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ABSTRACT

The funding frameworkfor Higher Educationhasalwaysbeena contentiousssuein South
Africa, and more so in recentyears. For sometime now, it has continuedto adopt a

predominantly performanceébased model within a shared costs system, continuously
developing and enhancingits funding framework, with individual Higher Education
institutions adapting this as needed,dependingon their contexts. The #FeesMustFall
movementand other challengesin higher educationfinancing have entrenchedhe view,

despitehedismantlingof apartheidSouthAfrica still remainsoneof theworldés mostunequal

countriesfrom asociceconomicstandpoint

Given the disparitiesthat existedin its apartheidsystemcoupledwith challengesin post
apartheidSouthAfrica, this researcltaskskey questionsaroundhighereducatiorfunding,and
specifically. to what extentwereresourcesllocatedto universities promotingthe principals
of satisficing, justice and fairness,and critical capaciy? Thesenotions emanatefrom the
theoriesof Simon (1959); Rawls (1982) and Boltanski(2011) respectively which form the
theoreticabass of this qualitativestudy.

All public universitiesin SouthAfrica areheavily dependenbn stateresourceto meet their
mandateof providing postschool educationto qualifying students.The purposeof this
researchvasthusto analyseaesourcallocationmodelsin public universitieswithin theHigher
Educationsectorin SouthAfrica. It alsofocuseson the variablesthat are consideredoy the
governmenin determiningthe subsidyor block grantallocatedto universties. By engaging
theliteratureon resourcellocation,taking cognisancef the history of the country,its higher
educationsystemsand funding frameworks,and its challengesthe researctreflectson the
experiencesf financinghighereducatiorfrom aglobal,continentalandnationalperspective.
Particularfocus is placedon the presentationthen analysisof the South African Higher
Educationfunding framework, and considerationghat could be offered towardsa viable

fundingmodelfor SouthAfrica.

The methodologyemployedin this qualitative researchsurveys global literature on the
financingof highereducationSouthAfrican governmenpolicy documentandrelatedreports
aswell asinputsfrom asampleof key financialpersonnebf seven(of ten) nationallysampled
universitiesThesamplediniversitiesvhosegeographicaicationsspreadacrossSouthAfrica

wereselectedn the basisof their block grantreceivedfrom the state.The unstructuredace
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to faceinterviewsfocusedon budgetframewoks specificallyin relationto the mainfinancial
operationsat samplednstitutions Findingsemergingfrom theseinterviewsrelatedto issues
around timelines, top-slicing, crosssubsidisation,wish lists, communication,levels of

transparencyand treatmentof surplusbudgetfunds with a few unigue modelsthat centred
aroundbenchmarksA further finding confirmedthat budgetframeworksremainwithin the
confinesof therespectivauniversitywith eachuniversitybelievingthattheir frameworkis the
mostappropriatdor their organsation. Fromthis rangeof findings, the study synthesisethe
mechanismghat drive the allocationof resourcedrom governmentgo universitiesandthe
onwarddisseminatiorto faculty and supportservices. A seriesof recommendationfr both
StateandUniversity consicerationis madebasedn universitiegradicaltransformativenature.
Theseaarediscussedhenfusedintoad R o a dforagmsiderationn thefuturefundingmodels
devisedfor Higher Educaton in SouthAfrica. The researchconcludeswith a challengeto

Universityleadersparticularlyit's Chief FinanceOfficers,to critically engageandrefinetheir

leadershipstanceand communicationcapabilitiesin line with the principals of satisficing,

justiceandfairness.
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CHAPTER ONE
PERSPECTIVES ON RESOURCE ALLOCATION WITHIN THE SOUTH AFRICAN HIGHER

EDUCATION ENVIRONMENT

1.1 Introduction

Higher education is a highly challenging environment that requires various components to
work in synergy. These components comprise the management of resources entering the
organisation as well as its spending streams. Resources include state gramisfdes]
investment and other income as wellesearch angrivate donor funding. Spending streams

within the higher education sect@ferto staffing, operational and capital expenditures. The
challenge for higher education leadership is to ensuaadial sustainability by maintaining

an appropriate balance between these two components. Johnstone (2001) asserts that the
financing of Higher Education (HE) is a complex issue, mainly because it entails multiple

sources of revenue and spending strearapled withdisparatechallenges in allocations.

Exacerbating the challenge of managing the resources and spending streams relates to the three
pillars of HE systems, namely, access, quality and efficiency. SADC (2@0n&ym that
mattersaboutthesepillarsin HE are common to all countries. One of gressingpillars is the

issue of access which is due to the massification ofTeEerra, 2013)Teferra (2013) goes on

to add that the demand for placement at higher education institutions spirallesl lastth
decade.Pam FredmariJniversity Rector and Chair of Nordic University Cooperation, points

out that:fi € a ¢ dodhighsqualityeducati on i s a decisive factor
(Myklebust, 2012, para. 4y he issue of increaseatcesplacessevere burdens on the financial
reserves of t hemanyhigheeadgationiinetitutionsthdwe te tryftodsecure
guality and effective teachi ng, (Mykdbust 202, s a me
para. 5)

Issues of access, qualignd efficiency are all dependent on theéequatedistribution of
resources. Often resources are never in abundance forcing governments to cut back funding for
the HE sector. Such cutbacks cascade downwards to universities who then look to other income
sourkes in order to bridge the funding deficiencidklebust (2012) questions whether

Universitiescanbridge this funding gap.



In attempting to buffer the funding gap, universities téadpush shortfalls from the
government into the next inconséream oftenthat being tuition fees. With the burden now
landingon tuition fees, parents and students who are responsible for such fees bear the brunt

of this resource declindn South Africa, the cost of education for the past decade has
consistentlybeen higher than its headline consumer price iraderlustrated in Figure 1.1

below. As a knockon effect, tuitionfees havelsoincreased at afasterrdteo t he countr
inflation rates. This spiralling effect of tuition fees over the years haledsu rolling student

protests, which culminated in calls in 2015 for free higher education in South Africa
(#FeesMustFall). Whittles & Nicolaides (2015) indicate that the campaign gained momentum
internationally with support from students in Canadastfalia, Germany, China and

Cameroon.

Figure 1.1: Comparison of Education CPI to Headline CPI

The rising cost of education
Education CPl compared with headline CPI (annual rate of change)

10,5% Education CPI e—mHeadline CPI

8,6% : Sostis 8,7%

2009 2010 2011 2012 2013 2014 2015

(Source: StatsSAoy.za)

In South Africa, issues around the financing of higher education have led to tensions among
the three tiers of the State: The Ministry of HE, the HE Institutions (HEIs) and Civil Society.
Apart fromthe manyopinions, whichlargely emerge from the HE sectditerature dealing

with this crisis amidst economic volatility is netsilyavailable. The State and the public HE
sector struggle to find solutions to the recent student demérats stem fromthe

#FeesMustFall movement.

While the then Stat@resideh Jacob Zumaruled a zergercentfee increase for the 2016
financial year and promised HEIs funding to cover certain historical debts, the Treasury
reiterated that given thmadequateevenue in the nationdiscus there was no money to
bankroll another university bailout (Forde, 2016). Both Habib & Bawa (2016), senior



academics and Vie€hancellors, raise concerns about the potential collapse of HE, while
another former Vic&hancellor, Professor Jonathan Jankss, the blame for this crisis at the
doorstep of government and its infringement on the autonomy of HE (Jansen, 2016). PWC
(2016) questions whether the year 2015 can be judged as the tipping point in South African
HE.

Amidst the challenges facing HE ghlly, one thing is clear: HE is supported for its impact on
sustained economic growth, poverty reduction, and development of advanced skitsdife
health and personal capad@ECD, 2015; Worldbank, 200Spouth Africa, by contrast, given

its young @mocracy remains challenged in terms of its growth and the financial management
of its HE sector. Given the years of disproportional development and allocation of resources

under the apartheid government, the task at redressing these challenges aresenormou

1.2 Rationale, motivation and objectives of the study

My interest in budgeting and budgeting principles commenced at the start of my career in the
Higher Education Sector. With oveventy-five years of experience in the Finance Division at

the Univergty of KwaZulu-Natal (previously University of Durbawestville), my key
performance area was budgeting and financial planning. Over the past 15 years of my tenure,
I led and managed a team of finance specialists within this sethierrole, however, irolved
providing financial management information that informed the budget framework and
subsequent variance analysis. The budget framework and the variables that drove it was
generally designed ihe executivemanagemenaf the university My role was ¢ provide the
necessary tools within the framewoeksure reconciliation dhe budgetanddisseminate the
information to stakeholderacross the universityGiven my expertise in finance, | often
questioned the decisions taken by executive manageméayifg that | may havéncluded

other mechanisms within the adopted formiae to my junior financial status at the, |

felt that my inputmight not have been taken seriously. Thus, this study encapsulates my

thinking on finding a way forward to thresource allocationshallengest universities.

Budget frameworks and models are formulated and approved by theosuhittees of
University Councils, such as the Finance Committee. There is an overall perception within the
sector that each HEI believdgeir model to be unique and most suited to their organizational,
operational and strategic needs and challenges. Thus, given that these resource allocation
models and their variables are unique, they remain within the confines of institutions, and, are

generally inaccessible to the public despite universities being public institutions. The denial of



access to information restricts comparison, critique or even the adoption of the components of
these models by other HEIs. The opacity of universities fundygiems and resource

allocation is unacceptable when compared to access in relationitoAtireual Financial

Statements (AFS), which are incorporaasdgart ofie Annual Reports and found in the public
domain on the wuniver sidAF8 ssdn the@ublic gamgie, she Al t |
information presented is scant and shrouded in clarity. Universities are public instiauttbns

their operations and detailed financial reporting ought to be in the public dothanently,

the latter is not the caselliag into question the notion of transparency within the broader

transformational agenda of thationalgovernment.

It i s against the abovementioned backdrop o

study emerged. Thus, the objectives of thigaesh are to:

1 Analyse the resource allocation models at participating SA HEIs;

1 Identify key variables that drive the budget process;

1 Formulate similarities, differences and highlight areas of uniqueness, and

1 Empower decisioimakers in the HE sectors Ipyoviding innovative principles,
guidelines and strategies for consideration.

These are unpacked throughout the thesis as explained in the chapter outlines.

1.3 Location of the Study

This study is locateih the publichigher education sector and usgrigposivesample of South
Africabds t optwensgsixplbklinstitutiomsfwhd dneerecipients of the funding
received from the State in relation to the block grant. These block grants araonzatitlly

fund public universities main operations, for exampts academic and support staff,
operational and capital expenses. Like with most countries globally, HE in South Africa forms

part of fisausanlautiget@longsse other social responsibditie

The period foll owi ngto &maciady had baen med ith sevarah n s i t
challenges, (access, quality, efficiency, equity, transformation and so forth), particularly those

in the HE sector. Like the Soweto secondary school uprisings @&, 18& next wave of

education protests manifested itself in 2015 in the higher education sector, calling into question

the legitimacy of universities and demanded an explication of its allocation of resources. Issues

of funding led to tensions between tG&ate and the public HE sect@espite new structures



and measures to address and promote accountability within the sector, universities felt that their

autonomy in managing their finances was being eroded.
1.4 Research Questions
Thi s sutnwdeey piisnmned by the following research ¢

1 To what extent are resources allocated to Universities in South Africa and their
subsequent distribution promoting the principles of satisficing, fairness and
justice?
This pri mary waasnesawecrhe dq utehsrtoiuogithu ¢ shtei d rod | owi n
1 How does resource allocation in the South African HE sector compare to similar
sectors abroad?
T What is the role of manageri al di screti
nor mati ve and deualtiitoamt iivnveheaems in all oc
T Whaptri nci ples and variables determine tl
within the university?
T How rae@sour ce all ocation principles appl:i

what degr enec yofa ncdo nsuissttief i cati on for wvar.

1.5 Theoretical Framework

In order to examine matters of higher education funding, key philosophical considerations help

us understand the dynamics of financial management and resource allocatiorhi$stgdy

was structured on t hésotchedr ijewsstafodd sdatdii gffiad:
c a p a,@s esppused [§imon (1959)Rawls (19%) andBoltanski (2011)

Both classic economic and philosophical models of rational choice have dallyailealt with
parameters that can be satisfied by quantitative data but arranged and plotted in such a way as
to indicate and establish emerging norms. Allocation itself is a dadged concept, definable
through theguantitativenotion of proportionkty but also subject to qualitative and normative
notions of fairness from the point of view of the receiver. Hence, it is the nature of this field,
and these problems acenstantly tradeaff asfairly and rationally as possible, as well as

efficiently, in terms of the scarce resources against legitimate demands aspect.



Recent discussion of normative society, risk and reflexive society, acknowledge the
unavoidability of tradeoffs between normative jtiication and the quantitative metrics we

apply to scarce resources. In all cases, issues of social justice emerge as the final arbitrator, yet
presently these are insufficiently understood and too spontaneously and informally invoked;

thus, they need tle better understood and clarified, a critical aim of this study.

A detailed understanding on the innovations of Simon, Rawls and Boltanski is presented in

Chapter Five of this study.
1.6 Research Methodology

This research was aligneslith qualitative dedation as it looked at the experiences and
reasoningf or choice around the Apheno Bteadomi&o, nan
Bezuidenhout (2015ktate that qualitative resear@xplores understands and describes
experiences, thereby addressing the whigat and how of the research design, and that its

results cannot be represented in numeric form. It differs from quantitative studies which

measure, quantify and predict.

Qualitative studies support specific research methods on information gatheraimghadmally

require less representation as compared to quantitative s{idissoe, 2015)hey include

data collection tools such as conducting interviews, orally or written, graphically presented,
which are analysed and become the interpretation of sdraething means. This meaning,

however could differ from one reader to the neMiencethe nature of qualitative research is

imbued with the aspect of subjectivity. Qualitative inquiries also provide for a thick description

which makes it possible to idgfy the most significant variables and norms within the sample
population. Thick description was initially used by Ryle (1948)ated it to the thinking of

thoughts in finding deep meaning and subsequently developed by Geertz (1973, p. 9) who
points ou t hat the data gathered was Anreally o
constructions of what they and their compat
suggestion indicate that the conclusions drawn from detail descriptiphsmdmené&esoure

allocation in this case) can be extended to other settings or situdtigstudywas conducted

using a global survey of thigerature andjovernment guidelines in relation to higher education
financing. Seven participatimgo ut h Af r i c aemior Ghancial perssnnel (lreéeafter

t e r mRadicipanty were interviewedto ascertain the budget framework processes

specifically in relation to their main operations. Thpadicipantsvere recommended by the



respective University Registrars, whHwave been initially approached as gatekeepers to
participate in this study. The study adopts an interpretivist paradigm as it focused on getting
answers to questions by exploration. Such answers are of a subjective nature providing multiple
viewpoints, gdtered via interviews in order to develop ideas and concepts from their analysis.
Individual meetings were facilitated at the conveniengeagticipantsvithin theirworkspace;

the interviews alloweg@articipantgo explain the phenomenon in their own waiie meetings

were recorded, transcribed using a mixture of intelligent verbatim (word for word) and the
transcriptions were then edited. The data stemming from the transcegsymthesised and

validated by the respectiyarticipants

The dataanalysisphase required strategies and various data analysis proces@gsoused
by Sekaran and Bougie (2013Bezuidenhout and Cronje (2018% well as Samuel (2015).
Content analysief the datas illustrated in Figure 1.Rwolves sifting, sorting and identifying
the key features, variables, themes and issues under investigation (Bezuidenhout & Cronje,

2015), thus providingich and detailed descriptions.

Figure 1.2: Overview of data analysiprocedures

Content Analysis Discourse Analysis Relational Analysis

« Identify Key Words « Identify Main Themes » Identify the Concepts

* Identify Themes * Examine how these = Explore relationaship
themes are expressed between the concepts

(Source: Bezuidenhout & Cronj2015, p. 24245)

The analysis adopted in this research draws on a combination of content amailgtsis used

to analyse recorded interviews and conceptually structure them into themes or codes, and
relationalanalysis which is similar to content analysis and explores the relationship between
the concepts identified from the datéearanand Bougie, 203). Matters relating to the

expressions, gestures, nuances, efahe interviewee were not considered.

Further, Samuel 6s (2015) AThe Research Whee
method of analysis for the study¥hese involvedhree layes of analysis referred to as Levels

1-3. I siftedthe data in order to identify keywords, making use of coding (literature on research



methodology sometimes refer to coding as thematisation) which assisted the identification of
themes and suthemes. Ths,atwo-prongedapproach is used in the analysis of data. The first

being finances from governments to universities and the literature that surfaced around this,

and the second being the mechanisms driving resource allocations within universities. Since
thestudy is located in South Africa, various policy documents both from national governments
and its sub departmentds ministerial stateme
critical qualitative data surrounding the allocation of resourcessaased from participating
universities viathe face to faceinterview process. Throught the analysis phase, | took
cognizance of the theoretical framework underpinning this stadyutlined in 1.5 abov@&he

analysis provided sufficient information to draw conclusions and recommendations and to pave

the way for a roadmap to a model for South African higher education funding.

While this section provides a snapshot of the research methodology, a detaibeoht is

captured in Chapter Six
1.7 Validity, Reliability and Rigour

The literature review was used as a basis from which to identify unexplored aspects of resource
allocation in HE. Several studies relate to the financing of HE in democratic atatesl the

world. However, few engage with crisis situations such as the current demand for financial
reserves relating to the possibility of fees being scrapped entirely. Compounding the issue of
HE financing in South Africa is the transformative agetidd was set in motion in 1994, falls

short of meeting national expectations, and yet on the b#methighlights gross irregularities
Soudien Report (2008)

The review of literature pertaining to issues of financing higher education also formedishe bas

of a series of opeanded interview questions designed to understand the mechanism and
approaches to downward distributions. The nature of the study lent itself to the inteeingw

largely unstructured. | met with financial officers at selected ursiies in South Africa in

their offices and conducted -oepth oneon-one personal interviews for comparison and
discussion around diverse approaches to resource allocation. The interview responses yielded
subjective perspectives on how resource allonaticcurs at their respective institutions. Data

obtained from these selected institutions in South Africa was critiqued.



Finally, a synthesis of the literature review, and analysis of qualitative as well as quantitative
data (from the SA funding framewqrkvas used to interrogate these models with a view to
evaluating their relevance in meeting the current resource allocation challenges facing the HE
sectors. The six strategies as espoused Merriam (1998behmat crystallization member
checks, long termabservation, peer examination, collaborative research and clearing researcher

bias were used to ensure thadidity of the analysis process.

The reliability and rigour of data gathered through these interwesve subject to the good

faith, goodwill, horsty, integrity andpennes®sf the interviewee. Interviews were recorded
with permission, transcripts of the interviews were produaedthese were forwarded for
verification and amendments. Any potential risks were offset by acquiring a significant and
varied number of data points through the interview method, to compensate for the lack of

transparency and bias.
1.8 Ethical Considerations

Ethical clearance was granted by theiversity of KwaZuluNat al 6 s Humani ti es
Sciences Research Ethics@mittee on 27 January 2017. Conditional clearance was granted

by this Ethics Committee to conduct data collection via face to face interviews. Gatekeeper
permission letters addressed to the Registrars of sampled universities were then formulated and
delivered by email, their addresses identified from the respective Universities web page.
Responses were received from Universities that chose to participate in theastddye
Registrars routed me to their respective finance specialists whom | would wterldpon

receipt of this confirmation, arrangements were made with these finance specialists either

directly orvia their personal assistants.

The participating institutions were given the assurance via the gatekeeper permission letter that
they would be able to withdraw at any time without incurring any penalties. All confidential
information received during the interviews did not influencedidiia and analysis of this study.
Participants were assured that recordings and transerqutsl be securely stored in at least

three separate venues. They were also assured that the transcripts once finalized would be made
available to them for checkingsivalidity. These transcripts were mailedRarticipantsto

review, provide input, correct as necessary and verify that what was discussed remained

accurate.The feedbackhat was received fromome ofthe Participantavas addressed.



While the name othe Universitiesvasrecorded, the identity of the interviewessnained
anonymous and is referred to Rarticipants. This study has adhered to all research ethics

guidelines as stipulated in the UKZN guideline documents.
1.9 Delimitations of the Study

South Africa has a diverse HE landscape comprisingtifséic (includingthe University of

South Africa [UNISA], a distance education instituticag well as private HE institutions.
Given that educatiorbg@sicand higher) in Sath Africa is allocated over 20% of the national
budget, this study will be restricted only to public HE institutions, namely, universities. The
State funds public HE in SA in the form a block grant allocations or subsidy. These block grant
allocationsarethe primary revenue source of all public universities in the country. The block
grant is meant to fund all the universities main operational costs, though not wholly. A sample
of under 50% of the total number of universities in South Africa participatie istudyWhile

the sample comprised of Universities that attracted the larger share of the block grant,
acknowledge that it excluded institutiotisat may have amechanismwithin their funding
framework that is unique and relevanassisthedecison-makingprocess that this study aims

to enhance. In addition, various categories of funding are allocated by the State to public HE
institutions. While this study makes mention of these categories, in order to refine the scope,
its key focus is on the Bck Grant and how this grant was distributed to fund the mainstream

operations within HEISs.

Universities attract finances from various sources which includeS&Stvernmentand the
private sector. Government or State grants could be restrictedféringd for a specific
purpose) and/or unrestricted (discretionary in nature). Private Sector grants given to
universities may be restricted or unrestricted dependent on funder stipulations/conditions.
Examples of the latter include endowment funding, bequesstsarch grants, donations and

the like. Universities also generate revenue from other avenues such as the hiring of its
facilities, investment activities as well as tuition and other levies. This study focused only on

the Main Fund operations of the H&hdexcludedALL other specifically funded revenue.
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1.10 The Structure of the Thesis

This research report comprises chapters.

Chapter One positions my role as researcheand provides the context of the research by
introducing the phenomenon of o&édresource all o
education sector. It outlines the aims and objectives of the research, indicating its location,
South Africa, and prodes insight into the critical questions underpinning this analysis.
Further, the chapter discusses briefly how the research was condistealidation and

reliability together withissues of ethical clearanaad outlines some of the limitations. &ily,

the structure of ththesisprovides an overview of each chapter.

Chapter Two drawson prior research artzegins by providing a historical overvieMhigher
educatiorwith particular emphasis on South Afrisdnere the study is locatedhighlight the
emergence of tuition fees and provide insight into the South African Higher Education
landscape under the apartheid Government. | then move on to the role of higher education in

civil society, culminating with financing options and challenges facdudiyer education.

Chapter Threeis where | delve into the financing of Higher Education by engaging literature
from an international perspective outside of the African continent given their history in higher
education. Literature on funding mechanismhin the higher education sector that were
identified as relevant, was interrogated, theoadlly distilled and discussed no particular

order by countries

Chapter Four is a follow on from the review of literature in Chapter Three but focusses on
literature on the financing of higher education from a regional perspedtivia the African
continent Studies conducted on South African Development Community (SADC) regions,
complemented by other studies on Sdharan nations, are reviewed and analy$ads

review provides insight into the higher education funding of these nations and includes the

challenges they fac&hese are also discussed in no particular order by countries.

Chapter Five provides a theoretical orientation that frames this studyyjug Si monos <c o
of O6sati sfRiawilsgdé& OPISN)i pal s 5ofard sBdlctea manikdi
of dcriti calHeamaiteca casy for ahybrid hdpnoach to resource allocation

taking cognizance of each of these innowasi
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Chapter Six discusseghe research design and methodological approach, and justifies the
met hod in the context of startbwath synthastipgdhe stwdp j ect i
by foregrounding my insidevutsider researcher identity. | then move along tadhets othe

gualitative paradigm and justifies thaterpretivist method with multiple realities. The

elements of the research desayedefined, together with the data collection methodsitnd

analysis. | further discuss issues of trustworthiness, ethicthargdudies limitations.

Chapter Sevenprovides details of thBouth African HE landscape adiscussioron its policy
framework. This chapter presents information orfigeal plan of the government and reflects

on how and what resources form parthafiscus Further, a snapshot of the allocations to the
various core areas that form part of the v e r n nesponsibdity is illustrated. | then hone

in on the higher education sector and provide a detailed account of how HE financing is
conceptualisé in South Africa. This is done by providirgghistoricaloverview of funding
leading to the current New Funding Framework. | provide insight on both the Block and
Earmarked Grants and also highlight some of the challenges pgstéte New Funding

Framewok.

Chapter Eight outlines the research sites of participating universities withiga-level
synopsis of their management structure. The chapter formulates the findings that stemmed from
the faceto-face interviews conducted with participants at the sampled universities. Prior to
this, the audio recordings were transcribed onto a Microsoft Wamdndent. Thereatfter, | used

a combination of transcription techniques to produce a synthesis of the findings. The findings
were synthesised in order to offer andigpth understanding of the phenomenon of resource

allocation that lent itself to meeting tbhbjectives of this study.

Chapter Nine draws on the main findings that emerged from the study. | begin with analysing

the literature reviews by considering the history of higher education, its role, challenges and
opportunities. Further, the insight gadth from the experiences from an international and
regional perspective allowed me @&xtract the arguments surrounding higher education
financing Using the theoretical framework, | provide a brief discussion of the South African

model paving the pathfar he devel opment of a OTeadhlkmapd p
attention is then focussed on the analysis stemming from the themes that emerged from the

interviews with participating universities.
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Chapter Ten concludes the study and incorporates two setsammendations, one for the

State and the other for Universitigdso included is a list opossibilities for future research.
Thereafter, | present a Higher Education Roadmap that proposes diagrammatically, those
aspects | believe agriidelines to develop a HE funding framework for South Africa. The study
draws to a close with a brief reflection on my journey as a researcher, and the recommendations

I make from that standpoint.
1.11 Summary

Chapter one provides a contextual framewankl overview of the study. Its core focus area is

that of higher education financing. The crux of the discussions is the challenges faced by higher
education in dealing with the issues of access, quality and efficiency amidst dwindling
resources. All of tese challenges are measured against costs that have subsequently increased
fasterthat he countryo6és c bhakeyameofthe study was to ianmalgse KE
funding models both from a government and university perspective in order to identify
similarities, differences and uniqueness of approach, with a view to testing my hypothesis of

whether a financial model is viable atiaiversity.

This study is located in South Africa at a
student calls fofree higher education, amid violent protests and drastic policy imperatives
both from university leadership and government. The study focused on the block grant
allocation made to a sample comprising the top ten recipients of the grant from the populatio
of all public HEIs in the country. Of these ten universities, seven responded. Given that UNISA
is a distance learning institution, it was excluded from the study because the nature of its

operationsand cost structures thaiffer from other public cordctHEISs.

The critical research questions centres on the issue of scarce resources and its alignment to the
principals of critical capacity, justice and fairness and satisficing, as espoused by 6N

Rawls (198) andBoltanski (2011). The motivamn for the study is rooted inyrposition as
Financial Manager in the College of Humanities at the University of KwaXahal in that

any changes in the financial systems that occur, impact my portfolio dirébiy method

adopted inhe study is a quihtive one: it uses the literatureviewand theoretical framework

as a lens for faewo-face interviews withParticipantsfrom selected universities. All

administrative and cl earance requirements

13
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procedures or undertaking research. This studyods

block grant only and not all other resources thaversitiesreceive.

In Chapter Two which follows, | present a detailed historical account of higher education and

highlight issues that are currently influencing the higher education system.
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CHAPTER TWO
LITERATURE REVIEW

THE HISTORY OF HIGHER EDUCATION, ITS ROLE, CHALLENGES AND OPPORTUNITIES

2.1 Introduction

This chapter provides a historical overview of higher education, emphasising the emergence
around the notion of billingtudents which emerged as an imperaitivine HE sector. This is

foll owed by a review of hi ghlesocietgaduplednithite n6s r
effect on a countryos economy .firstRoestablisthosw pur po
the notion of fees came about, as well as it

any notion or models ofrffianchg higher education today.

2.2 A historical overview of Higher Education

Kittler (2004)is of the view thathereis no other means other thaiistoricalinquiry to guide
us to prepare for the futur@he author refers odiaginostic and even prognostic consequences
from the eight hundred year Kitlerf200d,p.244uy ni ver si

Historically, HEIs have their roots in the Middle East and/or Northern Africa tiveloldest
beingthe Al-Karaouine Uniersity operating from a mosque in Fes, the fiesgreegranting
university, establishedn 859 AD in Morrocco(Lani, 2018) The latterwas establiséd in

accordance with Islamic tradition by the daughter of a wealthy merchant, Fadtimai alvho

dedicded her wealth to this establishment.

Europeds first university, the University of

city of Bologna in 1088. These citizens wanted to expand the religious teachings of the Vatican

(where all knowledge wdsoused) to include secular teachingsipo, n.d). Most European

universities were formed similarly as extensions of former monasteries and cathedral schools.

The religious allegiances in Europe with their institutions had at their core Christianilst, whi

those of the Middle East, Islam. The financing of the University of Bologna was such that
[RRrght] from the outset, cllecdicd st ademt gi pai
than a salary, as at that time science, a gift of God, could nsbloe Gradually such

donations were transformed into actual salaédgbe students did not always give to
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t heolettoo, and the municipality had to inte
(Unibo, n.d)

The primary disciplines taught at these eariywersities, which emerged out of monastic and
cathedral schools, included: the Arts, Astronomy, Theology, Islamic studies, Legal Sciences
and Medicine (Unibo, n.j.

After the French Revolution in the 1790s, Napoleon recognised the value of engireering

applied sciences for military purposes. He setupNfeep ol eoni ¢ 6 Uni versity
included the Ecole Polytechnique(Technical University or College), whose highly skilled
academics were used for conducting military research and amongghailger the designing

of weaponry, based on the principles of Mathematics, Engineering and other Applied Sciences
(Polytechnique, n.d.). Other institutions followed by introducing universities of
technology/polytechnics and/or the integration of techypland applied science disciplines

into the mainstream of universities. The responsibility for funding higher education now
migrated away from patrons and nobility to become a centralized model and the responsibility

of the State (Anderson, Q4).

Hammerstein (1987) states that apart from the German Universities which commenced as
ecclesiastical and later around 1378 became traditional universities for general studies (the
Universities of Heidelberg, Cologne and Frankfurt), two German instituticaysesl the course

of higher education in the 2@Century ThéBauhaug1919) and thénstitut fir Sozialforschung
Frankfurt (Frankfurt Institute for Social Research, 1923), emeraféet WorldWar 1. The
Bauhaus focused on innovation, design, skill and psoton whilst the Institut far

Sozialforschungngaged with higheend scholarship in Philosophy and the Social Sciences.

Given that the general consensus amongst Germans is that higher education is a public system
and a benefit to civil society (KehrBp14), Germany historically altered its funding support

from a shared system to being a whatgtefundedsystem. In 2006, a Constitutional Court
ruling introduced tuition fees being billed
general. Followingan extensivedebate in Germany, Higher Education is now free in all 16

states, with government suppoft8a1%.

The United Kingdom (UK) higher education history began around 1096 in the city of Oxford

with the establishment of the University of Oxford. This university was followed by the
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formation of the University of Cambridge, where teaching started i8.IP®ereafter in the

15n century camehree Scottish universities, namely, St Andrews, Glasgow and Aberdeen.

The University of Edinburgh followed and opened its doors in the year 1583. Since then, higher
education institutions continued to sprout all aer UK, mostly in the 1®century stemming

from the Governmentds plan to expand the sec
In 1998, the UK introduced regulated tuition fees for the first time. These regulations which

governed the capping ofde increased considerably.

Even though a range for fees was provided, more than half of the UK universities announced
their intention to charge students the full maximum capping. States within the UK contributed
30% of the cost of highexducation. Thus it came as no surprise that during the 2015 UK
election campaign, the future trajectory of tuition fees became a hotly debated election issue

- a tool that became useful for electioneering

The United States (US) has always placed higdecation at the forefront of its economic
success. This success began in the sixteenth century when the early settlers believed education
was essential. Similar to the formation of the University of Bologna (discussed earlier), the US
also promoted religiss Christiarbased ministries by the Puritans as the foundafion
developing educateclvil leadership. This saw the establishment of Harvard College in 1636,

now renamed Harvard Universifidarvard, n.g.

With nine other colonistshartered colleges and seminaries formed at the start of the American
Revolution (1775), only one was formed in the South. These seminaries started to develop into
separate denominations, which resulted in the Colleges aligning themselves with the
distingushing characteristics of their respective denomination. Presbyterians, for example,
formed the College of New Jersey which later became Princeton, Anglicans formed the College
of William and Mary etc. Funding was and continues to be provided by theaittate shared

system between parents (who funded the tertiary education of their children) and those students

who funded their own studies.

A considerable body of literature has been published on the history of South African Higher
Education (Cloete & Bumg, 2000;Cloete et al 2002,Kraak, 2000; Ajayi, 1996Bunting,

1994 Bunting & Cloete, 2010 De la Rey 2001, synthesisethese studieand provides a
synopsis of higher education in South Africa both-ared postl994. The first College in
SouthAfrica was established in 1829 in the city of Cape Town as@bked superior high
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school (Human Sciences Research Coud8ir2). A number of Colleges were then formed,
many under the auspices of the churches, which later developed into universiBeardfof

Public Examiners was formed in 1858 to examine candidates and issue certificates. The
University of Cape of Good Hope was established in 1873 stemming from an Act of Parliament
which replaced the Board of Public Examiners as the examining bodiuftents of Colleges.

This University of Cape of Good Hope also had the power to confer degrees despite no teaching

being undertaken at the university.

The University of South Africa (UNISA) was formed in 1918 incorporating the University of
Cape of God Hope(1916 University Act of South Afrida The year 1918 also saw the
renaming and incorporation of teaching and research of the South African College to the
University of Cape Town (UCT) (for English speakers) and Victoria College betizene
Universityof Stellenbosch, for Afrikaans speakers. This was followetth&yniversity of the
Witwatersrand (WITS), in 1921 for English speakers, University of Pretoria (UP), in 1930 for
Afrikaans speakersjhe University of Natal in 1949, University afhe Orange Free State in
1950,andtheUniversitesof Potchefstroonand Rhodes in 1953All of these universities were

the property of the State (then Union of South Africa) and as waslpublicly funded but
remained accessible only to the White popataof South Africa. The criteria used in funding
these Universities evolved over the yeditse University of Fort Hare in 1923 was the first for
nonwhite South Africans. It was formed from Colleges under No. 30 oHigber Education

Act 1923(SA). Thus racial segregation became the norm with whites having the greater share

of university enrolments.

Some universities did not admit students of colour and the few that did, with the exception of
Fort Hare, createskegregatiomf both facilities and teaaig times (De la Rey2001). By 1957,

with a total enrolment in universities of 22 000 contact students, only 1300 were African (400
from University of Fort Hare) and 900 from eithgniversitiesof Cape Town, Natal and
Witwatersrand. During thB. F. Malan (1948 to 1954ra,racial segregation became further
enforced across the educational system, this time even proposing a split in tvéiteon
population into Africans, Indians and Coloureds. Burrows, KerMatthews (1961) record

the dissatisfaction by university stakeholders including those from UCT and WITS who
opposed racial and academic segregation. A synthesis of their key fisdiggsst thatthe
history ofuniversity education in South Africa folved along the lines of a colony (De la Rey,

2001). During the apartheid era, South Africa, following from models frima UK and
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Scotland, had 36 HEIs split between racial and ethnic lines as illustrated in Figure 2.1.

Figure 2.1: Higher Education Classiication in Apartheid South Africa
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(Source: Hall et al., 2002, p.2!

The South African higher education system historically adopted ingredients from
predominantlyGerman and other European models. This is evident in the classification of
technikons, which offered vocational education, and universities, that offered academically

focused disciplinegHarvey, 2004)

The name fAtechni kono wansedhypdltgians withirotheSlationalh Af r
Party Government (Du Pre, 2010). They were not recognized as a university and continued to
play secondrate to universitiesTechnikons initially offered thregearpostschoolNational

Diplomas and catered for dse who did not meet university entran@guirementsbut
possessed a 0s ol dorientated pragtammethe foudth yeal of stualy wae r

termed the National Higher Diploma, which later became known as the Bachelor of
Technology Degree (BTechSouth Africa, historically had fifteen such technikons and
through a series of reshuffling and redesign of the HE sector, there are now six renamed

Universities of Technology.

The renaming followed a numerous amount of debate by the Committee of Kiathni
Principals (CTP), a statutory body that advised the Department of Education on matters
affecting the technikon sector. The CTP felt that there was a need for a name change as the
name technikon did not identify with higher education. A number of nareesput through

the Departmentand in 2001, the Council for Higher Education (CHE) and the CTP made
representation to the MiiversisybfeTec i mal ocag ymba me S

principals did oppose the name change; however, in October 2003, Minister Kader Asmal ruled
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that technikons would now be (UkT) éowan elaberatdi u ni v e

account otechnikon history see Du Pre (2010).

Following the first democratic elections in 1994, the CHE proposed a unified higher education
system based on principals of equity, democratisation, quality, academic freedom, institutional
autonomy, effectiveness and efficiency (BakaMarx, 2012). Sincel994, in its quest for the
South African Government to meet its obligations to civil society in relation to the Bill of
Rights which promulgated that all South Africans have a righbasic education, adult
education and further education, there havenbeemerous reports anegislationregarding

HEIs in South Africa. These include Green Papers, Acts of Parliament, National Plans,
Regulations and Manuals and various Annual Ministerial Statements. The education system
adopted in 1994 was accompanied bywhole new set of challenges and problems
(#RhodesMustFall, #FeesMustFall, Africanisation of the curriculum, etc.) and it is in response

to some of these issues that the preseniysgilocated and gains value.

What emerges from this section is that tinst funiversities emerged of religious institutions

and werenot about fees but about knowledge dissemination. Students that were recipients of
such knowledge felt obliged to reward their teachers. This reward commenced with a gratuitous
gesture or donatio Gradually these donations evolved into paying for teaching. As secular
content made their way into teaching, religious institutions no longer housed such activities
resulting in the creation of universities. In order for universities to sustain thasséiey
requiredfee-payingstudents. Universities became the responsibility of the cities and later the
States. Thus curreriée-payingtuition in HE globally is an extension of this development.
Whilst most governments continued with student fees billing, some have chosen to provide
free higher education. Later, after realising the consequence of this decision especially in light

of themassification of HE, attempted to ret# a shared costs approach.

In South Africa, the apartheid system had a disproportionate HE system that benefitted a
segment of the population resulting stuntedgrowth of the higher education sector. The
democréic government of 1994, inherited this stunted growth and embarkéslelting of

the HE sector. Within the lattprocessthose institutions that were historically disadvantaged
were given preferential treatment. Ten years into the democracy, sewical rechanges
occurred within the HE sector (mergers, reclassification and redefinition of universities). The

latter coupled with a volatile economic sector posits challenges for the funding of HE.
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2.3 Higher Education and Civil Society

During the 198 and 1990s, the World Bank favoured development in basic education instead
of tertiary or possecondary education, in that it considered the latter two to be a Iond(

Bank, 2016) This position was in line with the millennium development goal®seby the
World Bank @016) By the turn of the century, the demands for tertiary education globally

i ncreased exponentially prompting a shift in

Postsecondary education supports the productiomigherorder capacity in the form of

knowledge production and the development of advanced §kithrid Bank (2016)The need

for Hi gher education is c¢critical to any col
sustenancet is one of the most powerful instrumerids reducing poverty and inequality and

lays a foundation for sustained economic groMtiorldbank, 2009) A well-developed

education system ensures capacity development and maximizes on rapid technology
advancement, thus contributing to an improved stahda living, which in turn results in

benefits for civil society.

The Organisation for Economic Caperation and Development (OECDB}ate thaB80% of
tertiary-educatedhdults are employed and earn more than those who exit secondary education

only (OECD, 2015) As more organizations place reliance on higher education qualifications

for positions, earnings increases; skills increase. Further, postgraduate studies in the form of
Masters and Doctors of Philosophy (PhD) have the potential to dramaticeatbag the

earnings and stature of individuals. Benefits of higher education are not limited to finances
alone(OECD, 2015) There are also other critical benefits that include taking responsibility

and sefawar eness of oneods hiedhate lthe negédhto lzveelongeh o ar
engaging in government matters, participation in voluntary activities, supporting state revenue
(higher earnings means higher taxes), developing the future of their children by providing
additional resources to assist edici on j our ney, uplifting and

adding value to economy and Gross Domestic Product (GDP) growth.

Society also benefits from the role higher education pléysough the alvancement of
Knowledge, preservation armdissemination of cultural heritage, new knowledge and new
literature which has a direct benefit to society based on new technology, advancement of social
welfareandavoidance of negative outcomes for socieligher education, in short, contributes

to ecamomic advancement, social justice and civic betterndotinstone, 2013JUNESCO
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(2009, articulatehigher education a@savingthree functions: knowledge production (research);
knowledge transfer (educatigand knowledge distribution (service). Thisusther expanded

by NagyandRobb (20®) to also include knowledge applicatidtisard §£015)contribution

to the role of universities is that they are key contributors to the government and national
economy by progressing job creation, increasing investofidence and enhancing revenue.

He further states that quality education drives competitiveness and enhances democracy.

A college degree is proven to be providing an edge in both financial and societal standing of
individuals. The earnings power (p84% more in the US) of people with degrees has proven

to be much more than those without. Stronger
of qualifications, which in turn results in job creation, job satisfaction, prosperity and general
quality of life. Teferra (2013) however, argues that attaining a College degree historically
assured graduates of finding jobs and this has changed. In currenfitimés] di pl oma or
does not g u ar MacGregor,2§18, persanalcpnoniinication with Teferra

October 19,2013. He further asks: why then do we need a degree if employment is not
guar anteed, stating that dAwithout that diplc
dynami c t ha t(MaaGregdr20t3persoraltamenonication with Tefer@ctober

19, 2013)

Washburn (2005) flags research at Universities as an incentive to attract substantial financial
resources from industry who are continuously reliant on faster research and development to
enhance theiproducts offerings. One could argue then that the most critical role played by
University is societal upliftment in the form of the research that is sanctioned by industry.
Industry, however, wants its rights patented and data protected, which thegbesssure of
transparency of any breakthrough in knowledge production. In other words, the level of
publishing the findings fothe public good in scientific journals are somewhat governed by
these industry restrictions. Though this may seem a negaitivetation to society, the benefits
attained are far greater. The flow chart below using the example of adnaitideris a snapshot

illustration of the importance of cuttirgdge research and its benefits to society.
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Figure 2.2: Industry and University Research

Industry having patented this researgh

University scientists in receipt of thi produces this product for the marke:
Industry provides funding to funding get to work in bringing Society now benefits from this off th
University to conduct reaserch on innovation to market and provide th shelves- Personal hygiene is
personal hygiene wash key data to assist in the production ¢f enhanced Industry profits

hand sanitizer L ) )
Overall Civil Society benefits.

(Source:Washburn, 2006

AThe purpose of education is to provide the
individual needsd become a productive member of society, and to contribute to the strength
of our economy t hr oug hucdsli2eli2,rparavarakditi@enfidlay pr od u c
(2013 highlighted the role of Higher Education (HE) and how this role is evolving @ue t
increased globalization. He went on to emphasize that HE is now as important for developing
and poor countries as it is for rich countyieg asserting the following:

a) Social returns to HE are underestimated;

b) Developing countries have muitiodalpatterns of economic development, and

c) HE is critical for economic groWwtand technological absorption.
Given the above, it can be established that Higher Education provides the key link to a
countryds economic success iegthat a&e wandingftodwild t h o s €
their skills set and uplift their knowledge economy, thereby increasing wealth for the nation as

a whole.

Despite the acknowledgement of the positive impact higher education has in benefiting civil
society, decisiommakers bth from governments, who must also provide resources for various
other civil society needs, and those within the higher education sector, are faced with a
multitude of challenges. Overcoming these challenges cannot heapdgyis of importance

that higher education systems are protected, preserved and enhanced, taking care off and

supported by governments and corporates (Washburn, 2005).

The financi al operations of governmeands ar e

personal traits. Decisiomakers who play a key role in government have their own
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philosophical differences which at times lead to disagreements and different schools of thought.
These differences directly impact policies that come out of governmasgnR2005) provides

a perspective on the role of government in the economy and points out that some people play
this role for personal benefit, and others for the Abelhg of the communities they serve. One

may ask- What is the role of government ingleconomy? Rosen confirms his position by

citing Thomas Jefferson:

Sometimes it is said that man cannot be trusted with the government of himself. Can he,
then, be trusted with the government of others? Or have we found angels in the form of
kings to goern him? Let history answer this question (Thomas Jefferson cited in Rosen
2005, p.6).

This quotation speaks to mands perceived 1in
hence the difficulty or challenges he faces managing others. It goes on to highlight then the
necessity of a chosen group of people (e.g. Kings) who are selectattioyes, the people
themselves, we call the society. Rosen (2005) descaikesietyin two ways: organic and
mechanistic. The organic view is where society is described as an organism with the
government being the heart. The mechanistic view, in cantsadescribed as society being

the trust and the Government being the trustees of this trust (Rosen, 2005).

The Governmenthenare selected individuals or grouppiomwe ter m o6l eader s 6
tasked to manage and control the economy, schoolsitddesand all public service. The

financial behaviour of Governments has been controversial for centuries (Rosen, 2005). Their

role is to collect money from personal taxesdthird of its revenue), corporate taxes, Sales

taxes and property taxes and spémis money fothepu bl i ¢ good. O6Public F
sector economics6 are terms us esdciety, avhichor t r a:
influences the resource allocations and the distribution thereof. This study deals with one such

public sevice namely higher education.

Higher Education, (as is the case globally) was always seen as a public good in the US and
funded accordinglyKallison and Cohen (2010summed up the concept ptidic good and
concedd that higher education produced the desired literacy in medti@gvorkforce
demands of the American economy. Further, higher education fueled reseattcivasic and
applied- for commercialization. Commercialization would drive the formation of inmcksst

which in turn create jobs for its people. Given this stance, after World War Il, the US pursued
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a policy change on higher education. This policy change was premised around three pillars:

access, affordability and participati@allison & Cohen, 2010)

In meeting the objectives of tlaovementionedhreepillars, the State introduced a range of
facilitation mechanisms for students to pursue tertiary studies. Some of these included needs
and meritbased grants and loans for both undergraduate as#igramluate students.
I nterestingly, students who received grants
study in term of its national strategyinte-EbmerandWirz (2002)provide evidence that
reflects the impact of state funding on studentolment within European countries. They
commence by questioning the need for state intervention in higher education given that
obtaining a degree is linked &personal choice by the individual, and suggest three possible
reasons:

1 A population that is@ucated provides a stable democracy and a richer cultural life;

1 The choice of study depends on the accessibility for individuals to enter higher

education. The State must be able to support poor students via loans selneimes

1 An educated workforce provides increased producthwtgreating smarter people.
COmpeanu, DumiahdBatang2017) d€soribe higlreteducation as a pathway to
achieving smart growth, creating sustainable solutions and driving economic tivepess.
For the individual, the authors describe higher education as providing a means for self
development, thus ensuring a better life. Their study considers the funding aspect within a
sample of European Union (EU) countriaadtheir aimis to drawa correlation of the impact
in relation to the socieconomic environment, particularly due to the economic state and
funding constraints. With civil societies needs having to experience constant changes, the
higher education landscape, particularly ilatien to funding modalities, needs to align itself
to caterfor these changes. However, the biggest challenge is trying to keep up the quality

amidst funding shortfalls.

Given that some countries in the EU hawvgavaurableeconomic conditions that affetheir
ability to adequately fund higher educati@@@mpeantet al. (2017)havesubdivided these
countries into four groups accordito variables, which include:

1 The $areof GDP funding for higher education;

1 Percentage of youth regardilumg-term unemployment rate;
1 Percentage of youtdt risk of exclusionand
!

Annual net earnings.
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Recentstudies Campeanet al, 2017)conclude that for ensuring sustainability, the resources
ploughed into the higher education system must take cognizatiee different variables that

directly impact the socieconomic environment. According to tBET (2013, p.viii)

féethe education system should not only
required by the economy, it should also continue to develop thinking
citizens, who can function effectively, creatively and ethically as part
of a democratic society, and be able to participate fully in its political,

soci al and cul tur al l i feo.

The success and growth of an econaestin its ability to educate and create critical minds
that could be nurtured to assist Government in its verdiproviding jobs, proper health care,

public safety and security, education and social welfare.

This section focused on thele of higher education in meetirtgeg o v e r n oblgations. s
Across the gl obe, gover nmamimngbdgance andtbegassivatyn s u p
or power thinking citizens thaducation in general generates, hedpape its economy and

creates a richer cultural life. HE provides the platform to earn higher thus improving the States
fiscus A primary driver for thesector and its control mechanisms are the issues around access,
equity, financial sustainability and the link between higher education and potential employers.
This imperative is to ensure a narrowing of the gap between the rich and the poor in order to

maintain a more equitable society.
2.4 Challenges in Higher Education

The challengs faced by higher education in Africa @mmon Some of these challenges

include issues aroundccess, equity, qualitgnd efficiency(SADC, 2007a) Pillay (2013

captured these challenges faced by higher education in the continent in the form of common
themes that include inadequate, inequitable and inefficient financing systern;v at e HEO6 s |
or lack of regulatory control or monitoringfficiency and /or inaglquacy of HE expenditure;

increasing enrolments; equity and quality.

Lucas(2012)argued that more must be done for disadvantaged students to gain access to higher
education given the many barriers they faome being funding. This is supported by &ill
(2013, who confirms the low commitment to higheducation spending. Pillay (20/18lso

speaks to poor and inadequate schooling bothegtrimary and secondary level. We must
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take cognizance of the fact that one would have never thought that the challenges faced by
South Africa and other African countries would be consistent with those of the developed

world.

A detailed synopsis of challenges faced by higher education suirdaceforum focused on
opportunities within the higher education sector in South Africa that was hosted by the
Regenesys Business School, Sandton, and Johannesburg on 26 June 2013. At thigrforum,
Ahmed Essop, the then CEO of the Council of Higher BilutdCHE), asserted that while

access and the inability for young South Africans to enter Higher education, of those that do,
Aonly 50% of students | eave higher educatic
articulation gap between high school anmuversity that needs to be bridged, as students
entering higher education institutions arepilepared to deal with and cope with challenges of

higher education institutions in that many of them drop out. The concluding remarks at this

forum painted a bk picture of the higher education systems in South Africa.

Such challenges are not unique only to South Africa but are faced by the Higher Education
Sector globally. Gates (2014) concurred and made the point that there are more students going
into highe education but very few are coming pamdthese drogut challenges were global.

Further, challenges emanating from this Regenesys forum and other researchers included:

() Inadequate, inequitable and inefficient financing, infrastructural and ICTnsyste
1 Access to higher education on financial grounds;
1 Higher education institutions need expansion in terms of infrastructure;
1 Expansion in terms of other facilities that are required by students, including

residences;

1 Underspending and/or wastefgending;

(il) Leadershipchallenges, some of which are identifiedgferra (2013¥tudythat negatively
impacted higher education in S@aharan Africawhich wentbeyond issues of finances,
including:

Lack of expertise on the part of decisiorakers;

mismanagement;

1
1
1 lack of generating alternative income,;
91 poor policy decisions;

1

ASi | o mental ity aojontvisibniofthed cnwsmt tierdsi& s o n s
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1 Soft skills like communication not addressadd

9 Brain draini senior academics anuiofessionals leaving the country.

(iii) Lack of regulatory control or monitoring
1 Autonomy is not checked against public accountability;
1 Private Higher Education Poor or lack of regulatory control or monitoring,
whereby institutions are operating illegally;
1 Recognition of prior learning and bridging courses should integrate with HEIs,
and

1 Differentiation in curricula and qualification between HElIs.

(iv) Transfamation

1 The dominanceof white males in senior management;

1 Racial and gender imbalances existing amongst lecturers and senior
management;

9 Difficulties in replacing the academic labour force. The current demographic
represents arageing white professor rate in their late 50s and early 60s,
approaching retirement. Further, there appears to be a lack of attractiveness from
young incumbents wanting to pursue academic careers;
Quialifications are theofpased nowork-integratedearning;
Insufficient staffing with appropriate qualifications, with few having doctorate
qualifications; those who have PhDs make up only 40% of the staff in public
higher education establishments;
Expansion in terms of personnel, and
Employer biag choosing gradates fromso-calledaffluent HEIs.

1 Racial and gender imbalances existing amongst lecturers and senior

management;
In short, this section points out the challenges faced by higher education and indicates that

many of these challenges are global. Somédemt are unique to Africavith South Africa

havingto deal withthe addedssues of equality and transformation.
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2.5 Globalization and Entrepreneurship

Ferlie, MusselinandAndresani (2008)state that the higher education sector is viewed as one
that operadalenea fhasiBiand in that it i s not
organisations. However, generic concepts from both public management and political science
could be inculcated in the management of the higher educatitor,setich also places
globalization at the heart of current discourse. Wildavsky (2010) cites the Indian University of
Technology (IIT) in Madras, as one such example of globalization. The IIT, although placed

in a remote area in India, has cooperativeeaments with high profile academics from Yale,

Brown, and even Harvard Universities.

Some of e IIT students were employed by Infosys or Sun Microsystandsome even went

on to Graduate School at King Abdullah University of Science and Technolo§gaudi
Arabia. Wildavsky (2010) explained that globalization is where top students from around the
globe are attracted to a specific institution by means of either scholarships and bursaries,
employment incentives or collaborative agreements. An extensiothese globalised
collaborative processess the emergence of satellite campuses within the countries.
Universities now no longer faced competition between each other but instead compete with

otheruniversitesglobally.

Wildavsky (2010) records that the effects of globalisatiereshaping higher education in a
massive way. It is at this crossroads that the higher education sector joins the commodity sector
and is treated as a #f or mancemeniohtecknology daors n a |
are being opened for anyone from any country to attain qualifications of their choice from any
visionary university. After World War II, the US had an ogepply of foreign students, a

trend that continued with the US beitige most popular choice for foreign students, followed

by the UK and Australia.

Wildavsky (2010) analysed the changes in higher education in that he recognised that
universities now want to recruit top students from other nations. Apart from thisimezmtii

effort, some institutions saw it necessary to extend their reach by opening campuses in lucrative
destinations, for example, New York University wished to open a satellite campus in Abu
Dhabi- a Liberal Arts College citing as its reason the neexdtelp transform Abu Dhabi and

its students into global citizens. Despite such initiatives which were accompanied by
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overwhelming financial support, several critics raised concerns on cultural and societal

grounds.

Wildavsky (2010) further spke of the democratization of access to college and referred to
openness, the willingness to accept any student regardless of race, gender or creed. While many
Universities created barriers to protect their perceived national interest, Wildavsky (2010)
suggested thaducation should benefit everyone across the globe in order for such barriers to

be minimized. Globalization is seen as a key procesamsforming higher education.

Marginsord €006) studyfocused on the dynamics of globalization in higher educatarg

three parts. The first looked at national competition in higher educatiamsahthe Australian

system that had a policy change in 2005 augmenting competition. The second part focused on
élitist qualifications from prestigious universities in & and the US, where the financial
bottom line was the key variable. In the final part, he jothedhationaland global competition

and concluded that higher education played a pivotal role in Aatiibsing andre-modédling

of national strategies which are vital to en

With an open market system, many aisities have Massive Open Online Courses (MOOCSs)

and qualifications for students. With the insurgence of technology and the language barriers
being broken, it has become easier to study abroad. The need to establish social congruence in
this process cré@s a challenge for higher education institution$iwithe country. Between
1999and2009, the number of students from economic strong countries such as India, China,
and Japan opting to study outside their resident country, grew byBsi%, Lee, Reeweand
Reynolds(2015)state thaMOOCsoffer students the necessary tools and competencies they
require to succeed within an online platform but concede that the system required ongoing

developnent and strategic oversight.

Closely aligned to globalisatiois the notion of commercialization. Commercialization here
refers Ato the ef f or taprofiwfrombteachingtrédsearch)and otreer si t vy
campus a(Bak 2003, p. 3)Ehe quality and role of education are constantly changing.

One of these changes was highlighted by Washburn (2005) dahdd into the
commercialization of higher education, where institutions are expected to be more business

like. Across America, the fosuon fundraising is of paramount importagoeen the economic

downturns and resource scarcity. The curriculum of yesteryear may not be as appropriate as it
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i's today, in that many countriesd higher ed:

scierce and technology, societal studies, and legal and managerial studies.

Further, such commercialization infiltrated higher learniagd although this came with
substantial financial benefits, there were risks that needed to have been mitigated. Washburn
(2005) cites two cases, the one being that of theadadi drug and the other being Boston
Universityods privately owned Drug Company.
clash of interest when University research findings are contested or Whameasity enters

into new ventures beyond its core teaching and research mandate.

Washburn (2005) further concluded that commercialization, while assisting higher education
institutions and government with easing the burden of finances, means tlkaithiedge
aspect is not openly transferred the way it should be. This is as a result of the stringent
guidelines and secrecy bills and patents. Fhistdownor restriction of knowledge transfer
ultimately jeopardises innovation in the subject areas ¢cnade Washburn (2005) conceded
that commercialization shifted academic priorities, with researchers benefiting from both their
tenure funded by the respective universities and topped up by their principal investigator
component within the research contremvered by industry. In the US, when these phenomena
occurred, the issue of patents rights was discussed and delibe@bedjssand Universities

had to shift their focus from a ngorofit scullery mission to that of jarofit-seekingventure.
Busineses were protected by these patent rights. These iaffegtisociety since sanctioning

full disclosure and transparency is contrasted with protecting corporate interest. A further
challenge that emerged was tttegindustrycould manipulate and distadtte findings of such

research.

With senior tenured academics focusing on the increased corporate funding which pushes up
profits for Universities, the classroom lecture was conducted by adjunct faculty, thereby
disadvantaging the student experience. Wast (2005) recommended that:
1 Society must understand that higher education is commercialising;
1 Support the thirgbarty patent model that protects both the University and the
corporate rather than the institutispecific model;
Reinstate freedom of inquiry ezademia, and
With too much focus on science and technology, agsfatling basic and applied

research.
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Gates (2014), when quizzed by Cornell University President, David Skorton, about the future
of higher education, respded that as state subsidies dwindled, the cost of higher education
increased faster than taxes. These increased cost measures and the huge levaudé drop
posed further challenges to Universities. Gates hoped that technology could assist in creating
more accessibility and raise quality. He likened higher educatidhetmtreproduction and

states that some productions are good, some aré Isadilarly, not every curriculum or
delivery is good. Every University carries with it its good and bad progesnthe idea is to

reduce costs in these bad programmes and increase quantity in the good ones.

Higher education remains one of the sectorsatedpen to internationalization due to its core
existence in knowledge production and transfer. This dsosser relationship allows for the
transferring of skills, products and technologMsrginson & Wende (200®8mphasized that

for the first time in history, knowledge could be accessed via a single network ortayb.
furtherclaimed that research is mangernationalized, thereby creating mobility and migration

of researchers, including pegtaduate student&lobalisation an@ntrepreneurship feature as

a key to addressing funding challenges faced by higher education together with alternative

income steams.

Barr (1993)investigated the alternative funding sources of higher education in a number of
countries, including Australia, the UK, the US and Sweden.alitieor assertethat the total

higher educatiorresourceswhich fund teaching and research in different subject areas,
supports the demands of threenstituenciesstudents, employers and Governmebarr

(1993) concluded that higher education funding should be seen as coherent Government
strategy and such fuimdy should not overly rely on one source. He suggested two possible
solutions: to maintain a hold axpenditurewhile increasing studenttake and to attract

additional public sector funds.

The Price Waterhouse Coopers (PWC) revidmnual reporting p South African public
higher education institutions 2032012, illustratesthatthe average third stream income was
approximately 30% of total revenue amongst South African universities. These include
donations, hire charges, research grants, consultaasyand so forth. Only three institutions
attracted over 40% of revenue from these alternative streams. Figure 2.3 below reflects the
average third stream income of the three categories of Universities in SA for the reporting
period(PWC, 2014)
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Figure 2.3: Percentage of Third Stream Income

Traditional
Universities

Universities of
Technology

Comprehensive
Universities

The PWC (2014)eport concluded that Universities of Technology that worked closely with
industry should be in a position to outshine other-algned universities. This, however, was

not the case, as they recordld lowest amount of revenue generatiedthird stream income.

ChristenserandEyring (2011)s uggested that institutions cha
competitive. They recommended constant treetling and positive innovation in accordance

with their mission statement. I nstitutions s
approg hé t owar ds tChristenserarnd&ymny ¢€201i1)toncluded by suggesting

that universities ought to revisit and strengthen their niche areas while discarding or reshaping

traditionally unproductive areas.

A synopsis of the section reveals thi simply cannot ignore the effects of globalization and

its potential threat if taken lightly. Universs areno longer only competing regionallthey

are now faced with threats from across the globe. These threats refer to students that opt to
attainqualifications from more recognized institutions either by relocating abroad or whilst in

the comfort of their homes with the wuse of
themselves are starting to open satellite campuses in different regions, seme ev

internationally.

Internationalization idinked to commercializationwith the constant demand for resources

and dwindling State support, universities are expected to adopt a business sense and start to
take cognizance of the bottom line. Senior an@ds are compelled to attract more funding

from potential donors and the private sector. The challenge though is that most private donors
do not permitthe releaseof information and lock universities to patents. This ultimately
dampens knowledge transféurther, these academics are substituted by adjunct and staff who
are expected to teach in their place.sdlid,both globalization and commercialization are now

critical terms for HE management.

33



2.6 Tuition Fees

Issues around University funding became media headlines following massive student protest
which called fordee fre@in South Africa (#FeesMustFall) in 2015 and thereafter, that,soon
spread to countries like Canadaystralia, Germany, China and Camero®his call brought

into question the funding mechanisms adopted by Universities and Govérahoeation

towards education.

Winston (1999ps®ciated higher education to ahysiness venture, by stating that customers
pay a price(tuition fees) for areducational services (degree), and to do this it buys inputs
(academics supported by support staff) to make the proéigetre 2.4 below illustrates the

relationshipbetween business and universities.

Figure 2.4: Relationship of busines¢Firm vs University)

Firm University
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Winston (1999poes on to argue that higher education is not simply a business in that it is seen

to be underpinned by moral values. These values refer to the notion of a publielgetated

that the economic features of higher education distinguish themselvestummesby virtue

of their uniqueness. fotpeoftboaschedsedetbadbmusi hp

a poor guide in mderstanding higher education.

Europearstates have become progressively dependent on higher education in order to drive
the economic, cultural, political and social infrastructure of society. Massification of education
in Europe over the past 100 years cultivated sesiend cultures that beited greatly from
government investment in educatidynch, 2006).Themaintenancef this level of economic

and social development that is derived frbigh-quality education requires adequate state

support. That said, theexistsan increasing attenippo privatize public services, including
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educati on, for the sake of ensuring its citdi

value rather than the State being wholly the provideesdurces.

In the US, historically, university fees were tgteegulated and kept low (Archibald &

Feldman, 2006). Funding was provided for meeting operational and capital costs, with
deserving students also being funded for residences. The authors state that in order to maintain

a highly educated workforce in toddd s economy, the higher edu

increased funding from Government coupled with increased accountability.

Schwarzenberger (2008) anal ysed six countriesd higher
Czech Republic, England, Germany, the Ndé#mats, Norway and Spain. Thesi& countries

show considerable variances with regard tocostsharing On the macr@analysis,
Schwarzenberger (20p8ndicated that the private contribution to higher education was
significantly higher in England (64%) and &p (60%), whereas in the other countries, the
private share ranges between 4486148%.

Global data has shown exponential growth in higher education, leading towards massification.
Massification is unavoidable and involves bigger social mobilization for an expanding segment
of the population. In order to combat this subsequent developmenpateerns of funding

higher education emerged. Mass enroliment has initiated a demand for increased provision and
caused a diversification of student needs and expectations; such growth of a system demands

more revenue and new ways of obtainin@Aitbach, Reisberg& Rumbley, 2009)

The demands for free higher education are not something new in Africa: such demands date
back to the 1960sTeferra(2013),stated when interviewetthat in some African countries,

where free education gractised,up to 90% of students in public universities come from
wellof f families, thus fAthere iIs every reason
money from these indivi dua lLanga, Wangeng®uma,y do n
Jungblut,and Cloete (2016 however, state thatrde higher education in Africa failed to

achieve the desired universal access or social inclusion.

Langa et al. (2016) advised that South Africa should draw lessons from the global North with
regard to recenssues relating to the #FeesMustFall movement. The call of the #FeesMustFall
movement follows closely on the heels of the global recession and at a time when state funding
in South Africa lad been declining, between 20892012 (Langa et al., 2016).
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Tuition feeswerealways used to augment rising costs necessary to maintain higher education
demands. However, Langa et al. (2016) pointed out that a policy of free education would be
consi stent wi t hapattheid policy of nransfgrmbason prabaial justice.

However, Altbach (2013) stated that free tuition and free or subsidised accommodation is
unsustainable; thus, alternative funding mechanisms ought to be foamgh et al(2016)

have asserted that one cannot simply compare the SA laedsddyat of Germany or Norway

on the free education system, as this coulgrbblematis i nce t hese countries

far more advanced than that of SA.

ChapterTwo subsection 29 (1) (b) of the South African Constitutgtates thatfiEveryone

has a right to higher education which the state, through reasonable measures, must make
progressively available and accessibleo. Ho
reasonabl e measureso the St at ®vidd flee dighern o't C
e d u c a Badat (@10) arguesthatFr ee hi gher education is pos
a question of making reasoned public choices, and of understanding the consequences of public

policies of both free and nenee higher educato n o .

Governments, in their attempts to supplement their block grants under conditions of economic
volatility, sought mechanisms to address the financial concerns of higher eduBation.
(2001)indicates thatncomecontingent loans repayments providegathway for those who

could not afford higher education. He, however, claimed that this notion of income contingency
is not properly understood, in that it instils unnecessary fear of debt to prospective students.
Further Barr(2001)stated that higheeducationcosts shouldbe shared between the taxpayer

and graduates. It should not be fraedstudents must contribute, whether immediately or at a

later stage via loan repayments and so forth.

Barr (2001) is of the view that the State could not affivree education on the basis of the

demand for places in higher educatiBarr (2001)guot ed t he UKG&és exampl ¢
of the incomecontingent loans alongside income tax deductions and concluded that the key to
funding problems was charging the i@mt interest to these loans. He went on to recommend

that these rates should be equivalent to the

Hatfield (2003)states thabne of the key challenges in the US that faced students was fees and

how they would be settled. Further, the only other mechanism to obtain some form of return
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was to providdow-interestioans. These loans were provided on the basis of students selecting
specific courses that were required by the US Government. Some fields like teacher education
even allowed for debt cancellation upon qualifyikte further ndicated that the State also
included support for older students and those who wished to stuetynpar Further, funding

also included students irrespective of their economic status.

AhmedandBraithwaite (2005geal with the inteconnectedness of higher education with the

tax system. Students are disgruntled with the huge tuition fee debtathegfter graduation.

The interconnection between higher education and the tax system required better
communication and reliability for effective policy implementatigxhmed & Braithwaite,

2005) With both Australia and New Zealand recording huge ungelds, the authors make
reference to the Australian Higher Education Contribution Scheme (HECS), which supports
Government in administering the loans and their subsequent repayment upon graduation. Tax
authorities in Australia have all the necessary datheir disposal to assist HECS in collecting

debt from their graduates.

Bou-Habib (2010)questioned who should fund higher education and stated in his opening
argument that this question is raised amidst the growing call in the debate regarditiggspiral
tuition fees. It is on this basis that in the 1990s, tuition was free and living allowances were
also funded by the UK Government. This situation chang2@@dwhen the Higher Education

Act permitted Universities to bill students for tuition but pag its levelBou-Habib (2010)
classifies three funding sources that help drive the objectives of public universities: the

taxpayer, the student and linked to the student, the graduate.

Bou-Habib (2010)offers a systemati approach when dealing witbsues within the funding

of higher educatiore groundshis thinking on Rawls (1B3) &heory of justicéto individual
behaviour, and highlights the kind of rules that would make people freely reason and agree
within the application of fairness. Suchirfeess must consider the lifetime income prospects

of the poorest group in society that has manageahst altheoddsto take up contingent loans

in order to pusue higher education.

The concept of incomeontingent loans was opposed by student bodied naturally
supported by Vic&hancellors in the UK. The study had two aims: to offer a survey of the
arguments with regard to higher education financing and to draw on the political theories of

Rawls (193). On the first aim, the author claims thera disjoint and could not find plausible
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and principled guidance to funding models. With regard to the Rawls approach, the author
seeks to reconcile equality, efficiency and liberty, arguing that while this approach may not
answer the question of whethéettaxpayer or the student should fund higher education, it
does provide guidandéat policydecisions which embed the concept of justice and fairness

especially for the worsdff group in society, could be more rational and equitable.

Chowdry, DeardenccoodmanandJin (2012)investigated the financing of higher education
and implications for universities in England. Further, they claimed that their study proved that
the loan/subsidy scheme reform is progressive, that 29% of the poorest graduatesewould b
better off from this reform, while 15% of the richest may actually pay much more than they

borrow.

The study ofChowdryet al. (2012concluded their analysis by stating that participation rates

did not suffer as a result of the prospective loan scheme. However, students were to be well
informed as normally those students who come from the poorest backgrounds saeeatsbt

which cald discourage participation in higher education. Further, the authors provide
empirical evidence that suggests that there is no influence on participation rates due to increases
in tuition fees, provided that such increases were supported by the loamesCimwdryet

al., 2012)

The Browne Revie2010)on higher education funding in England recommended the removal

of the tuition fee capping and proposed dramatic reductions in higher education. Other notable
recommendations included increasing the iegsthreshold for loan repayments as well as
increasing the number of years for these loans to be written off (normally 25 years and now 30
years).The porest students were provided more subsidies and fee discounts for their studies
and also benefitted'dm the extended loan period of 30 years. Positive-affinfrom the

reform included increases in tuition fees, thus making up the shortfall in public funding.

EckwertandZilcha (2012) stated that with the increased demand for higher education which
impacted fiscal decisiemaking and pressure on the States resources, there had been an
increased dependence on private sector funding for higher education. Many European countries
introduced loan schemes in order to relieve State pressure on public fqnéorcithe sector.
Friedman (1955) was cited by EckweamdZilcha (2012) as the first author to raise the issue

of private funding and the conceptintomecontingentfinancing. Fred mandés ( 1955)

aligned higher education studies to investment returns for the private sector and also embarked
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on the notion of buying shares in the higher education sector. This would allow for income
contingent loan finance to be made availablettalents from competitive markets to complete
their studies. Repayment of these loans would begin once employment was secured. Eckwert
andZilcha (2012) state that such loans could be categorized under finaggings or systems

that ensured @vernment garanteeing students unrestricted accedbda@redit market and

with subsequent enforcement of debt collection. Further, repayment of loans and the terms set
were against future income, thereby spreading risk or what the authors (Eckwert & Zilcha,
2012)t e r m poolingé k iensaring that all loans agreements have the same payback

obligations.

This section discussed tlesue of tuitionfees issue and focused on the debate surrounding

calls for free higher educatioAt the beginning of the chaptespokeprovided an indication

of the birth of tuition fees and its origination. Whilst some countries provided free higher
education, many have a shared costs system. Thetai@sout the pack in thaits fees

supersede government support. Every other country that was examined reflected State support
to public higher education as being the prin
however that due to the increased demands placed on govems@edtuniversities, a large

number of authors have cautioned thdea freépolicy for HE is unsustainable.
2.7 Summary

In thehistoricaloverview it is apparent that the formation of higher education institutions was
borne from sanctuaries, and thenpary teachingswere monasticand followedreligious
traditions in the case of the medieval universities. With the emergence of the Modern
University, soon other disciplines were introducaddthis provided the foundatioof higher
education today. Students that attended these institutions felt it was incumbent upon them to
reward the teachers and provided them wifbollectiod- a kind of payment for their services

and thus emerged the notion of O0feesbé6.

Higher educatioprovides the desired skills sahdpeople with qualifications find better jobs

and become marketable. Higher education funding soon becameeatsilpublic service and

the responsibility of the State in that it was seen as a public good. Invarebipatket will
positively influence the economy which benefits the State. The State which recognises this

economic injectionin turn,builds financial support into i#scusfor higher education.
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Governments adopted different approaches for finagcglpporting institutions, some of

whi ch i piggybdckinggd tdhhat bei ng a whistoothedklticwodd appr
be ableto fully fund all costs With the exponential growth and demand for higher education,

the challenge of providing accefw the masses forced some Governmentshift their

position to implementing shared costs. Resources were simply insufficient to cater for this

growth in student population.

Most of higher educationds <chall iesliggeSsuthar e c
Africa which have experienced dramatic changes to its political landscape are unique and must
deal with issues of transformation and trying to remedy the woes of the past. Such are the

challenges that have compelled authors to concludéhiaaituation is desolate.

Higher education also has to deal with issues surrounding globalisation and its Effatts.
around the year 2000, the widespread reach of the internet has resulted in globalisation, raising
the stakes for competition. Globalt®n is accompanied by many opportunitesswell as

challenges.

Universities simply cannot ignore the various threats posed by competitors who are now not
only within their country but across the globe. Online platforms make it easy for students to
attan qualifications from prestigious institutions in the comfort of their home. Contact
education is under threat, where more studpregerto avoid contact education. With the
pressure mounting amidst dwindling State resources, Universities are forfoed ways to
increase their revenue. Commercialisation is now starting to gain momentum and universities
find themselves operating like business ventufé® expansion of the entrepreneusplrit

must surface both from Governments and the higher adacsgctor, the ides to maximise

its potential. This requires innovative thinking.

On the issue of tuition fees, the notion of students feeling obligated to reward their teachers has
made an abotturn this decade, where student bodies were forcing the hand of governments
with their call for free higher education. This call in the cas8authAfrica almost brought

the country to a standstill and Government had to respond byruairegy University
management structures and even its own Ministry. So dire was the movement that itrehifted

g o v e r n positiont: ibhadto find additionalresources to fund the Universities shortfalls.

The call gained momentum oversgasdthis plight by students continues to date.
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Higher education is free in some countries; however, commentators and authors who have
examined their funding models note B® v er nment 6 s r el u dftedradc e t 0O
policy. This is a result of dwindling resources and increased demands for higher education
spaces. The reality, though, is that income from tuition feethige countrieshat have a

shared costsysten could comprise around 25% of total resources for a university. One thing

is clear: no matter the students, government or the private sector, someone has to cover the
shortfall that universities require to address in terms of issues of access, ininesteunt

efficiency.

With higher educationds entrance requiremen
highlights that it is more likely for those that have more tools at their disposal to meet these
requirements. These tools include good facilitiesmmitted teaching staff, good basic
education foundation and so forth. The middle and upper, dtzeseforeare more likely to

meet such entrance requirements. It is also more likely that theffoash tuitionbased on the

per capita household incomEhe author thegoes on to questionhy should they not be billed

full tuition rates.

In the next two chapters, | examine the literature that relates to the financing of higher education
from an international perspective, followed by a regional perspective. These, | have
strategically chosen as staatbne chapters, for two reasons. Thetfito explorehigher
education and its financing from available literature within developed countries in comparison
to developing countries. This distinction was an essential inclusion given the disparity in
relation to their respective economi&econtly, by separating their experiences, | am better

able to draw out the similaritiedifferencesand uniqueness

ChapterThree beginsvith a review of international experiences on the financing of higher

education.
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CHAPTER THREE
LITERATURE REVIEW

THE FINANCING OF HIGHER EDUCATION : AN INTERNATIONAL PERSPECTIVE

3.1 Introduction

This chapter follows on from the preu® chapter and takes a closer look at the literature
related to higher education financing, from an international perspemiigéde theAfrican
continent, in order to ascertain the similarities, differences and unigueness amongst countries
with along history in higher educatiofThis is to address the swjnestion how does resource

allocation in the South African Higher Education Sector compare to similar sectors abroad?

Higher education has been through various transformations since the first university was in
place, up until its presentodernday counterpart. Historically, the earliest universitabs
emerged out of religious teaching institutions such as mosquasmhegLani, 2018) It can

thus be assumed that these universilepended on these religious institutions for their
financial sustainability and operations. As universities adopted greater secularisation, their
responsibility became that of the City State. Traditionally, the responsibility of higher
educationlay in the hands of the State whereby costs were &wlthe quality of education

was high(Mary, 2013) Given the increased demand for higher education in tih@a2 2%
Centuries sproutirg of privately owned Higher Education Institutions (HEIs) has emerged.
The latter, although also making a valid contribution to education globally, falls outside the

scope of this study and will therefore not be examined.

Given that the financing of higer education increasingly became a priority, this chapter
focusses on the guiding principles underpinning the funding models adopted by selected
Western European countries, the United Kingdom, Canada and the US&halban Africa

(including the Souther African Development Corporation [SADC]) and selected Asian
Countries. The rationale underpinning this sample is rooted . South Africads
legacy (Dutch [1652] and British [1820R. its modernist Republican project (influenced by

the US andsermany posi961), 3. its rebirth as a legitimate democracy in 1994 (African) and

its recent subsequent partnering within the BRIC (Brazil, Russia, ladiaChing group of

nations.
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The key elements, tools and mechanisms found in these reviews wifidloleto critically
analyse and reflect on the current South African framework and provide insights for decision

makers responsible for the budgeting and financial planning of public HEIs.
3.2 Funding Mechanisms in Higher Education

Funding mechanisms in the context of this study refer to the source, methods and key variables
that drive the funding frameworks and/or the models adopted by Governments in their
allocation of finances to Higher Education. In many cabegy o v e r nfmanang 6f sheir

higher education sector is driven by the knowledge of the expenditure that higher education is
compelled to fund. Many HE bodies, whether a-sabof Government or Civil Society, at
some stage conducted and reported on Higher educetists, inparticular its spend
categories. Although a plethora of studies on funding higher education exists, laydiailyer,
Koelman, Florax, and van Vught (1998)Public Expenditure on higher educatiarelevant

for this section They conducted @omparative study sanctioned by the Commission of
EuropeanCommunites in the 1990s, focussing on higher education expenditure within
European member states. Despite a shift in the various challenges faced by higher education in
recent times, the categes of spend remained largely consistent to thdtisibrical spend
trajectories. It is for this reason that the stbghKaiser et al. (1992} considered relevant and

is used as the basis for this section.

3.2.1 International Funding Practices

Given the documented history of higher education with its oldest institutions resident in
Europe, the section presents a review of the international contexts. The countries that were
examined were merely those that formed part of the phenomena that beingeredloaation

in HE. As such, in order to avoid any preferential or bias in the placement of the review, the
countries that were examined are listed in no particular order. Despite differences in their
political systems, economies and culture, the finanoihgigher education globally reveal

great similarities between natio@®hnstone, 2013)Y0ne of the similaritiegJohnstone, 2013)
highlighted is that the costs of higher education exceed the consumer price index rate of nations,
thereby suggesting an increased demand for resources in order to meet HE eteztisan

(2013) however, cautions that literature othe financing of higher education primarily
originates from within the higher education sector itself, raising scepticism in civil society and

the State with regard to the objectivity of findings and claims.
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A large number of existing studies in the broader literature haveieadrthe financing of

higher education globallydohnstone, 2013Vorld Bank, 2010; UNESCO, 200%/inston

, 1999 Hauptman, 2001; Hearn, 2001; Bray, 2D0lIhese studies examine, amongst other
things, the various methods adopted by governments in addyessr civil society
obligations on the provision of higher education. Given the increases in population globally,
developing countries have witnessed a growth in the demand for higher education and
responded accordingly by establishing and generating mallic universities. Alignedith

the creation of new institutions, are challenges relatéidandng and infrastructure. Despite

the similarities alluded to earlier, responses to such challenges among nations vary. This

section whichollows addresshese similarities, differences and uniqueness referred to above.

3.2.1.1 China

Although China adopts communism as its social basis, its challenges align to democracies.
However, China is becoming one of the fastesto wi ng 1 ndust reiwvarldi st 6s
andits experienceproviderelevance to this study. Accordinglita (2010) there have been
a number of studies that focused on the financing of higher education in Chthast8dies
included those of HRQO04), who indicated that investmenthigher education was inadequate
given the increased demandshang(2004), who spoke of lack of fairness and benefit
centeredness, and Wanhu&eizhengand Yunxi (2000), which conceptualized the major
i ssues of Chinads allocation model of its hi
up the following:

1 the irrationality ofacombinationof higher education resources;

1 the rigidness of higher eduan resource managemeand

1 the extensiveness of operation of higher education resources and lowness of

valueadded in higher education resources, etc.

Ma (2010)stated that China faced major challenges in its allocation of resources in the three
key aeas of higher education, namely, human, financial and material. Human resources were
Ai nadequate in quantity and i1irrational I n s
hi gher education expenditur e we roemassificatioln e t o
of higher educationo, and material resources
in facilities of teaching, experiments, libraries, instrument, researches and other supporting
facilities, were seriously notgdla, 2010, p59). Ma (2010)concluded by providing a list of
imperatives that included:
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reducing regional differences spatial allocation;
taking cognizance of diversification of the subjects;

rational integration;

improving monitoring and control of allocated resources, and

=A =4 =4 =4 -4 =4

Promotingcoordinated development and collaboration within the sector.

China also forms part of the BRIGationswhich include Brazil, Russia and India. A study
conducted byGuimaraes (2013) on the future of higher education in BRIC countries from the
perspective of the impact of demographics focusseth@ageof students and the resultant
effects it may have on futur@mlments. Guimarédes (201&)plored the demographic changes
and investigated how this affected the demand for higher education within the BRIC nations.
He stated that BRIC countries faced massification in higher education which resulted in new
universities being created and existing ones expanded, but grhoecver that due to

declining fertility levels, diversification ought to become an imperative.

Guimaréaes (2013juestioned how Governments planned to respond to these challenges. The
increase in pvate higher education institutions and distance learning possibilities assisted in
addressing these challenges that diversification may bring. Further, his study indicated that
given the extent of population changes, it was possible that enrolment imegd$ecline or

reflect negative growth in most develomtieties. Guimarag2013)furtherquestioned how

the financing systems operated in thesentoes and providea synopsis thaincluded the

reliance on tuition fees (despite their inequalities) within these BR&Gons.
3.2.1.2 European Member States

The study byKaiser et al. 1992) based on a request by the Commission of European
Community conducted one of the first mgarative studies of public expenditure on higher
education amongst member statestlid Europeancommunity. These countries included
Belgium, Denmark, Germany, France, Greece, Ireland and Italy. Given that efficiency and
effectiveness is driven by the Eh\of resources ploughed into the higher education sector, they
confirm that funding systems differ and these differences have a direct impact on levels of
efficiency and effectiveness of providing higher education to civil society. Relevant to this

reseach project is the focus and descriptions of the different higher education systems and
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financing mechanisms adopted by the member statéser et al. (1992)rovidethreedrivers
for fundingsystems. These include:
71 Input Funding allocated to covertaffing, operationahnd investment costs
1 Throughput Funding: awarded when state aims, sagajraduateutput, are satisfied
and
1 Output Funding: allocated basedthe achievementsf the institution.
Further, the manner in which these valuesds&ibuted include:
Variables that determine allocations
a. Normative Allowances: funding determined by maintaining objective criteria that
are applicable to all institutionand
b. Proposed Budget Submissions: budget submissions made to Government-or are re
imbursivein nature.
Conditions imposed against the allocations
a. Level of Autonomy: determines thestitutions control of policy,
b. Control of Spend: ensure spending is in line with core fungction
c. Financial Control and Reporting Systems: eagioodinancial administratiorand
d. Fund Surpluses and Deficits: finances that need to be paid back or recouped from
future grants.
Financial allocations are controlled and regulated according to governance and accountability
structures. However, issues relateed tuition fees are disparately distributed, with some
member states absorbing the full costs of tuition fees while others vary in their percentage of
student 6s Kaisemetat,il992)t i on (

Within the European member states, all public HE fundegjdes within their respective
National Governments. Most Governments absorbed all staffing, operational and capital costs
that were determined by variables such as funding formulae, incremental approaches and/or
student and staff related data (e.g. enesita, graduations, and the like). Further, whilst all
seven of the member states examined are under State control, a shared costs system exist in
Belgium, France, Ireland and Italy whereby students are billed tuition fees. Higher education

is free in Denmik, Germany and Greec&diseret al., 1992)Table 3.1 below reflects the
allocation methods and provides an indicatdrfinancing modalitiesvithin these member

states.
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Table 3.1: Funding allocation methods in Europe

Country Allocation methods

Belgium Weighted Enrolled Students based on predetermined costs per studdmarpdr of study.
Minimum and maximum subsidy levels exist.

Denmark | Minister determines maximum student intake per course basaéh@d number of students pe
academic staff. Each University has a maximum salary bill and FTE.

Germany | Based on predetermined line items determimgdp rio duct i on functi on|

France Based on Formula funding driven by space, contact and complementary hours.

Greece Budget submissions made to Ministry based on an incremental approach.

Ireland Incremental budgeting based on piyear spend adjusted for material changego student
numbers, increasesic.

Italy Salaries are increased every two years and adjusted for inflation. General expenses are

weighted student numbers.

(Source: Kaiser et al., 1992, p. 47)

Customary funding patterns in European research and higher education underwent a

metamorphosis due to economic and societal ambragnt as a result of intense competition

for the acquisitiorof publicresources. The funding modalities in big sectors like public higher

education became a matter of critical importance. Government officials consistently demanded

a greater return on iegtment for the resources they ploughed into public institutions. In order

to rationalize costs, a number of systems participated to the degree of restricting the higher

education network, ensuring financial sustainability and passing the responsibititye of

universities to their managers (Kaiser et al., 1992).

In addition, JongbloedndVossensteyn (2001) indicate that globally, there is greater emphasis

on knowledge generation in the form of research when compared to teaching. Research is thus

a yardsttk as well as a key criterion for measuring knowledge generation and performance.

Funding then subsequently were based on variables driven by performance. In Sweden,

Denmark and the Netherlands, institutions of higher learning were output funded, based on

awarded degrees or credits that were accumulated over the period. Student enrolments were

al so

utilized as performance indicators

attention in wanting to know how the public purse was utilised artteraaf accountability

and value for money, became contentious (Jongbloed & Vossensteyn, 2001).
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Jongbloed and Vossensteyn (2001) argued that in order foentwdmentbased funding

systems to work, the following conditions had®adhered

{ there shald be no enrolment restrictions;

i transparent and easily assembled programs and course guidelines;

1 curriculum alignment ought to be in sync with the needs of the public education
sector, and

1 the higher education system ought to be supportive of lifeleaqning at different

locations, irrespective of the study program location.

Dougherty, Natow, Bork, JonesidVega (2013), in contrast, revealed that performdrased

funding was linked to an outcomes approach, such as course completion and graduation. More
profoundly, graduate employability formed paot performancefunding. The use of
performance indicatorsnd performance funding which had to drive the major part of the
allocations, however, resulted in minimal incentive funding being set aside to promote specific

targets either by the State or the institutions themselves.

3.2.1.3 Australia

With the use of the data sourced from the Australian Bureau of StatMacginson (2001)
provided a historical perspective of higher education funding in threstaudiures, with the
belief that timeseries data reflected consequences of policy idesishat generally shaped the
future. Marginson compared these to other OECD countries undeptmnieds

1 19611988: Publicly financed national system;

1 1989-1995: A shared costs systeamd

11995 onwards: Current framework.
Marginson (2001) alluded tdv¢ 1990 policy as being one that redefined national interest in
higher education and stated that the objectives of this policy were not to increase funding in
higher education but more so, to reduce its costs. However, the funding of higher education
laggead behind the US in terms of GDP share, although the State took steps to increase its
funding in scientific research and development. Marginson (2001) concluded thatdhney

if routed to operating grants, would generate increased quality and impracitgap

The financing of higher education in Austrakasaffectedby politics, with university leaders
arguing that the constant reduction in State funding negatively impacted their objectives and

shifted the sector to a crisiKing, 2001) These reductions were exacerbated by the
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infrastructural demandbgelowmarketsalaries studenistaff ratios, library support and rising

costs of research. Policy forums that initiated by the state conceded that there was no simple
solution to the prol@ms of higher education funding. However, the policy forum presented
recommendations such as increased government support, alternative support via student fees
and incomecontingent loans as security for universities to get their funding to manage their
operations as alternative optiortéing (2001)further added that other areas consider social
benefits without focusing too heavily on marketadplalifications thats, government funding

and student fees must differ significantly between such areas gf stud
3.2.1.4United Kingdom (UK)

Public Higher Education is generally driven by a set of principles adopted by Governments in
order to drive the resource planning and facilitatioomietthe needs of civil society and
creating a knowledge economyhe United Kingdom (UK)adopted three fundamental
principles to provide higher education suppoamely, access and transformation; quality and
effective teachingand financial sustainabilityBrowne 2010) A study by Greenawayand
Hayne® (2003) indicated that the UK had expandéd higher education sector from 20
universitiesin the 1960s t@lmost100 at the time of their study. This increase in the number
of universities was accompanied by student numbers for the same period shifting from 400 000
to over 2 000 000GreenawayandHayne® (2003)study advocated for fee contributions and
the viability of loans fromstudentsis paramount to the success of the sector. This was a
dramatic shift from the 1960s where tbK universities where almost entirely publicly funded
as compared to now showing on average-thirds of total income(Greenaway & Haynes,
2003) They indicate thathere was a change in thespersionof public funds to universities
with a move from block grants funding towards earmarked funding which was part formulae,
part performancéased. In order to address the challenges in Higher Education, the UK (like
mary other countries globally) assembled tRational Committeeof Inquiry into higher
educationwhich was chaired by Lord Dearing. The Dearing report emanating from this
National Committee that was published in 1997 providedr&mmendationdo the
governnent, some of which included:

1 Graduates in work must contribute to higher education;

1 Loan repayments muberegularisedyy tax agencies;

1 There must be an increase in infrastructure funding, and

1

Tuition fees must be introduced.
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Greenawayand Hayne$(2003)concluded that despite the decreasth@public financing of

higher educatiornthere hadeen arescalatiorof studentstaff ratios, decliningemuneration

and deteriorating infrastructure. They asserted that additional investment nieedbed
channelledto the higher education sector. Higher education financing in England, being
6complex and multifaceted?d, was reformed un
reforms which took effect in 200®earden, Fitzsimons, Goodman, & Kaplaf0p8)emerged

from debates and formed part of the recommendations. Some of the key elements included
graduates who were considered the maneficiarieswere supporting the costs of higher
education. In return for this support, graduates were insuadsadow returns from higher
education, that is, graduates who stem from higher education were guaranteed to find
employment and be appropriately remunerated by virtue of their qualifications, taking
cogni zance that some gr adaubaotuers nwaorukledt Goeuxtpceorm

higher education institutions must see increased funding per head.

In the study by Dearden et al(2008) the extent to which the reforms realized the
abovementioned aims was assessed, with the conclusion that thst mbodent gained the

most from the reforms with increased grants and subsidies which reduced loan amounts. This
directly impacted their net contribution to higher education. Students who were well off and
who opted foloansended up paying more for thejualifications, bearing the full costs of

their tuition and other fees. Repayments of these loans were linked to earnings. The authors
went on to make mention ttie level of deciles for men and womebé¢arden et al., 2008)

These deciles or categorization resulted in the lowest earners being protected by the reforms
and having their debt subsequently written off due to the maximum years of repayment, as
stipulated by the State. Women were provided further benefits frometbem. Graduate
earning differed and increased over time, which ensured that the State received its share of the

investment without necessitating the need fairige-off.

However, Dearden et al. 2008) cautioned that the reformsight have some negatv
consequences and proposed further research on these issues:
1 Students may choose not to participate in higher education;
1 The supply of graduates may be altered this altering the remuneration benchmarks
for future graduates, and

1 The reforms may affe¢he choicesof courses and time spent at university.
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Johnes (2007ktudy controlled by the Higher Education Funding Council for England
(HEFCE) , di scussed Engl and ésaquastnongaverrgmentatr a me wo
organization and serves as a condtween government and higher education institutions
(Johnes, 2007)Their main focus is to work with institutions to ensure quality-edfgtctive
teaching and research, and more importantly, to attempt to eradicate politics from the system.
While the inroduction of tuition fees may bring about changes to the funding mechanism,
Engl andds model I s-baged approashacomeocontingantiobns wenau | a
introduced around 1999 and tuition fees were fixed, but the government allowed institutions i
England to bill students tuition fees based on institutional needs, provided there was a
maximum threshold that was not to be exceddetines, 2007)This flexibility in tuition fee

setting created a variation between universities, ditines (2007adknowledging that both

fixed and variable costs differ from one institution to the next. The HEFCE funds higher
education on performance which covers portions of teaching and research. The latter was
funded by taking into account the number of reseantive staff coupled with some kind of

research assessment.

On the teaching component, the model considered actual student enrolment data that is
weighted dependent on subject choices. Further, consideration was given to the projected
resources required,nown as the O6dstandard resourced6 whi
resourced. The assumed resource toprégramnt o ac
that were introduced together with increases in student enrolment. Allowances wered&so ma

for tuition fee increases. Institutions were provided funding based on the assumed resource on

the proviso that there was a 5% leeway or range when compared to the standard resource.
When the 5% tolerance was exceeded, the HEFCE adjusted studenteanrddta.Johnes

(2007) however, argued that while this formula funding was transparent, the model was

criticized for its rigidity in that it did not consider variables such as diversity.

The issue of diversitwas acknowledged by the HEFCE, who consdet as a key objective

in later modelsJohnes (20073poke of the new model that considered the Full Economic
Costing (FEC) approach and highlighted a key concept when dealing with funding modalities,
which he claimed were incorrectly used by econmnible went on to make a distinction

bet ween O0costs6 an eédudasorapdexpldinet that exgedditures colld g h e r
exceed costs due to efficient production and a funding model that was premised eresedst

system. The latter would eradiednefficiencies and force appropriate spending.
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Further, the variables of a cdstsed model would be consistently applied to all recipients,

while the expenditurbased model would create a variation. The system was geared towards
ensuring two key driers within its mandate, namely, sustainability and avoiding driving
private activity with public funds. Against

efficient system that was flexible and responsive.

Johnes (200Moncluded that when desigg a funding model, the mechanism required careful
thought and knowledge of cost structures. He cited tuition fees as an example and stated that
the model should not isolate differential tuition fees. Further, some institutions would have
higher cost stretures than others due to their locatiomhigtorical capital stockandthey would
justifiably require more financial resources. Where it was seen that institutions remained in
financial difficulty as a result of mismanagement, mergers and takeovers bethe desired

solutions.

The Government of England faced the challenges of providing for the increased demand for
higher education, attaining equity, improving competition and quality research together. Its
guest to reduce costs in the sector promgitecevolution of funding methods over a period of
time. There was, however, no more a common driver when considering mechanisms for the
allocation of teachinggrants than student enrolments. Research grants continued to be

influenced by research assessthaata(Stiles, 2002)

The devolution of higher education in the
Education Act of 1994Stiles, 2002) This Act, which transformed the structure of higher
education, provided the Higher Education Funding Codor England (HEFCE), the Scottish
Higher Education Funding Council (SHEFC) and the Higher Education Funding Council of
Wales (HEFCW), with overseeing powers of the sector within their regions. Each region thus
developed their own funding models to sb#ir needs. However, many Councils inherited the
traditional Block Grant System which was in place prior to the Act. Formulae funding was used
as the main driver for these Block Grants. Other resources generated by Universities included

tuition fees angbrivate research contracts.

Stiles (2002)study investigated the transformation of the higher education system that
stemmed from the Act and concluded that the research assessment exercise promoted
competition in the race for funding in this area. On the teaching g&itiiés, (2002found no

evidence of a link between Teaching Quality Assessments (TQA) and funding, which implied
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that student enrolments remained the predominant criterion for funding. Institutions were
encouraged to consider their financial gain before embarking on any initidtiveding was
only released to institutions that had submitted their staff development strategy which required

focusing on the minority group as well as the career progression of women.
3.2.1.5Canada

In Canada, enrolment guarantees gretern di ng fr om t he St ate, whi
[that] impacts the quality and variety of programs, as well as the academic achievement of the
students throughout t h e). Lecgss(20E2mpara.)4pkoposesas , 201
change to the fundinmo d e | by gWhmat eowene@duidagumentthe® ? | n
middle and upper classes he refers to are those who have more tools at their disposal to be
successful at making the required entry requirements and succeed. Based on the per capita
housew | d i ncome, such students are also -capabl
advantaged students will more often fail to go on to-gesbndary education because the odds
are stacked against them; they cannot afford books, housing, tratispatahe lost income
from a menial job in order to at t)estatedhad c ho ol ¢
highachievers are smarter because theye parentaupport, infrastructure support, schooling
support and t he tolménestrategylfan Canasladirs order f(prefRrgnceasn

1 Students from poorest families with academic merit;

1 Middle andhigh-incomeearners with academic merind

1 Out of province and international students.
Lucas (2012) also proposed 80% enrolment to be within the province, with the poorest families
receiving priority enrolment. No other criteria except gender and ethmeitg considered
Only 20% of enrolment spaces should be allocated to out of providaatarnational students,
who are expected to pay the full costs, this being the equivalent costs of their place of origin.
His proposal promoted free education with enrolment cappindhe believed that with no

loans, graduated students could build dconomy.

3.2.1.6Germany

The German model in financing its higher education sector, accordi@grialaegeand

Schwarzenberger (20Q7jelies heavily on performance indicators as a medngriving

rm

competition within I n entribution formang the majii gat of t h e
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universities resources, the country undertook major reforms in its financing models. Such
reforms filtered downwards to institutions as well, with most opting for a perforrizasss,
formula-driven model. However, éhauthors indicate that while performasazsed funding

has emerged within the OECD countries, incremental funding continued to dominate. The
reasons suggested were for the State to allow for institutions improving their capabilities for
open competition.While the State allocated more than 80% of its subsidy based on
performance data, this level of reliance on performance funding was substantially lower, with
only five universities allocating more than 7% of its subsidy on similar performance indicators.
The reason cited by authors wimked tofixed costs, the bulk of which was human resources
(Orr et al., 2007)

The design of a performanckiven allocation system needs to consider tweatehing facts.

The first regards the range addfinitions of performance indicators. These inclyded
example, student enrolments, graduations and research outputs. They claimed that at both
levels (state and university), teaching indicators are weighted higher than research and
conclude that givethe standardization of these indicators, the design mayecessaly align

itself to the strategic goals at these levels. Secondly, they claimed that divetts#tyegional

level must effect funding mechanisms and reflect distinguishing and ptadiogarability

with regard to performanc®©(r et al., 2007)

Further, from the German examp(@tr et al.(2007)suggested that there has toaseparation
of the values intended for distribution. This separation ought to consider:

1 what extent of theotal resources are subjected to a formula for distribution;

1 the number of performance indicators that could be,set

i the segregation of the sectare. which bands should compete for funding.
In Germany, most university budget allocations are lirtkdtie state model. Thgh there are
a few exceptionsDrr et al.(2007) recommendea level of alignment between state funding
mechanisms and that of a university. The authors claim that if a formula funding model was
to be used, it must align itself the strategic goals of the state and the universibesdt al.,
2007) Germany also had a shared costs system prior to 2000, and following mass protests
during the lat2000sabolished tuition fees in 2014.

The reform of German higher education after the collapse of the Berlin Wall (1989) and

German Unification prompted debate around tuition fees by thd 880s. Kehm (2014) states
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that the rantroduction of tuition fees was seen to assist the growingesigak faced by the
higher education system. However, the reintroduction of tuition fees was supported for those

students who failed to pass in minimum time and who chose to continue their studies.

The funding to higher education institutions in Germanyg Wwased on negotiations with the
government, imparticular the responsible Ministry. A basic budget is guaranteed this

budget is supplemented by taking into cognizance changes in student numbers, loss in income
from tuition fees, and research fundingowever, Kehm (2014);ontends thatlespite the
additional allocations and the comparison to other countries in Europe, higher education
institutions in Germany continued to feel underfunded. This meant that the academic staff were

forced to seek altertige research funding from the private sector.

Higher education in Germany is viewed as a public good and the responsibility of the State. In
the 20162017 academic year, the State announced major increases of financial assistance to
students. Kehm (20}4 however, records disparity in the funding of Higher education
institutions from poorer states, who receive lower funds. The resultant effect is that their
academic staff are paid lower salaries than their counterparts from the more affluent states.
Kehm (2014) concludes by questioning how long Germany would be able to sustain a system
of free tuition. He argues that the debate on tuition fees could at any given point be resuscitated,
and depended on the institutional leadership. Kehm (2014) is conuinaednce there is

general public support, tuition fees will beingroduced.

Over and above free tuition, Germany provides additional incentivasuersiies that rank
well in the Times Higher EducationWorld University Rankings This incentive scheme has
already started tceaptherewardsfor the country with more universities starting to feature in

these global rankings.
3.2.1.7United States

The financing of United States (US) higher education over the past ten years has become a
topic for discussion especially in relation to its spimgl costs and the level of tuition fees

billed to students. These tuition fees, accordinfRéovskyand Ellis (2014) is one of the
primary sources of income at universities, the other being government subsidies. Thus, most
literature stemming from theS focuses on these two areas of incoR&bovskyand Ellis

(2014) study build on political inferences with regard to decigiwaking and funding of
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Colleges in the US. It is the opinion of the authors that additional research funding could help
universities improve their brand and standing, while at the same time augment its budgets to
meeting operational requirements. Their findings revealed that although grants were awarded
based on objective criteria particularly for research funding, politics magspegtially with

regard to the margins. Thepncluded thatunding mechanisms consider and integrate the

theories derived from political sciences and public administréRabovsky & Ellis, 2014)

The BayhDole Act settled a longstanding issue about plagenting of federalljunded
projects and allowed universities the ability to earn patents for their inventions. A2J8ich
Universities earned and profited in acces$%i8 billion between 1996 until 2018royalties,
licence fees and business contracts based on opportutatipstenttheir discoveries.

Companies hired out academics in the field of business, political science, psychology to

provide advice and training to their stafffw.upcounsel.copn.d. para 112).

Layzellb §1999)research links performance to funding outcomes in public higher education.
Performancebased funding emerged as a result of budgetary constraints and the demand for
increased accauability. He concluded that there was a rapid growth of States that used
performancebased funding to allocate resources to institutions of higher learning. He further
added that a critical component of any performamased funding system was alignedtte

availability of data, and more importantly, its integrity.

Layzell (1999)proposed a list of suggestions for decisinakers who wished to develop a
performancebased funding model within higher education. Firstly, he suggested that decision
makes keep it simple. This advice is channelled towards using a minimum number of
performancebased indicators which lead to the development of actual resource
classification/allocation mechanisms, thus linking performance to funding outcomes.
Secondly,Layzdl (1999) advises that communication channels be kept at an optimum and
objectives clarified on a continuous basis. This will ensure that parties involved understand the
development process and therefore know how to meet the objectives and goals s#tdrafore
With each being welarticulated, the implementation of performai@sed funding will be
activated and weflacilitated. Thirdly, the author advises that room for experimentation and
error be provided. This suggestion is fed by the fact thatdalhelapment process is always
meet with unforeseeable difficulties which call for the operation of experiments. Lastly, the

aut hor stresses the importance of | earning
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out that decisioomaking bodies shodl make their own programs from observing the

experiences of others (Layzell, 1999)

The US higher education continued to face the brunt of the recession and encounter budget cuts
of up 20% by the year 2000. US higher education institutions were seen as the balancing wheel
of thefiscus(Doyle and Delaney2009) Thar studyrevealedhat he US government was of

the opinion that higher education could be sustained by students/parents and other sources of
funding to make up for the budget cuts. They further felt that higher education was not the top
priority as compared to the more deservamgas of public spending. The US felt that higher

education funding assisted more the middle and upper class, hence the priority shift.

Doyle andDelaney (2009)add that each State has to allogtg@esources in terms of their
respective prioritiesSo while the USongresslashes the higher education budget, &hate

may differ in their dissemination of the budget. A case in point was that of Florida, lllinois
and Massachusetts, whose higher educatemdng increased despite budget cuts endbte

the central US government. Recently, the trend has been different with all States also slashing
higher education finances. This then meant that this shortfall needed to have been covered by
one of a combination of other funding sources, and mossdter sourced these from students
via tuition fees. But these came with the ¢
education. States no longer could plan yaayear on a stabilised budget system; rather,
University leaders were called to dleath unprecedented volatility in the budget granted. This
meant that athe time, hard decisions had to be made. While making the cuts, when positive
changes were at hand, leaders could not simply enhance programmes as they had to await the
next downturnThis obviously had fareaching consequences and restricted desired growth or

opportune potential.

In short,Doyle andDelaney (2009jecommendations included the following:
1 Where carry forwards funding was permitied r ai ny dapriudeds$ owe
1 New, low-cost, financially viable quality programs should be creatad
1 Implement cost savings andadocation measures.

Myklebust (2012) states thatrass the US, universities have been transforming to augment

their current financial downta due to economic factors. This phenomenon is also occurring

at HEIs across the globe. Coupled with this downturn was the increase in autonomy granted to

Universities by Governments with the transfer of financial dependency and sustainability to
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universiy administrators. Sucmewfound autonomy forced Universities to find ways of

maximising on collections, fundraising and alternative income streams.

Miaod §2012)study examined the best practice of six States across the US and recorded the
prudence whichhe claimed, correctly existed on state funding for higher education. Student
enrolment data was used to fund higher education institutions in tHdiaks(2012)believed

that althougha high level of dropoutsoccurred, graduation must be considered enftimding
framework, thus aligning his assertion to a performaresed funding system. The promotion

of a performancéased funding system, which in effect considers key drivers and variables
such as student enrolment, student graduations; research aundptite ke, is quite popular

globally.

Doughertyet al.(2013)looked at the differences in performance funding of six States in the
US and concluded that their performai@sed funding differed considerably. This comes as

no surprise given that performance funding has been around for more than 30 years. They claim
that only half of allStates have made use of it. The example that surfaces from the US
performance modelrethat it distances itself from the standard enrolment variable and focuses
rather on outputs in the form of course and degree completion. Furthmmeasignificant

factor is the issue of job placement as a variable.

Some states have shown that they do not rely on performance funding but rather focus on
enroliments As partof the qualitative study oDougherty et al. (2013)many stakeholders

hawe beernnterviewed including governmentusinesseaders and higher education officials,

who have acknowledgedthat pursuing a performancebasedfunding mechanismensure

increased effectivenessd efficiencyin higher education.

Moreover,Dougherty eal. (2013)conclude that political structures, values and ideologies tend
to frustrate the success gierformancebased funding. Although structures for the
implementation of fundingdecisionsexist political dynamicsstifle its progressive and

sustainale effectivenesg¢Dougherty et al., 2013)

Tandbergand Hillman (2013) state thaypically, governments fund universities and public
colleges based on the number of students who are enrolled. It also factors in faculty staff and
other resources required for deliverirgglucation Neverthel eosrsi,ent At & da

sponsorship modelds come under increased scrutiny in recent years by government officials.
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Officials argue that colleges must be funded in accordance with their performance based on
outputs. Key performance indicators include job placements and graduationsTretes.
performancewas measured in a number of ways by the various States. Such performance
measures were meant to encourage a chandeehaviour toperform better. However,
TandbergandHillman (2013) found no empirical evidence that supported this claim as adrive

for change.

Results reveal that policy has proven ill effective in expanding associate or baccalaureate
degree completions in states who use performance fu(i@amgiberg & Hillman, 2013).
Performance funding has birthed considerable oversight andrdabdity. However, even
though this is the case, it has not achieved the most basic objective, that all states view as
critical to their performance efforts, which is upgrading degree productivity (Tandberg &
Hillman, 2013) ThusTandbergandHillman (2013) disclosed that performance funding is not

the silver bulletsome people think it is. Rather it may be a red heriiihg. reasons for the
authors drawing this conclusion is that mpstformancebasedsystems are unsuccessful

because they either conceglise incorrectly or are nanplemented as intended.

The US has always reflected success in its higher education sector by reporting that many US
universities are highly ranked by rating agencies worldwNisar, 2015) However, he
cautions that whe these institutions continue to be highly ranked, therevidence that
performance is lagging in comparison to other developed nathissud 2015) study
indicatesthat manystates in the US have built performance mechanisms into their funding
modalities, which were meant to result in positive behavioural influences within universities,
but there has been limited impact or effect on the actual performance of these instEubions.
theviewpointof6 e c o | 0 gy Nedr (2@158ermamn$ the failure of performantased

funding in relation to the complex nature of the higher education sector.

Nisar (2015)mphasized that government, being the key role player in the gaaflggmes,
must intervenén ensuring universities are performing and driving positive results in meeting
t he Stateds objferdigheredacation nBist bet dsstriblutedrby Somegmeans
andhe claims that there are some meaningful lessatgtluld be derived from a performance

based model. Some of these lessons are:
M Itinfluences behaviour;

1 It needs many policy designs buiitt;
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1 It should be flexibleand

1 It should be known that the State is a key player in the ecology of games.
Nisar (2015)concludes by stating that policy designs and mechanisms will only be advanced
when decisiormakers, both State and within Universities, understand and acknowledge the

complexitiesof the higher education sector.
3.2.1.8Czech Republic

Colleges wes under intense political control in the Czech Republic. During thelB98s
funding in academies of higher |l earning adorg
wheretertiary institutions obtained the same funding as in the past year, with a compensatory
inflationary adjustmen{ L er m8 k o v & Urbahkk, [1894) In addition tothat, they
received a bonus contingent on t headvdlable equesH
meansMoreover,other subjective factors apart from rational and professional reasons linked

to personal and politicadontactswere noted to influence linkages with the economic sphere.

This helpsjustify the confusion of funding higher educatiarich in many cases reflects
unfairness, where connections and network come into play, where there is a muddle of
relations: thus, political influences cause the dysfunctional implementation of funding in higher
educationfl L. er m8kovsg. et al., 1994)

By way of illustration, higher education institutions in 1991 attained financial allocations from

the government, just like in pastyeérd. e r m8 k o v § . Tddy okdalned this thi® & g
system of O6basis and i ncr e meenwasnotearmakedland par i
the only set limits involved total amounts of vesgand other operating fundser m8kov 8 et
al. (1999 recordlater that agreatsocial change took place in the Czech Republic significantly
affecting their higher education systenhis shift gives testament to previous claims that the

higher education sector is now moving to favour formilased funding.

The Czechgovernment went as far as to allocate funds to institutions without pointing out the
number of students they shouldueate. Due to this new circumstance, higher education not
only received independence concerning its own management but also obtained independence
as far as their financial management was concerned. For example, in 1990, institutions obtained
separate fundg for research and teaching. Contrarily, in 1991 they received joint funds and
separated them in accordance with their needs. This characteristic form has grown and is

exemplified by substantial diversification of mechanisms through which the monegse¢heh
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students, showing little or no concern for specific social objectives. Thus far (with a few
exceptions), students have made no contribution to their higher education instruction, even
though they do contribute minor amounts to textbooks and otindy snaterials which are

subsided by the government. The cost of education should be judged from a personal

i nvest ment Vi ewpoint . I n other words, hi ghe
measure of this. St ud e ts bf$héir studes wilt makewsenseafn s t C

their level of income redcts their level of education.

Ler mg8kov 8 estatedathhat the(mht®Oot jebsd become a bone of contention
concerning how higher education will grow when state funding is limited. Intense pressure has
mounted to introduce fees to studidsspiterefusal from students. lllustratively, in a poll of

a small sample of 1100, it was plisyed that 39%werefor fees while 61%wvere not foit. The

i ntention behind this move was to make st uc
education,ius demanding a higher investment in quality education through taking ownership

of their own eduation, through whichihe studentsilso take a greater form of responsibility

towards their studies Ler m8k ov g§. et al ., 1994)

3.2.1.90ther studies

Kaiser, VossensteyandKoelman,(2002) listedencountries (Australia, Denmark, Belgium,
France, German New Zealand, Sweden, Netherlands, US, United Kingdom), with a special
focus on the Dutch higher education policy debates. Their study focusedvopublic
resourcesvere distributed to higher education institutions. Amongst tteeseountrie§states,
the Dutch Ministry of Education, Culture and Scieramnmissioned comparative study of
their funding mechanisms and concluded:
1 That changes to funding mechanisms are often resisted;
1 If changes dmccur, they are nosubstantivein other wordsminimal change
materializes;
1 Despitestrong,relevanigrowthincomesourcesthe support fopublidy funded
education has diminished, and
T The funding mechani sms demdndsidecedntdonmar k
as we | perfoanancebasedfiundi ngo.
Kaiser et al(2002 reported that higher education spending in these Stataesa big part of

their respective fiscal plan. Given the significant role of higher education in developing
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societes a large number of thgg 0 v e r n buoegetigdesto higit education spendinghus
governments need to invest in teaching and learning to maintain competition within a rapidly

changing global economy.
3.3 Summary

The financing of higher education as evidencedhis chapteris complex and involves
multidimensionalariables. However, most literatune HEprimarily originates from authors

within the sector. Given that issues pertaining to financing higher education are current, the
literature is in a state of flux. Hence tleisapter has attempted to map the key aspects (decline

in resources, challenges such as access, quality and efficiency faced by higher education,

increasing HE costs) that are pivotal when investigating the financing of higher education.

Generally, goverments decide on the nature of funding allocated to higher education, and their
funding modalities are seldom commended; they are in fact constantly criticised for unfairness
or shortcomingsdespiteHE expenditures globally portraying considerable sintié and

spend trajectoriedn some cases (e.g. certain states in the USA, provinces in thendK
L2nder in Germany), the feder al government
directly, but instead provides resources for other activities aactesearchlhe literature
suggests that across the gl obe, a countryéos
thereby indicating that HE costs grow at a faster pace in comparison to other costs. The debate
around the acceptable percentage aw@itdgher education is determined ttwe Government

in relation to the countryds gross domest.
recognised the inadequate funding towards HE amidst growing demand. While most challenges
within the sector reflect vagommonality, responses to these challenges substantially differ.
One such response to the challengaafessforced governments to expand the sector by
forming new universities; however, another author indicated thaight be possible that
enrolmentrends may decline, especially when costs become so exorbitant that students/parents
would opt out of public HEThere isalso the threat of online platforms negatively impacting
contact educationThe issue surrounding tuition feesd sharedtosts surfagd from most
countries. While some provided free education, there were attenmpigetd toa shared costs
system. The literatureuggests thahost countries are not able to cope with fully funding HE,
especially when the demands for spaces have dramatically increased. This meant in most cases
that either quality dropped, infrastructure could not be maintained at an acceptable level or the

stateimposedset enrolment numbers. Countries started to look at other means including
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scholarships and loans to support the system. All of these have their pros grahdtimsre

is noclear, workable system, thus concretising the notion that higher edacftiancing is
complex. What has emerged from an international perspective on the financing of higher
education is the reliance gerformancebasedor formulaebased funding systems. These
funding systems consider key parameters and variables extremtedhiestudent database

and include inputsand outputswith regard to studenenrolment and throughput data.
Throughput funding, as some authors recommend, is Minestate aims in relation to
graduates are met. In addition, objectivity must be maetiain any modeland subsequent
monitoring and control imposed to ensure good financial administratiomever, asa
researcher also contend that data integrity and accuracy impact the allocations and a strong
and reliable IT infrastructure is paraomd for these funding systems to operate efficiently. This
type of funding system also promotes the levels of autonomy granted to institutions and its
decisionmaking bodiesAgain, pros and cons exist with a performabesed system. Most

statesn the USchose not to use ilespite it beig in existence for many years.

Higher educationinstitutions are granted differenkevels of autonomy which allothem
discretion in the manner in which they disburse the funding. Most have chosen to not use a
performancebasedmethodology and selected a wishsed system or an incremental based
system. Although universities enjoy the benefits of autonomy more sothetr finances,

many authors continue to call on the State to impose regulatory controls and monitoring. In
addition, government officials are starting to demand a greater return on investment for funds
pl oughed into HE. Th inereased atenfioh and scruinytohthetouble p u b
purse, highlights the importance of the isdneshort, the literature on thHmancingof higher
education and the mechanisms adopted reflects a level of consistency across nations. Such
consistencies includa shared costs approach, ensuring increased access, transformation,
infrastructural ugkeep, seeking financial sustainability, scholarships, bursaries and loans,
managing volatility in the sector, alternative revenue sources and government political
interventions. The commonchallenges faced by many governments are mainly driven by
economic downturns.These require innovative management in combination with decisive
leadership.The latter havecompelled the sector to rethink not only légitimacy but to
revolutionise its approach and response to meaningfully increase its resource base. Hard
decisions need to be madde chapter that follows examines the experiences from an African

perspective and looks at available literature on HE financing systems
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CHAPTER FOUR
LITERATURE REVIEW

THE FINANCING OF HIGHER EDUCATION : A REGIONAL PERSPECTIVE

4.1 Introduction

What unfolds in this chapter are the contextual funding realities adopted by Governments
regionally with reference to those nations forming pai$attSaharan Africa. This includes

the Southern African Development Corporation (SADC) countoieahich South Africa is a
member stateAs mentioned in the previous chapter, the key elements, tools and mechanisms
found in these reviews will be used tdically analyse and reflect on tisarrent South African
framework and provide insights for decisianakers responsible for the budgeting and
financial planning of public HEInce again, information gleaned from a regional perspective
informs the sukguestion how does resource allocation in the South African Higher Education
Sector compare to similar sectors abroaa@th perhaps more direct beaming on the South

African experience.

From an African context, studies by Teferra (2013) focus their atteatidche HE sector on

the SubSaharan nations whichre relevant given the location of this research project.
Mirroring the comparative study of Kaiser et al. in 19@tscussed in Chapter 3) were other
related studies that proved relevant here. Thededre a book by Pillay (2010) entitlétigher
Education Financing in East and Southern Afrigehich presents the trends in financing
policies in nine countries which included Botswana, Kenya, Tanzania and Uganda, Lesotho,
Mauritius, Mozambique, Namibia dnSouth Africa, all with varying population sizes and
devel opment <c¢cl assi fi cat i onFsndinglHigheTEldcationrima 6 s
SubSaharan Africaresearckbasedanalysis of alternative financing patterns was conducted

in selected African states within the Southern African Development Corporation (SADC)

region.

While | provide a snapshot of the literature mentioabdve towards the end of the chapter
(seesecton 4.3, p83 | go on to highlight and present the commdayteditord Rillay (2010
andTeferra(2013.
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4.2 Higher Education Funding Experiences from Africa

In exposing a gap with regard ttee academiditerature on the financing of higher education

in Sub-Saharan Africa,Teferra (2013) argue thaAfrican Higher Education has recorded
unparalleled expansion, which poses enormous implications for the economic development of
the region. They exploredine countries, namelyBotswana, Ethiopia, Kenya, Madagascar,
Malawi, Tanzania, Uganda, Zambia and Zimbabwaed focussed their attention on the
different methods of funding of higher education within these nations. Teferra (2013) further
contend that such gpansion was not supported by the appropriate levels of financial

resources.

In the rest of Africa, governments as part of their democratic principles as well as political
campaigningnade promises to universities towards meeting their growth and resoeads.
Governments wanted wordlass universities but were reducing funding (exacerbated by high

inflation rates), thereby making it impossible to compete globally.

4.2.1 Botswana

Within the Southern African Development Corporation, Botswana had shown economic as
well as political stability in the region. Having shifted its focus from basic to tertiary education
(in line with the World Bank move in the 1990s), Botswana establisAedit@ary Education
Council (TEC) to assist with the drafting of its tertiary education policies. The financing of
higher education was a focus of the TEC. Unlike other countries, which have a dedicated
Ministry for Education, and some for Higher Educatia® in South Africa, Botswana,
according to Damanand Molutsi (2013), has a fragmented tertiary education system. Here
public universities reported to various Ministries within government, depending on diverse
areas of specialisation. For example, thel€@ of Agriculture reported to the Ministry of
Agriculture and the College of Accounting to the Ministry of Finance and Development
Planning and so forth. Challenges posed to the Botswana educational system result from the
disjointed interaction with regd to financing decisions and subsequent allocations. These

were due to the lack of coordination between the various Ministries.

Botswanaas articulated bypamaneand Molutsi (2013)lacked a systematic way of allocating
budgets to its higher educati@ector, which resulteth a simplistic incremental budget
approach. This approach entailed increasing the budget allocation according to a market

related or government determined percentage each year. Given the fragmentation discussed
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above and the absemof key variables thaterenormally considered in a budget framework,
DamaneandMo | ut si (2013, p . 14) assert Athat thi:
too many overlaps in program offerimgent and i

bodi es. 0

Prior to the 1970s when government revenue increased in Botswana, higher education was
totally statefunded. However, as higher education costs started to escalate, it became
increasingly unsustainable ftiie government to sponsor bothittan fees and maintenance

expenses in their twenfpur public institutions.

This problem was exacerbated by:

1 the sponsoring of private higher education students since 2007, and

1 Supportfor students with exceptional secondary results to study at regleation

institutionsof their choice globally.

The resultant effects of those financial decisions did not yield the return on investment with
regard to the national labour market demands. The government thus reduced its support to
private higher educatn funding, thereby suggesting that it was seeking new ways to fund the
system as a corrective measure. The latter measures of starting to shrink higher education
fundingwer e al i gned to UNESCO6s (2009) World Cor
that givate financing of higher education should always be encouraged given that public funds

are always limited and will never be sufficient in meeting the growing demands.

The projected exhaustion of resources i n Bo
leading the government to explore other avenues of financing its economy.-€k&maation

calls for alternative models for higher education funding, which Daraad&lolutsi (2013,

p. 28)identify.

Siphambe (2010), in his earlier study on the financing of higher education in Botswana, also
provided a series of initiatives for consideration byBlbé&wanaGovernment, recommending

the following:
1 Anincrease in access to HE and balancing State versus the creation of more private

Universities; this called for cost efficiency within the HE structures;

1 An efficient way of dealing witlthe low loan recovery rate
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1 Substituting grants with more loans pported by vigilance against equity

considerations from poor students;

Increased private funding for HE withx-deductiblebenefits and

Quality standards to be maintained, with the creation of an environment of fair

pricing and live competition.
Damaneand Molutsi (2013) provide recommendations which include a shared cost approach
based on a per capita system; increased revenue generation through joint research, which is
more costeffective; increased private sector contributions and a levy or graidxasgstem.
Further recommendations includéxaintroduction of a student loan scheme with low interest
rates payable upon graduation using revenue services; a fixed percentage of all levies to be
channelled to the higher education sector; a fixed GD& faat higher education funding;
selected funds be pooled and disbursed via an approved funding mechanism, and industry to

collaborate with the higher education sector, ensuring a balanced supply of graduates.
4.2.2 Ethiopia

The Ethiopian Government, its quest to reduce poverty, embarked on a developmental
economic path towards attaining middheome status by 2025. Higher education was
identified as a key driver towards achieving this goal. Incremental increases in relation to its
GDP recorded sinc#995, indicang a demand for higher education. The latter resulted in an

increase in higher education institutions froto 31 within an 1iyear span.

Governmentds policy for the sector required
of 70%of students in science and technology, and 30% in hwsoi@nces fields respectively.

Initially, Government policy fully funded students pursuing higher education since higher
education was seen to have contributed towards poverty eradication. Howevending

focus on pure and applied (70%) versus human sciences (30%) required revisiting, given that
science and technology demanded a larger allocation of financial resources, namely, science

laboratories, scientific machinery and equipment, and othemsabrientated resources.

All funding was allocated to meet the needs of both operational and capital expenses by line
items (ear mar ked) , based on a historical tra
HE sectorThe pol i cy of Ar et ur n esfacadsbeg lgher edacdtisnd s i g

institutions to drive sustainable mediuto longterm planning. Teferra (2013) suggested,
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however, that such funds may have arisen due to multiple factors which included
mismanagemenpoor planning, weak autonomy and the like

Financial demands exceeddéde Go v e r n mplarmed dresources, hence an alternative
program base that encompassed increasing the national budget to the higher education sector;
allocating budget with the use of a funding formula; income generatissguratng norcore
business; increasing universitydustry partnership; increasing efficiency and productivity
through sustainable education finance; granting university autonomy through decentralisation;

introduction of cossharing and benchmarking, aretiucing salary costs.

Yigezu (2013) criticised Government for its lack of coordination and understanding of the
resource implications aligned to the implementation of the funding formula. His
recommendations proposed the outsourcing ofamademic seiges e.g.residences and
catering to the private sector; introducing virtual and distance learning in all public HE
institutions; increasing private HE sectoostsharingto all students; introducing institutional
entrepreneurship; encouraging Univgrsusiness partnerships and increasing pHitamic

funding and endowments.
4.2.3 Kenya

Several studies in Kenyaanda, 20130tieno, 2010;Weidman,200L Wandiga, 199y

examined the key aspects oktfinancing of higher educatipa country which underwent

various policy shifts (similar tohe other African States) in different time periods since its
attainment of independence in 1963om the cited authors, | have selected two studies,
namely Otieno (2010) and Oanda (201@)jch providedpertinent information for this review.

Otieno (2010) claims that Kenya progressed remarkably with regard to transforming its
financing of higher education. I n particul ar
an interesting mix ofgbliccpr i vate financingo (Otieno, 201
stated that private contributions had not been fully exploited. Given that economists and other
commentators agreed that higher education was neither an exclusively private or public good,
and clarified that whenbeginning any financing model design in HE, consideration must be
given to the fext emisapublicwa pricate gdodDtigrio €2010,0d uc at i
56).

The Kenyangovernmenfaced other challenges amidise scarcityof resources in relation to

its distribution of basic education against higher education, where basic education is seen as
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generating fAhigher soci al rates of returno
justifiabl eo ( Ot i emn(8010) skatzd that thg Keny& 6GovernmenOt i e n
distributions were based solely on student enrolmentanaa r bi t raryé unit co:¢
believed that an incentivized system would be a better suited. The loans thgbpvexed for

student s 6 alsapaid idicectly tov#he iastitutions. Otierf@d010) concluded by

presenting a hybrid model that is illustrated in Table 4.1 below.

Table 4.1: Proposed Framework for funding HE in Kenya

i)All students by SocikEconomic Status by Expenditur] ii) Female Students by Soeiq
Quintiles Economic Status
POOREST | SECOND | THIRD FOURTH TOP POOR MIDDLE RICH
Study Areas A|lB|C|A|[B|C|A|B|C|A|B|C|A|B|C|A[B|C|A|B|C|A|B|C
Occupational Clusters
A= Science and Technology. B= Social Science C= Arts and Hu
1.Scholarships =100% X X | X | X
2. GRANT + Loan 80 + (20) X X
3. Grant + LOAN 40 + (60) X X | X X | X
4. Grant + self 50 + (0,y) X X
5. Self + loan 0 + (50,y) X | x
6. SELF + loan 0 (y+40) X | X | X
7. SELF ONLY 0 (yy) X | x| X X | X | x

(Source: Otieno, 2010, p. 62)

The model reflects Otienods (2010) proposal
education in Kenya. In his proposal, Otieno (2010) suggested 7 categories for allocating
funding and draws self-explanatory distinction between Grant, Loans and Self. The author
further proposed a distribution percentage &
(as |Iisted in Table 4.1) referred toStagetudent
or Stateapproved loan funder. Also considered were the financial standing of students from
poorest to richest. Theccupational cluster@espread across three areas of study, Science and

Technology, Social Sciences and Arts and Humanities, repieesas A, B and C respectively.

Oanda (2013) referenced these earlier studies and highlighted the need for a coherent and long
term funding model given that its current historical method was not yielding or responding
satisfactorily to the changing H&ndscape and its current demands. Historically, funding was

allocated to Universities as a block grant based on student numbers (irrespective of the field of
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study) and considered University submissions in relation to its needs. Universities in Kenya
exerienced a drop in funding from Govetd nment ¢
long-term planning difficult. This forced universities to find other sources of income to
supplement their block grants in order to meet growing expenses. Univettsiteebegan

increasing their enrolments deepaying students, as the Government generally covered

tuition for 30% of qualifying students at a level lower than the market. The Government also
provided loan finance for qualifying students; however, thesg Were below the market when
compared to the actual costs of programs, thus producing a shortfall with increased pressure

on the universities.

The Kenyan Government, acknowledging the complexities and challenges around the
financing of its higher edutian sector, responded with various policy proclamations since its
independence. This coupled with its drive to create a highly skilled workforce, resulted in the
government sponsoring tuition and living allowances while imposing a-jie@e public
servie employment strategy. The system worked well with a striving economy that was able
to fully fund university expenses at appropriate levels. With an increased demand for higher
education and a declining government resource base, the debate siiarosgsurfacedand
became a reality in 197Zhe governmentolled out loan schemes (previously only afforded

to studies abroad) via the Ministry of Education, but with little success of recovery once

students attained the qualifications and entered the wogkforc

Despite a declining resource badeGovernmentontinued to increase its allocation to higher
education; however, the costs of higher education increased at a faster pace, putting added
pressure on universities. This negatively impacted univer@itiesa c ad e mi ¢ gual.i
infrastructure. Initiatives to increase resources were placed on institutions and the University

of Nairobi, as an example, created its own private listed company that drove entrepreneurship

to assist its main operations.
4.2.4 Lesotho

Pillay (2010)argued thathe State was required to fund at leagb-thirds of the higher

education budgetlis study considered the areas of the structure, strategic plan, access, State
spending and challenges of higher education in LesotHe provided a series of
recommendations as his study unfolded waiftarticularf ocus on the country/

Pillay (2010)not ed that Lesothods spending on highe
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within SubSahar an nations. Hi s study summari sed
education system, which identified that:

1 The Education budget was around 40% offibaus.

1 The Statdunded institutions via loans/bursaries;

1 Loan recovery rates were low;

1 There was a Lack of Control on the total loan base becausexpenditure was

prominent, and

1 Therewasa high level of bursaries for students who studied outside abilngtry.
Lesothods Council for Higher Education (CHE)
design, quality control, monitoring of higher education sector and reporting on higher
education within the country.s theisgueof demand mo st
for higher education was no stranger to Leso
plan, there ought to be equitable increases in access for students, imginevelgvanceof
higher education and increasing efficieggi Their loan grant bursary system was separated
into payable and nepayable loand-urther, hese loans were categorized per studermdthe
percentage exemption whigirovided an incentive to studentto serve Government after
graduating. For exampla,student offered a loan from Government to study, will only be liable
for 50% of that loan amount if employed by tGovernment after qualifyingtudents who do
not serve Government after qualifyingill be liable for the full 100% loan amourttowever

those who work for the private sector in Lesotho will be liable for 65% of the loan amount.

The Government was at the time of their study, considering other loan options related to, for
examplethefields of study. Table 4.2 belowasextracted fronPillay (2010) since it hag

directimpacton discussionkater in this study.

Table 4.2: Criteria for Loan -Grant Bursaries

Category of Student Payable Loans: Non-Payable
(%) Loans: (%)

Serving Government after graduating for a fjxgarperiod 50% 50%

Working forthe privatesector after graduating 65% 35%

Obtaining outstanding performance and sertirgggovernmentfor five years after graduating 40% 60%

Do not servehe Governmengfter graduating 100% 0%

Fail to return td_esotho after graduating 100% 0%

(Source: Pillay 2010, p. 30
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Pillay (2010) concluded that tiégher education budget ought to have been reduced inrfavo
of primary education. Further, the Government should broaden access to higher education,
create a more equitable and efficient loan bursary scheme and introduskbarosg for those

students stdying outside of Lesotho

4.2.5 Madagascar

Given the limited research that originated from Madagascar, Randriamahenintsoa (2013)
examined their public higher education financing policy and focused on the opportunities and
challenges facing their education sector. Prior to 2000, the low priorigndo the higher
education sector as a result of dwindling stat®urces$ed to protest action and low academic
productivity. These culminated in the neaidlapse of the system, forciige Governmento
implement new strategies to address this criSise subsequent period, 262010, showed
significant growth in student numberfhe gvernmentresponded to this challenge by
providing additional financial aid in the form of bursaries. Regrettably, time delays with regard

to the financial aid reachinggitarget population resulted in added pressure on institutions.

The regular funding system required universities to submit estimates to the Ministry of
Education based on their projected needs. Randrianmahenintsoa (2013) highlighted the
inconsistencies here the budget allocations were primarily based on available resources which
may not have met University needs. Csisaring, in the form of fixed tuition fees, (regulated

by the State and incremented by a fixed rate of 5%), provided the additionahgmabburces

and contributed towards an increase in productivity within these institutions.

The centralised nature of higher education in Madagascar allowed the State to implement

policies as deemed necessary. One such intervention was the freezindewhiagaositions

for over 20 years and escalating the retirement age to 70 years, thus retaining expertise.

Another intervention saw the implementation of recommendations made by international
organisations including the World Bank (2008), which highlightend questioned the
competency of Madagascan pohoyakers, who were often selected based on political
affiliation rather than sector experti-se,

making.
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Randrianmahenintsoa (2013) concluded bisaw by recommending several measures to the
sector that includeeform of HE policies; increased sectbased financial support; greater

autonomy and improved efficiency and human capacity in both Government and HE sectors.
4.2.6 Mauritius

Mauritius tansformed its economy from high levels of unemployment to gercent which

shifted the country from low to middle income per capita st@tshadel 2010) Higher

education could be accessed from either the schooling (primary to secondary) or from prima

to vocationaltraining and was seen as a critical rolegd ay er i n meeting the
objectives for the country. Further, Mohadeb (2010, p.100) argued that higher education
Aundouvotleidnhpyr ove the countryds cth mppoymennti ve e

opportunities, productivity and soci al cohes

Mauritius had a shared costs system within its higher education sector, with the State providing

the biggest share. Mohadeb (2010, p.95) stated that while Goverfundatl most of the cast

of higher educati on,e dtlamMehadeta(2010j comcluded tkat hi g
there wasa growing demand for higher education in the country, and this demand stemmed

from an increased exit of secondary school leavers and those wolkssgwio opted to

embark on postgraduate studies. Mauritian institutions experienced a decrease in its funding
levels with the Government reducing its support to the sector in relation to its GDP rate.
Mohadep (2010, p. 100) added that given the pressure plane@avernment to increase
funding in the sect or -shanrgthshe higther education sectpris e v e n
[ was] the only solutiono. Any decision, howe

financial perspective, was seenb&sng highly political (Mohadeb, 2010).

4.2.7 Malawi

Least Developed Countries (LDC) such as Malawi, require education in order to shift society

and its economy by providing entrepreneurial and commercialised skills sets to maximise their
growth potent i al focuf2dmpgliayeffectiyeRddsir8ngthssweakaegses,
chall enges and opportunities in financing Mz¢
associatedvith providing and maintaining a satisfactory higher education sector, LDCs rely
heavily on foreign support in the form of dorfanding and energised collaboration. Donor

concerns around the management and control of foreign aid resulted in either restriction or

73



reductions in support, such as the case of the UK. Malawi funded its basic and higher education

sectors by meeting albsts, including scholarships.

The introduction of new universities necessitatedstsharingapproach in the form of tuition

fee billing. However, the resistance to the latter billing restricted the State from optimizing on
student fee income. Governniepolicy adopted a shared costs approach, which implied
students and Government proportionally sharing the costs of higher education. This agreement
of shared costs resulted in an increase in 2001 from US dollar equivalent $20 to $326, which
signalled a ral-alignment to higher education cost structures. According to the World Bank
(see Dunga, 2013, p. 186), Malawi by 2010 had one of the most expensive higher education
systems in the world in terms of GDP per capita, in contrast to the lowest studectyrer le

ratio.

Despitetheg o v e r n imectioh @ &inds, the HE sector did not necessarily align itself to
quality education, in that the funds covered emoluments rather than core teaching and learning
activities. Dunga (2013) suggested the follagvrecommendations for the higher education
sector in Malawi:
1 Adjust unit cost by maintaining academic staff while increasing student numbers and
classroom space;
1 Increase resources with the introduction of fee billing with loan schemes to offset the
need of those who cannot afford fees;
1 Given that two universities have a spread across different locations posing major
challenges, a change to the higher education landscape by reshaping these colleges to

form five institutions would assist.

4.2.8 Mozambiqle

Mozambi quebés first higher education institur
universities in 1962, offering a range of progranmgluding Engineering, Medicine and

Surgery, Veterinary Sciences, and Agronomy. The country also witnessassavendemand

for higher education, with the sector increse
in 20060 (Chilundo, 2010, p. 104).

The Mozambican Government financed most of the costs of higher education and catered for

infrastructure, human péal, infrastructure and communication technology (ICT) required,
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with students paying minimal tuition fees. The funding entities included the, $tatate
donors and student€hilundo (2010) proposed a base funding system exclusive to public
higher edication- a system that accommodated funding, one in which private institutions could

access. Students could access the funds on a competitive basis.
4.2.9Namibia

Given that knowledge is the key engine to economic growth, Adongo (2010) stated that
Namibia, as part of its National development framework, set out to transform the country into
a knowledge economy. The scarcity of resources is common in both developed and developing
countries. Adongo (2010) cited three reasons for this:

1 Competition from dter public needs;

1 The nability of the country to raise public revenue, and

1 Rapidly changing curricula and fields of study which resulted in increased funding

requirements.

Adongo (2010pffirms that Namibiais ranked second within Africa, as th&gest spender in

education in relation to its GDP. Tuition fees supplemented Government support to the higher
education setor; so too did donor fundingddongo (2010) recommended various reforms

within the higher education sector for Namibia. Some ek¢hincluded an outpbased

approach to funding; setting expenditure thresholds; creating performance indicators with
formuabased funding and i mproved monitoring; s
that of universities, improving donor fundirdgvolved authority; readjusted spending on each

category of education from ppgimary to tertiary, and creating efficiencies within the sector.
4.2.10 South Africa

In most modern democratic countries, Governments, based on their needs and prioritization
make provision within thdiscus for allocation of resources to various Ministries. These
Ministries are tasked with the distribution of budgets to the various constituencies under its

area of accountabilitft he f ocus i s on one nsiuscthr yMionfi sEtdruyc,a t
i ncorporated both basic and higher education
I provide a brief conceptual outline of S

transformation with ratgawedr e oa df oupntdei dn go vneord aa i
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Steynand De Villiers (200¢) conducted an extensive analysis of the South African funding
framework since its inception in 1953. They cifethgbloed €004)grid as dens tomapthe
SouthAfrican higher educatiofunding into four quadrants. In Quadrants 1 and 2 the funding
mechanism considers performance or educational inputs based on a centralized (State
controlled) approach in which thalocations are tied to educational inputs or outputs of
performance. Quaents 3 and 4 conform to tmearket approach (decentralized or based on
market forces), where tlanding base is determined by the degree to which publicly funded
students or funded programmes are regulayedentral authorities or by the decisions of the

clients themselves (students, private firms, research councils).

SteynandDe Villiers (2007) claimed that the funding used in SA followed various formulae:
1953 Holloway formula which considered remtateon of academic and library staff and
student enrolment with a cost of living allowance for staff; the 1977 van Wyk formula further
included labs, research, and maintenance of buildings. The 1984 first SAPSE Formula for
public Universities, and the 198%APSE formula for Technikons. Both the Technikon and
University SAPSE formula was revised in 1993. A formula that incorporated Earmarked
funding with its emphasis on encouraging particular streantisesftudywas introduced in

1984. This formula contingeas part of the New Funding Framework (NFFsummary of

the different SAPSE funding formulae yields the followisgd Stey& De Villiers, 20Q).

SAPSE (1984)This formula was introduced to consider the needs of the sector in line with
the aspiratias of the State and was subsequertiypgletely markebriented, with almost fifty

per cent of the criteria based on output measutedher, the formula considered Staffing
Costs, Supplies and Services, Building and Land Improvements, Equipment, Bowks)s]

Residences, FTE students and staff.

SAPSE (1993)tn 1991, a review and revisiomere conducted by the Advisory Council for
Universities and Technikons Board. This resulted in the introduction of the 1993 SAPSE
formula, which emphasizegtowth restrictions in accordance witlfestudengpopulation. This

revised formula came into effect 1993/1994.

New Funding FrameworkThe NFF, which was introduced for the first time in the 2004/5
(primarily based on performance), was approveeims of the Higher Education Act No 101
of 1997 inthe Government Gazette (Vol 462, number 25824) of @bwer 2003The NFF

was made up of two funding components: Block Grants and Earmarked Grants. The ratio of

76



these allocations is determined twe Ministry of Higher EducationGiven that this funding
formula is currently in use and that this study is tedawithin the South African context, a
separate section (see Chagfever) takes an irdepth lookand evaluates the mechanisais
the new funding frameworlSteynandDe Villiers (2007) conclude thatunding mechanisms
needed to be reviewed evefiye years in order to avoid HEIs identifying loopholes and

exploiting the framework for their advantage.

The 1997 White Paper on higher education discussésthar key el ement s i

policy. These el ementsliace, innltaeaemwiofh: t he

AShar i ng. So fhhciegohsetrs educati on generates bot |

costs must beowvdrasamantihy IBatuldent s.
AMut onomy in det eRurblniicn ghisghuedre netd uf ceaetsi o n
set their dwweddumhanagé eeheir financi al

l i mited State intervention.

AFunding for .Gewnweirmenedel ifwerrdyi ng of hi ghe

designed ®taLmenstitutional cost s. Fundi

and access.

AFunding as a sfTeerigmgememeani $mndi-ng

oriented one, built around incentives

accoceéawith national social and economi
Prior to 1994, a total of 36 public HEIs were registered in South Africa. Mergers were
considered and implemented in 2004, resulting in a total of 23 higher education institutions
categorised as resch Universities (11), Comprehensive Universitiesaftj Universitieof
Technology (6)Pillay (2010)claims that with the advent of the new democracy, South African
Higher Education underwent major reform in both structure and framewditlkther thre
newly-opened Universities, one in Northern Cape and one in Mpumalanga (Sol Plaatjie
University and University of Mpumalanga respectively, both of which are comprehensive
universities), and Medical University Sefako Makgato Health Sciencesiversity opened
their doors in 2014.

Given that higher education is seen as a responsibility of the State, it is impdhnative

education funding frorthegovernmenis satisfactorily catered forintfiscus Sout h Af r i c

fiscuscontinued to providéhe largest share (approximately.Z®) to the Education sector.

This includes both basic and higher education.
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In other studiesRillay (2010)indicates that South Africa had several features in its financing
of higher education that were unique, sash
T I'ncreased hi gher education budget s ( G
massification and access challenges);
The shared costs approach;
Institutions were given autonomy to generate their own-tiregam income;
The development of a student loan estte called the National Student Financial
Aid Scheme (NSFAS);
T Closer l T nks bet ween Univer sithreegear and (
rolling plans were expected to be submitted to Government, and
1 The financing frameworis underpinned by a funding@fmula.
Pillay (2010,p. 72t oncl uded that SA has reached fAa rel
the development of its higher education funding mechanisms, particularly with close links
between its planning and budgeting processes, and its iraptation of a relatively simple
f undi ng Thitom Faes)aecording to”RAVC (2014)remained a key source of revenue,
in most cases second to State grants. Tuition fees were around 3i8caibinedrevenue
of all universities. Individually, tuition fees hover between 28486 of total revenue for most
HEIs in South Africa. An eyeatding olservation was that between 204:9d 2012, tuition
fees increased to R15, 5 billion (202®12, 2 billion), representing a shift of almost 27% over

the threeyear period. This was largely attributed to the increase in student enrolment.

Of the HEB, traditional universities tuition fee income was around 27%, comprehensive
Universities around 39% and Universities of Technology around 32%. This meant that for
HEIls, almostonethird of revenue was from tuition fees alona substantial contributiorot

the resource base of HEIs.

Tuition has remained one of the primary income streams for Bt Teferrg2013)adds

that during his student years, an increase in fees was coupled with student protests in the streets
and that At his hdialn ynnoar ehda.p pHins ssot divaedcgiemt pr o
the national 2015 #FeesMustFall campaign, which not only rejected an increase in fees but

called for its abolishment in South Africa.
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4.2.11 Tanzania

Ishengoma (2013¥tudy confirms thaffanzania was another SADC state grappling with
financial challenges in meeting the demand for higher education against other public sector
needs. He asserted that the model adoptébddgyovernmentemained largelistorical. The

limited socalledii nnovativeo approachefisuntsa st &in anoldee
unr e alSinetld6t, the shared costs approach (like Malawi) was the norm in Tanzania.
Students had a choice to pay tuition fees with no restrictions on them aftertigradua&ould

choose fullyfunded loans with restrictions. Tanzania, in its quest to developuithneeded

human capacitddpyysarmdeps edmat Afat h atkedoa bduurasla rpiuers
which covered all costs, had tviold implications Firstly, students were channelled to selected
gualifications in keeping with the governmer
and locked these students to government employment for a minimum period of five years. The
latter provision allowedhe governmentto recoup its loans via monthly salary deductions.

Students with great financial need opted for these bursaries.

The governmentbolished thigtied bursary s y sy 13¥4mand took full responsibility for
financing the sector. It did soylimposing a thregear obligation to society: the first year
involved mandatory national service followed by two years of civil service. By 1980, this
model became unsustainable, forcihggovernmento revert to aostsharingsystem which

is currentlyin use.

In 2008, Tanzania shifted its higher education sector from the Ministry of Science Technology
and HighelEducationand created a staradone Ministry of Higher Education and Vocational
Training. This strategic reshape supported its 2025 development vision in emsymioged
human capital growthOne of the critical areas foses on shifting the country from least to
middle-income developmentishengoma (2013) states that the declining higher education
sector did not lend itselbtthe realisation of the 202&sion. The model adopted in Tanzania

allowed universities to submit budgetary requests to the State.

Since 2008, the State allocation consistently increased by approximately 10% per annum.
However, when budgetary requests were pitted against the State allocation, a funding
deficiency for universities emerged.iesiohi s sy

seek alternative funding streams. The positive -gffinfrom the latter saw universities
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attracting foreign donors, and collaborating and forming partnerships with other universities

worldwide to ensure and maintain their financial sustainability.
4.2.12 Uganda

MusiseandMayega (2010yalidate thatJganda has seaygreat demand for higher education

with successive enrolment increases (30 000 in 1995 to 109 208 by 2005), coupled with
increaseajovernment support to the sector by almost 3,4 timeslation to its GDP between
1991-2004. Higher education was funded from three sources: Government, Students/Parents

and Donors.

Post1 996, the Ugandan government wunder went ref
All (EFA) campaignand created new molities aligned to this campaign. This campaign
prioritized primary education and promoted private resource support for higher education. The
Ugandan Government initiated the Education Sector Investment Programme in 1998, with one

of its key outcomestodeuce public expenditure for t he
deliberate move by the Government to encourage public universities to generate resources from
private sources, as well as encouraging the private sector to play an increasingly significant

roein the provision for higher educationo ( Mu

MusiseandMayega (2010) recommended a range of initiatives, including mobilizing greater
private support for student fees; equitable subsidies taking cognizance of the insticatsbna
structures; promoting universities to set their own fee structures, and forcing institutions to
provide the true cost of educatidbboko (2013) emphasised a direct relationship between the
levels of funding in higher education, from whichever seusnd is delivery in relation to

the quality of programs, staff, infrastructure, libraries and student facilities amongst others.
Unfortunately during the 19704)ganda provided inadequate funding to its HE sector, which
negatively impacted the areas listed above. Further, a greater consequence saw Ugandans
almost excluded from HE during this period. While stability ensued thereafter with the
injection of resource$o the sector, another challenge surfatetiat of rapid demand and

increased enrolment, negating any increase in funding provided by the state.

Due to political influences and its resultant mismanagement of funds, donors earmarked funds
and imposedtsr i ngent conditions did not align wi

substantively the main operations of universities. The funding shortfall provided universities
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with the opportunity to maximise on its autonopandthey were given freedom to enhanc

their resource base. As such, the concept of commercialisation and entrepreneurship within
universities started to emerge. Some of these initiatives included areastofitting the
introduction of evening classes, innovative budgeting frameworks taedlike. Soon, the
international community, having seen these efficiencies emerging, increased collaboration and

support to the Ugandan government and its HElIs.

The government, based on its 1995 Constitution, phased in its policy of wholly providing for
student welfare and implemented the shared costs approaadtuaktackpolicy, where some
students fund their own studies, as a result of the considerable demand for HE against the
limited and reducing state resources. At one point, Makerere Uttiversi Ugandaods
which was fully governmergupported, relied heavily on tuition fees as a major contributor to
meeting its expenses. Staff and student increments must be approved by Government,
signalling a centralisation of the HE sector and impgatstitution autonomy. Oboko (2013)
recommended that Universities have full autonomy to plan strategically. He further suggested
the introduction of a formuthased funding model to steer institutions in line with government

goals for the sector and theuntry.
4.2.13 Zambia

The literatureon the financing of higher education in Zambia was scartd almost nen
existent (Masdi, 2013). Posindependence, Zambia (1964) depended on its copper mining
resourcesnd recognised education as a key drivesriog about socieeconomic change. In
developing these human resources needs, Government made substantial investments initially
towards the formation of the University of Zambia and later, other public universities. These
institutions were supported witlheir running costs, financing tion, accommodation and
meals.The growing population exerted a demand for higher education, which resulted in
increased costs of providing HE services. The initial financial model thus became untenable.
This situation ledo policy changes that encompassed-sbstring, loans and other revenue

sources.

Despite the positive impact on the financial sustainability of the sector, these policy revisions
especially cossharing and loansvere not welcomed by civil society. Thimeline for policy
implementation from the initial proposal stage took several years. Thus Zambia, like most

African countries, found it difficult to respond immediately to the challenges faced by its HE
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sector, thereby prolonging decisive interventiodsa mbi ads bi ggesttochal |l e
balanceghe support to University salaries against the retention of its academic staff. The tension
resulting from unattractive salaries resulted in a brain drain of its highly qualified staff, who

chose lucrative incentives abroad.

Further data on costharing which used a sample of over 378 students, revealed that students
began to appreciate the benefits of ensuring a-fuligled university system against depleting
government support in lIine with the |Wed | d Ba
his study by calling for a change to the funding model, highlighting thatdkesharing

approach remained insufficient.

4.2.14 Zimbabwe

In the examination byMpofu, Chimhengaand Mafa (2013 of the financing of higher
education in Zimbabwe, resrce scarcity was identified as a prevalent issue dhemcrease

in the number of public universities.

Despite the Zi mbabwean Governmentoés obligati
economy reduced the education budget to low priorityst&Vhile awaitinghego v er nment 0 s
funding rescue efforts, Universities were forced to seek alternative funding sources in order to
ensure continuity in their operationshe The ¢
go v e r n mghdraw@alsof ban and other financing mechanisms, forced students to foot the

total bill for tuition. This pressure for students to dalid their studies resulted in a major drop

in student enrolmenfThe governmentr e sponded by introducing a
cownter this dropout, which in effect provided tuition fees for undergraduate study on
prescribed conditions relating to-&ervice within the country for an equitable duration.
However, some students opted to relocate and study elsewhere since they didtriot lve

bonded to the scheme. Those students wanting to ppostigraduatestudies were hampered,

in that the scheme was | imited to undergrac
proved challenging: the Government often delayed on their praoshipayment. The latter

forced Universities to curtail spending which impacted academic quality. Mpofu et al. (2013)
proposeda greaterindustry-university collaboration. Further, they favoured and recommended

a system similar to that of the South Africaatidnal Student Financial Aid Scheme (NSFAS),

which provided scholarship, bursaries and loans to qualifying students.
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4 3 Editors6Views

The above sections provided a synopsis of academic literature on various African nations that
featured inbooks edited by Pillay (2010¢ntitled Higher Education Financing in East and
Southern Africa,and Teferra (2013)entitled Funding Higher Education in Su®aharan

Africa. Here, | present the views and opinions extracted from these books by the twa edito

4.3.1 Higher Education Financing in East and Southern Africa

Pillay (2010) summarises his edited book by providing a detailed analysis (seeGtbayer
11, p 223232) ofgood practices possible lessons and remaining challenggsasserts that
i dnding mechanisms are especially important in shaping higher education outcomes in areas

such as quality, efficiencygnd equityand system responsivene$2010, p. 223).

He further argues that there is evidence which suggelktigherf@ducationifiancing in the
countries considered in this study is often inadequate, and almost everywhere inequitable and
inefficientd (Pillay, 2010, p. 224) In response to the resource challenges facing higher
education, most countries examined have opted for rafiftwards a costharing model in

the formof tuition fees and attountriesexpandedheir private higher education seciétillay,
2010).The private higher education sector operaiaa for-profit system. However, Pillay

(2010) indicates that the quality of private educatwas questioned from countries like
Mozambique and Tanzania. Further, he asserts that throughout east and southern Africa, there
is an overall lack of regulatory frameworkith regard to private higher educatioBther
dimensions recorded by Pillay (2010) include the entrance of international service providers in

several African states.

On the other hand, with the public higher syst&iiay (2010)states thafinancingin most
African statess simply inadequat&oupled with this funding shortfalls, thexperience gross
inefficiencies with no link to sector planning and budgetiidjay (2010) placeshe blame
solelyin the hands of weak education departments un@eMihistries of Education wbh

simply choose tadopt an incrementdldased approadinked to the countriganflation rates,

or assign budgets based on input factors such as student enrolmbrésr e i s no ASYy S
funding mechanism suchasafunding r mul ao (Pi |l |l ay, 2hOweG; p. 2
admits Pillay (201Q)is an exceptiorof its higher education systenii have establ i sh

necessary planning capacity for higher education in the Ministry of Education, and/or

appropriate budgetafyameworks for the countysa a whol eo (P)i I | ay, 201

83



Although some African States provided loan schemes for local and international studies,
recovery of these loangasa challengeThe fact that no serious efforts were made to recoup
these loans led tarite-offs, which ultimatelymade higher education freRillay (2010) also
asserts that these loans were inequitable and favoured the more affluent s\Wiéats.is
evident that higher education financifigg characterised by inadequacy, inefficiency and
inequity. Nevertheless, there are several examplés 6 good practiced th
countries may want to study and possibly emudate( Pi I | ay, 2010, p. 226)
practices include:

1 SomeStates fund more capital expenditure and expects private households to fund
operational costs;

1 Not all public institutions are funded the sam@riority given to institutions that
provide greater social returns like teacher education;

Costs sharing is introduced in most countries to bolster institutional revenue;

1 South Africa as a case in poinses a means test to provide loans to historically
disadvantaged studentsenya is another example of driving an effective loan scheme
and

1 In South Africa there is a close link between planning and fundaogh from a
government and instituti@perspetive.

Possibldessonghat Pillay (2010) highlights include:

1 The higher education sector must imprdiveability to increase grevenue;

1 There has to be some level of eekaring builinto the system;

1 The development of a funding formula thatesponsive to the funding constrairgs
necessaryand

1 The SA system drives equity and efficiency and promotes institutional autonomy.

Against the above practices and lessons, Pillay (2010) provides key actions that need
consideration when developinguntling model. These are:

1 Keeping the model design and its formagample;

1 Consuling widely and provithg substantial training;

1 Developng effective data management systearsd

1 Monitoring and evaluatig outcomes.

Pillay (2010) concludes by providing aykehallenge faced by African poliaypakers to

ensure the most efficient use of limited resourcesendniving social development.
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4.3.2Funding Higher Education in Sub-Saharan Africa

Teferra (2013koncludes that the massification of higher education in SADC regions showed
a trend of people wanting to create a better life for themselves, their families, and their
economy. He further stated, however, that knowledge (creation, dissemination antiomjova
required high calibre human capital, conducive infrastructure and its maintenance, as well as
recurring operational expenditure, which required extensive financial resources. Given that
financial resources could never be in abundance, this had @ degative impact on the
development of the regioifeferra (2013)claimed that the financing of higher education in

Sub-Saharan Africa is particularly challenging when compared to the rest of the world.

The challenge in African countries with regaal the financing of higher education was
dependent on its obligations to civil society ranked by State priorities. Thus, the higher
education sector relied heavily on shared costs and/or philanthropy in order to maintain
financial sustainability. In some s@s within the African continent, the State was the primary
resource provider that bore all costs, while most countries followed the shared costs approach,
with their resources is complemented by a secondary source, tuition fees. Teferra, when
interviewedby McGregor on his book, argues that in some countries, the majority of students
in public universities are able to afford tuition fees as they come frormowfelf f ami | i e s :
there is every reason for the country or the institution to generate monehé&serindividuals,
but they do n@e¢ferraZDiB) t i on i s freebo

Teferra (2013) goes on to highlight the following:
1 The financial strain within the HE sector was faced by every coun8yl¥Saharan
Africa,;
Free higher education is untenable;
Higher education is of critical importance to letagm development;

Higher Education is thkeyto generating knowledge;

== =a A -2

Invesment in higher education especially for developing nations is of paramount

importance to the eradication of poverty;

9 Infrastructural facilities in most HEIs iBub-Saharan Africa are in a poor staded
additional resources are required;

i Africa faces a dal challenge in that it needs to balance access while maintaining

quality, and
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1 Thereis a need to diversify the resource base of HE througbltaréhg and develop
innovative ways of responding to the demand, with the introduction of sustainable

funding and loan schemes.

4.4 Summary

What emerged from the literature is that most of the Governments in Africa adoptysehve

or greater turnaround time between actual policy discussion and implementation thereof. This
long-drawnout process may have serious negative consequences, thgerthe higher
education landscape is consistently subjected to changes and new challenges. Further, there
was much reliance on an incremental budgeting system that was simplistic. Governments in
Africa started to question the return on their investmeut @olicy changes with regard to
funding students continued to evolve, suggesting two things. Firstly, the resources were not
able to sustain the costs associated with supporting students and segovetiymenofficials

were monitoring their return omvestment. Higher education, as indicated in the literature, is
neither an exclusive private nor public good, suggesting therefore that it is a shared
responsibility. Some of the recommendations made from these studies need to be given serious
thought andeven implemented across Africa. Later in this study, | will reiterate the ones |

found most interesting and add on others that | belreed implementation.

Economic growth seemed to be the driving force behind policy decisions with regard to
financing higher education. Historically, most economies were able to fully fund higher
education sincéheyrecorded low demand and low cost. However, given the surge in demand

and cost, it soon became unaffordable. Over the years as the demand grew, Governments
started to see a decline in economic growth, and a massive increase in demand for higher
education; the costs of delivering higher education started to increase at a faster pace in relation
to the countryds consumer p rfaciors, dictated ghiftsin Th e s €

policy decisions with regard f@nancingHigher Education.

In addition, the World Bank (2013lggests that Governmentsust increashigher education
capacityto caterfor the accessdemand. Teferra (2013) however, argue that very few
countries, especially in Africa, are in a position to increase their allocation to higher education
given the desperate state of both primary and secondary education, in addition to other societal
challenges that these governments facehdg concludes that foreign and local donor support

is the only other avenue that can assist higher education to come anywhere close to meeting
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the higher education challenges in Africa. Donor funding, however, comes with restrictions,
and gifts are comonly earmarked for specific purposes, which does not provide University
officials with theflexibility they require to assist with main operations. Some even insist on a
nil administration and overhead charge. These donor funds are also not recurrkiniy iasu

further uncertainty for University planning and sustainability.

The main claimemerging from the African studies that financing higher education a
expensivéusiness against a shrinking resource base that goes way beyond money and includes
several other aspects. Some of these aspects are the infrastructure, equipping laboratories,
security, cleaning and maintaining a payroll of academia and support stadfraré2013

affirms that in most countries in Africa, finance allocated to HEIs has been consistently
decreasing. He (2013) maintains that contrary to the trend in Africa, South Africa is increasing

its share to the budget in favour of HRurther issuethat impact HE in Africanclude lack of

capacity to use resources; red tagi@geexpansion that sees more funding spread more thinly

across universities, and the generation of alternative incdeferra (2013)qualifies his
statement on 06rhiys panage mgntout that this 1 s |

of capacity to effectively manage institutions.

Al t b ac h 6 {sedlTalerra(20t3; pdxywontends that while the rest of the world adopts

an fAiron | awassifiegignin digherredudation, Africa lags behind at the
developmental stages of this procdds. further asserts that Africa faces challenges with
regard to the growing access demand and the rapidly changing higher education environment,
with particularemphasis on #hcritical role of research within Universities as a core driver

to achieving excellence, while moving towards a knowldolgeed economy. In order to
attain the | atter status, the uniqueness of

tod’ive the continentds funding mechani sms.

As a central ar gume n tTefarra (2043, p.ty)theohiséatisn révalvese wo r d
around the question of free higher educati ol
This would (if it already didhot) lead to those who can afford these fees (though exorbitant),
choosing to rather attend the growing and popular private higher education institutions rather

than attend public institutions that are not able to maintain their infrastructure, infarmatio

technology, academic and support staffing depth to acceptable levels.
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Although universities in South Africa share in their commonality of student uprisings, historical
legacies and imbalances continue manifesting itself within the furfichngeworks. However,

South Africa has continuously transformed its funding modalities by keeping the good policies
and replacing the ones that did not suit cu
higher education system is often commended fmoainy authors for its uniqueness. The funding
formula here has changed almost every five to ten years. Other than the funding model, the HE
landscape has also experienced major changes with mergers, creating Universities of Technology
from standard Techndns building new universities. Ofate the current new funding
framework, as it was labelled, is under review and consultative processes have already begun.

The ministerial task team is also considering the debate around free education.

The next chapter discusses the theoretical fraoniethat underpinned this study.
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CHAPTER FIVE
THEORETICAL BACKGROUND

5.1. Introduction

The allocation of resources would not be a problem if resources in HE were not scaise, that

if abundant resources allowed every request for resources to be satisfiedrmsfdhapter
presents the theoretical background that underpinned this study which was guided by the
purpose and objectives set out in Chapter One.iflin@vations associadewith the work of

Herbert Simon (1959), Luc Boltanski (2011) and John Rawls (1985) are described in this
chapter. Each innovation addresses different important aspects of allocating scarce resources

in such a way as to maintain and uphold a positivetirtistnal effect.

5.2 Complexities of Resource Allocation

Given that resources are never in abundance, a major challenge for resource allocators is the
avoidance of conflict. This arisevhen those petitioning and bidding for scarce resources begin

to seek an advantage by disadvantaging their competitors. For instance, a total university
budget cannot satisfy all of the demands of its different faculties and support units. In a typical
Owi sh |l istd system, this r eddepattnsentallbudgsets,mh di s
the hope that the amount actually required will be gained desp#®acks by the resource

allocators.

A further distortion occurs when disciplines actively question the right of other disciplines to
their budget demands. T$e strategies distort communication in the university and result in a
compromisegudgement by the resource allocation body or committee. The overall result is a
deliberate move within the university in which resource allocators change their procetiures af
knowing that their resource requesters are not transparent. This, jninentivizes the
requesters to refine their exaggeration. What this does is that it creates a situation where both
sides seek to act upon the action of the other side in araeaximize their desired outcome.

In the course of this process, the actual data and the principles of ratdgerhentunderlying
resources allocation under conditions of scarcity, are compromised or abandoned in favour of
power struggles. The resultagifect of which produces a kind of legitimacy attached to the

victor rather than to thefficient, rational,objective process surrounding resource allocation.
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During the 2@ Century,governments were increasingly pressed to recognize social demands.
Since governments are constrainedhair spending by their only source of income, which is

the revenue base, they had to seek and embrace several innovations that could legitimize their
resource allocation processes. This, in the face of often militaral s'emands while at the

same time maximizing social justice in their outcome. Thus, striking a balance in such a way
that those whose demands were not fully satisfied would not feel aggrieved or discriminated
against, but recognize that budget ratiormdits bythegovernment is done in the interest of a
higher good.

5.3Innovation over the Centuries

5.3.1 Herbert Simon (1959)

Simon (1959), the literature reveals, combined expertise in engineering and management,
whi ch resul ted I n an i nnovative model of [
conceptual revisions to organi z alebestkknovmh eor vy,
Satisficing is described as an alternative to maximizing demands and satisfaction. Maximising
behaviour seeks to increase the current advantages and opportunities to their fullest extent.
Simonbés satisficing ar g wmaxsnisihghsdockedinmooashorizoa by s
of shorttermgains and goals which, if achieved, would have an overall diminishing effect on

the number of opportunities available in the medium term.

Whi | e many el aborations o f deckionmakeré swithima x i mi
organisations towards rational behaviour and choice as a strategy in the process of achieving
goal s, other resource allocators detracted
familiar from the destructive and negative catifoon that ofterdeadlocksanstitutions when

recipients of resources actrmaximizerd§ or t heir own i nterest or th
As noted, satisficing combines the terms 06se
usual defaul principle in thecondition of a scarceresource which is, of course, shtgtm

maximising or seizing opportunities before others do and monopolising them once they are

attained.

The emphasis Simon meant to captoydaheidea of satisficing is on inmation including the
i nnovation required by dédmaking dob. The sta
illustrated by the man whose belt breaks and who removes his tie to keep his pants up, thus

attaining a solution to the original problem. $mcontrasts this with the maximisers who will
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wait with his trousers around his ankles, for however long it takes, for a suitable replacement
belt to be found. Maximisation has the unintended consequences of locking the maximiser into
stereotypic or ideadolutions, whereas satisficing invites creativity. Satisficing then is in the

interest of a broader value of keeping an overall process moving in the direction that its most

comprehensive norms dictate.

The lesson for scarce resource allocators witighdr education is that flaws or friction are
seldom theesultsof design failures of the rules or constitution of the system. The ideal ground
rules and policies always encounter varying degrees of friction simply because they demand to
be implemented. &h implementation requires concerted action and alignment between
diverse components. These components will not become better aligned by revisiting the
constitution, the principles or the vision of arganizationsince modifications at this level
presentheir own unigue challenges once they reach the stage of implementation. Satisficing
is aimed at innovation and improvisation on the level of implementation such that actual
problems are solved in line with the principles and spirit of the organizattbowtihavingo

revisit and seek to revise this constitution constgidtly de la Porte, personal communication,
July 79, 2018).

5.3.2 Luc Boltanski (2011)

Luc Boltanski is a disciple of Pierre Bourdieu, one of the recognised sociologists of the latter
half of the 2@ Century. Bourdieu studied the overall processes and practices by which social
goods become concentrated, capitalized and hence scarce and relatively inaccessible
(Bourdieu, 1988; Bourdieu & Wacquant, 2013)

The impact of Bourdieu on thoughts about social justice, access to opportunity and the
distribution of powers came from his critical perspective upon unmasking the mechangm

secret processes that organize and concentrate social goods in the hands of minorities and élites,
leading to the diminishing of opportunities, social justice and the legitimacy of institutions.
Boltanski (2011), however, criticizes the unmasking Bourdieu performs from the detached
perspective of the social sciences and model builder. Boltanski wishedacereptiques of

society and thetatus quawith insights that will allow for a greater activation and an expanded
role of what he (Botdndkis Théeenot, 1999 Boltanskijllesacialt y 6

institutions and practices are equipped to change aedalaate themselvdritthese abilities
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require circumstance and not simply the decision of a critical sociologist (or executive

manager), to activate.

Boltanski 6s ( &théarécpgniion af humanreguality.@y thighe does not mean

the result of some process of recognizing On
humans arrive in society at birth with mandess comparable assets and liabilities. Thias

the basis of human demands upon institutions, rules and practices when these seem to favour
certain persons. The usual justification for this favouring is that certain persons have been
prepared to sacrifice in abiding by the rules and demands aoéiartpractices in order to

become acknowledged and accredited as members. This membership provides access to rare
opportunities capitalized and maintained by the institution in which they appear somewhere
along a scale of membership that Boltanski dalls e i o r d e(Boltaoski & Whewerioty 0

1999, p. 364369).

Hence a waiter does not feel an aggrieved sense of social justice at the professor of Theoretical
Physics dining at his table because it is clear that the steps taken to arrive at the condition of
professoralong the order of worth within the scientific establishment are difficult, extracting
genuine sacrifice of effort and time. In addition to this, the ungrudging legitimacy granted by
the waiter to the professor must turn upon the fact that the opportafigcome a professor

of TheoreticalPhysics is kept widely available to anyone in that society willing to undertake
the necessary steps. This accommodates the initial postulate of human equality and allows the
institutionalised order of worth to answletquestionwhy am | not youWith the answer that

you can be me if you are prepared to do as | have.done

The above scenario is Boltanskids way of hi
consign individuals to different roles even though thestitutions are designed to give

everyone an equal starting point. It is a fact that inequality prevails over equality in every
society; therefore the role of open institutions or accessible orders of worth comes under
suspicion because such institutiov@urally generate inequality. This, on the premise that the
privileged statuses within them are not élites but are in principle accessible to all. It is the extent

of this access that interests Boltanski, just as the extent of exclusion that was cyelaeed b
capitalization of social goods by élites had interested Bourdieu. The critical capacity or the
ability for institutions to revise themsel ve

He identifies six orders of worth in his French society arakes explicit the demands they

92



make upon those wishing to enter them and maintain themselves within their legitimacy. These

six orders of worth are summarised in Table 5.1.

Table 5.1: Six Orders of Worth

Inspired Domestic Civic Opinion Market Industrial
Mode of evaluation  Grace, Esteem, Collective Renown Price Productivity,
(worth) nonconformity,  reputation interest efficiency
creativeness
Format of relevant  Emotional Oral, exemplary, Formal, official Semiotic Monetary Measurable:
information anecdotal criteria,
statistics
Elementary relation  Passion Trust Solidarity Recognition Exchange Functional
link
Human qualification Creativity, Authority Equality Celebrity Desire, Professional
ingenuity purchasing competency,
power expertise

(Source: Boltanski and Thévenot, 1999, p.368)

Boltanski and Thévenot (1999pstulate a situation where individuals who have formerly
cooperated in pursuit of a common goal now find it difficult to carry on together. This can be

the result of accumulated grievances based on unfaiomgssquality between the partners.
Division quickly occurs in which each party brings together the various elements from the past

or present experience to form a perspective of what has gone wrong. In articulating these
perspectives and voicing thajrievancesthe parties become involved in a dispute between
incompatible portrayals of the same reality. It is the ability to manage this process of voicing
alternative diagnoses of why the organisation has broken down, that distinguishes the order of
worth.

An example illustrating the above would be a collision in traffic whereby each driver would
have their own set of reasons for being dismayed and annoyed. Hence, they formulate these
reasons to accusmeanother of being at fault. It is the ability tdtshese reasons into relevant

and irrelevant beyond the perspective of the contending individuals that characterizes a durable
order. Hence a driverods sense of a run of ba
state of mind playa part ingiving the event of the traffic collision However, the other driver
cannot be made accountable for the sum of these aggravating misfortunes but only for
disobeying traffic signals or being negligent in driving an unroadworthy vehicle. It is a question
ofwhat i s 6admissi bl ed t ofaulaand innooencd, penaities amdo u r t

liabilities.
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It is this admissibility that characterizes
conceptualisation in Table 5.1. This can be simplmed up as legitimate grievance or
criticism arising between the institutions and its surrounding society. By retilgpgtesthe

orders of worth entertain dissenting points of view within themselves and develop techniques
for re-establishing ceoperaton on theresolvedside of the dispute (J.P de la Porte, personal

communication, July-B, 2018).

Critical capacity arises when an issue is brought into focus by contending parties which cannot
be satisfactorily resolved inside any of the orders of wdftthis issue is sufficiently grave
encompassing and urgent to demand a solution or penalty from its society, then orders of worth
will begin operating beyond their customary boundary and collaborate in order to resolve the
issue. This collaboration bigs the unfortunate consequence of duplicating and hybridizing the

internal mechanisms that each order of worth has for resolving the disputes.

While collaboration may effectively address the broader threatening issue, it will also have the
effect of undecutting the uniqueness and internal legitimacy of the component order of worth.
If, in this state of where no boundary is found and the orders of worth begin to function more
effectively than previously, then they face the challenge of incorporating ga@se into

themselves while retaining their identity and stability.

Boltanski s project extends beyond his work
the conditions under which challenges become repackaged. The university as an allocator of
scarce resources to its constituencies can learn to recognize the ways in which its internal
conflict may be managed into processes that allow it to make adaptive and acceptable changes
that underpin its established goals. Hence, not force it-éstablsh itself from scratch as a

social order of worth. Boltanski provides the university management with insight into the
origins of criticism both inside and outside its potential risks. (J.P de la Porte, personal

communication, July-B, 2018).

5.3.3 John Rawls (1985, 2009)

J ohn Ra WwHearnbdof Jusic€2009), is a recipe for institutional design. In addition, it
discusses from the outset, criteria foriastitutional redesign with the assurance that such

criteria take social justicmtoaccount to the maxi mum extent.
ofi gnoranceo (Rawls, 1985, p. 235) which feat

nevertheless fundamental to his approach. The veil of ignorance is a philosophical tale similar
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t o Pl at o6 $he €dvé(\Verigho, 1906)iro the way it lays out the problem. It also

contains accessible principles for the desigfao. Like Plato, Rawls invites the reader to
adopt the point of view of a soul about to ¢
soulswhoar e subject to chance alone in where the
are called to golloquium where they are invited to design the society in which they are about

to be reembodied as members. Because they have no control over where in that society they

are going to reappear, as their upcoming roles are allocated to them by chanicethiéiis

direct interest to design each role within their social division of task or the differentiation of

privileges.

From the above point of departure, Rawls develops an understanding of justice as. fairness
Hencethe scarce resources which obligemysociety to entertain compromises must be fairly
distributed so to equally share in the sum of disadvantages. Only principles of social design
which legitimize the institutions of society in a way that maximizes a fair distribution of
burdens can be cesitlered just. Any other dispensation that favours some by exentipényg

from the burdens of communal life must be considered unjust and therefore modified for that

reason.

Hence, many have seen Rawls6é wor k aiwrala reci
individualist principles encouraging the frank expressicetfinteresin designing inevitable

soci al compr omi ses. It i s t his aspect of I
characteristics and legitimacy of existing institutions in favdugang directly to remedial

action for redesign at the level of individual roles. Rawls ingenuity is in addressing the fair
redesign of the downside of communal existence (J.P de la Porte, paswomalinication,

July 79, 2018).

54Reviewofl nnovatorsod Perspectives: | mplications

From the perspective of a university fund allocator, that is, one who decides upon the principles

in the name of which compromises will be made and hence design directly or indirectly the fair

or unfair allocation of burden across the institution, Rawés st r e mel y useful . S
on the one hand is on process and stability through creatively swapping components of the
means to achieve these ends. Boltanski, on the other hand, whose derivation of institutional
critical capacity is from conflicts whiccould normally be sources of friction and dysfunction

within institutions. Rawl s6 perspective does
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justice to be added to the process but derives the process and its potential conflicts and

breakdownsrbm an underlying principle of social justice at the outset.

Each author has unique strengths recommending consideratidrmsvanresource manager,

in the course of practical decisiomaking, may function. They also provide models and
principles that ca be interrogated in order to deepen insight into the causes and sources of
problems and challenges that have to be resolved whether, fully or in part. It is useful, if
premature and futuristic, to imagine through artificial intelligence simulation progearthat

can be used to lead tldgscussionand sharpen intervention based on the insights of Simon,

Boltanski and Rawls. These would provide different overall conceptions of the university.

The Simon (1959) model would show the university composed bkedded layers with a
community bound together by solidarity and reciprocal assistance. This would emphasize the
continuity between the university and civil society of which it forms a part. An emergent layer
above this would consist of structures that lveitein themselves different types of authority,

that being, to admit, to revise curriculum, to examine, accredit and to vet and direct avenues of
research. These authorities are not enforced by coercion or violence but must achieve the
compliance of memlye of the community through their consent. This requires proposing a

legitimacy of the authority and having this accepted.

At this second level of the university asauthority, legitimacy must be maintained by strict
adherence to the principles useddisign a legitimacy claim. In the case of admission for
example, the relevant departments must be aware of many global benchmarks, of mitigating
and distorting social conditions, of local history as well as of the internal requirements for
predicting sucessful performance within courses. Similarly, in the case of research, the
appropriate authority must be aware of the many dimensions by which relevance is assessed of
the different norms and criteria that make up successful research in the sciencegjdsuman
and the arts. At eacturn, the university brings about the emergence of a deeisiaking
authority which alters the distribution of opportunity within the university at all levels and
which must be kept congruent with one another (J.P de la Pertmnal communication, July

7-9, 2018).

This task is made more difficult by the shifting content of the university curricula according to
current practice as well as the moving demographics afiihersity population. Hence the

elementary task of letgmating the authority of the university decisioraking exceeds the
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scope of a single model. Hence the need for three models to underpin the various facets of

legitimate authority.

The failure to adhere to this task is the cause of a legitimation wiisn the university.

Critics imbue it with a single cause of arbitrariness and inherent bias in its deoekomng

The characterisation of the university as colonial is no diffefeotn its previous
characterization of authoritarian and discrimingtdny ideological interests. All of these
deadlocking challenges provoke a strategy against the underlying community base on violence,
threat or coercion in order to achieve compliance with rules. From this deadlock, universities
have to rebuild from zerdné case for their legitimate authority in the field of knowledge and

expertise linked to careers and opportunities for progressive livelihoods.

A full legitimation crisis may ensue in the event that the university management fails to
maintain the curremess of their legitimacy. It is an intervention in this crisis that makes a
scenario built from Simon, Boltanski and Rawls model testable. These naneaist only a
pre-setof a better management process but are the basis for maintainingestdhising
manageability. Each model contains not only remedial strategies butrahgparent
justification of the ingredients of these strategies such that they become legitimate in open

debate facing challenges from a variety of quarters.

The failure to pedrm under conditions of public scrutiny accrues to the university a suspicion

of nontransparency, a quality tolerated in modern society only in the strictly necessary
elements or the deep state (military, intelligence services, national security, eébcgoane
guarters of the private sector. The university has neither justification and therefore must earn
its place within broad societal recognition. This on the basis of its ability to analyse and make
explicit the principles underlying its proceduresenttalled upon to do so. This is complicated

by the fact that the university has three separate constituencies that it must answer to, the
community of students, the community of scholars and the sectors served by its expertise before

it faces the tribunadf general public opinion.

An analysis based on Simonds works provides
layers that make up the different functions within the university. If this analysis is
conscientiously done, it permitsanagementhangesd be focused in such a way that they do

not disrupt or destroy thmntinuity. This, as Simon points out, whether partly or wholly is not

a complex relation.
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The principles of a satisficing point to the benefits of redesigning the component elements and
function by processes of experimental substitution which do not impact the integrity of the
organisation.In other words, they are changes in innovation demanded by the drive for

efficiency within the workings of the organization.

Boltanski (2011) provids an account of how irreducible criticism and conflict which spares
no institution, can be converted and strategically managed. Boltanski (2011) provides one of
the best recipes for a recovery strategy after conflict and criticism has erupted anddblus giv
insight into the robustness and the fragility of the legitimacy underlying the decision making

within the university.

Rawls (1985) has an analysis and design principle for stating and understanding the underlying
community that forms the university. This is a way of viewing the university in terms of
individual opportunities that it offers to its participants irrespeativeny bias. The university

may, therefore, design itself as a model wahimmunitybasedprinciples of fairness and
engage with Boltanskids background assumpt.i
opportunity. At this level, the university functioas an equalizing community resource. This
Rawlsian community level is fundamental to the reputation management of the university as
an entity judged by its institutional good.

Decisionmakingrationality for a university cannot be based on a single mualelatter how

much it is modified andefinedsince the university consists of an assemblage of stakeholders.
These groups are not only inside the university observing and criticizing its performance. The
university is also aligned to the-salled broadesociety,andare bound therefore to inherit

their defining antagonism.

In order to achieve any robustness whatsoever, the university has to manage these layers and
demonstrate a clear benefit from their being together. It is at the interface ang oydha

Simon, Boltanski and Rawls model which are focused on the managerial, scholarly and the
student level respectively that a robust set of management principles might emerge in the South
African university and pass the test of social justice. (JIR Berte, personal communication,

July 79, 2018).
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5.5 Summary

The chapter outlined the theoretical background that underpinned this study. Here, it
demarcated the research context, describing the works of Simon (1959), Rawls (1985) and
Boltanski (2@1) who address innovations on satisficing, justice and fairness and critical
thought respectively. These innovations provide relevance to resource allocators who on the
one hand are tasked to distribute limited resources in a manner that ensures ihatiomggmn
sustainability while on the other hand balancing the needs of its constituérteéeshapter

was concluded with a reflection on how the three models could overlap to provide higher

education key sets of principles for adoption.

In the chapter tht follows, | discuss the research methodology which provides the master plan

on how the study was conducted from its inception to its conclusion.
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CHAPTER SIX
RESEARCHMETHODOLOGY

6.1 Introduction

This qualitative study analyses the higher education funding framework adopted by the South
African government and resource allocation models at participating South African higher
education institutions, to identify variables that drive their budget aitocgrocesses. It
further identifies similarities and differences and highlights areas of uniqueness which
culminate in providing a road map for resourcing higher education within the public higher

education sector.

Informed by Vithal and Jansen (2004)oait the politics of knowledge production and the
knower, | begin the chapter by foregrounding my researcher identity and highlight some

insideroutsider dynamics that have inflected my decisions, interpretations and claims.

Thereafter, | was guided Bylouton and Muller (1998, p.2)vho posit that methodology i

systematic approach to research which involves a clear preference for certain methods and
techniques within the framework of specific
The chapter tn moves to engaging debates in qualitative research and highlights the journey
where | demonstrate the rationale and justification for the methodology and design towards
knowledge production as they are applicable in the context of this study. | thentpes
population, sample and sampling techniques and provided a context for the study setting.
Moving on to generating data, | describe its method, instrumthietprocess of analysis, the
trustworthiness of the findings, and ethical considerations camttlude the chapter by

highlighting certain limitations.

6.2Insider-Outsider Dynamics: Foregrounding the Researcher in Knowledge Production

In this research study, my position was both that of an insider and outsider. | was an insider in
that | gained a wealth of experience during my twemgr tenure in a centralized finance
division of the former University of DurbaWwestville (now the Uniersity of KwaZuluNatal).

My professional roles were management reporting, financial planning and budgeting. These
roles exposed me to various financial complexities within the higher education system as much
of it focused on conducting viability studie§ units and departments, budgeting principles,
variance analysis and the like. Being appointed as Finance Manager of the College of
Humanities for the past five years, | found myself on the receiving end of a decentralised space,

managing and controllingfarmulated budget distributed by Central Finance.
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| am also an outsider in that | bring a wealth of theoretical knowledge gained from my post
graduate qualifications attained in business management and accounting. This career pathing
has positioned metbecome an analytical thinker and higher education strategist. During my
tenure at the university that was considered historically disadvantaged, | have been exposed to
the principles of good corporate governance, financial sustainability and transpaedcy
social justice and fairness in adopting budgeting frameworks against scarce public resources

while balancing stakeholder demands.

Therefore, my insider and outsider identities surpass polarities that are often associated with
researcher positionajiin the processes of knowledge production (Motsa, 2017). Thisaldo
epistemological stance resonated with the complexities of distributing scarce resources, taking
cognizance of the notions of satisficing and social justice within financial resolocatiain

models, as highlighted in Chapter Five.

The qualitative research methodologies employed in this study, as explained below, and their

interpretation and use, are informed and inflected by this epistemological stance.

6.3 Knowledge Production inQualitative Research

According to Carter and Littld§imethodology shapes and is shaped by research objectives,
questions, and study des@(2007, p.1316). In shaping the methodology, | took cognizance

of the studgs research objectives to analyse andhtifie the variables within the financial
resource allocation models of universities. | also considered the research questibat

extent are resources allocated to Universities in South Africa and their subsequent distribution
promoting the principlesf satisficing, fairness and justicd?urther ensured that the study
design justifies the selection of participants, the data gathering tools that were used and the data

analysis methods that were adopted (Nieuwenhuis, 2016).

Lincoln and Guba (1985gfer to rich description as a way of achieving external validity, while
Ulin, Robinson and Tolley (2005) assert that depth takes precedence overbreadth in qualitative
research. Thus, through rich description and depth over breadth, | firstly focusecd mpiohey

an understanding of resource allocation mechanisms and secondly sifted through the common
variables and identified uniqueness in these mechanisms that drive budget processes in the
higher education sector. In doing so, | describe and interpa thechanisms isufficient

detail to accurately convey the experiences of funding frameworks from the perspectives of

governments and selected universities. This resonates with EaStaitiyet al. (2002), who
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provide the characteristics of amerpretivist paradigm that is adopted here, by highlighting

that the research should try to understand what is happening through investigation by collecting
data from interviews, documents and observations. Nieuwenhuis (2016), on the other hand,
addshat an interpretivist paradigm highlights
subjective, focuses on multiple realities and acknowledges that many truths$ ewdde use

of the interpretivist paradigm and conducted faeéace interviewswith participantdo gain

insight into the budget frameworks adopteditgr universities- each with their own version

of &ruth& Through participation in an op@mded, qualitative interviewtheseparticipants

were given freedom to express in their omany, their budget processes, thus allowing me, the

research insight into theifinancial world.

By using these methodological procesdedeveloped a philosophical understanding of the
phenomena and was in a position to achiayaultimate goal that it provide a roadmap that
would empower decisiemakers within the higher education sector. This roadmap would be
packed with applied research strategies that would assist them when confronted with the task
of allocating resources while upholding the piples of fairness and justice through

satisficing
6.4 Population, Sample and Sampling Techniques

6.4.1 Population

The South African Higher Education landscape is multifaceted and has undergone reform that
started in the early 1990s to such an extegutthe number of higher education institutions was
reduced from the initial thirtgix (DHET, 1997) through a series of mergers. This study
focuses on the restructured twesty public universities including those that were newly
formed (DHET, 2017).

6.4.2 Sample

Creswell (1998) suggests tlptalitative analyses typically require a smaller sample size provided

that it is large enough to adequately describe the phenomenon and is able to address the research
questions. In a later studgreswell, 2013)he describes a sample as a collective group of
participants from whom data is generated. A sample then is a selection of participants from a
larger group (population). Arising from the above, the population in this study was all public

higher education irigutions in South Africa, and the samplelected was ten universities
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6.4.3 Sampling Techniques

Purposive sampling in qualitative research refers to the strategic criteria used to select
participants that are relevant to addressing the research oqseghlieuwenhuis, 2016).
Further, purposive sampling is used to select participants whom the researcher believes will
generate rich information on the type of phenomena that is being studied (@@mon &
Morrison, 2011). Pascoe (2015) states that thare so many people, organisations or groups
that can provide the desired information in a study, and it would be impossible to include all in
a single study. Using these sampling approaches | purposively selected the top ten universities
based on the vaé of the block grant they generated in year 2016/17 as it was in the midst of
the #FeesMustFall movement when higher education was in the public spotlight and solutions

to the many challenges were being sought.

Although the University of South Africa (UNISA) was listed in the top ten, | chose to exclude
this university due to iIts wuniqueness as a
structures would significantly differ from that of institutions thedyide contact education.

Seven of the ten universities approached accepted to participate in the study. The three
universities that did not respond (despite repeated engagement) within the specified timeframes
were excluded. | saw no point in increasing sample size by approaching other institutions

to substitute for the three that did not respond because | believed saturation was attained with
an appropriate sample size. It is here that | concur with Glaser and Strauss (1967), who claim
that more univisities may not have sufficiently provided additional perspectives. Since this
research study focused on budgeting frameworks at universities, the gatekeeper letter that was
addressed to the respective Registrars from the sampled universities alludedideath
participants, t hat being senior finance an
administrative wing. Given my expertise in the area of university budgeting, | believed that
these individuals would be in the best position and are seenaasationrich individuals,

most likely to be knowledgeable and informative to speak on the issue of budgeting and

resource allocation at their institution.

What follows below is a synopsis (in no particular order) of each of the seven universities that
paticipated in this study. The information presented was sourced from the respective

universityés official website, with student

University of KwaZulu -Natal - Situated in the Province of KwaZuNatal, the University of

KwaZulu-Natal (UKZN) was founded on 1 January 2004 resulting from the merger between
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the Universities of Natal (both Durban and Pietermaritzburg) and Dihestville. The

University of Natalwas granted independent university status in 1949 after being Natal
University College since 1910. The University of Durbestville, on the other hand, was

granted University status in 1971 from a University College for Indians on Salisbury Island.

Withi ts vision O60to be the premier university o
model and has a student population of 45 §p@&ad across its four colleges: Agriculture,

Engineering and Science; Health Sciences; Humanities, and Law and Manb§éardess.

University of Johannesburg- The University of Johannesburg was established in 2006 as a

result of the merger between Rand Afrikaans University, Technikon Witwatersrand, and Vista
University. Wi th its vi si pofchoide, atickoredigAfrca n 1 nt
dynamically shaping the futurebo, the Univer s
faculty model and has a student population of 49 452 students across its nine faculties. These

are the Faculties of Art, Design@Architecture; Economic and Financial Sciences; Education;
Engineering and the Built Environment; Health Sciences; Humanities; Law, and Management

and Science.

University of The Free Statei This university was founded as Grey College in 1904 and
rename Grey University College in 1906. In 1950, it became the University of Orange Free
State, and by 2001, the university was again renamed, University of Free State. The
Universityds main campus is in Bloemfontein, and its vision is t@asbeesearciied, stident

centred and regionalgngaged university that contributes to the development and social
justice through the production of globally competitive graduates and knovedge
University functions under a faculty model with 30 418 students, programraesffered in

the Faculties of Education; Health Sciences; Humanities; Law; Natural and Agricultural

Sciences; Theology and Religion, and Economic and Management Sciences.

University of Cape Towni Thi s i s South Africads 9@astdeest un
South African College for high school boys. The University of Cape Town (UCT) became a

fully -fledged university between 1880 and 1900 due to substantial funding from private sources
and government . UCT is situatbhedridmst Peakl om
Town. With its visionbeingd@n inclusive and engaged reseairtiensive African university

that inspires creativity through outstanding achievements in learning, discovery and
citizenship; enhancintipe lives of its students and Bfaadvancing a more equitable and

sustainable social order and influencing the global higher education landldd&Jedriven
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by a faculty model and has a student population of 27 809 spread across its seven faculties.
These faculties include The Centrer fHigher Education Development; Commerce;

Engineering and Built Environment; Health Sciences; Humanities; Law, and Science.

University of Pretoria - Established in 1908 in a little house in Kya Rosa, the University of
Pretoria i s o0 nrgestadsearSiounitetsitieddased an théirstuderda population.

It i's situated in Hatfield, Pr et odntermiveand wi
university in Africa, recognised internationally for its quality, relevance and impact, as also for
developing people, creating knowledge and making a difference locally and giohty

operates under a faculty model and has a student population of 55 984 spread across its nine
faculties and its seven campuses. These are the Faculties of Economicsares8Sciences;

Education; Engineering; Built Environment and Information Technology; Health Sciences;
Humanities; Law; Natural and Agricultur@tiencesTheology, and Veterinary Science, which

is the only one of its kind in South Africa.

University of Witwatersrand - Based in Johannesburg, Wits Univer&tprigin stems from

the South African School of Mines, which was established in Kimberley in 1896. In 1904, the
School was transferred to Johannesburg as the Transvaal Technical Institute and in 1906
became the Transvaal University College. It was renamed in 1910 as the South African School
of Mines and Technology. Due to growth, the name was changed in 1920 to University College,
Johannesburg. The institution attained full university status in 192&as named University

of Witwatersrand. Its vision positions Wits as an internationally leading resedecisive
university located in Africa. The university uses a faculty model and enrols about 33 777
students, offers degrees in the Faculties of EBeging and the Built Environment; Science;

Humanities; Health Sciences,ca@ommerce, Law and Management.

University of Stellenboschi The University of Stellenbosch emerged from the Theological
Seminary in 1859, and it was conferred university statu81%6,lcommencing operations with

four faculties in 1918. The University is situated in the wgnewing region of Stellenbosch

in Cape Town. With its vision being\frica leading researeimtensive university, globally
recognised as excellent, inclusivadainnovative, where we advance knowledge in service of
societyj the university operates under a faculty model and has a student population of 29 613
across the Faculties of Arts and Social Sciences; Medicine and Health Sciences; Military
Sciences; Scieme¢ Education; Agricultural Sciences; Law; Theology; Economic and

Management Sciences, and Engineering.

105



6.5 Methods of Data Generation

With the researcher being the prime instrument in data generation, the qualitative data sources
were interviews as thprimary method of data acquisition. In addition, | extracted public
documents released by the Department of Higher Education and Training (DHET). The
interviews required collecting data from participating universities. All participants were
interviewed ina quiet room during working hours and in the comfort of their workspace. On
average, interviews took approximately one hour. | had to make sure that | obtained the proper
permissions to collect and use the data that formed part of this study. The Unigérsit
KwaZulvNat al 6 s Research and Ethics Committee go
data. As such, the policy requires gatekeeper permission from the study sites as formal
evidence that the researcher can access participants. Stemming fremapipdisations,
gatekeeper permission together with full ethical clearance (Reference number:
HSS/1854/016D) was granted to conduct the study by the Humanities and Social Sciences

Research Ethics Committee (see page iv).

6.5.1 Justification of Interviews

In qualitative research, one of the more prevalent forms of generating data is key informant
interviews (Harding, 2011) . Rubin and Rubi né
of the interviewer and the importance of ensuring that the intervieageufficient voice.

Thus, for this research | chose as primary data generation methedd-face interviews with
semistructured questions that gave the participant/s a voice. Through individual interviews, |
gained indepth information given that thagicipants being interviewed possessed a wealth

of knowledge in the financial management of their institution and as such were best placed to
meeting the aims of the study. The interviews | conducted were unstructured and allowed the

di scussi oinrs & on dtfuroavl conversational Snanner ¢
p.189). | was also provideslith the opportunity to probe as deeply as possible gaining clarity

or by asking followup questions. The research questions that this study sought to answer

informed the decision to use interviews as the primary source of information.

6.5.2 The Selection of Participants

The productionof knowledgeand its quality is dependentn the researclprocessand the
validity of suchknowledgelies in the choicesmadeby the researchem their questto obtain
worthwhiledata,describedby P a t t (O80Jasinformationrich casesTheinclusioncriteria

usedin identifying andselectingthe ideal participantsthat could provide the datarequiredin
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meetingthe objectivesof this study were purposivelyselected.Theseselectedparticipants

would be in a position to provide answersto the s t u ey desearchquestions.Having
consideredhe natureof the informationthatwasrequired,budgetframeworks,conceptsand

variables, decidedthatthe ideal participant/sfrom whom| couldobtainsuch6 i nf or mat i or
r i ddtadvere seniorbudgeting and planningspecialistswithin theseuniversities.As such,

the gatekeepepermissionletter (see Appendix 4) addressedo the Re g i s of thatend s

universitiesoutliningthes t u @igngimadereferenceo the preferredparticipant.

The Regista r that respondediia email directedme to respectiveparticipantsand provided
the contactdetails of their offices. This processstartedwith the researcheestablishingand
developingrapportvia their personahssistantshroughemailandtelephoniccorrespondence

to finaliseanappropriatedateandtime to conducttheinterview.

6.5.3 Data Generation Instruments

FuschandNess(2015)referto two instrumentsn qualitativeresearchihatwasconsideredor

this study.Theseare:a) Researcheasakey instrumentandb) Theinterviewschedule.

a) Researcher as a key instrument

In qualitative research,the researcherspearheadslata generation,thus becominga key
instrumeni{Fusch& Ness2015).With morethantwenty-five yearsof experienceén the higher
educationsector, particularly in budgeting and financial planning, coupled with critical
engagementswith senior finance colleagues,academicsand friends, who assistedthe
conceptualisingf the information required,| felt competento conducttheseinterviews. |
purposefullyselectedJKZN, my currentemployerandits participant,a seniorcolleague as

thefirst interview,which assistednein preparatiorfor thefield.

b) The Interview Schedule

An interview schedulgseeAppendix1) with preceterminedquestiongseeAppendix2) was
generatedbasedon my expertisein the areaof higher educationinstitutional budgeting
frameworks.l believedthe questionswvererelevantto addressinghe objectivesof the study
anda goodstartingpoint to enga@ the respondentThis setof questionservedasa memory
aid taking cognisancehe researchproblem,the researchquestionsand the objectivesof the

study.All participantsverepresenteavith the samesetof interview questions.

107



6.5.4 DataGeneration Process

Uponwritten acceptanc®y the respectiveJniversities,| wasdirectedto their seniorfinance
personnelresponsiblefor budgeting.l contactedtheir personalassistantsaand in doing so,

synchronisedheir diarieswith my travelplans.

During eachinterview,| presenteanyselfandprovidedabrief synopsiof my backgroundand
currentpositionat UKZN. | introducedthe study, obtainedinformed consento conductthe
studyandmadeparticipantsawarethatparticipationwasvoluntary.l furthersoughtpermission
fromindividual participantdo audiorecordtheinterviewsto enableplay-backfor transcription
andanalysisatarelevantwrite-up stageIn this regard,adigital audiorecordemwasused.The
mediumof communicationfrom the inceptionof the study was English, and this language
continueahroughoutheresearctprocessGuidedby thedatagenerationnstrumentescribed
above(seeb6.5.3),l presentedhe interview scheduleghatservedasa guideandinformedthe
participantsof the unstructuredhatureof the discussionsBy their smiles,body languageand
collegiality, | felt participants were at ease and comfortable discussing their budget

frameworks.

On completionof the interviews,| downloadedthe audio interview files as backupon my
personalcomputerand thereaftersavedother copiesusing an encryptedpasswordwhich is
part of the researchrequirementson datastorageas mandatecby UKZN Researchethics

Policy.

6.6 Transcription

Theinterviews whichwererecordedwerethentranscribedl appointedaspecialistranscriber
andprovidedherwith aduplicatecopyof theaudiorecordingsShewastaskedwith converting
theaudiorecordingsnto datatranscriptsHer brief wasto cagureverbatimfrom therecording.
I had her acknowledgeand sign an agreementwhich included a confidentiality clause,

timeframesandtheagreedateof pay.

Given that transcriptionis a changeof mediumwherethe datais convertedfrom verbal to
writtenform, | thenlistenedto therecordingsandvettedtheword for word capturel wasnow
in a positionto edit the word file and guardedagainstdecontextualizationso asnot to miss
any partof thelargerconversationSincethe researclobjectivesof this studyhadto do with
resourcallocations] choseto focusonthepuretextanddid notrecordpersonamannerisms,

pausesand stutters.| then streamlinedand edited the data for grammar. The interview
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transcriptswere emailed to participantsto validate the interpretationof their captured
statementsyhich affordedthemtheopportunityto makeamendmentsSuggestedhangeshat
werereceivedvia emailwereaccordinglyupdatedin addition,| soughtpermissiorto proceed

with publishingthematicallyrelevantaspect®f thesenterviewsaspartof thestudy. In order

to maintainanonymity,the intervieweeswvererecordedas Participants Wheretwo or more

participantswere present,| referredto them with the use of a letter of the alphabete.g.

PartcipantA or ParticipantB.

6.7 Data Analysis

The data analysismethod outlined by Samuek The Researchwheel (2015) led to the

presentatiorof findings which, providesa pathwayto the conclusionsandrecommendations
madein this study. Other analysisproceduresvere usedto complementthe Wheel. | took
cognisanceof eachstageof the Wheel and madeuseof: [1] Descriptive- Level 1, [2]

Evaluative- Level 2, and[3] TheoreticalAnalysis- Level 3.

Samuel(2015)assertghatin Level 1 analysisa desciption of the dataandthefindings must
be provided. Theseprovide answersto the questionon what datawas sourced,how it was
sourcedwhenwasit sourcedandwherewasit sourcedfrom. Thereis a varying degreeof

interrogationof the data set, where some data may be more relevant. Once the data is

categorisetbetween thin and rich , the pertinentpoints are analysedto provide a thick

description.

In the Level 2 analysis,the datais evaluatedin conjunctionwith the literaturereview (see
ChaptersTwo, Threeand Four) andthe theoreticalframework(ChapterFive). The aim is to
identify thetrends,recurringconceptsandpatternsthemesandthe differentperspectiveshat

emergegrom thedata.

Level 3 analysisextendsexistingtheoriesandSamuel2015)suggestshattheintentionof the
final level of analysisis to associateéhe findings with theliteraturereview andthetheoretical

framework.

Being guidedby the ResearctWheelandcomplementaryeadingson the processof analysis,
| interrogded andsifted the datafor relevantfindings and categorisedhemfor importancel

wasnow at a stagewherel couldalignthedatato theinformationgatheredrom theliterature
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review andthetheoreticaframeworkandwasableto identify contradictiors, differencesand
surprisingelementsandrecordthemaccordingly.This processembeddedhe foundationfor

theroadmapghatis presentedowardsthe conclusionof this study.

6.8 Trustworthiness of the Findings

Lincoln and Guba (1985) are emphaticabout trustworthinessin qualitative researchas a
meaningful reflection of the findings. They (1985) conceptualisetrustworthinesswith

credibility.

To ensurethe credibility of findings, | did not rush the interviews and ensuredfollow up
throughprobingquestionsthat providedclarity and morein-depthinsight. Memberchecking
ensuredhatoncethe datawastranscribedparticipantsveregiventhelatitudeto edit, thereby

ensuringthe authenticityof the information.Sucheditswereduly actioned.

6.9 Ethical considerations

Louw (2015) pointsoutthatethicsis a matterof integrity. Apart from the ethicalrequirements
discussecbarlierconcernindJniversity ethicsclearanceertificatesssuedor this study,other
issuesof ethics, for exampleproviding inaccurateinformation, are critical in any research

process.

| guardedagainstproviding false information throughoutthe study. Further,datawas not

manipulatedn anyway, andl wascautiousaboutnot allowing my own biasto creepinto the
study. | presentedhe findings asreceivedand,in somecasesgnsuredhatdirect quotations
were appropriatelyrecorded All informationthat was presentedor discussiorby any party
underwent verbalconfidentialityagreementThe datawill be securey storedfor a periodof

five yearsafterthe studyis concludedThis is in keepingwith the ethicalclearanceertificate.

6.10 Limitations of the Study

This studydrawson datafrom severHEIs in SouthAfrica andthesenstitutionswereselected
from sfatisticaldatabasedon their block grantallocations Most institutionsrestrictaccesgo

the quantitativedata with regardto their budgetframeworksand while thesecould have
providedmore detailedinsight for comparativepurposesthis studywas not relianton such
datasinceit aimedto identify the theoriesandconceptsf the choserbudgetapproactrather

thanmonetaryvalues.
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Therewasa possibility thatthoseinstitutionsthatwere omittedfrom participatingcould have
shownuniquenes# their budgetaryframeworks despitemy earliercommentson saturation.
Further,thereweremanywaysto haveselectedhe sample for example] couldhavechosen
3 to 5 universitiesfrom eachof thethreecategorieoof Comprehensivéniversities(that offer
vocational diplomasand degrees);Traditional or ResearcHJniversitiesand Universitiesof
Technology(former Technikonsandlargely sectoremploymemnffocused) Otherexampledor
sampleselectioncould bethe studennumbersor staff complementr evenby way of random

sampling.
6.11 Summary

The chapteroutlinedthe researchmethodadoptedor this studyandprovidedboth validation
and justification of choicein eachstageof the researchprocess.l beganthe chapterby

portrayingmy researcheidentity, which providedmy ontologicalpositioningof the study.

| providedthe epistemologicatettingfor the studyandits distinguishingcharacteristicghat
definedthe researchproblemthat underpinnedhe study as a qualitative one. Thereafter |

proceededo addresshe choiceof populationandthe methodfor the selectionof the sample,
anddiscussedhe samplingtechniquesl thenmovedon to the processadoptedn generating
the desiredinformation. Issuesof transcriptionof the dataandthe analysisproceduresvere
discussed.Finally, the chapterendedwith a focuson trustworthinessethicaldilemmas,and

thelimitations of the study.

The chapterthatfollows providesa comprehensiveeview of the funding frameworkadopted

by the SouthAfrican govermmentthroughits Ministry of Higher Education.
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CHAPTER SEVEN

HIGHER EDUCATION FUNDING: A CASE OF SOUTH AFRICA

7.1 Introduction

This chapter focuses o8 o ut h  Aifheriedueatos governance structures and their link

to the fundingrameworkin order to set the scene for the current reseétehce an outline of
thepresent system of government steering of the publiud&ing frameworkn South Africa
follows. Without duplicating what was already mentioned in earlier chaptersyidera brief
overview of the funding frameworks from 1950 onwardke rationale underpinning this
chapter is rooteth: 1 ) . South Africabs col oni al |l egacy
its modernist Republican project (influenced by the US anmuin&ey postl961), and 3). its
rebirth as a legitimate democracy in 1994 (African) and its recent subsequent partnering within
the BRIC (Brazil, Russia, India, China) group of nations. By providing the governance
structures, the changes in the higher edocalandscape in South Africa can easily be
determined. Apparent in the transition in this HE landscape is a progression in which the

funding modalities are enhanced.

| begin bybriefly unpacking terminologies as well as offering a discussion on the Higher
Education Management Information Systems (HEMIS), Classification of Educational Subject
Matter (CESM) andrull-Time Equivalents (FTE). These concepts are examiaed for

clarity, examples are provided to illuminate the reasoning behind them. Thereafter, | present
the public higher endcustinancial enmironsnent followed Isy the ur r e n
funding modalities, with particular emphasis on the New Funding &remk (NFF). The NFF

is dissected into its multiple complexitji@nda snapshot of its methodology is illustrated with

the use of tables and graphs where necessary.

The information presented here, showing SAOG:
full grasp of the data analysis which follows, as per the methodology described in the previous

chapter.
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7.2 Governance Structures within the Public Higher Education Sector

The South African government has a dedicated Ministry for Higher Education (DWEd3ge

mandate it is to steer the higher education sectoretetthe goals and objectives set out in the
countrybds national pl ans. This Ministry, I S
the funding frameworks for universities is in line wille Government Gazette (No. 25824 of

9 December 2003). The higher education sector guiding policy documents, such as The
Education White Paperi3A programme for the Transformation of Higher Education (1997);

The National Plan for Higher Education (200Ihe National Development Plan (2013), and

The White Paper for Pe& c h o o | Education and Training (20
planning priorities for the higher education sector are the key drivers behind the principals
adopted in the New Fundingdmework (NFF). This framework is a gealientated one that

is premised on th@erformanceof HEIs and not designed to consider institutional costs.
Further, the transformation of the higher e
access; impneed quality of teaching and research; increased studesgrgssion and
graduationratesnd gr eater responsiveness to soci al
1997, p. 4). Théey principals and drivers of the NREFehighlighted in Figure’.1 below.

Figure 7.1: The system of government steering of the public HE system

| GOVERNMENT STEERING OF THE PUBLIC HE SYSTEM |

L
L .
Approval of institutional "
. Neow fundin
Institutional missions, operational and fra Mclmg
quality audits equity plans, academic
¥ programme profiles
Accreditation +
of academic HEMIS data Institutional
programimes analyses - inputs & outputs
¥ + for funding
Student enrolment .
plans
Y A

Governmeant funds
allocated to HE
institutions

(Source:DHET, 2010)

Figure7.1 represents the domains (quality assurance, planning and funding) of accountability
that lie within the highereducation sector in South Africa, the aim of whisho ensure a

coordinated singular system. Each of these domains is the responfbitiffferent sectors
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within thehighereducation framework. It is through the collective effort ofththree domains
(quality assurance, planning and fundirigat higher education is directed and monitored
towards meeting national goaf3uality assurance is undertaken by specific divisions assigned
by the government(such as Council for Higher Educaticor CHE, and South African
Qualifications Authority or SAQA), whose are responsible for institutional audits and

accreditation of qualifications.

Both planning and funding work in tandem, in that (i) the ministry determines national policy
goals and obgives; (ii) institutions are required to subrthteeyearrolling plans and (iii)

these plans, once approved by the Ministry, determine funding allocations. Such plans
comprise the visions of the institutions as well as data that quantify the needdaiityrthese
visions. The source of this data resides in a data management system monitored by
governmental structures tife Departmentf Higher Education and Training (DHET) atiok

Council for Higher Education (CHE). This database is termed the Hididrcation

Management Information System (HEMIS).

Below is a brief account of [1] HEMIS data which is directly linked to the [2] Classification of
Educational subject matter (CESM). The CESM categiesgidea grouping of fraternities
or areas of studyOne other important concept that ensures integrity and fairness with the

alignment of study is the [Full-Time Equivalent (FTE).

7.2.1 The Higher Education Management Information System (HEMIS)

The HEMIS represents audited data submisedually by universities to the DHET. HEMIS
was introduced in 2000 replacing the detailed South African®estndary Education System
(SAPSE) data management tool that was in operation. The type of data that is required for
HEMIS includes:

1 approved qudications and fields of study;

9 courses offered within their academic programmes;

1 courses for which each student is registered, and

1 fields in which each academic/research staff member is active.
The DHET monitors the reliability of these data. Universities may be penalised for erroneous
submissions (irrespective of proof of audédhda recalculationgoing back three years may
occur . Such adjustments <could bld (deoffther ced
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Prescription Act, No. 68 of 1969, and any epayments for these 3 years will be deducted

before new funds are p@lb@g.6to the universityo

7.2.2 The Classification of Educational Subject Matter (CESM)

Within the HE sectoryarious fields of study are offered at HEIs. These fields are classified
according to their subject matter, and reporting by universities needs to conform to the
requirements of this system. It should be mentioned that not all fields are offered at all
universities (e.g. Medicine, Performing Arts, etc.); most HEIs offer generic fields. The DHET
requires HEIs to classify the subject matter embedded in their fields of study in a single

coherent standardised format referred to as the Classification of Edat&ubject Matter

The broad fields outlined in the CESM categories was a concept adopted from the SAPSE
formula which has been realigned and revised in the NFF. CESM categories are based on the
latest available publication of the National Centre foudadion Statistics, th€lassification

of Instructional Programs: 2000 Edition in the United StafBse South African DHET has

been granted permission to use this CESM material. The 1982 CESM which was used in the
old SAPSE system had 22 broad categqses Table.1).

These categories were general ditbnot consider the level of studg.§.year one, year two,
year three) or type of University (traditional, comprehensive or UoT). Tablandicates the
CESM categories in the SAPSE framework as well as the New and Revised CESM categories

prevalent in the New Funding Framework.
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Table 7.1: Classification of Educational Subject Matter (CESM)

SAPSE FRAMEWORK NO. NEW FUNDING FRAMEWORK

Agriculture and Renewable Natural Resources 1 Agriculture, Agricultural Operations and Related Scienc
Architecture and Environmental Design 2 Architecture and the Built Environment

Arts, Visual and Performing 3 Visual and Performing Arts

Business, Commerce and Management Sciences | 4 Business, Economics and Management Studies
Communication 5 Communication, Journalism and Related Studies
Computer Science and Data Processing 6 Computer and Information Sciences

Education 7 Education

Engineering and Engineering Technology 8 Engineering

Health Care and Health Sciences 9 Health Professions and Related Clinical Sciences
Home Economics 10 Family Ecology and Consumer Sciences
Industrial Arts, Trades and Technology 11 Languagesl.inguistics and Literature

Languages, Linguistics and Literature 12 Law

Law 13 Life Sciences

Libraries and Museums 14 Physical Sciences

Life Sciences and Physical Sciences 15 Mathematics and Statistics

Mathematical Sciences 16 Military Sciences

Military Sciences 17 Philosophy, Religion and Theology

Philosophy, Religion and Theology 18 Psychology

Physical Education, Health Education and Leisure | 19 Public Management and Services

Psychology 20 Social Sciences

PublicAdministration and Social Services 21

Social Sciences and Social Studies 22
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7.2.3 TheFull-Time Equivalent (FTE)

The Full-Time Equivalent (FTE) principal is a system that attempts to level the playing fields

for DHET. FTE is commonly used mainly for student and staff data within the higher education
sector. The main reason for the use of the FTE values is that it distingustédgram
headcounts. A typical means of providing an explanation for its use is to analyse headcount
enrolment, where, for example, two students registering for a degree may not both register for
all modules within that degree. One may register for @l iourses for the year, while the

other may register for two or three. If data is being used as a means to allocate funding, it would
be unfair to make use of headcount enrolment, hence the emergence of the FTE rule. In essence,
each course is assignettaction representing the academic weighting of the qualification. The
reasoning behind the use of an FTE system is to ensure equitable data management. The FTE
student calculationsre the primary input parameter within the funding framework. An

example dthe FTE fraction is reflected below

In a standardcurriculum each year will equate to one (1) FTE. A standdmeeyear
qualification thereforewi | | generate three (3) FTEOGs. Say
year. Using year one as a guide each of the five (5) modules will score 0,26hBT S 1

divided the 5 modules.

Further the FTE system also provides weighting to each coursegathe grid that is
determined by DHET. Weighting basically is a systenstoéngtheningr incrementing the

FTE score in relation to specific structures. Weightings take effect when dealing with different
levels or areas of study (e.g. undergraduatesesuversus pogjraduate courses, or natural

sciences versus human sciences courses that are linked to the CESM categories).

In order to obtain a weighted FTE, the fraction of the course is multiplied by a rate as dependent
on the level of the coursdherefore bringing all three conceptdEMIS, CESM and FTE
together asillustrated by the following example of a weighting ta{@ee Tablg.2).
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Table 7.2: Weighting factors for teaching inputs

Course level

Funding | Undergraduate Honours Master’s Doctoral
group & equivalent & equivalent & equivalent & equivalent
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
2.5 1.25 5.0 2.5 7.5 7.5 10.0 10.0
&4 3.5 175 7.0 3.5 10.5 10.5 14.0 14.0

The DHET will take each module content and aligio i certain category on the CESM table.

For example a Law module will be classified under number 1&\y) andan Engineering
modul e under (08) . tiesevanouDHEENILave(13yfalleungerfund o f
group 1 andngineering under fund group 3 (see Tahlbelow).

Table 7.3: Funding Groups

Funding group CESM categories included in funding group
1 o7 education, 13 law, 14 librarianship, 20 psychology, 21 social services/public administration
2 04 business/commerce, o5 communication, 06 computer science, 12 languages,

18 philosophy/religion, 22 social sciences

3 o2 architecture/planning, 08 engineering, 10 home economics, 11 industrial arts,
16 mathematical sciences, 19 physical education

4 o1 agriculture, o3 fine and performing arts, og health sciences, 15 life and physical sciences

Stemming from the discussions earlier, say suppose two student registers for undéegrad
qualifications both year one of study. CaeesLaw the otheiEngineering. Using Tabl&.2

(above) and Tablé.3, the FTE score for each of them will be as follows:

Law student: 1 FTE for year on& 1 (weighted) =1FTE
Engineering student: 1 FTE for year on& 2,5 (weighted) = 2,5 FTE

Simply put an engineering student will generate more ftmdsuniversitythan aLaw student

would. The reasons are based on the detailed analysis of the cost structures between the two
fraternities. Engineering will naturally cost more to teach than Law. These weightings in Table
7.2 above were determined by the SAUVCA/CTP task team, which consides¢sl ad
expenditures of HEIs in 199CHE, 2007). In the November 2003 Government Notice, issued
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by the then Minister of Higher Education and Training, a commitment was made that
government would revisit thgrid and make an adjustment if:
1 ANew nationabcademic policies are introduced;
1 Course classifications and levels are changed
1 Future cost analysis, which would be undertaken at regular intervals, indicate[d]
t hat the | ocation of fields of study
Government Mtice, 2003, p. 8).
Given the abovexplanationssuppose a Finance budget specialists at a university wishes to
calculate based on the available HEMIS database a grant for a university. A simplified method
of calculating say the teaching input grdat a University can be derived by using the
following formula (the symboxilbsdemotlkes fGoldi ow

multiplication respectively) : Teaching Input grant for that university =xa/lb where;

a = Weighted FTEs foihe university (24 000) achieved in yea? fin=current year)

b = Tot al approved FTEG6s (e. g. 800 000) 1
year)

¢ = Total Rand Value (R2,150 billion) allocated to Teaching Input Grants by DHET

Therefore, the teachgninput component of the block grant to the university would be:
=alb xc
= 24000/800 000x R 2,150 billion
= R64500000
Thus the university will receive R@&lmillion as a grant for teaching input. Any other grant

that makes use of FTE calations wil be applied the same way.
7.3 A historical overview of the funding framework (1951-2004)

This section providea historicalsnapshot of the four funding formulae since 1951. Most of
the changesmanatedrom commissions of enquiry that wesanctioned by the State. The said
formula was on two occasions named after the respective chairs ofdheséssionsin 1951,

the Holloway commission was appointed by t@vernmentand introduced the Holloway
formula in 1953This formulacontinued froml953 up until 1977, when it was replaced by the
Van Wyk de Vries formula. The latter formula stemmed from a commission that was
sanctioned in 1968, with the report being finalised only in 1974 for implementation in 1977. In

1984, some seven years lateame theimplementatiorof the South African Postsecondary
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Education (SAPSE) formula. A revision of the SAPSE formula took place in 1987 which
focused on Technikons (now Universities of Technology). Revisions were prompted as a result
of various criticism fom stakeholders within HE regarding the formuad a complete
revision came into effect in 1993, specifically affectiaghnikons This SAPSE formula also

experienced revisions for universities.

The SAPSE funding framework was dubbed by Pillay (203, 22) , as t he #AThe
Framewor k 0 rootedih theddealsioftapanteid philosophy, and biased towards the
Natural Sciences in that it favoured the potential employment prospects of Wipitedéged
class under apartheid) in the scientific fields. One of the resultant effects was that a Natural
Science qualification received up to four ti
one. The resultant effects of the formula rewarded theseib@tpradvantaged institutions
(HAIs) at a higher levethanthat of historically disadvantaged institutions (HDIs) through its
formula. The government acknowledged that the SAPSE framework was unsuitable and could
not be used as a steering mechanism koese state goals and objectives and transform the
higher education system. This formula was underpinned by the shared costs system, as higher
education was seen to have both public and private benefits. Some of the SAPSE formula
fundamentalsised to alloate resources to universities include:
1 A 50% spliteach waybetween enrolment and graduation data;
1 Subject grouping betwedviatural andHumanSciences;
1 Weightingsare done by course level®.g. undergradate (x1), Honours (x2),
Masters (x3) an®hD (x4);
The use of cost uniteferredt o as o6c valuesd, and
Adjustment factorseferredt o as o6a factord redtheti ons.
factor adjustmentvaslower for HWUs up until 1995 (CHE, 2004, p. 189).

Figure7.2 illustrates the level of funding allocated to universities taotnikonsup to 1994.
While there had been a significant increase in funding to universities coupled with a 73%
increase in enrolments, these were eradicated by the high inflettes the country

experienced during those years.
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Figure 7.2: Government Appropriations for Universities and Technikons (Rand
millions), 19861994

(Source: Cloete, Fehnet al.,2002: Chapter 2CHE Report, 2004, p. 191

According tothe CHE report, South African Higher Education in the First Decade of
Democracy( 2 0 0 Bupding rodels and mechanisms for South African public higher
education, as aginally put in place by the apartheid state prior to 1994, were fragmented in
accordance with the systemds fragmented i nst
arrangementséo (CHE, 2004, p. 188).

The SAPSE formula inherited from apartheid Sao@ithica continued up till2003when the

New Funding Framework (NFF) came into being. For a detailed acobthe history ofthe

funding formula in South Africa, see the CHE Report, Review of Higher Education in South
Africa: Selected Themes (2007). Althoutte NFF retained the two major aredsock grant

and earmarked fundingthe report indicated that Nation@bmmssionfor Higher Education

(NCHE) highlighted the disparities associated with the SAPSE formula and recommended that

a new funding framework ught t o be devel oppandiples aflequityg cogt
(including redress), developmentjemocratization efficiency, effectiveness, financial
sustainability and shared costso (CHE, 2004,

An extensive account of the financing of higheueation in South Africa, particularly the new

funding framework, is provided in the annual Ministerial Statements on University Funding
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