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As the Chairman, this is the second occasion that | present the
Annual Report of the University Grants Committee (UGC). 2016-
17 has been another busy year for UGC. Riding on the good
foundation of our strong UGC-funded sector, all universities
continued to do well internationally and achieved good rankings.
While international rankings have their limitations, our
universities consistently high rankings demonstrate the regional
influence of the sector, and beyond. The UGC also continued its
efforts on a number of key tasks, and good progress has been
made on various important subjects.

Over the past year, | continued to be impressed by the high
quality of our higher education sector involving a wide spectrum
of stakeholders. It has always been my belief that effective
implementation of any policy changes orinitiatives relies not just
on the merits itself but more importantly, effective consultation
and communication with the relevant stakeholders.

In this regard, the UGC has developed an elaborate and
all-round communication plan with a view to enhancing
stakeholders” understanding of our work and to enable the
relevant information and messages to be better communicated
to our stakeholders through the media and other appropriate
channels. With the UGC striding ahead with many new ideas
and initiatives resulting from various reviews, both external
and internal, including but not limited to the value-for-money
audit by the Audit Commission, governance study and other
projects, such enhanced engagement and more proactive
communication have become notably necessary and timely. The
various engagement exercises conducted so far have allowed
me to gain a good understanding of universities” expectations
of UGC, as well as the community's expectations of the UGC
sector. It is my pleasure to share our work and plan on some of
these key issues here.
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Review of the RGC

The community looks to our universities for nurturing future
talents and new knowledge that drive continuous economic and
social development. This key function of universities depends on
their core mission - research. Itis the continuing flow of research
ideas and applications from universities that enhances our
understanding and mastery of new knowledge and discoveries.
This also provides renewal and advantages to society and the
economy. The UGC attaches great importance to encouraging
universities to continue pursuing research excellence with wider
impact and benefits to Hong Kong and abroad.

The Review of the Research Grants Council (RGC) (Phase I)
started in August 2016. In the past nine months, the Task Force
on the Review of the RGC (Phase I) met several times to discuss
the findings of the external consultant commissioned for the
study. The UGC received and accepted the Task Force's report on
the review in mid-May. The report was comprehensive and well-
balanced. The Task Force concluded that the current system
had worked well and kept reasonable pace with comparable
jurisdictions. It also made very useful recommendations on
various aspects of the RGC's work, such as communication
and engagement, data collection, impact and benefit and
grant processes. Looking ahead, Phase Il of the Review will
focus on operational matters of RGC and will commence soon.
It will provide further insight to facilitate the RGC in making
improvements in various areas of work.

As pointed out by the consultant for the Phase | review, the
amount of research funding in Hong Kong constituted about
0.7% of its GDP, which was lower than many developed and
neighbouring countries in the region. For many researchers, the
RGC was the sole source of research funding whose funding was
derived from the investment income of the $23 billion Research
Endowment Fund (REF). However, the annual rate of return
for the REF had dropped significantly over the last few years
from over 6% to some 3%. There is an urgent need to top up the
REF in order to maintain annual research funding in the future.
We believe it is important to provide stable research funding
for the sector in order for Hong Kong to remain competitive
in the region. We will continue to maintain dialogue with the
Government in this respect.
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Research Impact Fund

Before extra funding from the Government is made available,
the UGC proactively decides to take action within our reach.
It is the key demand of society to step up efforts in research
and innovation, particularly to have more research that has the
potential of generating societal benefits and impact. Over the
years, the UGC and the RGC have placed a major emphasis
on enhancing local academic research efforts to facilitate the
pursuit of excellence. Our remarkable research results show
the importance of continuing our efforts. Yet we are also aware
of the need to encourage and incentivise universities to conduct
more research of high impact. To echo the 2017 Policy Address
initiative, the UGC has decided to set up a new competitive
funding scheme called the Research Impact Fund on a pilot basis
with total funding of $150 million during the 2016/19 triennium
to encourage more impact bearing research and foster more
collaborative efforts with stakeholders beyond academia. We
recognise that it is a challenge to capture and measure impact,
but we will face it with confidence and enthusiasm.

Research Assessment Exercise

The Research Assessment Exercise [RAE] provides assurance
of our universities” research performance by benchmarking
against international standards of research excellence. In order
to sustain the momentum in promoting world-class research
and driving excellence, the UGC is actively planning another RAE
in 2020 in consultation with the relevant stakeholders. Research
impact will be included as one of the elements of assessment
with a view to incentivising the conduct of research of local
relevance with high economic and social benefits. We look
forward to developing the Research Assessment Exercise and
the impact brought about by our universities” excellent research.
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Teaching and Learning and Internationalisation

Apart from research, no doubt “teaching and learning” is also
central to the roles of all universities. UGC continues to attach
greatimportance to the quality of teaching. Apart from allocation
of the majority of the block grant to universities for good and
effective teaching, the Teaching Development and Language
Enhancement Grant is allocated to the universities to enhance
teaching quality and language proficiency of students. UGC
also provides additional funding through the “Funding Scheme
for Teaching and Learning Related Proposals in the 2016-19
Triennium” for competitive allocation, to incentivise universities
in exploring and developing further in the sector-wide strategic
areas of teaching and learning, language enhancement and
internationalisation. This funding scheme will be able to
support projects with a total cost of up to $200 million. Apart
from this scheme, we also provide extra funding in the 2076-
19 triennium to universities to set up a Hong Kong Pavilion at
international education conferences in order to continue their
efforts in promoting the UGC sector as an united front as well
as attracting more diversified sources of non-local students to
diversify our campuses.

UGC isalso committed to safeguarding and promoting the quality
of teaching and learning at UGC-funded universities. The second
round of quality audits on first degree and above programmes
of universities has just been completed, and the outcomes are
generally positive. We can see that the universities have effective
systems in place to ensure quality student learning experience.
Looking forward, with the Quality Assurance Council taking up
the role of audit operator on sub-degree operations of UGC-
funded universities, we will strive to assure that the quality of the
educational experience in UGC-funded universities is sustained
and improved, and is at an internationally competitive level.
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Governance

The examples above illustrate some of UGC's efforts to assure
the public that our universities are, as always, conducting their
activities and managing their affairs with the wider interests
of the community in mind. To enhance transparency of what
universities do and achieve, the UGC, through a task force
led by Sir Howard Newby, is working earnestly with the eight
UGC-funded universities to establish a written accountability
framework, pursuant to a key recommendation of the
“Governance in UGC-funded Higher Education Institutions in
Hong Kong”. Specifically, the accountability framework aims
to enhance accountability and transparency of universities in
their performance and commitment to continuous improvement
in key areas of activities, for example, research, teaching and
learning, internationalisation, which will in turn help ensure
the public confidence in the UGC sector and naturally help
guarantee institutional autonomy. Agreeing that effective
governance of each university indeed goes deeper to the heart
of the sustainability of the whole UGC sector, we are pleased
to have the support of all UGC-funded universities for the
establishment of the accountability framework.
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Commitment to continuous improvement and
communications

The items mentioned above are only some of the major areas
picked from the long list in our current work plan. There are
actually many other initiatives that are ongoing with different
scales of progress observed.

But we will not stop here. While it is UGC’s role to promote
strategic development in the higher education sector, UGC
itself also promotes critical self-review within the Committee
and Secretariat. This year, special thanks are due to the
Audit Commission and the Public Accounts Committee of the
Legislative Council for their valuable recommendations which
aim at better discharging respective roles of UGC and the
Secretariat for the good of Hong Kong's higher education sector.

We will continue to attach great importance to engagement
and communication with stakeholders. | would like to take this
opportunity to thank all UGC Members and all those who are
members of the various sub-committees, working panels and
RGC and QAC for their hard work and selfless dedication to
the Committee. Gratitude also goes to the Government and the
Education Bureau in particular; as well as universities, teachers
and every member of the UGC sector. With all your support,
the UGC will continue to stand firm on its role as the bridge
between the Government and the universities; as the adviser to
the Government and the enabler to facilitate the UGC-funded
universities in achieving their different ambitions.
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