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EXECUTIVE SUMMARY

The aim of the report is to provide a descriptive and analytical overview of the institutional

funding practices at selected universities in Western Balkans. The report has been
produces within the TEMPUS project FINHED and is based primarily on the data provided
by the participating universities (University of Banja Luka, University of Belgrade,

University of Montenegro, University of Mostar, University of Novi Sad, Singidunum
University), through an elaborate questionnaire combining quantitative and qualitative

data.

The report analysed data concerning financial planning at universities, their financial and
material resources, the institutional allocation practices, tuition fees and indtitional
student support, and activities concerning the universities third mission. Based on the
collected information the report concludes that financial planning, revenue management
and expenses atpublic universities in the Western Balkansare highly dependent on
national or regionallcantonal authorities and the existing legal framework. These
governmental restrictions hinder many of the universities to take a preactive approach to
income diversification and thus could compromise their financial sustaability. The
vulnerability of universities is especially noticeable concerning their declining revenues,
which many of them associate with the current financial crisis. While public funding
stagnates or in some casedecreased,revenuesfrom privte sources, such as tuition fees,
research projects, contracts, and so on, have not increased substantially, which can easily
lead to a general underfunding of the sector. Moreover, there have been almost no attempts
by universities, to systematically look for otker sources of income,for example by
emphasizing cooperation with industry or engageing in the establishment of spioff
companies



Comparative Report on the Institutional Funding in Higher Education in Bosnia and Herzegovina, Montenegro and Serbia

Table of Contents

EXECUTIVE SUMMARY ..ottt ettt ettt ettt ettt ettt ettt et eae et 2
INTRODUGCTION ittt ettt ettt e se e e e st e b e e s e e be e s e ene e e estesseenseseensenseenee e 4
CHAPTER 1: EUROPEAN CONTEXT IN BRIEF ....iiiiiiiiiiieitcte et 6
CHAPTER 2: INTRODUCTION OF THE PARTICIPATING UNIVERSITIES ....covviiiiieieeieecee e 12
CHAPTER 3. ANALYSIS OF FUNDING PRACTICES AT UNIVERSITIES ..ooiiiiiieeieie e 16
3.1. Financial resources: streams and amounts Of FEVENUE ......cccviiiieeiiiiiie e 16
3.1.1. Financial planning praCtiCeS ..ot e 16
3.1.2. STrEAMS OFf FEVENUE ..ottt ae e saaeeae e 17
3.1.3. SumMMary of Ky fINAINGS ....cviiiiiiie e 28

3.2. Internal allocation MECHANISIM ...uiiii i 30
3.2.1. Revenue distriDULION ...iiii et 30
3.2.2. Cost per student in @an aCademiC YEAI .....cc.iciviiiuieiieeieeeee et 36

3.3. Students as source of revenue and institutional student sUPPOrt .....cceevcveeeeviiieeeciiinenen. 38
3.3.1. Tuition fees and admMiNiStrative COSES......ouiiiiiiiiiieiiie e 38
3.3.2. Institutional sStUAENT SUPPOIT...cuiiiiiii et 43

3.4, Property and iNVESTMENTS .uuuuiieiiiieieeeciiie e e e e e et e e et e e e st e e e e ssb e e e e snnaaeeeennaneeeeanneeeas 46
TR T I 1o 0 Y E1Y Lo o I PSPPI 49
3.5.1. Cooperation with industry/business SECLON .........ccviiviieieie e 49
3.5.2. Knowledge transfer aCtiVities ... 50
3.5.3. The role of spin-0ff COMPANIES .....ccviiiee e 52
3.5.4. Cooperation with the private SECTON ...c.viiiii i 54
CHAPTER 4: SUMMARY OF CONCLUSIONS ...ttt 55
REFERENCES ...ttt ettt ettt ettt ettt et he et ettt e st e s et eeae e s e ete e e saeesseenaennas 57



Comparative Report on the Institutional Funding in Higher Education in Bosnia and Herzegovina, Montenegro and Serbia

INTRODUCTION

Public higher educationin Europe is caughtin between two extremepressures increasing
demand for higher education keeps driving up the cost while European austerity
measures seek to reduce public funding for the sector. In light of these developments the
report aims to provide a descriptive and analytical overview ofthe current financial
situation of higher education institutions (HEI) in Western Balkans It is meant to help
institutional leaders and national policy makers to make informedchoices about the
possible improvement of funding practices by highlighting some of the long term
consequences of the current situationThe report has been produces within the TEMPUS
project FINHED and is based primarily on the data provided bipur public universities: the
University of Banja Luka (B\), the University of Belgrade (RS),the University of
Montenegro (ME), the University of Mostar (B} the University of Novi Sad (RS), and
Singidunum University (RS) which is a privateinstitution . Data and hformation have been
gathered through an elaborate questionnaire combining quantitative and qualitative
elements The questionnaire is provided at the end of this report.

The participating universities use different local currencies. Montenegro funds its public
sector in Euros, Bosnia and Herzegovina uses Convertible Mark that has a fixed exchange
rate to the Euro, while Serbia uses Dinars with a flexible exchange rate. To enable
comparability across the different insitutions, funding received in local currenciebas been
converted to Euros using the official exchange rates from thg0th of June for each year
Because of this, the changing value of the Serbian Dimarght distort the comparative data
(i.e. the presented decrease in public funding mightave less to do withpublic budget cuts,

but rather explained by thedecreasing value othe Dinar compared to the Eur).

The report is organised into severalchapters, which roughly follow the structure of the
guestionnaire. In the first chapter we provide a descriptive account ofnstitutional funding
practices inthe European context This sectionaims to contextualise the casgat hand, with

a particular attention on major trends in the last decadeln chapter two we introduce the
universities that participated in this study and provide some generalinformation about
them. Chapter threeis organisedinto five sub-chapters, which deal withkey aspects of
institutional funding. These aspects are: Xifinancial resources of the institution, i.e. the
streams and amounts of revenue(ji) internal allocation mechanism,(iii ) students, both as

a source of revenue and as a destination of financial resources through various support
systems (iv) property and investments;, and finally, the (,mdst uni ve
notably on the role of spiroff companies and knowledge transfer activities as a way to
ensure financial sustainability. The obtained information is presented in a comparative
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manner, although in several instances institutional particularities will be highlighted as
well. A comprehensive summary of the findings is provided in the final chapter.
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CHAPTER 1: EUROPEAN CONTEXT IN BRIEF

The current financial crisis in Europe has provided oncegain a motive for questioning the

idea of full public funding of higher education in Europe. Governments face difficulties in

providing adequate financial support for high quality education in light of national

austerity measures and continuous massification of higher education, which keeps driving

costs up. However, as the European University Association (EUA) notes, the tendency to cut

public funding is not uniform acrossEU member states There are still many countries that

perceive higher education as an investment rather than a public expenditure alone, which
encouragest hem t o continue investing greatly in hi
which looks & the impact of the financial crisis on higher education institutions in Europe,

highlights that between 2008 and 2013 countries such as Iceland, Austria, Norway and

Sweden increased the amount of public expenditure for higher education with about 30%

or morel. Then again, countries like Greece, Hungary, and the United Kingdom have
substantially reduced public funding for higher educatior?. Thesebudgetary cuts affect

hi gher education activities differently, dep
countries where funding is earmarked according to the type of costs(e.g. research

activities, salary costs maintenance) national governments decide where to reduce
expenses. On the other hand, in countries where institutions receive their funding through

block grants universities are forced to make individual decisiosiwhere to save money, and

in turn many different strategies emerged.

Despite decreasing public fundingn some casesdirect government support remains the
most important source ofrevenue for public universities in Europe (Estermann and Pruvot
2011, 8). Governments utilize several funding models, such as negotiated funding, input
based funding, output based funding, and student based funding (Albrecht and Ziderman in
Jongbloed 2000) In the first case allocation of funds is based on the negotiations between
the institutions and the government and relie
input based funding, allocations follow the costs of higher educatioas determined by the
number of teachingand researchstaff, the number of students,or the size of the property.

In contrast, autput based funding takes into account institutional performance and its
achievement in producing certain results (number of graduategroduced scientific papers,
etc.). In case of student based fundingesourcesget allocated to institutions via students
and themost common form of this funding is through vouchergJongbloed 2000)

1The estimate is not adjusted for inflation.
2 Public Funding Observatory. Accessed on 12.01.2014. Linkattp://www.eua.be/eua -work -and-policy-

area/governance-autonomy-and-funding/public -funding-observatory-tool.aspx


http://www.eua.be/eua-work-and-policy-area/governance-autonomy-and-funding/public-funding-observatory-tool.aspx
http://www.eua.be/eua-work-and-policy-area/governance-autonomy-and-funding/public-funding-observatory-tool.aspx
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Countries also varydepending on theextent to which governments can influence on what
public money should be spent on. Man¥uropean governments provide block grants or
lamp sum funding to institutions, where universities are responsible for allocating the
funds internally according to their needs.In contrast, universities have very little freedom
to manage theirpublic funds when they are earmarked, whichmeans that the purpose of
the funds is already predetermined by the government(Jongbloed 2000) Besidesmany
governments tend to rely ontargeted funding to steer higher education towardsachieving
specific political goals Through such funding, governments cannfluence enrolment
patterns of students by deciding which programmes to fundand by how much, or by
defining priority areas for funding research (Jongbloed 2000) It is also more and more
common that governments provide funds on groject-bass (especially in the area of
research), which encourages universities to compete against each other on the basis of a
set of criteria. In reality, many of thesefunding models and practices are applied in various
combinations, making higher education funding in Europe very complex. Depending on the
mix of financial modek in place, the pressures of the financial crisis are felt differently in
countries and their consequencesan also vary.

The full impact of the financial crisison higher educationis still unfolding, however, many
universities expect public funding for teaching to decrease during the next years
(Estermann and Pruvot 2011, 8) The most radical cuts in this area areupposed to take
placein the United Kingdomwhee uni ver si t i e ss'likely ® decrédducedgup b ud g e |
to 79% (Estermann and Pruvot 2011, 80) Cuts in public funding for teaching havdéeen
already observed in Estonia, Latvia, Hungary and the Flemish community in Belgium
(Estermann and Pruvot 2011, 82) Higher education institutions face furtherfinancial
pressures by the increasing cost of education, which is driven by the growing demand for
higher education and by external calls to maintain and increase the quality of educatidna
outputs. Under such circumstances many institutions opt for cutting the numbeof their
study programmesor merging them to reduce costs. Freezing staff numbers or the salary
levels is also a frequent solution, while in some cases institutions have also introduced
redundancies, like in Latvia, Ireland, Italy, Hungary, and the United Kingdo(&stermann

and Pruvot 2011, 82) Two exceptions in this regard were France and Poland, where
additional financial means have beemade available to universitiesfor hiring new staff and
salaryincrease * EUA’ s Publ i c F2013d3). ng Observatory’

Interestingly, research activities seemed to suffer less fromdecreasing public financing.
The only exceptions are the Netherlands, Spain and Austria, where research has been
affected more in comparison to funding teaching activitiegEstermann and Pruvot 2011,
83). Many countries have alsoimplemented targeted research funding, which cjmmonly
favours applied research in specificthematic areas (Estermann and Pruvot 2011, 83)
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Furthermore, expenses linked to infrastructure maintenance and development aralso

among the first to be cut, whether directly by public authorities or as a result of the

uni versities'("E&WA’ de Piudilorcs Fundi nkundiGgbferer vat o
maintenancewas reduced in Croatia, Greece and Ireland, and over the period 202014

capital investmentfrom public sources was cut by about 50% in England and Walés* EUA’ s
Publ i c Fundi ng Ob.dslleeroutbnedotrends corfiinlttdat the 4fipancial

situation of higher education in Europe is under extreme pressure, while some countries

are being hit morethan others by financial restrictions and austerity measures

As public support decreases income divsification becomes a necessity for many
universities. As the former Dutch Minister of Education and Sciengaut it: , When publ i
funds decrease and the social demand in higher education increases then only private

finance can keep universities frombeing t r angl ed” ( Ri,tnwersities nged 4 3 ) .

to turn to new sources ofrevenues such as tuition fees, contracts with the private sector,

or income generated by the provision of services to ensure their financial sustainability.

Currently, public funding still accounts for the lion shareof universities’ I n (E02he

average in 2010 was 77,3%)however, as the data from OECD demonstrates, this is slowly

changing acrossseveral European countries, as privaterevenuesincreases on average by
7.3%during the last ten years

Figure 1: Public and Private Expenditure on Higher Education as a Percentage of Total
Expenditure on Higher Education in selected European countries, 2000 (top) and 2010
(bottom)3

3 Only those countries are shown in the tables in which comparative data was available for both time periods.
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Revenuesfrom tuition fees represent an importantincome source for universities, which is

likely to grow in significance as public funding decreasesHowever, many European

countries still resist the introduction of tuition fees mainly due to societal pressuresin

other casesuniversities can charge feeshut their level is often regulated by the state and
henceitcontri butes only a small [BstermamandRyuwott o uni
2011, 8). This might change in thenear future, considering thattuition fees could becomea
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favourable alternative for stakeholders incase public authorities cannot provide sufficient
revenues for higher education to function properly (Johnstone, p7Buch a trend is already
noticeable in Spain where tuition fees have increased between 15% and 25%nd in
Ireland, where an increase is dreseen in the coming years( * EUA’ s Publ i c
Obser vat or yNeverZhBldss thered gre still sora exceptions, like he Czech
Republic and Germany, where plans to introduce tuition fees have been withdrawth EUA’ s
Public Funding Observatory’ 2013, 4)

European funds, and most notably the EU structural funds and the Horizon 2020
programme, are another promising source to which institutions are likely to turn in the
future. The European Union offers a nomegligible income for universities which on
average amounts to 4% of the institutionsbudgetin Europe (Estermann and Pruvot 2011,
9). Since European funds are provided on a competitive basis, the EUA expects that
competition will become more acute, despite cdinancing requirements andthe difficult
administrative processesand accountability requirements, which are coupled with these
grants.

Sthrenghtening the third mission helps universities to engage more deeply with society and
industry. Generatingrevenuesfrom financial activities and servicesis an alternative way to
diversify the income sources of institutions. Many institutions are developing their
fundraising capacities to attract donations from foundations, companies and alumrilfhe
obtained funds areoften channelled towards toi n s t i teodowment, which can play a
crucial role in stabilizing short term financial turbulences. However, endowmentshave still
a minor role in university finances across Europe (Ritzen, p144) In systems with an
earmarked funding model t is even more difficult for institutio ns to build up financial
reserves due to lack of institutional autonomy. In addition, managing institutional
endowments requires more financial responsibility and long term planning capacitywhich
tends to be more developed in systems that utilize a lumpum funding model(Jongbloed,
p26).

Generally, contracts with industry generate more revenues than fundraising, especially
through contractual research with the private sector(Estermann and Pruvot 2011, 9)
Uni versities’ a tevenuestfrpm theo progsem efr serviees is highly
differentiated across Europeand averagesto 4% of their income structure (Estermann and
Pruvot 2011, 9). In many cases, the provision of services is founded on a partnership
between the university and a private company. There are several models odoperation,
while the most advantageousare longterm strategic partnerships. However, as noted by
the EUA, such partnerships remain a challenge for most universitigEEstermann and
Pruvot 2011, 13).

10
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Income diversification is related to many institutional factors, like a strog and effective
management system, expertise in service provision and cooperation with industry, as well
the presence offundraising structures. The creation and development of science parks and
spin-off companies also constitutes asignificant strategy towards revenue generation,
which requires adequate internal support by university management and faculty
(Estermann and Pruvot 2011, 11) Institutional autonomy is also positively linked to the
degree of income diversification (Estermann and Pruvot 2011, 9) This means that
universities need to be free to manage their stafiig matters, including recruitment and
salary levels of their staff, their own property and equipment, define student numbers and
tuition fees, and be free to handlerevenues obtained from private sources. Moreover,
universities must be able to identify thefull costs of all their activities, to assess the degree
to which these costs are covered by the funding source, and whether engaging with a given
partner results in a profit or a loss for the institution (Estermann and Pruvot 2011, 59)
Consequently, universitieswithout the ability to manage their expensegan hardly engage
in income diversification which makes them morevulnerable to uncertainties in public
funding.

11
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CHAPTER 2: INTRODUCTION OF THE PARTICIPATING UNIVERSITIES
University of Montenegr¢gUoM)

The University d Montenegro was founded in 1974and it is the largest higher education
institution in the country in terms of students, staffand infrastructure. The university ' s
seatis in Podgorica, the capital of Montenegraalthough its faculties are dispersed across
four towns and offers study programmes in six more. The university encompasses 20
faculties, 3 scientific institutes, and two independent study programmes About 20.000
students conduct their studies at one of the 77 undergraduaterogrammes offered by this
institutions. The University of Mamtenegro has 1170 employees, out of which 56%
constitute academic staff.

The responsibilities for the management of the university are shared among the
Management Board, the Senate, arile Rectorate. The lattelincludes the Rectorthe Vice-
Rectors, theSecretary General, the Head of Finance and adequate expert servigssthe
level of the faculties the highest academic body is the Faculty Coundilntil 2004, the
University of Montenegrowas a decentralised higher education institutionwhere faculties
were independent legal entities andhad full financial autonomy, which, among others
meant that faculties had their own governing bodies (i.egoverning boards and senates),
separate financial accounts and received public funding directlyfrom the government.
After 2004, when the newlLaw on High Educationwas adopted, the university became
more integrated and faculties lost most of their legal and financialautonomy. Due to these
changes public funding was distributed to faculties through the university. However,
faculties retained some financialautonomy, which was specified in the statute of the
university and were allowed to open subaccounts that enabled them to handle their
financial matters. The integration also meant that20% oft h e f arevanue, whicls
occurred from tuition fees, had to be transferred to the university together with 10% ofthe
revenues from various projects and contracts with the private sector The funds
transferred to the university were then redistributed among the faculties based on the
f a c u finangial status and their particular needs in terms of equipment, maintenance,
literature, scientific conferences, student activities,and so forth. This practice was
interrupted in 2010 because the consecutive budget cuts which required from the
individual units to devote a growing amount of their own income for covering basic
requirements such as salaries.

4 Independent study programmes are Geodesy and Teacher training in Albanian language.

12
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University of MostaSVEMO)

The University of Mostar was founded by fivecantonal authorities ( Z u p a and Firee
2004 the university opened upcentresin all five cantons (HerzegovinaNeretva, Posavina,
West Herzegovina Cantons as well as Canton 10 and Central Bosnia Cantehnere they
deliver educational programmes based on the needs of d@h particular region. The
university offers 50 different study programmes with 46 areas of specialization, and
accommodates about 16.000 students. The educational activity is carried out byO&9
employees, while 168 employees work in the area of administrean and technical work.

The University of Mostar has 11 faculties, including an Academy of Artand 9institutes. It

is organized as an association ahdependent institutions with a high degreeof academic
and partial financial autonomy.While facultiesd o n ’ t sepagate legal entities, they are
free to organisetheir employment strategies, manage studenenrolments and their own
finances. At the university level we find a small number of offices dedicated among other
things to international relations, quality assurance,and other services of a common
interest. Additionally, several commissions are organised at the university leveio deal
with the Bologna process, interuniversity cooperation, regulatory acts, and with
investments and developnent. The management of the university consists of a Governing
Board, a Senate, and the Rector. The Governing Board has 9 members, out of which 5 are
nominated by the foundingcantonal authorities, and 4 by the highest academic body of the
university, namey the Senate.

University of Novi SaqUNS)

The University of Novi Sad wagstablished in1960. Today it comprises 14 faculties located
in four major towns of Vojvodina, namely inSubotica, Zrenjanin, Sombgrand Novi Sad
where its main campus and most ofits faculties, including the university Rectorate are

based The university has 353 accredited study programmes and about2.000 students

studying at undergraduate level There are4.708 employees,out of which 73% belong to

academic staff.

All the faculties of theuniversity are legal entities including theAssociation of University
Centres for Interdisciplinary and Multidisciplinary Studies and Developmental Research.
The university is managed by theRector and the University Council, while the Senatewith
its auxiliary expert organs is the highest academic body.The Rector convenes the
Collegium of the University,which involves the Rector, the Vice-Rectors, the Secretary

13
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General and the Deans of all of the faculties comprigirthe University. The Collegium is a
consulting bodythat makespolicy decisions within the range of the Rector's responsibility,
and seeks to foster mutual cooperation and coordination among the faculties. The
Collegium administrative tasks are conducte by Expert Offices(e.g.financial office, office
for legal affairs, office for project managementand office for education, science and public
relations).

University of Banja LukgUBL)

The University of Banja Lukawas established in 1975.Currently, the university has 16
faculties, one institute, and one associated membethe College of Internal Affairs). Ithas
57 accredited undergraduate study programs and around 17.000 studentsare enrolled at
them. The university hasabout 600 professors, 400 asistants, and 450 administrative staff
employed.

It is governed by aSteering Board,a Senate andthe Rector. The Steering Board is the
managerial body of the university and consists ofnine members: four representatives of
the academic staff, one represemttive of non-academic staff, one representative of students
and three members appointed by the government. The University Senate is the highest
academic body, which discusses all ademic issues and has 2#nembers. The Rector is
assisted by four ViceRectas in charge of research and scientific work, international
relations, teaching and student issues, and human resourced. the level of the faculties the
highest academic body is the Faculty Councllintil 2008, the University of Banja Luka was
a decentrdised higher education institution, where faculties were independent legal
entities and had full financial autonomy. Among others, it meant that faculties had a
separate financial accounts, and received public funding directliyfom the government As
of 2008, faculties lost their legalstatus and most oftheir financial autonomy. The changes
also meant that public funding was distributed to faculties through the university.
However, faculties retained some financial autonomy and were allowed to open sub
accounts that enabled them to handle their financial matters.

14
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University of Belgrad€dUBG)

The University of Belgradeis one of the oldest highereducation institutions in the region,
and its origins can be traced back to the beginning of the 19th centurToday, the
university comprises 31 faculties, 11 research institutes, and 7 universitgentres. Faculties
of the university are separate legakentities and have their own management bodiesas well
as financial independenceThe university, besides its coordinative function, hasa certain
number of legally defined responsibilities, such assetting the criteria for academic
promotions and quality assurance.

Thei n st i tgovernirgrbodes are theUniversity Council (with 33 members, out of
which 23 areappointed by the university) and the Rector, as a singlenan body.The Rector

al so establ i s hliegumtirhvhichRasa theoViceRector€ and theSecretary
Generalparticipate. The Senate is the highesicademicbody (consists of 44members) and
deals with issues related to education and science. Besides the Senate, the University of
Belgrade has 4 related Faculty Group Councils, the Council of Institutes, and the Council for
Multidisciplinary Studies, 8 Scientific Councils, and oth@dechnical and advisory bodies.

Singidunum Universitf{USGD)

Singidunum University is a private university founded in 2005 in Belgrade.It has 5
faculties, one of them being located in Valjevo. These faculties are independdagal
entities and areaccredited for the realization of undergraduate, master and doctoral study
programmes in three scientificresearch fields: social sciences, technical sciences and
natural sciences and mathematicsAbout 9.000 students are enrolled atthese study
programmes.

The University Rect orate is constituted by the univerl
Office. The university management is formed by the Rector, the Videectors, the Deans of

the Faculties, the Directors of the Departments and Institutes, and by tl8ecretary General

of t he uni ver si ty.employseexpeRe whoocoridsct pffedsional.e
administrative, technical and general tasks necessary for the functioning of the university

The university *hghest professional body is the Senate. It ha$Inembers, from which 10

are representatives of the university, 2 members are nominated by the Department

Council, 1 representative of professional services, and 2 representatives of students,

nomi nated by the Student’ s RaextendediSBenate, which he un
also includes two additional representative delegated from each Faculty (one professor and

one student) with legal status.

15
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CHAPTER 3. ANALYSIS OF FUNDING PRACTICES AT UNIVERSITIES
3.1. Financial resources: streams and amounts of revenue
3.1.1. Financial planning practices

Financial planning at universities is strongly related to how public organisations are
managed. In countries where mid and long term financial planning is part ohé normal

budgetary procedures universities also tend to develop such projections in close
cooperation and negotiation with the representatives of the governmentVhere this is not
the case, universities operate on annual budgetdlevertheless,several institutions in this

study outlined that while they do not have long term financial plans, they denake plansfor

the future, which they try to accommodate within their annual budgets.

According to the provided information, anly the universities in Bosnia and Herzegovina
produce mid-term financial plans. The University of Banja Lukahas a three-year budget
plan. The proposal is developed by the miversity and sent to the Ministry of Education and
Culture for review and approval After its approval, the mid-term plan serves as the basis
for developing theannual budget of the university.In a similar way doesthe University of
Mostar produce a financial proposalfor four years for the cantonal authorities. The
budgetary planning at the institutional level is initiated by the Senate of theuniversity,
which asksfaculties to submit their draft financial plansto the Rectorate These are later
reviewed and organized into a comprehensive budget plan by the universities financial
office and submitted for consideration and adoption to the Senat&ollowing its adoption,
the Governing Board produces the financial plan which is sent to thecantonal authorities
for inclusion into the public budget.The plan outlines the required financial resources for
the normal functioning of the university, and ircludes projections about pubic income and
expected private incomeas well (from tuition fees, donations, projects, and othesources.

The University of Novi Saddoes notproduce any long term financial plan As the institution

notes, the reason for thiscan be found in the lack of long term planning bthe stateandthe

provincial government, which preventsthe university from developing such plansNeither

doesSingidunum university, which is the only private university participating in this study,
produce any mid or long term financial plans however, they set objectives lke

constructing or buying new facilities, establising an institute, etc.) which are then taken
into accountinthei n s t i taonual filmanciasplan.
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3.12. Streams of revena

According to the data provided by HEIs, yblic revenues constitute the majority oftheir

revenues(except for private universities). This stream of revenue hafluctuated during the

last five years whith a sharp decrease in 2009 and 2010, and rising again afterwargdsee
Figure 2)5. This increase is most noticeablén the case of the University of Montenegroand
to some extent, in the case of th&niversity of Belgrade.A steady trend of decreasing
public fundsis only noticeable in the case of th&niversity of Mostar (see Figure 3).
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75.000.000,00
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Figure 2: Cumulativeamount of public funding(including funds earmarked for teaching and research
from all public sourcesjeceived bythe participating universities(In EUR},”

5 Because the national currencie are converted into Euros, the observed trends are likely to be influenced
also by the currencies eghange rate. This could particurarly be the case of Serbian, which uses flexible
exchange rates for its currency.

6 Official exchange rates on the 300of June have been used for each year.

7 Due to lack of data, the chart does not include the University of Novi Sad.
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Figure 3: Revenues of higher education institution@cluding funds earmarked for teaching and
research)from all public sourcegin EUR82,10

The University of Mostarrepresents a unique case among the six universitiebecause iis
financed through five cantonal authorities!l. Moreover, the institution is not funded
regularly through the regions y e a r [, sathdviuislsgstatned through separate grants
for which the regions issue calls. In a similar fashion, does the university receive
governmental funding from the Republic of Croatia for teaching purposes carried out by
guest lecturers from Croatia. This income is shown ithe institutions private revenues.

Considering the composition of public funding, we can say that the largest paof it is
earmarked for educational purposes.Funding for research isusually obtained through
competitive grants, thus the amount depends on thesuccessful application of the
researchers Moreover, many universities do not countthe revenuesobtained in this way
asregular public support, rather as a supplementary funding

8 The University of Banja Luka did not report the amount of public funding for the years 2006 and 2007,
because during this period fundingwas transferred directly to the individual faculties.

9 Due to lack of data, the chart does not include the University of Novi Sad.
' Data for the University of Belgrade does not include all the faculties.

11 HerzegovinaNeretva, West Herzegovina, Posavin@€entral Bosnia Cantons and Canton 10
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Researchfunding constituted only a minimal amount in the total budget of the University of
Montenegro urtil 2012 when it suddenly increased ten times (see Figure However, the
university did not provide any explanation for this increaseln contrast, research fundirg
at the University of Belgrade continually accounted for about 20% of the nst i t ut i on’
public revenues (see Figure 5. This percentage is somewhat lower at the University of
Novi Sad, where it is estimated to be around 109%Revenuesfrom local municipalities and
other national sources account for a very small portion othe total public revenuesof the
University of Belgrade
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Figure 4: Compmsition of public fundng at the University of Monteegro (In EUR)
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Figure 5: Composition of public funding at the University of Belgragde RSD}?

In contrast to Figure 3, where revenues of the University of Belgrade were presented in
Euros, Figure 5 presents the insitutions revenues using the original amounts in Serbian
Dinars. Thus, it becomes evident that public funding for both teaching and reseh have
steadily increased over the years, however, their value has decreased when compared to
the Euro. This concern has also been highlighted by the University of Belgrade.

Besides public revenuesuniversities can obtain additional funding from private sources.
On average, universities obtain between 35% and 40% of their total revenues frosuch
sources.This isa considerably higher percentagehen the EU21 average, which amounts to
22,7% (see page 7).The most common private sources of revenue are tuition fees,
administrative fees, donationsand commissioned projects(such as laboratory services,
project development, and supervision services) (se&able 1). Some univesities also rely
on consultancy fees, leasing of facilities and spaces, and revenué®m publishing. In
addition, the University of Belgrade reported to have external revenues from its
endowment, which was obtained from various donations and is now managed by the
university. A detailed presentation ofexternal revenue sources byinstituti onsis shown in
the table below.

UoM SVEMO UNS UBL UBG USGD

Tuition fees

Administrative fees

Consultancy fees

Leasing
facilities/space
Commissioned
projects
Donations

Publishing

Tablel: Sources oprivate revenues?

As shown inFigure 6, both public andprivate revenues have slightly decreaseduring the
last years compared to 2008Private revenues decreased by 3,43% while public revenues

2 Data for the University of Belgrade does not include all the faculties.

13 The coloured squares indicatehat universities obtain income from the mentioned sources
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by 6,54%. However, there are considerable differences across institutionsoncerning
private revenues (see Figurer). The University of Belgrade, which is the largest university
in the region has the highest levels afevenuesfrom private sources,although there is an
obvious decreasing tendencywhen adjusted for the value of Eurd. In contrast, the
University of Banja Luka, while it is not the smallest university in terms of student
numbers, generates the least amount gifrivate revenues. The University & Mostar is the
only case, where we can observe a steady growth prfivate funding during the time period
2006 - 2012.
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Total revenues from public sources====Total revenues from private sources

Figure 6: Cumulative total revenue of the participating universities from both public andorivate
sources (in EUR)

14 Revenues in dinars have constantljncreasedduring the past years, except in 2009, when they decreased
by 2,23%
15 The chart does notinclude the University of Novi Sad and Singidunum University.
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Figure 7: Private revenues of higher education institutions (in EUR},18

As shown in the individual tablesin most cases there is an inverse relationship between
public and private revenues. When one is decreasing, the other is likely to increasghis
might suggest that universities are more likely to turn to private income generation, when
public funding is decreasing. However, the exact mechanisms through whidtely achieve it
remains unclear.

16 The University of Banja Luka did not report the amount of external revenues for the years 2006 and 2Q07
because in this period revenues from private sources wengrimarily managed by the individual faculties.

17 Due to lack of data, the chart does not include the University of Novi Sad and Singidunum University.

18 Data for the University of Belgrade does rtdnclude all the faculties.
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Figure 8: Public andprivate revenues of the University of Montenegro (in EUR)
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Figure 9: Public andprivate revenues of the University of Mostar (in EUR)



Comparative Report on the Institutional Funding in Higher Education in Bosnia and Herzegovina, Montenegro and Serbia

20.000.000,00
18.000.000,00
16.000.000,00
14.000.000,00
12.000.000,00
10.000.000,00
8.000.000,00
6.000.000,00
4.000.000,00 \/_
2.000.000,00
0,00

/

2008 2009 2010 2011 2012

= Private revenues === Public revenues

Figure 10: Public andprivate revenues of the University of Banja Luka (in EUR)
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Figure 11 Public andprivate revenues oftie University oBelgrade(in EUR)

In 2012 the University of Mostar was the least dependent on public revenues if
constituted only 19.26% of the institutions total revenue0). In the same year, 92,5% of its

19 Until 2010 tuition fees were regarded asrevenues for the budget of the republic (although some
percentage remaind for the institution). Since 2011 they became once again the university r e and thes e
organisational units that realised them, increasing the total amount girivate revenues.
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private revenues came from tuition fees. On the other hanthe University of Banja Luka
relies the most ongovernment funding (73,57% of their budget was obtained from public
sources).

Considering the sources oprivate revenues, tuition fees account for morghan half them
(56%) across all participating universities. They are followed by revenues obtained from
consultancy (8%), commissioned research projects (8%), and EU research projects (6%).
Revenues fromspin-off companies are the onlyincome source, which is not utilized by any
institution , thus no income has been reported under this catego#y.

20 |t has to be noted that the University of Mostar accounts for support received from the Republic of Croatia
as external revenue.

21 The University of NoviSad stated to have revenues from spin f f compani es, however di
amoun in the budget.
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= Commissioned research projects = EU research projects

= Other = Commissioned non-research projects
= EU non-research projects = Administrative fees

= Donations from foundations m Publishing
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Figure 12: Cumulative percentage of private revenues by categories across all participating
universitie$?, 23, 24

22 Only those revenues are shown for which the individual faculties account toward the university.
23 Data from the Singidunum University is not included.
% Data for the University of Belgrade does not include all the faculties.
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Figure 13:Total revenuedrom tuition feesby the participating universitiein EUR¥>, 26
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Figure 14:Total revenuedrom grants and contractdy the participating universitiegin EUR}?, 28

% Data from the Singidunum University is not included.
% Data for the University of Belgrade does not include all the faculties.
" Data from the Singidunum University is not included.
8 Data for the University of Belgrade does not include all the faculties.
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The abovefigures show that revenuesfrom tuition fees have been steadily rising over the
last seven years. Howeverrevenues from consultancy and commissioned nofresearch
projects have fallen, while revenues from EU grants have slightly increased during the
same period.

There is a lack of systematic and structured &mpt to attract revenues from private

sources The universities that participated in this study do not have organizational units
dedicated to fundraising activities. In most cases, the viaector or a member of the
university management is responsible for following the financial status of the university.
However, thisdoesnot necessary involve an active earch for new income sources, rather

the person’s task is to oversee the flow of
with the government about future funding.

3.1.3. Summary of key findings

The participating universities have outlined severaldrivers behind the increase, decrease,

or stability of different revenue types. Decreases in public fundingare most commonly
associated with the financi al crisespubliod the
savings. On the other hanghe stability and increase inprivate revenues islargely related

to the growing revenues from tuition fees (both expansion in terms of number of
enrolments and rising fees)and partially due to the availability of European grants

The public funding for the University of Montenegro has beenfluctuating acrossthe years
(see Figure 3. Funds were increasing until 2009 when they started to decrease until 2012,
when a sharp increase in public research funding (ten times morthan in the previous
year) was noticeable. As the university explains, the decreasing public funding for teaching
is mainly due tocuts in state budget On the other handthe increasing number of students
and study programmes helped the university to almost ouble its revenue from tuition fees
between 2006 and 2012. Revenues from leasing of facilities and equipment, as well as EU
funds also increased during this periodDue tothe dispersed character of the university, a
substantial part of the generated incore is used to crosssubsidize programmes that are
realized in the less developed north part of the region. This policy has been based on the
assumption that the financial burden would be shared with the local authorities, which, as
reported, is usually notthe case.

Public funding of the University of Mostar, whichs obtainedfrom cantonalauthorities, was
constantly decreasing between 2006 and 2012. As the university outlines, one of the
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reasons for this decline can be found in the fact that the institigns funding is managed on

the basis of grants, which is never certainOn the other hand,h e u ni ¥reversest y’
from external sources were increasinghroughout these years. The most notable increase

in private revenuesoccurred with regards to tuition fees, whichtripled between 2006 and
2012. As the university states, this increase can be explained by the periodicaliging
amount of tuition feesand by the increasing number of students who were attracted by the
uni v e exgpantng husber o study programmes.

Based on the provided data, we cannot conclude much about the financial situation at the
University of Novi Sad.As the university explained, their public revenues are determined
by fiscal stability (i.e. inflation), the available resources of the Serbian government for
higher education, and by the formula, which is used by the Government foalculating the
maintenancecosts and overhead expenses of the university and its facultieSn the other
hand, the university reported that their income from private sources remained stable
between 2006- 2012.

Public funding at the University of Banja Lukdas beenmore or lessconstant throughout
the years with very little fluctuations. There was a slight, but visible increase in their
private revenues, mainly due to increases imcome from tuition fees and donations from
foundations. The university stated that their revenues were influenced byseveral factors,
such asthe global economic crisischanges in the status ofuition fees??, changesn the tax
rate and contributions to personal income of employeesi,nitiation of new study
programmes and thegradual introduction of master programmes for existing studies.
While the number of faculties at the University of Banja Luka has increaseldirin g the last
couple of years thatdid not inflate the expensesof the university becausethe new faculties
emerged with the separation of existing onesThis hasincreasedslightly the administrative
costs,but did not increasesignificantly the cost ofeducation asthe teaching staff continued
to deliver the same teaching as befe, thus the sameeducational activities were carried
out regardless of the organisational structure.

Revenues (both public andorivate) of the University of Belgradefluctuated between 2006
and 2012 As the wuniversity outlines, the decr ease
decreasing public investment into research and education, has discontinued 2008 the
growth path of increasing public revenues (see Figure 1). Only funding for research

2 Until 2010 tuition fees were regarded agevenuesfor the budget of the republic (although some percentage
remaind for the institution). Since 2011 they became once again the unikgity’ s r e vaedntbee
organisational units that realised them, increasing the total amount girivate revenues.
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activities shows a steady increase, andas doubled during this time of period. On the
private revenue side, the most visible increase was realized in the categories of tuition fees
and administration fees, EU grants, and under other costs.

The Singidurum University obtains mostof its revenuesfrom tuition fees. The stability of
the student numbers has contributed to the sustainable development of the university in
the previous period.

3.2. Internal allocation mechanism
3.2.1. Revenudistribution

The majority of the universities faces some limitations in spendingheir revenues. Public
funding is normally earmarked and most of itis allocated towards salaries. Similarly do
faculties, institutes, and departments within universities face some limitations in
determining how to spend public money. The only exception is the University of Mostar,
where faculties are free to combine governmental funds with their own reenues and
spend them according to their own financial plan. At the end of each year, the faculties of
the University of Mostar submit an annual financial report to the Rectoratdn the case of
the other universities, faculties have to spend public fundsaccording to the prescribed
budgetary lines and the laws that regulate salaries of public servants. Hence, funds cannot
be used for other types of activitiesAs the University of Banja Lukaemphasized,every
change in the predetermined budget requires theapproval of the Ministry or the
government.

Considering revenues from private sources most universities reported to have no
restrictions on how they spendthem. This is thesituation at the University of Montenegro,
the University of Banja Luka, the Uniersity of Mostar, the University of Belgrade, anct
Singidunum University. The only institution that faces limitations in thisrespect is the
University of Novi Sadwhich said they have to spend their own revenues also according to
the prescribed budgetay lines.

Generally, individual faculties, institutes, and departments are freas wellto determine the
way in which they wish to use their revenues fronprivate sources. Howeveras noted by
several universities,in most of the cases, these revenues eng filling in the gap between
real costsof the institution and the inadequate governmental fundingln an attempt to
conform to the Law on public procurements in Bosnia and Herzegovinghe University of
Banja Lukahas introduced internal limitations on spending, which requires thatfaculties
that wish to conduct capital investments above the value of 6,000 KM (approximately 3,000
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EUR) need to get a written approval from the rector of the university, and in case of 20(D
KM (approximately 10,000EUR from the Senate of the University

In Serbia public funds are distributed directly to faculties, and from faculties tothe
university, i.e. bottomup. This is the case at the University of Novi Sad and the University
of Belgrade. The percentage of revenues that falties need to transfer to the uiversity are
defined by the Senateof the university. Another common distribution model is the
combination of top-down  (from the university level to individual
faculties/institutes/ departments) and bottom-up model. At the University of Monteregro
the fundsof the university represents a combination ofgovernment fundsand the revenues
of individual units (30% of tuition fees + 10% of projects). At the University of Banja Luka
governmental funding is manage by the Rectorate, who pays for the salaries of thetaff at
each faculty. However, facultiestransfer funds to the university as a contribution to
maintenance costs (7.5% of their private income). The only institution with a top-down
distribution model is the University of Mostar, which has an integrated organisational
structure. The grants obtained from cantonal authorities are distributed to faculties
according toa predefinedpercentage.

Revenuesof universities are allocated towards different types of expensesee Table 2).
However,atmost of the wuni ver si taxpemdituwérresaearch staff,f i nd a
and expenditure for student scholarships is also not common across all institatns.
Singidunum University offers support for talented students in the form of tuition waiver, so

it is a forgone earning for the institution, but not an expenditure.The most common
expenditures under the categor y ases$, subsCiptiore r
to scientific journals, student activities, partial coverage of the costs for participation at
scientific conferences for academic staff, rewards for published papers in leading scientific
journals, support of short specializations abrod for academic staff, cdinancing of EU
projects, membership fees for international associations, organization of scientific
conferences, acmditation fees, expenses ofcommittees, and costs relted to public
procurements (like advertising).
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UoM SVEMO UNS UBL UBG USGD

Salaries of academic staff

Salaries for research activity only

Salaries of administrative and support staff|

Equipment

Maintenance

Scholarship fund for students

Printing and publishing

Other

Table 2 Types of expenditures of the participating universities

The following figures indicate the composition of theallocated public funds. Since detailed
data was available only in the ase ofthe University of Belgrade ad the University of
Montenegro, justthesetwo examples arepresented.
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Figure 15: Compositiorof the allocatdpublic fundsat the University of Belgradén EUR)
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Figure 16: Composition of the allocatedublic funds at the University dflontenegro(in EUR)

The data illustrates that in both casespublic funds are allocated mainly towardsthe

salaries for academicstaff. The amountsassignedfor the salaries for administrative staff,

and for research staff (in case of the University of Belgrade) asdso substantial Besides, a
significant amount of public funds is distributed towards the heading of other cost®¥

Considering he level of total expenses across all participatingniversities we canobserve

a rather stable trend (or slightly increasing in some cases) bet@en 2006 and 2012. The
dominant category of expensesire related to the salaries of academic stafftowards which

also most of the public funds are allocatedExpenditures for maintenancecosts are usually
between 5% and 10%across the participating universities

% In the case of the University of Montenegropther costsinclude utilities, material costs, as well as travel
costs.Other costs at the Uniersity of Belgrade are comprised ofitilities and expenses for employees.
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Figure17: Totalamount ofexpendituresat the participating universities(in EUR}!

At the University of Montenegroexpenditures remained stabledespite substantial increase
in the number o study programmes, which is due tdahe fact that the number of students
and employees remained constant over this periodlhe level of expenses at the University
of Mostar have gradually increased over the years and most notably with regards to
salaries. On the other hand, employee benefiteand material costs have remainedather
unchanged dueto thei n s t i tswategydorfulfilsonly its minimum needs. Expensesalso
rose somewhat at the University of Belgrade mainly becausethe inflation rates and
changes in the value of the domestic currencyAn increase was moshnoticeablein the area
of salaries for research activity.Data about expenditure is not availableor just partially
available for the University of Novi Sad the University of Banja Lukaand the Singidurum
University.

As the data shows, aaries constitute the main expenditure across all universities. Their
levels are usually regulated by the nation&kntity law or a by-law that defines the calculus
according to which salaries of employees irthe education sector are determined. At
Singidunum University, salaries are regulated entirely by institutional acts, however, they
do adhere to some of the general provisions set by the Law on Higher Educatidn.
addition, universities adopt their own internal regulation which supplements the existing
national ones. These regulations serve as a basis for additional salary increabased on

31 Due to lack of data the University of Novi Sad and Singidunum University are not included.
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thei n st i towr revenues. In some cases, such as the University of Belgrade the
University of Banja Lukg they are adopted on the level of faculties, thus magesults in
considerably different wage levels within the samanstitution . As the University ofBanja
Luka highlighted, in 2006 they have supplemented the salaies of employees with -30%
on average, ad they currently do so with 60-80%.

With the exception of the University of Belgradeand the University of Banja Luka most
universities reported that data on salary levels is not availablelherefore, we outline only
the amounts and criteria which existat these two insitutions. In Republica Srpska, the
salaries are calculated according to coefficients defined by the law. Each employee of the
university is classified into a category based on his or her position and educational level.
These categories hava coefficient, which is multiplied by the base salary, which is 106 KM
(approximately 50 EUR).

RS BiH/RS
Full professor 968.74 1,081.63
Associate Professor 898.79 919.39
Lecturer, researcher, consultant with a doctorate 823.06 811.22
Research assistant with a doctorate 697.92 648.98
Senior lecturer or senior lector 672.57 703.06
Teaching assistant 596.20 594.90
Teaching associate 566.06

Table 3: Salary levels of academic staff (including fees and charges) paid by the Serbia Government
and by the Republic of Srpskin EUR32

32 Exchange rate applied from 30 June 2012.
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RS BiH/RS
Secretary General of a university with more than 15 faculties (and chief
. : N . 631.17 703.06
financial offices in the case of Republica Srpska)
Secretary General of a university with less than 15 faculties (and chief
f - A . 622.83 703.06
financial offices in the case of Republica Srpska)
Prifessional associate, Librarian researcher, Secretary of the Faculty 555.77
Librarian 357.78 459.69
Technical secretary, technician, financial operations, warehouse worker, driver | 276.60 297.45
Hgatlng technlman, security guard, watchman, janitor, warehouse worker, 250.93 970.41
driver, supplier
Cleaner 219.16 189.29

Table 4. Salary levels oddministrative and technicalstaff (including fees and charges) paid

by the Seria Governmat and by the Republic of Srpskin EUR33, 34

Based on thep e r s managsmentrole, the salay is increasing as the following:

RS BiH/RS
For the rector 40% 50%
For the vice-rectors and the deans 30% 10%
For vice-deans (and for leaders of research institutes in Serbia) 20% 5%
For chairs or heads of departments, for the secretary of the faculty, for
the chief financial officer, for the head of the rectors office, for the head 10%
of studies
For the head of office, or service 5%

Table5: Salary increses for staff (In EUR)

3.2.2. Cost per student in an academic year

Only two institutions have attempted to calculate the institutional cost per student in an
academic year. The University of Montenegro has adopted a method, whereby they divide
the amount of funds obtained from the government and from the students by the total
number of students. The costs areshown in Figure 18 and display the averagevalue for all
study programmes. However, the university states that there is considerableariation
across study programmes (e.g. cost per student in the arts department comasar to

10.000 EURper year/student).

¥ Wages are determined in line with thenational qualification framework.

3 Exchange rate applied from 30 June 2012.
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Figure 18 Institutional costs per students at the University of Montenegro (in EUR)

Another university to calculate the institutional cost per student is the University of Novi

Sad. Similarly to the previous method, the cost of teaching staff, nacademic staff,

working materials at laboratories, consumablesmaintenance of buildings and assets per

year, and investment costs (equipment) have been added up and divided by the total

number of students. The obtained costsary from 5000-10.000 EURper student depending

on the student s y e ar (eg.in the Istyahrycosts per student arehighest and they

gradually decreasein the next years of study. Whi | e t he univerexactty di d
calaulations they outlined that the Ministry of Education contributes with only 2200 EUR

per student for an academic year.

According to the provided data, none of the universities attempted to calculate the

marginal institutional costs per student Asthe University of Novi Sadexplained, thisis due

to the fact that the Provincial Government and the Ministry of Education prescribe the

maximum number of students that can enrol in each academic year and
universities/faculties cannot exceed this number (no additional students)T hus, it woul
be worthwhile to calculate the marginal cost of additional students.
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3.3. Students as source of revenue and insti tutional student support
3.3.1. Tuition fees and administrative costs

Several factors influence universities indeciding the total number of students to be

enrolled at Bachelor levelWhile taking into account governmentalrecommendationsand

limits set by accreditation agencies, they also consider the nsti tution’s cap
enrolments from previous year(s) (seeTable 6). Estimation of the labour market needs and
institution’s expenditure from theimpptag.vi ous
Among other things, the University of Banja Luka highlighted the soceconomic situation

in the region as beingavery important factor.

UoM SVEMO UNS UBL UBG USGD Average
Enrolments from previous 433
year(s)
| nst i tcapacityqstaff, s 4.50
facilities)
Institution’s
the labour market needs 3.83
Instlitutlon S 3.67
from previous year
Other 5.00

Table 6 Relevance of factors affecting the decision tie maximum number of students at
Bachelor level.

For determining the number of fee paying studentghe University of Montenegrouses the
sameprocedure for al/l cycles of studies and i s
comes from the facultiesthe Senate deliberates on the proposed figures and forwasdhe

proposal to the Governing Board, whose decision is sent to the Government for final
approval .” | n @rd eported that,the untiversiyahas litheefreedom in

determining the number of fee paying students The limit for the total number of students a

faculty can enrol is limited by the provisions of the licence issued by the Ministry of

Education. This number is based on the type of study, building and lab capacities,
equipment and human resources. All of these factors are taken into account when
proposing the enrolment figures in an academic year.

Similarly, a the University of Novi Sad, the University of Belgrade, and the Singidunum
University the number of fee paying students (o all levels) is determined on the basis of
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the acquired licence (esulting from the accreditation procedure), which is usually
decreased by the number of statédunded students.

In Bosnia and Herzegovina, the government onlytervenes in determining the number of
state funded students.At the University of Mostarboth publicly funded and fee paying
student numbers are determined by the individual faculties, but in case of the former, the
public authorities’ -cénteffextrortheafinal mumbers. Fer settirgs
the number of Bachelor or Masterstudents faculties considerin detail the needs of the
labour market, their physical and teaclng capacity, after which theopen call is published.
The faculties alsoenjoy the freedom to determine who gets access to doctoral education,
and in this case they cover the incurring costs.

In 2012 the average tuition fee for Bachelor studies across all thastitutions was 769
Euros, for Master studies 1,003 Euros, and for doctoral wfies 1,857 Euros. Generally,
tuition fees are determined on the same basis for each level of studies. Universities take
into account the recommendations of the government, théabour market needs and the
socio-economic status of students. Changes in themaunt of tuition fees are usually
proposed by the academic councils of thastitutions .

In the case of the University of Montenegro, two types of tuition fees exist, namely a
minimum and a maximum that students pay at each level’he minimum tuition fee for
Bachelor studiesis 500 EUR per year and is for thosstudents who want to study at a state
supported study programme but did not qualify for the quotas imposed by the Ministry.
The maximum tuition fee is 1000 EUR per yedor study programs that are not supported

by the state budget. As for the Master level, the university charges 1500 EUR per year,
except for a few study programs where costs of delivering the programme are higher.
Finally, for the PhD level, each study program proposes the amounf tuition to the
Ministry for approval, which needs to be supported by a justification of cost§.he amount

of tuition fees for Bachelor studiesat the University of Montenegrohave not changed for
the last ten yars. It was also pointed out that the uniersity had to take into account the
average family income in Montenegro, so that the current tuition fees reflect the social
responsibility of the state university.

At the University of Mostar tuition fees for Bachelor and Mastestudies are determined
based on the suggestions of the individual faculties. The recommendations are put forward
by their academic councils. Before the tender for study programmes opens, the Ministry
has to give approval of these recommendations (which also include the number of
students). Tuition fees for PhD stuges are determined by the &culties according to their
own calculations, which areapplied in line with the regulatory acts.
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The University of Novi Sad calculates the tuition fees for Bachelor, Master, and PhD studies
acoording to the real costs of studyingand considering also theneeds of thelabour market.

As the university notes, tuition fees are significantly under their real cosiue to the socic
economic circumstances of the region.

Similarly, does theUniversity of Banja Lukadefine tuition fees for Bachelor studies on the
basis of living standards and the overall soci@conomic and political situation in the
region. Consequently, they havenot changedsignificantly during the last few years. The
amount of tuition fees for Master studies are formedin the same way, but are slightly
higher, while fees for doctoral education are based on the real costs of teaching and
research.

At the University of Belgrade tuition fees for Bachelor, Master, and PhD stedi are
determined as a percentage of the feepaid by the government, and according to a
calculation that takes into account thestudent demand for the given study programme or
the educational profile of the programme.
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1.500,00

—

’\
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Figure 19 Cumulativeaveragetuition fees atall participating universities (In EUR)

With the exception of the University of Novi Sad, tuition fees for Master studies are higher
than tuition fees for Bachelor studiesThe above chart also demonstrates that the average
tuition fee for PhD studiesis more than double of the tuition for Bachelor studies. The
observabledecreases in tuition feesover the years islargely a result of the Serbian Dinars
decreasing exchange ratéA more detailed elaborationby different institutions is shown in
the subsequentfigures.
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Figure 20: Average tuition feefor Bachelor studies across institutior{tn EUR)

As Hgure 20 indicates, the decrease in average tuition fees at Bachelor level &
combinstion of stable tuition fee levels at theUniversity of Belgradeand the decreasing
value of the domestic currency Other universities kept their tuition constant or increased
them. A very similar tendency is visible when we look at averagwiition fees at Master
studies (Figure 21).
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Figure 21: Average tuition fees for Master studies across institutions (In E9R)

According to the University of Montenegro, the conspicuous trend is that tuition fees are
virtually unchanged during the last decade. The main reason for this stability is the
sensitivity of the university towards the stable but low level of family income in the
country. In the case of the University of Mostar, we can observe a slight increase of tuition
fees, which is mainly due to the trend in general living costs, but also due takaof support,
that is, the non-stable financial revenues from public sources. At the University of Novi Sad
the main reasons for changing the level of tuition feess related to the socieeconomic
background of students and the increase of institutional asts. At the University of
Belgrade, the main drivers behind the changes were related to inflation and changes in
material costs.

There is considerable diversity regarding the amount of tuition fees between individual
faculties. In case of the Universityof Mostar tuition fees are the lowest at the faculties of
social sciences, while they are the highest at the faculties of medicine and health sciences.
The following chart demonstratesthis diversity in the case of the University of Belgrade
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Figure 22: Tuition fees at thdaculties of the University of Belgrade in 2012 (in RSD)

35 Because the University of Mostar started to implement the Bologna requirements in 2005/2006, the first
Masters studies started in 2008/2009.
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Data about the tuition fees at the Singidunum University are natvailable. However, the
university outlined that the amount of tuition fees has not changedirastically during the
pastyears.

3.3.2. Institutional student support

With respect to direct or indirect student support, independently from the government
allocated support, most of the universities present a number of awards to thé best
students. In some cases, there are alswition waivers or scholarships available for
students with disabilities or for students from a disadvantaged background In the
following part we outline these support mechanisms separately at each university.

The University of Montenegro provideseach yearawards for the three best students, one
from the field of natural sciences, life sciencs and medicine, one from social scienseand
humanities, and one from arts. In parallel, each year all faculties choose one student to be
awarded a grant by the university for one academic yeaFaculties alsoaward a certain
number of their best students at the beginning of the academic year.

The University of Moswmharl ehast a hRe cftaocru'l st ya waervd
award. The criteria ofreceiving these grants is based on the academic results of the student

from the previous year of studieslt is expected that the student Bs a grade point average

above 4, passed all the required exams, and signed up for the next academic year without

any unfinished subjects from the previous year. If all the criteria are met, théean

proposes in a written document the names of these studémnto the Rectorate. At most two
students from one faculty can receive the Re
official session of the University Senate during the Anniversary of the University. The
criteria for the Dean’ aultyaseparatey, and awdraéetl onnthed by
Anniversary of the Faculty.

The University of Belgrade has several ways to support directly or indirectly its students.
The University provides scholarships from its endowment according to a set of
performance criteria. They also support students from disadvantaged social, material
status or with disabilities, andalso provide financial support for sport ard social activities
of students. At the University of Novi Sad student support is realized through student
scholarships and awards given tathe best students at the university.Similarly do the best

36 Contains data for a selected number of insitutions only.
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students from each faculty at theUniversity of Banja Lukareceive an awardeach year
Tuition waivers are also a common practices at universities. Th8ingidunum University
provides tuition waivers for the best candidates, as well as the University of Belgrade, and
some faculties of the University of Novi Sad (e.g. the Faculty of Economids)total 2,5% of
all students are exempt from paying tuition fees University of Na\Sad. At the University of
Montenegro, students with disabilitiesare alsoexemptfrom paying tuition fees and in the
academic year 2012/2013 there have been 38 such caseBhe University of Banja Luka
exempts students whee family membersdied in the Balkanwars from paying tuition fees,
and offers a 50% tuition waiver for students coming from the same familyThus, it is a
common practice at universities to take into account the socieconomic background of the
student and accordingly decrease or comniptely eliminate the required tuition fee.
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Figure 23: Total number of students supportdaly the universitie§”

37 Data from the University of Mostar contains only the number of students supported by the Rectorate.
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Figure 24: Total amount spent on student support by universities (in EBR)
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Figure 25 Per student supporby universities(in EUR}®

38 Data from the University of Mostar contains only the number of students supported by the Rectte.
391t is not clear whether the scholarships of the University of Montenegro also include a tuition waiver or not.
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Figure 26: Studentsexemptfrom payingtuition fees at the University of Belgrade

When looking at the relationship between the numbers of students supported and the
amount spent on student support, we cannot observe a clear relationship. Some
universities support a few students only, but devote a considerable amount for such
purposes (ie. the University of Montenegro), while others spend much less on student
support, but many students are benefiting from this (i.e. the University of Novi Sad).
Consideringthe amount devoted to student supportwe can observe a growing trend only

in the case of the University of BelgradeData from this university shows also an increase in

the number of students exempt from paying tuition feese s peci al ly based on
socio-economic background and othercriteria, set by the individual faculties.Tuition
waivers are applied Il ess frequently based on

her extracurricular activities.
3.4. Property and investments

With the exception ofthe universities in Bosnia and Herzegovina (University of Banja Luka
and Mostan and Singidunum University in Serbiathe property of theinstitutions is owned

by the state. Consequently, maintenance costs are shared between the university (and their
faculties) and the government. At the University of Montenegro 75% of these costsear
covered through the institutions own resources and the remaining costs by the state. In

40 Contains data only for a few individual faculties of the university.
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contrast at Serbian universities, the governm
costs together with the individual faculties. Both at the University of Belgrade and the

University of Novi Sad, the central ung contributes only 25% to these costs. Some of these
universities also rely on domestic and European grants to cover part of their maintenance

costs. In the case of the University of Belgrade, thesancaccount to almost 75%.

At the University of Mostar, which owns its buildings, the costs are divided between the
university, which covers about 25%, and its faculties, who cover 75% of the total costs. In
this case, the university covers the maintenancef the central heating system and the costs
of the ICT infrastructure. All other costs are covered by the faculties. In the case of the
University of Banja Luka, the government, while not being the owner, still contributes to
maintenance costs between 50%and 75%. The remaining costs are divided between the
university and its faculties.

With the exception of the University of Belgrade, all other institutions reported tdvave had
major investments in their properties since 2006. At the University of Monteneag, the
Montenegrin government built a new building for the Rectorate of the university, and the
university invested from its own revenues into finishing the buildings of three faculties.
Other sources, such as university units, the EU, have not directlpntributed to capital
investments.

The University of Mostar had also conducted several capital projects. It has reconstructed
the central heating system from its own resources. The first building of the Faculty of
Pedagogy was also constructed with the jot investment of the university and the Republic
of Croatia. The Republic of Croatia, with some support from the World Bank, has also
donated to the building of the Civil Engineering Faculty, the Medical Faculty, and the
Faculty of Philosophy. Besides, #thmentioned buildings several other faculties have been
renovated as well.

In 2005 the University of Banja Luka received a new building from the government of
Republic of Srpska (former military base) with complete infrastructure, and another
property for accommodating the university Rectorate and five faculties. Subsequently, the
government has adopted two major grants, one in 2006 and one in 2009 for the
reconstruction of the campus. The total amount of these grants was 8.150.000 KM
(approximately 4 million EUR). In 2011 the development fund of the Republic of Srpska
granted additional 7 million KM (about 3,5 million EUR) for the reconstruction of three
faculties. These investments were followed by other investments in equipment from the
universities own funds and through a loan from the Austrian government in a value of 6
million Euros.
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The University of Novi Sad and Singidunum University reported to have conducted major
infrastructural investments, but did not specify them.

The participating universities reported that in most casescapital investments from the
government are not followed byan inincreasein public contribution to the maintenance of
university property, which increases the share of the universities contribution to such
purposes. This was the case at the University of Montenegro, the University of NovidSa
and the University of Banja Lukaln some instances, the contribution has also decreased,
for example at the University of Banja Luka, where following a change in theghier
education law (which converted tuition fees into the universities ownrevenue) the
government cut its contribution to the universities maintenance costs.
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University, through its own revenue

Faculty/institute/department, through its own
revenue

Government

European Union

Government, through EU funds

Republic

th .
Other of Croatia

Table 7 Sources of fund for major capital investments

University, through its own revenue

Faculty/institute/department, through its own revenue

Government

European Union

Government, through EU funds

Other

Table 8 Sources of funding for neaquipment

Considering the procurement of new equipment the universities reportedo acquire them
mainly through their own resources, while direct or indirect EU support contribute only in
some cases to such investmentét the University of Mostar, new equipment was procured
primarily through the universities and its faculties own resources. However, funds from
TEMPUS projects, donations, the Republic of Croatia, and from the Federal Ministdy
Education and Scienclave been also used to acquire new equipment.

3.5.  Third mission
3.5.1 Cooperation with industry/business sector

With the exception of the Singidunum University all other institutions have membergom
outside academiain their Governing Boards These members areausually representing a
public authority and are appointed by the respective governments or regional authorities
Therefore, the universities have very little (if at all) influence on who are going to be their
external board members.In contrast, the selection of internal board members (employees
of the university) is carried out through a public contest within theinstitution .
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As the University of Novi Sad explains, th@rocedure of the appointment of external
members is initiated by the provincial government by proposing their representatives to
the University Council who make the official decision on their appointmentfor a three-
years-long period. The selection of external board membersat the University of Banja Luka
is taking placethrough a public call, and it sometimes happens that employees of the
university apply for such positionsas well. The selction of external board members is don
byt the Government of the Republic of Srpska.

3.5.2 Knowledge transfer activities

There is no organised manner in which universities would address knowledge transfer, and
practices tend to vary acrossinstitutions. The University of Mostar, through the
engagement ofits faculties, participates in organizing different types of courses diraining
for the wider public. The institution also takespart in the work of the technological park

“ 1 n t4e Besifles, most of the faculties have signed cooperation agreements with
institutions who are related to their field and these agreements serve a a basis for
initiating knowledge transfer activities. The University of Banja Lukaestablished a
University Centre for Entrepreneurship with the support of the statein 2009, which deals
with knowledge transfer activities. The university has also contriluted to the opening of an
Innovation Centreand took part in the formation of the Banja Luka Technological Business
Park,which is not functional yet Similarly, the University of Belgrade has a large number of
innovation centres, business incubators andsn-off companiesthat have been established
in the recent years with the aim to increase knowledge transfer. At the University of Novi
Sad, the most prominent way of knowledge transfer is realised through spioff companies.
The Singidunum University hasestablished an Institute, which functions asa separate
organisational unit and realzesresearch projects andcooperation with the private sector.
The University of Montenegrohas not reported any knowledge transfer activities (e.g. spin
off companies, sence parks, etc.)Jand outlined that there are no units dedicated tosuch
purposes. Additionally, neither the university nor any of its faculties have established spin
off companies since 2006.The University of Montenegroalso highlighted that the current
internal funding model of the institution impedes knowledge transfer activities, because no
financial support is associatedwith it. On the other side, the University of Novi Sad
highlighted that the internal funding model of their institution encourages knowledge
transfer activities, however, they are not very smulative.

41 Participation is ensured through the universities involvement inthe governming board of the park.
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The only university, which has a dedicated unit for knowledge transfer is thE&niversity of

Belgrade.The unitis called Centre for theTransfer of Technologies and is funded through
the private revenues of the university. It has two employees, onefull time, and one

employee on temporary contract. The centre carries out various tasks related to the
efficient and effective transfer of research resultgor the purpose of industrial and social
development It supports the realisation of activities that strengthen the knowledge

transfer between the university and the economy, helpto introduce new technologiesto

the market, connecs different stakeholder for the integrated development of new
technologies, educate and inform stakeholders about patents and intellectual property
rights, provides help in the development of technological antbusinessplans related to new
products or services,and assesgs the potential value and benefits of patentsThis centre

relies on revenues from donations and on funds provided through IPA projes{European

funds). In 2012, it had 2.119.010,80dinars (about 18.500 EUR)in revenue and expenses of
308.078,31dinars (2.660 EURY2.

The following table shows the universities perceptions of the relevance of different
activities relating to knowledge transfer. The least relevant activity is the creation of
interactive web-pages for public audience to discuss specific researédsues. On the other
hand, the most important activity (as perceived by university leaders) is the
encouragement of students to make their thesis for enterprises. Similarly are activities
concerning the popularization of research results and giving publidecture series for

enterprises marked as important to certain extent.

42 Information obtained from the yearly report of the University of Belgrade.
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UMN UM UNS UBG Average

Through public lecture series marketed tp 4 4 4 5 350
entrepreneurs (or other targeted populations)
Through popularising research results 2 4 4 4 3.50
Through actively supporting personnel
participation in the advisory boards of 1 5 2 4 3.00
enterprises
Through establishing exchange programmes for

- oo . 2 4 2 4 3.00
personnel to visit/work part -time in enterprises
Through establishing exchange programmes for 5 4 5 5 250
personnel to study and work abroad
Through prioritising coIIa.boratl\./e projects with 5 5 5 4 395
enterprises on a nonprofit -basis
Through encouraging students to make their
Bachelor, Master or Doctoral thesis for 2 4 4 5 3.75
enterprises
Through personnel active presence in media by
participating in popular programmes and writing 2 4 2 4 3.00
researchtbased blogs or articles to newspapers
Through eqhancmg public access to university 5 4 5 67
library services
By creating interactiveweb-pages for public 1 5 5 167

audience to discuss specific research issues

Table 9 Perceivedelevance of dferent activities for knowledge transfef

3.5.3. The role of spiroff companies

Most of the universities have not established sphoff companies since 2006. The only
exceptions are the University of Novi Sad and the University of Belgrade. In both cases
professors and talented students have initiated such companieshe University of Novi Sad
(that is their faculties) have established 8 spin-off companies since 2006, out of which
many still operate at the premises of the universityThe majority of these companies has
been established by the Faculty of Technical Sciencegere a number of professors

43 Relevancel - Not at all; 2- To limited extent; 3- Not sure; 4- To certain extent; 5- To large extent
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utilized their experiences and connectns working for private companies (Sabic 2009)

The established spiroff companies provide opportunities for student s practi ca
placements, but also contribute to income diversification. In most cases, the faculty is a co

owner of these companies and obtaines a percentage of their revenues. Due to the benefits

they bring to the institution, they are also highly appreciated by the faculty memebrs.

The absence ofspin-off companiesat other universities is mostly associatedwith the lack
of incentives. The University of Montenegroand the University of Belgradereported that
they do not have any measures which would stimulateentrepreneurial activities of their
staff members (e.g. as criteria for promotion, remuneration, etc.) either at the university or
faculty level. Similarly did the University of Mostar notice, that only informal stimulation
exist at their institution , namely recognition by the management of the university for the
individual’s work. The University of Novi Sad or its facultieslo not prevent anyone to
establish spinoff companies, rather encourage students to participate inthe work of
already established oneg(through internships, volunteering). At the University of Banja
Luka, when it comes to the promotion of individuals, entrepreneurial activities
(professional projects, patents and inovations) are taken into accountHowever, they are
rarely a decisive factor for promoting academic staff membersMoreover, entrepreneurial
activities are also considered by the internal quality assurance system of the university, but
there are no specihawards or other privileges for individuals engaged in such activities

Universities tend to regard knowledge transfer activities as not very important or neither
important nor unimportant. Both the University of Montenegro and the University of
Belgradestated that spin-off companies are irrelevant for the institutions financial stability.
Compared to research activities, engagement inpm-off companiesis perceived as a
peripheral activity, whichis rather individual and very specific (see tables below).

1 2 3 4 5 6
Peripheral - Central
Symbolic ] Vital
- - Collective
Individual activity o
activity

Omnipresent
themes P

Tied to specific -

Table 1Q Perception of the importance apin-off companies compared to the total set of activities of
the University of Novi Sad
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1 2 3 4 5 6
Peripheral Central

Symbolic e Vital
Individual Collective
activity - activity

Tied to specific - Omnipresent
themes

Table 11 Perception about the importance of spioff companies compared to the total set of activities
of the University of Belgrade

3.5.4. Cooperation with the private sector

Universities identified as their most important businesspartners large national companies,
who are mainly working in the energy sector or telecommunicatios. International
companies and public norprofit organisations are mentioned only in a few cases.

For the University of Montenegrothe most significant partnersare IT companies metal
processing companiesand energy companiesThese companies used to be state owned
and the partnership was maintained with them aftertheir privatization. They contributed
to the development of many universitybuildings and equipment For the University of
Mostar the main business partners arenetal processing companies, aircraft manufacturing
companies,energy companies communication and IT companies and commercial banks
The University has signed cooperation agreemés with many of them, however,in many
cases these agreementslo not result in concrete projects, although there are some
exceptionsmentioned by the university. For the University of Novi Sad the main business
partners are energy companies food processing companiesand IT and electronics
companies. The University of Belgrade maintains partnerships with big national and
international companiesin the field of energy and telecommunicationsas wellwith many
private banks with which the University and its faculties have cooperation agreements.
These agreements usually result in concrete educational activitiesvhich the university
carries out for the employees of these companies.oBietimes the university participates
also indeveloping the project documentation forinvestments by these companis.
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CHAPTER4: SUMMARY OF CONCLUSIONS

This report has outlinedseveral trends and institutional practices related tathe funding of

higher education in Western Balkans. There are many similarities acrogsstitutions due to

the countries common historical tradition in higher education. Theuniversities have very
similar management structures, in nost cases are highly fragmented with different
institutional regulations and in some cases have an independenégal status, and rely

greatly on state for funding and setting student numbersThesecharacteristics are clearly

reflected inthei n s t i tfinahcialgpnadices.

Universities tend to operate on annual budgets while producing long term financial plans
that would take into account projections of both public revenues and revenues from
private sources are rare. Annual budgets are definealccording to public revenues ad in
close cooperation with state or regionalkantonal authorities. Revenue from private
sources are handled separately by the management of the university and used to
supplement public funding in areas whereit is necessary (to adjust the salary levels of
employees, contribute towards maintenance costs, to support scientific activities, and
future investments in property or equipment).

Revenues from public sources are the dominant income source for most of the universities.
Since 2008 many universities arefaced with stagnating or sometimes evendecreasing
public funding in light of the current financial crisis. Funding of research activities was the
only area in which public funding hasincreased at several universities Consequently,
revenues from private sourcesplay an increasingly important role in counterbalancing the
decreasing publicsupport. In this regard, tuition fees constitute the main source girivate
revenue for universities. Beside the governmenal regulations and the labour market
needs,also the socieeconomic status of the region is taken into account when setting the
tuition fees. Between 2006 and 2012the level of tuition feeshas increased modestly, and in
somerespecteven decreasedHowever, this is rather related to currency fluctwations then
actuall changes in real value of the fees.

Salaries make up the largest share of the n st i texgemsesnwhich have slightly
increased over the years. Besideghe institutions spend a considerable amount on the
maintenance of their propertes as well.In most cases the university property is owned by
the state, who also contributes to theimaintenancecosts. Several universities reported to
have undertaken larger investments into their property, which were dominantly financed
from the state budget. However, rarely have these investmestbeen followed up by
adequate financial contribution to their maintenance by the state, which requires
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additional contributions from trdvenuesTherevyager si t i e
different models for the internal allocation of funds and manynstitutions rely on a specific

calculation method, which defines the percentages of funds to be transferred from or to the
individual units. These funds are mostly used to subsidizeunning costs across he

institution, and often result in internal rivalry between faculties that generate more

revenues than the others.

All universities reported to have a system in place to support their students from their own
revenues.The most common way todo sois through various institutional awards for the
best performing students although some universities havealso programmes for
supporting studentswith disabilities or from disadvantaged backgrounds.

The universities third mission is a ratherperipheral area with very little incentives in place

to encourage such activities. The basis for knowledge transfer are cooperation agreements
signed between the university and different private or public companies, which sometimes
result in concrete projects or acivities conducted by the university employees.

As the report shows, (public) universities in the Western Balkans are very much dependent
on governmental support, although they obtain a substantial amount of revenues from
private sources as well. Their inome from private sources is considerably higher then the
EU21 avarage, and because it is mainly generated through tuition fees, it makes universities
voulnerable towards decreasing students numbersConsequently competition for students

is likely to becone a core strategy for the insitutions to ensure financial sustainability,
especially in light of stagnating or even decreasing public supporAs part of this strategy,
universities often try to invest into their infrastructure, for which they secure funding from
public sources.On the other hand, fostering activities related to the insitutions third missin
is rather absent, except in the case of a few universitieSherefore, further decrease in
public support might likely force universities to increase tteir tuition fees, while at the
same time direct away funding from larger investmentswhich would be necessary for
further improvement in the quality of teaching and research.
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