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Foreword

By Jonathan Slack
Chair of the EQUAL Group and
Chief Executive of the Association of Business Schools, UK

This Report arises from the collective interest of the EQUAL membership (see below) in the Bologna
Reform process and the creation of the European Higher Education Area (EHEA). With 2010 rapidly
approaching as the deadline for full implementation, there have been significant developments in the 46
countries which have signed up in terms of improved transparency, recognition and harmonisation of
their Higher Education systems.
With moves towards for example the emergence of three main cycles of higher education provision,
more common nomenclature of programmes and titles and the agreement to general descriptions of
learning outcomes at the three different levels, there has been considerable progress towards achieving
the original aims of the Bologna declaration.
However, there has been less attention paid within the Bologna process itself and outside to the issue of
funding for this provision and how this might differ in different countries and over time and in relation to
the quality and quantity of education being provided from the public purse and by other means.
Despite the creation of the EHEA, there are currently many variables in evidence across the seven
countries covered in the Report and exact comparisons are admittedly quite difficult. However, these
variations are identified and discussed and then the best approximations are made. The Report reveals
that public and other funding for business and management students varies very widely across the seven
countries studied and this also raises the extent to which different countries see such provision as „a
public good‟ and/or a personal investment by students and thus the resulting commitment to fund it
publically and/or facilitate additional funding by other means.

Members of EQUAL comprise:
AACSB International
Association of Business Schools
AEEDE
ASFOR
Association Nationale des IAE
Association of Danish Business Economists
BMDA
CAMBAS
CEEMAN
CFBSD

EFMD
Le Chapitre
Polish Forum
GMAC
Sivilokonomene
RABE
SEFE
Civilekonomerna
VSNU
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The Executive Summary
The focus of this paper is the higher education funding system in seven European countries (Denmark,
England, Finland, Germany, Norway, Sweden, and Switzerland) as it illustrates and compares the
allocation of public funding per capita to Business & Management students respectively to Engineering &
Technology students. The results demonstrate that the amounts allocated per student and year (in 2007)
differ considerably between 2‟030 and 6‟720 EUR in the area of Business & Management respectively
4‟673 and 12‟731 EUR in the area of Engineering & Technology. On average, Engineering & Technology
students receive 2.30 times the resources of Business & Management students. In addition, the results
demonstrate that the seven countries can be divided into three groups with distinctive policies regarding
this resource allocation. The paper moreover discusses the seven countries higher education institutions‟
possibility to charge tuition fees and demonstrates that different solutions have been chosen by
politicians in order to obtain sufficient funding for their higher education institutions. Reflections and
recommendations, particularly regarding the future resource allocation methodology in Sweden, are
provided as well.
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1

Introduction

1.1 Background
To attain an effective higher education system requires the right combination of sufficient funding, trained
and talented employees, adequate facilities, state-of the art equipment and motivated students ready to
learn. But higher education faces problems throughout the world as many universities are underfunded
which often raises worries about quality.1 In general, high quality education can be translated into higher
costs per student but this demand has, in most cases, to be balanced against an excessive burden on
tax payers. The question of whether the resources devoted to higher education yield adequate returns to
the investments made figures prominently in the public debate.2 Apparently, it has in many countries
become difficult to maintain a reasonable level of quality when the number of students has grown rapidly
and the major question that has circulated among experts and specialists in the field has been whether
public funding should be the almost exclusive source of financing.
Expenditure on higher education is often measured in terms of expenditure per student since such a
measure provides a good starting point for evaluating the effectiveness of different models of educational
conditions. In 2005, Sweden‟s expenditure on higher education per student did exceed the OECD
average by around 50 percent and in international comparisons overall during the last years, Sweden
has, together with Switzerland, the United States, Denmark and Norway, been ranked somewhere along
with the top five among all OECD countries.3
But for Sweden these very positive numbers are somewhat misleading since they do not measure quality
and effectiveness. Sweden‟s high expenditure per student, over 70.000 USD in 2002, was the result of
the cumulative expenditure on educational institutions over the average duration of studies, a duration
that with over 5 years is amongst the longest as well among the OECD countries.4 A further problem
seems to be that the survival rate for those entering university education is low in Sweden (61 percent) in
comparison to the OECD average (70 percent) which, according to particular briefing notes to the OECD
report of 2007, explains a large portion of the difference between the enrolment rate (80 percent) and the
graduation rate, which in Sweden is only 37.7 percent. 5
What is even more dangerous though when it comes to Sweden‟s expenditure per student is the fact that
this measure has been shrinking by 15 percent in terms of constant prices during the period from 1995 to
2002. This is a reduction that is bigger than in any of the 23 other OECD countries that are part of the
comparison except for the three former East European countries Poland, the Slovak Republic, and the
Czech Republic.6 In a newly published report the OECD7 remarks that the growth in tertiary enrolment
rates has increased sharper in Sweden than the OECD as a whole since 80 percent entered a university
program in 2003. This figure has dropped somewhat in 2005 (76 percent), apparently reflecting improved

1

Barr (2005)
E.g. in Chevaillier and Eicher (2002); Hüfner (2003); Barr (2003 and 2005) and Plümper and Schneider (2007)
3
OECD (2005), Education at a Glance: Table B1.1
4
Ibid, Table B1.3
5
OECD (2007), Education at a Glance: briefing notes for Sweden
6
OECD (2005), Education at a Glance: Table B1.4
7
OECD (2007), Education at a Glance: briefing notes for Sweden
2

Resource allocation to business & management students

7

employment prospects for younger individuals, but was supposed to rise “considerably also in the future”,
as the same report outlined.
The above indicates that policy makers in Sweden have not balanced the importance of improving the
quality of educational service with the desirability of expanding access to educational opportunities at
higher education. The expansion of enrolments has simply been faster than increases in educational
investments. In Sweden, as well as in many other countries, the quality of higher education is a central
question but the above points out that there is a trend away from being one of the leading providers of
higher education, measured in terms of expenditure per student, to becoming one in the middle of the
range. Thus, one of the key issues for the higher education system in Sweden must be to improve the
success rate for students entering university education, and increased funding per capita may be one
way to go.
This report is focusing particularly on the resource allocation to students in the field of Business &
Management and it is partly based on a pilot-study of Arwidi and Sandell (2007) who compared the
funding per student in the field of Business & Management in the four Nordic countries Norway, Sweden,
Finland and Denmark. Arwidi and Sandell (2007) point out that the allocation of funds per capita for
Business & Management students in Sweden is lower than the allocation in the other Nordic countries,
namely around 14 percent lower than in Finland, between 20-25 percent lower than in Denmark, and less
than half of what Norway allocates to their students in the same field.
In addition to that, Arwidi and Sandell (2007) outline that the allocation of funds for Business &
Management students in Sweden is low compared to the allocation of funds per capita for students within
the area of Engineering & Natural Science when compared with the relationship between these two
subject groups in Norway and Finland. In Norway and Finland, the allocation of funds is more equal
distributed between the two subject groups than in Sweden, hence the allocation of funds to Engineering
& Natural Science students is only 13 percent (Finland) respectively 22 percent (Norway) higher than the
allocation of funds to Business & Management students. In Denmark, the difference in the allocation of
funds between the two subject groups is equally high as in Sweden, namely over 200 percent. Both
subject groups do receive more funds than what is the case in Sweden though.

1.2 Aim
The aim of this report is to investigate the higher education funding systems in England, Germany and
Switzerland and to establish and compare the allocation of public funds per capita to Business &
Management students. An additional aim is to compare the allocation of public funds per capita to
Business & Management students in these three countries with the allocation of funds per capita to
students in the area of Engineering & Technology. Moreover, the three countries‟ higher education
institutions possibilities for other funding, in particular tuitions fees, will be evaluated and compared. A
final aim then is to combine the different results of this study with the results of Arwidi and Sandell (2007)
and to draw further conclusions regarding the allocation of resources per capita across the seven
European countries studied.

1.3 Method
This report is the result of a mostly quantitative analysis of data published in different databases, in
current research, and data provided directly by particular higher education institutions in the three
European countries, England, Germany, and Switzerland. Initially, the goal has been to repeat Arwidi
Resource allocation to business & management students
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and Sandell‟s (2007) method one by one in order to find as comparable numbers as possible. However,
the higher education systems of many European countries are more complex, more fragmented and
often not as centrally planned as is the case in Scandinavia. In addition to that, to receive access to
detailed data regarding the public resource allocation to higher education institutions seems more difficult
on continental Europe than in the Nordic countries on the whole, most likely due to the circumstance that
„transparency‟ in general is practiced differently. The fact that there exists a large difference in size
(Germany and England) and a large difference in systems (federal states in Germany and Switzerland)
compared to the Nordic countries has, in contrast to the earlier study, been a further reason why the
method applied in this study is more fragmented and includes new and different elements. These were
elements which, for the most part, needed a profound qualitative analysis prior to the quantitative
investigation.
On the topic of Germany and Switzerland, the major problem has been to deal with the fact that the so
called Länder in Germany respectively the Cantons in Switzerland have the major say and the legal
power regarding most issues on the subject of the funding of higher education. The various contacted
institutions themselves were apparently not able to separate these funds easily and neither were they
able (or willing) to separate the funds into different subject groups. Therefore, the best way to process
reliable figures for these two countries as two entities for the purpose of this study, then separated into
subject groups, was aggregated statistical data that illustrated the allocation of funds, or even the real
expenditure, as in the case of Switzerland, in the past years. In England on the other hand, the system of
higher education funding is built up more homogeneous for that (large) part of the United Kingdom, but is
also more transparent, as the funding body for higher education (HEFCE) is very open about their
allocation methods and policies.
A further problem regarding the evaluation of the allocation of funds in the three countries has been the
fact that England, for example, distributes their public funds in form of block grants, which means that
teaching and research are separately funded. In Germany and Switzerland, on the other hand, such a
separation in the allocation is not done by the responsible bodies and therefore also not illustrated by the
different Länder respectively Cantons. This is done though in an aggregated way by statisticians on a
governmental basis in both countries, and in Germany also by CHE, the centre for the development of
higher education, which are the major sources used for the purpose of this report. Additionally, higher
education institutions of all three countries have a large freedom to allocate the funds received, either in
form of block grants or all together. In Germany but also Switzerland, the distribution is mostly done
according to particular chairs that contain interdisciplinary subjects and seldom according to real subject
groups, which apparently makes the allocation of funds to particular subject groups rather difficult at a
university level.
Throughout this study, Business & Management students were the main focus then compared with
Engineering & Technology students. However, language and classification dissimilarities in the different
countries made it rather difficult to compare straight away. As an example, in Germany and Switzerland,
the English term Business & Management can be translated as „Betriebswirtschaftslehre &
Volkswirtschaftslehre’, which are subjects that by statisticians are counted as part of the subject group
„Law, Economics and Social Science‟ but not on its own. „Engineering’, on the other hand, is a subject
group counted on its own in both countries. In this report, a differentiation was therefore made between
the subjects „Engineering’ and „Natural Science’ whenever this was possible. In all other cases, however,
the reasons for not doing this will be mentioned in the particular country section.
A further difficulty when comparing the resource allocation to higher education in the three countries
provided has to do with the particular classification schemes and differences regarding what the
countries include in statistics. The OECD for example provides an ISCED scheme where Tertiary-type A
Resource allocation to business & management students
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education includes mostly theory based university/university college education of at least 3 years,
however, often then including second degree programmes, such as the American Masters and other
advanced research. This is similar to how country wide statistical databases in Switzerland summarize
and illustrate their higher education funding or costs. In England, on the other hand, a clear separation is
made between recourse allocation to Bachelor students and other categories of students (Masters or
more advanced), which has an impact on how the data will be illustrated in this report.
From all this follows that, in order to compare the different allocation of funds to the different subject
groups in the different countries, it was most essential to build reliable and valid translation frameworks
and to „operationalize‟ certain measurements. The only way to illustrate this in the report was to define
the different methods as clearly as possible, which will be done in each country‟s section. Regarding data
from statistical sources of particular countries, references will not be provided to all in detail and at every
section since this would complicate the reading of the report. Moreover, local currencies used in this
report, in order to make comparisons possible, are converted into Euro (EUR), which is the most
common currency in Europe nowadays. This then also includes the exchange of Arwidi and Sandell‟s
(2007) numbers that were illustrated in Swedish Crowns (SEK). Past numbers providing evidence from
what really happened from statistics needed furthermore to be adjusted to the year 2007.
Due to the above mentioned reasons and due to specific contextual circumstances in the specific
countries but also due to access to a certain kind of data, all comparisons between the resource
allocations per student that will be done in this study have to be used with care. The author, however,
believes that the results provide a clear indication of how the real situation and how the relationship
between the different countries look like. The author estimates that the average resource allocation per
capita with the methods applied in this study can be defined with a margin of error in-between 10 and 15
percent. The author is also aware of the fact that there can be significant differences in the allocation of
funds, particularly in the countries Germany and Switzerland, on the level of individual higher education
institutions.

1.4 Disposition
This report is organized the following way. In the next chapter, the public funding systems in England,
Germany and Switzerland and the resources allocated to the students in the respective countries will be
illustrated. Chapter 3 then compares the public resource allocation of the three countries. In order to
increase the value of this comparison, this chapter also includes the data from Arwidi and Sandell‟s study
regarding the four Nordic countries. A closer evaluation of the seven countries‟ higher education
institutions possibilities to charge tuition fees is made in Chapter 4. Chapter 5 finally summarizes the
reports‟ major findings and discusses its key content by providing further reflections concerning the
Swedish resource allocation in the future. In an Appendix, however, additional information will be
provided on the subject of three more European countries‟ higher education systems, namely Austria,
France, and Italy. There, some research related issues that were the reasons why these three countries
could not be part of this evaluation will be presented as well.
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2

Public funding in the three countries

2.1 Resource Allocation in England
The regions England, Scotland, Wales and Northern Ireland are responsible for their own higher
education and grants for universities and colleges in the respective region are allocated by their own
funding bodies. Therefore, England has been taken as an own country entity for the purpose of this
study. The Higher Education Funding Council for England (HEFCE)8 is responsible for distributing public
money to 132 higher education institutions (HEIs) and 143 further education colleges (FECs). How the
actual funding for higher education in England is done is decided by the Government and voted by
Parliament. HEFCE does not provide grants or loans for individual students. Institutions receiving grants
are independent bodies and free to raise money from other sources but also free to distribute the public
funds, which are distributed in form of block grants (teaching and research separated), internally at their
discretion as long as it is for teaching, research and related activities.
The policy and practice of HEFCE has been to be open about their allocation methods and policies,
illustrating this by publishing guidelines and principles that underpin the allocation of public funds.
HEFCE uses formulae to determine how most of the money is allocated between institutions, which take
account of certain factors for each institution such as number and type of students, the subjects taught,
and the amount and quality of research undertaken there. The main principles underpinning the public
funding method have been unchanged since its introduction in 1997/1998 (an academic year lasts from
1/8 to 31/7). However, each year there have been some changes to some of the parameters and finer
detail of the method.
The guiding principle for the teaching funding method is „similar resources for similar activities‟. The
model calculates first for each institution a level of „standard resource‟ which reflects the numbers of
students it has, the mix between different subject areas, student-related factors, and a number of
institution-related cost factors such as a premium for London based institutions, specialists institutions,
very small institutions, and institutions with old or historic buildings. This, however, is only a notional
benchmark since the level of other sources received determines the final HEFCE funds received. The
goal is to be somewhere in-between +/- 5 percent of the standard, and if this is the case, this standard is
carried forward from one year to the next.
Student numbers for example are counted in full-time equivalent (FTE) terms, and students are counted
as full-time if they attend the college at least 24 weeks within the year of programme of study and at least
21 hours per week. There are four different price groups (A-D) mirroring the levels of resources required
by each subject. Business & Management studies are assigned as price group D with a cost weight of 1,
hence the lowest cost category. The large majority of Natural Science & Engineering departments (e.g.
pharmacy, chemistry, physics, civil electrical and mechanical engineering and technology), on the other
hand, is assigned to price group B, then with a cost weight of 1.7. Moreover, there are premiums for
particular students (such as e.g. long-courses, foundation degree students, etc.).
The standard resource for teaching 2007/2008 per full-time equivalent student implies rates for price
group D (Business & Management studies) of £3,833 and for price group B (Engineering & Technology
8

The information on England‟s‟ higher education funding system is mostly based on public sources received via (www.hefce.ac.uk)
and telephone contacts with employees at HEFCE.
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studies) of £6,516. However, since England has applied tuition fees since the early 2000, this standard
resource has been cut down by an „assumed tuition fee‟, which will be discussed further in the next
chapter. This assumed tuition fee was for 2007/2008 and for full-time undergraduates in both price
groups (D and B) £1,225, resulting in a notional HEFCE grant of £2,608 per Business & Management
student and £5,291 per student studying Engineering & Technology.
The HEFCE grant each undergraduate student within the area of Engineering & Technology receives is
therefore 2.03 times (5,291/2,608) the grants received by Business & Management students, which is
illustrated in Table 1 below. Recurrent grants for 2008/2009 have increased on average by 4.1 percent
compared to 2007/2008. Table 1 below further illustrates that an Engineering & Technology student
receives a 2.02 times (5,484/2,709) higher grant than a Business & Management student.
If the above numbers are converted into Euro, and one English pound is equal to 1.41 EUR (2007/2008)
respectively 1.30 EUR (2008/2009)9, the result is 3‟677 EUR for Business & Management students in
2007/2008 respectively 3‟521 EUR in 2008/2009. The corresponding numbers in Euro in the subject
areas of Engineering & Technology are 7‟460 EUR respectively 7‟129 EUR, which can also be seen in
Table 1 below. Engineering & Technology students receive 2.03 times respectively 2.02 times the
resources received by students within the area of Business & Management from public sources.
Table 1: HEFCE Grant (in £ and EUR) per student and year and according to subject groups

2007/2008

2008/2009

Studies in business &
management
Studies in engineering &
technology
Studies in business &
management
Studies in engineering &
technology

HEFCE
Grant/student (£)

Exchange
rate

2,608

1.41

HEFCE Grant
/ student
(EUR)
3‟677

5,291

1.41

7‟460

2,709

1.30

3‟521

5,484

1.30

7‟129

However, as mentioned earlier, English institutions receiving grants are independent bodies and
therefore free to raise money from other sources but also free to distribute the public funds internally at
their discretion as long as it is for teaching, research and related activities. This, of course, can have an
impact on the above calculated numbers. The size of the public funds to research have during the last
five years been around 32 percent of the total funds subscribed for teaching in higher education, when
excluding special funding and earmarked funding. The distribution of research funding among institutions
is almost entirely made according to volume and quality. The volume part combines two measurements.
First, this is done according to cost weights for each subject (high cost subjects are weighted at 1.6
compared to intermediate cost subjects that are weighted at 1.3 and all others at 1.0). The entire
research staff is separated into research active academic staff, research assistants, and research
fellows, weighted in diminishing way. The combined number received in the subject totals is then
9

This has been done by adapting an „FX average currency exchange rate calculator‟ (http://www.oanda.com) that counted a
historical average rate for 01/01/2007-31/12/2008 of 1.41 and for 01/01/2008-31/12/2008 only of 1.30. Hence, due to the change in
exchange rates, the lower „local‟ resource allocation in 2007/2008 than in 2008/2009 becomes a higher resource allocation when
looked at it in another currency, hence in Euro as illustrated in this case. This exemplifies a very distinctive character of
international comparisons and calls for the special attention of a reader/analyst.

Resource allocation to business & management students

12

multiplied by the quality of research in each subject and each institution according to a particular rating
system (RAE which stands for Research Assessment Exercise) where low ratings (1-3b) receive the
funding weight of O, the RAE rating of 4 receives a funding weight of 1, the RAE rating of 5 receives a
funding weight of 3.175, and the RAE rating of 5* receives a funding weight of 4.036 (numbers for
2007/2008).
England‟s funding method for higher education teaching as described above is supposed to allow
institutions to obtain additional funding and to support growth in higher education with about 33,000 full
time equivalent (FTE) additional funded places (2007/2008) and further 16,000 in 2008/2009. Another
way to increase institutions resources available for teaching, however, has been to allow for increased
tuition fees, which will be discussed further in the next chapter.

2.2 Resource Allocation in Germany
Germany consists of 16 federal states, so called Länder, which after the Second World War received full
responsibility when it comes to culture and education. Therefore, education developed in Germany
without much intervention on the part of the federal government. During the last decades, large
harmonization programs were required in order to answer to the expansion of higher education and the
increasing pressure for mobility of students among different Länder. Today, one can speak of a cooperative federalism in the domain of German higher education.10 Because of the principle of state
sovereignty in educational affairs, legal as well as financial and managerial instruments of governance of
the higher education institutions are regulated by the particular higher education acts of the individual
Länder. Consequently, when discussing the financing of higher education in Germany, it is imperative to
know about these shared responsibilities of federal government and Länder.
Still today, the largest contribution to university funding, around 90 percent, is made by the Länder as
higher education institutions are owned by them. Only around 8 percent is funded by the federal
government and only about 3 percent by private bodies. Since the institutions of higher education are
public institutions of the Länder, expenditure for research and teaching (salaries, material and operating
costs) are primarily financed through the Länder budgets. The Humboldtian model is still alive these days
in the Länder of Germany, which means that teaching and research make out an entity, hence, are
financed together. The professoriate is in most cases the group that decides what is spent on research
and what on teaching. On average, around 40 percent is spent on research and 60 percent on
teaching.11 Costs for larger investments (e.g. for buildings and large scale scientific equipment) have
been shared equally so far between the federal government and the Länder.
The higher education funding in the Länder has increased nominally over the years with around 1-1.5
percent each year. However, perceived in real terms, due to inflation and salary increases, there was a
stagnation or even decrease of public funding overall. Large differences can be observed also among the
different Länder with increases of 15 percent in one Land and decreases of 12 percent in another Land.
Declining student numbers due to demographic changes in Germany have during the recent years
outweighed the increasing participation in higher education that grew from 30 to around 40 percent.
Interestingly, the highest spending per student (around € 10‟000) is in the “new” Länder (former East
Germany) due to low student numbers whereas the „wealthy‟ Länder in the South of Germany, such as
North Rhine–Westphalia, only spend around half of that amount per student (€ 5000). This big difference

10
11

Göbbels-Dreyling (2003)
Göbbels-Dreyling (2003)
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between the Länder has to be taken into account when talking about the allocation of funds for Germany
as an entity.
The German higher education sector has during the last decade tried to adopt some of the ideas of New
Public Management (NPM). This new concept should guarantee independence at decentralized levels
but also promise that central targets were achieved by the use of competitive business instruments.
Therefore, most Länder are nowadays in a state of changeover where the old instruments do not work as
they did before, and the new ones are currently being implemented only but not really evaluated yet.12
This includes the establishment of a system called „Globalhaushalte‟, or global budgets, which means to
have a closer relationship between funding and strategic objectives of national higher education policies.
This is meant to be achieved by „globalizing‟ the university budgets and making them more flexible. Thus,
the Länder delegate a large part of the accountability in financial issues to the individual institutions.
This makes things rather complicated in terms of the purpose of this study as different institutions work
with quite different models even though they may be situated in the same Land. The different models
imply that the size of the budget of the individual institutions varies largely as it is allocated according to a
complicated mix of parameters. The funding is in general made according to three areas, namely a)
funding for infrastructure and inventory (shared funding from the German Federation and the particular
Land), b) funding for teachers and other staff and c) funding for materials and equipment, both then
funded by the particular Land.
The funding for teachers and other staff is mostly done according to the number of specific personnel
(different groupings) and according to investments in new courses of studies. Particular parameters for
the allocation of funds for materials and equipment are used in two steps, first in order to distribute the
funds of the Länder to the different universities (and other accredited higher education institutions) of the
particular Land. The second step takes place when the particular universities are distributing their
received funds to the particular faculties within the universities. The following parameters (Table 2) were
used as criteria and according to the mentioned share, for the first step in the case of a Bavarian
university, in other Länder, this can look very different though.
Table 2: Parameters and their weighting for the first step of fund allocation

Weighting

Parameters for the first step of fund allocation (Land to university)

15 %

According to the number of students who finish their studies successfully
within 4 respectively 4.5 years.

25 %

According to number of students who have not yet studied for more than 4
respectively 4.5 years.

30 %

According to „Drittmittel‟ the university receives (private and public funding
for research mostly).

10 %

According to the number of promotions, habilitations and Humboldt-grant
receivers.

10 %

According to the equal-gender-quote among professors and associate
professors.

10 %

According to the number of professors.

The criteria for the second step, hence the fund allocation of the university to the faculty, are more or less
identical to the criteria mentioned above regarding the first step (fund allocation of Land to university). A

12

Hartwig (2006)
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new parameter in form of „number of teachers and other staff‟ is included. However, this second step of
allocation seems, according to several interviews, to be more university related and therefore part of the
universities‟ main strategy to achieve the right mix in a more and more competitive university landscape.
None of the contacted German universities therefore exposed their particular weighting and numbers.
The above indicates that the German higher education funding system has been changed radically
during the last years. The fact that authority is divided between the Federal Government and the Länder
but also that resource allocation methods and the amount of the resources allocated vary strongly
between different Länder requires, for the purpose of this study, that the resource allocation is looked at
in an aggregated way, namely on a country basis. This, however, has the disadvantage that the valid
numbers are about two years old.
The German allocation of funds to higher education in general is with 12.255 USD per year and student
somewhat higher than the OECD average of 11.100 USD for the year 2004.13 What is typical for the
German higher education system though is that research and development activities are on average
funded more strongly than in most other European countries. Higher education on lower levels (Tertiarytype B), which according to the OECD classification is not even equivalent to studies up to the „Swedish‟
Bachelor degree, received in Germany on average 6.413 USD per year and capita, which is fairly below
the OECD average of 7.203 USD for that year.14 However, if looking at the funding of Tertiary-type A
students overall, which then also includes master studies and advanced research programmes, the
annual expenditure per student in 2004 is 13.218 USD, which is among the six highest of the 30 ranked
OECD countries. Apparently, classes in German higher education institutions on a lower level, hence
equal to the bachelor level, are very large compared to the classes in many other European countries,
which has a major impact on the amount of resources spent per student as this number becomes low.
When it comes to public financial resources spent per student and year at German universities separated
into particular subject groups, the Federal Bureau of Statistics provides data representing the entire
country Germany. Table 3 below summarizes this information for the years 2000 to 2004.15 Newer
numbers were not available in an aggregated way but the data for the years presented indicates that
there is no clear tendency or trend, most likely due to the earlier mentioned demographical changes in
Germany. It therefore seems to be appropriate to look at the average public spending per student and
year in each subject group.
On average, this means 2‟030 EUR per student/year in the subject group Law, Economics & Social
Science, whereas the average for an Engineering student was 7‟830 EUR. The public expenditure per
student and year in the subject Engineering is therefore on average 3.86 times the expenditure for Law,
Economics & Social Science students.16 Universities of applied sciences (Fachhochschulen) are not
included in this statistic but such data would lower the average of both subject groups as public funding
is poorer when it comes to this type of higher education institution.
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OECD (2007). Education at a glance: Table B1.1a
Ibid.
Statistisches Bundesamt Wiesbaden, Bildung und Kultur-Monetäre hochschulstatistische Kennzahlen, Fachserie 11, Reihe 4.3.2,
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published on October the 24 , 2006.
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The numbers for the subject group Mathematics & Natural Science where in the range between 7,68 (2000) and 6,81 (2004),
hence very close to the numbers representing the subject of Engineering.
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Table 3: Public resources spent (in 1000 EUR) per student and year and according to subject groups

2000

2001

2002

2003

2004

Average (in 1000-EUR)

Law, Economics & Social Science

2,03

1,99

2,02

2,07

2,19

2,03

Engineering

8,18

7,69

8,08

7,77

7,42

7,83

According to the Federal Bureau of Statistics, in 2005 German higher education institutions allocated 3.2
billion EUR for the combined subject areas of Mathematics & Natural Science, 2.6 billion EUR for the
area of Engineering Science, and 1.6 billion EUR for the area of Law, Economics & Social Sciences.17
This was 1.4 percent more than in 2004, whereas the number of students increased by only 1.2 percent.
In addition to this, higher education institutions received in 2005 „Drittmittel’ in the size of 3.7 billion EUR
from both private and public sources, which was an increase of 5.6 percent compared to the year before.
The German Research Foundation (DFG) was the single biggest provider with 1.1 billion EUR, followed
by different private foundations and enterprises (1 billion EUR) and the Federal Government (706 million
EUR).
When it comes to the area of Business Administration (Betriebswirtschaftslehre) in particular, the CHE
(Centrum für Hochschulentwicklung) published in February 2008 a study18 that illustrated the large
diversity among higher education providers in Germany when it comes to the possibility of attracting
Drittmittel. In this particular subject group, the German Government and the Länder provided together
almost 1/3 of all Drittmittel, which was substantially higher than what the average was for the entire range
of subjects. Private companies and foundations together counted for another 1/3 of all Drittmittel for
studies within Business Administration. Drittmittel are also counted per researcher and numbers here
range from a top of 64‟000 EUR per researcher in the case of the Technical University of Munich to a
bottom score of 900 EUR per researcher at the University of Bielefeld. Within the area of Engineering,
each researcher received in 2005 in average 297‟900 EUR in Drittmittel, hence around 5 times the
average Drittmittel received by researchers in the combined subject area of Law, Economics & Social
Science. Also here, large differences exist between the averages of the different Länder.
Numbers that illustrate how much of these Drittmittel are spent on tertiary education (hence teaching) do
not exist but the E-mail conversation with representatives from several higher education institutions
indicates that most, if not all, of the funding in form of Drittmittel is allocated to research and not teaching.
The same seems to be the case regarding the allocation of funds that is done according to the number of
promotions, habilitations and Humboldt-grant receivers.
Therefore, the above numbers representing the public resources spent per student and year within the
particular subject groups Law, Economics & Social Science respectively Engineering seem to be the best
approximation possible. The relatively old numbers per student furthermore seem, due to demographical
changes in Germany, to be transformable to the years after 2004/2005. Another instrument many
German higher education institutions have to receive funding for teaching, however, is tuition fees, which
will be discussed in the next chapter.

17
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2.3 Resource Allocation in Switzerland
The Swiss system of higher education consists of twelve universities and eight universities of applied
sciences (Fachhochschulen). It is characterized by historically defined shared competences between the
Cantons, there are 23 of them, and the Swiss Confederation as well as by different managing and
coordinating institutions. The distribution of competences has resulted in the development of highly
complex structures of political decisions, legal regulations and funding systems. The Swiss
Confederation, for example, finances the ETH (comprises the Swiss Federal Institutes of Technology of
Zurich and Lausanne as well as four federal research institutes), is responsible for the sponsorship of
scientific research, and is the legal body concerning professional training and the universities of applied
sciences (Fachhochschulen). It furthermore contributes financially to vocational training, the universities
of applied sciences and the cantonal universities. The Cantons, on the other hand, are accountable for
the universities, the universities of applied sciences and a large number of educational institutions of
professional and vocational training. They also contribute the often largest part of the funding for these
institutions.
Different mechanisms come into play in the management and financing of the Swiss university system.
The size of the Confederation‟s financial contribution to the operating costs of the cantonal universities
and the universities of applied science is largely dependent on the number of enrolled students. In
addition, the Confederation contributes to investments and participates financially in projects of national
relevance. On average, federal funding covers only about 25 percent of the outlays of the cantonal
universities, about a third of the expenses of the universities of applied sciences, but over 90 percent of
the costs of the institutions oriented towards technology (ETH). In total, the federal support for the entire
higher education in Switzerland, financed through public institutions, was 43.5 percent in 2005. The
Cantons, on the other hand, financed together 56.3 percent in 2005.
As a rule, the individual Cantons finance their own universities through „performance mandates with
global budgets‟19 which are complicated to evaluate and compare and do have similarities with the
German model that has earlier been described. Similar as in Germany between the Länder, Switzerland
applies a horizontal finance distribution system between the Cantons where each Canton pays a lumpsum for those of its resident students who attend a university in a different Canton. Moreover, a stream of
private funds reaches the universities through mandates, foundations, and donations. On average, the
size of private funding was in 2005 around 15 percent of all funding for all universities together. However,
there are large differences regarding the different ways of financing, which the case of the University of
St.Gallen for example illustrates, as this institution, in 2007, received more than 50 percent of their
annual funding from private sources.
The complicated mechanisms and the multifaceted way of financing the higher education in Switzerland
makes it difficult to determine the funding per student within the subject group of Business Administration
respectively other subject groups. Moreover, in university specific presentations, overall resource
allocation or, what is more normal, expenditure is not separated into certain levels of education, thus into
teaching or research.
Aggregated numbers of costs per student representing subject groups and different levels of education
are available only through the Federal Bureau of Statistics (Bundesamt für Statistik).20 These numbers
therefore seem to be most appropriate for the purpose of this study, with the disadvantage that the
19

Staatssekretariat für Bildung und Forschung SBF (2005)
The numbers were collected via different statistical reports and databases accessible
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numbers provided represent the years 2004 and 2005 only. Another disadvantage may be the fact that
the numbers representing costs combine all different sorts of funding, hence private and public. On
average for all subject groups and all Cantonal universities, which is the main group of institutions where
Economics is taught, private funding was, in 2003, only 15 percent of all funding overall. The mail
conversation with several Swiss higher education institutions indicates that most private funding is
directed towards research and not teaching/education, which therefore allows using this data without
changes necessary.
The Federal Bureau of Statistics has differentiated the subject area of Economics
(Wirtschaftswissenschaften) as a distinct category and it can be compared with the subject group of
Natural Science (Naturwissenschaften) and Engineering (Maschinen- und
Elektroingenieurwissenschaften). In 2004, the annual costs for Economics students on a base level were
10‟544 CHF and in 2005 11‟426 CHF. Comparable numbers for students in the subjects of Natural
Science were 30‟544 CHF (2004) and 33‟037 CHF (2005). For students within the subject group of
Engineering, the costs were 28‟115 CHF (2004) respectively 28‟376 CHF (2005). This data represents
the costs per student for each year within the respective subject area and for the category that includes
the costs for education on a base level (Lehre Grundausbildung).
In Switzerland, this base level then includes master and licentiate studies as well. Education on a more
advanced level (Lehre vertiefte Ausbildung) includes only doctoral studies and other higher education on
an advanced level, and a third category, research and development (Forschung und Entwicklung) then
merely includes post-study research. In the numbers of the Federal Bureau of Statistics, costs for postgraduates and some other research related activities on a higher education level are therefore part of the
numbers for education on a base level. This is not similar to how for example England separates their
higher education sector when providing grants. One must therefore take into consideration that costs for
post-graduate education (master and licentiate students) are higher per capita and year than for undergraduate students.
The average costs per advanced level students, typically doctoral students, is 20‟493 CHF (2005) in the
subject of Economics and 93‟239 CHF within the subject Engineering. Hence, doctoral students within
the study area of Economics are about twice as expensive as students on lower levels. Within the
subject of Engineering the cost difference for the equivalent groups of students is almost three times
high. This indicates that the above numbers representing students on a base level must be changed in
order to be comparable with the numbers for England, Germany, but also the numbers for the countries
provided in Arwidi and Sandell‟s (2007) study. In Switzerland, there are, according to a study of Gomez
(2006),21 each year about the same number of master students, including licentiate students, as there
are bachelor students within the area of Business & Management. The author of this paper assumes that
about the same is true for the subject area of Engineering. The above average costs per student and
year therefore must be reduced by about 30 percent22 when taking into consideration that the costs for
post-graduates may be in-between the costs for undergraduates and doctoral students.
A further problem seems to be that there is one private funding source that most likely has been used to
cover costs within the area of undergraduate higher education in Switzerland, which are tuition fees. All
public universities in Switzerland are allowed to charge small fees from their students. These fees vary
among different universities but are, as a general rule, very modest compared with many other European
countries. Education is still mostly considered a public good and tuition fees for Swiss students therefore
range at ten of the twelve Cantonal universities between 1‟000 and 1‟570 CHF for the academic year of
21
22

Gomez (2006): A Global Guide to Management Education
Here, the author estimated and calculated according to the following formula: 0.5 x bachelor students costs + 0.5 x 15‟000 (which
is the average cost for post-graduate students per year) = 11‟426 CHF (in the case of Business & Management students).
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2007/2008. For the purpose of this study, the author therefore chooses to reduce the above amount with
an average fee of 1‟285 CHF in order to receive more comparable figures.
Reducing the above amounts representing costs first with 30 percent and then taking away the average
tuition fee from that amount should therefore result in an amount that most likely represents the public
allocation of funds to bachelor students within a margin of error in-between 10 and 15 percent. This
procedure will be done here for the year 2005 only. The result of this calculation is 6‟713 CHF per year
and student in the subject group of Business & Management and 20‟209 CHF in the subjects of Natural
Science & Engineering combined for 2005.
Due to particular demographic changes that have taken place in Switzerland, one can assume that the
above numbers can without changes be transferred to the years that follow 2005. Hence, during the
years following 2005, the number of students enrolled at Swiss universities increased strongly. In fact,
some argue that this increase has been stronger than the increase of public expenditure, whereas a real
evaluation of this matter seems not to have been made yet. A further factor that normally determines the
height of expenditure increases is inflation. In Switzerland, the general price level increase due to
inflation has in average been below one percent per year from 2004 to 2007. Therefore, it seems to be
appropriate to estimate that the funding for 2006 and 2007, and with that also the costs per student (if
universities keep to their budgets), will have resulted in similar costs per student as this was the case
during 2004 and 2005.
Table 4 below illustrates the total amount per student in Swiss Francs and exchanged into Euro (with an
exchange rate of 0.63)23 for both subject groups Economics respectively Engineering & Natural Science.
In average, the adjusted costs for ground level students per year within the subject groups Engineering &
Natural Science was 12‟731 EUR and the costs per Economics student 4‟229 EUR. Engineering &
Natural Science students therefore did cost 3.01 times the amount of Economics students. If the costs for
post-graduate teaching (and research) would be included, the relation between these two subject groups
would be around 4.5 times. The spending for ground level students in the subject group of Economics
also makes out 40.4 percent of the total cost of all higher education spending (inclusive post-graduates,
research, etc.) within this subject group whereas this share is only 21 percent in both other subject
groups combined (Engineering & Natural Science).
Table 4: Total amount (in CHF and EUR) per student and year (2007) and according to subject groups

2007
Studies in Economics
Studies in Engineering & Natural Sc.

Total amount /

Exchange

Total amount /

student (CHF)

rate

student (EUR)

6‟713

0.63

4‟229

20‟209

0.63

12‟731

The above numbers illustrate the adjusted costs per student and year in the different subject groups and
the amount presented is therefore not automatically the same as the amount that represents the funds
really allocated. That way, the format of the above numbers differs from earlier presented numbers for
the other two countries. One might, however, assume that the public universities do not spend more
money than what they got allocated by public and private sources and, as described earlier, private
sources most often allocate their funds to research but not teaching.
An exemption from this, however, seems to be the University of St.Gallen, that has a strong reputation in
the field of Economics & Management but they are, on the other hand, much less active in other areas.
The total spending on the subject group of Economics, for the year 2005, was over 50 percent of the total
23

Also here, „FX average currency exchange rate calculator‟ (http://www.oanda.com) has been adopted and the time between
01/01/2004 and 12/31/2007 has been chosen, which resulted in 1 CHF is equal to 0.63 EUR.
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spending of the university as a whole. The major source of finance at this university in 2005, for the
subject group of Economics, was private funding with a share of 65 percent of the total funding. The
overall annual expenditure per student in Economic Sciences at the University of St.Gallen, for teaching
and research and including third-party funds, where 26‟848 CHF (16‟914 EUR). This is 6‟500 CHF (4‟095
EUR) more than the Swiss average. Annual third-party funds generated for teaching and research
together per student in Economic Sciences were at this university more than twice the Swiss average
(9‟558 CHF compared to 4‟376 CHF). Also the total tuition fees (separated into different categories such
as exam tax etc.) were at the University of St.Gallen relatively high with an amount of around 2‟040 –
2‟340 CHF per year (non-Swiss students pay the higher fee), which on average is about 40 percent more
than at other comparable Swiss universities.24

24
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3

Comparing the public resource allocations

3.1 Adjusting Arwidi and Sandell’s study results
The above statistics regarding the public resource allocation in the countries England, Germany and
Switzerland can be looked at together with Arwidi and Sandell (2007) statistics for the Nordic countries
Sweden, Norway, Denmark, and Finland in order to make more valuable comparisons. The data for this
has been taken from Arwidi and Sandell‟s (2007) report and to exchange the local currencies of each
country into Euro was one of the first actions taken in order to make comparisons possible.
For Sweden, this resulted in 3‟665 EUR regarding the subjects within Business & Management and
8‟580 EUR for the subjects within Technology & Engineering.25 In the case of Finland, Euros were
already in use but the numbers had to be increased by 3 percent. This is the amount that the original
authors Arwidi and Sandell estimated for growth for that country and year. For Business & Management
students the result is 4‟118 EUR per student and year and the corresponding number per student in the
technical subjects is 4‟673 EUR for the year 2007.
Arwidi and Sandell‟s numbers for Norway, on the other hand, had to be changed in two ways in order to
fit this report. The first change has to do with the fact that the original authors adapted a measurement
that counted the average of five years funding, of which the first three years were funded with 28‟000
Norwegian Crown (NOK), the last two years, which represented studies on an advanced level then, with
40‟000 NOK per year. For the purpose of this report, the average yearly funding of the first three years of
study seems most appropriate regarding both subject areas.
The author of this report considers the three different components (basic funding, funding for teaching,
funding for research) that are fundamental for the Norwegian higher education funding system but also
the performance related weighting in order to achieve a right estimate.26 This way Arwidi and Sandell‟s
(2007) numbers for Norwegian Business & Management students are 56‟000 NOK (6‟720 EUR) and for
students within the technical areas 68‟320 NOK (8‟198 EUR).27
Finally, in the case of Denmark, Arwidi and Sandell‟s allocation of resources for the technical subjects
was 2.37 times the allocation to Business & Management students in 2007. When the bachelor bonus is
included, Engineering & Technology students receive 2.49 times higher funding than Business &
Management students in 2007. When adapting all other parts of the methodology of Arwidi and Sandell
regarding Denmark‟s allocation of resources, one receives 33‟210 DKK (4‟317 EUR) for Business &
Management respectively 82‟580 DKK (10‟735 EUR) for Engineering & Technology students.28

25

In the case of Sweden, the „FX average currency exchange rate calculator‟ (http://www.oanda.com) has been adopted and the
time between 01/01/2007 and 12/31/2007 has been chosen, which resulted in 1 SEK is equal to 0.11 EUR.
26
The calculation was done the following way: 0,8 x (28‟000 + 42‟000). The first number (0,8) is the performance related weighting
and the last number (42‟000) corresponds the teaching quote of 62.5 % of 67‟200 NOK, which is the basic funding amount that
corresponds 60 % of the entire funding.
27
In the case of Norway, the „FX average currency exchange rate calculator‟ (http://www.oanda.com) has been adopted and the
time between 01/01/2007 and 12/31/2007 has been chosen, which resulted in 1 NOK is equal to 0.12 EUR.
28
In the case of Denmark, the „FX average currency exchange rate calculator‟ (http://www.oanda.com) has been adopted and the
time between 01/01/2007 and 12/31/2007 has been chosen, which resulted in 1 DKK is equal to 0.13 EUR.
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3.2 Comparison of the 7 countries
In Figure 1 below, an overview of the three above and the four by Arwidi and Sandell earlier analyzed
and by the author of this report adjusted countries‟ total amount per student and year is provided. The
figure illustrates the two subject groups Business & Management and Engineering & Technology and this
in Euro (EUR). One can see that the amounts vary considerably in both subject groups, from 2‟030 to
6‟720 EUR in the case of public funding to Business & Management students respectively 4‟673 to
12‟731 EUR in the case of public funding to Engineering & Technology students.
Figure 1: Total amount (in EUR) per student, year (2007), and according to subject groups
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In the above figure, it is noticeable that some countries have similar resource allocation patterns, which
will be evaluated more closely here. For example, German‟s allocation of public resources to Business &
Management students is far below the allocation to the same group of students in the other six countries.
This German allocation is only 55 % of the resources allocated to the same category of students in
Sweden, which Figure 2 below illustrates. Except for Germany, however, Sweden‟s resource allocation
to this group of students is, together with England, the lowest in this comparison. Finland and
Switzerland are with 112 respectively 115 percent of the Swedish allocation ranked somewhat higher.
Denmark (165 percent) and Norway (183 percent) are the two countries though with the far highest
resource allocation to Business & Management students.
Figure 2: The 7 countries’ resource allocation to Bus. & Mgm. Students (Sweden = 1.0)

Norway

1,83

Denmark

1,18

Country

Switzerland

1,15

Finland

1,12

England

1

Sweden

1

Germany

0,55
0

0,2

0,4

0,6

0,8

1

1,2

1,4

1,6

1,8

2

Times the Swedish amount

Resource allocation to business & management students

22

When it comes to the public resource allocation to Engineering & Technology students the picture looks
different, which is illustrated in Figure 3 below. Sweden‟s resource allocation to this group of students is
in the upper half of all seven countries, surpassed only by Denmark with 25 percent and Switzerland with
48 percent. Norway (96 percent), Germany (91 percent) and England (87 percent), on the other hand,
have a somewhat lower resource allocation to Engineering & Technology students than Sweden. Finland
finally is with only 54 percent of the Swedish allocation the country with the far lowest allocation overall to
this subject group. This country therefore illustrates the great exception, in about the opposite way than
Switzerland though. In this comparison, one has to keep in mind that, compared to Arwidi and Sandell‟s
(2007) study, this analysis is based on the earlier adjustments made and influenced by the new
exchange rates between the local currencies and the Euro instead of Swedish Crowns.
Figure 3: The 7 countries’ resource allocations to Eng. & Techn. Students (Sweden = 1.0)
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When looking at the relationship between the resource allocation to Engineering & Technology and
Business & Management students one can see that Sweden is in the middle of all seven countries with a
2.34 times higher allocation to Natural Science students compared to Social Science students. With that,
Sweden is actually very close by the average difference of all seven countries, as this average resource
allocation difference is 2.30 times. The below figure (Figure 4) points out clearly that the size of the
resources allocated to Engineering & Technology students in all seven countries is larger than the size of
the resources allocated to Business & Management students.
Figure 4: Relation between the resource allocations to Eng. & Techn. and Bus. & Mgm. students
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However, the figure also illustrates that there is a large difference between Finland‟s and Norway‟s ratio
of 1.13 respectively 1.22 on the lower end compared to Germany‟s and Switzerland‟s ratio of 3.86
respectively 3.01 on the upper end. Denmark‟s (2.49), Sweden‟s (2.34) and England‟s (2.03) resource
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allocation differences therefore seem to be rather moderate compared to the countries on the upper end
(Germany and Switzerland), high though compared to the ones that are part of the lower end (Norway
and Finland). It therefore also seems to be legitimate to speak in terms of three major policies when it
comes to these seven countries‟ chosen way of allocating their resources to higher education institutions
and particular subject groups. The first group of countries, Norway and Finland, value Engineering &
Technology and Business & Management subjects relatively equally. The second group of countries,
hence England, Sweden and Denmark, allocates around two to two and a half times more resources to
Engineering & Technology subjects than to Business & Management subjects. The third group of
countries, in this case Switzerland and Germany, allocates three to almost four times more public
resources to Engineering & Technology students than to Business & Management students.
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4

Tuition fees

4.1 Tuition Fees in England
Although HEFCE is the largest single source of income for the higher education sector as a whole,
higher education institutions in England generally receive funding from many different public and private
sources. Around 30 percent of the higher level education in the United Kingdom (not only England) has
been funded by private sources up to around 2005 according to OECD statistics and HEFCE information.
Tuition fees are, along with other public sources, normally the other major source for funding, particularly
for teaching. The share of this source of finance has increased significantly during the last years as the
tuition fee per undergraduate full time student during the academic years has gone up from £1,100 in
2002/2003 to £3,145 in 2008/2009. The largest increase, however, was allowed during 2006 when tuition
fees were enhanced from £1,175 to become £3,000 just the year thereafter. As earlier illustrated, the
tuition fee of 2005/2006 (£1,175) is also the „standard fee‟ HEFCE is still doing their arithmetic with today
in order to calculate their grant per student.
Tuition fees vary between courses as well as between different universities and colleges in England, a
recently published overview of the real tuition fees charged by 178 higher education institutions29
illustrates that far above 90 percent of all institutions made use of this maximum fee in 2007/2008. This is
in line with the Government's latest regulatory impact assessment in the year 2006 that estimated that
only around 9 percent of courses will charge a fee that is less than this maximum. No student will have to
pay upfront though since they can apply to defer their fee. Government will pay on their behalf and they
will repay the fee loan after graduation since universities will only be allowed to charge more than the
'standard fee' mentioned above of £1,255 (academic year 2007/2008) if they have signed up to an
Access Agreement with the new Office for Fair Access (OFFA). This agreement will set out the
universities proposals for improving access and the action they will take to promote fair access, including
providing financial help, so that students from all backgrounds are encouraged to apply.
There has been a debate regarding the change of the so called „assumed standard fee‟ in order to
replace it with the real tuition fee that is charged by universities and colleges. However, since institutions
feared to be cut the HEFCE grant by the increased amount of fee they are able to charge, things still look
the same in HEFCE‟s calculations and method descriptions. Hence, the old „standard fee‟ is provided in
all documentation of HEFCE. In reality though, the amount per student institutions receive with help of
grants and student fees together today compared to before 2005/2006 is almost £2,000 higher, money
the institutions can spend on teaching mostly, even though some conditions are bound to this agreement
(e.g. widening of participation). All in all, since the overall budget is set by the Government, the change of
the funding method does not affect the total sum available to HEFCE for distribution to institutions.
During the years before the big change of the tuition fee agreement, hence before the academic year
2006/2007, the „real‟ tuition fee for a Business & Management student has in average been about half
(48 percent) of the HEFCE grant. For an Engineering & Technology student, however, this tuition was on
average only around half of that, namely 23 percent. After the change in 2006/2007, this relationship has
29

http://www.publicgoods.co.uk/ (22/4/2008)
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changed completely. Now, the tuition fee for a Business & Management student exceeds on average the
HEFCE grant by about 18 percent. For an Engineering & Technology student, however, this fee is still
only around 58 percent of the HEFCE grant provided.

4.2

Tuition Fees in Germany

Tuition fees at German universities have until 1997 been the very exception as they were only allowed
for continuing education programmes. Since then, however, the number of private higher education
institutions financed mostly with the help of tuition fees has been growing rapidly. Private institutions are
in most cases small or very small in comparison to public funded universities and they only account for
around 2 percent of all students registered at higher education institutions in Germany. Nonetheless, the
impact of the particular funding of private higher education institutions and the success of some of these
bodies has had a great impact on the scene of higher education funding in general.
In January 2005, the Constitutional Court decided that the German Government will not have the power
to prevent the federal states (Länder) from establishing their own individual fees. Fees for „studying too
long‟ had already been in place in several Länder since 1997. However, the new decision implied that the
Länder were allowed to resolve tuition fees starting with the first term of studies. Seven out of the 16
federal states have, so far, also made use of this new possibility to increase their resources as they allow
tuition fees in the range of up to 500 EUR per term.30 Moreover four federal states have plans to
implement tuition fees in the near future and an increase of the fee to far above 500 EUR per term is also
on the way to become true in several of the Länder where fees already have been implemented. On the
whole, tuition fees in Germany seem to be a political issue more than anything else since most Länder
that have introduced this fee have been ruled by conservative parties.
The tuition fees apparently are the same, hence 500 EUR per term, for Business & Management
students as well as Engineering students at the institutions with a high reputation.31 In the Länder where
the fees are allowed, it is up to the universities themselves to decide if they want to establish fees or not.
An investigation of public universities with a high reputation in the area of „Business Administration’
(Betriebswirtschaftslehre), according to a CHE ranking32, illustrates that all institutions that have had the
possibility to charge this tuition fee have also done this (e.g. Uni. of Mannheim, Uni. of Cologne, LMU of
Munich, Uni. of Stuttgart, Uni. of Munster). Similarly as in England, no student will have to pay the tuition
fee upfront as the Länder will pay on their behalf and they will repay the fee loan after the studies are
completed.

4.3 Tuition Fees in Switzerland
As mentioned earlier, all public universities in Switzerland are allowed to charge small fees from their
students and this fee ranges at ten of the twelve Cantonal universities between 1‟000 and 1‟570 CHF for
the academic year of 2007/2008. An additional fee is charged from foreign students at five universities in
the range of around 30 to 40 percent increased taxes. For the purpose of this study, additional fees that
are charged from foreign students or for other issues (e.g. exam tax) are not considered, which then
equals the method applied in the other two countries of comparison. The author therefore counts with an
average fee of 1‟285 CHF in the case of Switzerland.
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4.4 Comparing the Tuition Fees of all seven Countries
The below Table 5 provides an overview of the seven countries‟ amount regarding tuition fees, illustrated
in local currencies and exchanged into Euro (EUR). One can clearly see that the allowed tuition fee in
England (4‟336 EUR) in 2007/2008 was more than four times the allowed tuition fee in Germany (1‟000
EUR) and over five times the fee allowed in Switzerland (810 EUR). All four Nordic countries that have
been part of Arwidi and Sandell (2007) study do not allow tuition fees for regular courses on an
undergraduate level on public universities except some small fees on behalf of student associations.
Table 5: Comparing the amount of tuition fees (local currency and EUR) in the seven countries

Country

Tuition Fee in 2007

Exchange rate

(Local Currency)
England

£3.075

Tuition fee per student
and year (EUR)

1.41

4‟336

Germany

1000 EUR

-

1‟000

Switzerland

1‟285 CHF

0.63

810

0

-

0

Norway, Denmark,
Finland, Sweden

The author believes that tuition fees is a funding method to provide institutions with additional resources
for undergraduate teaching, which in turn can have an impact on teaching outcome and education
quality. English‟ institutions apparently have the largest possibilities compared to the other counties‟
higher education bodies to accumulate funding in order to improve efficiency and quality at the same
time. In fact, as mentioned earlier, tuition fees in England in 2007 were about 18 percent higher than the
public funds provided. In both Germany and Switzerland, however, tuition fees are still relatively small
compared to the public funding as they only increase the total funding with 50 (Germany) respectively 20
percent (Switzerland). Even so, compared with no fee at all in the Nordic countries, undergraduate
student educators particularly in the area of Business & Management may profit from this additional
funding source.
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5

Discussion and further reflections

This report has illustrated that the amount of the public resource allocation to Business & Management
students in Sweden is about twice the amount allocated to the same group of students in Germany but
equals the amount allocated to this group of students in England and is about 15 percent lower than in
Switzerland. Germany and Switzerland, on the other hand, are two countries where Engineering &
Technology students are funded even more strongly than in Sweden compared to the funding of
Business & Management students. In England, however, the difference between the allocations of funds
to these two subject groups is about 15 percent lower than in Sweden.
When the results of this study are combined with the results of Arwidi and Sandell (2007), one can still
see that only Germany allocates less public resources to Business & Management students than
Sweden. Germany and England, however, do allow tuition fees within certain restrictions and particular
geographical areas (in the case of Germany). When this additional funding is included in institutions‟
available resources to teach undergraduates, it may have a large impact on future possibilities of the
higher education bodies in these particular countries.
Regarding the allocation of public funds to Engineering & Technology students, Sweden ranks as
number three of all seven countries as only Denmark and Switzerland allocate more resources, counted
in Euro, to this group of students. Moreover, Sweden‟s difference between the public funding to the two
subject groups is far below the one of Germany and Switzerland, but on about the same level as in
Denmark. This Swedish allocation difference is furthermore about 15 percent higher than in England but
about twice what the difference is in Norway and Finland. In fact, the Swedish allocation difference to the
two subject groups is with 2.34 times near by the mean of all seven countries, which is 2.30 times.
The report further illustrates that there is a trend in Europe overall that students are supposed to bear
more of the costs of bringing them to a university degree. The trend in above all England and the
ongoing discussions in Germany exemplify this well. In addition, similar discussions are going on in for
example Austria, where ideas from Germany and Switzerland apparently often have a spill-over effect. In
some of the Nordic countries, however, tuition fees seem to be a „taboo‟. Increased public funding to
above all Business & Management students therefore seems to be the only way to go in order to
maintain a reasonable level of quality and a competitive higher education to these groups of students
also in the future.
All in all, this report also illustrates that different European countries work with different methods when it
comes to how higher education is funded but also when it comes to the specific distribution of their funds.
This of course has had a major impact on the methodology chosen when writing this report. In several
countries of Europe, there appears to be a prime principle that universities should be freed more from the
burden of state planning and regulations. This had a major impact on the higher education system(s) in
Germany during the last years, and the same is true for Austria, which is, beside Italy and France, a
country that was supposed to be part of this evaluation as well. Due to a lack of appropriate data though,
an analysis of these three countries‟ higher education funding system was not possible in the frame of
this study. An overview of different issues regarding these countries‟ higher education funding system is
provided in an Appendix at the end of this report though.
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Increased private funding seems not any longer to be something bad in large parts of the higher
education sector of Europe because it is nowadays seen by many as a major tool to relieve the state
financially. As indicated at the beginning of this report, only the United Kingdom has had a similar
negative trend like Sweden regarding the real expenditure on higher educational institutions during the
years from 1995 to 200433 due to a faster increase in the number of students than in the increase of
expenditure. However, this report has illustrated that England has introduced a system where high tuition
fees are allowed also at public universities, which is something that is rather unthinkable in Sweden
overall. Hence, even though Sweden and England have had the same situation in the early 2000, the two
countries have chosen opposite ways to go.
Finally, this report outlines a major difference between the higher education funding in England
compared to the one in Germany and Switzerland. England‟s major funding body HEFCE provides
grants for teaching and research separately, Switzerland and Germany on the other hand together. That
way, the English system is rather similar to the Swedish system when it comes to funding undergraduate
students or at least the educational bodies teaching them. The major similarity is that this funding is done
mostly on behalf of the number of students and to a much lesser extent on behalf of the performance of
these students. Already Arwidi and Sandell (2007) outlined in their study that Sweden‟s Nordic neighbors
were focusing more strongly on performance in their funding methodology than Sweden does. In the
case of Germany and Switzerland, due to the Humboldtian tradition and the global budget system, the
public resource allocation to undergraduates is mostly done on behalf of parameters that focus on
different institutions‟ research activities. Therefore, the situation in these two countries is even more
complicated as achievements in research and development govern the allocation to undergraduate
students much stronger than in a Swedish or an English context.
The conclusion of the author is that Sweden‟s public resource allocation to Business & Management
students needs to be increased considerably in the near future in order to outweigh the missing
possibility of applying tuition fees. To change to a more performance based funding system for
undergraduate education moreover seems to be a good way to go in order to increase quality and
international competitiveness. However, if none of these two actions are taken, educational institutions
may need higher funding freedom to facilitate and distribute the resources necessary to educate
Business & Management students.
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Moreover, many more people were involved in the three countries of study but also when working on the
countries Austria, Italy, and France. Regarding these three mentioned countries, the data provided was
too limited or the format was too different in order to be included in this report. Below, however, a short
overview of each countries higher education funding system is provided and also some problems the
author had to deal with during the collection of the data.
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Appendix

Austria
Austria has been a country where the evaluation was supposed to take place as well. Beside the
numerous Fachhochschulen and private Business & Management Institutes, there are six state
universities offering education and research within the major subjects of Business & Management
(University of Wien, Graz, Innsbruck, Linz, Klagenfurt, and the Wirtschaftsuniversität Wien).
In Austria, the change in higher education expenditure per student has, according to OECD data,
increased during the time period 1995 to 2004 by 22 percent, mostly because the increase of the number
of students during that time period has only been 3 percent, the increase in expenditures, however, has
been 26 percent. The annual expenditure on higher educational institutions per student in 2004 has, also
according to OECD statistics, been 10.072 USD for tertiary-type B education (Table B1.1a). Public
expenses for university educations were 2.78 billion EUR, whereas such expenses only aggregated to a
total of 254 million EUR for all Fachhochschulen together in 2006. In 2004, the public sources in Austria
made out 93.7 percent of all funding for higher education and only 6.3 percent was financed through
private sources. The net entry rate in Austria is one of the lowest in Europe with only 37 % net entry in
tertiary type A public institutions.
In the case of Austria the major difficulty has been to collect data in a form that fulfils the aim of this
study. On the positive side, university funding matters are all part of the Federal Ministry of Education,
Science and Culture and federal provinces (Länder) do not have direct competences for such issues.
This seems to be an advantage, in terms of the aim of this study, compared to the systems in Germany
and Switzerland. However, the country‟s statistical databases (Statistik Austria and Unidata) do not
provide aggregated data illustrating recent resource allocation, at least not after 2001, to different
faculties or institutions, nor are special study areas separated in the data of these statistical bodies.
The major reason for this appears to be that the new University Act of 2002, which became fully effective
in 2004, was supposed to eliminate the strong distinction between arts and sciences, except for a few
special provisions. This was supposed to mark a new era in the development of one common university
sector. This new University Act gave the universities more or less complete autonomy on account of the
new control instruments as they were transformed to become legal entities under public law (previous
they were federal establishments).
The new system comprises three-year performance agreements and global budgets between the
universities and the federal authorities supplement this control system. The federal ministry is essentially
limited to legal supervision, negotiating the performance agreements and these global budgets, as well
as controlling and monitoring. The state is obliged to provide the universities with funds where 20 % of
the negotiable budget is determined by a formula combining past performances according to eleven
indicators, where four indicators are part of education (number of students, number of completed studies,
number of completed studies within time as ratio of total number of studies, and success rate of
students), three indicators are part of research and development (number of finished PhD studies,
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income from research projects, other external income) and the remaining four indicators are societal
objectives (particularly in the area of gender quotes, students‟ mobility, and internationalization).
The other 80 % are distributed among the different universities on the basis of negotiated performance
agreements, which are also based on indicators (requirements, demand, performance, and objectives of
society). Universities are obliged to employ specific accounting systems and commercial accounting
principles and report to the federal ministry with help of financial statements, performance reports, and
knowledge surveys.
This new way of public management has led to a situation in Austria where universities have a tendency
to publish aggregated information only. Hence the institutions and faculties do not present their numbers
according to study areas or faculties. In addition to that, the amount of money that is put into education
versus research is, in almost all cases, not illustrated at a faculty level or at a university level. Apparently,
the preparation of such specific data is costly and time consuming and therefore nothing the particular
universities were able to accomplish in the light of this study.
Moreover, what can be mentioned regarding the higher education funding of Austria is that tuition fees
are mandatory since the academic year 2001/02. The amount to pay for Austrian as well as EU and EEA
and Switzerland nationals is EUR 363.36 per semester, for most other nation‟s citizens the tuition fee is
twice that amount. Tuition fees in Austria seem to be a mostly political issue (the same as in Germany),
where Austria‟s Social Democratic Party (SPÖ), for example, wanted to abolish this instrument to
increase the universities‟ funds.

France
The French higher education system has grown to a diverse and complex system during the last
decades. To describe this system many perspectives and classifications can be used and in about the
same difficulties can be found regarding the funding of these higher education institutions. When
applying a legal approach, France consists of nine distinguishing types of providers of higher education
ranging from public to private and this to different degrees. One of the most noticeable distinctive
features of the French higher education system is the existence of the Grandes Ecoles that were
founded as an alternative to the broader education provided by „ordinary‟ universities. Besides these
Grandes Ecoles, France has around 90 public universities which generally do not charge tuition fees
except a small undergraduate enrolment charge. In addition to this, around 20 private universities, and
several hundreds of other public and private institutions exist.
Among all these higher education institutions in France, one can see that there are more than 100
Business schools (Ecoles de Commerce) offering a 3 or a 4 year programme. The Business Schools
curriculum builds on a common foundation course and often leads to specializations such as auditing,
finance, marketing, international trade, human resources and accountancy. Tuition fees can vary widely
from no fee at all on most public universities to fees somewhere in/between 2‟820 and 5‟640 EUR per
year on many other Business Schools. Another particularity of the French education system is that most
of these Business Schools rely financially on regional Trade and Industry Chambers. The two highly
ranked French Business Schools, HEC and ESCP-EAP, are for example part of CCIP, the Chambre de
commerce et d‟industrie de Paris.
In order to get funding information in more detail and according to subject groups, it is therefore essential
to get access directly to these regional trade and industry chambers, which apaprently can be a rather
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time consuming process. A further difficulty in this question is that most, if not all, information of these
chambers is in French, which complicates the „operationalization‟ of the data due to translation issues.

Italy
Higher education in Italy is state-controlled and all schools, both public and private, are subject to comply
with the curricula and teaching methods provided by the Ministry of Public Education. Italy is in terms of
higher education currently undergoing a period of transition through which the basic structure of the state
system, as a whole, is being overhauled. These changes are designed not only to bring Italian education
in line with the rest of the European Union but also to create a more flexible system. Higher Education in
Italy is, in the same way as in for example Germany, based on a system in which universities are
expected to fulfill the twin tasks of teaching and research, which also has an impact on the funding
system. Academic autonomy and freedom are not only inherent aspects of this approach but also
guaranteed by Italian law.
There are currently 77 universities in Italy of which 55 are so called state universities, 3 are technical
universities, 14 are legally recognized non state universities, two are universities particularly for
foreigners, and three are university institutions specialized in postgraduate studies only.34 State
universities are public entities endowed with scientific, teaching, managerial, financial and book-keeping
autonomy. They also have full legal capacity in matters of both public and private law. Due to the
principle of university autonomy, each university may draw up its own statutes and regulations, issued by
rectoral decrees then. The main governing authorities within a university are the Rector, the Academic
Senate, and the Board of Directors. The Rector chairs the Academic Senate and the Board of Directors,
supervises the general running of all university structures and services, is responsible for disciplinary
matters, draws up agreements for external cooperation, and plans all the teaching and research activities
of the institution.
Non-State universities may be recognized by a decree of the Minister of Education. Legal recognition
takes place after an evaluation process concerning the university statute, its organization model,
budgeting, etc. The degrees awarded by non-state universities legally recognized by the state have the
same legal value as those of state universities. Non-state universities have to comply with the same
general principles and criteria as defined by the national university legislation for state institutions. The
difference between state and non-state universities concerns funding and governance though.
In Italy, the number of students studying at public institution increased with around 10 % from 1995 to
2004 only modest compared to most other European countries.35 The public expenditure for tertiary
education, however, increased during the same time period with over 45 %, which has led to an increase
of the expenditure per student, in constant prices, of over 30 % during this ten year period. All in all, the
annual expenditure on public educational institutions per student has in 2004 been 7.723 USD in Italy for
tertiary education as an entity, which was about 70 % of the OECD average only. When R&D activities
were excluded from tertiary education though, the amount per student in Italy (4.812 USD) was even
smaller compared to the OECD average (7.951 USD), namely only around 60 % of the annual
expenditure per student.36
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Information from the Italian Ministry for Education, University and Research (http://www.miur.it/guida/guide.htm).
OECD (2007). Education at a glance. Chart B1.7
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All Italian universities charge tuition fees and on average all fees together made out 18.4 % of all tertiary
education expenditure in 2004.37 The amount is made up of a countrywide standardized and annual
payable registration fee, and of a specific sum of the respective university. In the case of university
education there is a legal minimum fee for enrolment and a maximum level for student contributions to
costs and services, which cannot exceed 20 % of state funding, which has been fulfilled during 2004 as
the above number of the OECD illustrates. It is not possible to declare a lump sum for all Italian
Universities as they establish their own fees. The average fees a student has to pay are somewhere
between 850 EUR and 1‟000 EUR per year since this varies from one university to another and also
depends on the chosen course of study. Private universities are clearly much more expensive.
The biggest difficulty regarding the access to data for the funding of higher education in Italy is that this
funding system, in most cases, is not transparent enough and also not accessible. Moreover, higher
education institutions themselves do not provide such data to external parts except in the format
necessary for statistical bodies, be these statistical databases of the ministry, of the country, or of the
OECD. The data these statistical bodies do provide therefore is not as detailed as would have been
necessary for the purpose of this study. Also in the case of Italy, most if not all available data is written in
the Italian language, which increases difficulties when ‟operationalizing‟ the information provided.

37

OECD (2007). Education at a glance, Table B3.2b
Resource allocation to business & management students

35



EQUAL – European Quality Link


EQUAL Chairman
Jonathan Slack
E-mail: jslack@the-abs.org.uk
EQUAL Secretariat
Virginie Heredia Rosa
E-mail. virginie.heredia-rosa@efmd.org
Homepage:
http://www.efmd.org/component/efmd/?cmsid=041103ljdn

PO Box 4720, 116 92 Stockholm,
Sweden
Homepage: www.civilekonomerna.se
E-mail: kontakt@civilekonomerna.se
Phone: +46-(0)8-783 27 50
Fax: +46-(0)8-783 27 51

