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“Higher education institutions in sub Saharan Adri@are the most financially
challenged in the world” (Teferra, 2014: 20).

The above quotation presents a realistic picturth@fchallenges of financing
African higher education institutions. Althoughdimcing of (public) higher education
is currently a global challenge; it is a more cdtichallenge in sub Saharan Africa
because of the application of unsustainable andalistic higher education financing
modalities. Unrealistic higher education financimgdalities have resulted into low
expenditures on R & D and the subsequent low reBeeapacity to undertake and
publish scientific research in most sub Saharancéfr higher education institutions.
Documentary and research evidences show that oseanductivity is low in most
African public universities with the exception obi@h African universities where
performance-based funding model is applied to fpadlic universities. Furthermore,
documentary and research evidences also show xp&nditures on R & D as a
percentage of GDP is below the recommended 1% ist rAfrican countries (See
World Bank Devel opment Indicators, 2014: Science and Technology Table 5.13).

Objectives and Thesis of the Paper
In the context of the above introduction, the oties of this paper are two-fold:

" Discuss the current funding modalities of publigh@r education in sub
Saharan Africa, their strengths and limitationg] an
" Propose alternative and sustainable funding maelsliof public higher

education for improvement of research and instinal productivity.

The major thesis of this paper is that current rnitesa of funding public
higher education are unsustainable and un-reairstice context of building a vibrant
and strong higher education sub sector in Africéctvican effectively contribute to the
socio-economic and technological development. Thezealternative, sustainable and
realistic financing modalities of public universsi are urgently needed to empower
public universities to effectively contribute torifa’s development agenda through the
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production of new knowledge generated from scientiesearch. In the
following section current funding modalities of pigbhigher education institutions in
sub Saharan Africa, including their strengths amitations are presented.

Current Funding Modalities of Public Higher Education in sub Saharan Africa:
Their Strengthsand Limitations

Generally, there are three (3) dominant modaliibegunding public higher education
institutions in sub Saharan Africa:

" Government funding modality
" Donor support modality; and
" Cost sharing modality

Government Funding Modality

In this modality, public higher education instituis are fully-funded by
governments for capital, development and recuregpenditures under the assumption
that higher education is a public good, implyingtthigher education has more social
returns accruing to society than private returngrudng to individual graduates and
their families. The concept of higher educatiomamiblic good has been challenged by
current research which shows that higher educdtaamore private returns (accruing
to individual graduates and their families) whermpared to benefits accruing to
society.

There are three limitations inherent in this modBl perpetuation of
dependence of public universities on governmentlifug because they are unable to
internally generate financial resources throughenexe diversification; ii) loss of
institutional autonomy and academic freedom ane katd (at times inadequate)
disbursement of financial resources requested bliquniversities from governments.
Documentary evidence shows that there are disccggmbetween public universities’
budgetary requests (approved by respective uniyersiuncils), and governments
approves and what is financially disbursed to mubliiversities in Africa.

Donor Support Modality

Donor support modality is an alternative dominamtding model for research
and development in most African public universitiesause of inadequate investment
in R & D by governments. As observed earlier, bss 1% of the GDP is invested in
R & D by African governments, despite the Africanibh Commission’s commitment
of investing 1% of the GDP in R & D activities. Tenor support modality of funding
public higher education operates within donor aiddet where the African public
universities are recipients and funders of R & Ehdttes arede facto donors, currently
called “development partners” for political expeuig.

The strength of the donor support model lies iniitserent capacity to
internationalize research in African public univées mainly through unequal research
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partnerships and links where donors (mainly Norasda universities and research
institutions and universities) dictates researclendg and consequently research
outputs or deliverables. The major limitations @ndr support modality are loss of
institutional autonomy and research agenda owrer&esearchers in African public
universities do not own research agenda and coms#guresearch output. An
extension of the above limitation is self-censqgrshy researchers in African public
universities to get access to more research fuadsutchase laptops, donor-funded
motor vehicles, air conditioners for their officémvel abroad for workshops etc. These
“research fringe benefits” are usually not fundedAfrican governments, although
they are important for improved working conditidios researchers in African public
universities and are generally related to increasséarch productivity.

Cost Sharing Modality

This modality is mainly implemented through goveemifunded student
loans schemes (for students in public and privateeusities) which are not effectively
functioning in many African countries where thewéadeen established and through
revenue diversification activities. Student loaokesnes are not effectively functioning
because of resistance by loans beneficiaries tayrégans (resulting in low rates of
loans recovery), lack of transparency---particylanl identifying needy students, and
politicization of loans schemes. Anecdotal evidemgigow that African politicians have
frequently used higher education student loansrsebeo advance their own populist
political agenda. The major assumption behind sbating policy in higher education
in Africa (where it has been implemented) is thghbr education is a private good
with more private returns accruing to graduates dneir families. Therefore,
beneficiaries have to contribute to its costs.

Cost sharing modality of funding public higher edligon has a great
potentiality of significantly generating much neddtra income in public universities
if carefully implemented. It has also great potalitf of enhancing institutional
autonomy and academic freedom through increasaddial autonomy.

The limitations of cost sharing modality of finangihigher education as it is
currently implemented in African universities ind&i
" Lack of synchronization and harmonization of incogemeration activities to
align them to missions and visions of universiaes national development agenda and
goals;

" Tendency of universities to concentrate on inconamegation activities
perceived to be profitable, e.g. the so-called eiadkiven evening academic programs;
and

" Strong resistance (by both students and parentafrioan countries used to
“free social services” and a misconception of wtwgt sharing in higher education is.
Resistance to cost sharing in higher educatiomésa¥ the major causes of low loans
recovery rates in many African countries whers implemented.
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The challenges of implementing cost sharing pdlicifrican public universities have
been documented in detail by Mamdani (2007). Infeflewing section | propose what
| consider sustainable funding modalities of publmversities in Africa.

Sustainable Funding M odalities of Public Universitiesin Africa
The following funding modalities are proposed:

" Performance-based funding (PBF)

" Research performance-based funding system (Thonké&sef, 2016)

] Market model (Kiamba, 2005, Lamptey, 1994, OkeRfl)3)

" Establishment of the Higher Education DevelopmeaniB(Ishengoma, 2013
& 2008)

. Establishment of Higher-Education Specific Finagckeacilities (Perkinson,
2006)

" Education bonds (Perkinson, 2006.)

" Credit/unit based tuition fee financing (Perkinsiinal,.)

" Diaspora bonds for education (Ketkar & Ratha, 2@01,2)

Performance-Based Funding

In this funding model, allocation of resources taraversity is based on past
performance on specified outputs in teaching aachlag and research. For example,
students’ completion rates, number of postgradsatdents admitted and graduating,
number of research papers published in indexechgdsietc.

As part of New Public Management (NPM), performabhased funding
promotes institutional accountability in public hay education systems, enhances
efficiency and is generally a steering tool to @age transparency and efficiency in
public spending by linking it to quantifiable indiors generally associated with
improved quality of higher education.

In sub Saharan Africa, performance-based fundingirafersities has been
effective in South Africa, and research evidencewshthat the model ha®latively
increased research productivity of South Africamluuniversities, when compared
with other African public universities.

Resear ch Performance Based Funding System

This system exclusively focuses on research pedpo® or productivity in
public universities and public research organizegiofor improving research
performance in terms of quantity and quality ofegash outputs. Under this system
resources are allocated to the best performingipuielsearch organizations and
universities (Koen & Thomas, 2016).

The system is used as central steering mechanispteti by the majority of
European Union member nations in order to incréfaseffectiveness and performance
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of public sector research systems and promote nasexcellence (Koen & Thomas,
ibid.)

TheMarket Model

The major assumption behind this model is that drighducation is composed
of different market segments, i.e. stakeholdersansumers/beneficiaries of higher
education products, who are willing to pay for r@gleducation if mobilized through
dialogue and effective marketing strategies. Thekatamodel stresses the injection of
the marketing principles and market-driven appreacinto financing of higher
education to make it fully-self-financing.

The model also requires transformation of the tiagal or development
university (common in Africa) into a corporate ontrepreneurial university. The
stakeholders or consumers of higher education ptedn the context of the market
model are the following:

" Public higher education institutions-these can contribute to higher education
costs through income generating activities inclgdprivatization of research and
consultancies, enrollment of privately-sponsorediestts, sale of patents and research
products;

. Sudentgparents-their contribution to higher education costs isotlgh cost
sharing;

" Government-can provide core funding of universities throughrect
subventions to public universities and possiblyaduction of higher education levy;

" Private sector—this is a potential employer of graduates andamattribute to
higher education costs through direct donations cfapital development, students’
sponsorship, funding of professorial chairs, carted research and consultancies and
funding of professional development (e.g. workshapd conferences);

" External donors-can provide direct grants to higher educationitusbns,
faculty and schools to fund research and staff ldpweent;
" Financial institutions are capable of financing public higher educattmough

educational loans to students to pay for tuitiod atiner related costs; and

" Alumni-through direct donations and gifts to public higheducation
institutions to establish endowment and trust fulsnations and gifts from alumni is
one of the traditional sources of income for strémgerican and European universities,
but unfortunately it has not been adopted by Africaublic higher education
institutions except for a few public universitiesSouth Africa.

Higher Education Development Bank

Apart from the above modalities of funding publigher education; | am also
proposing the establishment of a Higher Educatienedlbpment Bank through public
private partnership modality to replace studenbhsoschemes which are not efficiently
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functioning in many African countries where theywédeen established. This proposed
bank should provide loans to students at a comalenciarket value interest rate to
cover tuition fees and other related costs. Thegsed bank can also provide loans to
academic staff to attend professional conferenaad workshops abroad; cover
sabbatical leave costs and book publishing cospartAfrom the above items, the
proposed can also provide loans to public highercation institutions for capital
development and related costs.

There are documentary evidences to suggest thastiablishment of Higher
Education Development Bank is a feasible propoBat. example, in Nigeria, the
Nigerian Education Bank (EDUBANK), fully subscrib&mby the Federal Government
of Nigeria, was established in 1993 after the NagerStudents Loans Board was
dissolved after its failure to recover loans (Chut&98). The EDUBANK (now
defunct) had the following prescribed functions:

" Approve and disburse funds for educational purpgoses

" Provide loans to students to finance their edunafiv higher education
institutions;

" Recover loans disbursed,;

" Provide short-term loans to individual membersazdemic staff;

" Promote mobilization of savings and grants fromghblic and private sectors
for educational development; and

" Accept deposits from individuals and institutions finance education

investment (Chuta, ibid.)

Other functions of the EDUBAK related to the canedtions of universities included:
a) Provision of financial advice in educational mattéo institutions of higher
education, parents, students and educational iongest

b) Promote development of viable research, consultas®yices and relevant
ventures within institutions of higher educatiossearch institutes and centers; and
c) Aid authors in higher education institutions by yding them with loans for
the purpose of financing printing and publishingeational books (Chuta, op. cit.).

Establishing a Higher Education Specific Financing Facility
The proposed facility should provide loans to pubhigher education

institutions (repayable at market rate interest) pmrchasing new technologies,
research and development projects, computer equighand software, development
and upgrading of EMIS, laboratory equipment and retpossible construction of new
university campuses and university colleges to ecafor expansion of student
enrollment. This modality of financing higher edtica has been successful in Mexico
through the support of the International FinancepGation (IFC) and it enabled many
higher education institutions to access the mucdeeé capital for expansion of higher
education infrastructure to expand enrollment (FPadn, 2006).
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(Higher) Education Bonds

Documentary evidence shows that education bonds sawvcessfully worked
in Chile as a sustainable modality of funding beiliblic and private universities
(Perkinson, ibid.). Under this modality well-esiabked strong African public and
private universities with stable and sustainabitotu cash flows and solid governance
structures can float bonds in the market and usitpfrom bond investment to finance
critical institutional development programs, formexle, expansion of the universities’
infrastructure.

Apart from Chile, documentary evidence show thatrameasing number of
universities in US, Australia and UK have resoti@éssue bonds to finance their debts
or investments. As Katsomistros (2018) observe; dlmbal educational institutions
find it increasingly difficult to come by public hding, many are looking for to the
bond market to plug the gap. Higher educatiothes new frontier for the bond
market.” The value bonds issued by education pesgidvorldwide increased from $
2.2 billion in 2007 to $ 6.4 billion in 2017 (Katsistros, op.cit). In sub Saharan
Africa, public funding of universities has been ldgng over time; therefore higher
education bonds can become an optional modalifyrding both public and private
universities.

Credit/Unit-Based Tuition Fee Financing

Charging of tuition fees on credit or unit basistéad of the whole degree
program is another option for funding public orvaite higher education. According to
Perkinson (op.cit.), this modality of funding higheducation has been successful in
Vietnam since 2005. This modality of funding higleelucation is a part of paradigm
shift in Vietnam’s higher education system fromditmnal and elite campus-based
higher education delivery to mass and egalitariaset delivery of higher education,
which is essentially pro-poor. There are two adages$ of credit/unit based tuition fee
financing of higher education:

1) The modality enables students (particularly fronmw lencome and poor
families) to pay for their higher education in slegl affordable amounts, implying
expanded access to higher education; and

2) The modality is flexible because it allows studetotstudy at their own pace
while accumulating higher education at work.

Embedded in this modality is the principle of ecmies of scale for higher
education institutions; because of expanded enesitsnat lower costs and potential
increased products in terms of increased numbgraafuates. However, for many cash-
strapped African public universities (both publicdagprivate), this modality of funding
higher education might not work.
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Diaspora Bondsfor Funding Higher Education

Diaspora bonds (although they are not widely knewd understood in Africa)
are potential alternative modality for funding hégleducation in Africa. Documentary
evidence shows that millions of Africans live andriwin the US and other European
countries and they make substantial remission ofiguto their families. African
diasporas communities can be mobilized by theipeesve governments to raised
large-scale funding to support national budgetfuding support of higher education
through bonds. Research evidence shows that Isaaetince 1951 raised over US $34
billion from diaspora bonds; while India has sint@1 raised over US$ 11 from
diaspora bonds by 2011 (Ketkar & Ratha, 2011). Gitlee potentiality of diaspora
bonds in raising large scale funding for developihpenjects; diaspora bonds could be
an important innovative higher education fundingdaddy worth introducing in
African countries. There have been some attemptsdoye African governments to
encourage diasporas to invest in economic develppprejects (e.g. in Tanzania) but
not in higher education, which is an engine forreenic development. Unfortunately
this “encouragement” has not been supported by lereat national policies on
diaspora investment in respective countries.

Conclusion

| conclude by reiterating the thesis of this papedfess that: current funding modalities
of public higher education are unsustainable (sofrthem have failed) in the context
building a vibrant and strong higher education sdztor which can effectively
contribute to the socio-economic and technologialelopment of Africa in the 21
century. Therefore, alternative higher educatimarfcing are urgently needed. The
proposed modalities of funding higher educationehbeen tested and proved to be
successful in other countries in the world. Ther@o reason to doubt their success in
Africa if tried.
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