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Introduction

The EUA Public Funding Observatory was launched in 2
with the aim to monitor the impact of the financial crisis
on higher education in different countries across Europe.
Since then, EUA has been collecting quantitative and
gualitative data on public funding received by European
higher education institutions, anahalysingoth long

term trends and recent changes.

©

The funding data and other relevafigures are made
available to EUA by its collective members, the national
NBE Ou 2 NR Q vihasystigpdtthas Ocemiavaluable.

Processed andnalysedn view ofevolving student @ - -
numbers, as well as the overall economic context adjusted

to inflation and GDP growth, this data provicsesne
empirical evidence on public funding trajectories in the @

i

L _______J
—

field of higher educatioim Europe.
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Sructure of the report

The EUA Public Funding Observai®iD) consists othe present

report and an online tool providing access to théull dataseton

public funding to universitiem Europe. The data can be consulted by
country and by year of funding. The period of study sgams 2008

to 2016 The PFO also includes analysis of latest developments in
2017.

The 2017edition features revamped countrydata sheets providing
key figures for each higher education systemaered. The country
data sheets can be constad individually or as part of the PFO
Compendium 2017.

Thepresent report consists of two parts. The first chapter offers
analysis of the lon¢erm trends captured over the period between
2008 and 2016. The second chapter presentsavezview of the
latest public funding developments 2016and 2017.

A separate notelescribes the methodological approacand offers
further dataand clarifications.

System in 'danger’
Funding cuts and growing

The 2017 ROreport features 34 higher education systenksr the student numbers
first time, Cyprus is included in the analysis. ddgion
differentiates between various higher education systemaithin the
UK, providingeparate data for England, Northern Irelap8cotland
and Wales.
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http://www.eua.be/eua-work-and-policy-area/governance-autonomy-and-funding/public-funding-observatory-tool.aspx

Part 1 Evolution of public funding to universitie€20082016

This chapter outlines the loAgrm
developments in public funding to universities
| ONBRaa 9dzNRBLIS® *sthée Qa
evolution of funding allocated by public
authorities to universities since 2008.

Longterm developments are best
contextualized against a set of key factors,
such as student enrolment, inflation and
economic growth.
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1.1Evolution of public fundingo universities

The map shows how public funding w

to universitiesin 2016changed compared to 2008.

The diferent shades of blue indicate which group
each system belongsto, according tats investment
dynamics. Topincreases appear in darlblue. The

lightest shades ofblue point to the syssemsthat cut _zs
funding in the period under review. , 3

The tinding datais adjusted for inflation. In
countries where inflations relatively high, there is

a significant gap between nominal change and real
change, as is the case for Icelamdl Turkey.

. +20% and above from -20% to-5%

. from +5% to +20% . -20% and below
. from -5% to +5%
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1.2 Longterm funding trends

The higher education systems under review follow various longterm funding trajectorie®ver the
period 20082016

Based on the analysis of the annual funding changes throughout teeidy period, several groups of
systemsthat follow similar patterns can be identified.

Sysems such as Austria, Germany or Swedaow sustainable investment patterns, characterised by
both significant and sustained funding growth.

Other systemgeature more limited, sloweinvestment ¢ Denmark, France and the Netherlands are
among these.

Comparatively few systems have embarked on a recovery paitdrereby signs of investment can be
detectedafter a period of important cuts, as is for instance the case in Iceland or Portugal.

Finally,systems with continued cuts to higher educatiopresent characteristics of aggravating
patterns (ltaly, Latvia and Spain are some examples).

© European University Association



1.3 Evolution of public funding to universities
against student enrolment

Considering funding trends in isolation only shows part of the
picture for the countrieanalysed. Trends in student enrolment
are crucial to better apprehend the situatisof the different /ﬁ

systems.

While thescope of the data collectedor the period 20082016
does not allowfor the establishment o& directrelation between
public funding and student numbeas the systemlevel, it helps
understand the pressure universitiése in a given system.

EUA peliormed the analysis for 34ystems, for which it obtained

complete funding and student number datasets. The sample is
divided into two groupsgapturing positive and negative trendsin
all systems.
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1.3.1Systems withincreasing funding

185,25%
100%

The graph shows the changesin both
funding and student numbersfor 14
systemswhere public funding in 201@vas
higher than in 2008.

It highlights contrasted situations across
Europe andghows the differences between

A 7 systems where funding growth can be

qualified asisustainablé, i.e. superior to
student enrolment growth;
- A 7 systems where the demographic
I I I I I pressure is not met by sufficient
0% e I I o Investment.

80%
60%

40%

*Shorter timeframes are usedfor the following systems
-20% LU(20092016

CH(20082014)
LU TR DE CH AT NO SE DK PL BEfr BEfil NL PT FR
' BEfr (20082015

B Funding 2008-16 m Student numbers 2008-09 to 2015-16 Studentnumbersfor TRwere cappedat 100%to enhance the readability of
the graph Theactualfigureis +18525%
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1.3.2Systemswith decliningfunding

40% The gravity otutsin 19systems also

variesdepending on student
enrolment figures

[ |
‘ |' A 7 systemswhere fundingto

20%

0 I I [ | [ | I I

SR

-20% universities decreased in 2016
compared to 2008, whilst student
numbersincreased, areconsidered
tobS aAyY RI YISNEOD

A 12 systems, wherboth funding to
3 NS

-40%

-60%

-80%

£ O & 08 HEDEEP S & & P universities and student numbers
N = TS decreased in 2016compared to
m Funding 2008-2016 m Students 08-09 to 15-16 2008,are consideredto be

oshrinkinge &
Shorter timeframesare usedfor the followingsystems
EE(20082015), H (20102015, GR(20082015),
UKsc(2010-2016), UK-ni (2010-2014), UK-wa (20092016

UKdata seedescriptionof the UKsituationin section1.8. Thefiguresdo not includepubliclysubsidisedstudentloans
CYisnot included(no corresponding datasetfor student numbers).
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1.3.3Longterm financial and demographic pressures

FUNDING
Thismatrix captures different trends in public funding and student

®
enrolmentover the period 20082016
FRONTRUNNERS
oFontrunnerst and cgrowing systems under pressirare placed on

the positiveends of the axesAustria, Norwayand Swederfollow
PL

sustainable funding trajectories, allavg them to presene P ——
student/staff ratios In Sveden, the pace of investmentis nevertheless UNDER PRESSURE
slowing down, so further commitment is key for the next years. BE-fl, DE, DK, FR, NL, TR
b 2 NJo fudifigggrowth has recentlybeen lesspronounced. Austria, ()
where universitie®btain fundingbased on a three-yearcontract,
shows more marked increasdsjt the funding growthis slowing TSI SK
down.

®

STUDENTS

SYSTEMS IN DANGER
HR, IE, IS

Othercountriesin Northwestern Europe (e.g. Germany and Denmark)

tend to be under higher pressudkie to rising student enrolment, and

funding growththat is not fast enough to catep this larger student

population.A special case, Turkey, is subject to massification of higher

education, whichsdifficult to match in terms of funding and is partly ©
accommodatedy the expanding private sector.

Central and Eastern Euragrecountries, placed in the left-hand Finally,ésystemsn dangek (highlightedin red) includethose systems
bottom corner of the matrix, are exposed to negative patterns both in that are cutting funds while fadng growingstudentpopulations

terms of student enrolment and public fundingolandis one

exceptionto thistrend. It has been ranvesting 'm'gher education for Thesituationin the UKis detailedin section 1.8. Other systemswere not featured on the

three yearsn arow against a backdrop of bradrain andreducing graph becauseof incompletedatasets BEfr, CH,CY,EEFI,GR,LU Portugal finds itself in
student cohorts. a specific situation,havingnow recoveredfrom deepcuts(seecountrysheet)
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1.4 Public funding to universities and GDP growth

Category Description Systems

Cdzy RA Yy 3 n Investmentabove AT, DE, DK, LU, NO, Pl
economic growth  PT, TR

Cdzy RAYy 3 rt Investment below FRNL,SE
economic growth

Cdzy RA y 3 @ Disinvestment CZ FI, HU, IE, IS, IT, LT,
despite economic LV, RS, SI, SK*UK
growth

Cdzy RA y 3 @ Disinvestment HR
slower than
economic decline

Cdzy RAy 3 @ Disinvestment CY, ES, GR
greater than
economic decline

UK data: see description of the UK guation in section 1.8.
Not included in the table above8I, BEfr, CH, EE (incomplete datasets)

© BEuropean University Association

In addition to evolving student numbers, it isalso important to
take account of theountryQinvestment capacityvhile

assessing the progression of public funding to universities over
time. When considered against GDP growth, it is possible to
identify some general patternfr various systems over the
period 20082016

The first group in the tablerefersto the most committed
systems, which increase their investment in public universities at
alarger scale than economic growth.

There appears to be unused margin foanoeuvrein Francethe
Netherlandsand Sweden, where investment remains lower than
GDP growth over the perio@econd group).

Cruciallythe third group of countriesreduces funding for
universities despitethe overall positive GDP growth. Although
the picture is highly complex #te national level, this is a
warning signal for countries that may migsiadispensable step
in strengthening heir knowledgeeconony.

The fourth and fifth groups are characterised by funding cats a
economic decline.




1 . 5 A S U Stal n edd IVI d e I n E U rO pe ® Number of systems cutting funding

m Number of systems investing

This graph shows the yearly changes in the number of systems
cutting or increasing funding for universities in the perfoam
2008to 2016.

2012 appears$o be the most difficult yearfor universities in 20082015
Europe After that year, a certain degree of recovery can be
detected, as more countries started to-mevest in their
universities (IlcelandLithuania; Hungary as to 2014

However, recovery at the European level remains slow, and many

2008-2016

2008-2014

university systems throughout Europe still operate with lower 2SI
funding than in 2008.
Two importantmessages from this are the entrenchment of 2008-2012

austerity measures and budget cuts over the long run, with
limited capacity of public authorities to restore fundlng levels and
re-invest in universitiesand secondy, the sustained divide that
plagues Europe and prevents the harmonious development and
strengthening of the European Higher Education and Research
Areas as well as, more broadly, that of knowledge economies.

2008-2011

2008-2010

The gaph above includesthe 27 systems for which 2008-2009
the funding dataset is complete between 2008 and
2016.Excluded: CH, EE,H, LU, UK-ni, UK-sc, UK-wa.
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1.6 Longterm developments in university staff

Growing students
Diminishing and staff: AT*, BE
students and fl*, DE*, DK*, FR*,
growing staff: HU, HR*, IS, NL*, NO¥,
PL, SI CH, SE, U&n, UK
sc*, Ukwa

Diminishing Growing students
students and staff: and diminishing
CZ, ES, IT, LV, SK staff: IE, UKi

This figure presents different groups of systems according to
the changesn the number of students and staff (academic
and nonracademicpver the period 20082016

The financial and demographic pressures are reflected in the
student/staff ratio.Gven the varying scope of the data

collected nodirect estimates of student/staff ratiosan be
made.Ne\ertheless, comparing the dynamics for student
numbers and staff can help detect certain trends across

Europe.

Thesituation is particularlychallenging for Irishand Northern-
Irish universities that havexperienced growing student
numbers but have had to reduce staff.

Conversely, Hungarian, Polish and Slovenian universities hav
managed to increasthe number ofemployeesdespite their
diminishing student populatiasn

*Jystems where the growth in staff numbers is slower than that of students.

The figure above includes the 24 systems for which the total staff and student number

datasets are complete for the period 200809to 2015 16.
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1.7 Staff numbers against public fundg

For those systems where complalatasetsare availabldor the period 200820186 it is possible t@ive some indicationson academic and
administrative staff numbers against the backdrop of public funding.

While France, Italy and Sweden show increasarsl decreases in stathat are more in line with increaseand decreases in public funding,
the situation appearso be more complex for other countries.

Amongthose systems that invest in staff at a higher rate than public funding growth are Flanders, Croatia, Denmark and the Netherlands.
Hungaryand Slovenia have increased staff in a context of lower funding.

In some cases, the effort is entirely focused on (or significantly higher for) academiélatafé(s, Denmark, Netherlandsand Sweden,
while in othersthe growth has essentially concerned administrative qidfingaryand Slovenia Austrian universitiekave increased
investment in administrative staff, while Croatand Norway display moreoherent growth of both staff categories.

An outlier, Polangshows relative stability in staff numbers while public funding has been increasing, although in a context of dwindling
student numbers.

40%

30%
20%
- 4 i e _ koo
o H - - 1 - ™ fundig
-10%

-20% . !

-30%

-40%

-50%

-60%

m Academic staff

m Non-academic staff

AT BE-fl Ccz DE DK ES FR HR HU IE T LV NL NO PL SE Sl SK
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1.8 Focus on the United Kingdom

The 2017Public Funding Observatory collected datatfee four higher education systems of the United Kingdom, allowing to distindpetstreen

different patternsover the period 20082016 England and Wales have followed the same patterns over the period, with a significant shift tpularcly
subsidisedoan-based tuition feesMeanwhile, Scotland displays a comparatively slower funding erq@i®the student population continues to grow.
Increasing demand challenges the sustainability of a systatruntil nowwas characterisedy grantcovered tuition feesThe period of analysis for
Northern Ireland is shoer (20102014) and reveals significant funding cuts for an urgsourced systenwhich has been cutting on enrolment and staff
to maintain quality.

The chart includes direct grant funding only. ih 200809 around 72% of teaching funding in England was provided through direct gtawisto 15% by
201617. Total funding for teaching however increase®BBYo over the period. It has been estimated that of (B8P 16.7bn invested in HE in England in
2017, the government will pay f@BP 7.9bn in the long ternfca.47%*.

Direct public funding to UK universities

2009 2010 2011 2012 2013 2014 2015 2016
10%
0%
-10% \
-209 -12.46%
20% — 22.24% ’
-30%
-40%
-50%
-60%
-59.84%
-70%
-80% -12.79%
——K-eN  e—K-SC UK-wa UK-ni

Thebaseyearfor comparisons 2008for UK (aggregatediata)and UK-en; 2009for Ukwa and2010for Uk:sc and Ukeni.
* Source https://www .ifs.org.uk/uploads/publications/bns/BR17.pdf
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Part 2Shortterm trendsin fundingto universities

This chapter provides the overview of the most
recent university funding trends in Europe. It
explores the shorterm trajectories of total
direct public funding to universities, allocated
over the last two years, and investigates their
Impact on various university activity areas.

Funding datafor 2017 is notyet available for all
34 systemsovered in the PFO, nor isthe
Inflation rate for the current year. Therefore,
the analysis centers on the changes in nominal
public funding for 2017and in real public
funding adjusted to inflation for 2016.
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2.1 Publicinvestmentin universitiesin 2017 (in nominaterms)

> 10% increase HU, IS

5%c¢ 10%increase BEfl, CZ ES, NO, SK, TH

1 ¢ 5% increase BEfr, HRJE,NL, PL, PT,
SE

-1%c¢ +1% change AT, CY, LT, 4K

1 ¢ 5% decrease Uken*

5%c¢ 10% decrease

>10% decrease Ukwa*

No data CH, DE, DK, EE, FI, FR

GR, IT, LU, LM, BS, UK

ni

* UKdata: seedescriptionof the UKsituationin section1.8

© European University Association

Funding figures for 2017 are only availableZar
of 34 higher education systennsthe sample.

Ofthese 21 systems, 1thcreased funding for
universities by more than 1%in 2017.The biggest
expansion in nominal terms compared to the year
2016 was achieved in Hungary (29.6%) and in
Iceland (11.1%)

In four systemsthe funding changes remained
within the range 0f1% to 1%.




2.2 Evolutionof public fundingto universities
iIn 20152016 (in reakerms)

The adjustment of 2016public funding datato the inflationw
rate for that yearcomplements the analysis of the short-term
funding trends.

In 20152016, the biggest investmenis real terms (top 9)
were made in Turkey (18%), Austria (8%), Luxembourg (8%),
Croatia (7%and Iceland (7%)

The biggestuts were applied in Greece (-16%),Jovenia (9%)
and Czech Republic-6%).

The changes in other systems were less pronounced.

. More than5% increase Betweenl1 and 5% decrease

. Betweenl and 5% increase . More than 5% decrease

Between 1%increaseand
1%decrease

© European University Association 20




2.3 Shortterm funding trends

Severakpecificregional and countryevel trends can be identified in the short term

Somessigns of recoveryf public investment in universities can be observedlarthern
Europeand/ SY G NJ f 9dzNRPLISE & alff 9! aSYoSNJ
HamT | yY*Rhenetawsryeis marked by significant ydéatyear fluctuations and is

still quite fragile. More funding effort is needed mitigate the effects of the previous

cuts andto keep up the positive trend.

Cautious steps forwar@re made in Scandinavia, as well asin Belgium, Hance and the
Netherlands, which seem to get back on the investment track after a few years of minor
negative or flat growth.

Continuing commitment tanvestment can be observed in Austria, Germany,
Luxemlurg and Switzerlandin these systems, the latest funding increases either match
or surpass the averageannualgrowth of public funding for universities.

Aggravating decline in public funding for universities can be observed in some countries
In the Balkans and Central Europe,sawell asin Irelandand Spain.

FHnally, Turkey faces the challenge of funding massification of higher education, with
some recent large-scale increases.

More detailed analysis of these patterns is preservetbw.

(((

*Source:9 dzZNR LIS Y [/ 2YYA&EAA2Y Q8 2AYHGSNI HamMT 902y2YAO C2NBOF ai
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https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/winter-2017-economic-forecast_en#all-eu-member-states-economies-set-to-grow-in-2016-2017-and-2018

2.3.1 Signs of recovery: Northern Europe

Finlandslightly increased its public funding to universities in 2015, comparéaetbivo previous years.
Since no funding data is available for 22187 for Finland, it is quite difficult to assess how sustainable
this trend is. The earlier cuts have forced the Finnish universities to reduce expenses, particularly for
non-academic staff, and cut costs by adjusting all operatidlibough additionalfunds BJR143

million) were allocatedor researchthese injectionsre unlikely to compensatdor the cuts.Anland is

still retaining one of the highest GDP shares of public funding to universities, although it slightly

decreasedn 2015.

In the context of a robust economic growth with a surplus of
almost 20% of engear GDP in 201&elandmade a significant
re-invesiment in the last two years. Provided the inflation rate
remains low in 2017, Iceland might reath2008level of
university funding.

Teaching is one of the areas that benefit most from the funding
increase. The sector reports on some moderate positive effects
2y 0SFOKAY3I YR &adl FFAyYy3 LI A
investment.The aanualstudent growth remains at 12%n this
context, the governmentaims at ensuring better financing per
student.

0 KI
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2.32 Signs of recovery: Central Europe ‘&'

CroatiQda Ay @SauyYSyud Ay dzy A OSNEA U A Srigrowt ASnrewtaty 0 2 &S INBSY
lower increasavas achievedn 2017to compensate for the previous cuts. While the most recent RS-
dynamics look quite optimistic, the growth needs to be sustainagtié¢rionger term.

After a year of minor growth in 2016 (1.7% in real terrhg)ngaryincreased its funding to universities AA—-‘
by nearly one third in nominal terms in 2017, amidst the controversial reforming of the Hungarian

higher educatiorsector. Investments were made in all ar€esaching, research, staff and particularly v
infrastructure) despite the continuing student decline €£.8% in 20147 compared to the previous

academic year. This is the second massive increase in university fumeinggary since 2014.

After a few years asignificant growth, public investment iPolishuniversitiesseem to slow down a bit t
in 2016 and 201/although the latest figuresrepresent commitments anchctual expenditures might < )
still be higher. The government opted to provide additional resources for researtichwad moderate | {
positive impact on this area. The funding formula was modified to focus on studestaff ratio.
Against the baadkop of the continuing decline in student numberd% in 2017) and a minor increase
in staff numbers, some Polisimiversitieswill see the number of admitted candidates reduced in 2017,
as compared to 2016.

Slovakiaincreased its public funding for universities in 2017 for the third year in a rosv20h7
increase promises to be the biggest with more thanib%rowth in nominal terms. Research, teachin
and staff areas are positively affected by the increase, as salaries of academic aachdemic staff
grew by 6% and 4%, respectively in 2017.
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2.3.3 Signs of recovery: Cyprusmd Portugal

In Gyprus, which was added to the PFOin 2017 minor increases in public funding were made

In 2016 and 201 Considering he countryQnegative inflation rate (-1.2%in 2016),the minor

Increase in absolute terms (1.2%)esulted in a higher value in real terms (2.4%)in 2016.

Provided inflation remains below zero, the 0%change in absolute funding in 2017might be N
translatedinto some positive growth. Additional funds specifically go to suppartiversity D, 2
Infrastructure.

The positive signs are so far due to the impact of the inflation rate. A much stronger
commitment to public funding for universities in Cyprus is necessary to compensate for amore
than 20%decrease accumulated since 2008.

The funding dataset for Cyprusisrather limited, as only twgublic universitiesout of three
provided data. No coherent student dataset is available for these institutions.

Portugalretains the positive trend of the last three years. Although a yearly

increase imealF dzy RAy 3 61 a NI GKSNI ft AYAUSR OdmMdy:: 0
2017 is more optimistic, with nearly S%ore (in nominal terms) invested in public
universities, particularly to support staff. Yet the overall impact of the latest funding
changes on research, staffing policies and infrastructure is estimated by the sector

as significantly negative, considering the budget cuts applied before 2008.
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2.34 Cautious stepsforward: Scandinavia

SwedenandNorway are projected to cautiously increase their investment in universities in
2017 after a short period of stagnation, whereas Denmark allocated additional funds in 201
| 26 SOSNE UKS O2dzy UNASaAaQ NBALISOGAGS I GSa
annual growth for the 2002016 period.

Further to a minor negative change in real funding in 2002%0) Swedenis back to flat
annual growth in 2017 (1.6% in nominal terms, subject to correction to the projected positiy
inflation rate), as the economy continues to show strong real GDP growth. The level of fun
for different activity areas essentially remains unchanged. The sector reports moderate
positive effects in research, teaching, student services and infrastructure.

University investment ilbenmarkgrew by nearly 2% in 2016. The government has put
forward a new public funding systestill based on zero tuition feg®anish and BUJ students),
student completion time and employability. Under the new system, the government may as
universities to adjust, postpone or suspend investments if the total budgeted investment fo
publicly-funded institutions exceeds the amounts laid down in the FinanceHdgiever, total
public fundingwas cut in 2017and the funding per full time student igoing down.

Despite thedeclining GDP growth, public funding to universitiesNorway grew by 1.6% in

real terms in 2016 and is projected to have a similar growth pattern in 2017.
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