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Abstract:

High quality education and training is the cornerstone to economic growth. Teaching citizens
valuable skills in all sectors will spur innovation and ultimately can help improve corporate
competitiveness. The European Union concurs, and overtime has instituted a series of education
policies for development, notably in the field of higher education. A good example would be the
Bologna Process.

Yet the economic crisis has put tremendous pressure on all Member States. While governments are
implementing policies to reduce their budget deficits and to manage their public debt, they remain
committed to establishing a sustainable economy. Despite good intentions to boost national
competitiveness, in practice education funding has been negatively affected by austerity
measures, especially in Southern Europe. Given that research demonstrates correlation between
the level of funding for education and students' learning outcomes, the urgency to review education
funding policies becomes a priority.

In this article, we will try to outline the trends in expenditure in higher education in Greece in the
period 2008-2012 compared with those of the European Union Member States in the same time
frame. We will present the effects of the economic and financial crises in education expenditure and
how these affect the quality of education. The comparative analysis is set in five parts. The first,
describes the financial environment in European Union and Greece during the reporting period. The
second and the third review the financing of education in Europe and in Greece. The fourth
analyses the allocation of costs and the fifth estimates the per student cost of education in
academic departments of Greek universities.
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INTRODUCTION

High quality education and training is the cornemst to economic growth. Etymologically,
the word education is derived from the verb "edwgkich means to develop a person morally
and mentally so that he is sensitive to individarad social choices and able to act on them; it
means to fit him for a calling by systematic instran; and it means to train, discipline, or
form abilities (Schultz, 1963). Much of the anasysbncerning the value of education to the
individual and to society is far from new. This hHaekn understood by Adam Smith in 1776,
who wrote that education confers both direct andiract benefits upon the individual
receiving the education and the society to whicé ihdividual receiving the education
belongs. Even though several economists refeadldet benefits of education and the value
of human capital during the 1800’s and the earl901€ these topics did not receive serious
attention, until the early ‘60s when Theodore Sth(1963) published his work entitledle
Economic Value of Educatidrwhich becomes known as the economics of education
conjunction with Schultz’'s work, the publicatioh tbe “Human Capital: A Theoretical and
Empirical Analysis with special reference to Educatioby Gary Becker (1964) and earlier
work by Jacob Mincer (1958, 1962) provided the s@inivork needed to stimulate major

research efforts into the different dimensionsurhian capital formation.

Nowadays it is common belief that teaching citizersduable skills in all sectors will spur
innovation and ultimately can help improve corperabmpetitiveness. The European Union
concurs, and overtime has instituted a series wéatbn policies for development, notably in
the field of higher education. A good example wohtlthe Bologna Process. The aim of
European policy is to train skilled personnel witle necessary skills so as to enable them to
strengthen the economy of the European Union iti¢hes of innovation and competitiveness

improvement.

However, as a result of the financial and econammais, public finances in all Member States
are under enormous pressure. Governments are gdekiways to reduce budget deficits and
manage public debt, without disassembling the fatiods of sustainable development. In this
difficult era, education funding has been negayhadfected by austerity measures, especially
in Southern Europe. Although, it cannot be argined there is direct relationship between the
level of funding of education systems and learrongcomes of students, however, there is a

close correlation between these two variables.
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In this article, we will try to outline the trends expenditure in higher education in Greece in
the period 2008-2012 compared with those of the@pgesn Union Member States in the same
time frame. We will present the effects of the emuic and financial crises in education

expenditure and how these affect the quality ofcatian. The comparative analysis is set in
five parts. The first, describes the financial @arment in European Union and Greece during
the reporting period. The second and the thirdeng\the financing of education in Europe and
in Greece. The fourth analyses the allocation stand the fifth estimates the per student
cost of education in academic departments of Greekersities. The data are taken from

Eurostat, OECD, National Budgets and Hellenic Stigal Authority.

1. Economic data

Before analyzing the trends of recent years infit@ncing of education, it is important to
understand the context in which European econoarmes

d public finances have worked over the last decddes overview provides us with the
framework in which the educational policies areeleped.

In the diagram (Figure 1) we see the Gross Dome@stduct (GDP) growth rate in the EU-27
and Greece from 2000 to 2013.
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Fig. 1. Real GDP growth rate in the EU-27 and Gedsource: Eurostat, 2012)
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The financial crisis that started in 2(-2008 and the subsequent econorecession has had a
huge impact on puld finances in all EU countri, and the increase of public deficits mait
unsafe for the sustainability of public financegihEU countrie.

The European Commission and Member States hadkéosteong measus to stabilize and
consolidatehieir financial situatio. They reinbrced Stability and Growth Pi, which requires
Member States tonflake significant progress towards med-term budgetary objectives f
their budgetary balancés

The gross debt ratio for tHeuro Are: countries in 211 reached 87.3 % of GDP, which
more than 20% thamé Maastricht creria (set up at 60 %).

However despite the increaseecaded in the gross debt ratio, the Jlof the countries
remained below the Matht limit in 2011, with gross dept ratio of below 20 % Estonia

and Luxembourg. At the other end of the scale tegydept ratio stands above 10of GDP

in Ireland (106 %), Greec€l70.6 %), Italy (120.7 %) and Portugdl0B8.1 %). In these
countries public debt increased in 2011 betwel7.4 and 81.3ercentage poir in 2011

compared with 20Q7n Belgiurm, the goss debt represents 98 % of GDP and sto86 % in

France and in UK (Fig. 2).
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Fig. 2.The gross debt of Eurozone countrias a prcentage of GDP for the ye«2007-2011
(source: Eurostat, December 2C
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2. Education funding in the EU

All EU member countries during the period 2000-2@idreased, in general, their total public
spending on education, with Slovakia, Cyprus, Lukeuorg and Greece reaching an increase
of 50%. This level of increase was retained by firet three countries, while Greece from

2008 onwards decreased substantially its totaldipgn

Due to the current economic circumstances and tharimber countries’ commitment to
reduce their public deficit to sustainable levélss really interesting to observe the analysis of
public expenditure on education, as percentageheftotal public spending, in order to
discover the extent of importance that each men$iate gives to the education sector.
According to the diagram (Fig.3), we notice thak tlowest percentage of education

expenditure corresponds with Greece.
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Fig. 3. Education expenditure as a share of totdllip expenditure, 2007-201(ource:
Eurostat, December 2012)

We can also notice the same for the education spgnexpressed as percentage of the Gross
Domestic Product. In becomes obvious in the gré&pn. @), that Greece is below the EU-27

average rate.
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Considering that the period 2000-2007 the countcyaased its education spending by 50%
and that the country’s Gross Domestic Product dutiis particular period was far higher

than the EU average rate, we conclude that thegspénding for education in Greece is far
behind when compared with the other EU-27 membateSt However, it should be stressed
that from 2008 onwards and while the country wagn@at recession, the fall in education

spending was not equivalent to the Gross Domestiduet reduction.
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Fig. 4. Public expenditure on education as a peéagenof GDP in the EU-27 and Greece,
2007-2010

Hence, we conclude that the education expenditurgidars 2008, 2009 and 2010 remained
close to 4%, while the Gross Domestic Productlglhlmost 3, 6 and 8 per cent. We cannot
suggest with certainty that this trend in expernditto remain to pre-crisis levels can be
attributed to governments’ will for high quality wzhtion, since public spending on this sector
includes long-range commitments, such as capitat end salaries, which can hardly be

adjusted in the short run.
2.1. Higher Education Funding in the EU-27 and Greee

In Europe, the majority of students study in publigher education institutions. The provision

of studies from the private sector is rather rax@ ia 11 countries does not exist at all.

In weighted average terms, all study programs gt the 72% of the EU students study in

public institutions, even though in most counttigsse percentages are even higher.
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In Greece and Malta, all higher education institosi, regardless of the program of study,
public. On the other hand, in the UK, almost alglr Education Institions are considered
to be statdunded private institutions. Only in Belgium therpentage of students that stt
in statefunded private institutions is slightly higher thahose who study in publ

institutions.

In Greece, the function and funding Higher Education Institutions is regulated the 14"
article of Constitution (1975) where it is stipddt that Higher education is provide
exclusively by institutions that constitute publiev entities, with full se-government. These
institutions are uder the authority of the State ahave the right to be financially aided
it...”.

In Greece higher education funding during the referenceqggkis indicate in the chart (Fig.
5). From the information in the histogram we dedtltat during the critical period of 2(-
2012 the public spending cut for higher educatias wy 25% more in comparison to
spending on 2010, and was far greater than thectieduwhich occurredn the Ministry of

Education & Religious Affairs’ total budge
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Fig. 5. HEI's expenditure in Greece as a share of totakedjiure for education, 20-2012
(source: Greek National Budgets, Ministry of Fina)

We have to note that in more than half EU-27 States occurred reductions in Hig
Education Institutions’ funding , yet only in Cypgrand Lithuania-30%) the percentag
reduction was higher than that in Greece. Additignat has to be emphasized that -

equivalent cut in elementary anecondary education was substantially lower thar it
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higher (Fig.6). Considering that the student pojotathe period 2008-2012 is constantly
increasing — something that is not happing in ttreeloeducation levels- one can understand
that the Higher Education Institutions’ budget retitan is even more important.

2.2. Cost Allocation

Education spending can be divided into two categofil) operating costs and (2) capital
costs. Operating costs refer mainly to the lab@tof the educational and administrative
staff as well as the other operating expenses, ealsecapital costs refer mainly to the

university facilities.
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Fig. 6. Public expenditure on primary, secondarg tartiary education in Greece during the
period 2008-2012 (source: National budgets, MigisfrFinance)
2.2.1. Human resource cost and the other operatingpsts

In the EU-27, operating costs represent higher tBa% of the total annual education
expenditure. Labor costs reach the 70% and oveoshatl other categories. This percentage
was slightly decreased — by 2.2 per cent- durin@022009, yet in the majority of countries it
remained stable.
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As far as Greece is concerned, the correspondircentages appear in the graplig. 7) and

in absolute values in Fig. 8.

Even though we observe a severe reduction in thelatle valuesf labor costs for year 201
we also notice that as cost percentage it appedrs the highest in the fi-year period. This
occurs because, while budgets decrease in all Bdndavels, labor costs cannot decre
equally in the shorterm, despitehe reductions in wages and the retirement of alargnbe!

of educators and other members of the ¢
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Fig. 7. Human resouramosts as a percentage of the amount spent on ézh (source: Greek

National Budgets, Ministry of Financ
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Fig 8. Payroll expenses for the three levels ofcatlan in absolute numbers (source: Greek

National Budgets, Ministry of Finance)

As we infer from the above graphs, the reductiotabor costs (for the educational and the
rest of the staff) in higher education was crificdarger than the one occurred in the other
education levels’ labor costs. According to thedgsam in Fig. 8, the reduction in higher
education labor cost, totally for the five-yearipdrof 2008-2012, reaches 18% while for the
other education levels does not go abovel0% (&% for elementary and 10% for

secondary education). Comparing the income of usityeprofessors in EU member countries
(Table 1) we observe that the university professsalary in our country is lower — apart from

Hungary’s- than in the countries referred to in [€ah

Table 1. Professor’s salaries in EU countries (fist year 2009)

Country New comer Assistant Professor  Full Professor (30

Lecturer (15 years experience) years &perience)

413.00 689.00 916.00
1,197.00 1,663.00 2,125.00
1,363.66 3,267.38 5,271.25
1,983.33 2,800.00 3,383.33
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2,043.33 3,296.67 5,175.00
2,106.60 2,340.67 2,938.93
2,124.46 3,552.01 4,113.64
2,250.00 3,300.00 4,000.00
2,333.33 5,250.00
2,433.70 3,407.64 4,882.05
2,500.00 3,916.67 4,450.00
3,070.56 4,198.66 5,307.73
3,100.00 5,150.00 5,900.00

(source: Eleni Mischou, 2010)

So, as higher education institution budgets froh(26nwards are decreasing and labor cost,
although it decreases, it does not follow the seaie of decrease as the budget’s, this results
in the substantial decrease in the other universfgrating costs. These operating costs
represent, mainly, the cost of expendable goodsgetjuipment referring to the education of

the students and also the cost of electricity sfudle cost of water supply etc.

Thus, by noticing the histogram in Fig. 9, we realihat the decrease percentage of the other
expenses in 2012 amount to 35% in comparison totimbers incurred in 2010, while the
total decrease percentage for the five-year pemdunts to 29%. This fact has a great impact

on the quality of the provided education.
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Fig. 9. Distribution of public expenditure on HE1 payroll and other current expenditure
(source: Greek National Budgets, Ministry of Fin@nc
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2.2.2. Capital costs

Capital costs refer mainly to the education faettitand even though they constitute a small
percentage of the total funding- when comparedhéowtorkforce- yet, they are considered to
be an important quality indicator of an educatiosydtem. Efficiency in education is based,
primarily, on the ability of the facilities to caspond with the constantly changing needs for
innovate ways of teaching and learning. Most EUntoeis have reduced critically this sort of
expenses as a consequence of the financial dngise field of higher education, the effort to
reduce public deficits led to mergers and closofesducational institutions and to the drastic

reduction of construction, maintenance and restordtinding.

Italy, Latvia and Lithuania after certain legistatisettlements, went on to merge and abolish
higher education institutions, so as to enhance ahality and efficiency of the higher

education sector, achieve economies of scale aticipate the excessive disintegration and
overlap between fields of knowledge. Similar preesswere implemented and in France,
Finland, the United Kingdom and Norway, yet thenpipal reason for the mergers and the

abolitions was not economical but referred to thality of the provided education.

In Greece, mergers and closures have resulted legmslation in 2012, through the project
“Athena”. This legislation is intended not only ashieve economies of scale but even more
important is the prevention of excessive fragmeawriaand duplication. Two Universities and
several academic departments were abolished.

2.3. Cost per student

The most explicit quality indicator, that's takemtd account in all the quality assurance
systems, is the cost per student. This cost isilzdéd by considering the total cost divided by
the number of students. The cost per student inenigducation in our country has concerned
those who deal with evaluation. Occasionally, erreopinions have been expressed. Some
consider the cost very high and others consideety inadequate. According to the facts,
we’'ll try to verify the real cost per student, bgidang, however, in the equation and other,

significant parameters.

The histogram in Fig. 10 represents the cost petesit (fiscal year 2009) in EU countries as
well as the average spending in the EU-21 (data@E013).
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Fig. 10.Cost per student in EU countries as well as theameespending in the E-21(2009)
(source: OECD, 2013)
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Fig. 11. Cost pestudent in Greece during the reference period (-2012 (source: Greek
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In the diagram in i§. 10 we see the average cost per student inaurty. We notice the
for the academic year 20@0D08 it amounted t5,223.56 Euro and thantil 200¢-2010 it has
been increased by 11.2%. From academic year-2011 onwards that the cutting in spenc
begins, the cost per student decreases by 26.5%aratademic year 20-2012 it undergoes

a 10% of further reduction.

By combining the two diagrams we deduce +after Estoniawe have the lowest cost
student, which is far behind the average cost pstesit of theEuro Are: countries. We
should keep in mind that these economic data tef2009, that is to seprior to the dramati

spending reductions in higher educat
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The graphs in Fig. 10 and 11 show the generalparsstudent trend by taking into account the
number of the active enrolled students in the aetd@ duration of study and the amount of
public spending for higher education. There areugfp crucial differences in the above
mentioned costs if one wishes to consider partibuléne real cost per student in every
educational institution. The graph in fig. 12 iraties the cost per student — for years 2009 and
2011-in the 21 Universities of the country (ADI®12). In becomes clear that there is a big
difference between the cost per student in thetunisins of theoretical studies (for instance
AUEB, PANTEION, UNIPI, and UOM) and/or in those whiteach applied sciences (for
instance UOA, AUTH, NTUA, AUA).
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Fig. 11. Cost / student at 21 Universities in Gee@t the years 2009 and 2011 (source:
HQAA, 2011)

This great extend can be attributed to the incbagerating cost that the applied sciences

oriented institutions have in comparison to thastmeoretical studies.
3. Discussion-Conclusions

According to the economic theory and the empiraradlyses the relation between education
and economic growth in a country is strong. Conterafy researchers suggest that a country
has to rise above a certain threshold in the dpweémt process of its educational system prior
to achieving economic growth. In the EU member &3tait has been proven that for every
year added to the average educational level, ptvitydncreases by an average rate of 6.2%
and by 3.1% more in the long term, due to the régatinological advancement. Aghion et al.
(2009) discovered that the patent growth in the USAonnected with academic research
findings and this fact had a positive effect oncundry’s economic progress. Moreover,

Vandenbussche et al. (2006) demonstrated the ktwden higher education and economic
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growth, through technological innovation. They shiown results of previous researches,
which defended that economic growth through teatgypkan be realized solely in developing
countries. The writers proved that it is the spemd human capital which leads to growth,
especially in technologically advanced countried)esg innovation production leads to

economic growth.
To summarize the results examined above, we coacttuthe following discoveries:

l. The State practiced no significant higher educafiording policy, which could
strengthen it and serve its efficiency as well @agety’s objectives. Therefore we
observe that from 2008-2010, public expenditure KBl was equal to the
allocations spent the preceding year, adjustedheartflation. During 2011-2012,
there was a cut by 25% in comparison with the ret&910. The above mentioned
cut was higher than the two other educational secand was not planned but
rather horizontal, so as to meet fiscal targets.

Il. We conclude that the Professor’s in Greece is laan in the other Euro Area
countries and that the wage bill —as an inflexdlpense- absorbs the largest part
of the budget that has been used for HEI funding.

. The above results in limiting the other operatingsts, which are rendered
unbearable for the higher education institutiohsye also consider the increased
number of students.

V. Finally, the low cost per student, decreases furthne 35% in comparison with the
2010 rates.

Considering the above discoveries we concludettigditer education strengthening in Greece
does not constitute a government’s practice pyidot education. One could contradict this
view by mentioning the growth of higher educatiostitutions that occurred the last fifteen
years in the country. It is a fact that during 12809, thirteen new HEI were founded in
Greece. The total numbers of departments (univessitechnological educational institutes
and armed forces schools, police and fire brigadel@mies) were 648 in 2010 and in 2013 —
after the mergers and closures- became to 580.rieless, the higher education institutions’
development in our country occurred in a chaotig,wdthout planning and academic criteria.
Most importantly though, without taking into coteration the latest job market trends, a
condition that would ensure that graduates woukllye&nd a job and consequently would

also ensure the economic development of the couHtoyvever, the political choice of the
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governments, the local authorities as well as adamians themselves played an important
role in the establishment of new higher educatimstitutions. According to Holmes (2013),
the generalization in higher education does notsppgpose a country’s economic growth,
since critical role will play the skills of the ghaates. In addition, he suggests that the
economic growth, through education, can occur mathtough research in fields of study
such as mathematics, medicine and applied scieattesr than though humanitarian sciences.

By making a review on the newly founded universitizwe observe that from the total 67
departments, 41 belong to humanitarian studiescentyl 26 to applied sciences. On top of
that, remarkable is the large total number of etiocal studies departments for nursery and
primary school education, which accept annually083students; if one considers that the
country’s population-according to the latest cengasageing. Evidence of the unplanned
higher education institution establishment is tlesure of the newly founded universities of
West and Central Greece, which were abolished befmmpleting the first 5 years of
operation. Yet, the most significant consequencehef uncritical establishment of higher
education departments is the unemployment amosy fyeaduates, which reaches the 24% in
our country. This is an expected phenomenon, dimeancrease in the number of graduates
caused by the establishment of new universities diee to the oversupply of labor- to the
accumulation of human capital of high value, whaamnot be absorbed from the local job
market. This results in hetero-employment on the band and in the tension of the “brain
drain” phenomenon. Greece is unable to stop tgatfbf “brains” to Northern Europe, the
USA, Australia, Canada etc. and thus is deprivedso$uperior workforce, for which it has
invested substantial amounts of money. In the omaderm, the flight of scientists from our

country will inflict a huge wound on its economexovery.

In modern societies, education serves not onlyasaamnd cultural purposes but also has
economic value, since people-though this procesgdiee education, knowledge and skills so
as to increase their value in the job market anthatsame time contribute greatly to the
country’s economic ascent. So, it has been made that in order to deal with the recession
the new development model should be based upon lkdger economy —in other words
education and on scientific research for the prodnoof innovative products and services.
Higher education institutions as the main institné responsible for providing knowledge and
performing original research should play a leadivlg in the new era. It lies upon the will of
the State and of the institutions themselves te testhe occasion and, by overcoming past

malaises, offer their best services to the couanig the citizens.
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