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Figure 1: Development of number of students subscribed in higher professional education (HBO) and
universities (WQ)
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Note: The number of students subscribed 1n Umiversities in 1973-1974 1s not available
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Table 1: Funding of higher education

Universities of

professional education

Research-intensive

universities

Lump sum budget 65.0% 63.0%
Tuition fee 18.5% 5.0%
Contract activities 6.5% 25.0%
Other income 10.0%% 5.0%;

100.0% 100.0%
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Table 2: Tuition fees through the years

1996/97|1997/98(1998/99(1999/00|2000/01

Tuition fee (euro) 1089 [ 1168 | 1248 [ 1278 | 1304
Twition fee ratio, research- | 18% 19% 19% 19%
intensive umiversity

Tuition fee ratio, umversity| 20% 21% | 22% | 22%

iof professional education

Source: Report ‘Public funding of higher education — a comparative study of funding mechanisms in ten countries’ by Frans
Kaiser, Hans Vossensteyn, Jos Keelman, November 2001
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Figure 2: One-tier and Two-tier Board
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Table 3: Total number of employees versus teaching and supporting staff

Universities of Research-intensive
professional universities
education

1996 |1997| 1998 | 1996 |199? | 1998

Number of employees (1 000 fte)] 206 209 212 392 39 39.6)
of which supporting personnel 8 812 g3 18.9 18.8 18.9
Ratio 1996 | 1997 | 1998 | 1996 | 1997 | 1998

*student/employee 128 129 133 41 4 3.9
*student/teaching staff 209 212 221 183 182 17

Source: www.minocw.nl/budget 2001
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Primary Secondary Total
education education
Demand 1 full time 24 000 25 000 49 000
equivalents
Supply = enrolment 16 000 6 000 22 000
students teaching
[programs
Shortage = other 8000 19 000 27 000
necessary enrolment
Sourge: Minisiry of Educaticn, 19 July 2002
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Table 5: SWOT analysis

Strengths Weaknesses
- Autonomy of universities - Financial position higher education
" Independent supervision on risks - Dependence on state funding
and financial distress (meg?fer}l - Unclear regulations about funding
Well organized planning & control (Cause of supposed abuse?)
systems - Price setting regulated by law

- Division of responsibility for higher
education between Mimister of
Education and Mimister of

! Thiz can only be concluded for universities of Agriculture
professional education.

Opportunities Threats
- Bachelor-Master structure - State banking: loss of autonomy for
- Sandwich programs universities
- Shortages higher educated people |- More savings on education proposed
(development labour market) by the government
- Knowledge-driven economy - Missing the possibility to make use
- New allocation system of alternative forms of financing
- Experience with instruments of risk |-  Lack of market forces (no

control competition)
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JC A DRMNRNDTHD, TDZLiF, BMERDZLNTE S,
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APPENDIX A - FUNDING IN DETAIL

BERFZOERMIG

Funding of universities of professional education

Funding of universities of professional education and research-intensive universities is drawn
1in the following diagram:

State funding
(Miniztry of Education)
Other —0 ) Universities of Tuition fees
income professional education {students)
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Source: Ministry of Education (adapted)
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1990 1993 1994 1995 1996 1997 1928 1999 2000
IOCenW 723 843 1038 1035 1075 1108 1130 1140 1 140
LNV 44 49 53 52 hE] 53 53 43 51
[Total 767 892 1092 1087 1129 1161 1183 1183 1191

Source: www_cfi.kennisnet.nl

Almost the entire teaching allocation (first flow of funds) for the universities of professional
education 1s formula-based. There are no floors m the allocation except for special
arrangements taken for funding of Art schools and a few teacher-traimning courses.

For the funding of universities of professional education. the following basic formula
generates the amount of funds allocated for teaching:

Amount = funding tanff x dynamic demand factor x enrolment

There are two funding tanffs for full-time students, one for programs with a strong practical
character and one for programs with a social science (so-called gamma) character. Previously,
there were six “profiles”™ Still, there are some special arrangements for students in performing
arts, music, theatre and teacher tramming. For part-time students, 73% of the rates apply. Should
tuition fees be changed. the level of funding rates will also be adjusted.

The funding rates are not applied to the number of registered students. but to an estimate of the
teaching load (“student demand™). This teaching load 1s in turn dependent on enrolment and a
so-called dynamic demand factor. The formula for thas factor 15 as follows:

Dynamic demand factor=[DGx4.5+D0x135]/(TG+TD)

where:

DG the mumber of HBO-degrees awarded (during previous year)

DO the mumber of students that dropped out (during previons year)

4.5  the normative funding period for HBO-graduates (4.3 vears)

1.35 the normative funding period for HBO-dropouts (1.35 years)

TG  total period (in years), duning which graduates have been enrolled before graduation

TD  total period (in years). duning which dropouts have been enrolled

The dynamic demand factor can be mterpreted as the ratio of the normative funding period and
the actual registration period for graduates and dropouts. In case of graduates or dropouts
taking more time before leaving the vniversities of professional education, the operation of this
factor implies that the university receives less funding  If a university would be able to bring
down the time to graduate or the tume to drop ouf, this would only affect funding if the
graduation (or success) rate rose simultaneously. This is due to the fact that total enrolment
decreases along with shorter peniods of stay.

However, both options bring along larger costs for the university of professional education. In

all cases, the funding formula intends emphasise performance, especially in terms of
graduation rates.
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Funding of research-intensive universities

1 Ministry of Education

NWO
First flow of fands
Second flow of funds

Research-intensive " Students

universities Tuition fees
Third flow of fands
Srate fanding
European Union
Government
Non-profit
inst'!tltiu-ns Academic Former
Business hospital personnel
Perzonnel
Students

Source: Ministry of Education (adapted)

The funding of research-intensive university consists of three flows of funds. The development of
these flows 1s as follows:

354

300
f 15H
g T
B
i 1.5
=
=
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L] 135 197 et £
L kit fcm o fasla Dratar fiesa of fada

Source: Annual reports research-intensive universities (Cfi)
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m % of total

1990 1995 1997 1998 1999
[Net state funding T3.0% 69 1% 66 9% 65 7% 65.9%
[Tuition fees 5.9% 6.5% 5.9% 6.1% 6.1%
[First flow of funds (net) 78.004 75.6% 72.8% 71..% T2.0%g
[ncome contract activities 12.3% 15.6% 16.2% 17,9 18.2%|
[nterest 1.3% 1.4% 1.4% 1.5% 1.3%
[Other income 6.2% 6.6% 8.99% 8.6% 7.9%|
[Third flow of funds 19.7% 23.6% 26..% 17.5% 17.3%
[Other contributions 0.8% 0.8% 0.6% 0.8% 0.7%|
ICapital mutation 0.6% - - - -
iDther 1.4% 0.8% 0.6% 0.8% 0.7%]
[Total income research intensive
mniversities 100.0%  100.0%  100.0%  100.0% 100,005

Since 2000, funding has been based on the so-called “Performance Funding Model”™. This
means that state funding 15 made more dependent of umiversity results. The budget 1s
composed as follows:

30% of the budget 1s based on achievement. Achievement 1s measured in terms of diplomas
and Master degrees (final exanunation). A moving average will be used for measunng the
number of degrees. On the basis of first-year enrolments. (only) 13% of the teaching budget
1s allocated. The underlying rationale for this component 1s that students are believed to base
their choice of university on the quality of programs offered. However, this reasoning may
not be valid in a non-transparent higher education market and students mayv use other
selection criteria. The third component in the list above 1s a constant allocation per umversity,
representing 37% of the total teaching budget (in 2000). This element 1s to provide stability
in funding for the universities.
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With regard to state funding for scientific research, more funds will be made available for
innovative projects.

As shown in the diagram, the second flow of funds for research-intensive universities comes
from NWO (Nederlandse organisatie voor Wetenschappeliik Onderzoek). Dutch
Organisation for Scientific Research. This institution pays the salaries of researchers (and
support staff) working etther in NWO-universities (40%) or in research-intensive universities
(60%). It also contribuies to other costs or investments, but the larger part of material and
overhead costs are to be paid by the recerving university. The universities pay these costs out
of the funds they have received for commercial contracts. NWO acts as an intermediary in

granting funds for separate research proposals submutted by individual researchers seeking
funds for their projects.
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APPENDIX B - BACKGROUND INFORMATION

General remarks concerning information presented in this appendix:

The financial amounts mentioned in Appendix B are all in euros.

The mformation collected by Cfi refers only to education funded by the Ministry of Education. not
Agriculture.
The information does not mclude facts about research-intensive universities and acadenuc
hospitals.

The number of universities

47 Universities of professional education,

14 Research-intensive umversities (one Open University ) Open Universiteir)

Universities of professional education

bl I

—_——
—_ o

—_
i

—_—
S e

—_—
oo

20.
2L
.
3.
24,
23,

Amsterdamse Hozeschool voor de Eunsten. Amsterdam
Christelijke Azanische Hogeschool Dronten, Dronten
Christelijke Hogeschool De Dnestar, Gouda
Christelijke Hogeschool Ede, Ede

Chnistelyjke Hogeschool Moord Nederland, Lesuwarden
Christelijke Hogeschool Windeshemm Fuwolle

Dr. Gemit Raetveld Academie, Amsterdam

Fontys Hopescholen, Findhoven

Gereformesrde Hogeschool, Zuelle

Haazse Hogeschool, ‘s Gravenhaze

Hanzshogeschool Groningen, Gronmgen

HAS Den Bosch, ‘s Hertogenbosch

Hogeschool Brabant, Breda

Hogeschool De Horst, Diicberzen

Hogeschool Delft, Delft

Hogeschoo! Dhedenoort, Wageningen

Hogeschool Domstad, katholieke lerarenopleiding
basizonderwijs, Utrecht

Hogeschool Drenthe, Emmen

Hogescheol Edith Stein' Onderaijscentrum Twente,
Hengelo

Hogescheool Helicon, Zexst

Hogeschool InFHolland Themen

Hogeschool PABO Amsterdam Alkmaar, Amsterdam
Hogeschool Leiden Leiden

Hogeschool Fotterdam, Rotterdam

Hogeschool van Amcterdam, Amsterdam

26.
7.

18,
3.
30.
3L

32
33.
34
33.
36.
37.
38.

39.
41
42
43
45.

47.
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Hogeschool van Amham en Mymegen Ambem
Hogeschool van Beeldende Eunsten Muzek en Dans,
‘s Gravenhaze

Hogeschool van Utrecht, Utrecht

Hogeschool voor de kunsten Utrecht, Utrecht
Hogeschool voor Economizche Studies, Amsterdam
Hogeschoo! voor Muziek en Dians Rotterdam,
Fotterdam

Hogeschool Zeeland, Vlissingen

Hogeschool Zuyd, Heerlen

Hotelschool Den Haag, “s Gravenhage

Internationale Asransche Hogeschool Larenstem Velp
Lzelinge Educatieve Facultert, Dostinchem

Eatholiske Pabo Zwolle, Zunolle

Marmx Acadenme Pc. hogeschool Lerarencpleiding
Bamisonderwnjs, Utrecht

Maztionale Hogeschool voor Toensme en Verkeer, Breda
Moordehjks Hopeschool Leswwrarden Leswrararden
Pedagomsche Hogeschool De Kempel, Helmond

RE Techmische Hogeschool Rijswijk, Rijsunk
Samon Hogeschool Enschede, Enschede

Stichting ArtFz, Arnhem

Stoas, Wagenmgen

The Design Academy, Emdhoven

Van Hall Institimit, Leewararden




(&)

Research-intensive universities

Universiteit Leiden Leiden

Universitert Utrecht, Ultrecht

Frasmms Umiversitert Rotterdam Fotterdam

Universiteit Maastricht, Maastrcht

Universiteit van Amsterdam  Amesterdam
mje Unrversiteit Amsterdam  Amsterdam

10.
11.
12

14.

Eathoheke Universiteit Miymegen Mymegen
Unrversitest wvan Tilburg

Technische Umiversiteit Delft, Delft
Unrversiteit Emdhoven Emdhoven
Unrversiteit Twente, Enschede

Wapgemmgen Universitert, Wageninpen
Open Universitert, Heerlen

Total income of universities of professional education

2 2000 -
H
i
3
¥ 1.500 221 240
B 203 203 1
25 249 260 280
3
«E & 1.000 -
58
-
£2 0. 1.064 1.121
B
2
(=4
3
2 0 : : :
g 1985 1996 1997 1888

|l State funds (Ministry of Education) O Tuition fees O Other income

Source: Kemeijfers Cfi

3.

Recurrent (annual) income from state funds and the way this varies in percentages between

universities

students subscribed.

Approximate relative costs of main institutional activities; teaching and student learning;

4. Any capital funding received from state funds

The mcome — state funds — of universities of professional education 1s presented in the graph

above. The diversity in the income from state funds per university depends on the number of

research; other activities (e.g. consultancy, social and cultural activities etc.)
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Distribution of total income (in %)
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#
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1996 1997 1958 1999 2000

|I5tatei1..nc|ing B Tuition fees O Commercial activiies 0O Other

Source: HMI 2001

6. The value of state funding for teaching per student and the way this has varied over the past

10 years
2.500
f 2,000 |
Ll
g
8 1.500 4
i
i
E 1.000 4
z
; 500
&
w
G p
1996 1997 1998 1999 2000
O Expenses per student of research intensive university
B Expenses per student of university of professional education

1996 | 1997 | 1998 | 1999 | 2000

Expenses per student university of

professional education 1978 | 2019 | 2019 | 2060 | 2 060
Expenses per student research intensive
university 1833 [1752 | 1674|1874 2119

Source: Kemcijfers 2001 Ministry of Education € correct?
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7. Value of assets which the universities control
See balance sheet per 31 December 2000

Balance sheet
31-12-2000
{amounts ¥ € | million)

Fixed assets

Cutrent assets

Total assets

Caprtal

Sundry Provisions

Long-term debt

Current liabilities

Total liabilities

TUniversities of Research intensive Total
professional educ. Univ, (excl. open en azr.)
1.592.6 71,1% 24087 63,00 4.001,3 66,00
646.0 15.0% 1.4144 37.0% 20604 34.0%
21,2386 100,0% 38231 100.0% 6.061,7( 100,0%
5717 25,5% 23511 61.5% 29228 48.7%
2135 0,6% 3301 800 334.6 0.1%
770 34 4% 90,1 T A% 861,1 14 7%
6804 30.4% 1.0427 27.3% 1.723.1 28.4%
12386 100,0% 38231 100,0% 6.061,7[ 100,0%

8. Annual surplus as a percentage of income and the range hetween universities

see mcome statement

Income statement Universities of Reszearch intensive Total

year 2000 professional edue. Univ. (excl open en agr)

(amounts x € 1 million)
State funds 1.307.9 66,8% 26073 62, 7% 39152 68, 7%
Tution fees 369.8 18,9% 193.1 5.2% 5629 0,08
Contract activities 140.8 7,2%) 6375 17,07 7782 13,7%
Other income 1395 7,1% 3049 8.1% 4444 7.8%
Total revenues 195801 100.0% 3.742.8] 100,00 ST00,8  100,0%
Personnel costs 1.305.6 §9,2% 22947 50 4% 35302 62,7%
Housing costs 201.4 10,7%| 2426 6.5% 444 0 7.9%
(Oiher costs 3808 20,2%| 1.276.,5 34.1% 1.657.3 20.4%
Total costs 1.887.7] 100.0% 3.743.8] 100,00 56315 1000%
Operating result 70,3 -1.0 09,3
Financial results -25.1 41,7 16.6
Net income before ext.res. 452 40.7 85,0
Extracrdinary results -8.0 0.2 -1.2
Net incoime 37.2 41.6 T8.8
KE}' ﬁgu]‘es Universities of Research intensive Total

year 2000
Solvability 48.2%
Current ratio 1.20
Profitability 1.4%)
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9. The number of universities which in the past 5 vears:

had an annual deficit
had financial difficulties requiring state intervention or other external help

merged or were taken over for reasons partly connected to financial viability

Approximately between 14 and 25 universities of professional education (30-45%)
had an annual deficit during the past 5 years. We do not have long term information
regarding the financial position of research-intensive universities.

Universities of professional education do not receive support form the government
when they have financial difficulties. Srichting Vangner HBO advices and helps
universities of professional education reorgamise and supports them with financial
management. An average of 20 universities of professional education are monitored
more intensively, and 5 universities of professional education are paid extra attention
to. The number of universities of professional education with bad financial positions

decreased in 2000, compared to 1999,

The reason for universities of professional education to merge or be taken over is
difficult to assess. Reasons for mergers or takeovers may be:

quality improvement;

regional representation;
mmprovement of financial situation;
attracting more students;

being a more interesting employer.

o0 000

We assume most mergers not to be related to financial distress.

In the near future, more mergers between universities of professional education and
research-intensive universities will be possible.

Research-intensive universities are confronted with a deteriorating solvability. The results of
six research-intensive universities are negative. The shortage of state funding available for
these (all) umversities 15 even more serious in the light of the necessary investments in real

estate.

Most universities have increased their estate property in the 70s. These buildings

however now no longer fit current requirements of use, safety and environment.

Fommally a university can go bankrupt. But 1s the question 1s if the Minister 15 not obliged to
interfere when an institution threatens to get bankrupt  This 1s called “Ministerial
responsibility " in the Netherlands. The answer to this question remains to be seen.
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APPENDIX C - KEY ISSUES RELATED TO FINANCIAL VIABILITY

1. How can we measure or recognize financial sustainahility?

Financial sustainability can be measured or recognized by using indicators about
financial position. number of students and quality. Indicators should be formmlated and
standards for these indicators defined Based on these indicators previous performances
and trends can be determined. On the basis of forecasts future developments of these
indicators can be predicted too. This method 1s part of the Early Warning System (EWS)
used by Stichting Vangner HBQ. The EWS can be used as an instrument to show the
consequences of forecasts and of various scenarios, including a worst-case scenario.

The advantage of a system, which measures the development of indicators, based on
periodic information about realised and expected outcomes is that it requires a well
functiomng planning & control cycle. Necessary ingredients to such a planning &
control cycle is a long term forecasts and scenario planning.

2. To what extent are universities able to manage their own financial sustainahility?

Universities are able to manage their own financial sustamnability, if they have enough
financial means at a macro economic level

3. What indicators can be used to classifv universities as strong and vulnerahle?
In order to assess the performance of umiversities and to classify them as strong or

vulnerable three kinds of indicators can be distinguished:

1. Fmancial indicators:
® solvability
® current ratio

= profitability

2. Student-related indicators:
* number of students
= number of employees related to number of students

3. Quality indicators:
= student satisfaction
= employability of graduates, etc.

4, Other indicators

® Balanced mechamism

= Negotiation at sector level
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4. What is the relative importance of different factors in determining nmiversities’
financial sustainahilitv?

A limited list of factors determining financial sustainability 1s given below. It 15 difficult
to rank the factors in order of importance due to some factors influencing each other. For
example, state funding depends on the development of the number of students; the
economic situation and relative importance is influenced by diversity of activities and
funding sources. We arrived at the following order of importance:

1. State funding and policies form the basis for the financial sitvation of most
universities of professional education. For both universities of professional education
(HBO) and research-mntensive universities (W), state funding 1z the most important
source of funds.

2. Management quality_determines whether correct strategic decisions are made. In
many cases weak management means a weak financial situation.

3 Twype of institution 1s related to state funding on the one hand and the opportunity to
use other funding resources on the other hand. A small institution has a higher risk of
changes in student demands than an institution, which offers a broad spectrum of
educational programs.

4. Strength of assets and reserves. forming the capital of the university, influences the
power to deal with financial setbacks.

5. Growth of universities (e.g. student numbers). Our benchmark studies do not show a
clear link between the growth of a university and its financial results. but when large
capital outlays are necessary then smaller umiversities are faced with greater nisks.

6. Diversity of activities and funding sources. Research-intensive universities have
more sources of funds than umiversities of professional education. This makes
universities relatively less dependent on state funding

7. Governance. In addition to management quality, governance as a whole influences
the financial position.

8. Economic situation in the country influences government policies, and in doing so the
financial means available for education. If savings are necessary umiversities for
higher education too will be confronted with less state funding.

9 History of the university is related to the growth of the university. A umiversity with
a good reputation 1s expected to have a constant or even increasing number of
students. Among other factors. this determines the amount of state funding. History
of the financial position of an institution is important too. An institution with a weak
financial position over a longer period of time will not increase confidence in 1ts
future prospects.

10. Academuc culture. An academic culture will hardly influence financial sustamnability.
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What examples can be found to monitor the response of universities to financial
problems?

The following examples show different ways in which uvniversities may deal with

financial problems:

* Reorganizing, in the form of defining a new organisation structure or by releasing
personnel;

=  Merging, takeover or joint ventures: mostly to realise concentration of activities in a
certain geographic area;

= Starting new disciplines/courses in order to attract new students or new groups;

= (Concentrating various buildings in one location so as to reduce housing costs;

=  Qutsourcing of supporting or risky activities.

In what way did government policies help universities solve their problems?

The Dutch government does not help vmiversities on an individual basis.  The
government can make additional budgets available for the educational sector as a whole.
Other assistance can be offered by a less strict interpretation of existing regulations.

How are strong universities without financial problems to he characterized?
Strong universities are characterized by:

=  good management;

=  strong Human Resource Management;

= well functioning Planning & Control with rolling forecasts:
®=  dedicated investments in new disciplines and housing.

In what wayv did government policies help the universities to achieve this?
Government policies helped the umiversities indirectly. The trust Stichting Vangnet HBO
{(implementation of Early Wamning System) offered universities of professional education

a financial advisory body and showed them the need to mmplement a planming & control
policy.
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