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One of challenges facing competitive higkducation in South Korea is how to make a good
balance between autonomy and accountability of drighducation institutions by effectively
utilizing limited public funds. Faced with this dieange, careful consideration of financial reform
and allocation measures on higher education itistitsl from the government is needed and the
financial resources from the private sectors shaldd be reconsidered.

This paper focuses on the financial autoypand external accountability of higher education
institutions under the Brain Korea 21 Phase Il &bpand identifies the relationship between the
funding agency, the Brain Korea 21 and New Univerir Regional Innovation Committee, and
the higher education institutions as to how thecaltion mechanism of the Brain Korea 21 Project
has been applied in the context of autonomy anduwaability. In this study, a purposive sampling
is used in order to access those people who hagtepth knowledge in a single case of Brain Korea
21 Project. The arguments for more market-orieotegew forms of governance can be understood
in the context of analytical framework. But whetldecentralization, openness, performance-based,
and selective support to strengthen diversity atwbantability produce quality or not remains a
visible question.

In a formula-driven and block grant lump-sum budiyem the Brain Korea 21 and New
University for Regional Innovation Committee undée Brain Korea 21 Phase Il Project has
provided the minimum condition for education andsearch and somewhat enhanced the
institutional autonomy of higher education insibas but financial autonomy has not been given
too much compared with the Brain Korea 21 PhasmjeBt because most resources sticks to the
stipends for graduate students as usual. And therr@t accountability of higher education
institutions has been increased in a form of sediheation and self-reporting based on performance



index and external audit of the Brain Korea 21 v University for Regional Innovation
Committee.

This paper will help state policymakers and higigucation administrators in making more
informed decisions when designing and implemenpegormance indicators, reflecting on the
trends toward innovative allocation mechanism#elights of international cases.

iii



Table of Contents

Y 0L = Lo P i
AbDreviations and ACIONYIMS. .. ...ttt et e e e e e e e e et e e e aeaeen Vi
S A0 T 11 = Vil
LISt Of TabI@S. .. .o e e e e e e e e e IX
IR 10T F o3 1T o 11
1.1 Background to the ResearCh...........ccooiiii i e e e e 11
1.1.1 The Funding Reform Process in Korean Higlwercgtion....................... 12

1.1.2 The Present Condition of Funding Higher Etiooan South Korea..........14
1.1.3 Public Resource Flows into Institutions ofer Learning in South Korea....16
1.1.4 Overview of Brain Korea 21 Project in Southréa....................ccooeveneeee. 16

1.2 Prior RESEAICK ... e e e e e e e AT

1.3 Research Motivation & Problem Statement ............... i vinine e, 18
1.4 Research Objective and Research QUestion............ovcciceiiiiiiiiiiiiiie e, 19
1.5 Structure of the ReSEarCN......... oot e e 19
2 Research Methodology.........ov v e e e e e 22
2.1 The Qualitative Research Method..............cccoo it e e, 22
2.1.1 The Concurrent Transformative Design.............vviccumer v ven e iie e 22
2.1.2 ASINgIEe CaSe StUAY.......iviieiiei e e e e 23
2.2 ReSearch ProCEAUIE ......... i e e e e e e e e e e 24
2.2.1 Data Collection ProCedure..........c.ouuuii it e e e eee e 25
2.2.2 Data Analysis ProCeaUIe..........iuiiie e e e e e 27
2.2.2.1 Data Measurement of Open Ended Qunsséind Closed Questions....... 27
2.2.2.2 Non-Probability sampling..........cccooiiiiiiii e e 29



2.2.3 Data Interpretation Procedure.............oooiiiii it i it e 31

2.2.4 Reliability and Validity...........cooiiiii i e e 31

3 Literatures Overview & Theoretical Framework ..o 34
3.1 New Modes of Governance Defined.... ... oeiie v e 34
3.2 New Modes of Allocation Defined. ... e 38
3.2.1 Types of Funding MechaniSm.............ccoeiiiiiiiiiii e e 38

3.2.2 Tendencies of Resource Allocation.............cccoov i i, 41

3.2.3 Review of Performance-based Funding..................... o ceeceeev 0043
3.3 Analytical Framework for Brain Korea 21 Project...........cccoovviiiiiinennnn. 44
3.3.1 Academic Freedom, Autonomy and Accountgbili............................ 44

3.3.2 Relationship between Autonomy and Accouhitgb............. ...............49

3.3.3 Relationship between Funding Modes, Autonand Accountability.......... 50
4 Brain Korea 21 Project in South KOrea..........o.oiiiiiiiii i e e e e 55
4.1 Identifying the Goals and MiSSIONS..........covovii i e e e e e 55
4.2 Performance MIleStONES. .. .....uor i e 57
4.3 Recipient Selection Criteria.......covovve i i e e e e e e e e e e e 58
4.4 Funding Model of Brain Korea 21..........oiiiiiiiii i e v e e 60
4.5 Performance Evaluation by the External AgencCy.............covvviiiiiiennnn, 62

5 Empirical Insights on Financial Autonomy and Extenal Accountability of Higher
Education Institutions under the Brain Korea 21 Prgect............cccvvvvviiinnnn 64
5.1 Role of Buffer Organization in Brain Korea 21INew University for Regional

INNOVALION COMMITIEE ...ttt ot e e e e e e e e e e a4

5.2 Public Allocation Mechanism of Brain Korea 21 Paje..............ccoevveenenn. 65
5.2.1 Fixed Earmarked Formula and Block Grantdfugn..................o.ceeeees 66
5.2.2 Comparison of Funding Modes in Brain Ka2é&Phase | and Phase ll........ 67

5.2.3 Measuring the Level of Financial Autonomy aRdternal Accountability

\%



between Phase | and Phase ... e 68

5.3 Synthesis of the Research FINAINGS...........coveeeeci i, 71

B CONCIUSIONS. . ..ttt e e e e e e e e et e e e e et e e e e 74
6.1 The Issue of the “Institutional Unit Suppaatid the “Individual Research Team Unit

YU 0] 00 1 PP 74

6.2 Possible Uses of Supply Sided Vouchers &®Biilansfer-Lease Scheme........75

6.3 Limitations of the Study and Further Research................coocoviiiin 77

REIEIEBNCES. . ... 79

Y 0] 0= T [0 85

vi



ABBREVIATIONS AND ACRONYMS

BNC Brain Korea 21 & New University for Regal Innovation Committee
BTL Build-Transfer-Lease

BK 21 Brain Korea 21

DEA Data Envelop Analysis

GDP Gross Domestic Product

HE Higher Education

HEI Higher Education Institution

HEIs Higher Education Institutions

IMD International Institute for Managemdégvelopment

IMF International Monetary Fund

KCUE Korean Council for University Education

KRF Korean Research Foundation

MEST Ministry of Education, Science & Teclogy

MoE Ministry of Education and Human ReseubDevelopment
MOSF Ministry of Strategy and Finances

MPB Ministry of Planning and Budget

NPM New Public Management

OECD Organization for Economic Cooperatio&velopment
PBF Performance-based Funding

PPI Private & Public Infrastructure

SCI Scientific Citation Index

vil



LIST OF FIGURES

Figure 1.1 Expenditures on Tertiary Education togtns in 2005 as Related to the GDP ....15..

Figure 1.2 Structure of the Research..............ooiiiiiiiii e 20
Figure 2.1 The Concurrent Transformative DesigR@$earch...................coccoiiiiiie e ennn. 23
Figure 2.2 The ResearCh ProCeUIES..........ouuiiii et e e e e emeeme e e e e e 25
Figure 2.3 Distributions of Respondents at HEIS... ... o ceoieiiiiiii e e, 29
Figure 3.1 The Accountability Triangle of Burton ®ark................ccooiiiiiiiiici e enes 35
Figure 3.2 Coordination Systems; the Crossing \&tisel Roundabout.............................. 37
Figure 3.3 Resource Flows of Public SUPPOrt.........coooii it iemmee e 002. 39
Figure 3.4 Examples of Four Funding Models.............cooiiiiiiii e 42
Figure 3.5 Autonomy & Accountability in the Relatghip between Government and HElIs........ 49
Figure 3.6 Funding Modes Conducive of Financial ohaimy & External Accountability of
HEE LS et e e e e e e e 51
Figure 4.1 Logical Model for BK 21 Phase Il Conduicito Performance-based Funding
MEChANISIM ... . e e e e e O
Figure 5.1 BK 21 Funding Modes Conducive of Finahg&iutonomy & External Accountability of
HE LS et e et e e e e 68
Figure 5.2 The Level of Accountability of HEIS...........comiiiiiiiiiiiiiiiiii i 10
Figure 5.3 The Level of Autonomy of HEIS..........coii i e e e e 71
Figure 6.1 Public & Private Partnership in a ForfmBoild - Transfer - Lease (BTL) Scheme...... 77

viii



LIST OF TABLES

Table 1.1 A Comparison of Investments of Variousi@des for Tertiary Education.............. 14
Table 2.1  Criteria for Judging Quantitative anga(tative Research............ccc..oovinnne. 32
Table 3.1 Comparison between Traditional and Perdmice-based Allocation Mechanism.....41
Table 4.1  Comparison between “World Class Unitiess and “2' Phase BK 21" Programs...56
Table 4.2  Recipient Selection Criteria Based @stiplines... cieeneen...D8
Table 4.3 Characteristic of Funding Model (Formitaven or Performance Based) ............. 62






1. Infroduction

1.1 Background to the Research

In recent decades, Higher Education Institution&I@{ in South Korea have grown
immensely and have undergone profound changesasimoilthose in European countries. The
massification of the private sector in HEIs hasugta with it the quantitative growth at national
level, but the quality level of Higher EducationEHin regional areas has not been successfully
achieved'

With the changes in Korea’s demographic structwe tw low birth rates, which reduces
the number of students seeking HE, and tuitiond#ie main source of financing within limited
government financial support; the public and pevagctors of HE in capital cities and regional
areas alike have been harshly affected. Based efighres presented in the Organization for
Economic Cooperation & Development (OECBEHucation at a Glance 2008&he public
expenditure in tertiary education in relation te tGross Domestic Product (GDP) in Korea is
only 0.6%. This is significantly lower than othelEOD countries, which spend 1.3%. These
figures suggest that one cannot neglect the mesmmatiirough which public subsidies are being
allocated to universities despite the fact thahifigant private funding needs to be available
because governments are facing increasing claimthen funds for sectors like health care,
national defense and pensions.

In other words, the foremost and the biggest chg#le facing competitive HEIs in Korea
are (1) how to permanently increase their finan@show to secure a stable source of funding

from the government, and (3) how to come up with iastitutional framework that will

! According to theworld competitiveness yearbopliblished by International Institute for Manageimen
Development (IMD), the quality level of Korean hegheducation is 53 out of 55 countries, 55 beirg th
lowest grade possible. But, the ratio of completidrhigher education is™4from the top level (IMD,
2008).
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effectively utilize these funds. Faced with theballenges, careful and close consideration of
financial reform and allocation measures of the dHHEbm the government is also urgently
needed on the basis of equity, efficiency and &ffeness.

Due to the limited resources, public funding in Bokiorea is allocated competitively on
the basis of research excellence determined bypen®rmance indicators. Therefore, HEIs set
their own research priorities encouraged by a guowent principle of “selection and
concentration.” However, this allocation mechanisray fail to achieve its goals of formula
based funding, when it is not properly measureduaded by wrong or absent incentives or
guality assurance system.

In addition, the financial resources for reshaand education overlap due to the fuzzy
roles among Ministries. Hence, the Government ofeldohas shifted the authority from the
central government to individual agencies in order foster institutional autonomy and
accountability. One of the shifts regarding puldiimds is being accountable to the buffer

organization called “Korean Research FoundationKKR

1.1.1 The Funding Reform Process in Korean Higher Education

Funding is one of the most vexing political isstlest the Korean governments and HEIs
have to deal with. The Korean government recognizesmportance of funding. It is a critical
issue affecting, sometimes even constraining, €veldpment of a higher quality of HEIs.

Financial support from the government in South l&dras been established as a full-scale
program since the reform of higher education systethe mid-1990s. The government began to
enlarge the resources for the private sector ofsHfid established unitary support so that the
HEIs would not deviate from the public and privagetor funding. In addition, the government
regulated the market competition for the “publiodband “social equity” despite the fact that
the private sector of HEIs has to rely on the duitiees for most of their finances and provisions.

However, when the economic depression of 199Kbiea, the Korean government
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placed the market economy at the forefront of theding principle to HEIs. Since the
stewardship by the International Monetary Fund (JMiE 1999, the Ministry of Education
increasingly has pushed HEIls for deregulation antbreomy even though the amount of
financial resources allocated to HEIs was not smgh to dislodge the current situation.

The 18" Korean Government's Educational Policy of 2003:2@@n be explained by the
government’s “three no’s” policy which was estalid to assure equity and fairness. They are:
(1) no entrance exam is to be given by a particutaversity, (2) there shall no donation for
admission, and (3) no one will not take into acedbe students’ high school rating with respect
to entrance exam to an institution of higher leagnilf a university does not follow the
government’s three principles, the government elates the quota recruiting system and reduces
the university’s funds. This is the government’sywdé trying to bring about a balance in regional
development because regionalism and favoritisndisligate issue in South Korea.

Because of its regimental nature and control, drnibe negative effects of this policy is
that it hampers the development of HEIs and lirndspetitiveness among them. Therefore, the
17" Presidential Undertaking Committee in 2008 comgas&Vhite Paper to foster institutional
autonomy and to produce an authority shift from @entral Government to other agencies.
Public and private institutions are taking stepsbolish the “three no’s” policy by 2012. This
shift implies also that, (1) the admission prodsdseing handed over to the “Korean Council for
University Education (KCUE),” the representative wctors in HEIls. (2) The funds are
accountable to the buffer organization, the “KRIRtg3) there is an effort to permit national
universities to become public corporations in tloswn right.

The Korean government creates the incentives traé funiversities to behave according
to the governments’ objectives by linking governtmé&mding to performance in order to
enhance flexibility and entrepreneurship to makeieft use of resources and effective use of

knowledge exercised.
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1.1.2 The Present Condition of Funding Higher Education in South Korea

This sub-section will provide the rationale for tmereasing of public funds from the
government. Financial support from the governmertlEls in South Korea, for the year 2007 is
13th out of 181 countries. This is inferior to théher OECD countries based &ducation at a
Glance 2008

The <Table 1> and <Figure 1> diagrams show that ghblic support for tertiary
institutions leaves much to be desired in view lodirt expansion. The annual expenditure on
educational institutions per students for all &etiinstitutions is $7,606. This is significantly
lower than the other OECD countries, which spendioraverage $11,512. This means that the
expenditure for all tertiary institutions in Koréaonly about 60-70% of other OECD countries.
The cumulative expenditure per student over theameeduration of tertiary studies is $26,089. It
is significantly less than the average of other OE®untries, which is $47,159. This indicates
that the scale of the expenditure invested in todests is the lowest level among the OECD
countries. In addition, most of the sources areftbe private sectors and only about 24.3% of all

investments are from the public sector.

Table 1.1 A Comparison of Investments of Various Countries for Tertiary Education

OECD Korea USA | Britain | Japan| Canada] Germany| France
average
Expenditure on tertiary institutions as a 15 24 29 1.3 14 2.6 11 1.3
percentage of GDP (%)
Public source 11 0.6 (3%) 1.0 0.9 0.5 1.4 0.9 1.1
Private source 0.4 1.8 (29 1.9 04 0.9 1.1 0.2 0.2
Relative proportions of Public source 78.2 24.3 (28th) | 34.0 71.0 431 58.6 91.3 85.6
public & private
expenditure on education
institutions, as a Private source 21.8 75.7(%) 66.0 29.0 56.9 414 8.7 14.4
percentage for tertiary
education
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Annual expenditure on educational institutions11,512 | 7,606(23rd) | 24,370| 13,506 | 12,326 M 12,446 10,995

per student for all tertiary education

Cumulative expenditure per student over the 47,159 | 26,089(19th)] m 58,654 | 50,167 M 66,758 44,202

average duration of tertiary studies

In equivalent USD converted using PPPs for GDP, by level of education, based on full-time equivalent

Source: OECD (2008), Education at glance

Figure 1.1 Expenditures on Tertiary Education Institutions in 2005
as Related to the GDP

3,0 - -
B Private expenditure

O Public expenditure

Source: OECD (2008), Education at glance

Johnston argues that faced with financial stringesnad trades off, the government and
HEIs in South Korea are faced with the followingedima (1) to lower the cost of tuition using a
loan scheme and (2) to consider other source efnay (Teixeira P. et al. 2006, p.60). In groping
for the direction of funding HEIs, the Korean gawaent requires that the deployment of
existing resources in the most effective manner #ng increases the resources from the

government and lowers the burden for students amdliés.
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1.1.3 Public Resource Flows into Institutions of Higher Learning in South Korea

The public funding of HEIs can be divided into grate schools, undergraduate schools
and colleges. The public finances for graduate @shaims to foster (1) “World Class Research
Universities,” (2) “Regional Universities with Spalized Fields,” (3) “Phase Il of Brain Korea
21,” (4) “High-tech Green-bio Research Towns,” (S3Regional Research Institute.” For
undergraduate schools and colleges the aims doster (1) “Teaching Centered Universities” vs.
“Research Centered Universities,” (2) “New Univees for Regional Innovation (NURI),” (3)
“University-Industry Collaboration,” (4) “MetropdAn Universities with Specialized Fields.”

However, the public funding given is mainly basedtbe stakeholders’ current plans and
policies. They only create new plans and projectsrder to increase their own budgets among
various ministries. As a result, the role of Miniss as funding agencies has been imprecise and

conflicted and the financial resources to HEIsmofteerlap among Ministries.

1.1.4 Overview of Brain Korea 21 (BK 21) Project in South Korea

In 2006, in South Korea, there were 221 four-yeagreater HEIs. Among them, 175 were
conventional universities, 11 teachers’ universjtid4 polytechnic universities, one Open
University, and 20 other types’ of HEIs. Howevérere was no official classification other than
the Korean government’s classifications of HEIsis-ik according to the mission focus of HEIs
(Shin, 2008, p. 4). The introduction of BK 21 pragr slated for the year 1999-2012 has
contributed to define the classification of resbarniversities.

The BK 21 Project is destined to cultivate highlgudauman resources among graduate
schools and consolidate to the project for “WorldsS Research Universities”. This project is
formulated in line with competitive and performafmsed management. The project has had

two phases of funding. In Phase |, from 1999 to52@0e HEIs have been allocated about $ 1.4
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billion. In Phase II, which began in 2006 and whiefil run to 2012, the HEIs have been

allocated an additional $2.1 billidn.

1.2 Prior Research

The studies on allocation mechanism under the BR&iect are relatively limited and
no literature in relation to autonomy and accouifitgtof HEIs under the BK 21 has been found,
because most research has been focused on thatevalof the project as a whole. However,
there have been several propositions and analyse¢keofunding principles in the context of
Korean HE.

When the BK 21 Project was instituted in 1999, Kih®99) analyzed the sustainable
development strategies for community-based unittessagainst implementation of the project.
Another Kim in 2006 raised the question relativegt@ntitative efficiency of BK21 Project in
South Korea. He tried to find out the relationshgiween the ratio of SCI papers and research
funds, quantitatively comparing BK 21 universitaasd non-BK21 universities based on the Data
Envelop Analysis (DEA).

One year later, Kim (2007) argued the problem afifag policy underlying the®1Phase
of BK 21 Project and Kim et al. (2008) analyzeckets and problems of the BK 21 Project based
on the results of the Delphi survey. They propofee performance criteria: (1) improving

educational environments, (2) fostering manpow&rjroproving research abilities, (4) fostering

2 First of all, the BK 21 Project was instituted i89P because the level of academic competence and

competitiveness in HE was lower than that of theeoOECD member countries, such as in international
journal publications as registered in ®e&entific Citation IndeXSCl). In 1998 the journal publications by
Scientifics were only 3.9% of American scientifigijfications in HEIs. Secondljsia Week '99eported
that Seoul National University, which is the mosimpetitive of the Korean universities, ranked third
among the High Quality Universities in the Asiagioa. Thirdly, the Korean HEIs increasingly rely on
universities abroad and cause about a 7 billioladdEficit in national revenue and expenditurer. &bof

the above reasons, the South Korean governmenttiygeseded to nurture high-quality human resources
for the forthcoming “knowledge society.” That is ythe Ministry of Education and Human Resource
Development (MoE) started BK21 Project in orderufsgrade the quality of university research and
elevate these institutions into “World Class Ingidns” of higher learning.
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international co-operation, and (5) co-operatiotwieen universities and industries.

In order to overcome the limitation of the presostudies and to consider the
endogenity derived from BK21 participation, PaikdaPark (2007) used the panel data of the
year 1999, 2002, and 2005 and analyzed the reseacefience of the®1Phase of BK 21 Project.
Seong et al (2008) recently developed a new evatluatodel underlying the 2nd Phase of BK
21 Project in order to access the net effect ofptfegram. There was also micro-level approach
on the structural equality model in order to finat the relationship among various factors as to
the satisfaction of participating students (Sohalet2009)

But my study, which focuses more on autonomy ancbw@atability of HEIs, will be

different from the previous research.

1.3 Research Motivation & Problem Statement

This research was motivated out of concern abautahid trends of marketization of HEIs
in South Korea. The New Public Management (NPMh@context of Korean HE policies aims to
foster autonomy and accountability of HEIs as iathd in the previous section discussed
regarding the research background. As earlier meati, the BK 21 Project also adopts a
competitive and performance-based management. Howivs not clearly defined how the BK
21 Project has affected the autonomy and accodityabf HEIs and whether its influence on
autonomy and accountability of HEIs is in line wilie national policy goals.

In addition, in a process of the BK21 project, teel of autonomy and accountability of
HEIs can be somewhat changed depending on theadfiacmechanism criteria the funding
provider offers. The assessment or selection @itathe BK 21 Project can also change when
turning into the second phases. Therefore it wdaddinvaluable to find out the relationship
between the funding agency and the HEIls as to Hmwatlocation mechanism of the BK 21

Project has been applied in the context of autonanadyaccountability to HEIs.
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This research on HEIls debates whether decentializabpenness, performance-based,

and selective support strengthen diversity andatedility produce quality or not.

1.4 Research Objective & Research Question

The purpose of this research is to review the pudlliocation mechanism to HEIs in the
light of the Phase Il of the BK21 Project in Sowbrea, by addressing and analyzing the
financial autonomy and external accountability dElsl at the governmental and institutional
level. This research will provide information tcses state policymakers and HEI administrators
in making more informed decisions when designing iamplementing allocation mechanisms to
distribute financial resources to HEIs, as refldcta the trends toward more innovative and
competitive public funding in South Korea.

Based on the above considerations, the main rdsgagstion of this study is as follows:

To what extent have the allocation mechanisms Uyidgr Phase Il of the Brain Korea 21
Project contributed to the financial autonomy amnxteenal accountability of Korean higher
education institutions?

1.5 Structure of the Research

As a way to provide an organized analysis of tilseaech question, five sub-questions are

addressed in sequential order and the researcmpased of six chapters (See Figure 1.2).

1) How can the funding and steering principlesrierpreted and conceptualized in the light
of relevant international literature on the subjettenhancing financial autonomy and
external accountability of HEIs?

2) Does the BK21 Project measure up to its goalsiastruments?
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3) In what way and why has the government desigmeadjusted its funding formula and

selection criteria for the BK21 over time?

4) What is the role of buffer body Brain Korea 2IN&JRI Committee (BNC) and how have
universities participated in the BK 21 Project @sged to the governance and funding
system?

5) What lessons that can be learned from the BKP&iject in terms of governing and

funding instruments that it has made use of?

Figure 1.2 Structure of the Research

|| Chapter 1 Infroduction ||

*
Chapter 2

Research Methodology

*
Chapter 3

Literature Overview & Analytical framework

for Financial Autonomy & External
Accountability based on Governance
Theory & Allocation Mechanisms

v v
Chapter 4 Chapter 5
Review & Document Empirical analysis to the
Analysis of BK 21 > Financial
Autonomy & External
Accountability under BK21

A 4
.......................................... >|| Chapter 6 Conclusions ||<
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The main question discussed in Chapter 1 givesvarview of funding reform process in
South Korea. In order to find out the role of BK Rfbject, it is essential to discuss on the current
problems facing the HEIs in Korea and how the gowemt approached these problems. In
Chapter 2, in the research design and methodolegyos, why the inductive reasoning is used
and an explanation of why are given.

The first sub-question will be explored in Chap®erwhere the governance theory and
allocation mechanism for the analysis of finan@atonomy and external accountability are
discussed, and their central concepts are defined.

The second sub-question will be addressed in Chdptehich reviews and analyzes of
public documents and literature in order to intetghe autonomy and accountability of HEIs
underlined in Phase Il of the BK 21 Project.

In Chapter 5, the fourth question will be interpefrom an empirical data. This will help
clarify the financial autonomy and external accaibility under the BK21 Project. First, the role
of the buffer body, BNC, will be interpreted andwhand why output based funding was more
emphasized in BK21 Phase Il than in Phase I. HaheeBNC and universities response to the
funding systems will help to consolidate my anaysVhile analysis of outcomes might not be
sufficient to generalize cause-and-effect relatigos this information can help researchers to
decide whether or not the introduction of perforocebased management and evaluation helps
financial autonomy and external accountabilitynat institutional level.

Finally, this paper will be concluded in Chapterb§, presenting the lessons that can be
learned from governing and funding models, and wees forward while discussing the

limitations of the study.
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2. Research Methodology

2.1 The Qualitative Research Method

In order to examine the autonomy and accountabdityHEIs, this study adopted a
gualitative research method, which can use botlitgtiee and quantitative elements. However,
this research is more conducted in an inductiveaeiag process of survey questionnaire and
telephonic interviews through the combining of vas literatures available this subject.

In a process of inductive reasoning, it is impartarfind out whether the observation and
data collected from the Brain Korea & NURI ComnettBNC) and HEIs were relevant to my
theoretical frameworks. The inductive research ,dathough gathered in a relative short period
of time, is fully adequate to investigate the aotogy and accountability of HEIs in Korea.

This study, that is primarily qualitative, is mesesii quantitatively in order to find out the
level of financial autonomy and external accounitigtof HEIs, while comparing the governance
and allocation mechanism of funds during the Phasel Phase 1l of the BK 21 Project. And the
use of quantitative data and measurement suchaéistiss and figures enhanced descriptive
understanding of the phenomenon and a crediblevaguand strengthen internal validity of the

research design.

2.1.1 The Concurrent Transformative Design

The concurrent transformative designesed in this study, in particular, aims to employ
the method that will best serve the theoriticalspective of my research. The two types of data
was collected at the same time during one dateaalh phase and the priority was given to
typically qualitative data. And the different dateas integrated during the anlaysis phase,

although integration during the intepretation phasaild be inclined to be more qualitative.
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(Tashakkori & Teddlie, 2008, pp. 142-144).

Figure 2.1 The Concurrent Transformative Design of Research

N

QUALITIVE Interpretation
QUALITIVE Quantitative & of
Data Data | Quantitative | QUALITATIVE
Collection Collection Data Analysis
\ / K Analysis /
—
QUALITATIVE > Quantitative QUALITATIVE > Quantitative QUALITATIVE

By using two phases, this research desigine is t@bfjive voice to diverse perspective,
to better advocate the participants, to better tstded the phenomenon of process of research
results. This type of design is particularly desieabecause many important variables of interests
were not manipulable.

Given the considerations above, this research degg appropriate because one
gualitative element alone will not provide compnesige answer to the nature of main research
guestion, which focus on the level of financialangmy and external accountability during the

Phase of BK 21 Project, and strengthened the fgsdwwhen compared with international cases.

2.1.2 A Single Case Study

This study also adopted a single case of wiaie approach. Although the terms
gualitative and case studyare often used interchangeably, the case stueharmgs can involve
gualitative data only, or both qualitative and diitative elements (Yin, 1994). A case study is
said to be an exploration of a bounded systemaasa over time through detailed and in-depth

data collection involving multiple sources of infieaition rich in context (Creswell, 1998, p. 61).
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The main consideration for choosing such glsinase study of BK21 is that it can provide
unique and detailed understanding of a phenomeltloough it may challenge a theory or lead to
an appropriate result if the data is insufficieviln suggested that multiple cases study could
reduce a suspicion and limited value of a singlsecand allow for greater opportunity to
generalize across several representations of thegohenon (Yin, 2003, in Green L. et al., 2006,
p. 115). As a general rule, qualitative researclaeesreluctant to generalize from one case to
another because the context of cases differs.

However, the generalizability of case study banincreased by the strategic selection of
samples (Flyvbjerg, 2006, p. 229). My research abje is to achieve the greatest possible
amount of information on a given problem or a pheanon of BK 21 Project so that a
representative case and purposive samples aredsteappropriate strategy.

Hence, in this study, a purposive sampling useatder to access “knowledgeable people”
those who have in-depth knowledge in BK 21 Progut allow me to concentrate on instances
that would display a wide variety to illuminate easch questions at hand (Cohen et al., 2007, p.
115). The success or failure of this unique andeex¢ case of BK 21 is dominated by the test
whether different respondents fall with equal viesmsautonomy and accountability of HEIs. A
critical case strategy used in this study can pl@vihe possibility to formulate a generalization to
permit logical deduction of the type; “If it is vdlfor this case, it is valid for all or many cases
In its negative form, the generalization would Hé,t is not valid for this case, then it is not

valid for any or only few cases” (Flyvbjerg, 20(6,230).

2.2 Research Procedure

First of all, this research discusses my data cidle procedures, and then secondly,
describes the techniques used to analyze the alastdblish credibility in my findings; (1) the

author collected background materials and revietheth, (2) elaborated survey questionnaire,
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(3) then made some in-depth phone interviewing @oitkcted data, (4) analyzed and interpret

them, (5) checked its validity and (6) finally cameea conclusion. The figure below shows my

procedure in greater detail;

Figure 2.2 The Research Procedures

1st Phase — 2nd Phase — 3d Phase
Collect Background Survey Questionnaires In-depth Phone
Materials & Review - MEST/ BK21 & Interviewing
the Literature NURI Committee BK21 & NURI
- Desk Research - 30 Universities (23<30) Committee
- Web Research - 3 Universities
- Official Papers
- Institution’s Yearly Book
4t Phase — 5t Phase — 6t Phase
Data Analysis & Check the Reliability Conclusion
Interpretation & Validity

2.2.1 Data collection Procedure

In the first phase of research, the author colteb@ckground materials and reviewed the
literature on the application of innovative publicxding systems in other settings. The author
elaborated on it, examined it and criticized it. darticular, the author examined the official
documents of the “Plan to Operate the National #68a2008 — 2012,” the “Guide for BK21
Project” and the “Higher Education Funding Poliegats Policy Strategy.” These documents are
gathered from public web sites, government, andpcanofficials. The author also considered

public statements of the OECD reports.
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In a second phase of research, the author sentil®-raaquestionnaire survey to the
representative of organizations of the direct puhlnding. The author contacted several officers
on the supply side in the Ministry of Educationjedce & Technology (MEST) and BK 21 &
NURI Committee. On the demand side the author cbedathirty university groups who
participated in the BK 21 Projects. These helpeddétermine the level of autonomy and
accountability of HEIs and whether or not the cotreinding scheme made desirable effects on
the autonomy and accountability of HEIs.

One of the important factors in determining the liqyand the success or failure of my
survey research was the response rates of thei@uestes. Low responses would decrease the
statistical power and external validity used indrikscale. If the statistical power of research was
low, the study might have been too small to desaxst differences. If the external validity was
poor or unknown, the results of a recent reseaocifdcnot be reasonably generalized. Therefore,
with a view to maximizing the response rates andimmizing response biases, the construction of
an effective mail questionnaire was needed (SeeeAqlig A and B). The instrument needed well-
designed questions; it also had to have a formathvncouraged respondents to complete it. In
order to assure effective instruments the authiot-pested a questionnaire to several universities
before sending them to other respondents. Couerdeintroducing the researcher and the purpose
of the study to the respondents, were made brigftarthe point. Non-response to questionnaires
was dealt with through follow-ups, notifications fmail and phone.

In the third phase of this research, the authotyaed the survey data, and conducted
gualitative in-depth interviews with the senior adistrator of BNC as to the direct funding on
the supply side and on the demand side to severattors of research teams at several
universities in order to consolidate my theoretlzated analysis. As Oppenheim pointed out, it is
not easy to generalize all variables with smalh-random samples. A response of twenty-three
on the thirty questionnaires is not such a smafiga (Oppenheim A. N., 1999, p. 71).

At the conclusion of each interview, the authoreaskhe interviewee if there is anyone
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else to speak with to gain additional insights.Esterview was guided by a series of questions
in a restricted time.

It should be noted that the interview method hadesdrawbacks such as being relatively
expensive in terms of time and money, and havirgg gbssibility of incorporating biases or
subjectivity. However these drawbacks were to @edaextent reduced by cost conscious
budgeting on my limited financial resources. Intemlly leading questions were strictly avoided
as a precaution to minimize unnecessary biases.atltigor referred to minimizing and not
eradicating biases, because the issue of biasngplea. Despite the possible biases in the
interview method, which were different from the sgtiens in the questionnaire, where a
participant could decide to discard a particulaesjion or answer the question partially or
incorrectly, sometimes the author supplementedgitieof response with an interview session.

The in-depth interview rather than focus-groupddrinew was adopted when the author
had phone interviews with the senior administratbBNC and University officials. The time
limit, the time difference, and long distance fridme interviewee were some intervening factors.

The qualitative method of an in-depth interview lded me to gather sufficient
information to establish a theory, to help devajoestionnaire items for survey research, and to
understand the reasons behind a particular phermmdrne author recalled that the in-depth
interview was more beneficial to use than focusigsal interview in that in-depth interview has

a wealth of details to provide and more accuraparses on sensitive issue can be gathered.

2.2.2 Data Analysis Procedure

2.2.2.1 Data Measurement of Open Ended Questions and Closed Questions

The term “operational process” is usually useduarditative research. It is the process of
decomposing abstract concepts and designing a Wwayeasuring variables and indicators in

order to research hypothesis using empirical olasienvs. The questionnaires to the HEIs was
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asked in the following manner; multiple-choice digess, open ended questions, and, in general,
contained fourteen statements to rate in termé@fite point Likert scale (Strongly Agree =5,
Agree =4, Neutral =3, Disagree =2, Strongly Disagr#). (See Appendix B).

The reason for using the Likert scale is that gasier to use and understand both for the
researcher and the respondent, and the codinglhasabe interpretation is easier compared to
other scales. It also takes less time to explairespondents the rating system. Limitations with
the Likert scale is that wording of the descriptosgegories most probably affect the responses
and artificial categories might not be sufficieot describe a complex continuous, subjective
phenomenon. Furthermore, too many response cagsgoay lead to difficulties in choosing and
too few may not provide enough choice or sensyivdrcing the respondent to choose an answer
that does not represent the person’s true intdrg.author was well aware of that and so kept my
guestions to a minimum.

Finally, a total score from the Likert index may lige result of many different
combinations of ratings, which leads to a lossnédrimation about the scale items. But, the use
of sum scores can lead to incorrect conclusionausee of limited range of optiorEherefore it
was desirable to use the 7 or 10 points scaleatdhls appears consistent with other variables.

In order to supplement this quantitative limitatiaf the Likert scale, open-ended
guestions were used in the middle part of quesdiman However, open questions are more
desirable at the end of the closed-ended quesii@nisa that people can write in a longer
response if they wish to.

Oppenheim pointed out that open-ended questiors), gwugh they are often easy to ask,
are difficult to answer, and still more difficutt analyze (Oppenheim A. N.,1999, p. 112). When
open questions were attached to a questionnatends to slow down the administration, be hard
to record the long responses, be difficult to cedpecially if multiple answers are given, and
enables respondents to raise new issues. Althdughespondents felt great freedom that they

were able to speak their mind with self-adminislegeiestionnaires, respondents might not be
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willing to write a long answer and decide leave question blank. And finally, it was difficult to
know the meaning of a blank answer when one cartieetanalysis of the responses.

On the contrary, closed questions like on the ltikeale tend to be quicker to administer
so that they are often easier and quicker for ¢éisearcher to be able to record responses, tend to
be easy to code. But they have a disadvantage farsas respondents can only answer in a
predefined way and that new issues cannot be raispondents might be forced to answer in a
way that may not match their actual opinion and m@gome frustrated. It can be concluded that
closed questions were quick and easy to checknaffraight be more likely to be answered by

the respondents.

2.2.2.2 Non-Probability sampling

In order to provide evidence validity on BK21 Pudjethe purposive samplings were
sent to those people who were directly involvethm Phase | and Il of BK 21 Project. With kind
assistance from the universities, the author hesived the questionnaire surveys from twenty-
three participating universities in BK 21 Projedr fthe year 2004-2009. The ratio of the
respondents was 77% (23<30) after calculating éspanse rates with missing values for any of

the variables used in the analysis. And the typpesspondents are as follows;

Figure 2.3 Distributions of Respondents at HEls
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As the above figure shows, the samples collectgghniiave variables between universities
depending on public or private sectors, locatidrth® University, and the position of respondents.
The samples of course imply a bias with respetietds or disciplines with the highest and lowest
proportion of research groups involved in BK 21haties. These biases seem to have contrary
implications, but qualitative in-depth interviewsnclucted in both BNC and HEIs covered these
biases and helped to interpret the relationshipvéseh autonomy and accountability based on
allocation mechanism and had a limited impact an dhalysis of the financial autonomy and
external accountability relationship between ursiters and funding agency.

Focusing on meso-level's interviews, the resporgletdld me little about the
organizational structures’ forces and historicarades. But based on the respondent survey and
interviews, the analysis was conducted in a deseeipvay to discover the relationship between

autonomy and accountability.
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2.2.3 Data Interpretation Procedure

In chapter 5, the author will discuss how well #rapirical data fits the theory based
analytical framework. It will be interpreted andngealized how BK 21 funds were allocated and
how this allocation mechanism affected financiabaomy and external accountability of HEIs.
While focusing on patterns, comparing results vitie literature, official documents, survey
guestionnaire and interviews, the relevance of Imepty was consolidated. Despite the empirical
insights, the author made further findings to fimat the performance-based management and

related it to the financial autonomy and extermaloaintability issues.

2.2.4 Reliability and Validity

In order to improve theeliability andvalidity of research and evaluation of findings, this
study adoptedriangulation method. Thetriangulation is defined to be “a validity procedure
where researchers search for convergence amonglaahd different sources of information to
form themes or categories in a study” (Creswell &8lé, 2000, p. 126). Researcher Patton also
argued that the study could be strengthened byusiengulation of several kinds of data and
sources which includes quantitative and qualitatyeproaches (Patton, 2001, p. 247).
Engaging multiple methods such as a participatesgarch in the®1Phase BK 21 Project as a
graduate student from 1999 to 2000 as well as guguestionnaires and interviews collected
from BNC and HEIs leads to more valid, reliable aigerse construction of findings.

The term ofreliability and validity are common in quantitative research and it is
reconsidered in the qualitative research paradi@uwiafshani, 2003, p. 597). Guba and Lincon
(1985) proposed early a four-point criterion fodging the soundness of qualitative research and
explicitly offered these as an alternative to mwealitional quantitatively oriented criteria. But
the criteria offered by them are problematical ‘dnese the belief imultiple constructed realities
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rather than aingle tangible realityis not consistent with the idea that criteria jisdging the
trustworthiness of an account.” Acknowledging thi®eblem, in later work (Guba and Lincon
1989, 1994) proposed a fifth criterion, “autheniti(Lincoln & Denzin, 2003, p.173). The

proposed quantitative criteria and the qualitativieeria are listed in the following table.

Table 2.1 Criteria for Judging Quantitative and Qualitative Research

Traditional Criteria for Judging

Quantitative Research

Alternative Criteria for Judging

Qualitative Research

Internal validity

Credibility

External Validity

Transferability

Reliability

Dependability

Objectivity

Confirmability

One can conclude that a concern watiedibility should replace truth-value since “the
most critical technique for establishingedibility” is through “peer review” or “member checks”
(Guba and Lincon, 1985, p. 314). Therefore, keytigigants in the interviews were credibly
consistent with their understanding of the BK 2Djét. In the table abovetransferability
replacesexternal validity as conventionally conceivediependabilityis a replacement for
reliability as conventionally conceived. All of this is to fioéfilled by peer-auditing procedures.
Auditing is also useful in establishingonfirmability, a criterion designed to replace the
conventional criterion obbjectivity(Lincoln & Denzin, 2003, p.172).

Lincoln & Denzin says that following the exp&ory analysis, the internal validity of
proposed model can be figured out. In order toswa&sthe analysis of this study to check the
reliability, resamples from other HEIs was taken from theimaigdata and check these variables
if fitting can be repeated several times. The tesol my research are most believable from the
perspective of the participants and observatioBKf21 Projects. They are the only ones who

can legitimately judge theredibility of the results. This study contains enough defailsan

32



external reviewer to understand the BK21 Projedttarir relevance to other situations. The only
way to establistcredibility is to create a detailed description of empiricatiadand analysis in

context so that others in a different situation eaness the similarities and differences to their
own situation. Therefore, the financial autonomy &xternal accountability of HEIs based on
allocation mechanism can be generalized or tramsfd¢o other international contexts or settings.
Finally, this research has a level of credibilitydaransferability based on the empirical analysis

so that it verifies my theory in the end.
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3 Literatures Overview & Theoretical Framework

The difference of governance varies from countrgaontry. This means that there is a
multifaceted nature of governance, where diffedemtensions of autonomy and accountability are
practiced. Hence, the established governance puoeemhd resource allocation mechanism of
Korea are the foundation for this research. The tiweoretical frameworks of governance
processes and allocation of funds will be takea &80 sides of same coin. They are adequate to
describe the dimensions of governance and thetgftécallocation mechanisms in the system of
HEIs in Korea. Funding modes are tightly linkedtle governance. That is, different forms of
governance are practiced depending on the fundisge® in place. Depending on the system of

governance chosen, corresponding funding systdowsl

3.1 New Modes of Governance Defined

“Governance” is a “processes aimed at coordinastahility and structure in a world of
actors of different size, power and resources’ef8tet al., 2007, p. 22). The term of governance
is related to the changing role of the state, #lations between the state and its institutions,
society and economy and the political governindhefse. It is an umbrella concept for a wide
variety of phenomena (Pierre & Peters, 2004, ditediihonen, 2004, p.44).

The economic recession of the 1980s and early 1886sd governments to adapt their
governance and to put economic considerationseafdtefront of their governance approach.
Burton R. Clark proposed a simple but very inflightnodel of coordinating system on HE. His
triangle of governance (Clark, 1983, p. 143) repnés three different forces operating in HE: the
state, market and academia; and, in particular,gtbevth of influence of the market with an
initiative of entrepreneurial universities. His @omance triangle can be also related with
substitutions to state priorities, academic congeand market forces in order to create an
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accountability triangle (Burke, 2005, pp 21-24).

Figure 3.1 The Accountability Triangle of Burton R. Clark

State priorities (Political)

Market Forces (Market)

Academic Concerns (Professional)

(Source: Burke, 2005: 23)

Since the market also leads to an efficient alioocabf goods and resources, governments
have been changed influence over times in regglatia market failure.

Market failure occurs when freely functioning maskefail to deliver an efficient
allocation of resources. The result is a loss efad@nd economic welfaré&rom the viewpoint
of society, market failure exists when the competibutcome of markets is not efficient. This is
usually because the benefits that the free-maxka&iecs on individuals or businesses carrying out
a particular activity diverge from the benefitsstuciety as a whole (Riley, 2006).

A quasi-marketarises when governments intervene to correct hineatened market
failure. In HE, government use fiscal policies @mder-informed ones.

Political science speaks about this shift. In pegitscience literature, this newly defined
role of national government is often referred toeasventing governmerfOsborne and Gaebler,
1992, p. 427). This happens when the central govenh establishes broad policies, combines
them with budgetary issues, and transfers respiihsiior growth, innovation, performance and
output to the decentralized institutions. At suthet terms such as “competition”, “strategy
development”, “result and goals orientation”, “auser orientation”, and “market orientation”
become frequent and common in the public sectiarge and are well recognized in fields of HE.
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In HE the reinvention of government has been deedrias a shift-paradigm from the
state controko thestate supervisorynodel (Maassen and Van Vught,1994; Maassen 199@).
implicit assumption underlying this model is thaswpervising role of a State leads to a better
performance of HEIs than a controlling model.

In the late 1980s and 1990s the nature of govertaherervention changed and the shift
from state controlto state supervisorypecame clear. Guy Neave has termed this new férm o
state-driven intervention as the “Evaluative Stafideave, 1998). Thé&valuative Statds a
redistribution of functions between government &itfls so that the functions previously vested
in government are assigned to the individual ingstihs. ThisEvaluative States linked to (1)
lump sum budgeting, (2) contractual financing, ¢Bgater margins of discretion in internal
budget allocation within the university, (4) thelieasing importance of staff productivity and the
means of verifying it, and (5) the assignment afpansibility for strategic development to
institutional leadership and its supporting manag@niDe Boer & Goedegebuure, 2003, p. 211)

The above-discussed conceptual framework of gomemahift fromstate controko state
supervisory that is, whether government should regulate #taild of the market operation, is
new. The detailed and centralized state reguladiosh the formal input oriented procedures of
allocation have been changed so that the autonamyesponsibility rest on the single HEI in
order to improve competitiveness, more efficient affective use of state money and an
improved capacity to meet market needs. One camhs¢ehe traditional governmental funding
of HEIs is being questioned and newly defined rofegovernment, in the sense tdan
governmentis being proposed. And the notions of ‘less goment and more governance’ and
‘from governing to governance’ are proposed (DerBaeal., 2006; Neave, 2008).

However, totally free markets are not a realisptian in many of the sectors of economic
activity, as illustrated by the recent breakdowriiméncial market in the neo-liberalism world of
finances. An alternative option might be resumethafollowing principle: ‘Competition where

possible, regulation where necessary’ (Kay & Visker988, p. 287). This principle comes down
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to repositioning government and striking a balabnegveen competition and regulation. Such an
approach is commonly namgzkrformance based steeringVhile retaining the ‘light touch’
character of governmental involvement, performamaged steering supplements market forces
with persuasion and discretionary rewards and puoménts, which are designed to nudge
universities in directions judged to be in the pubhterest measure the doing so as not to
overpower them. This steering protects the unitiessiautonomy while helping them balance
public values with private market forces (Massy)2®. 17).

The diagram below (Van Asseldonk et al. 1999; Jwegh 2004), although extremely

simple, consolidates the ideas betwestate controland astate supervisingystem.

Figure 3.2 Coordination Systems; the Crossing versus the Roundabout

VoY
NV

Source: Jongbloed (2004: 90)

On he left part, a diagram is shown depicting a tegfinction with traffic lights on all four
corners regulating the flow of traffic. Creatingcaptable queuing times requires substantial
effort in terms of programming the traffic light®ne first has to study the intensity of the traffic
at that exact location, incorporate “real time”amhation on traffic flows in response to the
duration of red and green signals, install trafights for pedestrian crossings, and prevent the

lights from turning green all at the same time gldoed, 2004, p.89) This complex procedure
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resembles the state controlled funding model basdihe-item budget3.

The right side of the diagram, a roundaboutraffic circle, aims to represent the state
supervision model. There are no traffic lights antly one simple rule regulating the traffic flows.
That rule is: the traffic on the roundabout hasnty. This system of coordinating traffic flows
does not require an extensive information systeme. flow of traffic is much smoother compared
to the intersection traffic lights system. But whahore important is that those participating in
traffic feel more in control and interact directiyth other participants (Jongbloed, 2004, pp. 89-
90). This provides a different set of incentivesldehavior and leads to the idea of Performance-
based Funding (PBF), which allocate a small amafnfunds, based on the performance

indicators in a form of block grants.

3.2 New Modes of Allocation Defined

In the public sphere, resources are allocaterbrding to the availability of financial
resources dependent on fiscal policies and reguistiTherefore, the role of the government is to
deploy existing resources in the most efficient afféctive manner and lower the burden of
tuition of students and families. In order to aeriat clear notion of the allocation mechanism of

Brain Korea 21 program, one needs to focus firstesource flows of public support to HElIs.

3.2.1 Types of Funding Mechanism

The following figure indicates how public suppastprovided to the supply side of HEIs

and the demand side of the students and families.

® In line-item budgeting, public funding is allocatdparticular items or types of expenditure that a

the major inputs of the production processes. Tiredade salaries, capital investments, travel esps,
and building maintenance. After the budget perioel government reviews income and expenditure in
order to find out whether the funds were expendedhe objects for which they were appropriated
(Kivisto, 2007, pp. 103-104).
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Figure 3.3 Resource Flows of Public Support

Public Support of HE for

\

Indirect Funding of Institutions &
Direct Funding to the Ins\ﬁtuﬂon Direct Support fo Students and
\
Institutional Capital University Financial Aid
Recurrent Investments for Based to  Students
Expenses Specific Research & Families
Purpose
\
Negotiated Formula Categorical or Granfs & Student Tax
Budget Funding Earmarked Scholarship Loans Benefit
Funds
.
Staff Enrollments Student or Administrated Student Aid
Performance
Costs & Cost per Priority by the Vouchers
based
& Students Based Institutions (Demand  Side
Other Allocations themselves Vouchers)
Inputs (Supply Side
Vouchers)

In the figure above, the government provides publipport to universities for three
principal purposes: (1) to finance the cost ofringion and operation with recurrent expenses,
(2) to give some capital investment for specificgoses, (3) and to encourage university based
research (Ziderman & Albrecht, 1995; Salmi & Hauaim 2006). The former researchers
suggested four basic types of allocation mechanrsygotiated funding, input-based funding,
output-based funding, and student-based fundingd Aia Min-Joo (1997) integrated the

previous researches and categorized them into ttymes of allocation mechanisms: (1)
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negotiated funding, (2) formula funding and (4) kedrbased funding. The key issue addressed

here is how the level of public funds is allocaé@dong the various institutions.

- Negotiated budgets or negotiated fundingNegotiations between government and
institutional officials are the traditional meang twvhich HEIs funded. The levels of
funding are decided by a negotiation process basddput criteria (e.g. historical trends)
and on performance-based criteria. If performaraset criteria are used, the result of the
negotiated process is typically a performance agee¢. Performance agreements are
regulatory agreements between government and tagpétEl in which, in addition to
budget level, objectives are determined. Indepenfiitem the allocation mechanism, the
budget is then typically distributed to instituteorms line-item budget or block grant
budget?

- Categorical or earmarked funds Categorical funds usually involve the government
designating a particular institution or group ostitutions to receive funds for specific
purposes, for instance, to correct the past undanging.

- Formula funding: Many countries over time have moved away from nated budgets
and earmarked funds toward some other form of ftartaallocate funds to an institution.
The formula differs between countries and variesosting to the basis on which the
criteria are used. The criteria used in determirforgnula funding traditionally include
inputs such as (1) the size of staff, (2) the nundfeenrolments and (3) the cost per
student. Some formula funding is non-traditionad annovative. They are typically
priority-based funding and use performance-basedponents. Priority-based funding is
an approach in which adjustments of the formularaesle to reflect the national and
regional priorities which the labor force needs.ofker non-traditional formula funding
approach is when performance measures are usedtéorine all or a portion of the
funding formula, in which governments pay for theamme or results.

Competitive funds: Competitive funds are an alternative to the mosalitional
approach of establishing categorical funds. Theseusually funded on a project-by-

* Block grants are basically a specified sum of funithout restriction and can be used for whatever

purposes the recipient agency or institution deestesvant. Specifically, funds can be transferrexir
one budget category to another and from one yetretmext. In more restricted case, the budgetlis s
subdivided into broad budget categories, and tearaf funds from one budget category to another wil
have to be approved by the funding agency. In eshto block grants, when line-item budgeting syste
are put into effect, the funding agency retainspbeer of resource allocation. There are no traasié
budget category and no inter-annual financial caxgr feasible (Herbst, 2008, pp. 68-69).
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project basis for the purposes of improving quadihd relevance, promoting innovation
and fostering better management objectives thatldfieult to achieve through formula
funding or categorical funds. The allocation of gmtitive funds is based on peer review.

Traditional and performance-based allocation meshas of government funding are

shown in the table below.

Table 3.1 Comparison between Traditional and Performance-based Allocation
Mechanism

Traditional Performance-based

Negotiated budgets: The state allocates | Perfformance agreements: Governments enter into
funds that are negotfiated between | regulatory agreements with institutions and set

government agencies and institutions. mutual performance-based objectives.

Categorical funds: Categories of institutions | Competitive funds: HEIs compete on the basis of
designated as eligible for funds for specific | peer-reviewed project proposals against the
purposes including facilities, equipment and | backdrop of a set of objectives.

programs.

Funding formulas based on size of staff or | Funding formulas based on output (e.g. number of

number of students enrolled. graduates per year) or outcome measures (e.g.

academic ranking of HEIs)

(Source: Salmi, J. and A. M. Hauptman (2006), Resource Allocation Mechanisms in Tertiary
Education: A Typology and an Assessment, in Global University Network for Innovation (ed.) Higher
Education in the World 2006. The Financing of Universities, Palgrave MacMillan, Basingstoke, U.K., p.

64)

3.2.2 Tendencies of Resource Allocation

As discussed above, PBF focuses on measures oblitsugimd outcomes rather than
traditional input oriented allocation in order tteexr universities (Jongbloed & Vossensteyn,

2001; Geuna and Martin, 2003). The following figufermulated by Jongbloed & Koelman
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(2000), will help us understand the current treoidsllocation as it classifies the mechanisms.
One can see in the figure that the vertical ax@ale the degree of decentralization and
the horizontal axis expresses the degree to whamrergments are paying for the outcomes

instead of inputs.

Figure 3.4 Examples of Four Funding Models

Centralized Regulated approach

A
Q1.Negotiations on funded Q2 Formula fugdircorporating

on staff & student numbf7§ credits or Rededssessment Exercise

Input orientation -« P»  Outcome orientation

Q4 Vouchers Q3Tenders

v
Decentralized Market approach

(Source: Jongbloed 2004: 5)

In the above four quadrants one can see four fgndimodels. There is a gradual
clockwise movement from the quadrant 1(Q1) towattts quadrant 3(Q3). This movement
coincides with the trend towards steering from a distancar more self-steering model as in the
roundabout metaphor presented Figure 3.2 (Jongl2068, p.16). More clearly, there is a move
away from the negotiated line-item budgeting (Qtdwards a more transparent and rational
performance-based funding mechanism (Q2) whichaogsl block grants for research and leads
to competitive contract funding (Q3). This trendeafs established government and HEls
relationships as well as the traditional mode oérapon within HEIs. Considerinthe current
trends of funding mechanisms of other OECD cousitrilee direction of moving toward a more
market oriented encourages institutions (1) to lwrenefficient, (2) ensures that they deliver

value for money, (3) raises the quality of servicasd (4) stimulates them into generating
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revenues from entrepreneurial activities.

3.2.3 Review of Performance-based Funding

PBF represents one of the innovative allocation haeisms in HE financing in recent
decades. HEIs up until recently had been fundeautir traditional methods that focus on input
from the government. Such inputs include the nunoibetudents enrolled multiplied by costs per
students. Contrasted to input related criteria, dbput-based performance funding tends to be
more transparent than other financing mechanismgeifformance indicators are publicly
developed and readily available. PBF allows foragge linkage between funding and public
objectives, and encourages greater accountahilithg expenditure of the public funds by linking
results to funding level (Salmi, J. and A. M. Hauph, 2006).

However, the research conducted by Jongbloed ars$evisteyn (2001) on government
policies for funding HEIs in 11 OECD countries slsothat very few countries use performance
indicators in their funding mechanisms. This canelplained by the fact that indicators are
always proxy measures, which may, in turn, leadistortion of the activities they are suppose to
represent and may have undesirable effects ontguidiegatively, the trend towards inflexibility
in the application of funding can lead to a gregear-to-year variation in funding if performance
results vary, may discourage institutional divgrditmany institutions collectively pursue similar
incentives, and this is often linked to reduceditngonal autonomy in the expenditure of public
funds relative to other financing methods. In order succeed this financing method, the
institutions must have sufficient management capand autonomy to respond to the incentives
and the mandates of the PBF. Adequate quality assemrmechanism must be in place and careful

planning should be undertaken to avoid or reduderaseen consequences.
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3.3 Analytical Framework for Brain Korea 21 Project

Funding, autonomy, and accountability of HEIs hawesmg been the subject of
international debate, and researchers. It is evitlest enhanced institutional autonomy has
produced higher levels of accountability as wellnasre stringent and detailed procedures for
quality assurance (CHEPS, 2006, p. 26). In thipaes balancing increased autonomy with
accountability in response to increasing demandstlmn part of governments for cost
effectiveness and public assurance of qualitylaeentajor challenges for HEIs today.

The financial autonomy and external accountabiityHEIs can be influenced by the

following factors:

a) The degree of control the government exercise
b) Sources of income
c) Allocation mechanisms through which institutiesmeceived;

From the previous sections all the aspects hava begussed and now the author wishes to
apply the theory with variable concepts and newygical schemes based on my main research

guestion.

3.3.1 Academic Freedom, Autonomy and Accountability

The concepts aicademic freedomefers to the freedom of individual academicsttalg,
teach, research, and publish without being eithibjest to or to cause undue interference (e.g.
Tight, 1988, p.132; Caston, 1992, p. 1295). Moreadly, academic freedom is the freedom of
academics to think and act within a particular H&ithin the HE system, and with national

societies (Kivistd, 2007, p. 72). Academic freedsraeen as a responsibility as well as right and it
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must be exercised in conformity with certain oligas to the academic institutions and its rules
and standards involved (Shils, 1993, p.189)

Autonomy is the term used in most internatiditerature to refer to an ideal or aspiration
that the university protect its independence frbmn interests of state and of the private sector in
order to preserve its academic freedom. Autonorfgrseo the power to govern without outside
control. This autonomy, often referreditstitutional autonomyis commonly thought of freedom
the university has to steer itself and determisgdals and priorities, and to put these into pact
in order to serve society. However, this conceptatthat easy to define. In an effort to clartie t

autonomy issue, Berdahl (1990) discusses two tgpastonomy -proceduralandsubstantive

Substantive autonomyg the power of the university or college in irmorate

form to determine its own goals and programs -sithewhat of academia.

Procedural autonomys the power of the university or college in itrmorate

form to determine the means by which its goals nogirams will be pursued —
the how of academe (Berdahl, 1990a, p. 172).

An element of Berdahl’'srocedural autonomis the vertical shift of authority, in other wordke
distribution of authority from the national goverent to the institutions, running along a
continuum fromcentralizationto decentralization(Van Vught, 1988)Institutional autonomys
closely tide to the understanding of both the psepof HE and the way in which the State
exercises authority with shift from “State Contréd’ “Self-regulation” of the institutions, with a
“Supervising State” (Askling et al., 1999, p. 178).

Aacademic freedomand institutional autonomyare not synonymous or nor are they
unrelated. The main distinction between the corxcagtacademic freedonand institutional
autonomyis thatacademic freedomelates to individual faculty members, wher@astitutional
autonomyrelates to universities and their employers. Thistence ofinstitutional autonomyloes
not necessarily guarantee the existenceacddemic freedomand a university, which is not

autonomous, might still be able to safeguacddemic freedorfAshby, 1966, pp.290-293; Tight,

45



1988, pp. 122-123; Berdahl, 1990, p. 172, citeHiwnstd, 2007, 73)Academic freedortends to
be less when the academic institution is autonomous

In order to further understand the notionfinhncial autonomywhich might hamper the
idealistic expectations of lump-sum budget, one tnaiaxify the distinction betweeformal and
factual autonomy Formal autonomyrefers to the fact that HEIs have the competencaetide
how public money is spent for equipment or addaiostaff. Thefactual autonomys not finally
determined by that competence, because it is pat dl the HEIs are really free in their decision.
There might be regulation rules such as politicdlyermined staffs plan and other financial rules
that might reduce the available scope of the datisutcomes. Economic effects always depend
on the realized factual autonomy. But isn’t thiackiof autonomy an illusion? (Ziegele, 1998, pp.
1-2).

Accountabilityis strictly related to autonomy and directly affeit. Therefore one must first
define this nomenclature. The concept of accoulifalias been developed over time. The term
accountability is a term which was originally limited to a givesducational institution to
demonstrate that public funds had been spent regggnin the 1970s and 1980s, the concept was
broadened to include the demonstration that thectibes of a given institution had been met in
the most efficient way in order to measure theti@iahip between outcomes and resource
utilization (Hufner, 1991, p. 48). Hufner describtbe accountabilityas “the responsibility to
demonstrate the achievement of certain ends byagmmgl the most efficient means”. According
to him, accountability has become a concept that catches the attentidheopublic and the
politicians who have to fund the increasing cospuaiblic HE in many countrieg\ccountabilityis
also considered as a “requirement to demonstragonsible actions to one or more external
constituencies” (Van Vaught, 1994, p. 355). And Né&n-Webster defineaccountabilityas “an
obligation or willingness to accept responsibilily to account for one’s actions” (Merriam-

Webster, 2003)Answerabilityis its closest synonym (Schedler, 1999, p. 14).
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The important questions raised dgcountabilityare the following; Who is accountable to
whom, for what purposes, for whose benefit, by Whreeans, and with what consequences? (Trow,
1996; Behn, 2001; Lingenfelter, 2003; Huisman & 1@yr2004). Professor Trow has made some
distinctions between the different aspectaofountability One is the difference betweenegal
andfinancial accountabilityandacademic accountability.egal andfinancial accountabilityis the
obligation of universities to report how governmentvided resources have been used. This
clarifies whether what the university is doing ejuired by law, and whether its resources are
being consumed for the purposes for which they vweogided.Academic accountabilifyon the
other hand, is the obligation to demonstrate tpatational expectations are being nfetademic
accountabilityanswers the questions about what has been dodinether teaching and research,
and to what effect (Trow, 1996. p. 316. cited inikio, 2007, pp 71-72).

There are also different types of accountgbsduch asupward, downward, inwardand
outward They represent types of connections between ipafec and agents in HE and other

public services (Corbett, 1992; Vidovich and SIE&)O0; cited in Burke 2005, p. 3).

(@) Upward accountability represents the traditional relationship of a
subordinate to a superior. It covepsocedural, bureaucratic, legaland
vertical accountability

(b) Downward accountabilityfocuses on a manager being responsible to
subordinates in the participatory decision-makihgadlegial accountability
in HE.

(c) Inward accountabilityfocuses on agents acting on professional or ethnic
standards within an institution and often appearsrganizations dominated
by professionals, such as in colleges and univessitvhere it becomes
professional accountability

(d) Outward accountabilityneans responding to external clients, stakehqlders
supporters, and in a democratic society, ultimately{the public at large. It
includesmarketandpolitical accountability

Therefore, in the context of HE, when one think wbaccountability practically, it is more
complex and contested than the common sense of&ability’ and ‘responsibility’ and have to
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reconsider the following dimension in the concepaaountability again (Virtanen, 1997, pp. 3-

4):

(a) Whois accountable?

(b) To whonmare we accountable?

(c) For whatare we accountable?

(e) What fornshould the accountability take?
() And how isaccountabilityassessetl

And one can summarize thiahancial autonomyincludes all definitions oprocedural,
institutional, formal and factual autonomywhile the external accountabilitycovers all
definitions oflegal, financial, academic, upward, and outward @aatability.

From all the concepts discussed earlier, one canfimally get the exact meaning of what
is the financial autonomyand external accountabilitypased on the research foct#ancial
autonomyis a way to operate that allows HEIs to fulfil sifie functions. It is an instrument to
serveacademic autonomgnd can be fully achieved when HEIs have freedmiiidgpose and use
the resources within budget flexibility.

External accountability which perceives the external demands of HEI, seduto
requirements of funding or regulatory agencies aimternal accountabilityis used to internal
student learning within courses and prograindernal accountabilitys an obligation of HEIs to
their supporters, and ultimately society at latgeprovide assurance that they are pursuing their
missions properly, that they are using their resesihonestly and responsibly, and that they are
meeting legitimate expectations. Therefongtemal accoutability is something like an audit,
giving grounds for confidence and continued suppehtile internal accountabilityis a kind of
research (Trow, 1996, p.7External accountabilitycan also be a threat to the freedom of
professionals to manage their own time and defie@ bwn work. Wherexternal accountability
applies common standards and criteria to manytutistns, it can work against diversity among

them (Trow, 1996, p.6).
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3.3.2 Relationship between Autonomy and Accountability

As the fusion between public funding and the HEtmscas service provider grow
stronger, no two issues are more critical thandgfedHEIs autonomy and accountability. Though
it is acknowledged that both autonomy and accoulittalare desirable on the basis on the
outcomes of government and HEIs relationship, itingortant to discern what level of
accountability and autonomy is not only desiralilat attainable to the effect that positive
outcomes of government and HEIs relationship caméeimized and negative outcomes kept to
a minimum.

The following figure depicts the tension betweetoaomy of HEIs and accountability of
government along a trade-off line stretching fromoanbination of a high level of HE autonomy
and a low level of public accountability to a comdtion of a low level of HE autonomy and a

high level of public accountabilify.

Figure 3.5 Autonomy & Accountability in the Relationship
between Government and HEls

High

A T -
Level of Public I S~

Accountability D>

Low

Level of HEIS’ Autonomy

® In a Frumkin's framework, the public accountabiligfers to accountability of the government. And
HEIs’ autonomy is replaced by nonprofit organizatibautonomy.
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(Source: Adjusted from Frumkin 2001: 5)

Traditionally, in most countries, governments haxercised considerable control and
strongly regulated HE sector with a belief thatytheould promote the efficiency and
effectiveness of HE. However, experience in manyntges has demonstrated that HEIs lost
their ability to be flexible and responsive to #revironmental societies. In the above figure 2.5,
the traditional strongtate controlhas staked out a position somewhere close to poont the
trade-off line, while HEIs have moved more on tlirection of point B. In this case, the tension
can be resolved in a sort of compromise betweermovent and HEIs for less accountability
and less autonomy. The resulting trade-off is Hwh sides move toward point C. However, the
neither is satisfied with the option of politicabrapromise. A central challenge present in the
governance of HE comes down to finding a fourtkrakitive to this dilemma that allows HEIs to
simultaneously maximize both autonomy and accouiittabimensions (Frumkin, 2001, pp. 4-5).
Point D is the combining point which maximizes th@lance between control and autonomy
while at the same time maintaining a high levelaotountability, ensuring the performance,
especially in contributing to the national objeesyv

Prumkin’s framework with regards to the relatiopsbf autonomy and accountability
of HEIs is comparable to the central concept okaesh question, financial autonomy and
external accountability. He argued that the govemimmade the performance-based contracts
between government and non-profit organization®rder to reach point D as to steer and

maximize the autonomy and accountability of nonfipayganizations.

3.3.3 Relationship between Funding Modes, Autonomy and Accountability

The discussion so far leads us to understamdelationship between funding modes and

governance with respect to financial autonomy attdraal accountability of HEISs.
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Figure 3.6 Funding Modes Conducive of Financial Autonomy & External
Accountability of HEIs

Level of control
Centralized or Highly regulated Approach

Low Autonomy/ Low External Accountability of HEIs

(A)
(€ i Allocation Criteria
Input Orientation< —» Output Orientation
Low Accountability of HEIs More Autonomy/
D) More Accountability of HEIs
(B)

v

Decentralized Market approach

High Autonomy/ High External Accountability of HEls

An explanation of the diagram:

(A): Input based funding based on earmarked or line item budget
(B): Demand Side Vouchers

(C): Formula Funding

(D): Output-based funding based on block grant or lump-sum budget

(Source: Adjusted from Jongbloed 2004: 5)

In the above mentioned figure at the top one cantlse most regulatory form of state-
institutional relationship in which the governmaatfirmly in control of how public funds are
allocated, spent, and raised, as well as how moatl anstitutional decisions are made. These
highly regulated approaches entail a significahinee on state support and low or non-existent

tuition, with public funds devoted to student arda@an program. Arthur M. Hauptman (2008, p.
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38) argued that in these kinds of systems, thertttis financial accountabilitybeyond a
governmental insistence on compliance with ruled agulations, since institutional officials
have little autonomy and hence cannot reasonabhelukeresponsible for results such as in a case
of US and Canada.

(A) represents a centralized system of funding,ctvhis known to be using a more
traditional type of budgeting mechanism. In thisesahe institutions receive all, or most, of their
income in the form of line item or earmarked budgethich are strictly adhered to, and are
unlikely to have any incentives or the opportunity generate additional income through
entrepreneurial initiatives.

In most OECD countries, the governments realizé tthey cannot or should not control
all aspects of HE institutional operation and témdnove to the next stage on the regulatory-
market continuum with hybrid forms of governmergedering. In this model, the HEIs are given
more autonomy in how they raise and spend fundedbas the belief that more autonomy can
achieve better results (Hauptman, 2008, pp.38489)eturn for receiving more autonomy, the
HEIs’ accountability is gradually shifted from avgonment to HEIs. “This is a way to reinforce
government discourses on the need for greater atalolity of HEIs to serve the national
economic interests” (Vidovich & Slee, 2001, pp. 41232). A primary feature of this model is that
HEIs typically receive block grants or lump-sum getlifrom the government, often through
funding formulas, rather than line item budgetsdAliney have discretion in how they spend the
funds by making efficient and effective resourcladtion decisions (Ziegele, 1998, p.3). In
addition, HEIs have more authority to set tuitieed, retain those fees and decide how to spend
them.

The funding formula, which belongs to (C) is splrt of a centralized system but the
criteria on which funding is allocated depends drether it relies on more inputs than on outputs.
In many recent cases, the funding formula inclyslEr$ormance criteria, which are related to the
outputs rather than inputs achieved by an institutiver a previous period (Eurydice, 2008, p. 52).
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The budget flowing to the HEIs is in the form ofrfaula funding in order to achieve its policy
objectives. And vise versa, the return for maintajnthe recipients’ autonomy forces it to take
decisions within institutional budget flexibilitfhe HEIs accept external accountability as a result
This means a new approach to governance with ¢éassante checksnd greaterex post
accountability of HEIs for quality, efficiency and the achieverhesf agreed objectives. For
universities, this requires new internal governasgstems based on strategic priorities and on
professional management of human resources, ineestand administrative procedures (Ploeg
and Veugelers, 2008, p. 113).

The funding mechanism which belongs to (D) is atpoubased governance and more
outcome-oriented system. In most cases, the outesrhended but is difficult to determine and
can be influenced by many factors beyond contra@ thuthe complexity of the social system
(Schenker-Wicki, 2008, pp. 4-5). This mechanisnemtits to maximize a balance between
financial autonomy and external accountability dElslin regards to distributing the lump-sum
budget or block grants to HEIs. This also means tinéversities are allowed to cross-subsidize
their budgets and to save their funds for othesus@d with this ‘hands-off’ approach certain
outcomes are prescribed and transparency is demamd® far as the resources will be available
contingent on the reported performance. Therefioréhis model mechanism, public funding is
seen as a double-edged sword or a Janus-like be&tEls. It sustains HEIs in its role as a service
provider, but at the same time the demands thatecwith funding can diminish the HEIs’
autonomy to carry out its other vital roles.

In this case the HEIs are encouraged to compete avie another to provide education,
training, and research to meet national objectiResearch funds can be awarded through research
councils or buffer organization instead of the gawmeent. This system makes use of contracts
signed between the funding agency and HEIs, withl#tter agreeing to deliver graduates for
targeted labor market needs, or research outpugstéal at strengthening the innovative capacity
of the country.
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Hence, if allocation of government funds is basedperformance, HEIs are forced to
comply with government managerial accountabilitggimes as they compete for increasingly
scarce resources. Because the total funding fromergments is inadequate, HEIs have been
forced to find private sources of income and hetiheyy have entered the marketplace. In this
marketplace, HEIs have been usiggvernment accountability indicesuch as published
performance data and quality rankings, to convioiegtomers to purchase their services, which
assure market accountability In this instance,market accountabilityembeds managerial
accountability devices and a 'culture of performigti penetrates more deeply into universities.
Concurrently elite universities are actively woidkito decrease their financial dependence on
government and thus position themselves to rejectagerial forms of accountability. This means
a shift towards more 'pure’ market accountabilgygavernment financial levers disappear. Left in
suspense is the question of whether or not univesswill use their marketing tools if they are not
participating in government accountability mecharsgVidovich & Slee, 2000).

Therefore, one can conclude that where instituticmgonomy is high, there is great
tension around and resistance to external accoilityabhechanisms and there tends to be more
autonomy in internal accountability mechanism (Simam, 2009, p.8). This trend explains that the
government’s objectives have shifted from efficiena quality productivity being responsive to

public priorities and market demands.
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4. Brain Korea 21 Project in South Korea

From the preceding section, one found out thatdtel of autonomy and accountability
of HEIs can be fixed by different modes of govewg®athat have different forms of allocation. In
this section, the author will review the BK 21 Rxjmainly based on related official documents,
evaluation reports and reviews as the first sowtevidenceand clarify why the Korean
government has designed and adjusted the fundmgufa over time from the Phase | to Phase I
One could conclude that the different forms of fimgdormula are practiced on the one hand and
the principles of performance-based managemenhemwther are practiced like a veiled carrots

and sticks approach to steer the HEIs under thm Biarea 21 program.

4.1 Identifying the Goals and Missions

As stated above, BK21 has had two phases. Bechasgotls for ¥ Phase BK 21 have
evolved over time, the linkages among goals andions have not been stated clearly. The
ultimate goals of the"® Phase BK21 are (1) increasing the size and catyabfl the research
manpower pool in order to create new knowledge taatinologies and (2) fostering globally
competitive graduate departments and researchrgities in specific academic disciplines.

In order to achieve these goals, four missions Hmen undertaken. They include (1)
supporting excellent research groups; (2) building institutional infrastructure for globally
competitive graduate programs; (3) enhancing usitseindustry links; and (4) strengthening
local universities (Seong et al., 2008, pp. 27-31).

Number (3) and (4) above addresses the equity comeel aims to distribute resources to
local universities. It may be at odds with fostgriof core research groups and institutions that
are globally competitive. Strengthening local unsiiies may create a dilemma for policy
makers and evaluators when they are thinking atheugjoals of the project and devising metrics
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with which to evaluate the program performance (§eet al., 2008, p. 29). The missions are
also too vague and difficult fonstitutional administrators to understand. Fromrdarview with

one of the institutional administrators participgtZ® Phase BK 21 in Seoul area and who was in

favor of producing world-class research universijttbe following was pointed out;

With a limited and earmarked budget allocated friita MOSF to the BNC, it's
difficult to satisfy all the universities in a giveegion, based on the social and

regional equity principles, for this situation willbt promote world-class research

universities (R1).

Since 2008, in order to overcome the limitationtief 2 Phase BK 21, the government

has initiated a program called “World Class Uniuers”, which focuses on a smaller number of

universities. The comparison between two progranas ifollows;

Table 4.1 Comparison between “World Class Universities” and “2nd Phase BK 21"

Programs

Classification

“World Class Universities”

“2nd Phase BK 21"

World Class universities.

Scale 100 billion KRW annual funding to 10 — | 290 billion KRW annual funding fo 74
15 Univ.('08-"12). Univ.(’06-'12) We can see that this is a

much smaller sum.
Objective Management by objectives to create | Cultivate high-quality human resources

among graduate schools

Funding area

The university free to choose and to

invest as it wishes.

In order to establish global campus in
the area of science & technology,
liberal arts & social science, and

specialized service

Use of Funding

The university is free hire foreign faculty.

Scholarships and stipends are
allocated to graduate students, post-
doctoral fellows, and confract based
research professors

Resources are allocated based on the

number of the graduate students

Institutional reform

Consider priorities to achieve

Promote university reform in line with
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objectives of World Class Universities

specialization of the university

Consolidate services in order to
improve the graduate research and

education

University-Industry
Collaboration (Applied

Science)

To be considered, if necessary, during

the reform process

Improve the matching funds from

industrial resources
the

Strengthen university-industry

collaboration to increase the

employment ratio

International Collaboration

Free to be decided by university itself
Secure highly qualified professors from

abroad

Encourage graduates to study abroad

in the short and long term

Structure

Exclude from the reform the research
groups of each universities
Autonomy & accountability to the

university rectors

Organize department-level research

groups

Performance Management

Adjust and halt the funding by annual
and interim evaluation

Distribute the resources to the new
competitors from the universities that

were performing extremely poor

Adjust and halt the funding by annual
and interim evaluation

Distribute the resources to the new
competitors from the research groups

that were performing extremely poor

Source: Song (2008: 19), Study on Higher Educational Finance Reform in South Korea

4.2 Performance Milestones

Ministry of Education (2006a) initially providedrigre guidelines for evaluating the effects
of the Phase Il project. The project aims to predien “World-Class Research Universities” by
2012 and wants to improve the nations’ SCI puhlcest It aims at raising the ranking of
research universities from ®3n 2005 to 18 in 2012. One problem, of course, is that the
standard definition of “World-Class Research Unsitegs & Leading Departments” is not clearly
defined. Ten globally competitive research universisound like political rhetoric rather than a

serious aim by objective. Seoul National Universibpld strive for university-wide excellence;

57



but the other universities can best pursue examlémselected departmefits.

Phase Il Project aims to double the rate of teadmtransfer from university to industry
from 10 percent in 2004 to 20 percent in 2012 androve Korea's Institute for Management
Development ranking in technology transfer fromvensity to industry from 21in 2004 to 18
in 2012. The % Phase BK21 funds are more focusing on the traméfeschnology, but the level
of support is limited, of course. Therefore, thekéige between the performance milestone and
project input is not strong enough. This occursulgh criteria of the selection of recipients. The
2"4 Phase BK 21 aims to support more than 20,000 gtadstudents and young researchers
annually and the program reached this milestonk thi¢ selection of 36,322 recipients in 2006

(MOE, 2006).

4.3 Recipient Selection Criteria

In this sub-section, how the research groups anseare selected in th8“Phase BK 21
funding will be discussed. As a prerequisite cdodifor the 2 Phase BK21 funding, research
groups must have doctorate programs with enrolle® Bandidates and meet the minimum

number of necessary participating professors ime¢kearch groups, as follows;

Table 4.2 Recipient Selection Criteria Based on Disciplines

6 In the US, for example, the “Carnegie Classifiaatiooriginally developed by the Carnegie

Commission on Higher Education, is extensively usettademic research as well as policy development
It defines universities by the number of doctorabres granted annually and the levels of research
activity and funding. It is not clear whether tlsiassification could be applied to the universiiieghe
context of KoreaThe times Higher Education Supplemalso rates graduate programs and disciplines.
The Shanghai Rankirig based upon research capabilities. Shin (2008)si analysis suggests that forty-
seven Korean universities with doctoral programeevetassified respectively as “research univesit{@
universities), “active research universities” (I#versities), or “doctoral universities” (26 unigéies) by
research performance.
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Science & Technology Liberal Highly Specialized Service Core

Math | Biology | Physics | Chemistry Earth ] Applied | Electronics Chemistry Material | Architecture | Interdisciplinary Arts & Medical | Business | Dentistry

Scienc Life Engineerin Science Studies Social Science

According to the selection process, Liberal Artgl @ocial Science Research Groups
must have at least seven participating faculty meamiBasic Science Groups must have at least
ten members. Applied Science Groups must have detweénty-five members. Participating
professors must have at least ten internationaliqaiions in the prior three years. In addition,
the public resources are not provided any morehd tesearch group doesnt meet the
performance of the international publication (BNADQ9).

Research groups need to secure matching fundstfreimuniversities equal to at least 5
percent of the level of " Phase BK 21 funding that they seek. Applied s@emmd
interdisciplinary science research groups mustreemiatching funds from industry sources equal
to at least 10 percent of the BK21 funding. Rediamaversity research groups must secure
matching funds from local government equal to 3bcpnt of BK21 funding, depending on the
discipline (BNC, 2009). This is a way to increase accountability from the government to HEISs.
The mechanism of fixed earmarked block grants Aednatching funds, which lead to increase
partnership with other agencies, are the gaugessifsavings and benefits for the government

and HEIS’ In return for matching funds, the government gisovides other agencies similar

7 BK21 funding is not a program for funding reseapthjects. It gives most of its funding for
graduate student fellowship. Hence, research gremessupposed to find other funding for research
projects, equipment, and facilities. Through thisgess, it may serve as financial leverage forprents
to obtain other funding, especially by signaling@emic excellence (Seong et al., 2008, pp. 34-35).
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incentives through tax deduction.

Research groups or teamSafup-dah are selected on merit. This is called the
“competition rule.” The post-selection criteria are based on whetBerup-danmeets the
requirement of performance. Research groups arkedanvithin each academic discipline.
Ranking criteria are weighed differently for difet groups. For the applied science groups,
criteria are weighted equally. For basic scienosugs, education, research and development
excellence are weighed equally and given slightlgranweight than university reform and
specialization, while industry links are not coresitl. (Seong et al., 2008, p. 41). It is noted that

the amount of resources is basically proportiooaepartment size for the BK 21 recipients.

4.4 Funding Model of Brain Korea 21

Under the BK 21 Project, mixed input and outputrfatas are used. The universities are

funded in the form of formulas based on input, atignd outcome models. The following is a

logical model for BK 21 Phase Il when formulatingexrformance indicator.
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Figure 4.1 Logical Model for BK 21 Phase Il Conducive to PBF Funding Mechanism

Goals & missions

/

Inputs Activities Outputs Ovutcomes
BK21 rules Y Research | > Research quantity & > International Univ.
BK21 funding Teaching quality prestige and ranking
Human resource National prestige &
l T production ranking
Graduate school Employment  increase
Individuals & Institutions ) )
infrastructure for highly educated
(Incentives & decisions) S
University-Industry workforce
Faculty « Subsidize cost of Univ. ) .
link Industrial research
R&D < .. . .
Competitive guantity & quality
Graduate students « Lower cost )
environment Labor productivity
of obtaining advanced degrees
- Within Univ.
Post-doctors/ Contract
- Between Univ.
researchers/ Departments &

- Minimizing the

Universities « Income stability < Contextual condition
number of
Historical funding practices
undergraduate
Political environment
students

State economics

State & HEls accountability

Demand for International
Univ. & Science & technology

trends

Source: Adjusted from Seong et al. (2008: 24)

The formulas have been adjusted and improved dtinegourse of project depending on
the disciplines and put more emphasis on outpufserathan inputs when evaluating the
performance. Other than BK21 programs, the othetipuesources are allocated only on input.

The following table compares the “formula drivenhtling with the “performance based” model
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in the US, in Europe and in Korea. Internationgderiences will help to clarify and validate the

BK21 funding model.

Table 4.3 Characteristic of Funding Model (Formula Driven or Performance Based)

Characteristic

US Model

European Model

BK21

Subject Matter

Education only

Education & research

Education & research

Funding Form

More Incentive based

More Formula based

Formula based
(Input + Output)

+ Incentive Based

Original Funding

Block grants

Line item approach

Block grants

Mode (Other than BK21, Line item
budget)
Changing Toward Line item Toward Block grants Block grants
Direction approach
Original Locus of HEls Ministry or Buffer Ministry or Buffer Organization

Power Organization
Changing Toward Government Toward HEls Toward HEls
Direction

Source: Adjusted from Herbst (2008: 81-83)

4.5 Performance Evaluation by the External Agency

Research groups are evaluated annually for théieratice to contractual terms and their
progress in proposed work plans. The governmentiéasloped performance indicators publicly
introduced and has used them as rewarding andiyaimstruments. At the®1Phase of interim
evaluation the governmehid provided incentives to the excellent performimgfitutions and
reduced 10 - 20% of funding to the institutionst th@n’t meet the performance level. At the

2" Phase interim evaluation by the BNC left out 12Pgesearch groups from the project and

selected new ones. In 2008, the research groupsvéra performing at the bottom of their field
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competed with new competitors to stay in the pitojaad 70 research groups out of 567 have
automatically been left out because they are pmifay extremely poorly (MEST, 2009). The
dropout rates have greatly increased compared thihT' Phase of interim evaluation. The
evaluation was based upon the performance of teetpe years plus the expectation of this
program for the rest of the years to come (Seetdhke of performance indicator for applied

science research groups in appendix C).
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5. Empirical Insights on Financial Autonomy and External Accountability of
Higher Education Institutions under the BK21 Project

In this section, an analysis will be conducted esirat with the research objectives and
research question and how well the empirical digdaniy theoretical and analytical framework.
In analyzing the empirical data, which are obtaifredh the questionnaire survey and interviews
with senior administrator at BNC and the BK 21 pgoants at HEIs, the author tries to interpret
the level of financial autonomy and external acdahitity by comparing the difference between
BK 21 Phase | and Phase II.

The role of buffer organization, the BNC, will bescussed specifically and in what way
the BNC has contributed the autonomy and accouiyabf HEIs as compared with the direct

control from the government during the Phase I.

5.1 Role of Buffer Organization in BK21-NURI Committee

With the challenge of finding a balance betweenomoitny, accountability and
performance, the public funding have been awarded stable lump sum to department-level
research groups by the buffer or intermediate btiay,BNC, within the KRRunder the care of
Ministry of Education, Science & Technology (MESSihce the Phase Il. In this circumstance,
the role of government has been typically focusedeiting national strategies, determining total
funding for the HE sectors, doing policy analysrsl goroblem resolution and holding BNC
accountable. The BNC, on the other hand, has fdcasehe distribution of public funding, on
advising government as to policy for and developneetHE sectors and ensuring accountability
and monitoring the performance in HElIs.

With the lump sums, the university doesn’'t hawbstantive autonomiy which the
university has the power to determine its own BKdghls and programs but hpeocedural

autonomyto determine the means to pursue the goals angrgms. And thenstitutional
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autonomyis more maximized and the regulation have beeresdrat alleviated in the Phase Il
than Phase I. In an interview one of research gr@aipHEIs in Seoul metropolitan area, pointed

out the following problems;

The most problematic issue of th& Rhase BK21 program is the lack of
academic freedom and the outcome usually puts apha&ss on the
performance in international journal publications &egistered in Scientific
Citation Index (SCI). The BK21 Guide from MoE anel ©verseas Advisory
Boards strongly recommended, “Ministry of Educat&iuman Resources
Developments should provide as much flexibilitypassible so that the
universities set the standards for the rules, ragohs of publications.
Researchers are expected to use their creativity iamagination without
being constrained by the bureaucratic stifling.”2R

The intermediate body, the BNC, limits direct polt influence on the institutions and
the potential for political interference in academaffairs and management. For direct
involvement from the government in determining fungdallocations to HEIs can result in a
situation where HEIs can be made subject to foljmlitical objectives of the Ministers or
Governments dependent on the changing of Minister&overnments. The BNC, where the
funding decisions remains, plays the important oflprotecting the HEIs against the short-term
political strategies. Therefore, it can be conctutteat the BNC reduced the public accountability
of the government, took it, shifted it to HEIs amdximized the level oéxternal accountability

of HEIs under the Phase II.

5.2 Public Allocation Mechanism of BK21 Project

This sub-section will discuss whether the degreeootrol the government exercises, the
sources of income, and the allocation mechanisne hapacted on financial autonomy and

external accountability in the HE sector. While Iggig of outcomes might not be sufficient to
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establish cause-and-effect relationships, this rinktion can consolidate the analytical
framework, introduce more competitive allocationcimenisms, and impact the level of financial

autonomy and external accountability.

5.2.1 Fixed Earmarked Formula and Block Grant Funding

Formula funding is awarded in a lump sum to depentrtevel research groups by the
buffer organization, BNC, within the KR&nder the planning of MEST since 2006. The total
budget is calculated on a top-down basis accoririge total ministry budget available, not on a
needs-basis to finance educational needs. Abow08%- of BK 21 funds go for scholarships and
stipends to graduate students, post-doctoral fell@amd contract based research professors. The
remainder is spent on international collaboratiod ather expenses, much of which also benefits
recipient students and researchers. The fundingsepports professors for their participation in
international workshops and seminars only when thegompany graduate students. From an
interview with one of the directors of researchup® at HEIs in a regional area, it was pointed

out;

In the 29 Phase BK21 the autonomy to use the resourcesnvathésearch group
has been significantly increased as compared witfPase BK21. The director
of a research team can determine how to use tlandial resources within his
team. But there still remain financial rule thaetminimum ratio of 60% of the
expenses should be spent for graduate studentsukedhe main purpose of
BK21 project is to cultivate high quality human oaeces among graduate
students and the resources are used as a loan schgnthe national standards
and objectives. There is little resource distributito scholars as for their
research expenses. The university has less freeédatacide how to distributed
resources received to subordinates as compared 1¥fitehase BK 21 regardless
of lump-sump budget. This means there is no waydss budget lines among
research teams within an institution (R3).
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Therefore, professors who participate in tAt2hase BK21 need to find other funding to
cover their other research costs, including thaseHeir own labor, travel expenses, equipment,
and other overhead costs. In this respect, BK2Hduare originally designed to subsidize a
university costs, lower the cost of getting PhDd araster’s degrees, and stabilize the income of

post-doctoral students and young researchers iy eaeer transition.

5.2.2 Comparison of Funding Modes in BK21 Phase | and Phase Il

The funding mode of both BK21 Phase | and Phase tthe lump-sump budget. BK21
Phase Il is still part of the centralized systerhthe criteria on which funding is allocated difer
in that BK21 Phase Il relies more on outputs tham ioputs. As discussed earlier, the
accountability is shifted from government agenalesing Phase | to BNC and HEIls during
Phase Il. The BNC reduced the public accountabéigya buffer body and shifted it to HEIs.
Hence, the level of external accountability of HElsncreased in the Phase Il as opposed Phase I,

due to more output oriented performance evaluamhmanagement.
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Figure 5.1 BK 21 Funding Modes Conducive of Financial Autonomy
& External Accountability of HEIs

Level of control
Centralized or Highly regulated Approach

Low Autonomy/ Low External Accountability of HEIs

A
(A)
(B) Allocation Criteria
Input Orientation< » Output Orientation
Low Accountability of HEls More Autonomy/
More Accountability of HEIs
\

Decentralized Market approach

High Autonomy/ High External Accountability of HEls

An explanation of the diagram:

(A): BK 21 Phase | based on input and output formula funded by Government
(B): BK 21 Phase Il based on input and output formula funded by BNC

(Source: Adjusted from Jongbloed 2004: 5)

5.2.3 Measuring the Level of Financial Autonomy and External Accountability
between Phase | and Phase Il

The Phase | and Phase Il programs are very différ@m each other in my analysis. The
funding formula and their selection criteria aréetent from each other. Phase | emphasized
university-level excellence, while Phase Il empbesidepartment-level excellence. The focus on

department-level excellence in Phase Il is basedowa of the principles in HE policy —
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“specialization” and “concentration” of universgielnstead of pursuing excellence in all fields,
each university is encouraged to choose the pgaenitvhere it wants to concentrate its resources
and differentiate itself from other universitieid is for the purpose of competitive funding by
valuing more output-oriented governance. Due to dhmall amount of earmarked budgets to
cover all the institutions of the nations, the gowmeent adopted a self-limitation of budgetary
discretion by means of lump-sum budgeting. Under premise, the government agency tries to
do away with as much hidden influence as possible] yet, regulative restrictions are
maintained, the level of accountability of HEIs nsaximized and thdegal and financial
accountabilityis shifted to HEIs.

For example, the university has obligation to folael an annual report where it gives
statistical information on how the BNC providedaesces and how they have been used. During
Phase | the university also had the responsibitityeport for their results of performance to
government. In order to be selected for a nextuatan, the university needs to establish
internal quality assurance and follow a transpageideline. Of course at all times the university
is subjected to the external quality assurancéenférm of performance indicators. It is notable
thatacademic accountabilitis more pronounced in Phase | than in Phase liinDuWPPhase | the
curriculum reform for diversification is considergtre because the aim is “world-class research
universities”.

The following figure shows a comparison betweensehlaand Phase Il with regards to
academic and external accountabilty HEIs based on the mean values of survey quesioe
23-30 to HEIs. The percentage of the vertical Isealculated from the numerical mean values
of five point Likert scales, which adds up the katalues of 23 universities and gets as average

based on the statement.
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Figure 5.2 The Level of Accountability of HEIs
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(B): External Accountability

The Phase Il research groups, #eeup-dan,are limited to a department of a single
university; whereas the Phase | research groups e@nposed of scientific investigators of the
same academic discipline from multiple universitigsually there was one leading university
and one or more other participating universitidseréfore there was legsstitutional autonomy
during Phase | than Phase Il. Both in Phase | drasé|l, the university hadrmal autonomy
but didn’t have mucliactual autonomyln other words, a given university was not reélge in
their decision to use the resources due to othandial rules, even though the research team had,
in part, the freedom to set up academic paymentanditions of the BK 21 program. One of the
rules prescribed was to distribute 60% of the faianresources for graduate students within an
HEI. While the resources were distributed on th&idaf input, that is, according to the number
of graduate students, they were adjusted everydeganding on performance results. One of the
important characteristics of Phase Il is that teefggmance-based index strongly emphasizes
university-industry cooperation more than Phased @search groups must secure the matching
funds from public and private sectors. The follogvifigure is a comparison of the level of

autonomy of HEIs between Phase | and Phase Il,dbase the mean values of survey
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guestionnaire 10-13 HEIls. The percentage of thdcatdine is calculated from the numerical
mean values of five point Likert scales, which addghe total values of 23 universities and gets

as average based on the statement.

Figure 5.3 The Level of Autonomy of HEls
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With the block grant formula funding to the HEIBgtgovernment can achieve its policy
objectives of letting a university differentiatesetf. And vise versa, HEIs can maintain their
autonomy and take decisions within budget flexiiliThe HEIs do accepiexternal
accountabilityas a result. This is a new governance approacthlegsex ante checkand greater
ex post accountabilityf HEIs for quality, efficiency and the achieverhai agreed policy

objectives.

5.3 Synthesis of the Research Findings

As earlier discussed, in the BK21 project, the goreent has gradually decreased direct
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control through a buffer organization called BNGyieh has enlarged the financial autonomy of
HEIs in the form of lump sum budgeting. The top-ddwased lump sum budget to HEIs used in
the BK21 Project has decreased the political tenb&iween Ministries for now they are allotted
public resources from Ministry of Strategy and Fices (MOSF). However the factual autonomy
of HEIs has not considerably increased and the dtanof block grant funding based on
performance has been used as another mechanisamnttolcHEIs. This allocation mechanism
has stimulated and guided merging of or minimizegjvities so as to ensure competitiveness of
HEIs in accordance with national priorities.

Performance based formula and block grant fundimdeu the 2 Phase BK 21 Project
gives wide room for political maneuverability andopitization of government policies. Hence,
the HEIs receive their core funding only when HEdwe fulfilled the national priorities. As the
HEls landscape becomes fairly homogenous and cadpok high number of providers, the
policy based on “selection” and “concentration” dam efficient mechanism to maximize the
accountability of HEIs in a form of self-evaluati@nd self-reporting based on performance
index. But, on the other hand, the reporting rezyugnts and internal and external audit of
conditional funding has imposed an extra burderH&hs and impair institutional planning and
structure when the contract and funding period deted and the research team was dissolved.

In its basic formula, the block grant arrangememtder the BK 21 Project provides the
minimum condition for education and research artthapes the institutional autonomy of HEIs.
But it is only true when the budgets are relativielsge enough in proportion to total national
revenue. Under this allocation mechanism, the megsudo not give a significant degree of
flexibility to use within an institution when mofmancial resources are needed.

Ad hoc funding for infrastructure development igtier challenge in increasing financial
autonomy because most resources are allotted @ends for graduate students. Even though
matching funds can alleviate this challenge, tleblams still remain in basic disciplines such as
Humanities or Social Sciences, which are by nadiffieult in procuring matching funds.
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Simple, understandable, and flexible guidelinegrammote the external accountability and
transparency; a formula index with clear measufekendisciplines involved so as to show what
is being achieved, is needed with the funds pralidend it is desirable to encourage HEIs to
differentiate between national and private sectespecially to give incentives to the public
sectors in HEIs which are eager to change intajpocation.

After being made into a clearer corporation, thiomal universities are expected to self-
manage and self-finance. They have property rifgittthey are a corporation and they can issue
bonds. In addition, the institutions are expectetind ways to generate new sources of revenue.
It is hoped that the enlargement of autonomy aexililities from the bureaucratic constraints
will produce savings and the ability to competewite private sectors. Finally, it is assumed that
it can lead to some positive effects to make artz@detween autonomy and accountability if the
government provide proper incentives and creat@anbed development between disciplinaries.

For this reason, accountability relationships betw&nding agency, the BNC, and the

HEIs and the flow of information should not be alrsd by the design of funding model.
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4. Conclusions

This study has attempted to find out how and totwddent the BK 21 Project has
affected the financial autonomy and external actahility of HEIs and whether or not the
influence on financial autonomy and external actabitity of HEIs is in line with national
policy goals. In the establishment of the BK21 Pctj the level of financial autonomy and
external accountability of HEIs has changed duthé¢orole of the buffer organization, BNC, and
the trends toward more output-based funding pdidigring the second phase.

In this final chapter the lessons will be presented can be learned from governing and

funding modes, and the ways forward while discug#ie limitations of the study.

6.1 The Issue of the “Institutional Unit Support” and the “Individual Research Team
Unit Support”

The issue of the funding modes between “instititiamit” and “individual research team
unit” with regards to financial autonomy and exsdraccountability under the BK 21 Project
suggests the followings.

For the small amount of earmarked resources torcléhe universities participating in
the BK 21 Project is still a problem awaiting awgmn. The issue of allocation mechanism to
HEIs has to be raised, namely, should the BNC prifesupport individual institutions or
individual research teams? Funding can be overthppéveen the projects only when allocated
to a team-based support. It is not easy to expaddiraprove the infrastructure of HEIs when
focusing on team based support rather than om8igutions’ own organization. Individual team
based support can promote the university’s ranklegending on the research outcome that
focuses on research and increases the financahauniy within the research team. On the other
hand, the funding modes toward individual instdn8 may cause educational insolvency and

impede the specialization because most universigeesk to become research universities.
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Furthermore, it impedes the settling down of sgeton for the policy shifts each time the
financial resources vanish.

Lee and Kim (2007) have also pointed out that teégpmance-based formula funding
scheme, which centers on institutional unit suppairhs to secure the financial autonomy and
external accountability of HEIs. It provides a $¢atinancial aid when the HEIs meet the national
objectives. However, it can reduce the autonomyH&ls when the funding stops and the
resources vanish. Performance-based funding hasdatime in procuring objective evaluation
when the budget is allocated to individual instgdos and the performance index is not clearly
classified between disciplines. The institutionait support, which gives its subsidies as a block
grant, strengthens government regulation and ierets evaluate. The individual research team
support, where the budget is allocated line-by;lisemore difficult to manage. In this respect,
following issue of subsection would be an alteneatio achieve success in the BK 21 Project

while seeking a new balance of autonomy and acebility of HEISs.

6.2 Possible Uses of Supply Sided Vouchers & Build-Transfer-Lease (BTL) Scheme

In this subsection, the strength and weakness efvtucher system is highlighted and
states why the demand sided voucher is undesiesbss alternative to allocation system in Brain
Korea 21 Project. The question of demand sided hengcis to be dealt with carefully within a
policy context of HE financing mechanism.

Vouchers are generally common in compulsory edasaiind some other government
functions such as public support of infrastructuaed as a means of paying for HE. But as in all
public functions, the purpose of adopting the vaugbolicies is to promote a greater competition
among providers. The voucher system in generaligesvpublic support indirectly through the
consumers. In this regards, vouchers can be comdrawith more centralized allocation

mechanism in which students apply directly to gowsent once enrolled in an institution. In a
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knowledge-based society students have more freeédatasign and plan their own, custom-built
programs relevant to the idea of voucher system.

However, in Korean context, there are somewhat thegaspects to the voucher system.
Most HEIs are not prepared for competition in therket when resources allocated directly to the
students. It causes inequality in the opportunistrithution and becomes a political and social
issue beyond educational development, moving irenaof political protest and bargaining.

When the HEIs receive resources in a form of voychends might be eaten by the
beautiful proposal documents. The resources aen dpent for infrastructure rather than the
preferred recipients, the students for whom thecation system exists. The government justly
considers this a “wrong behavior.” The document$ @ntracts say one thing and the behavior is
different. Therefore, one questions the moralityt adl.

Taking into consideration all the above, the folilmgvsuggestion should be considered for
the design of funding model under the BK21 Phaserdject. In order to maximize financial
autonomy and external accountability of HEIs, onesti{1) restructure the governing system of
public university into independent organizationnfréhe government organization, (2) use loan
aids type demand side voucher both for public améage universities so that they can build
social trust for the future human capital by invfiprivate capital to the public investment, and
(3) improve the basic infrastructure of HEIs anduee tax burden such as in the implementation
of Build-Transfer-Lease (BTL) scheme in order tb capital investments of the university. BTL
is a type of scheme to utilize private funding &amdoncentrate on the distribution of appropriate

facilities at earliest convenience.
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Figure 6.1 Public & Private Partnership in a Form of
Build - Transfer - Lease (BTL) Scheme

Special Purpose Company

(Private Sector)

Rent Payment
Support for Acquisition &X{Lard  Concessionaire
Provide Non-core Service Tex benefit

Pays User Fee

if(hecessary)
End User > Government

(HEIs) < (Public Sector)

Provide Core Service

Source: Ministry of Planning & Budget (2006:11),

Korean Private & Public Infrastructure (PPI) System

As the above figure shows, ownership of the inftettire facility is transferred to the
government upon completion of construction, and ¢bacessionaire is granted the right to
operate the facility and receives government paysieased on its operational performance for a
specified period of time. The BTL Scheme is apptiedhose facilities where the concessionaire
has difficulty in recovering its investment througber fees. Facilities eligible for BTL Scheme
mainly consist of social infrastructure facilitissich as schools, military residences, welfare
facilities, etc. Therefore, government can prouigsv options for public service delivery under
fiscal constraints and HEIs have more freedom ¢og$aand use their budgets on the teaching and

research. In this respect, the BTL Scheme can peagdonomy and accountability of HEIs.

6.3 Limitations of the Study and Further Research

This study has several limitations. First, thelyieal framework on financial autonomy

and external accountability applied to BK 21 praogrdid not cover all the international cases.
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Depending if a country pursues more socialism,iegelnism, or collectivism than capitalism or

individualism, the level of external accountabiliglative to financial autonomy depending on
allocation mechanism will be somewhat differenttHis respect, it is possible that the empirical
analysis might not have been able to identify adlamings of the analytical framework provided.
It's not easy to apply the same regulations andricésns to all the cases because of the
economic and cultural differences of each country.

The second limitation is that the empirical datéhgeed from the survey questionnaire
implied a bias with respect to public and privadeters of HEIs. The fields or disciplines with
the highest and lowest proportion of research goinvolved in BK 21 activities were
considered separately.

Finally, due to the time limits and long distandesm South Korea, the number of
institutions included prevents the completenedsisfstudy. Further research based on a superior
dataset would allow for a broader scope, and tbesefprovide a more far-reaching and
dependable set of conclusions. Any future work wWaalso need to consider omitted variables
depending on the regions and the size of HEIs. iQibssible research topics such as comparing
Exezellenze Programe Germany with BK 21 Project in South Korea wobllthe next step to

test the explanation and prediction of my theory.
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APPENDICES

Appendix A. Questionnaire to Brain Korea 21 & NURI Committee

PLEASE Return this Form to the Following E-mail Address
within a Week
di86702@uta.fi/ or dongseol@student.uv.uio.no

- A Questionnaire on BK 21 Program -

My name is Dong-Seob Lee and I'm a graduate studeBrasmus Mundus European Higher
Education program. I'm currently doing my Masteres$is on the BK 21 program for the
University of Tampere in Finland. This questioneais directed to Brain Korea 21 & NURI
Committee (BNC). The information obtained from tgisestionnaire will remain anonymous and
will be used for research purposes only. The tiomedmplete this questionnaire is approximately
30 minutes. Your response will be invaluable for magearch and the development of BK 21
program. If you have any questions or issues radrsélge questionnaire, please contact me by E-
mail: dI86702@uta.fi | deeply appreciate your participation in mye@sh.

1. Position of Respondent:
Head of Institution ( ) Senior Administrator ()
Administrator ( ) Researcher ( ) Others ()

* The following table lists are aspects of possibleles played by the central government,
the BNC or other organizations. Please tick\) or specify to what extent the government or
BNC has performed corresponding roles in the planmig and implementation of 39 Phase
of Brain Korea 21 project. If the roles are overlapped, you can indicate theelel of degree
with a percentage (Government: 80%, BNC: 20%).If you don't know exactly the

information, you don’t have to answer all the quesbns.

2. Role of Government authority and Buffer Body “Brain Korea 21 & NURI Committee
(BNC)”

Government BNC Other Public Universities
Agencies Participating in
BK 21 Project
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() Strategic Planning
regarding to agreeing on the
size and shape of BK 21
program.

(b) Setting the vision & goal

[

for BK 21 program

(c) Policy analysis & problem
resolution

(d) Higher Education
Institutions’ mission definitior

(e) Academic program review

(f) Budget development

() Funding advice &
allocation

(h) Financial auditing

(i) Program administration

=

() Assessing the quality g
teaching and research

(k) Monitoring performance

(D Quality assurance &
standard reviews

=

(m) Deciding the total numbe
of student admission

* Please tick (/) or circle (O) one or more options in multiple-choice questionand write
answers for the open questions in the spaces proed. If you don’'t know exactly the
information, you don’t have to answer all the quesons.

(1) How has the resources been allocated from ¢lrergment authorities to the institution durihg 1™
Phase of BK 2P
(a) Line-item budget (b) Block grants (c) Inpaskd Formula
(d) Output based Formula (e) Input + Output fugdiormula (f) If others

(2) During the BK21 Phase |, there was one leadiniyersity and one or more other participating
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universities. If so, how had the resources be@tated; had the financial resources been allodated
one leading university in a form of lump sum budgehcerning the research theme and had the
leading university distributed to each universitilepending on the number of students or size of the
faculties? Or had the resources been distributegbtd university independently from the funding
agency?

(3) If the allocation mechanism underlying thié Phase BK21is based on the input or output formula,
how the formulas consist of? (For Example: the nend§ students (80%) + performance index (20%))

(4) How has the resources been allocated from nmedrate agency, the Brain Korea 21 & NURI
Committee (BNC), to the institution durinige 2" Phase of BK 2
(a) Line-item budget (b) Block grants (c) Inpasbd Formula
(d) Output based Formula (e) Input + Output fugdiormula  (f) If others

(5) The BK 21 Phase Il emphasize department-lexetleence rather than university level excellerite.
there are several research teams within one uitiyensw had the resources been allocated? Have the
financial resources been allocated to the uniwersita form of lump sum budget, that is institugébn
unit support, or distributed to each research t@asependently from the funding agency, that is
individual research team unit support, in a forntireé item budget?

(6) If the allocation mechanism underlying 8 Phase BK21is based on the input or output formula,
how the formulas consist of? (For Example: the neind§ students (80%) + performance index (20%))

(7) What performance indicators are particularigiided during th™ phase of BK21which index or
criteria is more emphasized?
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(8) Was the total budget of the BK21 project cadtedl on a top-down basis according to the total
budget available or on a needs-basis based orcfalareeds from the HEIs?

(9) To what extend can universities spend their BKibancial resources on their intended purposes
underlying2™ Phase BK 21 progran? If there are any restrictions within a universigat are the
particular reasons?
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Appendix B. Questionnaire to Universities participating Brain Korea 21 Project

PLEASE Return this Form to the Following E-mail Address
within a Week
dI86702@uta.fi/ or dongseol@student.uv.uio.no

Financial Autonomy & External Accountability Underl ying BK 21 Program in Higher
Education Institution — A Questionnaire

My name is Dong-Seob Lee and I'm a graduate stuaketiie Erasmus Mundus European Higher
Education program. I'm currently doing my Mastetfgesis onthe BK 21 progranfor the
University of Tampere in Finland. This questioneais directed to universities who have
participated in BK 21 program. The information obé&a from this questionnaire will remain
anonymous and will be used for research purposkys Tme time to complete this questionnaire
is approximately 25 minutes. Your response will ibgaluable for my research and the
development of BK 21 program. If you have any goestor issues raised in the questionnaire,
please contact me by E-maili86702@uta.fi | deeply appreciate your participation in my
research.

1. Profile
(a) Name of Institution:

(b) Position of Respondent:
Head of Institution ( )  Professor ( ) SmriResearcher ( )
Post-doc Researcher ( ) Administrator (  theD position ( )

2. This section aims at finding out the informationon what level offinancial autonomy is
exercised at the Higher Education Institutions usig the 2'¥ Phase BK 21 program, which is
based on allocation mechanism. However there are re@ questions, nevertheless, with
respect to the ' Phase of the BK 21 program. If you don’t exactly bld all the information,
you don’t have to answer all the questions. Pleagaut a check (/) for True one or more
options in the multiple-choice questions, and writelong-hand answers in the spaces
provided.

(1) Who determines, at your institution, how to tisefinancial resources of ti& Phase of BK21?
(a) Dean of the faculties  (b) Head of department (c) Director of research team
(d) Research staff (e) others

(2) Does the University have a freedom to decides ho distribute the resources received to the
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subordinates without any restriction, as stdfé®hase of BK 2P

(3) If there are some restrictions, what are thriqadar reasons?

(4) Who determines, at your institution, how to tieefinancial resources of ti2&' Phase of BK21?
(b) Dean of the faculties  (b) Head of department (c) Director of research team
(d) Research staff (e) others

(5) Does the University have the freedom to dedidev to distribute the resources received to the
subordinates without any restriction with € Phase of BK 22

(6) If there are some restrictions, what are théqaar reasons?

(7) Other than the BK 21 programs, how are the other public resources allocated?
(a) Line-item budget (b) Block grant (c) Input based formula
(d) Output based formula (e) Input + Outjounding formula
(f) If other mechanisms are used, please specify

(8) Does the government audit university accoufita®1® Phase BK21 progran?
(a) Yes (b) No, internal auditingused (c) There is no auditing

(9) Does the government audit university accountiedying2™ Phase BK21 program?
(a) Yes (b) No, auditing BNC committee
(c) No, internal auditing is used (d) No aumwjtwhatsoever

* Please check ) if you agree or disagree with the following statments. If you agree
strongly you check box number 5 (5 =Agree strongly)Box 4 for agree, 3 if you are
neutral, 2 if you disagree, and 1 if you strongly dagree.

1 Phase ofl 2" Phase of
BK21 BK21
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(10) University is regulated according to natiostaindards.

(11) The budgets from government or BNC are cdgtcalntrolled
and disbursed within the university.

(12) The university has the freedom to set up avad@ayment
and conditions underlying the BK 21 programs.

(13) The research team has the freedom to set adentc

payment and conditions as stated in this BK 21 janog

3. This section aims at finding out the level ofnstitutional autonomy exercised at your
Higher Education Institution from an administrative academic side.

(14) Do you think that the autonomy of your inditta underPhase Il of the BK 21 programis
protected from...

(a) The government interference Yes ( ) No ( )
(b) Political interference Yes ( ) No ( )
(c) Bureaucratic interference Yes ( ) No ( )
(d) University interference to the researcimtea  Yes ( ) No ( )

(15) Who designs the curriculum and courses uRtease | of the BK 21 progran?
(a) The professors  (b) The deans  (c) The-ghancellor
(d) The group research team of the university e) ofhers

(16) Who designs the curriculum and courses uRtese 1l of the BK 21 progran®
(a) The professors  (b) The deans  (c) The-ghancellor
(d) The group research team of the university e) others

(17) Who decides the admission policy duriftzase 1l of the BK 21program?

(&) An individual institution (b) Other wmirsities participating in this program (c) BNC

(d) The government (e) other regulatory bodies

(18) Who determines the number of students takemderPhase Il of the BK 21program?
(a) An individual institution (b) Other univéies participating in this program (c) BNC
(d) The government (e) other regulatory bodies

(19) Who determines the graduate fee structureruPidse Il of the BK 21program?
(a) An individual institution (b) Other univéies participating in this program (c) BNC
(d) The government (e) other regulatory bodies
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(20) Who determines the workload during #i&Phase BK21program?
(&) An individual institution (b) Other univeties participating in this program

(d) The government (e) other regulatory bodies

(21) Who determines the appointment of new reseasdh the2™ Phase BK21program?
(&) An individual institution (b) Other univeties participating in this program

(d) The government (e) other regulatory bodies

(c) BNC

(c) BNC

(22) Who determines the norms or qualificationdppointment of new researchers in i&Phase BK

21 program?

(&) An individual institution (b) Other univeties participating in this program

(d) The government (e) other regulatory bodies

(c) BNC

4. This questions the accountability relationship btween HEIs and the Government. Please
check @) if you agree or disagree with the following stat@ents. If you agree strongly you
check box number 5 (5 =Agree strongly). Box 4 forgree, 3 if you are neutral, 2 if you

disagree, and 1 if you strongly disagree.

1 Phase off 29 Phase of
BK21 BK21
1(2(3/4|5|1(2|3(4]|5

(23) The university has the obligation to do anuatreport and
give statistical information on how government pdex resources
have been used.

(24) The university is subject to thexternal quality assurance

arrangement

(25) The university has to establish an internadligp) assurance
arrangement.

(26) MOE/ BNC requires the performance results 6B program.

(27) It is the responsibility of MOE/ BNC to lay @a transparent
guidelines to install better measure of outputqranfinces.

(28) MOE/ BNC offer financial incentives accorditigthe result of
performance.

(29) The university has an obligation to establisé relationshig
with other industries.

(30) The university has an obligation to preparécmgs on acces

192}

and equal opportunities.
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Appendix C. Performance Indicator for Applied Science Research Groups: Phase

Areas Weighting Scheme Indicators
Education Curriculum (3%) Excellence of curriculum contents and plan
(32%) Degree  Completion  (3%) | Percentage of MSc. PhD completion by BK21 Funding
Employment of graduates (3%) | Percentage of graduate hired, excellence of employment
support plan and goals
Publications & presentations | Number of papers per student published in SCIE journals and
by graduate students (19%) other journals registered at Korean Research Foundation in past
two years, number of presentations per students in past two
years, excellence of plans to support these activities.
Globalization of graduate | Share of English only lectures, percentage of foreign faculty,
education (4%) percentage of foreign students
Research & | Government-funded R&D (9%) | Pre-faculty R&D funding sponsored by the government in past 2

Development

years, excellence of plan to link BK21 fund and other

(33%) government programs
Faculty research performance | Per-faculty SCI papers published in past 2 years and their impact
(19%) factors, plans for per-faculty paper publications and impact
factors, per-faculty patents in past 2 years and future plan for
them
Excellence in international | Excellence in performance of international academics and
activities (5%) researches
Links to Results from the financial | Per-faculty funding and projects from industry in past 2 years
Industry matching funds from industry | and future plans in domestics or abroad, excellence of linkage
(21%) (9%) between the industry projects and research and education in

Industrial Property (7%)

Technology transfer (5%)

Excellent case of University-

industry collaboration (3%)

the department

Per-faculty research registration results in relation to industrial
property including patents

Per-faculty technology transfer cases in past two vyears,
commercialization performance and future plans

Specialized staff for university-industry collaboration and plan

for hiring them, support systems and other activities to

commercialize research results
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Graduate
Reform &
Specialization

(11%)

Invest in human resources &
specialization to become a

research university (2%)

Investment in physical
infrastructure (2%)
Research groups’ structure,

evaluation plan, institutional
reforms to be research

universities (7%)

Ratio of faculty to graduate students, ratio of faculty to
undergraduate students, plan for improving student-faculty
ratio

Ratio of full time professors, institutional reorganization at
university level, ratio of graduate students to undergraduate
students

Ratio of matching funds from the university’s own investment
to the BK 21 funding, plan for managing the matching fund
portion of the contract

Emphasis on human resource production and excellence in
goals

Linkage between the research group & the department,
influence of the research group leader on the department’s
decision-making, institutional reorganization at department
level

Plan for self-evaluations and evaluations by outsiders
Centralized system of fund management, performance based
faculty evaluation system, plans for improving these systems

-1% demerit mark when changing the research group leader

Additional score to excellent universities in regional area (10%)

Excellence in University-Industry collaboration research groups (+3)

Source from BNC (2008)
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