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Conclusions — funding and HE transformation

The article describes the changes in the finanofr@zech tertiary education since 1990 in the wider
context of the development of the tertiary educasgstem, focusing on its key moments. It aims at
analysing the impact the three different fundingtesns — Incremental, Per Capita, and Performance
Based — have had particularly on stimulating tladformation of higher education, proving that
funding is one of the most powerful tool of indireteering by the state.

1.  Starting the transformation in 1990

The objectives and priorities of reforms of Czedhkr education more than twenty years ago were to
a large degree a reaction to the then existingtstin. Before 1990, the education system was rigid
and highly centralised as the economic and padlitigatem. Higher education was of a very small size
(it catered for only about 15 per cent of the ageupg) and elitist in nature. Central authorities
prescribed the types of specialisation and comtriolhe number of students, and in all fields oflgtu
the numerus clausus — determined on the basis of detailed developmlamis for the Czech economy,
albeit mostly not implemented — was enforced (meeeoaccess to higher education was influenced
by class criteria and Party membership of studenttheir parents). The planning machinery was
based upon attitudes of representatives of staégpises and other organisations, which in faaewe
blocking any more substantial growth of higher edion sector.

The demand of the young generation for study placas far higher, although the relationship of
qualification to wages was neither direct nor gindiorward (Czechs have always highly valued
cultural and social functions of education). Adruasto upper secondary and higher education even
became a very efficient tool for manipulating paseras applications had to be recommended
(officially by local authorities, previous schoal employer, in fact by the Party who had the deeisi
voice everywhere) and this depended on the behawblwoth student and parents alike. The
development of higher education had stagnated esgbnded neither to people’s rising educational
aspirations nor to their demand for higher educatio

After the political turnover in 1989, the basicustiure of the whole education system in the Czech
Republic remained intact but its functioning anduna were significantly transformed, a closed and
uniform system was changed into an open and phti@alone. This happened largely because four
fundamental top-down measures of education poliesevintroduced:

= recognition of the right of students to choosertbain educational path;

= per capita funding (which motivated schools to éase their intake);



= recognition of the right to establish private amthaminational schools (but for higher education);
= devolution of power and increase in autonomy obsth

These reform steps led to the overall liberalizated the education system, allowing educational
supply to respond to changes in demand. They &dotd expansion in quantity, structure, and
diversity of education, particularly concerningtieical education at the upper secondary level.

This, however, was not quite the case of highecatilon. Its situation differed in one crucial adpec
for certain, basically political reasons, the righitestablish private institutions was denied tghbr
education, which remained the monopoly of the stateonsequence, a similar expansion in structure
and diversity of higher education did not happefthdugh a need for shorter and vocationally
oriented types of tertiary education emerged, dutire first half of the 1990s higher educationl stil
consisted of traditional universities only focusiog academically oriented studies. They remained
highly selective, and their limited capacity coualat by far satisfy the individual demand.

2. Initial reforms — the 1990 HE Act and Per Capita Funding

New initiatives reacted in the first place to thwation of the day. They aimed to rectify the
development of the past forty years which had reejédrmer traditions and deformed universities in
many ways. First, both civic and academic freederase substituted by total subordination to the
Party and State bureaucracy. The ruling ideologynpated all activities (most nefariously in social
sciences and humanities) and dictated the selectitgachers who were moreover subject to periodic
purges. Second, the function of the institutionshwher learning was considerably narrowed to
teaching, most of research was transferred to tbedédmy of Science and government research
institutes established by individual ministries.irfih natural development of schools offering higher
education was retarded: there was just a singlg (ostly five-year) cycle with a theoretical camtte
without differentiation of form, content or aim study. Compared with developed countries, the
proportion of enrolled to the relevant age groupamed very low.

In the beginning of the 90s, two major steps waken in the area of higher education policy. The
first one was the 1990 HE Act, the second one theduction of Per Capita Funding in 1991
(affecting university budgets from January 1992).

The preparation of the 1990 HE Act was driven pnaidantly by the post-Velvet revolution initiative
of higher education institutions (HEIS). Its maiocfis was to restore the traditional position of
universities, their autonomy, the so-called acadeirdiedom (understood, in particular, as absolute
independence from political structures of any kinad to devise a corresponding mechanism of
governance and steering, independent of the giliterucial decisions concerning HE institutions —
their internal structure, content and organisatbstudy, fields of study, appointment of academics
number of students and their enrolment — have beteinned to the hands of an elected functionaries
(rectors, deans) and bodigsademic senates).

Another important step was the introduction of shbachelor degree studies. Although they mostly
remained to be just the first part of master degteglies, and only rarely were conceived as a
terminal, practically oriented programme, followsda direct entry on the labour market, they opened
the way for so-called short cycles as the firshsigf diversification of higher education.

A far more important fact was the extension of thésting network of schools offering higher
education by turning former self-standing regiofadulties of education (once known as teacher-
training colleges), and also some HEIls of techyylanto fully-fledged universities matching
regional needs. Eight new regional universitiestbmerged, that is roughly one third of all public
HEIs in the Czech Republic.

However, even the new representatives of academia only little aware of the huge progress that
after the WW Il was made in widening the particigatin higher education. They thought it was right
that the access to it was rather limited. In 1994 proportion of newly enrolled students decreased
even further, down to 14 per cent of the age gr@opstly as a result, however, of a great inflation
caused by liberating the exchange rate of the Ceaatency, which threatened the financial stability

2



of HEIs in 1990 and 1991). Some representativemcatiemia strived to restore an elite system with
stringent entry achievement criteria and a limitedhber of students.

Most of the public, the new political representatand the state have a different view. The Ministry
of Education realised that one of their most impotrtask is to substantially increase the partimpa

in HE in order to be really able to “return to Eped — as the popular slogan of the day had it €, an
that they must find a way how to do it while lindtdy two factors: by respecting the newly gained
autonomy of HEIs which excluded direct steering tbe one hand, and by being barred from
establishing private HEIs on the other.

Ministry of Education offered a solution: to reforthe funding mechanism in such a way as to
motivate HEIs to constantly increasing the numbiestadents. The system of incremental funding
inherited from the old regime was far from meetihig requirement: the budget of HEIls for the new
financial year was always based on the previous ame change was negotiated directly between the
Ministry and the HEI in question, no long-term &gy existed. Subjectivity of the process, lack of
motivation of HEIs to improve their quantity or djit)a and no commitment to long-term aims and
objectives were the main set-backs of the increatdanding.

Therefore a new mechanism of Per Capita Fundingimtesduced in 1991 (to be used for calculating
school budgets in 1992) in order to motivate HBlIgexpand. Its basic principle is very simple: HEI's
will be funded by the number of their students (angraduates), also taking the relative cost ef th
field of study into account (when introducing theanmechanism, budgets of individual HEIs could
be reduced only by 10 % against the previous y&#g.decisive factors are the demand to study at a
particular HEI and the number of students enroll®d.in other words, the HEIs themselves will
decide by their activity, how much money they yii.

The new mechanism of Per Capita Funding workedhén period 1991-2010 the number of new
entrants has increased almost four times, and thaber of total entrants more than five times. In
relative terms the increase has been even morepnoed, as the relevant age group has been steadily
declining, and the net entry rate has finally remchs much as 70 % against about 14 % in 1991.

Figure 1 is showing the overall increase in nundfestudents — the coloured area that of new ergrant

(that is students entering HE for the first timahd the black line that of total entrants (that is

including students entering HE for second or eV time for various reasons, as maybe a new and
better start or choosing another study programme).

New Entrants into Tertiary Education and Net Entry Rate
Czech Republic, 1990-2011
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The number of new entrants was steadily increatlirafoout 2010 with the only exception of the year
2000, when the number fell down by about 20 %. disweaused by a reform of the basic schoal,
extended by one year in 1996. Consequently, althesentire age cohort of upper secondary school
graduates was missing four years later, and alalbsew entrants were recruited from applicants who
were not successful in previous years and who agmin. This eased a bit the pressure on available
study places; although their number was increaswery year, they still were not meeting the
demand.

While the number of students was increasing, thellemy process of diversifying the HE provision
was rather delayed and, unfortunately, rather deddr After a four-year experiment a new type of
tertiary institutions, the Higher Professional Salso(HPSs, in Figure 1 marked in blue), came into
existence (1996). However, they were not grantedhilyher education status, although it had been
originally presumed that they would become the mwgy of diversifying higher education (which is
a corollary to its expansion) as its lower tiereyltould have been established only as an extension
upper secondary vocational education under the #9®ndment of the existing School Act (which
also abolished other existing forms of post-secondtudies), without any systemic links to existing
public universities (enabling, for instance, tramsfof credits or recognition of studies).

This has proved to be a serious setback for tleieldpment. In the long run it has undermined their
position when competing with professionally oriehteachelor programmes that have begun to be
offered by traditional universities during the seddalf of the 90s as part of the Bologna Process.
Although the duration of studies is the same, litdksenterprises are much closer and vocational
orientation is more pronounced in higher professlieghools, yet their diplomas (classified as ISCED
5B) enjoy less prestige than the first universiggibe (classified as ISCED 5A), as they do notaallo
their graduates to enrol in postgraduate programmmesonsequence, the further development and
even the existence of higher professional schamle hecome thwarted.

Two minor points have to be mentioned. First, thlile only the number of students was considered
in the beginning, later it was partly substitutgdtbbe number of graduates in order to introduceesom
measure of support given to students, and cons#gueh the quality of studies. Later again, this

change has been suppressed because it might hee cmntradictory side effects of being less
rigorous at final examinations.

Second, the range of the Coefficient of Field afdytCost (CFSC) is too wide, even excessive, about
twice as much as in other countries. As the CFSgaavas proposed by HEIs themselves, it was
feared at the time of its introduction that excessiifferences would seduce the HEIs to gradually
move students from less costly fields of studyose more costly. However, data for the period
2005-2011 indicate that the proportion of studémesach category remained stable.

Since 1992—Per Capita Funding
(Per Student and Per Graduate—SGF)

Budget of HElI = Number of Students / Graduates x Coefficient of Field of Study Cost

Number of students in public HEls

Field of study CFSC 2005 2011
Humanities, Economy 1.00 86 184 33.0% 113 904 34.3%
Philosophy, Education 1.20 38942 14.9 % 50221 15.1 %
Technology 1.65 80 687 30.9 % 95 595 28.8 %
Agriculture, Forestry 2.25 26 083 10.0 % 37818 1.4 %
Chemistry, Medicine 2.80 23314 8.9% 25 906 18 %
Veterinary medicine, Stomatology 3.50 3827 1.5 % 6318 1.9%
Arts 5.90 2329 0.9% 2660 0.8%
Total 261365  100.0%



3.  Further developments — the 1998 HE Act

The second key moment of the past twenty yearstiayear 1999, when the new Act on HE, the
second one after the Velvet Revolution, came icdoThe new Act introduced some important
changes, in particular, it permitted to establiskigte HEIs (it was presumed at that time that daly
private schools would be established and furthat they would focus only on programmes not
offered by public HEIs or those where the demamdafody placers is far higher than can be provided
for by public HEIS)..

First of all, as the new HE Act stipulated, almadt state HEls became independent public
institutions, and were endowed their premises aed,Sormerly the state property (only two HEIs,
serving armed and police forces, have retained #tatus as state institutions). Their autonomys thu
increased significantly, for example, in propertgmagement or in financial matters allowing long-
term use of their resources at their discretiorortier to increase also their financial accounitgbih
new steering body alongside the Academic Senate,Biard of Governors (or Trustees), was
introduced.

Further, at public HEIs limited tuition fees werdroduced — as a relative high sanction fee when th
length of studies exceeded the standard durationdog than a year, and for programmes delivered in
a foreign language. A necessary pre-requisitenommation system on students and study processes,
was established as well. (In this respect it ierggting to note that the development has not heen
favourable as intended. Today, more than threetepsaof foreign students come from Slovakia, and
since their language is very close to Czech, ttayrally study Czech programmes without paying a
fee. Other major group of foreign students, coniiogn former socialist countries, prefers to enrol i
an intensive course of Czech in order to be abktudy in Czech as well. Only a comparatively very
small part of foreign students studies in Englislother world languages and has to pay a highotuiti
fee. Although HEIls are quite happy to have brigid enotivated Slovak students — to study in the CR
is a matter of prestige for most Slovaks — thiseaspf internationalisation of higher education sloe
not work very well.)

The new Act also defined the role and function mhkr education far wider. To both traditional
functions — teaching and research — it has addea #érd function (or better: mission/role), the
involvement of HEIs in lifelong learning, communibyilding, cooperation with business enterprises
and support to regional economy. This amendmerftrshitseemingly without a direct effect, has in
fact substantially modified and deepened the canafeghiversification of HEIs.

Another amendment had a similar focus — to promatiler diversification of HE by increasing the
proportion of bachelor programmes. It defined a metegory ofNon-university HEIs that would be
entitled to offer only bachelor programmes, by wigifin of vocational/professional orientation. lasv
also hoped that the best Higher Professional Ssheould use this opportunity and eventually attain
this higher education non-university status. Howgse far only two of them have made it.

During almost ten years since the first HE Act, paditical reasons blocking the establishment of
private institutions at the HE level disappearetj at last it was possible to employ this efficient
measure for increasing the educational offer. Ttmesnew Act made possible to establish private
HEIs (in Figure 1 marked in red), not funded by skete but charging tuition fee as a dominant sourc
of their income (this is also why private HEIs uguaffer those fields of study that are less cpsthd
more asked for, as it is for example study of econdousiness or humanities). In contrast to exjstin
Higher Professional Schools (HPSs), most new @ivtEls have embraced the opportunity and have
been established &®n-university HEIs.

The 1998 HE Act has thus rounded off the Czech efifos, composed of three categories of HEIs:
Public HEIs, State HEIs and Private HEIs. Howevkegur perspective is changed from higher to
tertiary education, we have to include also Highmfessional Schools (HPSs), established according
the School Act. Both public and private HPSs folma fourth category of tertiary institutions. Each
category has a very different mechanism and diveoseces of funding. In the academic year 2011-
2012 the whole tertiary sector had nearly 430 thndsstudents.



The core of the sector is formed today by 26 Publiher education institutions (HEIs), financed
from the budget of the Ministry of Education, up2@09 by means of the Per Capita Funding (and
Performance Based Funding since 2009). In the atadgar 2011-212 they had about 340 thousand
students that is 79 % of the total number of eadbih tertiary education.

On the other hand the second category is very smih only two State HEIs funded directly from
the budgets of the Ministries of Defence and adiiior. In the academic year 2011-212 they had about
5 thousand students that is 1 % of the total nurabenrolled in tertiary education.

The last HE category contains today 44 Private Hiidisled almost exclusively from private sources,
mostly by the their students (who are entitledeceive the same study grants as students of public
HEIs). In the academic year 2011-212 they had abbuhousand students that is 13 % of the total
number of enrolled in tertiary education.

Higher Professional Schools, both public and peyalb not have the higher education status. They
form the last segment of the tertiary sector. Beedhey fall under the School Act, even public HPSs
can charge tuition fees, albeit comparatively spiatl lower than private HPSs. In the academic year
2011-212 HPSs had about 30 thousand studentsstia¥a of the total number of enrolled in tertiary
education.

Nevertheless during the second half of the 19904, particularly after the turn of the millennium,
when substantial changes (such as the strengthefinvgcational education at the tertiary level,
massive expansion of bachelor studies, and settin@f private non-university higher education
institutions) were introduced, the number of stydigces substantially increased — gradually at first
and steeply during subsequent years. It is impbttanote, however, that irrespective of the facty
much short bachelor studies have been supportéidebMinistry as part of the implementation of the
Bologna Process, still about 80 % of bachelors alodirectly enter employment but go on studying
master programmes.

4.  From quantity to quality, introducing performance indicators

From the quantitative point of view, the Czechi&eyt education sector has thus already attained a
level comparable to the average of other devel@pgdpean countries. Already in the academic year
2006/2007 the proportion of enrolled students hapassed 60 % of the respective age cohort, more
than in some other countries with similar educatidradition (as Germany, Austria and Switzerland).
The rapid growth has continued, its dynamics being of the highest among developed countries,
twice as great as the average of OECD countries.ifidrease in the net entry rate was even steeper,
as the relevant age group (full blue line in Figlijewas steadily declining. Finally, in 2010 total
entrants (full black line in Figure 1) were almesgual to the relevant age group, and the net eatey
(broken red line in Figure 1) reached even 70 %.

First critical voices that quantitative expansioaswnore or less achieved, that it should be somehow
tempered, and that one should concentrate on ti#eon of decreasing quality instead, were heard as
soon as in the middle of the first decade of the n@llennium, yet only in 2009 and 2010 some
practical measures were taken. They were parteggring the new strategic material of the Ministry
of Education for the period 2011-2015 which chantiedfocus of further development from quantity
to quality and to the support of further diversition of the HE sector. The funding mechanism load t
be changed accordingly, not only to conform toteti priorities but to become the most efficient
tool how to put them through.

As Martin Trow had shown as early as in the 70l (ater modified for the European context), the

expansion of higher education in the number of esttel has to be coupled with adequate

diversification of HEIs as its corollary. The statlgpopulation has become far more heterogeneous,
students differ in their interests, aspirations atgb individual capacity, moreover they have to be

prepared for diverse positions in society and tbenemy. At the same time, it is necessary to

maintain the high standard of best universities #iha so important for the future of society.



While the HE sector has to fulfil many functions, single institution is able to engage and comete
all of them. The range of functions naturally leéalshe range of different characters and qualities
individual institutions. They have to “profile theelves” that is to focus on those activities they a
doing best. Alongside with top research universitibere would co-exist other HEIs focused
predominantly on teaching and on their third fuorctior mission/role). The main aim of the new
funding mechanism is to support them all, to gu@no all of them adequate funding they need in
order to reach their specific aims.

As a result, it has been decided to introduce a neehanism of performance based funding
encompassing the whole range of activities HEIslcc@erform. Three measures have been taken.
First, the Performance Based Funding was introdoceyl in certain parts of the budget allocated to
Public HEIs and its proportion has been gradualty@asing. Second, further expansion of the sector
has been capped by limiting the number of new stisdidnat would be funded by the state. And third,
both measures were linked together — for each R&Ehumber of students funded by the state would
depend on performance indicators attained. Itus tiear that the choice of performance indica®ors
very sensitive as it would significantly affect thehaviour of HEIs and their further development.

Measuring research performance objectively posesiapproblems. Yet only by using performance
indicators it is possible to overcome traditionppeaches based on subjective assessment. In this
respect the new mechanism of Performance Basedirtguwdas able to use indicators already
developed for funding all research, both in andideat HEIs, particularly in institutes of the Academ

of Science and in the research institutes of vargnvernment departments.

A reform of research funding started in 2006, whew Government regulations on research
stipulated (following the 1998 HE Act) that all eesch funding from public sources should be
allocated competitively. Two channels have beed éiseallocating the state budget for HEIS research
since: first, institutional funding, that is direstipport of HEIs in proportion to their R&D results
measured by a newly introduced database of R&Dubutpall research institutions (RIV system), and
second, targeted funding by gaining research gfemts specialized grant agencies, various ministrie
and government agencies. Funds allocated by baitnets are of similar size.

The RIV system (an abbreviation for Information Regy of R&D Projects) has been the first attempt
to objectively measure the R&D output by standaetimanism in the Czech Republic. All categories
of R&D results were measured by acknowledging tleewgertain defined number of so-called RIV
points. Table 2 illustrates, first, that RIV poisisee awarded for all types of results — for selMgrzes

of publications, patents and other results of &gplesearch — and second, what proportion of points
was gained by various categories of research utisiis.

The Research and Development and Innovation Information System
in the Czech Repubilic (IS VVI)

Information Register of R&D Results (RIV) 2011 Research institutions (RI)

Total Higher Academy  Other Public Private
Education of Sciences

Jimp-article in an impacted periodical 60.6 % 31.7% 20% 5.6% 03%

Jneimp—article in world database SCOPUS, ERIH 59% 3.8% 11% 0.9% 0.1%

Publications  Jpejmparticle in the Czech reviewed periodical 51% 38% 04% 07% 0.1%
B,C-monograph, chapter in a book 9.7% 70% 1.7% 0.9% 0.0 %

D-article in proceedings 21% 22% 0.4 % 0.1% 0.1%

Patents 1.0% 0.4 % 0.4 % 0.1% 0.1%
Results of applied research (prototype, pilot plant, software, ...) 15.0 % 9.3% 1.0 % 2.9% 18 %

Total 100.0 % 58.3 % 281 % MN2% 24%

The system has been heavily criticised (and alsknamed as a “coffee-grinder”) as being unfair and
focused on applied research, and has already lztyn modified. Yet at this moment there is nothing
else to replace it



The existence of RIV system and the informatiohegdd by it was one of the important pre-requisite
for Performance Based Funding of higher educati@t began to be gradually implemented three
years later. Figure 2 illustrates how RIV systemwsrking and its relation to a well-known
internationalScopus database (all data have been taken f8oilAGO World Institutional Report SR
2012).This relation is very close, as can be seen bypesing the outcomes of Czech HEIs by the
number of citations in th&opus database and by the number of gained RIV poinigegally for
articles in impacted periodicals). It also showet tind how the research performance of Czech HEls
differs, indicating the difference between basisearch (illustrated by circles) and total, basid a
applied, research (illustrated by triangles): therter their distance, the greater is the proporad
basic research. It makes quite clear that the nenfoimance Based Funding will have a great impact
on the behaviour of Czech HEIls, and also may havengortant role for instance for their
categorisation and diversification.

R&D results (RIV) and citations in Scopus database
Public higher education institutions, Czech Republic 2011
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5.  Gradually introducing Performance Based Funding sice 2009

The Performance Based Funding is being implemesnédstep by step. The Ministry of Education is
fully aware of the fact that drastic changes in ey how funds are allocated would introduce
insecurity into the budgets of HEIs and could hamme unforeseeable adverse results and
complications, and that a measure of stability &hbe maintained. It has been agreed that chamges i
the calculation of budget allocations could havly anvery limited effect on new budgets of HEISs, in
the range of plus/minus 10 % as compared to budgfetie previous year. If new parameters or
indicators are considered, they must be backedebgilfility studies showing their sustainability,
benefits and threats, and possible impact on thexbeur of HEIs.

When Performance Based Funding was introduced pngpthe 2009 budget, it was limited to 9 % of
the overall HEI budget. For the first time, a coefmnsive system of indicators and their weights was
devised. It was perhaps too simple, but it includddhe main areas of evaluation: performance in
research, quality of studies, and internationabsatThe possible effect of this innovation is slitated

by Table 3.

Table 3:

Budget 2009: Public HEIs funding: 91 % Prrdent (and Graduate) Funding (SGF),
9 % Performance Based Funding (PBF)




PBF 2009 Indicators and their weights: R&D res(RbB/ points) — 50 %
Income generated by the HEI — 15 %
Number of Full and Associate Professors (FTED%
Students mobility (incoming and outgoirgd}5 %

Since 2009, the gradual implementation of Perfoceaased Funding has continued. The
mechanism has been perfected by discussing it keitihesentatives of HEIs and by introducing
further, mostly still more comprehensive indicajasd when the 2012 budget was prepared, another
much bolder step was taken.

First, the proportion of PBF has been increasecertiman twice, to 20 % of overall budget of HElIs.
And second, the composition of indicators has becomore sophisticated, all the three areas have
included further important indicators, such as tgaabtained, employability of graduates and
collaboration with foreign institutions (see Ta#l)e

Table 4:

PBF - budget 2012: 80 % Per Student (and Graduate) Funding (SGF)
20 % performance Based funding (PBF)

PBF 2012 Indicators and their weights:

Performance in research and artistic activities — 3 %:

Performance in research activities (system of RBNn{z based on number of journal articl
publications, patents, applied research)

Performance in artistic activities (system of RUMms based on register and classification of trtis
performance indicators)

Funds for research gained by the HEI through compefor grants
Income generated by the HEIs

D
w

Quiality of study and Employability of graduates — 3 %:
The professional quality of teachers (measuredhey dtaff structure because of lack of relevant
indicators

Employability of graduates (unemployed in the paiid 6 months to one year after graduation)

Internationalisation and mobility — 27 %:
International collaboration with foreign instituti®
Number of foreign students

Self-funded students

Students mobility (incoming and outgoing)

The effect of the increased proportion of PBF te tverall budget (see Figure 3) is really quite
significant, especially as the new approach hasyegun to be used and the right mix of ingredients
still tested. Beside its practical value, the n@praach can serve as a powerful analytical toguf€

3 illustrates that it has already had a visible&fbn differentiating Czech HElIs.

In 2012 20 % of Public HEIs funding were allocatsdthe above PBF indicators. As illustrated by
Figure 3, “winners” are indicated left from the eage value (VVSCR, a white column), and
“loosers” on the right side. The best “researchetypniversities are indicated as the first three
columns on the left (UK — Charles University in ua, VSCHT — Chemistry and Technology
University in Prague, andVUT — Czech Technical University in Prague). On thleer hand, many
HElIs in the right part of the range clearly focuspreparing qualified and employable graduates (for
example, UHK — University in Hradec Kralové, JU eugh Bohemia University iGeské Budjovice,
and OU - University in Ostrava); also schools matieactive for foreign students can be easily
identified (for example, MU — Masaryk University Brno, and VSE — Prague School of Economics).
One can also see that both pulslan-university HEIs (two last columns on the right, VSP Jihlava —
Industry HEI — and VSTE — Technology and Economyl)Hiave gained very little from the new
mechanism.



Proportion of HEI's budget based on quality and performance criteria
Czech Republic, public higher education institutions, 2012
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6. Budgetary cuts and discussion on tuition fees

The current situation is affected by the financiddis and government budgetary policy. According t
the three-year saving plan passed by the Parliamécember 2011 the education budget should be
cut by 20 % by 2014. To make the situation evensepfunding of higher education in the Czech
Republic has been problematic for a long time, wbempared with other EU countries (see Figure
4). In the last 20 years, the increase in fundiag been never compensated by the increase in the
number of students. The last 3 years, from 2009odsy have only strengthened this adverse trend.
Austerity in education has added fuel to a nevelirgndebate about tuition fees and other income
from private sources.

Expenditure per student relative to GDP per capita
CZ 1995-2012 and EU21 1995-2009
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Source: OECD methodology; till 2008 - real data from the OECD database; CZ 2012 - based on MEY'S and MFCR preliminary data.
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General introduction of a tuition fee in all pubHEls is a very sensitive and contested politisalie

in the Czech Republic. It was almost introducedhi@ mid-nineties, when a Bill, modelled on the
Australian HECS, was prepared and was voted doviherast minute. The idea has always emerged
again when a centre-right government came to paw&006, but again its implementation failed
(when a centre-right government was voted dowrhatkeginning of 2009 during the Czech EU
Presidency). After the last elections in 2010 anekrsewed victory of a centre-right coalition, the
introduction of tuition fees together with a studenpport scheme has even become a part of the
Government Programme. However, it has proved tiobelifficult to devise a loan system guaranteed
by the state, and today it seems that only a \eriyeld registration fee at the beginning of eaaimte
might be introduced (2013/2014), covering on averagproximately one tenth of full study costs
(about 200 €).

The disapproval of the introduction of tuition faaspublic higher education is gradually growing in
Czech society. Tuition fees are only supported hy% of respondents according to a survey
conducted in September 2012. Three years ago they still supported by 29 % of respondents.

On the other hand, a limited use of tuition feepulic HEIs was introduced in particular instances
by the 1998 HE Act from 2006. While in public HEl&ere only exists a sanction fee, in private HEIs
the fee should cover most or all study costs. ghér professional schools, that is the non-higher
education segment of tertiary education, tuitieesfare charged in both public and private instits;j
accordingly, their range is very wide, from 20Gtaeptional 5 000 €. Altogether tuition fees arigl pa
approximately by a quarter of students of terteaycation.

Beside tuition fees — that is income generated fnomseholds — HEIs can generate income from the
business sector. Taken together, the total incaoma private sources is not too low, it amounts@o 2
% of HEIs budgets. To increase it, it would be 13saey to introduce tax incentives for enterpriges t
stimulate their co-operation with HEIs. Unforturgfeits most effective form, co-operation in
research, is still developed very little, in faittis inhibited by the current tax system. Howeube
pending tax reform has not found much supportéRharliament and in the general public.

7. Conclusions — funding and HE transformation

The Czech experience can be summed up by stregsihdghe funding system is a powerful tool of
indirect steering, that can be effectively used ooty for achieving strategic aims in a long-term
perspective, but also for implementing short-tebjectives.

The choice of the funding model, its parametersiaditators is of utmost importance. They should
be transparent and easily understood by both Hitlsgeneral public, they should closely correspond
to the aims of the long-term development of higleelucation, and they should be applied
systematically, without interruption, and unsubttdad doubts about main principles. Only indicator
can be discussed, and they have to be appliedynett sensitivity, as they will significantly aftabe
behaviour of individual HEIs.

At the same time, it is necessary to warn thatctimeent period of budgetary cuts and of passionate
discussions about the introduction of tuition feegather ill-disposed towards reforming rules how
fund higher education. The same also applies teentiinstability and turbulence of our political
scene. It is too difficult to implement such refarim times of austerity and deep cuts affecting not
only HEIs but also the families of present and faitstudents.
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