New Funding Framework

Fundamental issues

A basic feature of the new framework is that it is a goal-oriented mechanism for distributing government grants to institutions in accordance with national priorities and approved institutional plans. The following key assumptions of the old formula fall away:

· Government’s key responsibility is not that of contributing to institutional costs and student choices; and 
· Institutional competition cannot be the sole determinants of size and shape of the Higher Education (HE) system.
Integration of planning and funding 

The following diagram set out the key aspects of how the new framework integrates planning and funding. 
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As indicated in diagram 1 government does not adopt a “hands off” stance as far as HE is concerned. The Minister of Education approves plans for the HE system and plans for individual institutions, and uses the funding framework to implement these plans.

Since the primary purposes of higher education are those of teaching and research, government funds institutions for the rendering of services related the production of graduates/diplomats and research findings.   Government’s starting point for a HE budget is not a calculation of actual unit costs in the system. Government decides first of all what services it requires from the HE sector, what it can afford to spend on HE, and then allocates funds to HE in accordance with national needs and priorities. 

The Minister divides the higher education budget on a 3-year rolling basis between its different components. This is illustrated in Diagram 2 below: 

Diagram 2
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(a)
Teaching input grants

A flow of the process in the calculation of a teaching input grant for an institution X can be represented in the following way: 

Diagram 3:  Calculation of teaching input grants
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The funding grid and weighting factors approved by the Minister for 2004/5 to 2006/07 is set out in Tables 1 and 2.

Table 1: Funding Grid for Teaching Inputs

	Funding Group
	CESM categories included in funding group



	1
	07 education, 13 law, 14 librarianship,

20 psychology, 21 social services/public administration

	2
	04 business/commerce,

05 communication, 06 computer science, 12 languages, 18 philosophy/religion,

22 social sciences

	3
	02 architecture/planning, 08 engineering, 10 home economics, 11 industrial arts,

16 mathematical sciences, 19 physical education

	4
	01 agriculture, 03 fine and performing arts, 09 health sciences, 15 life and physical sciences


Table 2: Weighting Factors for Teaching Inputs: 2004/05 to 2006/07

	FUNDING GROUP
	UNDERGRADUATE
	HONOURS
	MASTERS
	DOCTORAL

	
	CONTACT
	DISTANCE
	CONTACT
	DISTANCE
	CONTACT
	DISTANCE
	CONTACT
	DISTANCE

	1
	1.0
	0.5
	2.0
	1.0
	3.0
	3.0
	4.0
	4.0

	2
	1.5
	0.75
	3.0
	1.5
	4.5
	4.5
	6.0
	6.0

	3
	2.5
	1.25
	5.0
	2.5
	7.5
	7.5
	10.
	10.

	4
	3.5
	1.75
	7.0
	3.5
	10.5
	10.5
	14.0
	14.0


(b)
Teaching output grants

The various steps in the calculation of teaching output grants are summed up in Diagram 4 below: 

Diagram 4:  Calculation of teaching output grants
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The following graduation benchmarks per qualification level are currently being implemented by the Minister of Education in calculating the normative totals.









Graduation Benchmarks
· Undergraduate up to 3 years 
 
Contact 22.5%
Distance 13.5%

· Undergraduate 4 years and more
Contact 18%

Distance 9%

· Honours




Contact 54%

Distance 27%

· Post graduates up to masters

Contact 30%

Distance 22.5%

As per the teaching inputs, a weighting is also been applied to the graduates in determining the teaching output units (TOU). These weightings are displayed in Table 3.

Table 3: Weighting Factors for Teaching Outputs

	 
	2004/05

	1st certificate and diplomas of 2 years or less
	0.5

	1st diplomas and bachelors degrees: 3 years
	1.0

	Professional 1st bachelor’s degree: 4 years and more
	1.5

	Postgraduate and post diploma diplomas
	0.5

	Postgraduate bachelors degree
	1.0

	Honours degrees/higher diplomas
	0.5

	Non-research masters degrees and diploma
	0.5


(c) 
Research output grants

Non- Research masters graduates are determined as an interim arrangement by the proportion of FTE enrolled research and non-research masters students in the enrolled funded credit HEMIS report, excluding experiential learning.

A weighting is also been applied to the research outputs in determining the Research Output Units (ROU). These weightings are displayed in Table 4.

Table 4: Weighting Factors for Research Outputs

	
	2004/05

	Publication units
	1

	Research masters graduates
	1

	Doctoral graduates
	3


The ratios, 1.25 for universities and 0.5 for technikons, of weighted publication units per permanently appointed instructional/research staff is used to calculate the normative research outputs of an institution:

The various steps in the calculation of research output grants are summarized in Diagram 5 below: 

Diagram 5:  Calculation of Research Output Grants
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(d) Institutional factor grants

These grants generate additional amounts added to the teaching input grant and are based on:

· % of African and coloured FTE students who are SA citizens and in contact programmes (Table 4)

· Total number of  FTE contact plus distance students (Table 5)

Table 4: Institutional factor grants for disadvantaged students: 2004/05 to 2006/07

	Proportion of African + Coloured Students in relevant FTE student enrolment

(SA citizens only)
	Additional amount added

Relevant teaching input grant

	80% and above
	10%

	75%
	8.75%

	70%
	7.5%

	65%
	6.25%

	60%
	5%

	55%
	3.75%

	50%
	2.5%

	45%
	1.25%

	40% and below
	0


Table 5: Institutional factor grants for institutional size

	Total FTE student enrolment:

contact plus
	Additional amount added to the Teaching Input Grant

	4 000 and less
	15%

	6 000
	13.6%

	8 000
	12.1%

	10 000
	10.7%

	12 000
	9.3%

	14 000
	7.9%

	16 000
	6.4%

	18 000
	5.0%

	20 000
	3.6%

	22 000
	2.1%

	25 000 and more
	0



Migration Strategy

The triennium 2004/05 to 2006/07 will be the first in which the new funding framework is implemented. A migration strategy will be used to ensure that implementation of the new framework does not have the effect of destabilizing the higher education system. This migration strategy will remain in place until the end of 2006/07

In short, the migration strategy compares the outcome per institution in the new framework to that of the old formula. If a difference of more than 4% is visible, the old formula + 4% is used in determining the grant, otherwise the new formula is used. 
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