that the demographic low has begun to arrive
on university doorsteps. Increasingly, private institutions are created away from large cities
with their state universities and large pools of qualified cadres, in medium cities and small
towns. WSB-NLU was the first of such schools, created in 1991 in a town with 80 000
inhabitants. The early success (after 3-4 years) of its graduates on the labour market resulted
in the emergence of multiple similar initiatives. Today, there are 106 institutions, situated
outside Polish metropoli including 28 state higher-professional schools, created in recent
years to mimic the German Fachhochschulen institutions that educate solely to the BA level
over a 3-year period. Such schools become one of the only development opportunities for
small and medium towns, which experienced the collapse of large, ineffective, socialist
companies.

2003 can be treated as the final year of rapid and extensive transformation in the
Polish higher education system. Due to the approaching demographic low, the number of
candidates for higher education will stop growing, even if the number of high school
graduates entitled to enter university will keep increasing. For the first time, the nhumber of
available places is greater than the number of candidates. The coming years can be described
as a period of relative stability, before universities begin to suffer from reduced intakes due
to the demographic low, which will result in a 30% decline in entry numbers.

The structure of Polish study is complicated. Because of governmental budgetary
restrictions, only 39.3% (706 854) of the overall 1 800 548 students attend tuition-free
programmes in state universities. The remainder pay for their education: 31.3% fund their
study in state institutions, whereas 29.4% (528 820) attend private institutions®* (see
Appendix 2, Table 13).

4.2, Characteristics of Polish higher education

The tuition-based segment on Polish higher education that exists today can be

divided into 3 basic categories:
- State schools, that in 2000 accepted 131 235 students into their self-funded
programmes;
- Non-public schools, that are “professor cooperatives”;
- Non-public schools, that are private, created by founders, private individuals or legal
entities.
Of course, the difference between “cooperative” and “private” institutions is unclear, but they
can be differentiated by analysing expenditures. With high probability, we can state that in
public and “cooperative schools the flow of tuition will be in its entirety consumed by the
lecturers that are directly involved with student activities, whereas “private” schools will
dedicate part of their tuition income into infrastructure investments, the development of
creative academic and scientific teams and student services. When looking at the non-public
sector, we can find over 30 institutions, which consciously and consequently invest in their
own development and will continue to exist as an alternative to public institutions. The
remaining “cooperative” institutions will silently vanish once the number of students will be
inadequate to support the institutions’ daily cash flows.

Comparative analysis of the Polish higher education system with others—European,
American and other—is complicated by the existence of programmes leading to a professional
titles taught in full-time and part-time mode. It is a remainder of socialist times, when the
leading Party was interested in accelerating time-to-graduation, rather than the acquisition of
knowledge, by people in full-time employment. Such programmes were by definition modest
in size and scope compared to full-time studies, yet, despite attending classes only 4 days a
months (compared to the 20 day monthly cycle for full-time), graduates could graduate at
the same time and receive the same diploma as their full-time colleagues. The situation

64 Szkoly wyzsze i ich finanse, 2002, op. cit. p. 2.



hasn't changed during the 1989 systemic changeover, and the Higher Education Law in no
way inhibits the process. The part-time formula assumes that the student will work
intensively at home, utilising the appropriate textbooks and supplementary materials, while
simultaneously working. With a few exceptions, the academic qualifications of part-time
students are lower than those on full-time programmes, especially when we compare both
types that undertake higher education immediately upon leaving high school. The
differentiation would not be so problematic if the number of part-timers was lower, as
happened during the 1980’s when they amounted to just 20%. Currently, when the number
of part-timers (including various modes of study) passed 50% of all students and has reached
1 million, the level of part-timer qualifications is determining the value of the labour market.

Therefore it is easier to outline to potential of Polish higher education on the verge of
the 21 century via data on the number of places available to full-time students on the 1%
year of university (see Appendix 2, Table 14).

The 1990 Law introduced a two-level education process, alongside the conventional
5-year progressive mode of study, it introduced 3-year professional programmes ending with
the awarding of a conventional or engineering Baccalaureate, followed by a 2-year graduate
programme. Looking back on the last 13 years we can safely say that the 3-year
Baccalaureate programmes haven’t gained social acceptance and the majority of
undergraduates study all the way through to the graduate stage.

An analysis of data in Appendix 2, Table 14, shows that Polish higher education
possesses extended potential in terms of professional education, especially in the area of
polytechnic and medical degrees. Private institutions offered 17% of all available full-time
places in 2003.

Polish state universities offer a limited number of tuition-free places on full-time
programmes, while offering an unlimited number of places of paid part-time programmes.
This system results from the limited financial support flowing from the state (there were
nearly 200 000 tuition-free places offered, while the total of students entering higher
education amounted to 470 000) and from the paragraph in the Polish Constitution outlining
the right to a free education. Private institutions, devoid of state supports, have limited
opportunities of competing with state universities, especially in the sector of full-time
programmes. With few exceptions, private universities are denied state and regional support
yet, over the last decade, at least 30 out of 252 managed to develop their own infrastructure
enabling them to compete with state institutions in offering top-class study conditions. When
they were founded, private institutions didn't possess excessive financial resources and
rented or leased their infrastructure, while accumulating resources from student tuition that
could be utilised on infrastructure investments. Programme fees are rather low in comparison
with world standards, with the highest fees amounting to no more than 1 600 EUR®®, whereas
the socially acceptable level of tuition is no more than 800 EUR per year of study. In most
private institutions, tuition-based incomes are over 90% of total income, so the majority of
investments come from student funds. Private institutions exhibit very effective financial
management techniques, while state universities carry administrative costs that are much
greater that in their private competitors. When analysing comparable programmes, private
universities have 20-30% lower operating costs, (assuming we do not consider the burden of
research conducted by state institutions).

The higher education system created in the 1990 Law focused on advanced internal
academic independence, that is so pronounced in complex, multi-faculty institutions (so-
called “autonomic institutions”) that have the right to award doctorates and habilitiations®.
The deciding voice in state universities belongs to the “professor corporation”. It is the
professors, with small participation from other university staff, which select the Rector and
form most university bodies that decide not only about the university’s development strategy
but also about the division of available funds. A certain nhumber of professors provide the
competence for an institution to be granted the right to conduct a specific programme, while

85 Atthe 1 EUR : 4.6 PLN exchange rate on 04.04.2004.

6 A post-doctorate degree, whose primary requirement is the mastery of a specific area of knowledge, and which is
awarded upon submitting a very large thesis or series of topic-specific publications. The “dr.hab.” title only exists in
several European countries and is often a prerequisite to the awarding of a professorship.

%7 The Polish President awards the professorship, and the average age is over 50.



their number and scientific achievements enable the institution to award scientific titles:
doctorates and habilitations. The autonomy is so advanced that professors even decide about
the division of public funds intended for scientific research, in terms of dividing the resources
between various institutions and awarding individual grants, as well as deciding the number
of places of study that a university can make available on a particular programme. Politicians
are left to outline the total sum made available in the state budget for scientific research and
higher education. The state does not conduct any active policies aimed at developing
scientific research and higher education. The decisions have been left to the academic
community. Yet, any professional group, even academics, will defend their interests and we
can hardly imagine a situation where the group will act against its own best interest, even if
their activities hurt national or social interest.

A 300% increase in state university student numbers over the last decade, coupled
with a 10% increase in the number of academic and scientific staff has resulted in drastic
workload increases. A negative consequence of that is the decline in scientific and research
activity of most staff, especially those that conduct classes and related activities on
fashionable or beneficial employment-wise programmes.

In the long run, the situation in the Polish education sector will begin to change, as
the number of candidates will start to decline, both on the full-time and part-time
programmes as the “educational reserve” of mature citizens who decided to raise their
qualifications disappears and Poland experiences a decline in the number of youngsters
entering adulthood. The overall three-fold student increase in state universities has occurred
primarily on the part-time programme, where the number has risen 700%, filling those
universities with huge crowds every weekend and worsening their study-related
infrastructure. Yet, most institutions have began investing in their material infrastructure—
despite continuous warnings about the decline in state support, the actual sums intended for
public institution investments has been growing until 2001 (500% over 5 years). The trend
levelled off only slightly in 2002.

Fig. 4. Investment outlays on Polish public higher education
institutions in 1991- 2002
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In Polish conditions, should 1.5 PLN billion (about 325 million EUR) be invested in
new buildings, each year over 500 000 square metres of academic infrastructure would be
delivered. Even if we assume that two-thirds of that sum is used for the purchase of scientific
equipment and ongoing renovations, we can still safely presume that over 150 000 square
metres of new or entirely renovated academic infrastructure is added each year, which
assures good study conditions for 30 000 students.

4.3. New private institutions and their founders

The explosive development of private higher education in Poland has introduced a
new group in the system: the founders and Rectors, who naturally became the managers of
education.

When analysing the CV’s of over a dozen founders or organisers that created widely
known private universities, where they usually are Rectors, we can find strong ties to the
American educational system, as they had experienced US institutions before founding their
universities. Polish founders have spent several months in the USA on various scholarships,
taught at American universities and have usually accepted complete know-how tied to a
programme of study from specific universities, as was the case with WSB-NLU or the Open
University.

The most well-known Polish private universities are usually associated with their
leader—founder and Rector—and most are referred to by the leader’s name: “Bartnicki’s
School”, “Kozminski’s School”, “Lazarski’s School” or “Pomianek’s School”. Those institutions
are managed in a professional and effective manner and have created their own academic,
sports and social infrastructure, funded from internally generated resources.

Professional management of private institutions has clearly limited the day-to-day
operating costs, especially the administrative and fixed costs. For every 1 000 students,
private universities have administrative staff that is several times smaller than that in state
universities (sometimes even by a factor of ten), yet private institutions offer much higher
standards of service. Fixed costs per student are also much lower. Such savings and
efficiencies are only possible via professional management techniques that, at a tuition level
comparable with the state-funded tuition per student at state universities, allow for the
creation of sizeable resources intended for institutional development.

Professional management also brought about a change in the philosophy of university
operations and a clear focus on the student. The primary, if not the sole, purpose for the
existence of private universities is the education of tuition-paying students that are the
“customers” who become active partners for management boards and academic staff and
make a sizeable contribution to the universities daily existence.

New management techniques, combined with innovativeness and entrepreneurship
exhibited by private universities clearly affect their state competitors. They introduced
competition into the higher education sector: if we ignore the 200 000 tuition-free places
offered by state universities, the remaining group of students is open to competitive bids.
Academic and scientific staff is increasingly abandoning their posts in public universities and
are moving to private institutions. The competitive process results in a continuous drive of
programme quality improvement, in the top state universities and in a large number of
private ones.

The emergence of the private sector was matched by a process of public scrutiny
focused on universities and their programmes, as is the norm in developed nations. This
scrutiny was unknown in Poland pre-1990. All the important weekly and monthly magazines
began publishing university rankings, coupled with selected academic programme rankings.
While initially contested by the conservative academic community segment, the rankings have
become a common-day occurrence, and the institution’s position is often the primary criteria
of its success, as candidates and their families study the rankings with increased attention.

The nature of Polish higher education has evolved from a closed system accessible
only to the elite to mass education of nearly 40% in each age group and from state
universities situated in major cities to an offer reaching every city with over 50 000
inhabitants. The existence and functioning of a higher education institution in a small town
has become a good developmental stimulator, or at least an unemployment inhibitor. At the



turn of the millennium, alongside many private institutions, over 28 state professional
universities found their home in small towns that now educate to the Baccalaureate level. All
local governments aspire to possessing a higher education institution, since it accelerates
local development, improves worker qualifications, draws in investors and raises the wealth of
the local population. Research undertaken during 2000 in Nowy Sacz® showed that 1 500
full-time students left over 4.5 million EUR in the pockets of local inhabitants, which was a
considerable sum in a nation where the average monthly income is 500 EUR. A university
surrounds itself with multiple new jobs in services and every 40-50 students that undertake
their education in a given institution create 1 external job and 2 jobs within the school.

4.4. Miracle: an ephemerid or basis for success?

The future of Polish higher education centres primarily on the political decisions
regarding methods of funding—will the current monopolistic access to funds by state
universities remain, coupled with the absurd Constitutional statement regarding the right to a
free education in a situation of continued budgetary cutbacks? Or will new rules be created—
partial tuition for all full-time programmes in state universities combined with the flow of
public funds that follows the student, regardless of what institution he enters (based on an
algorithm). This approach, strengthened by enhanced access to state and local government
scholarships and preferential credits, would result in the change from the current badly
structured structure of study (dominance of part-time programmes) and in a qualitative
increase of offered programmes due to the introduction of fair competition between
institutions. The time for qualitative changes is ripe, especially considering the upcoming
demographic low, which will lower the number of new student entrants from 1,8 million to
just 1 million over the next 20 years.

2004 can be a decisive year for Polish education: the surplus of available places over
the number of candidates entering higher education will be magnified and become the norm,
while a new Higher Education Law might be formulated that will surely redefine how
universities function.

At the present we cannot speak of cooperation between the public and private
education sectors. State universities retain their monopoly on public funding and fair
competition is non-existent. Limited public funds allow only 700 000 students to study for
free (40% of the total), while the current state of public finances in no way indicates that
funding might grow in the coming years.

Both segments are in a state of a resource-oriented “Cold War”. State universities,
after years of ignoring the threat brought on by a recent surplus of candidates over offered
places, have gone on the offensive and are actively trying to restrict the developmental
opportunities of private institutions. The issue of whether private institutions should be able
to employ professors still working at state universities, brings forth a lot of negative
emotions. Private institutions focus on the welfare of students and the Polish state and
demand access to public funds. It seems that Polish higher education is at a crossroads:
should it go the “American-British” route with a strong focus on private institutions, or follow
the route typical of continental Europe where tuition-free studies are free for some.

From the perspective of scientific research, the potential of Polish higher education is
sizeable, especially in the areas of interest for the EU—applied and technical sciences.
Unfortunately, these assets are badly utilised. A qualitative improvement can only be brought
by creating equal and transparent rules, enabling equal access to public funds intended for
education and a concentration of resources on the best entities—universities, teams or
individual scientists. The alternative is a slow return to the monopoly of state universities,
retention of the “professor corporation” caste domination, and a continuous increase in the
number of students undertaking study abroad and the resulting collapse of some Polish
universities—also those state-owned.

The future of Polish education rests on the destruction of three primary barriers,
inserted into the system by incorrect legal solutions:

- The funding of student education solely in state universities;
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- Overly extended career advancement for scientific and academic staff;

- The acceptance by law and the academic community of reduced programme lengths

and content in part-time education.

All three barriers are easy to remove via legal solutions and concrete organisational
changes, which would result in the strengthening of Polish higher education and increase the
nation’s competitive potential. Yet, the reforms would upset the interests of the professor
professional grouping and could upset the stability of state universities.

The present system of funding is similar, in its systemic solutions, to those used in
most European states, yet in practice the system is a shambles.

The Polish Constitution assures democratic access to higher education, but in practice
this right is limited to about 39% of all students. The rest pay for their education, both in
state and private institutions. The division is caused by budgetary restrictions and we can
safely assume that it will continue to exist in the foreseeable future. As a result, state
universities can offer tuition-free studies only to a limited number of students, which leads to
the introduction of competitive entry exams—universities accept those with the best results.
This in turn means that tuition-free study is usually undertaken by children from wealthy
families that have expended considerable financial effort on the children’s education on all the
previous levels. Such families receive a “gift” in the form of free higher education, the cost of
which amounts to 35 000 PLN (about 8 000 EUR) over 5 years, which is the price of a mid-
class car®. Candidates coming from poorer families, usually inhabiting smaller cities and
towns, who finish mediocre or weak high schools, have to pay for their studies. Thus, Poland
has experienced a caricature of democratic access that is socially unfair.

The time for changes is at hand, and the restructuring of funding for education
should be introduced to coincide with the necessary change in operating part-time
programmes. Introducing the ECTS system as uniform criteria, the fulfilment of which grants
the student a diploma would result in the equalisation of degree requirements and slowly
reduce the “attractiveness” of part-time education. Poland would greatly benefit from the
introduction of (outlined in the following chapter) system where the state funds the first year
for all candidates, regardless of their chosen institution and mode of study or the funding of
first two years for full-time students. State support for academic operations in state
universities totalled 1 billion EUR, which is enough to fund the first two years for all current
Polish students. What would be left is the rethinking of the scholarship system, the widening
of which would allow students from poorer families to study all the way to graduation.

The most controversial issue is the creation of appropriate conditions that allow
young, gifted academics and scientists to quickly gain organisational and scientific
independence. The current systemic solutions—created to this day by the very people they
regulate, i.e. the professors, rather than developed by politicians—have created a system
beneficial only to the professor caste. Certain solutions can be viewed by an outside observer
as shocking, for example in the evaluation of an institution, its quality and right to award
scientific titles, as well as the ability to conduct specific educational programmes. Doctorate
holders are completely ignored. Only the number of professors is seen as a valid measure of
“academic maturity”. Yet, we all know that the structure of a university should resemble a
rhomboid and that, due to the need for intensive contacts with the students, it is the MA and
PhD holders shape the quality of education in a given institution. Certain solutions regarding
the awarding of scientific titles can be easily compared to “hooded tribunals” with their
anonymous evaluations, lack of a higher control authority, in this case a state institution that
is part of the professor self-governance structure that awards habilitations and
professorships. The Polish system desperately needs to raise the requirements for doctorates
and remove the awarding of habilitations and professorships from state hands. The
professorship would be solely tied to the post in a given institution. We can also consider the
awarding of “nominal professorships” as a reward for the activities of the most talented
academics and scientists. Such a solution, when combined with a clear system of competition
for professor posts would not only shorten the time in which young and gifted scientists and
academics could hold independent posts in universities, but would also increase the interest
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in science, while limiting the “brain drain” that is so dangerous to any nation as it looses the
most gifted when they travel abroad to work in foreign institutions.

The simultaneous introduction of all proposed changes would be best. Democratic
funding for all 1% year students, coupled with partial funding for part-time studies, would
increase competitiveness between institutions, which in turn would bring about a qualitative
improvement in offered programmes. Competition would force institutions to improve the
quality of their staff, while the funding system would enable the best universities to develop
their infrastructure, allowing for the acceptance of increased student numbers. Unification of
graduation requirements, regardless of study mode, would definitely increase the average
level of education for part-time students. The legal changes would activate a multi-
dimensional process of quality improvement across the entire P