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Thematic Session on Financing of Higher Education
The BFUG thematic session on financing of higher education (HE) was chaired by Mr. Radu Mircea Damian (Romania). The Chair introduced the agenda and the topic of the session identifying the starting points within the Bucharest Communiqué as well as the priorities set for the EHEA in the period 2012-2015, which addressed the topic directly or were linked with it. The Europe 2020 strategy was brought to the BFUG’s attention as an initiative, which had priorities analogous with those of the EHEA.
A general overview of the sources of HE funding was made which touched upon the state funding and other income sources including tuition fees, income generated by research contracts and provision of services, philanthropic and the European funding. The presentation also reflected upon the relation between funding and quality assurance (QA). The EC study on the efficiency and effectiveness of public spending on HE
 was referred to, in particular, two findings were emphasised: a) the efficiency of HE is conditional upon quality secondary education and good organisation of HE and b) there is a link between labour and total factor productivity and spending in HE – the link is only effective when spending is efficient. 
Finally, the Chair turned to the great variety of HE system funding models in the EHEA including the funding of private provision of HE. It was emphasised that in some private HEIs per student spending is lower than in public universities. Thus, there is a need to clarify whether it has anything to do with the efficiency and effectiveness of the two types of HE provision. Moreover, the main categories of financial support to students were also covered. 

Concluding, the Chair noted, though very sensitive, the funding issue is central to further HE goals in the EHEA countries. Thus, there is a need for the Ministers to decide whether it will be a priority for the 2015-2018 period. In addition, since the HE funding is a transversal issue in a sense that it requires the collaboration of Ministers of education, public finances, labour, etc., it would be of utmost importance for the future of the Bologna Process (BP) if these Ministers join their support towards HE.
For more details, please refer to the PowerPoint presentation below:
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In the discussion that followed, several comments and remarks were made:
· Providing HEIs with the information/examples of good practice on the alternative sources of funding could greatly assist them in their efforts to attract this kind of funds. 
· In the performance-based funding model, the funds are allocated to HEIs paramount to their quality indicators. To ensure the fair distribution of funds, the indicators should be relevant for all the HEIs concerned.

· Bureaucracy was conceived as one of the main challenges of QA. 

· In Germany, the tendency has been to have performance-based and competitive funding in the recent years. 

· To regain the Ministers support for the issue, they should be convinced that the BP would contribute to the economic growth/budgets of their countries. 

· A question was raised whether there is an optimal percentage of funding to be allocated to HEIs through performance-based indicators.
· Nowadays the HEIs work in the collaborative competition – competition for funds, students, quality, prestige, etc.
· There are some data on per student spending at the European level. However, it would be challenging, even impossible, to calculate a nominal per student cost at this level.
· When stating that the provision of private education is a service
, the claim that there is a public responsibility for education should be kept in mind.
The interim results of the European Commission study on the impact of different modes of cost-sharing
Ms. Margaret Waters (EC) noted that with the expansion of HE such concerns as what could be the sources of funding, and how to ensure effectiveness and efficiency of HE became more prominent. The BFUG was advised that there had not been yet very much evidence on impact of different models of cost-sharing in HE. As for the performance-based funding, in EU countries peer learning had been carried out as part of EU initiative to support mutual learning and cooperation among the member states. 
The Commission study on the impact of different modes of cost-sharing was initiated in 2013 and will be published in June 2014. The study, which has been led by a transatlantic team, focused on nine countries (seven EU and two non-EU) with the aim to test a number of hypotheses concerning the impact of cost-sharing, particularly in the form of tuition fees, on institutions and students. The countries involved were divided into continuity and discontinuity groups with the first group of countries having demonstrated a comparatively stable tuition fee policy pattern and the second group – a changing one.

The study analysed available national and international data of the period 1995-2011. However, since some data proved to be missing and non-comparable, interviews were also made use of. Hence it is not a purely quantitative study; rather it has elements of a qualitative study.
Eight general findings have emerged with a half concerning the impact of tuition fees on institutions and a second half concerning their impact on students. For the list of findings and other details on the study, please refer to the PowerPoint presentation below: 
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A number of remarks followed:
· The study has not observed a particular pattern if the introduction of fees affected negatively on public spending on HE. For some cases, the budgets of HEIs even increased since private contributions were add-ons to the existing funding models.
· It was explained that the study did not aim to find a right balance between public and private funding in terms of the impact on quality of HE. The issue should be tackled in connection with other factors and in a specific country context. 
· In Hungary, the introduction of tuition fees was accompanied by the reduction of public support resulting in a decrease in HEIs budgets. However, there was a large increase in funding private HEIs through tuition fees, yet this did not lead to improved quality.
· U-Multirank could help to reflect upon the issue whether the resources are efficiently used at institutional level. 

· The EC study found that there are a number of factors that could prevent HEIs’ from responding directly to the tuition fees through providing a number of different courses and other services. One of the factors of HEIs’ unwillingness to change is the concern for their research reputation. Another reason could be the government steering.
· More research is needed to gauge the impact of tuition fees on underrepresented student groups and society in general. However, comparable data should be collected to enable this.
Case presentations of the reforms on financing models of HE: challenges, achievements, and national particularities
The case of Ireland
Mr. Christy Mannion (Ireland) presented an overview of the Irish HE system. The BFUG was advised that in Ireland the Department of Education and Skills is responsible for public policy, whereas Higher Education Authority (HEA) acts as an intermediary funding agency that receives funding from the state budget and allocates it to HEIs (7 Universities and 14 Institutes of Technology). The state funding accounts for 60% of the total funding of HE, with the remaining 40% coming from tuition fees, philanthropic contributions, delivery of business courses, etc. 
For many years the formula-based allocation model has been in place, which is based on student numbers with different weightings for disciplines and cycles. HEIs have autonomy in internal allocation of funds. Yet National Strategy for Higher Education to 2030 published in 2011 recommended a new relationship between the State and HEIs based on enhanced accountability and a greater focus on performance. The drivers behind this were, amongst others, demographic changes, a concern for quality, macroeconomic and funding pressures, and requirement for more integrated responses to  key national objectives. Thus, 2014-2016 performance framework has been established based on the national priorities and 7 key system objectives agreed by the Government. This framework sets the basis for dialogue between the HEA and HEIs, with each HEI expected to demonstrate how it would contribute to the achievement of national objectives. In March-April 2014 performance agreements were signed between the HEA and each HEI. 
In 2015 performance funding element will be introduced amounting up to 10% of the state core funding.
For more details, including the key system objectives and their indicators, please refer to the PowerPoint document below:


[image: image3.emf]Funding presentation  3.pptx


The discussion that followed is summarised below:
· In Ireland, the system evaluation will take place each year to show how HEIs aligned themselves with the national priorities and the indicators of the system objectives. The percentage of performance-based funding will be allocated on the basis of performance against the agreed indicators.
· To the inquiry whether the indicators would be the same for all HEIs in the country, it was explained that the individual contracts with HEIs as well as the periodic evaluation reports would help to reveal the strength and weaknesses of each institution. HEIs would be encouraged to concentrate on the areas they proved to be more successful in.  
· In Ireland, the issue of dropout is addressed not only through the performance-based funding model but also through the Irish National Access Plan and other measures.
· It would be challenging to evaluate HEIs performance against the indicators since in the field of education, the measures taken may not have detectable impact in the short run.
· It was highlighted that when designing reforms each HE system should be mindful of the four main purposes of education
.
The case of Croatia
Ms. Ana Tecilazić Goršić (Croatia) briefly introduced the Croatian HE system highlighting that there are three types of HEIs, i.e. universities, polytechnics, and colleges both private and public. Public HEIs account for 92% of the total student population. They receive 75% of the budget from the state, 1% from local communities and 24% from private sources that include tuition fees, business partnerships, etc.
In 2012 the tree-year pilot funding agreement (PFA) was launched. PFA was not obligatory yet all the HEIs agreed to sign it in order to be considered for performance-based funding. PFAs are based on a set of strategic objectives. As a result of a series of consultations between the Ministry, HEIs, and students, a list of strategic objectives was created to include 5 general objectives and 10 specific ones. The model of strategic objectives has been established and upon a suggestion from the World Bank experts, it allows each university to choose 3 general and one specific objective and the polytechnics and colleges depending on their size to choose either 3 general and one specific objectives, or 2 general and two specific or 2 general and one specific objectives.  Moreover, the HEIs are allowed to set their own performance indicators. However, this practice poses challenges to the monitoring of PFAs in terms of incomparability of the performance indicators. 
With the introduction of PFA, at present 90% of public funding is input based; whereas 9% allocated for tuition fee subsidies is input and output based and 1% is entirely output based. But until 2012 exclusively input-based funding model for public HEIs was in place, and HE lacked a national strategy and a long term institutional strategic planning. Neither was a data collection exercise established at the system level. The resources were not used efficiently at the institutional level. Furthermore, the policy for tuition fees was unstable. However, a number of measures, including the introduction of PFAs, have been taken to overcome the shortcomings of the system. 
For the list of strategic objectives as well as other on-going reforms in the system, please refer to the PowerPoint document below:
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Several important reflections on financing of HE followed: 
· Funding along with the strategic planning is a key to the sustainability of HEIs. A continuous dialogue between the Ministries and HEIs would enhance it as well. 
· Not only the amount of funding is what matters, but also the HEIs’ capability to allocate it efficiently and flexibly.

· An ideal system would have such a mixture of tuition fees and student support schemes where no student would be left out from HE for financial reasons.  
· The discussion of the issue of HE financing cannot be detached from that of public responsibility for HE. Indeed, the public funding needs to be supplemented from other sources; yet this should not serve as an excuse for the public authorities to disengage from providing public funding for HE. What is more, funding from non-public sources should take place within a framework established by public authorities. 
· A more holistic approach should be taken towards this issue. Public financing could serve as a strategic weapon for public authorities to set forward-looking priorities and encourage HE to fulfil some societal concerns. 
The fact that a thematic session was organised on the topic is an indication that it is a priority for the EHEA in this period. The session enabled a dialogue on HE financing to take place among the BFUG. However, the EHEA countries need to decide whether this issue would still be a priority for the future and how they, as the EHEA, can address it.
The Chair of the session thanked the participants for active contributions and concluded by pointing out the key concepts that emerged during the session.
� Study of the efficiency and effectiveness of public spending on tertiary education, M.St.Aubyn, A.Pina, F.Garcia and J.Pais. European Economy, Economic Papers 390, Nov.2009.





� EC DG Internal Market and Services. Cross-border higher education services – Background Note, Expert Group on the Implementation of the Services Directive (25 March 2014).





� Recommendation CM/Rec(2007)6 on the public responsibility for higher education and research.  
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The impact of different models of cost-sharing:

Emerging findings 

Margie Waters

European Commission
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Context

With expansion of higher education, two frequent questions:

Where should the money come from? What is the right balance between public and private investment?

How can we ensure spending on institutions (and student support) is effective and efficient?

EU supports governments through: a) evidence, b) creating space for cooperation and mutual learning and c) implementation with Erasmus+









Education 
and Culture



*







Date: in 12 pts



Where should the money come from?
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Spending on HEIs from public and private sources (All services, 2010)
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Studying the impact of cost-sharing

		Commission study: started in 2013 and now being finalised

		Lead by transatlantic team: DZHW (DE) and HESA (CA)

		Nine case studies: AT, UK-En, FI, DE, HU, PL, PT, CA, KO.

		Investigated impact, testing hypotheses:



Impact on institutions: asking if increased private contributions lead to increased institutional revenue and institutions being more responsive to student and labour market

Impact on students: asking if participation is lower / reduced in systems with tuition fees and if tuition fees lead (prospective) students to select courses with higher private returns
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'Discontinuity' and 'continuity' countries
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		 Level Decreased		 Stayed the same		 Level Increased

		Share of students paying fees INCREASED		 		 		England 1998
England 2006
Germany 2006/07
Austria 2001

		Share of students paying fees STAYED THE SAME		 		Finland		Portugal 2003
(England 2012)
Korea
Canada

		Share of students paying fees DECREASED		Poland
Austria 2009
Germany 2010-2013		 		Hungary
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Impact on institutions: findings

Introducing tuition fees usually makes the system better-off: increases total resources in institutions (not case when governments explicit about private money replacing public)

New fee-derived income is not always invested to improve the student experience: student-staff ratios have tended to worsen even with increased spending per student 

Universities’ behaviour is not necessarily affected by the availability of fee income: institutions do not just respond to fees: other sources of income and other priorities (like academic reputation)

Real responsiveness does not result from putting private funding into public university systems; it may come from permitting new institutions to evolve – examples of private sectors in PL, KO etc.
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Impact on students: findings

Except where change is exceptionally large, rises in fees have no detectable negative effect on aggregate demand, enrolment and participation (not case in EN in 2012)

Rises in tuition fees seemingly have no detectable effect on participation by socio-economic background, but do seem to have negative effects on older student populations

Student aid matters: limited effects of fees almost certainly explained by offsetting of costs by student assistance – even loan-only systems seem to have had considerable success in keeping higher education accessible.

Higher education data systems remain full of gaps: few countries produce useful data about issues like social composition, retention and success of students
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http://ec.europa.eu/education/library/index_en.htm
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BFUG Thematic Session
Financing of Higher Education

Current Developments in Ireland







Irish HE System





Ministry

Department of Education and Skills

Intermediary Funding Agency

Higher Education Authority

7 Universities

14 Institutes of Technology

Total of 39 publically funded institutions





Sources of Funding



















Main Sources of State Funding  2011 - 

Core grant (DES) - €718m

Competitive research grants (All) - €346m

Capital  (All) - €198m

Access Initiatives (DES) - €360m









HEI Funding

Sales	

Public	Private	60	40	



Allocation of core funding


Allocation of core funding to institutions is the responsibility of the Higher Education Authority

HEA Funding model in place since 2006 for Universities and 2009 for Institutes of Technology

Formula-based allocation model; based on student numbers with different weightings for disciplines and cycles

Funding allocated as a “block grant” to each HEI, internal allocation a matter for the institution

Model regarded as fair, simple, consistent and transparent but also lacking reward for performance









The main Drivers of Change in Irish Higher Education Policy

	Demographics 

	Macroeconomic and Funding Pressures

	A concern with quality

	Changes to the global environment for Higher 	Education

	Requirement for more integrated responses to 	key national agendas 

	Devising and implementing new ways of 	delivering quality public services under the Public 	Service Reform Plan
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The Irish Higher Education Sector in Recent Years  
Some Key Numbers

		State Funding –Grant & Fees to
IoTs, Universities & Designated Colleges		

		Year		        €m

		2009		€1,318

		2010		€1,194

		2011		€1,177

		2012		€1,118

		2013		€1,012

		2014		€938



		Student Numbers

IoTs, Universities, Other Colleges						

		 		Full-Time		Part-Time		Full & 
Part-Time

		2008/09		146,981		39,278		186,259

		2012/13		164,799		39,082		203,881

		      % Change		12.1%
F/T growing to 187,000 by 2020.   		-0.5%                               		9.5%



		 Staffing Numbers

IoTs, Universities, 
Other Colleges		

		Year		

		2008		18,934

		2012		17,140

		        % Difference		-11%







Context and background to reforms

National Strategy for Higher Education to 2030 published in 2011 recommended a new relationship between the State and HEIs based on enhanced accountability and a greater focus on performance.

Development of a performance framework for the sector articulating Government priorities, key system objectives and corresponding indicators and international benchmarks for the short to medium term.

A new “strategic dialogue” process between the HEA and HEIs cumulating in the agreement of performance contracts with each HEI. System objectives will inform institutional KPIs in performance compacts.  An element of core funding will be allocated on the basis of performance against agreed KPIs.

HEA to report back to the Minister on an annual basis on the                                     performance of the system.





Purpose of performance framework

To hold the system accountable for performance for the delivery of national priorities and monitor performance of the system as a whole

To articulate all the expectations on the system of different areas of government/agencies across the various dimensions of higher education activity

To increase the visibility of performance of the system to Government and the wider public

To contribute to system and policy development by highlighting structural and other deficits including data capacity

To allow HEIs to identify their strategic niche and mission and agree a performance compact aligned with funding with the Higher Education Authority
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How will we know we are achieving the right outcomes within higher education?


SYSTEM LEVEL



INSTITUTIONAL LEVEL
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Strategic Dialogue





Performance Compacts





Institutional KPIs





Performance Funding

























National Priorities







Key System Objectives





High Level System Indicators





Monitoring Indicators





Annual System Report



























Performance Framework 2014-2016

7 Key System Objectives







Key System Objective 1

Skills and Engagement

		No.		High level indicator		Sub-indicators

		1.1		Progress towards National Reform Plan EU2020 target of 60% tertiary attainment rate for 30-34 year olds by 2020		Annual direct/late entry participation rate


		1.2		Employer satisfaction rates with graduates		National level rates
Regional level rates

		1.3		Employer satisfaction rates with HEI collaboration with enterprise 		National level rates
Regional level rates

		1.4		Trends in graduate employment rates		Employment rates for undergraduates and postgraduates

		1.5		Graduate outflow from STEM Disciplines – progress against ICT Action Plan target of doubling graduate outflow by 2018		Sub targets from ICT Action Plan
CAO acceptances and applications
Graduates from MST/STEM

		1.6		Profile of graduate outflow by discipline		Number and % of graduates by level and discipline







System Objective 2

Access and Transition

		No.		High Level Indicators		Sub-indicators

		2.1		Progress towards target entry rates in 2013 National Access Plan		Target entry routes for socio-economic groups
And for other under-represented groups

		2.2		Changes in numbers and proportions of entrants from non-traditional routes		Numbers and proportions entering from FE Sector and through RPL

		2.3		Increased numbers of part-time options and flexible learning options in HEIs		Number of students on part-time or flexible/springboard  programmes


		2.4		Higher education persistence and completion rates for under-represented groups		Progression from 1st year and completion rates for socio-economic and under-represented groups







Key system objective 3

Quality Student Experience Indicators

		No.		High Level Indicators		Sub-indicators

		3.1		Quality Assurances procedures in line with international best practice		Internal QA
External QA

		3.2		Student Engagement and satisfaction scores		Student engagement and satisfaction scores national and regional levels

		3.3		Trend in progression rates from 1st year into 2nd year		Progression rates national, sectors, HEI, discipline and level of programme

		3.4		Progress against commitment to reduce number of level 8 programmes and broaden entry routes		Number of CAO programmes national, sectors, HEI

		3.5		Student-staff ratio		System/sector







System objective 4 
 
Research and Innovation Indicators

		No.		High Level Indicator		Sub-indicators

		4.1		Growth in HERD
		HERD private:public ratio

		4.2		Increase in proportion of HE research income from non-exchequer investment 		Enterprise
EU
Philanthropic

		4.3		Maintain National Citation Ranking 		Number of publications and % share of world output

		4.4		Increased collaborations with enterprise		No. of active collaborations
PhD placements

		4.5		Increase in commercialisation activity		Number of HEI spinouts 
Number of licensing agreements

		4.6		Proportion of PhDs on structured PhD programmes		Enrolments 
Graduates

		4.7		Activity aligned with priority areas		Proportion of GBOARD
PhD Numbers








System objective 5

Internationalisation Indicators

		No.		High Level indicator		Sub-indicators

		5.1		Level of alignment of higher education international activity with the national Trade, Tourism and Investment strategy		No. of graduates with languages in priority markets
HEI support to companies exporting to new markets
Evidence of alumni/diaspora links in priority markets
No. of students from priority markets


		5.2		Proportion of overall student body of international students – progress towards 15% national target (subject to international education strategy review) in system overall		No. of enrolments of international students

		5.3		Increased level of mobility and international experience of students, researchers and staff		Number of outgoing Erasmus students 
No. of Marie Curie researchers
No. of international and internationally experienced staff in HE System

		5.4		Extent and trend of transnational activity		No. of branch campuses/articulation agreements/joint awards/international online programmes
No. of student exchange – outward and inward







System objective 6

Landscape Reform and Diversity indicators

		No.		High Level Indicator 		Sub-indicators

		6.1		Coverage of higher education programmes by level in regional clusters		Coverage of level 6/7 /8 programmes within regional clusters by HEI/Sector

		6.2		Number of collaborative programmes between HEIs and common modules between programmes		Numbers of postgraduate collaborative programmes and students 
Numbers of undergraduate collaborative programmes and students
Number of common modules between programmes

		6.3		Level of HEI research collaboration		Number of co-publications
Number of research funding awards

		6.4		Proportion of student population in private HEIS		Enrolments in private colleges


		6.5		Progress against agreed milestones and timeframe of implementation of landscape process		Technological university designation process
Regional cluster development process







System objective 7

Public Sector Reform Indicators

		No.		High Level Indicators		Sub-indicators

		7.1		Level of efficiency gained and savings achieved through implementation of reform initiatives in line with Government policy
 		Savings achieved through:

Shared services
External service delivery models
Property management
Centralised procurement

		7.2		Level of utilisation of HEI facilities		

		7.3		Relative unit costs		HEI/Sector/Graduate







Institutional Performance Compacts

National priorities and key system objectives for 2014-2016 period agreed by Government in May 2013. This were developed by the Ministry in consultation with the HEA. There was not a consultative process with HEIs.

The framework set the basis for dialogue between the HEA and HEIs, with each HEI required to demonstrate how it would contribute to the achievement of national objectives. 

Ongoing dialogue for 9 months, leading to the agreement of performance contracts between the HEA and each HEI in March/April 2014.

2014 pilot year, 3 year rolling period
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Performance Funding

Performance funding element will be introduced in 2015

Up to 10% of core funding will be performance related

90% will continue to be allocated on the basis of current allocation model 



System design to be finalised

Should the performance related funding be used to incentivise or penalise institutions?

What are other countries experiences with performance funding
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Higher Education Funding model - Example of Croatia

Ana Tecilazić Goršić

Head of Sector for Development of Higher Education

Ministry of Science, Education and Sports

Republic of Croatia





BFUG, Athens, April 2014
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Overview

		Short introduction to the Croatian HE system;

		Setting the context for the launch of PFA;

		Introduction of pilot funding agreements (PFA);

		First outcomes and lessons learnt.







*

*









Croatia (2012)

		A small country - 4,3 million

		GDP per capita - 10,3 thousand EUR  (EU27 – 25,1 thousand EUR)

		Employment rate (20-64) – 55,3% (EU 68,5%)

		Unemployment rate (15+) -18,1% (EU 11%)

		23,7% of 30-34 year-olds completing tertiary education (40% - EU target)

















*



*









UNIVERSITIES: 7 public and 3 private



*





*



*









POLYTECHNICS: 11 public and 4 private

COLLEGES: 3 public  and 26 private 

*





*

*









*

Students: cronological progression

92% students is studying at the public HEIs (2012/2013)

		2003		2005		2007		2009		2011		2012

		Students
enrolled		126.322		136.646		143.410		149.853		152.857		160.180

		Graduates		15.762		18.190		20.969		30.156		36.448		36.964
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Sources of funding of public HEIs 

Source: EUROSTAT 2011



* competitive projects, business partnerships, tuition fees for various categhories

		State budget for HE		379.472.667 €		75%

		Local communities		6.445.333 €		1%

		Private sources*		119.603 €		24%
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Setting the context to lounch PFA (2012)

		No national HE Strategy

		No long term institutional strategic planning

		Traditionally input based funding (yearly basis)

		Decentralised management of funds

		No efficiency in using HE funding

		No systemic, coherent collection of data

		Unstable tuition fees policy





	There was no strategic, stable, longterm, evidence based, centrally managed, performance based funding.



*

*









No national HE Strategy  BUT!:

		Political will from the Ministry and the HEIs

		Agreement on list of strategic objectives

		Agreement on model of strategic objectives:

		General strategic objectives (list of 5)

		Specific strategic objectives (list of 10)

		Universities: 3 (general) + 1 (specific) 

		Polytechnics and colleges: 3+1; 2+2; 2+1 





*

*









	List of general strategic objectives (A list):



		Shortening the time for graduation;

		Increasing the number of graduates in technical, biomedical, biotechnical and natural sciences (STEM) ;

		Increasing % of participation of students from underrepresented groups in the total number of enrolled and graduated students;

		Facilitating access to studies for 25+ students; 

		Describe study programmes in terms of LOs, and allocate ECTS on the basis of students’ workload needed to achieve intended LOs.





*

*









No long term institutional strategic planning 

AND THUS!:



		Agreement to sign 3 year PFA (12/13 – 15/16);

		Extend subsidies for tuition fees to multiple years;

		Allow financial security;

		Build trust of students. 





*

*









Traditionally input based funding THAT

...is challenged with introduction of performance (output) based funding!

Up to 

2012

PFA

2012

		STAFF COSTS		81%		Input based (no. FTE)

		RUNNING COSTS		11,8%		Input based (hystorical allocation)

		TUITION FEES		7,2%		Input based (No of 1st year students)



		BASIC FUNDING
		90%		Input based (no. FTE & hystorical allocation)

		TUITION FEES
(performance)		9%		Input + output based (No of 1st year students & 55ECTS+)

		BONUS
(project based)		1%		Output based (result oriented)





































*

*









Decentralised management of funds 

... is no longer the only way of financing HEIs BUT!:



		PFA allow to HEIs to incorporate their strategic planning with a system of performance based financing by defining goals, results and indicators and by centrally managing the whole process.

		University Senate decides on the use of funds (strategic objectives, elegible activities and costs) 

		Rectorate provides administrative support (publish calls for proposals, manages applications) 





	This is an important step towards integration of universities and ultimately towards increase of efficiency of public funding! 



*

*









	Lack of systemic, coherent collection of data was a serious obstacle towards EBPM, and THEREFORE!:



		Legislation changed (data at the national level);

		Indicators for monitoring achievement of results have been jointly agreed;

		Annual reporting (indicators, students).





*

*









	There was no stable tuition fees policy, and THEREFORE!:



		It was urgent to introduce one;

		Policy objective: increase access to HE;

		Agreement was reached:

		Subsides for all 1st year students (1st and 2nd cycle)

		Subsidies for all “sucessfull” students ( 55 ECTS+)

		Increase of HE budget to implement the policy measure

		Equal and stable studying conditions for all students;

		Introduction of performance based funding element.





*

*











		Introduction of stable system of subsidies for regular studies expenditures - three year contract;

		Multi year planning and stability for this part of budget;

		Inclusion of developmental goals and indicators to measure their achievement;

		Setting the ground to introduce a comprehensive system of funding agreements in a later stage.



To summ it up: 



*

*









		The system has to be designed in a collaborative and trusting process – partnership builds trust; 

		Too many goals and indicators can water down progress monitoring – define priorities;

		Piloting funding agreements on a portion of budget may allow capacity building – be well prepared;

		Analysis of the outcomes and lessons learned – use it; 

		Incorporate strategic planning with performance based financing by defining objectives, results and indicators



Lessons learned 



*

*











Thank you for your attention

Ana



*
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Bucharest Communique:

“We confirm our commitment to maintaining public responsibility for higher education and acknowledge the need to open a dialogue on funding and governance  of higher education. 

We recognise the importance of further developing appropriate 

funding instruments to pursue our common goals.

Furthermore, we stress the importance of developing more efficient governance and managerial structures at higher education institutions. We commit to supporting the engagement of students and staff in governance structures at all levels and reiterate our commitment to autonomous and accountable higher education institutions that embrace academic freedom. “ …. “financial support to students is essential in ensuring equal access and mobility opportunities.”

“Sufficient We reiterate our commitment to full portability of national grants and loans across the EHEA and call on the European Union to underpin this endeavour through its policies.
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Priorities for EHEA (1):

		 Investing in higher education for the future 



(secure the highest possible level of public funding for higher education and draw on other appropriate sources, as an investment in the future and a  principal way to reduce youth unemployment). 

		Further work to strengthen the EHEA



(more coherence between policies, especially in completing the transition to the three cycle system, the use of ECTS credits, the issuing of Diploma Supplements, the enhancement of quality assurance and the implementation of qualifications frameworks, including the definition and evaluation of learning outcomes). 

		









Priorities for EHEA (2):

		Providing quality higher education for all 

		Widening overall access to quality higher education



(raising completion rates, developing the social dimension of higher education, reducing inequalities and providing adequate student support services, counseling and guidance, flexible learning paths and alternative access routes, including recognition of prior learning)

		Quality assurance 



(maintain the public responsibility for quality assurance and actively involve a wide range of stakeholders in this development)

		Open a dialogue on funding and governance of higher education 
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Priorities for EHEA (3):

		Enhancing  graduates’ employability and personal and professional development 

		transversal, multidisciplinary and innovation skills and competences with up-to-date subject-specific knowledge;

		cooperation between employers, students and higher education institutions, especially in the development of study programs; 

		role of higher education institutions in providing lifelong learning, transferring knowledge and strengthening regional development. 

		Ensure a stronger link between research, teaching and learning at all levels 



(diversity of doctoral programs, high quality for second cycle, more progress in developing qualifications frameworks)
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Priorities for EHEA (4):

		Strengthening mobility for better learning 



(learning mobility, full portability of national grants and loans across the EHEA,  academic and professional recognition, including recognition of non-formal and informal learning, more open higher education systems and a better balanced mobility in the EHEA, joint programs and degrees as part of a wider EHEA approach)

		Improvement of data collection and transparency to underpin political goals

		more targeted data collection and referencing against common indicators, particularly on employability, the social dimension, lifelong learning, internationalization, portability of grants/loans, and student and staff mobility; 

		improvement of transparency tools in order to make the data more user-driven and to ground them on empirical evidence
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Europa 2020 strategy:

		Increasing attainment levels (40 % of young people should complete higher education studies by 2020, focus on disadvantaged groups and adults)

		Improving the quality and relevance of higher education

		Promoting mobility and cross-border cooperation (the number of students completing a period of study or training abroad must double by 2020) 

		Linking higher education, research and business (strong partnerships between higher education institutions and business)

		Improving governance and funding (increase investment in higher education and diversify funding sources)



Conclusion: in the EHEA we have the same goals!
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Sources of official data:

		Designing strategies for efficient funding of higher education in Europe, Define interim report, december 2013, EUA

		EUA - Financial sustainability, Introduction words

		Funding higher education: a view across europe, ESMU, 2010

		Financially Sustainable Universities II - European universities diversifying income streams, EUA, 2011

		University autonomy in Europe I - Exploratory study, EUA, 2009

		Key Data on Education in Europe 2012, Eurydice





Comments: however, still missing comprehensive and comparable data!
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Financing Higher Education:

		State Budget (public sources) - 50% and 90% of the universities’ income structures



In 2012, 13 countries had lower public funding available to higher education institutions than in 2008 (taking inflation into account	

		effect on universities’ long-term financial sustainability

		Other income sources (private sources):

		Tuition fees 



(there are two groups of countries, depending of the tuition fees percentage of the universities’ income: around 5% or less in the Nordic, Austria, Belgium, the Czech Republic, France and Germany or around 10% or more in Hungary, Ireland, Italy, the Netherlands, Latvia, Poland, Slovakia and Spain, as well as the United Kingdom)

		Income generated by research contracts and provision of services (such as renting of facilities, catering services, consultancy, etc.)

		Philanthropic funding 

		European funding (projects)
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Annual public expenditure on tertiary education as a % of GDP, 2008:































The European Higher Education Area in 2012: Bologna Process Implementation Report, 

EACEA; Eurydice; Eurostat; Eurostudent, 2012
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Annual public expenditure on tertiary educational institutions per full-time equivalent student in Euros PPS relative to the GDP per inhabitant in Euros PPS, 2008:































The European Higher Education Area in 2012: Bologna Process Implementation Report, 

EACEA; Eurydice; Eurostat; Eurostudent, 2012
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Funding and Quality Assurance:

Is there a connection ? (1)



The Challenge of Establishing “World Class Universities” (World Bank publication, 2009):



“-  high concentration of talent (faculty and staff)

		  abundant resources

		 favorable governance”





Jamil Salmi, education economist 

coordinator of the World Bank's network of tertiary education professionals





Observation:  a World Class University is in general equated to a Research University! There are examples  which show this is not always true – there are “World Class” teaching universities!
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Funding and Quality Assurance:

Is there a connection ? (2)

Common Questions:



Are all universities “world class”?



Should (or could?) all universities become “world class”?
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Efficiency and effectiveness of HE:

How much is spent?  How it is spent?  (1)

“Study of the efficiency and effectiveness of public spending on tertiary education”, M.St.Aubyn, A.Pina, F.Garcia and J.Pais (European Economy, Economic Papers 390, Nov.2009) includes data up to 2005, public and private funding

Comprehensive analysis  … but

Some contradictory, incomplete and difficult to interpret data
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Efficiency of HE (2)

(a “score-type” analysis (using 2 methods))



Conclusion: “countries with secondary education of good quality and where tertiary education is organised along certain lines (in terms of staff policy autonomy and flexibility, of independent public evaluation of institutions, and of output oriented funding rules) tend to obtain better results in education and research from the resources used”
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Effectiveness of HE (3)

“Effectiveness of tertiary education is the relation between this activity and final goals rather that closely related outputs. As a matter of facts, tertiary education is one of the driving forces of growth. … we show there is a link between labour and total factor productivity and spending in education. However, this link is only effective when spending is efficient.”











		



Thematic Session on Financing Higher Education, BFUG Meeting, Athens, April 10, 2014

Introduction: Financing of Higher Education in the EHEA

Prof. Radu Mircea DAMIAN, ARACIS, ROMANIA







Funding systems (1):

		Form of public funding allocation: 

		block-grant budget 

		line-item budget

		Models of public funding distribution : 

		Formula based funding model  (through input and output-based models)

		targeted/earmarked funding for specific purposes (on a competitive basis or directly to institutions - non-competitive)



(often corresponding to the direct funding of specific projects that match the authorities’ priorities)

		Performance-based funding (on a competitive basis or directly to institutions - non-competitive)
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Funding systems (2):

Comments: Most European countries have a mix of different allocation modalities and there is a great diversity between countries!

(trend towards public funding being at least partly determined on the basis of funding formulas, which include input-related parameters, but also increasingly performance-based criteria => even formula-based block grants are the main way of delivering public funding, negotiated block grants remain also the most important mechanism for some  countries). 
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Funding systems (3):

		Dimension of the financial autonomy (linked with public responsibility and universities’ financial capacity level to control fully and allocate their budget internally) related to accountability

		Models of funding:  performance-based funding, output-based funding, performance indicators, funding for specific purposes allocated on a competitive basis – in some countries applied also for private institutions
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Funding private education in the EHEA (1)

		Private institutions emerged after 1990 mostly in CEE Countries - Large share of total number of students – up to 30% (?)

		 Missing comparable data on funding!



 Source: http://www.uis.unesco.org/Education/Documents/oecd-eag-2012-en.pdf



		 Quality Assurance Problems Identified
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Funding private education in the EHEA (2)

EC Member States:

Source: EC: DG Internal Market and Services; Cross-border higher education services – Background Note, Expert Group on the Implementation of the Services Directive (25 March 2014)



 Private Education is a Service. ECJ case-law: education financed, essentially, out of public funds is not a service, while education financed essentially out of  private funds is, whether the establishments offering courses are profit-making or not and irrespective of whether the financing is provided principally by the pupils or their parents.
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Funding private education in the EHEA (3)

EC Member States:

Source: EC: DG Internal Market and Services; Cross-border higher education services – Background Note, Expert Group on the Implementation of the Services Directive (25 March 2014)

(continuation)  By consequence, internal market rules apply to provision of private education: free movement of the providers, the services and the students; private education services are covered by the Services Directive, IMI can be used for administrative cooperation in respect of education providers

EU has supporting competence on the content of education. Member States are competent to decide on the content and organisation of their education system but EU encourages mobility of students and promotes cooperation between educational establishments – Article 165 TFEU.
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Financing the students:

(financial support system for students and/or their parents are generally underpinned by social principles, including the equality of educational opportunity for all, the widening of access to tertiary education, students’ financial independence) 

The main categories of financial support:

		financial support to students to cover the cost of living 



	(loans and/or grants)

		financial support for the payment of administrative fees and contributions to tuition costs



	(loans and/or grants, exemptions and/or reductions)

		financial assistance to the parents of students in tertiary education  	(family allowances and/or tax relief)





Source: Key Data on Education in Europe 2012, Eurydice
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Public financial support for full-time students 

(in a first tertiary qualification programme (ISCED 5) in the public and/or government-dependent private institutions, 2010/11)























Source: Key Data on Education in Europe 2012, Eurydice
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Some Conclusions and Topics for Discussion:

		Common goals but diversity of means and procedures

		Better Quality of Education but also … diversity related to funding

		Increased mobility …. but also Est – West mobility of students is dominant in the EHEA

		Free movement of persons in the EU, better employability but also … “brain drain” (common factor also for many of the ‘newer’ European Union member states)



		EU proposals to counter side effects: 	

Better understanding and data of the labour market

	  Special funding schemes: 

		Doctoral programs

		University research

		Increased cooperation with employers etc.
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More references (proposed readings, not exhaustive):

- Reccommendations of the Parliamentary Assembly of the Council of Europe

		 Council of Europe Higher education series

		 ENQA Workshops reports 
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Funding/financing of HE: 

“Priority” for 2015 – 2018?

"You'll Never Walk Alone" is a show tune from the 1945 Rodgers and Hammerstein musical Carousel.



Could we  involve more deeply

 the ministers of public finances and 

private funding

in supporting the Bologna Process?



Thank you!
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education spending is lower (core education spending is the part of total expenditure that remains
after subtracting expenditure on ancillary services and R&D). Core education spending also includes
support given to students, which will be shown in detail in Figure 4.20. The share of this support has
an influence on the level of overall expenditure; for example, support given to students is a
considerable proportion of public expenditure on education in both Denmark and Norway.

Figure 1.6: Annual public expenditure on tertiary education as a % of GDP, 2008
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Total 241 205 189 186 182 152 149 149 148 137 132 129 125 122 121 118

Ancillary services 0.0 0.01 001 000 000 001 011 002 000 004 002 000

R&D 074 041 052 014 062 044 040 052 022 038 033 063 040 036 017 006
RO EE ES PL MT LT HU LV PT HR CZ TR BG UK I SK

Total 112 111 107 104 104 103 102 100 095 094 093 091 085 084 084 078

Ancillary services  0.00 000 000 000 000 004 008 001 019 000 002 004

R&D 011 045 027 016 017 027 019 020 044 006 018 002 039 034 011

Notes:  Russia: 2009; Romania: 2007; Turkey: 2006; Greece: 2005.
Source:  Eurostat (UOE data collection).
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However, these data have to be interpreted with caution. The information indicates a positive

relationship between the expenditure per student ratio and a country's wealth (measured as GDP per

capita). One way of controlling for such differences in wealth is to look at the expenditure per student E

ratio relative to the GDP per capita (both in PPS Euros). As Figure 1.9 reveals, while the picture does
not change for some countries (for example, Sweden still appears to be spending the most per FTE
student), a few low-GDP countries (e.g. Croatia and Bulgaria) make a more substantial financial effort
in comparison to their wealth than other countries with a higher GDP per capita.

Figure 1.9: Annual public expenditure on tertiary educational institutions per full-time equivalent student in Euros
PPS relative to the GDP per inhabitant in Euros PPS, 2008

SE [0 HR BG UK DK FR DE BE oY N FI ES AT
502 487 455 437 436 433 416 411 407 405 402 402 40 394
PT ] HU PL cz 5 NO [3 sI [ SK Is EE EL
375 %1 338 33 321 313 308 285 284 281 2 262 257 248
Notes:  Ireland: 2007; Hungary: 2006; Greece: 2005.
Source: Eurostat

Nevertheless, these indicators only show a static comparison between countries for the year 2008. In
order to get a more comprehensive picture on public expenditure on tertiary education, we should also
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