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1.  FOREWORD 

Analysis of Financial Management (FM) Practices  

 

Over the last few decades, a continuous process of systemic governance change and 

funding system reforms have characterized Higher Education (HE) around the world. 

The same governance template - variously defined as steering at a distance, super- 

market model and supervisory model - seems to have been adopted under similar 

external and internal pressures, notwithstanding different contexts and legacies. 

There have been a few points of departure in implementation. For example, in 

Continental Europe, more institutional and financial autonomy have been given to the 

universities and different methods of central control and systemic address have been 

introduced. At the same time, in the Anglo -Saxon countries, the historically rooted 

institutional autonomy has und ergone systematic constraints and it has been 

addressed by governmental policies. Overall, the traditional governance models have 

been significantly changed.  

 

Also, the funding system (generally public and with feeble ex post evaluation 

procedures of performance) was stressed with many innovations. This process 

involves an apparent common trend characterized by a different role of the State and 

by the introduction of different logics of systemic coordination. This process of 

reforming systemic governance and funding in HE has been characterized by a 

dynamic of policy diffusion that has progressed toward a common model. In 

accordance with such a model, a renewed role of the State has resulted from mixing 

the following tools together: i) financial incentives to pursue specific outputs and 

outcomes in teaching and research, ii) student loans, iii) accreditation, iv) ex post 

evaluation conducted by public agencies, v) benchmarking and provisions by the law 

for greater institutional autonomy.  

 

However, although it is a common trend representing a convergence of governmental 

approaches, the steering at a distance / supermarket / supervisory mode appears to 

be used as an umbrella category and therefore does not fully address what is really 

emerging. In fact, the les s direct involvement of the State in HE systems does not 

mean the absence of regulation, and it can create different types of governance 

according to the way in which the new, soft way to steer HE systems is designed and 
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organized. Furthermore, all of the reforms have combined elements of hierarchical, 

market- and network-based logics but not the same policy combinations have been 

adopted, and this renders labels such as steering at a distance, supermarket and 

supervisory not very useful without any other t ype of specification.  

 

This Report is aimed at attempting to focus on the analytical problem of identifying 

the features of the actual models of governance and funding in HE (and thus to 

discharge their intrinsic hybridity). The main components of the des ign of the 

adopted governance models will be checked, with regards to policy instruments 

together with two main financial dimensions (the amount of public funding and the 

weight of tuition fees in funding the systems). The aim will be the feasibility of a 

benchmarking useful to improve funding performance in Cambodian universities. The 

operationalization of policy instruments is achieved in a very detailed way by 

comparing the legislation on HE approved in European countries in past years. Based 

on a fourfo ld typology of substantial policy instruments (regulation, expenditure, 

taxation and information), many instrumental shapes were identified (according to 

the empirical literature). The result is the instrumental composition of governmental 

choices when designing the arrangements of systemic governance and funding 

reforms in order to assure financial resources to universities.  

 

The concept of governance is conceptualized with regards to policy instruments and 

two financial dimensions, and thus governance reforms are conceptualized as 

processes through which different types of policy instruments are mixed together 

over time. In the section devoted to case studies, some empirical evidence is 

presented with respect to the basic data on financial sources (whereas public funding 

and tuition fee systems are conceived as specific types of policy instruments to be 

analysed separately because of their specificity).  

 

Universities across Europe today face a challenging and complex financial situation in 

which traditional models of funding have been transformed and continue to evolve. 

Public sources in many countries are not as generous as they were in the past and 

often have become more demanding and competitive. The changes are particularly 

significant in Europe due to the traditional reliance of universities on public funding. 

The current economic and financial crisis has exacerbated even further these 

problems, with g rowing stress on the sustainability of university funding regimes and 
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mounting pressure to explore new sources of income. The efficiency of funding in 

terms of the capability to meet certain policy goals in a cost -effective way is therefore 

becoming increasingly important. Special attention will be devoted to the PBF 

(Performance-Based Funding). 

 

Policy responses to these challenges take many forms. One way is to create a link 

between part of the public funding for universities and performance, using proxie s for 

output such as the number of graduates or research contracts obtained, instead of 

pure input-based funding. Others favour system restructuring ï for instance via 

institutional mergers ï or try to foster differentiation of institutional profiles and t he 

emergence of excellence hubs through specific funding schemes with a view to 

enhancing international competitiveness.  

One of the objectives of these measures is to enhance efficiency and make 

universities achieve more with no extra resources. This poses a number of questions 

with regard to university funding and governance. It is important to assess in 

particular the impact such measures have on institutions themselves, on their 

teaching and research activities, as well as on their interaction with soci ety and 

different stakeholders.  

 

In several European countries, the university sector started to face these pressures 

earlier than the HE sector and the implementation of reforms has been ongoing for 

longer. This makes it possible to assess their impact with a view to extracting some 

lessons potentially transferable to the HE sector in other countries in the world. 

Similar policy responses have indeed been applied in both cases, such as changing 

funding modalities and fostering mergers. Key elements of comparison between EU 

HE sectors are included in the executive summary in the next pages.  

 

On the basis of the evidence gathered throughout the duration of the project, 

recommendations are presented to BALANCE partners in Cambodian university 

system. They are aimed at supporting the relevant Balance university partners in 

developing strategies on how to sensibly use the respective measures with a view to 

mitigate the risks and reap the benefits.  
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The objective of this Report is to contribute to the improved design and 

implementation of HE funding policy and, in so doing, to enhance funding efficiency 

in the sector.  

 

The analysis represented by this Report will support the achievements and the 

findings planned by the BALANCE project, which address the funding efficiency in HE 

as the main focus of surveys and activities. The project particularly includes the 

mapping of the use of funding efficiency measures such as performance-based 

funding, institutional mergers and excellence schemes across Europe. The Report is 

based on empirical data collection, questionnaires and interviews with experts across 

Europe. This was complemented by an academic survey and literature review. 

 

To ensure that these developments are seen in a wider context, the research also 

included a cross-sectoral comparative element exploring lessons learnt from the 

university sector, and faces comparable constraints ï especially growing demand, 

labour intensity, rising costs, more assertive users and as a result a growing 

emphasis on quality and transparency.  

 

The analysis based on the literature review was conducted by the team of DISPO - 

Department of Political Sciences at UNIGE (University of Genova, Italy), Prof. Andrea 

Mignone and Dr. Monica Penco, supported by Mr. Angelo Musaio and Mario Picasso of 

UNIGE Development & Promotion Area.  
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2.  PART I : METHODOLOGICAL NOTE AND 

MACROECONOMIC DATA  

2.1. METHODOLOGICAL NOTE  

University governance and the relationship between State and HE institutions are 

issues that have generated intense debate and reflection over the past decade. 

Institutional autonomy is widely considered as an important requirement for modern 

universities to be able to develop institutional profiles, to find financial resources, and 

to deliver efficiently on their missions. Discussions around governance and financial 

autonomy emerged across EU in different contexts as a response to diverse 

challenges. As a result, the need became manifest to develop a common terminology 

and structure to address such an important topic, with an increasing demand for 

comparability and benchmarking across borders.  

When developing this report, relevant literature defining "financial autonomy" in 

various countries was studied. It was noticed that in some countries the meaning of 

this term is specified in the actual legislation regarding education or HE. Large 

differences in defining this term from one country to another or from one author to 

another have not been encountered. All unanimously declare that financial autonomy 

implies the right of the university to organize its activity independently and to self - 

manage financially respecting the legislation in force. The criteria taken into account 

when defining the concept differ insignificantly. Therefore, in order to exclude certain 

differences in this respect we started with the definition of financial autonomy of 

universities and the criteria submitted by scientific literature on this topic as the 

capacity of universities to decide on:  

 the extent they can accumulate reserves and keep extra budgetary sources;  

 the establishment of tuition fees;  

 borrowing money from fi nancial markets;  

 investing in financial products;  

 issuing shares and bonds;  

 owning land and buildings.  

In addition, when establishing specific criteria, the experience of countries with 

developed financial autonomy was taken into consideration.  
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This report aims to perform a reference analysis of financial autonomy in EU partner 

countries, namely in eight case studies. Data were collected using predefined 

templates. Before sending questionnaires in a target country, the authors collected 

and analysed openly available information on financial autonomy relevant to the 

country and identified problems as well as questions related to various aspects of 

financial autonomy that could not be clarified when consulting these available data 

sources. At the same time, the authors propose possible sources of information. The 

collected consolidated data regarding financial autonomy in target countries are 

presented in the second part of the report. Based on data analysis, a number of 

benchmarking criteria and with rega rd to financial autonomy were outlined. The exam 

of each criteria focuses on their definitions, concepts, separation between 

government and universities, possible links and relationships of financial autonomy 

with other types of autonomy.  

Actual macroeconomic GDP and inflation data as well as conversion rates for non-

Eurozone countries was sourced from Eurostat. Other official sources of qualitative 

data, including national HE decrees, ministerial portals and reports were used to 

complete the analysis of public funding trends in Europe.  

In certain cases that seemed most relevant the Government - University delimitation 

was highlighted. In particular, there was not indicated the intersection with other 

components of university autonomy just because each analysed criterion cannot be 

separated from the academic, organizational or human resources components of 

university autonomy.  

Data was collected from EU university systems through analysis of papers and 

documents (see bibliography), many questionnaires, several rounds of consultation 

and interviews with EU universities managers, national university associations and 

complemented by institutional case studies obtained through reports and data 

published by governments and independent organizations. Due to the lack of 

comparable data for some aspects of the analysis, not all systems are included in all 

tables, figures or overviews.  

The analysis takes into account developments over the last two decades with a focus 

on more recent evolutions since the beginning of  the economic crisis in 2008. Since 

2008, comparative data has been available on the evolution of the amount of public 

funding to HE institutions through the Annual EUA (European University Association) 
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Public Funding Observatory. This helps to put into perspective the changes in the 

modes of public funding and the evolution of performance -based elements, and thus 

strengthens the analysis. The report draws on these different sources of information 

and presents EUAôs analysis of the use of performance-elements in university funding 

across Europe and its impact on institutions.  

During the drafting of the Report, we have devoted specific attention to the results of 

a very useful instrument adopted by EUA that is the Balanced Scorecard (BSC) tools 

derived from public management accounting. They offer a methodology to collect, 

compare and weight data on university financial autonomy. A core set of autonomy  

indicators was developed to offer an institutional perspective. The EUA BSC tools are 

based on more than 30 different core indicators in four key dimensions of autonomy. 

These include:  

 organizational autonomy (covering academic and administrative structures, 

leadership and governance);  

 financial autonomy (covering the ability to raise funds, own b uildings, borrow 

money and set tuition fees);  

 staffing autonomy (including the ability to recruit independently, promote and 

develop academic and non-academic staff);  

academic autonomy (including study fields, student numbers, student selection as 

well as the structure and content of degrees.  
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IMAGE 1. UNIVERSITY AUTONOMY CLUSTER  

 
High (81%-100%), medium high (61% -80%), medium low (41% -60%), low (0% -40%) 

 

By generating information on the current state of university funding autonomy and 

governance reforms, the Scorecard allows a more successful benchmarking of 

national policies with regard to university autonomy as well as the exchange of good 

practice. On one hand, the Scorecard provides institutions and policy-makers with 

data, which inform decision-making processes and feed into initiatives aimed at 

driving the modernisation of HE. On the other hand, it contributes to raising 

awareness in the university sector of the changes needed to create a regulatory 

environment favourable to university autonomy.   

In the following pages, we try to offer a benchmarking analysis of EU FM of 

universities: governance and funding, budgeting, accounting and full costing. The 

final part is devoted to analyse some case studies with references to European Union 

countries.  
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2.2. MACROECONIMIC DATA  

 
In this section, we analyse some macroeconomic data about the EU economy and 

national accounts, and some general data about the different systems of funding of 

HE in EU, in order to describe the socioeconomic environment in which universities 

are embedded. 

A macroeconomic overview 

What are the main trends of the economy in EU Member States since 2000? How has 

Gross Domestic Product (GDP), investment and consumption evolved? Have we faced 

high inflation or have prices been stable? Is unemployment decreasing or not? The 

most common indicator to measure economic activity is GDP. In the period 2000 to 

2018, the annual GDP growth in the EU was quite volatile. Between 2001 and 2007, 

the economy grew at an annual rate of between +1% and +3%. From 2008 to 2013, 

the EU economy was strongly affected by the financial crisis, with GDP dropping by 

more than 4% in 2009 and then agai n slightly in 2012. Since then, the economy has 

progressively recovered, with annual growth rates around +2% between 2014 and 

2018. A similar pattern was observed overall for the euro area and the EU Member 

States. However, not all Member States have recorded the same magnitude of 

fluctuations. The impact of the financial crisis on GDP was in particular deeper in 

Greece, Croatia, Spain, Italy, Portugal and Cyprus with several years of consecutive 

negative growth. In the EU, investment and consumption follow  the same phases as 

GDP, investment however with larger fluctuations. With the recovery from the 

financial crisis, investment and consumption grew steadily between 2015 and 2018: 

at around +4% and +2% per year respectively. Inflation in the EU is measured by 

the evolution of the Harmonised Index of Consumer Prices. Between 2001 and 2007, 

the annual inflation rate stood at around +2% in the EU. From 2008 to 2011, the 

inflation rate registered stronger variations from one year to another, while it slowed 

down progressively from 3% in 2011 to 0% in 2015, before reaching 1.9% in 2018. 

This pattern was followed largely by the euro area and most of the Member States. In 

2018, the highest inflation rates were observed in Romania (4.1%), Estonia (3.4%), 

Hungary (2.9%), Bulgaria and Latvia (both 2.6%), and the lowest in Denmark and 

Ireland (both 0.7%), Greece and Cyprus (both 0.8%).  

Large decrease in long-term interest rates since 2011  
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Long-term interest rates can be measured through the evolution of long -term bond 

yields. 

 In the EU, the rate was 5.3% at the beginning of the millennium, fluctuating 

between 4% and 5% until 2011. Since then it steadily decreased down to 1.1% in 

2016 and after that increased to 1.4% in 2018. The Member States followed quite the 

same pattern. In 2018, the rates ranged from 0.3% in Lithuania, 0.4% in Germany 

and 0.5% in Denmark to 4.7% in Romania, 4.2% in Greece and 3.2% in Poland. As 

regards exchange rates, the euro has become stronger against the UK£ (from 0.61 

UKÃ for 1ú in 2000 to 0.88 UK$ in 2018) and the US$ (from 0.92 US$ for 1ú in 2000 

to 1.18 US$ in 2018), while it has become weaker against the CHF (from 1.56 CHF 

for 1ú in 2000 to 1.16 CHF in 2018). Unemployment on the decline after being 

relatively stable at around 9% between 200 0 and 2005, the unemployment rate fell 

to 7.0% in 2008. Since then the rate in the EU rose continuously to attain a peak of 

10.9% in 2013. In line with the economic recovery, unemployment fell subsequently 

to reach 7.6% in 2017. A similar trend is observed  for male, female and youth 

unemployment, however with slightly higher rates for women than men and around 

double the rate for young people. In recent years, the euro area and all Member 

States have also recorded a decreasing unemployment rate. However, large 

differences still exist between Member States, with rates ranging from 2.2% in 

Czechia, 3.4% in Germany and 3.7% in Hungary and Malta to 10.6% in Italy, 15.3% 

in Spain and 19.3% in Greece in 2018. 

Large differences in price changes at detailed level 

While the overall inflation rate can be considered as moderate in the EU since the 

start of the millennium, significant price variations are noticeable at a detailed level. 

Between 2000 and 2018, prices in the EU have risen by 39% overall. The highest 

increases were registered for «alcoholic beverages and tobacco» as well as for 

«education» where prices rose by more than 90%. «Housing, water, electricity and 

gas» as well as «restaurants and hotels» followed with growth rates of 60% or more. 

Prices for «clothing and footwear» remained nearly stable, while prices for 

«communications» decreased by more than 20%. Looking at detailed products, the 

highest increases were observed in particular for «tobacco» (+167% between 2000 

and 2018), «gas» (+102%), «solid fuel s» (+101%), «alcoholic beverages and 

tobacco» (+99%) and «jewellery, clocks and watches» (+98%). Lower increases 
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were observed for e.g. «cars» (+10%), furniture (+24%), «books» (+28%) and 

«wine» (+33%). On the other hand, prices for «audio visual, photogra phic and 

information processing equipment» decreased by 71%, «telephone equipment and 

services» by 26% and «games and toys» by 21%. Prices for «coffee» (+35%), «milk, 

cheese and eggs» (+42%) and «meat» (+43%) rose nearly at the same speed as the 

overall price increase of the EU in the period 2000 to 2018. 

More people in work 

Since the start of the millennium, more and more people are in work, while working 

conditions have changed. Strong increase in female employment rate In the period 

between 2002 and 2018 the employment rate for the total working age population 

increased from 67% in 2002 to 73% in 2018, mainly due to the high increase of the 

employment rate of women (from 58% to 67%). For men, the rate slightly increased 

from 75% to 78%. However, for young  people aged 20 to 24, the pattern was 

different as the employment rate was 53% in 2002, after that fluctuated between 

55% in 2008 to 48% in 2012 to 2014 and was back at 53% again in 2018. The 

pattern of an increasing employment rate can also be seen in th e euro area and in a 

large majority of Member States with the largest rises in Bulgaria, Poland and Malta. 

In 2018, the highest employment rates for women were found in Sweden (80%), 

Lithuania (77%), Germany and Estonia (both 76%), and for men in Czechia ( 87%), 

Malta (86%) and Sweden (85%), the UK, the Netherlands and Germany (all 84%). In 

all Member States, the employment rate for men was higher than for women. 

Temporary and part-time employment increasing in the period 2002 to 2018, the 

possibility to find a job with an unlimited duration has slightly reduced with the share 

of temporary employees in the EU increasing from 11% in 2002 to 13% in 2018. 

Temporary employment in 2018 was nearly the same among women (14%) as 

among men (13%) in the EU. The total s hare of temporary employees varied among 

the Member States, with the highest shares observed in Spain (26%), Poland (24%), 

Portugal (22%) and Croatia (19%), and the lowest in Romania and Lithuania (both 

1%), Estonia and Latvia (both 3%). Another important change in working conditions 

is the development of part -time work. In the EU, the proportion of those working 

part-time rose from 15% in 2002 to 19% in 2018. Part -time employment in 2018 was 

much more common among women (31%) than among men (8%) in the EU.  The 

total share of part -time workers varied among the Member States, with the highest 

observed in the Netherlands (47%), Austria (28%), Germany (27%), Belgium (24%) 
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and UK (23%), and the lowest in Bulgaria (2%), Hungary (4%) and Croatia and 

Slovakia (both 5%). In the following pages some graphs with macroeconomic data.  

Source: EUROSTAT, The European economy since the start of the millennium. A 

statistical portrait , 2019 edition. 

 

IMAGE 2. GROSS DOMESTIC PRODUCT 
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IMAGE 3. PUBLIC EXPENDITURE ON TERTIARY EDUCATION  

 

 
SOURCE: EUROSTAT, LAST UPDATE 10.10.2019 
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IMAGE 4. PUBLIC FUNDING TO UNIVERSITIES AND GDP GROWTH  

Public funding to universities and GDP growth (Average from 0% to 9%)  

 

SOURCE: EUA PUBLIC FUNDING OBSERVATORY, REPORT 2018. 

 

The system where funding increased on average over the period 2008-2017 include 

Austria, Denmark, Germany, Norway, Luxembourg and Switzerland. These countries 

supported their universities more than their GDP levels. On the contrary, Portugal 

proves its commitment to invest in HE despite a GDP growth level close to zero. 
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IMAGE 5. NUMBER OF TERTIARY EDUCATION STUDENTS BY LEVEL AND 

SEX 

 

The educational attainment levels of the population have changed significantly: on  

average, younger people attain higher levels of education than older ones. In 2018, 

80.6% of people aged 25ï54 in the EU had attained at least an upper secondary level 

of education, compared with 65.8% of those aged 55ï74. Those with tertiary 

educational attainment amounted to 35.2% of those aged 25 ï54 and 21.7% of those 

aged 55ï74.  
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IMAGE 6. SHARE OF THE POPULATION BY EDUCATION ATTAINMENT LEVEL 

AND AGE 
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IMAGE 7. STUDENT-ACADEMIC STAFF RATIONS IN TERTIARY EDUCATION  

 

The following data in figures are important in order to evaluate the real value of 

different systems of fees and grants for universityôs students. 
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IMAGE 8. COST OF LIVING INDEX BY COUNTRY 2019 MID -YEAR 

Source: NUMBEO online database, 2019 


