NOTE OF RESEARCH COUNCILS’ MEETING WITH VCs TO DISCUSS IMPLEMENTATION OF DUAL SUPPORT REFORM AND INTRODUCTION OF FULL ECONOMIC COSTING

Held on 7 June 2004 at the British Academy in London

Present:

	Professor Waqar Ahmad
	Middlesex University (representing CMU)

	Professor John Archer
	Heriot-Watt University (representing UUK)

	Professor Colin Blakemore
	Medical Research Council

	Dr Ian Carter
	The University of Glasgow

	Professor Mike Cruise
	The University of Birmingham (also representing the Russell Group)

	Professor Paul Curran
	University of Southampton

	Mr Glyn Davies
	Economic and Social Research Council

	Mr Kevin Davis
	University of Oxford

	Professor Ian Diamond
	Economic and Social Research Council

	Mr Jerry Folkson
	Medical Research Council

	Professor Mike Grant
	The University of Manchester

	Professor Donald Grierson
	The University of Nottingham

	Dr Michael Jampel
	Office of Science and Technology

	Dr Michael Jubb
	Arts and Humanities Research Board

	Professor John Lawton
	Natural Environment Research Council

	Professor Caroline MacDonald
	University of Paisley (representing MURG)

	Professor Tony Minson
	University of Cambridge

	Dr Bruce Nelson
	University of Edinburgh

	Dr Jim Port
	JM Consulting Ltd

	Mr Jim Sadlier
	Particle Physics and Astronomy Research Council

	Professor Alasdair Smith
	University of Sussex (representing the 1994 Group)

	Mr Steve Visscher
	Biotechnology and Biological Sciences Research Council

	Mr Stuart Ward
	Engineering and Physical Sciences Research Council

	Professor David Westbury
	Joint Costing and Pricing Steering Group

	Professor Richard Whipp
	Cardiff University (also representing UUK)

	Mr Steven Wilson
	Royal Holloway, University of London

	Professor Michael Worton
	University College London


Apologies:

	Ms Alison Ansell
	The University of Reading

	Dr Angus Stewart
	London School of Economics and Political Science


Background and purpose of the meeting

From September 2005, the basis of funding RC (including AHRB) grants to universities will change to a full economic cost (FEC) model, with RCs paying 60-70% of the FEC. This increase in funding has been allowed by the extra £120M allocated in SR2002. It has been agreed that, as part of FEC funding, RC calculations will include the time that permanent academic staff spend on projects; this has significant implications for the ways in which applications are received and funded. The RCs want to work with HEIs to ensure that new system does not lead to changes in behaviour that undermine the benefits of the FEC system and reduce the volume of research supported. The chief executives of the RCs convened this meeting to discuss these issues with HEI representatives.

Main points from presentations

John Lawton (NERC on behalf of RCUK– chair of first session):

· Background to DSR changes. 

· Importance of RCs and HEIs working together to benefit from this opportunity.

· No change intended in research volume supported by RCs.

Michael Jampel (OST):

· Government’s vision for science: to move to a sustainable, world-class research base with HEIs recovering the FEC for their research.
· Conclusions from recent consultation, “Science and innovation: working towards a ten-year investment framework” to be published this summer as part of SR2004.
· Government funding for HEI research: SRIF, extra £120M to the RCs, increase in QR.
· Pricing principles for non-RC projects, public money (QR) should only be used for the public scientific good.
· Timetable: RCs start to receive applications on the new basis by September 2005 with first payments made under new system in April 2006.
David Westbury (JCPSG):

· Definition of sustainability and what Government is doing to achieve it. 

· What institutions should be doing.

· Key steps to achieving DSR.

· How to ensure FEC are covered.

· The development of TRAC methodology to allow forecasting of FEC.

· Implementation issues for institutions.

Stuart Ward (EPSRC on behalf of RCUK):

· Challenges and opportunities facing HEIs and RCs.

· What the risks are and how to manage them:

· Funding PIs’ salaries by RCs and volume of applications;

· Impact of DSR on volume of research sponsored by RCs;

· Distribution of extra funds between RCs and disciplines;

· HEIs finding their share of costs: RCs currently pay about 55% FEC. DSR will increase this to 60-70% and HEIs will need to find their share (30-40%);

· Tight timescale for changes;

· Avoiding bureaucracy and importance of RCs and HEIs working together.

Steve Visscher (BBSRC on behalf of RCUK):

· Outline of the RCs’ DSR implementation plan:

· Scope of the project;

· Approach being taken: coordinated across all RCs, communication with other groups including HEIs essential;

· Timescales;

· Project management structure and HEI representation.

Main points from question and answer session

Non-RC funders

· Concerns were raised over whether charities, the EU and OGDs will pay FEC. Some departments get a large proportion of their funding from them and need clarification for their planning processes.

· Government cannot tell charities what to do and charities are concerned that their purchasing costs could increase. However they are aware of their impacts on sustainability and discussions are taking place between the Association of Medical Research Charities, OST and the funding councils and at the Funders’ Forum. It was noted that the Charities Act is different in Scotland to England, but SHEFC are involved in the discussions. There will be a new partnership fund to provide underpinning money, with details to be announced in SR2004.

· Government policy is that OGDs should pay 100% FEC. Unlike RCs, their research is primarily for departmental policy purposes, not the “public scientific good”. However in some cases work might be subject to market price tendering, where 100% FEC might not be met. For research that HEIs consider to be in their strategic interest, they may also wish to negotiate co-funding with OGDs. HEIs have to make their own strategic decisions about such work.
· The need for 100% FEC funding from the EU is being pursued as part of the consultations over Framework Programme 7 and OST could not pre-judge the outcome of their current consultation. However other countries are also looking at sustainability, so there will be pressure on the EU to pay a greater proportion of FEC. For now, HEIs have to decide if a piece of research is worth supporting from the other resources at their disposal, as RC institutes already do.
Sustainability

· RCs will not provide 100% FEC so will the system be genuinely sustainable? How will low RAE-rated departments with no QR find the matching funds? Is £120M enough to fill the sustainability gap?

· RCs will not pay 100% FEC directly, but Government will essentially provide full costs via the combination of RC and FC funds. These changes are a first step along the road to sustainability. It is possible that increased funding will allow RCs to pay a higher percentage of FEC in future; more information about funding and timescales might be provided in the “Ten Year Framework”. It is expected that HEIs should make some contribution to RC research to demonstrate their commitment to it, even if this percentage were reduced over time. This contribution could come from QR or from other general income.

· It was questioned whether it would be more desirable for RCs to pay 100% FEC or to retain the DS system. Under DS, HEIs retain a strategic view of their investments. However, it would be theoretically possible for RCs to pay 100% FEC while retaining QR funding for other purposes.

· HEIs can use their QR funding flexibly and it can be decoupled from the RAE. There will be nothing to stop departments without QR from applying for RC funds, as long as the HEI’s research business as a whole is recovering its costs from its various income sources, taking one year with another.

Are postgraduate students included in DSR?

· Replies to the DSR consultation favoured including fellows but not students yet; Government has not so far made a formal decision on the consultation. RCs are keen to include students to avoid perverse incentives to support students rather than research assistants and have suggested that this be reviewed for SR2006.  EU employment law must be complied with.

· It is problematic to resolve this at present within TRAC, because students are being taught as well as doing research and are funded from various sources. There are insufficient data to calculate what postgraduate students cost; JM Consulting are looking into this for HEFCE. 

· TRAC guidance on how to allow for postgraduate research student premises costs still needs to be resolved. The TRAC helpdesk will disseminate any emerging good practice and more guidance will probably be issued when the JM Consulting study is complete. 

· Research studentships on grants will be outside FEC arrangements for the time being.     

Funding for large items of equipment

· It was suggested that it would be very difficult for HEIs to find the balance of funding for these and other major direct costs.

· RCs are aware of this potentially serious problem and are considering solutions, but need continued dialogue with HEIs. Modelling is underway but cannot be completed until better information is available about the range of costs that HEIs will seek to recover for estates and indirect costs. HEIs will benefit from getting a higher percentage of indirect costs and PI salaries associated with equipment. In the past they may not have thought about all of the associated costs and percentage usage, but in future need to consider equipment procurement as part of their planning. 

· RCs are considering whether some types of grant will have to be treated differently, for example using other procurement methods for large items of equipment; however they are keen to minimise exceptions.

· Government does not want to break the system and overall is putting in more money (not more costs). TRAC does not include an equipment infrastructure adjustment because of lack of data, but may address this in future.

Research currently funded by QR only

· Will HEIs encourage PIs currently funded entirely through QR money to apply to RCs instead? 

· HEIs need to implement a FEC regime for departments where most research is funded through QR, but QR money can still be used to support PI-only research.

· RCs are aware of the potential for an increase in number of this type of application and are concerned that this will mean extra work for HEIs, RCs and peer reviewers for no extra reward and lower success rates (given that a fixed sum of money is available). It is in everyone’s interests to avoid this.

· RCs will monitor changes in number/ type of applications and success rate per HEI and will provide feedback to HEIs. Ministers have also asked RCs to monitor percentage PI time requested against baseline data and the S&T Select Committee suggested that BBSRC publishes success rates. However although monitoring would show whether behaviour changed after DSR implementation, it would be hard to compare different types of HEIs.

How will the £120M be distributed between the RCs?

· Current intention is that interim distribution of these funds to HEIs in 2005-06 will be pro rata based on current (2003-04) grants, paid in two tranches (before and after 31 July 2005). HEIs may use the extra funds as they wish, but an accompanying letter will state that they are intended to be used for sustainability and supporting existing research, not for volume growth. Modelling is underway to decide the long-term distribution of money between RCs in order to preserve the current volume of research.

Effect on staff morale

· This is potentially a big problem, e.g. if a PI cannot accept a RC grant because there is no matched funding. However the current culture, where HEIs accept grants they cannot afford to support, will lead to disaster. HEIs are going to have to address the sustainability issue anyway; DSR should help. Government recognises that it has previously put insufficient money into the system and is trying to address this, but money alone is not enough: it would just lead to greater volume of unsustainable research. 

· Research by external funders is currently under-priced and this is an opportunity to set a new pricing framework. Regardless of DSR, HEIs need to know the FEC of all the research they do, including applying JM Consulting’s framework to teaching.

· Culture change is also needed and HEIs must own this. They need to grasp the full impact of the change, which is not just about accounting and costing. It is important that they take a holistic view and plan properly. Visible leadership by the most senior people in HEIs is needed and academics as well as administrative staff have to be fully engaged in the change process.  

· The aim is to not adversely affect morale, e.g. academics will not be asked to fill in time sheets. Each HEI should have its own change management project to ensure that such issues are considered in a systematic way. Staff need to feel that they own the sustainability agenda.

Conclusions

· There are still many issues to resolve and it is vital that we maintain a dialogue. The HEI sector will be best served by maintaining confidence and working on the framework. It would be valuable to initiate further discussion during autumn 2004, and possibly beyond.
· Michael Jampel (OST) is willing to talk to individual HEIs.

· If HEIs have concerns, they may contact any of the following:

Steve Visscher (steve.visscher@bbsrc.ac.uk)

Stuart Ward (Stuart.Ward@epsrc.ac.uk)

Glyn Davies (Glyn.Davies@esrc.ac.uk)

Michael Jampel (Michael.Jampel@dti.gsi.gov.uk)

David Westbury (davidwestbury@westburyconsulting.freeserve.co.uk)

JM Consulting Ltd (pa@jmc1.org)

