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ITEM  FOR  FINANCE  COMMITTEE








HEAD 190 - UNIVERSITY  GRANTS  COMMITTEE


Subhead 492 Grants to UGC-funded institutions








Members are invited to accept the total recurrent funding requirement of the University Grants Committee-funded institutions for the 1998/99 to 2000/01 triennium estimated at $35,399.4 million.











pROBLEM


		The eight institutions funded by the University Grants Committee (UGC)� have to finalise their budgets and academic programmes for the 1998/99 to 2000/01 triennium, which starts on 1 July 1998.  They cannot proceed without need confirmation of the level of recurrent grants they will receive for the period in order to proceed with their programmes.








PROPOSAL


2.		The Secretary for Education and Manpower (SEM) proposes that Members accept the total recurrent funding for the eight UGC-funded institutions for the 1998/99 to 2000/01 triennium estimated at $35,399.4 million. 








JUSTIFICATION





Encl. 1


3.		The UGC has assessed the recurrent funding requirements of the eight institutions under its aegis for the 1998/99 to 2000/01 triennium, having regard to the indicative student number targets as shown in Enclosure 1, as well as the Academic Development Proposals of respective institutions.


/4. .....





4.		In determining the overall recurrent funding requirements for the 1998/99 to 2000/01 triennium, the Administration has taken into full account  the following recommendations of the UGC which were accepted by the Administration in November 1996 -





(a)	the tertiary sector has entered a consolidation stage where the student number targets at the sub-degree, undergraduate and postgraduate levels in the 1998/99 to 2000/01 triennium should remain broadly the same as their 1997/98 levels.  Institutions should be able to turn their energies from the problems of expansion to considering how to improve the efficiency and quality of their existing activities.  Institutions will also be able to reap the benefits from savings associated with economies of scale and the abandonment of front-end loading.  Furthermore, certain tasks associated with expansion will no longer be necessary and institutions can improve management procedures;


(b)	against this background, during the 1998/99 to 2000/01 triennium, the UGC-funded institutions� should be able to achieve a 10% reduction in student unit cost between the final year of the current triennium (i.e. 1997/98) and that of the next triennium (i.e. 2000/01) without detriment to the quality of education; and 





(c)	half of the savings achieved should be retained by the UGC for distribution among the institutions to meet new expenditure requirements and encourage new developments, including the development of areas of excellence and additional quality assurance initiatives.








5.		On the basis of the above planning parameters, we estimate that the recurrent funding requirements, net of tuition fee and other assumed income, of the UGC-funded institutions for the 1998/99 to 2000/01 triennium would be $35,399.4 million (at 1998-99 Estimates price levels).  This amount represents a �











/nominal .....


�



nominal increase of 24% over the recurrent funding of $28,533.7 million for the 1995/96 to 1997/98 triennium, the bulk of which was at 1995-96 Estimates price levels�.  Even discounting inflation, the two figures are not directly comparable because of the inclusion of the HKIEd only in the middle of the 1995/96 to 1997/98 triennium.








6.		In assessing the total recurrent funding requirement of the UGC-funded institutions in the 1998/99 to 2000/01 triennium, we have only applied the agreed unit cost reduction to seven of the eight institutions, that is, excluding the HKIEd.   This is because while the seven UGC-funded institutions are entering a consolidation stage and, in accordance with the UGC recommendations in 1996, should be able to achieve a reduction in student unit cost without detriment to education quality, the HKIEd is still expanding to meet teacher training needs and clearly should not be made subject to the same cost containment.  The result is, on a like-with-like basis by excluding the HKIEd’s funding requirements, the proposed total recurrent funding for the 1998/99 to 2000/01 triennium reflects a reduction in total Government subvention of $1,115 million for the entire triennium.  Savings of an identical amount have been included in the total funding requirement for the 1998/99 to 2000/01 triennium pursuant to the earlier understanding that the UGC should retain half of the savings from student unit cost reduction for specific purposes.  In line with the objective to achieve the 10% student unit cost reduction gradually over the triennium so as to avoid disruption to the institutions, the total amount of savings of $2,230 million for the triennium represents about 5% of the gross recurrent expenditure of the seven UGC-funded institutions. 








7.		The proposed recurrent funding requirement has not included two new initiatives under consideration which may have additional financial or cashflow implications for the 1998/99 to 2000/01 triennium.  They are the Review of Teacher Education� and the proposal to introduce a Home Financing Scheme for eligible staff in the UGC-funded institutions.








/FINANCIAL .....


�



FINANCIAL  IMPLICATIONS





8.		Taking into account the indicative tertiary tuition fee levels for the 1998/99 to 2000/01 triennium and other assumed income, SEM estimates that the recurrent funding requirements for the UGC-funded institutions for the 1998/99 to 2000/01 triennium will be $35,399.4 million (at the 1998-99 Estimates price levels), broken down as follows -





�
Academic year (July to June)


�
�
�
1998/99�
�
1999/2000�
�
2000/01�
�
Total�
�
�
$million�
�
$million�
�
$million�
�
$million�
�
�
�
�
�
�
�
�
�
�
Recurrent block grant to UGC-funded institutions�
11,402.5�
�
10,771.0�
�
10,096.4�
�
32,269.9�
�
�
�
�
�
�
�
�
�
�
Research Postgraduate 


	Central Pool�
318.5�
�
304.8�
�
290.0�
�
913.3�
�
			Sub-total�
11,721.0�
�
11,075.8�
�
10,386.4�
�
33,183.2�
�
�
�
�
�
�
�
�
�
�
Teaching Development Grants�
57.5�
�
57.5�
�
57.5�
�
172.5�
�
�
�
�
�
�
�
�
�
�
Language Enhancement Grants�
72.5�
�
72.5�
�
72.5�
�
217.5�
�
�
�
�
�
�
�
�
�
�
Earmarked Research Grants�
423.3�
�
423.3�
�
423.3�
�
1,269.9�
�
�
�
�
�
�
�
�
�
�
Central Allocation Vote�
�
�
�
�
�
�
�
�
(	Joint Research Schemes�
8.0�
�
9.0�
�
9.0�
�
26.0�
�
(	Provision for Areas of Excellence, etc.�
159.6�
�
161.7�
�
209.0�
�
530.3�
�
�
167.6�
�
170.7�
�
218.0�
�
556.3�
�
	Grand Total�
12,441.9�
�
11,799.8�
�
11,157.7�
�
35,399.4�
�






9.		We have included the necessary provision in the 1998-99 Estimates for the last three months of the 1997/98 academic year and the first nine months of the 1998/99 academic year.  We will include sufficient provision for the remainder of the 1998/99 to 2000/01 triennium in future Estimates.








BACKGROUND  INFORMATION





10.		We submit the recurrent funding requirements of the UGC-funded institutions to Finance Committee for consideration on a triennial basis.  Having examined the Administration’s proposal in February 1995, Finance Committee of �


/the .....


�



the former Legislative Council accepted the financial implications of the UGC’s recommendations for recurrent grants for the 1995/96 to 1997/98 triennium, totalling $27,013.8 million (at 1995-96 Estimates price levels), for the then seven UGC-funded institutions.








11.		We determine recurrent funding for the UGC-funded institutions on a deficiency grant basis after deducting tuition fee income and other assumed income from gross expenditure.








Encl. 2


12.		The UGC developed in 1994 a new methodology for the assessment of triennial recurrent funding requirements for respective institutions and applied it in the assessment of the 1995/96 to 1997/98 triennial recurrent grants.  It has subsequently reviewed and improved the methodology and adapted it to cover HKIEd when it came under the aegis of the UGC in July 1996.  The formula gives a reasonably rigorous and precise assessment of the resources required to meet the teaching and research requirements of each institution, and includes an element of funding specifically related to the recent performance of institutions in research. Details of the funding methodology are in Enclosure 2.  We will continue to monitor the operation of the funding methodology and encourage the UGC to refine it to meet new circumstances ahead.








13.		Expenditure on tertiary education accounts for about one third of Government’s education budget.  We have taken care to implement the cost containment measure as recommended by the UGC and accepted by the Administration gradually over the triennium to ensure that this will be achieved without detriment to the quality of education.  In addition, we will continue to invest heavily in capital projects for the UGC sector, including the provision of an additional 11 000 student hostel places in the next five years.  Of these, the planning and construction work of some 9 000 hostel places is expected to start in 1998-99 at an estimated cost of $1.6 billion at December 1996 prices.  Thise investment underlines Government’s continuous commitment to improving the quality of tertiary education.  With the reduction in student unit cost, tertiary tuition fees will increase at a rate below inflation for the benefit of students and their parents.














-------------------------------------








Education and Manpower Bureau


March 1998





�
Enclosure 1 to FCR(97-98)111








Indicative Student Number Target


for the 1998/99 to 2000/01 Triennium


(In Full-time-equivalent Term)*








�
1997/98�
�
1998/99�
�
1999/2000�
�
2000/01�
�
Undergraduate�
44 446�
�
45 069�
�
45 058�
�
45 050�
�
Taught Postgraduate�
5 110�
�
5 185�
�
5 200�
�
5 305�
�
Research Postgraduate�
3 595�
�
3 595�
�
3 595�
�
3 595�
�
Sub-degree�
14 498�
�
14 397�
�
14 669�
�
14 664�
�
		  Total�
67 649�
�
68 246�
�
68 522 �
�
68 614�
�
�
�
�
�
�
�
�
�
�
First-year First-degree�
14 500�
�
14 500�
�
14 500�
�
14 500�
�






Note


*	Excluding new programmes arising from the Review of Teacher Education and other “blister” programmes.

















�
Enclosure 2 to FCR(97-98)111








Recurrent Grant Assessment for 1998/99 to 2000/01


Funding Methodology








		The University Grants Committee (UGC) developed in 1994 a new methodology for the assessment of the triennial recurrent grants, and applied it  successfully for the assessment of the 1995/96 to 1997/98 triennial recurrent grants.  Since then, the Committee has reviewed and improved the methodology, and adapted it to cover The Hong Kong Institute of Education (HKIEd) when the Institute came under the aegis of the UGC in July 1996.








2.	For the purpose of 1998/99 to 2000/01 recurrent grant assessment exercise, the institutions submitted to the UGC in mid 1997 their costed estimates based on their Academic Development Proposals.  The UGC used these estimates, which were presented in a simplified and standardised format, for reference during its discussion on the recurrent funding requirements of the institutions in August 1997.








3.	The UGC’s funding methodology gives a reasonably rigorous and precise assessment of the resources required to meet the teaching and research targets of each institution, and includes an element of funding specifically related to recent performance of institutions in research.  There is scope to build on this methodology to reward performance and enhance quality of both research and teaching but in respect of teaching and learning, the Committee has preferred to adopt alternative approaches to quality assurance.  Intention is that once allocations are approved, institutions should have a greater degree of freedom and responsibility for determining the best use of the resources vested in them.  Indeed their relative success in doing this will be a factor to be considered in assessing future allocations.








4.	The basis of the new methodology is a relatively simple formula.  However, the UGC recognises that even the most sophisticated formula is unlikely to capture fully the subtleties of needs within a complex educational system such as that in Hong Kong.  The UGC therefore treated the outcome of the formula as the beginning of its grant assessment process and not the end.  The formula gives �





/due .....


�



due consideration to the fact that UGC�funded institutions are supported primarily to carry out teaching and research of various kinds and that there is a significant degree of interdependence between the two.  This idea is central to the mission statements agreed for each institution.  The recurrent grants should therefore contain elements that relate to each of these activities which  are calculated separately.








5.	The teaching element of the recurrent grant is primarily related to student numbers; it is calculated by taking account of the distribution of students among different disciplines, their levels (i.e. sub�degree, first degree, etc.) and their mode of study (i.e. part time or full time).  Some subjects are more expensive to teach than others because of special equipment or laboratory needs, or because they make more intensive demands on staff time.  These are taken into account in calculating teaching costs as is the diversity of ways that a subject carrying the same name may legitimately be taught.








6.	Where any particular course at any particular institution lies, within the spectrum of relative costs for that category of course, will depend on many local factors, including not only the proportion of practical work, but also the number of students on the course, the extent to which facilities or teaching can be shared with other courses, etc.  The new funding methodology assumes that within one institution those courses that are relatively expensive for their category will to a great extent be balanced by other courses which are relatively inexpensive within their category.  The teaching allocation will not be sufficient, however, to support an institution that has all of its courses at the higher end of the range for all categories.








7.	The research element of the recurrent grants is primarily related to staff numbers.  For the 1998/99 to 2000/01 triennium it is calculated by multiplying the number of active research workers in each field by a factor that takes account of the cost of research in that field.  The proportion of active research workers in each department was one of the outcomes of the second Research Assessment Exercise (RAE) conducted by the UGC in January 1996.  There is also an element of funding on a fixed per capita basis for all academic staff to take account of the time that they may be expected to spend in professional activities the RAE has been unable to assess or to assess adequately.  Nevertheless for the 1998/99 to 2000/01 triennium the UGC has been able to take more fully into account more fully the differences in the quality and quantity of the research undertaken by academic staff as well as the nature and extent of their professional activities.





/8. .....


�



8.	Although the teaching and research elements of the recurrent grants are calculated separately, this does not mean that either is the full, stand-alone cost of the activity to which it is attributed.  This is because there are certain fixed costs that are shared between teaching and research and, if it were decided to discontinue either one activity or the other, those costs would have to be borne by the remaining activity alone, thereby making it more expensive.








9.	By far the greater part of the recurrent grants of every institution is associated with its teaching function and the UGC attaches great significance to the maintenance and improvement of standards of teaching.  The UGC will continue to take a deep interest in institutions’ methods of monitoring teaching performance and will continue to try to develop methods of rewarding teaching excellence and supporting the improvement of teaching quality.








10.	The situation of the HKIEd is quite different from other UGC�funded institutions.  It is a newly developing institution undergoing rapid change and expansion.  Its staffing cost structure includes certain elements from previous College of Education days which need to be provided for.  Also, the amalgamation of disparate centres of operations on a new and upgraded campus at Tai Po offers new challenges and has cost implications (both plus and minus).  Hence, the UGC considers that the result of the UGC’s initial funding model assessment could not reflect fully the requirements of the Institute in all the circumstances.  Extra bridging funding is therefore provided for the Institute during the 1998/99 to 2000/01 triennium.
































� 	They are City University of Hong Kong, Hong Kong Baptist University, Lingnan College, The Chinese University of Hong Kong, The Hong Kong Institute of Education (HKIEd), The Hong Kong Polytechnic University, The Hong Kong University of Science and Technology and The University of Hong Kong.


� 	Having considered the stage of development of the HKIEd, and the fact that the institute only came under the aegis of the UGC in the 1996/97 academic year, the Administration agreed that the HKIEd should not be subject to this form of cost containment.





� 	The HKIEd only came under the aegis of the UGC in July 1996, mid way through the triennium.  The recurrent funding for the 1995/96 to 1997/98 triennium of $28,533.7 million includes $27,013.8 million (at 1995-96 Estimates prices) accepted by Finance Committee at its meeting on 17 February 1995 for the seven UGC-funded institutions and $1,519.9 million (at 1996 prices) for the HKIEd.





� 	The UGC and the Advisory Committee on Teacher Education and Qualifications have conducted a review of pre-service and in-service teacher training to see how best to implement the policy target of requiring all new primary and secondary school teachers to be university graduates and professionally trained, and what corresponding measures should be introduced for in-service teachers so that we will eventually have an “all trained, all graduate” teaching profession.
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