Opposition Senators Report

2.1 The Australian Research Council Amendment Bill 2006 has the potential to
undermine the integrity and independence of the Australian Research Council. The
reputation and esteem of Australian research relies upon a competitive grants process
that is free from political interference. This bill enables the government of the day to
tamper with the work of the ARC in an unacceptable way.

2.2 Although this bill was prepared under the guise of better governance,
Opyposition senators believe that it will lead to the opposite. It is not in the interests of
good governance to invest too much power and too little accountability in one person,
the Minister. This Government in particular, has a well-worn track record of
politicised interference in funding decisions. The previous Minister for Education,
Brendan Nelson, vetoed 11 funding recommendations from the ARC in two years.

2.3 The bill has been drafted without proper consultation with stakeholders. Had
the Government properly consulted the academic and research community, they
would have redlised that this legislation is largely unnecessary and, in fact,
detrimental .

24 Opposition concerns relate to the proposed new arrangements for the ARC,
especially the abolition of the ARC Board and transferral of its functions and
responsibilities to the Chief Executive Officer (CEO) and the removal of the ARC's
power to initiate inquiries. Submissions to the inquiry raised serious concerns about
the ability of the ARC to carry out its role independently and with confidence in
Australia and abroad.

2.5 It is completely unacceptable for the Government to attach the ARC's
appropriations for 2008-09 to this Bill. There is no conceivable policy benefit to be
gained in doing so. The current act gives the ARC financial security until June 2008.
Opposition senators believe that the only reason for attaching core funding to the ARC
to this Bill is a political one. The Government is well aware that the Opposition will
not block core funding to the ARC. It is this last feature of the Bill which means the
Opposition will not oppose the ARC Bill. Labor understands that responsibility and
care must be exercised when it comes to funding high quality research in Australia.

Ministerial interference

2.6 The ARC bill transfers many of the Board's powers to the Minister. It gives
the Minister the power to intervene directly in the everyday operations of the ARC.
This includes the power to appoint the CEO and all of the ARC's internal committees,
including the ARC's major peer review committee, its College of Experts.

2.7 The CEO will now be directly answerable to the Minister instead of a Board
of respected academic, business and community representatives. Not only will the
Minister be able to appoint the CEO and members to the ARC's internal committees
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directly, but the Minister's appointment decisions will not be considered a legidative
instrument under this Bill. The Parliament will not have the ability to challenge the
Minister’s decisions and hold the actions of the Government to account. This is an
unacceptable curtailment of the Parliament's powers.

2.8 The Minister already has the ability to accept or reject recommendations from
the Board, including recommendations that relate to committee appointments and
grant funding. Generaly, appointments and funding recommendations are arrived at
by the ARC through rigorous internal processes, involving peer review, expert advice
and proper management, as appropriate.

2.9 The Minister will now have the power to put in place people and processes in
order to deliver the right political outcomes for the government of the day. It givesthe
Minister unprecedented powers to manipulate the ARC's processes in such a way that
funding recommendations could be considered politically acceptable in the first
instance. It is this feature of the bill before us that renders it substantially different to
the act asit stands today.

2.10 The submission from the Department of Education, Science and Training
(DEST), in referring to the Minister's second reading speech, claimed that the ARC's
current accountability framework would be maintained under the provisions of the
Bill. * The department reiterated this position that there was no change to the
Minister's powers to the Committee at its hearings:

| think the first thing to point out is that the amendments actually maintain the Minister’s
decision-making role in appointments to designated committees and in the grant approval
processes. The |egislation does not enhance or diminish that; it maintainsit.?

211 This is simply not true and disingenuous. The ARC's accountability
framework will not be maintained under the proposals in this hill. It is one thing to
accept or reject appointment recommendations from the Board of an expert body; it is
guite another to make them yourself.

Abolition of the ARC Board

2.12  The Government justified its decision to abolish the Board under the guise of
the Review of the Corporate Governance of the Satutory Authorities and Office
Holders, also known as the Uhrig review. The Government has claimed that this bill
would simplify reporting arrangements between statutory authorities and elected
government representatives.

213 Indeed, the Uhrig Review does recommend that Boards of statutory
authorities be abolished unless the Government is prepared to devolve all
responsibility to those agencies. It is reasonable for governments to have ultimate

Department of Education, Science and Training, Submission 2, p.3
2 Ms Leanne Harvey, DEST, Committee Hansard, 4 May 2006, p.27
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accountability for the taxpayer funds disbursed by statutory authorities. As such,
complete devolution of power to statutory bodiesis not an appropriate solution.

2.14  The problem with the Uhrig recommendations is the political reality of this
Government. This Government has shown that it is perfectly willing to silence dissent
and undermine those with contrary views. Removing the ARC Board will not deliver
better governance, more transparency or proper accountability of taxpayer funds under
this Government.

2.15 Opposition senators also note that the academic and research community
overwhelmingly support the ARC's current Board structure rather than an executive
management template. There is widespread concern that abolishing the Board will
send a negative signal to the international research community and tarnish Australia's
research reputation.

216 The Australian Academy of the Humanities submission provided three main
reasons for rejecting the executive management approach: the performance of the
ARC would become unacceptably dependent upon the performance of a single
individual; the position of CEO would become more vulnerable to a substandard
Ministerial appointment which could undermine public confidence in the organisation;
and the CEO would be placed under unacceptable pressure to anticipate and please the
Minister for political reasons. A Board with rolling appointments would be less
vulnerable to political pressure.® At the committee's public hearing, the Academy
summed up its concern by stressing that over time the ARC may be subject to political
pressure and forced to respond to the whim of government, which would compromise
its independence:

...there is considerable value in having a Board rather than simply a line
management model, particularly in functions which require strong
reputation and maintenance of integrity, and to forestall any suggestion that
decisions are being made on other than appropriate grounds. The main
function of the Board...was a good and useful development in ensuring the
robustness and the integrity of the grant-giving process.*

2.17  Under the ARC's current act, the Minister can only appoint the CEO if he or
she has taken the Board's advice on the appointment. If this Bill becomes law, the
Minister will no longer be compelled to consult anyone with academic or management
expertise before naming a favourite.

218 The presence of a Board has created a buffer between this Government's
politically-driven agendas and an independent research funding body. Removal of the
Board could prevent effective management of research funding because the CEO is
unlikely to have much protection or job security if they disagree with a Minister in
this Government. There will be no group of respected experts from the academic and

3 The Australian Academy of the Humanities, Submission 1, paras 1 and 2

Professor Stuart Macintyre, Committee Hansard, 4 May 2006, p.5
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business communities to mediate the Minister's interference. It isfar more difficult for
aMinister to dismiss 14 distinguished people than the one individual that the Minister
has appoi nted.

2.19 Opposition senators believe a convincing case has not been made for
removing the ARC Board. The Government has erred in its approach to the ARC's
governance arrangements. The Minister's second reading speech referred specifically
to removing the potential for confusion between the ARC Board and the CEO as the
main reason for introducing this bill. Yet at a public hearing the Department could not
satisfactorily explain how the bill would achieve this.

2.20 Theissuewas clearly presented to the committee by FASTS:

We have not seen a compelling case that there is confusion around the role of the
Board vis-&vis the CEO and the minister at the moment.°

221 If the Government was genuinely concerned with improving reporting and
accountability of the ARC's decisions, a better outcome would have been achieved by
providing clear Ministerial directions to the ARC and establishing a set of
expectations for the ARC to meet. Opposition senators agree that there is a difference
between external public accountability that a government has the right to expect from
statutory bodies, and ministerial meddling in the internal processes of statutory bodies.
The Australian Vice Chancellors Committee is clear on this point:

The AVCC regects this notion of confusion because effective governance
arrangements require clarity in roles and responsibilities between the governing body
and CEO, not legislation introduced to remove any confusion. The contemporary
understanding of effective governance arrangements is that the role of a Board is to
provide leadership concerning the organisation, assure accountability for decisions
arising and advise the CEO on matters of strategic importance; whereas the role of the
CEO is to implement such directions howsoever he or she may see fit. There is
therefore a separation between governance and process.’

2.22  The Government's response to the recommendations of the Uhrig Review has
not been consistent across the statutory bodies. The Minister for Ageing tabled a hill
this year to change the governance arrangements of the National Health and Medical
Research Council but without abolishing its Board.

Peer review, College of Expertsand international standing

2.23  ThisBill alows the Minister to appoint directly all of the ARC's peer review
panels, including its College of Experts. All ARC committees will become 'designated
committees under the Bill and, as such, the Minister will be able to appoint members

° Ms Leanne Harvey, DEST, Committee Hansard, 4 May 2006, p.27

6 Mr Bradley Smith, FASTS, Committee Hansard, 4 May 2006, p.19

! Australian Vice Chancellors Committee, Submission 5, p.2
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to those committees. It is critical to note that the Minister will be able to appoint
anyone to designated committees, including the College of Experts, without
consulting anyone. The Minister only has to ‘try to ensure that the composition of the
committee reflects the diversity of the interests in the matter or matters that the
committee will be dealing with' (Subsection 32(3)). Opposition senators do not view
this as a substantive restraint to the Minister's powers.

224 The current Minister has stated that she does not intend to veto grant
recommendations or interfere with the College of Experts. However, the current bill
provides no guarantees about the future of the College. If the Minister intends to
continue with current practice, Opposition senators do not believe that there is a need
for the Minister to have enhanced powersin the first instance.

2.25 Opposition senators agree with the majority of the submissions that the
internationally recognised system of peer review should determine how research
dollars are allocated. The peer assessment process used by the ARC isthe best way we
have at present of meeting public accountability, and determining academic quality.®
The Opposition believes strongly that the Bill undermines rather than enhances the
accountability and governance arrangements which have underscored the
independence and integrity of the ARC. The proposed amendments put at risk the
ARC's transparency and objectivity and expose the peer review system to political
influence from the government of the day. This could potentially undermine the
ARC's independence and erode Australia's international research reputation.

2.26  Thisisaview supported by the Australian Academy of the Humanities, which
told the committee at its public hearing:

...these proposed changes to the Act do imperil some of the forms of
independence that are required for a research-funding body to work
effectively. We see it as being in danger of compromising the reputation of
Australian research, should it be thought that the research body is acting
directly at the instructions of the Minister.’

2.27 The Academy and the NTEU conveyed to the committee concerns from
international scholars who provided assessments for peer-reviewed grant applications
that were regjected in unprecedented numbers by the previous Minister. This apparently
has resulted in some uncertainty and lack of confidence in the approval process.

2.28  The Academy told the committee that the changes proposed by the bill would
be of concern to the international research community because the ARC would be
structured differently from equivalent bodies in the United Kingdom, the United
States and Canada which have provided more safeguards than those provided to the
ARC to ensure their independence.

8 NTEU, Submission 4; Group of Eight, Submission 7

o Professor Stuart Macintyre, The Australian Academy of the Humanities, Committee Hansard,

4 May 2006, p.2
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2.29  The committee's attention was drawn to an anomaly in the bill which will
prevent researchers funded by the ARC to participate in international research projects
that are peer reviewed and approved abroad. The Forum for European-Australian
Science and Technology Cooperation submission claimed that the bill will prevent
Australian researchers from participating in international research programs which
attract substantial amounts of money, causing embarrassment and loss of trust
between Australian teams and their European counterparts.’®

230 The department advised the committee at its hearing that the Minister is
currently considering the idea of a calendar to better coordinate the process of
approving grant applications for Australian and international research programs, and
thus overcome the problem of researchers being precluded from international research
projects.™ This is clear evidence that the department is concerned about the negative
impact of thishill on the international standing of Australian research and researchers.

2.31  Evidence before the committee strongly supported amending the bill to ensure
that peer and expert review are protected and that the Minister's role and relationship
to this process are clearly defined.'? Opposition Senators agree with these concerns.

Power to initiateinquiries

2.32 Another area of concern raised in evidence relates to the provision which
removes the capacity of the Board to initiate its own inquiries into research matters.
The department told the committee that the power would be transferred from the
Board to the CEO. However, there is uncertainty as to whether the CEO would need
to consult, or seek the approval of, the Minister in order to use the power to initiate
inquiries. Although the power has not been used by the Board since 2001, it is
generaly agreed that the ARC should retain the capacity to conduct research-related
reviews. The National Academy of the Humanities described one such review which
was carried out by aformer disciplinary group to assess the effect of ARC funding on
the different research fields:

It was a very important initiative. We were able to show what people who
had received grants had done. Grant recipients make final reports at the end
of the period of their funding. We were able to show there was a long-term
effect in subsequent publications and the career development of researchers
who had been employed with the grants and we were able to think about
some metrics as to how you would measure the impact of that research. |
think exercises such as this are very important.*®

10 The Forum for European-Australian Science and Technology Cooperation, Submission 3, p.1

= Ms Leanne Harvey, Department of Education, Science and Training, Committee Hansard,

4 May 2006, p.31
12 NTEU, Submission 4, pp.4, 6-7; AVCC, Submission 5, p.2

13 Professor Stuart Macintyre, Committee Hansard, 4 May 2006, p.4
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2.33 The Opposition accepts that the ARC should play an important role in
assessing, guiding, leading and raising questions about the efficacy of research.**
Opposition Senators believe the ARC should retain its power to initiate inquiries
should it need to, and the body best suited to carry out this function is the ARC Board
and not the CEO.

College of Expertsand Designated Committees

2.34  The Minister has also stated her intention to appoint an Advisory Committee,
with a view to providing the CEO with strategic advice about the ARC's operations.
The best mechanism by which to provide strategic guidance and oversight to the CEO
Isthe current Board and by all accounts, the Board serves this purpose well.

Conclusion

235 The Opposition does not support the mgority of changes to the ARC's
governance provisions outlined in this bill. There is no evidence to support the
Minister's claim that the changes will remove the potential for confusion between the
Board and the CEO under the current structure. The bill will remove one layer of the
current process for making recommendations on research grants — the Board — without
clarifying the roles of the College of Experts, the CEO and the Minister. There is
nothing in the bill that removes the potential for conflict referred to in the Minister's
second reading speech.

2.36  Opposition senators have grave concerns that abolition of the Board will
enable the Minister to exercise more power under the proposed new governance
arrangements. The bill provides no guarantees that the CEO will remain fully
independent from the Minister, and there is no guidance on ministerial appointments
to designated committees. These are serious deficiencies with the bill.

2.37 It remains unclear how the bill will enhance research quality, excellence in
performance and increased accountability to the ARC. Most of the evidence tendered
during this inquiry, with the exception of submissions made by the Department,
voiced concern that the foreshadowed changes put at risk not only the ARC's
independence and accountability but also Australia's international reputation.

2.38 However, the Opposition has agreed not to oppose the bill's passage through
the Parliament. To do so would put at risk additional appropriations amounting to
$572 million arising from the indexation of existing ARC grant funding. The
Opposition believesit is unacceptable for the Government to make additional research
funding conditional upon changes to the ARC's governance arrangements, especially
when they create the possibility of ministerial interference in internal decision-
making. The Opposition agrees with the point made by the Executive Director of
FASTS, Mr Bradley Smith, that the bill in its current form is deficient because it does

" ibid.
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not make a clear distinction between the ARC's operational requirements and the
policy parameters of Government.*

Recommendation

Opposition Senators recommend that this bill be supported, but that
amendments be moved to restrict the Minister's ability to interfere in the
operations of the ARC and to protect the integrity and independence of the
ARC'sresearch assessment processes.

Senator Gavin Marshall
Deputy Chair

> Mr Bradley Smith, FASTS, Committee Hansard, 4 May 2006, p.17





