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Rationalizing National Government Subsidies for
State Universities and Colleges

Rosario G. Manasan
Executive Summary

This study aims to assess the status of nationargment subsidies for state universities and
colleges (SUCs) in the Philippines. The main olyest are to review and evaluate (i) the
sources and uses of funds of SUCs, (ii) the normdtinding formula for SUCs and (iii) the
utilization of the Higher Education Development BURMEDF). Additionally, the study attempts
to formulate strategies and guidelines aimed athéiping SUCs raise and fully utilize their
income consistent with the Higher Education Modaation Act of 1997 and (ii) encouraging
the merger and specialization of SUCs. The siganifoe of this study is highlighted by the need
to improve the efficiency and effectiveness of gaweent spending on SUCs given the
prevailing issues and problems in the higher edocaubsector.

Impact of Normative Funding FormuldJsing secondary data, the analysis reveals tmat t
impact of the implementation of the normative furgdiformula (NFF) on (i) shifting SUCs
enrollment toward priority courses, (ii) improvirlge quality of instruction and (iii) fostering
reliance on internally generated revenues has kegnlimited to date. This may due be to a
number of factors: (i) the application of the NIRgradual, (ii) the CHED decided to put a cap
on the year-on-year changes in the MOOE allocatibmndividual SUCs that resulted from
straight application of the NFF in order to softae NFF-induced adjustments that SUCs have
to deal in any one year, and (iii) the personalises component of NG subsidy to SUCs has yet
to be subjected to NFF.

The analysis shows that the proportion of high rgiadisciplines in total SUCs enroliment/
graduates in the aggregate dropped from 2003 t®.20khe same is true with the share of
medium priority disciplines in total SUCs enrolinbegraduates. In contrast, the share of low
priority disciplines to total SUCs enroliment/ guades increased.

In this study, the passing rate in the Licensurankrations for Teachers (LET) is used a s
proxy for quality of instruction in SUCs. The dathows that the advantage of the SUCs over
other HEIs in the elementary LET appears to hawenleoded over time as indicated by the
declining SUCs passing rate-to-national passing ratio. On the other hand, SUCs have
persistently underperformed other HEIs in 2004-2008he secondary LET. Also, although the
movement in the passing rate in the LET for both ¢flementary and secondary levels of all
SUCs combined is erratic in 2004-2009, the dedlnine passing rate for both examinations in
2009 is quite significant: from 36% in 2008 to 29922009 for elementary LET and from 32%
to 27% in secondary LET.

In contrast, the application of the NFF and theigyohllowing SUCs to retain and use their
income has clearly resulted in the SUCs’ greatiéiree on internally generated income. While
SUCs of all sizes increasingly became less depeérmeNG subsidies after the implementation
of the NFF, the smaller-sized SUCs (i.e., SUCs weéthtively smaller enroliment) have shown a



greater propensity to increase internally generatedme on a per student basis as indicated by
the growth in their internally generated incomenssn 2003 and 2009. Nonetheless, large-sized
SUCs continue to be less dependent on the supptré mational government than the smaller-
sized SUCs.

Understanding the drivers of SUCs’ internally geated incomeln order to better understand
what drives SUCs’ receipts from schools fees (igtion and other income from students), the
study regressed receipts from tuition and otherorme from students against plausible
explanatory variables like poverty incidence (apraxy for ability to pay of households in
SUCs’ catchment area), size of SUCs, and enrollsieat The analysis suggests that per student
SUCs receipts from school fees is not related afihity to pay of households. Together with
the low overall level of schools fees, this finditends to indicate some scope for SUCs to
increase tuition and other school fees.

On the other hand, the analysis indicates that slzat of SUCs appear to have a statistically
significant impact on per student income from tuiti Specifically, the coefficients of the
dummy variable for large-sized and medium-sized Sdf@ positive and statistically significant.

The explanatory variables for per student SUCsrmedrom income generating projects (IGPs)
that were considered for this study include: povertidence (as a proxy of ability to pay of the
households in the geographical catchment areaecdtC), the size of the SUC landholdings (as
a measure of income creating asset base that isl@eato many SUCs) and size of SUC in
terms of enroliment. Contrary to initial expectaso per student total SUCs income from IGPs
(as well as both of its components) does not eklailstatistically significant relationship with
the size of their landholdings. The finding suggdbtat ownership of assets is not a sufficient
condition for the SUCs’ success in mobilizing in@fnom IGPs takes more than ownership of
assets. It also indicates the need to build capatibusiness planning and management in the
SUCs leadership.

On the other hand, per student total SUCs inconma #GPs and per student SUCs income from
other sources (but not per student SUCs incomeuimerto the revolving fund) were found to
have a negative and statistically significant relahip with poverty incidence. These results
indicate that SUCs income from IGPs is largely aelemt on the domestic demand or size of the
domestic market (as proxied in a negative fashiopdverty incidence).

Cost efficiency in SUCANn analysis of the major cost drivers of SUCsvjsion of higher
education indicates that there are economies d¢ scehe SUC sector that can be harnessed.
This finding supports proposals for the amalganmatibSUCs. Also, the multiplicity of program
offerings amongst SUCs is found to push SUCs’ pedent cost upwards. The number or the
proportion of faculty members who are MS/ PhD dedmnelders are likewise found to have a
significant influence on per student costs. Intst, the analysis also reveals that the number
of satellite campuses and the size of SUCs enralinre MS/ PhD programs are not good
determinants of per student costs.

Correlates of quality of instruction in SUCAN analysis of the determinants of the quality of
education provided by SUCs (as proxied by the LEB$smng rate) reveals that the number of



faculty with MS/ PhD degrees and the number of @mnbf Developments (CODs) both have
positive and statistically significant relationshith the LET passing rate. Surprisingly, per
student cost is not found to have statisticallyngigant influence on the LET passing rate. This
result suggests that there is some scope for negluger student cost without necessarily
affecting the quality of education provided by SUCs

Utilization of the Higher Education Development Bu{HEDF). HEDF spending rose from an
average of PhP 220 million a year in 1995-2001 1B B30 million per year in 2002-2005 and
PhP 742 million in 2006-2010. Various student dasise and scholarship programs capture the
biggest share in the HEDF. In contrast, allocationCenters of Excellence and Centers of
Development (COEs/ CODs) was the second most impbgpending item in the HEDF in
1995-2005. However, spending on COEs/ CODs prdigtidded up to nil in 2006-2010. This is
unfortunate considering that the COE/ COD prograranvisioned to support identified COEs/
CODs which are supposed to serve as models oflerceland resource centers for other HEIs.

On the other hand, spending on rationalizationrofyjams, standards and guidelines accounted
for 13% of total HEDF spending in 2006-2010. Tharshof this spending item rose from 5% in
1995-2001 to 12% in 2002-2005. In comparison, thares of research in the HEDF is fairly
stable and low — 4% in 1995-2001, 5% in 2002-20@5 &6 in 2006-2010.

Because of time and resource constraints, thisystidot able to analyze in greater detail the
effectiveness of HEDF spending on various actisiti€his is an area that should be further
studied in the future. However, the discussion ab@garding the determinants of the passing
rate in licensure examinations suggests that tieeofishe HEDF for faculty development is
money well spent.

Low utilization rate of HEDF

The utilization rate of HEDF is lackluster. CHEDfiofals aver that said problem arise because
many grantees/ awardees (e.g., COEs and CODs)amble to liquidate the financial support
that they receive from the HEDF in a timely mannerthe future, efforts to streamline the
actual release of financial assistance to grardadsawardees should be undertaken, perhaps in
the context of strengthening the processes ledditize selection and awarding of grants so as to
possibly do away with the liquidation process. Altively, the financial assistance may be
viewed as grants that are awarded on the basisfdefined criteria or conditions that they
have already complied with prior to the award rathan conditional on the awardees carrying
out specific activities after the award.

Public-private subdivision

Some sectors have raised the concern that HEDRisyeis skewed in favor of private HEIs.
However, closer scrutiny of the data reveals tHaDH spending (outside of the portion spent on
scholarship and student assistance) is almost yw#nided between the public and private
sectors, with the former have a slight edge.



HEDF support for private HEIs is not a bad ideer se The downward trend in the HEI
enrollment in private HEIs that is evident in 200@09 should be a cause of concern. It
highlights the need for national government suppmgrivate HEIs. However, the effectiveness
of current HEDF activities in providing the suppoeteded by private HEIs is another matter.

Scholarships and student financial assistance

The Student Financial Assistance Programs (STUFAPS)HED are highly fragmented. The
scholarship program and the grants-in-aid programsist of humerous programs, many of
which have low coverage individually. However, thés current initiative to streamline these
programs.

The grants-in-aid programs are badly targeted.t,Firee household income cut-off for the

STUFAP grants-in-aid program at PhP 300,000 per igelaigh, roughly 3.5 times as high as the
poverty income threshold for 2009. Although metested, the GIA programs make use of the
income tax returns of the parents/ guardians ofgtla@tees. The income tax return may not be
the best means of verifying the income status dfebeiaries, given the degree of tax

compliance of non-wage earners. Prospectively, SREFAP should consider making use of

proxy means test in targeting its beneficiaries.

On the other hand, the benefit level provided té Gilantees at PhP 7,500 per year is just about
equal to the average school fee (tuition plus nlieceous fee) in SUCs. Ideally, the benefit
should also cover the cost of living.

Finally, there might a need to revisit initiativesfund the STUFAPs from the GAA instead of
the HEDF, especially the reliance on PDAF of legmls and Congressional initiative. This
practice not only tends to make funding unpredietdiut also tends to make the selection of
beneficiaries vulnerable to political intervention.

RecommendationsGiven all these issues on NG subsidies for SU@& following
recommendations were formulated: (i) expanding dpelication of the normative funding
formula to include not just the allocation for MO®EHLt also the allocation for personal services
of SUCs, (ii) updating parameters used in the ntmaafunding formula and exploring the
possibility of being more selective in the CHEDIso@e of priority programs, (iii) encouraging
SUCs to charge socialized tuition fees following #xample of the University of the Philippines
(UP) to further improve their self reliance, (ivjeating a program to assist SUCs in the
management of their IGPs so as limit their depecel@m NG subsidies, (v) reducing the number
of programs offered by SUCs since the number ofjjanms is a major driver of per student SUC
cost, (vi) amalgamation of SUCs in the contextegfional university systems since the number
of satellite campuses is not found to be an importigterminant of per student SUC cost, (vii)
expanding the CHED faculty development program esittte PRC passing rate in SUCs is
correlated with the number of MS/ PhD faculty, ijviexpanding the STUFAPs to improve
equity and increase support to private HEIs, (mpioving the targeting system used in selecting
beneficiaries of the STUFAPs, (x) revisiting thewado rely more on the GAA rather than the
HEDF in funding the STUFAPs in order to avoid unamties in funding, (xi) increasing the
benefit level of the STUFAPs to include cost ofrlty to help avoid discrimination against very



poor students, (xii) shifting of NG funding for HEfrom subsidies to SUCs toward direct
subsidies to students to improve the quality of $1Exkiii) recognizing that while graduates of
higher education institutions do internalize a #igant portion of the benefits of higher
education schooling in the form of higher incomeaitn in the future, higher education has a
public good element that creates benefits to sptiett go beyond the income and employment
gains accruing to individual graduates, and lagttyy) harmonizing the program offerings of
public and private HEIs to level the playing fiedthd minimize the migration of students to
public HEIs.



RATIONALIZING NATIONAL GOVERNMENT SUBSIDIES FOR STA TE
UNIVERSITIES AND COLLEGES

Rosario G. Manasan*

1. INTRODUCTION

This study aims to review and assess the souragsuses of funds of state universities and
colleges (SUCs), the normative funding formula 80Cs and the utilization of the Higher
Education Development Fund (HEDF) with the end iewwof rationalizing the allocation of
national government funding of SUCs by improving #ffectiveness in the use of public funds
for higher education and by increasing the efficienf SUCs spending. The study will also
attempt to formulate strategies and guidelines diate (i) helping SUCs raise and fully utilize
their income consistent with the Higher Educatioroddrnization Act of 1997 and (ii)
encouraging the merger and specialization of SU@s.importance of this study is highlighted
by need to improve the efficiency and effectivenaflsgovernment spending on SUCs given the
prevailing issues and problems in the higher edoicatubsector:

» Duplication of programs - SUCs continue to offengmams that are in direct competition
duplication with the private sector, thereby temgdio result in the crowding out of
private higher education institutions (HEIS).

» Inefficiencies in the allocation of public spendioig SUCs

- Large share of personal services in SUCs’ budget
Low cost recovery in SUCs despite the fact thatdtstribution of students in
SUCs tend to be skewed in favor of better-off segroé&population
Large scope for generating income from land grantsother assets
- Wide variation in per student costs among SUCs
* Low quality of graduates as indicated by low paates in professional licensure
examinations.

The study proper may be subdivided into four pdrisan analysis of sources and uses of funds
of individual SUCs, (ii) review of normative finaing formula, (iii) analysis of operations and
outputs of the Higher Education Development Fuid,{reparation of financial projections for
2012-2016 of budgetary requirements of SUCs, apdofwnulation of strategies to encourage
the mergers and specialization of SUCs.

However, before we present the main findings of gtudy, we first provide an overview the
higher education sector iBection 2and a discussion of government spending in theosat
Section 3

*Senior Research Fellow, Philippine Institute foeM@lopment Studies. The research assistance of Caeaca,
Laarni Revilla and Lucita Melendez is gratefullkaowledged.




2. OVERVIEW OF THE STATE OF HIGHER EDUCATION

2.1. Enrollment

Total enrollment in higher education grew by 1.6&any on the average, from 2.4 million in
1999 to 2.8 million in 2009T@ble 1). This rate of growth is lower than the growtheraf the
population aged 16-21. Thus, the gross participatabe showed a slight downtrend from 25.7%
in 1999 to 23.8% in 2009.

Table 1. Higher Education Enrollment, by Sector and Type of Institution: 1999-2009

Number of students | 1999-2000 | 20002001 | 2001-2002 | 2002-2003 | 2003-2004 | 20042005 | 20052006 | 2006-2007 | 2007-2008 | 2008-2009 | 2009-2010
Philippines 2373486 2430842 2466056 2426976 2420856 2402315 2483274 2604449 2654294 2625385 2,770,965
Public 717445 771,162 808321 815595 829,181 819,251 849669 881656 915191 982,701 1,083,194
SuCs 617050 700199 733827 734224 742,108 TAATSL 754562 772079 792143 853280 942,077
LUCs 55018 61954 67,749 74382 80037 68731 89315 103812 117504 123379 134871
cSls 44557 4043 360 554 561 107 130 2132 2132 2132 2132
0GS 820 4,966 6,385 6,435 6,475 5,662 5,662 3633 3412 3910 4114
Private 1656041 1659680 1657735 161,381 1591675 1583064 1633605 1722793 1739103 1642684 1,687,771
Sectarian 517206 527,753 500,753 505,068 492438 477438 372,710 401,614 391534 443002 462,267
Non-Sectarian 1138835 1131927 1156982 1,106,313 1,099,237 1105626 1,260,895 1321,179 1347569 1,199,682 1,225504
Memo item:
(Gross participation rate 25.1 25.1 25.7 24.9 244 239 24.3 251 252 24.5 238
Percent distribution (%) | 1999-2000 | 20002001 | 2001-2002 | 20022003 | 20032004 | 2004-2005 | 20052006 | 2006-2007 | 2007-2008 | 2008-2009 | 20092010
Philippines 100.0 1000 1000 100.0 1000 100.0 1000 100.0 1000 100.0 1000
Public 30.2 317 328 336 343 34.1 34.2 339 345 374 39.1
SuCs 2.0 2838 298 303 307 310 304 296 298 325 340
LUCs 23 25 27 31 33 29 36 40 44 47 49
cSls 19 02 00 00 00 00 00 0.1 0.1 01 01
0GS* 0.0 0.2 0.3 03 0.3 0.2 0.2 0.1 0.1 0.1 0.1
Private 69.8 683 67.2 66.4 65.7 659 658 66.1 655 626 609
Sectarian 218 217 203 208 203 199 15.0 154 148 16.9 16.7
Non-Sectarian 480 46.6 46.9 45,6 454 46.0 50.8 50.7 50.8 457 42

SUCs - state universities and college;, LUCs - LGU universities and calleges; CSls- CHED supervised institutions, OGS - other government schools
Source; CHED MIS

Public-private subdivisionThe private sector continues to account for thegonty of total
higher education enroliment during the period. wdeer, the share of private institutions in
total higher education enroliment has been eroded time, contracting from 70% in 1999 to
61% in 2009. This came about as the growth inlenemt in public HEIs (4.2% yearly on the
average during the period) outpaced that of privEes (0.2% per annum on the average). In
toto, public HEIs appear to have crowded out pevHiEIs in 1999-2009. This trend, if it
continues, will put even pressure on governmendifugn of public HEIs. Moreover, it stands in
sharp contrast to a global trend towards greateatar sector role in the higher education sector.
In many countries, enrolment in private HEIs hagrbéncreasing more rapidly relative to
enrolment in public HEIs (ADB 2011).



The relative decline in the number of students gatan private HEIs during the period may be
attributed to the rapid increase in the tuitionsfezharged by private HEIs following the
deregulation of tuition fees starting in 1992 wislghool fees in public HEIs have remained at
fairly low levels. Many private HEI officials arelse of the opinion that the overall policy
environment in the Philippines does not provideel playing field for private HEIs and SUCs
(ADB 2011). They say that while the regulatory feamork for private HEIs is stringent (in
terms of laying down very detailed policies, guidet and standards for degree programs), the
autonomy of SUCs is assured by their individualrtgra while the autonomy of LUCs is
protected by the Local Government Code. Thus, Sd@$ LUCs may open curricula and
programs, and award degrees without the prior curnsfethe CHED (ABD 2011). Thus, private
HEI officials propose that the competition betwdbe course offerings of SUCs/LUCs and
private HEIs should be minimized. That is, SUCs amtCs should focus on programs and
disciplines that private HEIs neither have the caganor the inclination to pursue.

Paradoxically, while the share of private HEIs atat enrollment declined during the period,
their share in total number of institutions inceh$rom 84% in 1999 to 88% in 200Bable 2).

In particular, the number of private HEIs rose frih72 in 1999 to 1,573 in 2009 following the
lifting of the embargo on the establishment of npwvate HEIs 1992. In contrast, the
moratorium in the creation of SUCs and the prograshnshedding of CHED supervised
institutions (CSIs) appeared to have been effectiveducing the number of public HEIs from
232 in 1999 to 218 in 2009.

Necessarily, this development has had some impadhe scale of operations of public and
private HEIs. Thus, the average school size @umber of students per institution) in the public
sector increased from 3,092 in 1999 to 4,969 ir020hile the average school size in the private
sector declined from 1,413 to 1,073.

Public HEIs Enrollment in SUCs increased by 4.3% yearly anaherage from 617,050 in 1999
to 942,077 in 2009T{@able 1). State universities and colleges account foreckns90% of total
enrollment in public HEIs in 1999-2009. Howeverg tehare of SUCs in total enroliment in
public HEI contracted somewhat from 91% in 2008786 in 2009 Eigure 1). This came about
following the creation of many local universitiesdacolleges (LUCs) by local government units
(LGUs) during the period. To wit, the number of L&/8urged from 37 in 1999 to 93 in 2009
(Table 2). Concomitant with this, the growth in LUCs ennoéint was dramatic as well at 9.4%
yearly on the average during the period.

While the number of LUCs grew at a phenomenal ptee,number of SUCs was kept under
control with the moratorium in the creation of SUCEhe impact of the relative growth in the
number of institutions on the scale of operatiohgublic HEIS predominated that of the relative
growth in their enroliment. Thus, the average st of SUCs improved from 5,768 in 1999
to 8,463 in 2009 while that of LUCs declined almiogperceptibly from 1,487 to 1,450.
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Table 2. Distribution of Higher Education Institutions, by Sector and Type of Institution: 1999-2009

Number of HEIs 19992000 | 2000-2001 | 2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008:2009 | 2009-2010
PHILIPPINES 1404 1380 1428 1489 1540 1619 1,683 1,710 1,701 1,741 1,791
PUBLIC 232 166 170 173 175 176 191 196 201 205 218

State Universities/Colleges (SUCs) 107 107 11 11 11 11 11 110 110 110 109
Local Universities/Colleges (LUCs) 37 40 42 44 46 50 65 70 75 79 93
Others (include OGS, CSI, Special HEI) 88 19 17 18 18 15 15 16 16 16 16
PRIVATE 1172 1214 1258 1316 1365 1443 1,492 1514 1,500 1,536 1,573
Non-Sectarian 866 902 938 991 1034 1,103 1,134 1,215 1,200 1,234 1,251
Sectarian 306 312 320 325 331 340 358 299 300 302 322
Percent Distribution (%) | 19992000 | 2000-2001 | 2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008-2009 | 2009-2010
PHILIPPINES 1000 1000 1000 1000 1000  100.0 100.0 100.0 100.0 100.0 100.0
PUBLIC 16.5 12.0 119 116 114 10.9 113 115 11.8 118 12.2
State Universities/Colleges (SUCs) 7.6 7.8 78 75 72 6.9 6.6 6.4 6.5 6.3 6.1
Local Universities/Colleges (LUCs) 26 29 2.9 3.0 3.0 31 39 41 44 45 5.2
Others (include OGS, CS, Special HEI) 6.3 14 12 12 12 0.9 0.9 0.9 0.9 0.9 0.9
PRIVATE 83.5 88.0 88.1 88.4 88.6 89.1 88.7 88.5 88.2 88.2 87.8
Non-Sectarian 61.7 65.4 65.7 66.6 67.1 68.1 67.4 711 705 70.9 69.8
Sectarian 218 22.6 224 218 215 21.0 21.3 175 17.6 17.3 18.0

Source: CHED MIS
2.2. Enroliment/ Graduates by Discipline

Sometime in 2004, the national government identiflee various disciplines as low, medium or
high priority in terms of their relevance in pronmgf national development objectives. Under
this scheme, business administration and relatedplines, law and jurisprudence and medical
and allied sciences are classified as low priatisgiplines while natural sciences, mathematics,
engineering, agriculture, fisheries and forestryrélated disciplines are categorized as high
priority disciplines.



In toto, the share of the high priority disciplings total HEI enrollment increased by 3
percentage points between 2000 and 2009. In conshare of the medium priority courses
contracted by 12 percentage points while that efithv priority courses in total HEI enroliment
expanded by 10 percentage points.

Business administration and related disciplinedinae to be the most popular course in terms
of both enrollment and graduates in 2000-2008b{e 3). While business administration and
related disciplines lost some ground as their shratetal HEI enrollment went down from 27%
in 2000 to 21% in 2005, they quickly recovered dadter such that by 2009 they again
accounted for 26% of total HEI enrollment. Howewdranges in the distribution of enroliment
and graduates across disciplines are also evident.

On the other hand, the share of medical and afi@einces (courses that have been given low
priority under the normative financing formula) tatal HEI enrollment posted the biggest
expansion during the period, from 6% in 2000 to 2B8%006 before contracting to 16% in 2009
(Table 3). On a positive note, the share of IT-relatediglsees and engineering (2 of the 5 high
priority courses that have been previously idesdifiby government) increased by 3 and 1
percentage points, respectively during the period.

In contrast, education and teacher training (a omdpriority discipline) exhibited the biggest
loss in enrollment share, from 19% in 2000 to 18%2009. Agriculture, forestry and fisheries,
natural sciences and mathematics (all high priatisgiplines) likewise contracted in terms of
enrollment share.

Meanwhile, business administration and relatediglises lost its number one ranking in terms
of share in total HEI graduates to medical anedlBciences between 1999 and 200#b(e 4).

On the other hand, education and teacher trainegtive second biggest loser in graduate share
during the period, next to business administrasiod related disciplines. In contrast, engineering
was the second biggest gainer in graduate shatetcmmedical and allied sciences.

In sum, the share of the high priority coursesotaltnumber of HEI graduates increased by 1
percentage point between 1999 and 2008. In canshare of the medium priority courses
contracted by 13 percentage points while that eflolw priority courses in total HEI enrollment
expanded by 12 percentage points.

2.3.  Geographic Concentration and Access

Total HEI enrollment tends to be relatively concated in NCR, CAR, Region VI and Region
VII. The share of these regions in total HEI enmaht is larger than these regions’ share in the
total population aged 16-21. For instance, theeslobdAMNCR in total HEI enroliment is 25% in
2009, compared to the region’s 14% share in t@eatld 6-21 populatiorT@ble 5).

In contrast, the share of Region IV-A, Region hdaARMM in total HEI enrollment is smaller
than these regions’ share in total population ab@@1. In particular, the share of ARMM in
total HEI enrollment in 2009 is less than 2% compao the said region’s 5% share in the total
population aged 16-21.



Table 3. Distribution of Enrollment in Public and Private HEIs, by Discipline, 2000-2009 (in %)

Discipline Group [ 2000001 | 200102 | 2002/03 | 2003104 | 2004/05 | 2005006 | 2006/07 | 2007/08 | 2008/09 | 2009/10
GENERAL 28 18 15 16 14 09 08 13 05 05
EDUCATION SCIENCE AND TEACHER TRAINING 193 178 172 167 153 1456 127 140 124 127
FINE AND APPLIED ARTS 04 04 04 04 05 05 05 05 05 06
HUMANITIES 09 12 12 12 11 10 10 11 11 10
RELIGION AND THEOLOGY 04 03 03 03 03 03 03 03 03 03
SOCIAL AND BEHAVIORAL SCIENCES 26 32 30 31 28 26 26 28 27 28
BUSINESS ADMINISTRATION AND RELATED
DISCIPLINES af 2.6 260 5.4 230 215 214 20 231 241 26.1
LAW AND JURISPRUDENCE af 08 08 08 08 08 08 07 07 07 07
NATURAL SCIENCE b/ 12 12 12 11 10 09 09 09 09 09
MATHEMATICS b/ 06 05 06 05 05 04 06 05 06 04
MEDICAL AND ALLIED SCIENCES a/ 58 6.7 9.1 132 18.6 22.1 234 20.6 19.7 159
TRADE, CRAFT AND INDUSTRIAL 0.0 0.2 0.1 0.1 0.6 0.0 04 0.2 0.2 0.1
ENGINEERING b/ 110 15 112 113 103 125 121 17 122 124
IARCHITECTURAL AND TOWN-PLANNING 1.0 1.0 11 0.9 1.0 0.8 0.7 0.7 0.7 0.7
IAGRICULTURAL, FORESTRY, AND FISHERIES b/ 3.6 38 35 3.2 29 2.6 2.3 2.2 24 2.2
HOME ECONOMICS 04 03 02 02 02 02 02 02 02 0.2
ISERVICE TRADES 06 06 0.7 0.7 06 05 08 09 10 13
MASS COMMUNICATION AND DOCUMENTATION 09 12 14 11 11 10 12 11 11 11
OTHER DISCIPLINES 76 15 71 70 69 42 52 40 41 42
IT-RELATED DISCIPLINES bf 93 101 106 103 95 9.8 97 106 115 126
MARITIME 41 38 35 33 30 30 21 26 25 32
HIGH PRIORITY DISCIPLINES %51 212 210 263 243 262 %5 %59 215 285
MEDIUM PRIORITY DISCIPLINES 410 39.4 37 36.6 349 296 285 2.1 213 288
LOW-PRIORITY DISCIPLINES 332 334 353 37.0 409 443 46.0 444 452 428
Total 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000

al low-priority disciplines
b high-priority disciplines
Source of basic data: CHED MIS

It is notable, however, that the distribution ofaloHEI enrollment across regions has become
less skewed over time. For instance, the shareGR M total HEI enrollment went down from
28.0% in 2000 to 27.2% in 2004 and 25.4% in 2009like manner, the share of Region IV
increased from 9.2% in 2000 to 10.6% in 2004 an@%2an 2009.

Sectoral share in HEI enroliment by regidrable 6 presents the respective shares of the public
and private sectors in HEI enrollment by regiorsHows that the share of the private sector in
total HEI enrollment is higher than the nationati@ge in Region Xl, Region VII, CAR, NCR
and Region X while the share of the public secdnigher than the national average in the rest
of the regions. In particular, the share of SUCgoital HEI enroliment is significantly higher
than the national average in Region IV-B, ARMM, RegVIIl, Region Il, Region IX, Region V
and Region Il

Multivariate analysis done for this study reveddattpoverty incidence is a good explanatory
variable of the share of the public sector (as wasglthat of SUCs) in total HEI enrollment. To a
lesser extent, the number of public HEIs includmgmber of satellite campuses also helps
determine the share of public HEIs in total HEIadinnent. However, while the coefficient of

poverty incidence is significant at the 5% levels@jnificance, the coefficient of the number of
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pubic HEIs including satellite campuses is sigaific at the 10% level only. Moreover, it is
notable that when the number of public HEIs exctuttee number of satellite campuses, the
coefficient of said variable is not found to betistacally significant.

Table 4. Distribution of Graduates in Public and Private HEIs, by Discipline, 2000-2009

Discipline Group [1999/00 | 2000001 | 2001002 | 2002103 | 2003/04 | 2004/05 ] 2005106 | 2006107 ] 2007/08 ] 2008109

GENERAL 17 14 09 08 09 09 0.7 08 04 03
EDUCATION SCIENCE AND TEACHER TRAINING 172 19.6 202 201 186 173 15.7 159 143 121
FINE AND APPLIED ARTS 04 04 04 04 04 04 04 04 05 05
HUMANITIES 11 12 13 13 12 13 11 10 10 1.0
RELIGION AND THEOLOGY 04 03 03 03 04 03 03 03 03 02
SOCIAL AND BEHAVIORAL SCIENCES 35 37 37 38 34 33 29 21 2.6 2.1
BUSINESS ADMINISTRATION AND RELATED
DISCIPLINES o/ 28 %3 WS a6 ®1 B 25 A5 A0 2]
AW AND JURISPRUDENCE & 0.6 0.6 0.6 0.7 0.7 10 0.7 0.6 0.7 0.6
NATURAL SCIENCE b/ 12 13 13 12 11 1.0 09 08 08 09
MATHEMATICS b/ 09 04 06 05 05 05 05 04 05 0.4
MEDICAL AND ALLIED SCIENCES af 8.6 15 6.9 83 108 15.1 205 248 213 21.3
TRADE, CRAFT AND INDUSTRIAL 01 02 02 01 09 00 07 03 03 0.2
ENGINEERING b/ 79 8.3 9.2 10.1 99 120 116 112 109 10.3
IARCHITECTURAL AND TOWN-PLANNING 0.6 0.7 08 0.7 09 0.7 0.6 05 05 05
AGRICULTURAL, FORESTRY, AND FISHERIES b/ 35 36 35 37 34 31 31 28 25 2.1
HOME ECONOMICS 02 03 03 03 03 03 03 02 02 02
SERVICE TRADES 07 0.6 0.7 06 0.6 05 05 05 05 0.7
MASS COMMUNICATION AND DOCUMENTATION 14 14 15 13 12 11 11 10 10 1.2
OTHER DISCIPLINES 6.5 6.4 6.5 6.5 6.8 38 47 35 36 38
IT-RELATED DISCIPLINES b/ 8.8 8.7 9.1 85 8.7 94 9.1 8.1 8.7 98
MARITIVE 48 40 35 32 320 29 21 25 23 25
HIGH PRIORITY DISCIPLINES 22.3 224 2.1 24.0 235 26.1 253 233 234 235
MEDIUM PRIORITY DISCIPLINES 38.7 402 402 395 389 327 31 2.7 216 25.9
LOW-PRIORITY DISCIPLINES 39.0 374 36.1 365 376 411 436 470 490 50.6

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1000 1000

al low-priority disciplines
b/ high-priority disciplines
Source of hasic data; CHED MIS

Gross enrollment rate across regioridere are large disparities as well in the gesg®liment
rate in higher education (reckoned relative to rthenber of young adults aged 16-21) across
regions. NCR and CAR have consistently registeredggenrollment rates (GER) that are higher
than the national average. Specifically, the GERAR and NCR are 92% and 90% higher than
the national average in 2008aple 5). In contrast, ARMM, CARAGA and Region IV-B areeth
cellar dwellers in terms of the gross enrolimertie ria higher education. To wit, the GER of
ARMM, CARAGA and Region IV-B are 69%, 32% and 268&wer than the national average in
2009.



Table 5. Gross enrollment rate by region and regional distribution of total HEI enrollment and total population aged 16-20 and gross enroliment rate

2000 2004 2009 GER

Region HEl enr Popn Diff HEl enr Popn Diff HEl enr Popn Diff 2000 | 2004 | 2009
| 54 56 -0.2 53 5.2 01 48 43 {01 253 26 35
Il 34 37 -03 36 35 01 40 33 08 U1 26 294
Il 6.5 109 44 12 107 35 8.1 109 -7 157 160 178
I/ IV A 9.2 124 32 88 126 37 104 132 -8 197 168 18.7
IVB 18 27 -1.0 19 26 0.7 154 17.7
v 44 6.0 -15 47 5.5 08 45 5.2 0.7 197 203 207
VI 9.2 83 08 84 8.0 04 11 11 0.0 291 252 37
VIl 89 16 13 11 13 04 18 12 0.6 308 51 2538
Vil 34 44 -10 37 42 05 37 40 03 205 209 20
IX 34 38 -04 25 37 -13 31 38 0.6 37 157 19.7
X 34 438 -14 43 47 03 44 46 03 186 22 23
XI 54 51 03 42 5.0 08 42 51 09 281 202 195
Xl 37 42 -05 32 44 -12 3.1 438 -17 34 174 153
NCR 280 139 141 212 134 138 254 134 120 533 485 453
CAR 37 20 17 39 19 20 37 19 18 494 484 458
ARMM 03 46 4.2 18 46 -8 16 49 34 18 93 15
CARAGA 17 27 -11 18 27 09 18 27 09 163 158 16.2
Total 2430882 9,191,731 2,402,315 10,057,542 2,770965 11,632,275 264 39 2338
Source of basic data: CHED MIS
Table 6. Sectoral share in HEI enrollment, by region, 2000-2009

Total of no. of students Private (%) Public (%) SUCs (%)
Region 2000] 2004 2009 2000  2004]  2009f 2000 2004]  2009]  2000]  2004] 2009
| 130,528 127,632 131,949 62.4 62.8 58.8 376 37.2 412 344 323 36.9
Il 82,467 85,523 111,689 63.7 60.1 484 36.3 39.9 51.6 34.7 39.0 50.8
Il 157,547 172,883 224,695 60.0 55.3 49.9 40.0 44.7 50.1 383 436 47.2
IV/IVA 224,554 212,603 288,671 59.7 63.9 58.1 403 36.1 419 39.1 318 36.7
VB 42,370 52,915 0.0 29.6 26.9 0.0 704 731 0.0 704 73.1
\ 107,868 112,452 124,653 57.5 51.0 455 425 49.0 54.5 405 426 47.6
VI 223,174 201,663 213,074 65.1 63.8 58.7 349 36.2 413 316 326 36.6
VIl 215,139 184,262 214,786 814 783 749 18.6 217 25.1 17.7 21.5 244
VIl 83,770 88,203 103,083 388 37.1 317 61.2 62.9 68.3 60.7 619 65.6
IX 83,233 59,096 86,420 63.0 58.1 511 37.0 419 489 37.0 417 489
X 82,212 103,989 120,789 76.9 70.1 60.6 231 29.9 39.4 17.7 28.0 35.9
XI 131,143 101,965 115,001 78.7 87.1 8138 213 12.9 18.2 209 12.9 17.2
Xl 89,735 76,461 84,983 513 67.2 67.5 48.7 328 32.5 48.7 316 31.6
NCR 681,840 654,130 703,296 756 74.6 716 24.4 25.4 284 18.4 20.1 17.0
CAR 89,394 93,238 101,663 76.1 75.8 733 239 24.2 26.7 23.9 24.2 26.7
ARMM 7417 43,360 43,145 39.3 26.2 26.0 60.7 73.8 74.0 332 66.7 66.8
CARAGA 40,821 42,485 50,153 75.6 64.4 58.0 244 35.6 420 244 356 415
Total 2,430,842 2,402,315 2,770,965 68.3 65.9 60.9 317 34.1 39.1 28.8 31.0 34.0

Source of hasic data: CHED MIS




ARMM and Region Il made the most progress in teahsnprovements in the GER in higher

education. Their GER rose by 5.7 and 5.3 percenpajas, respectively, between 2000 and
2009. It is also notable that while the gross émeht rates in Regions X and Il have

consistently been below the national average in0ZIM9, said regions have registered
significant gains in their GERs during the peritrd.contrast, the deterioration in the GER of
Region XI, XIl and NCR was quite steep during tleeipd at 8.5, 8.2 and 8.0 percentage points,
respectively. The gross enrollment rates of Reyfiband CAR (regions whose gross enrollment
rates are higher than the national average in 200@) have also declined substantially.

Correlates of overall GERMultivariate analysis reveal a negative and stighlly significant
relationship between the GER at the regional lemelthe one hand, and poverty incidence, on
the other. However, the number of higher educatetitutions in the region (measured either in
terms of number of main campuses or number of mlais satellite campuses) was not found to
have a statistically significant relationship WBER.

2.4.  Quality of Education

Quality of education in higher education may be snead by the passing rate in the professional
licensure examinations that are given by the Psideal Regulatory Commission (PRC) for a
variety of fields of study. It should be emphasizkdwever, that not all fields are covered by
these examinations. In particular, most of the sesiincluded under business administration and
related disciplines are not the subject of a liceagxam with the exception of accounting (WB/
ADB 1999).Table 7 below shows the results of the licensure exansébected fields of study.
While the passing rate in some fields of study $tamvn some improvement in 2004-2009 (e.g.,
medicine, civil engineering, mechanical engineerimgrountancy, and agriculture), the passing
rate for others have either declined (e.g., eleargrnteaching and nursing) or have stagnated
(e.g., midwifery, electrical and electronic engineg and secondary teaching). Moreover, the
passing rate has not exceeded 50% for many ofdlus fof study.

Table 7. National Passing Rate in Selected LicensuExaminations

| 2004 200% 200p 2047 20ps8 2Q09
LET elementary a/ 27.0 27.6 29.3 27.6 29.5 3.9
LET secondary a/ 27.2 25.9 32.5 29.1 33.1 6.8
/Accountancy 20.3 24.6 24.1 34.1 32.8 36.3
Midwifery 49.7 52.3 53.9 53.2 52.9 52.6
Nursing 49.9 52.2 46.0 45.8 43.9 4p.7
Medicine 51.7 53.9 54.9 59.9 58.2 6B.9
Civil engineering 35.2 34.7 40.9 37.5 35.4 45.4
Mechanical engineering 45.3 45.5 47.8 51.8 56.4 56.1
Electrical engineering 35.2 325 35.3 32.0 35.8 P5.2
Agriculture 25.4 29.8 29.9 34.0 30.7 3B.3

LET - licensure examination in teaching
Source: CHED MIS



3. NATIONAL GOVERNMENT SPENDING ON HIGHER EDUCATION

The education sector receives the biggest experditlocation (16.6% of total NG expenditures
on the average) next to debt service (22.9% oravieeage) in 1995-200%igure 2). However,
the expenditure share of the education sector actel from a peak of 19.7% in 1998 to a low
of 14.2% in 2005-2006 largely because of the expans debt service between 1998 and 2006
following the large fiscal deficits registered etnational government in earlier years.

Moreover, the national government spending pie alscame smaller from 20.2% of GDP in
1998 to 17.3% of GDP in 2006 as the national gawemt cut back on non-mandatory
expenditures as part of its efforts to achievealismonsolidation. Thus, NG expenditures on
education exhibited a well-defined downward tremeteen 1999 and 2006, going down from
4.0% of GDP in 1998 to 2.5% in 200€igure 3). However, NG spending on education
recovered somewhat to 2.6% of GDP in 2007-2008 2r8% in 2009 following some
improvement in the revenue effort of the NG in 2@D®7 and as debt service started to taper
off in 2006 as a result of the lower fiscal defleivels in 2005-2008.

Figure 2. NG spending on total education sector as % of total NG
% of total NG expd expenditures, obligations basis, 1985-2007
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On the average, more than four-fifths of total N@er&ding on education accrues to basic
education in 1995-2009. On the other hand, 14%tal NG education spending is allocated to
higher education while 2% goes to technical/ vaceti education and training (TVET). Some

slight reallocation within the education spendiig is evident over time. In particular, the share
of basic education in total NG education spendimggdased from 80.0% in 1999 to an average
of 82.7% in 2001-2009jgure 4). Likewise, the spending share of TVET rose frb®% 1998

to 3.7% in 2009. Conversely, the share of higharcation in total NG education spending

contracted from a high of 16.9% in 1996 to a lovl 2% in 2009.

Figure 4. Composition of NG spending on education sector, 1995-2009
% share (in %)
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Thus, NG spending on higher education shrank frasfoOof GDP in 1998 to 0.3% of GDP in
2005-2009 fcigure 5). About 92% of NG spending on higher educatiod985-2009 accrues to
SUCs and the remaining 8% to the Commission on éfigiducation (CHED). NG spending on
SUCs as well as that on CHED dipped during theoperifo wit, NG spending on SUCs
contracted from 0.5% of GDP in 1996 to an averddge 3% in 2006-2009 while NG allocation
for the CHED went down from 0.1% of GDP in 1998t62% in 2002-20009.

As a result, per student NG spending on SUCs (DD3frices) decreased from PhP 32,620 in
1997 to PhP 16,416 in 200Bigure 6). While SUCs supplemented the NG subsidy withrthei
own internally generated income by some PhP 7,&4fudent in 2006-2009, the trajectory of
total SUC spending per student is still downwardrduthe period.

4. ANALYSIS OF SOURCES AND USES OF FUNDS OF SUCs

4.1. Sources of Funds

Total SUCs receipts grew by 9% yearly on the avwerfagm PhP 21.8 billion in 2003 to PhP
36.1 billion in 2009 Table 8). The subsidy from the national government commto account
for the bulk of total receipts of SUCs in 2003-206®Hwever, a shift in the composition of

SUCSs’ receipts is evident during the period. Itgegjs that SUCs in the aggregate are becoming
more self-reliant in terms of funding. The shardN@ subsidy in total SUCs’ receipts contracted
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from 82% in 2003 to 70% in 2008-2009. Conversdhg, share of internally generated income
expanded from 18% in 2003 to 30% in 2008-2009. sTdame about as SUCSs’ receipts from
internally generated income grew more than thrisdast as NG subsidy between 2003 and
2009. To wit, SUCS’ internally generated incomeréased by an average of 18% per year in
2003-2009 while NG subsidy to SUCs rose by an ayedd 6% per year.

/
Figure 5. NG spending on higher education, as % of GDP, obligations
% to GDP basis, 1995-2009
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Figure 6. Perstudent government spending on SUCs, 1995-2009
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Table 8. Total SUCs receipts, by major source, 2063009
Internally Total Internally
NG subsidy g_enerated receipts NG subsidyf g.enerated Total receipt$
income income
Levels (in million pesos) Distribution (%0)
2003 17,906 3,903 21,809 82.1 17.9 100.0
2005 17,993 5,668 23,661 76.0 24.0 100.0
2006 18,857 6,625 25,487 74.0 26.0 100.0
2007 20,372 7,995 28,367 71.8 28.2 100.0
2008 22,769 9,650 32,419 70.2 29.8 100.0
2009 25,363 10,771 36,135 70.2 29.8 100.0
Growth rate (%)
2003-2006 1.7 19.3 5|3
2006-2009 10.4 17.6 123
average 6.0 18.4 88

Source of basic data: DBM

However, the creditable increase in the interngyerated income of SUCs in 2006-2009 has
not been enough to compensate for the combinedtefé (i) the rapid increase in enroliment in
2007-2009, (ii) the reduction in NG subsidy pedstut, and (iii) inflation. After an initial surge

in 2003-2007, the growth in SUCs internally geneslaincome per student started to decelerate
between 2007 and 2009 as SUCs enrollment surgexh lawverage of 9% per year in the latter
period (Table 9). After adjusting for inflation, the growth in SldCinternally generated income
per student was less than 1% in 2007-2009. ThusgsSinternally generated income per
student (in 2000 prices) was PhP 7,875 in 2009evNiG subsidy per student stood at PhP
18,542 The level of total SUCs receipts per student (RBR17 in 2000 prices) in 2009 is
lower than the 2006-2007 level.

Internally generated incomélnder the Higher Education Modernization Act of I98UCs are
authorized to retain and utilize their income gatest from tuition fees and other charges. In
more specific terms, SUCs Boards have the powgx tbe tuition fees and other school charges
and at the same time adopt and implement a samibkzheme of tuition and school fees for
greater access to poor but deserving studentsh®ather hand, because of the protests coming
from students every time a tuition fee increaggraposed, many SUCs have increasingly looked
at other income generating projects as a sourfiearicing.

Some 45% of total internally generated SUCs incah&UCs came from tuition fees while
another 20% is from other income collected fromdstus in 2003-2009Té@ble 10. In other
words, close to 65% of total internally generatddCS income were collected from students
during the period. On the other hand, 24% of tatérnally generated SUCs income was
contributed by income generating projects (i.ecpine accruing their revolving fund and other
SUCs income.

! The estimates of per student SUCs’ receipts is thib-section (which were estimated from the detenf
individual SUCs) are slightly different from thatthe Section 3 (which were estimated from natidexa| data).
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SUCs income from students

The growth in receipts from tuition fees and otineome from students were fairly significant at
a yearly average of 22% and 15%, respectively,(0632006 Table 11). However, while
receipts from other income from students registérettier growth in 2006-2009 relative to the
earlier period, the opposite is true of receiptsrirtuition fees. Consequently, there has been a
reduction in the share of tuition fees in totalemmally generated SUCs income (from 47% in
2005 to 41% in 2009) and a concomitant increashaenshare of other income collected from
students from 18% in 2006 to 22% in 200%ljle 10. These opposing movements combined
have resulted in a fairly stable share of total Stti€ome from students (64%) in total internally
generated SUCs income during the period.

Table 9. Per student SUCs receipts (in current and000 prices)

in current prices in 2000 prices
Internally Internally
NG subsidy generated Total NG subsidy generated Total
income income
Levels (in pesos)
2003 24,317 5,300 29,6171 21,163 4,613 25,775
2006 27,252 9,574 36,8271 19,973 7,017 26,989
2007 27,739 10,886 38,625 19,749 7,750 27,499
2008 28,179 11,942 40,121 18,674 7,914 26,588
2009 28,687 12,183 40,871 18,542 7,875 26,417
average 27,235 9,977 37,212 19,620 7,034 26,654
Growth rate (%)
2003-2007 3.3 19.7 6]9 -1.7 13.9 1.6
2007-2009 1.7 5.8 2|9 -3.1 0.8 -2.0
average 2.8 14.9 5.5 -2.2 9.3 D.4
Source of basic data: DBM and CHED MIS
Table 10. Composition of Internally generated incora of SUCs (in percent
Tuition Other Income Income Grants Other Total
Fees Income from from and
Collected Other Revolvin Donations
from Sources Fund
Students
2003 43.3 19.8 11.7 12.4 3.2 9.5 100.0
2005 47.3 19.0 10.2 11.8 1.3 10.4 100.0
2006 46.0 17.8 12.6 11.4 2.9 9.3 100.0
2007 47.2 17.8 13.0 12.9 2.4 6.6 100.0
2008 43.5 20.5 13.1 10.5 3.0 9.5 100.0
2009 41.4 22.0 13.8 10.5 3.0 9.2 100.0
average 44.8 19.5 12.4 11.6 2.6 9.1 100.0}

Source of basic data: DBM
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Table 11. Internally generated income of SUCs, hype

Tuition Other Income Incomg Grants Otherg Total
Fees Income from from and
Collected Other Revolving Donatiohs
from Sources Fund
Students
Levels (in million pesos)

2003 1,692 774 455 485 125 373 3,903
2005 2,683 1,079 576 669 73 589 5,669
2006 3,048 1,178 837 756 190 616 6,625
2007 3,770 1,426 1,042 1,034 194 529 7,995
2008 4,199 1,980 1,263 1,010 286 912 9,65(
2009 4,461 2,371 1,488 1,131 327 992 10,771

Growth rate (%)

2003-2006 21.7 15.0 22.5 16.0 14.9 18.3 9.3
2006-2009 13.5 26.3 21.2 14.4 19.8 17.2 | 7.6
average 17.5 20.5 21.8 15.2 17.3 17.7 8.4

Source of basic data: DBM

Although the nominal growth in receipts from tuititees and other SUCs income from students
in 2006-2009 was substantial, it was whittled awgyinflation and the growth in enrollment.
Thus, per student receipts from tuition fees in@pfices stood at PhP 3,261 in 2009, lower than
the 2007-2008 levelT@ble 12. While per student receipts from other incomenfretudents
increased by 11% in real per student terms, saick&se was not enough compensate for the
decline in per student receipts from tuitions fee2007-2009. Consequently, per student total
income from students in 2000 prices declined maittirfrom PhP 5,037 in 2007 to PhP 4,995
in 2009.

School fees in state universities and collegesgareerally low when compared with those of

private HEIs. Per student total SUCs receipts fetadents (i.e., sum of tuition fees and other
income from students) in current prices is estichdtebe PhP 7,728 in 2009 or less than PhP
4,000 per student per semesiealfle 12).

This is not surprising given that the modal averaggBon fee per unit in the undergraduate
program in SUCs is PhP 100 in 200%ble 13. The Polytechnic University of the Philippines
(PUP) charges the lowest tuition fee per unit (RBPamong all SUCs in 2009. In contrast, the
University of the Philippines (UP) has the highestion fee per unit (PhP 1,000) among all
SUCs in 2009.

However, there is a wide variation in per studedCS receipts from school fees. For instance,
per student SUCs receipts from tuition fees in Bedi(llocos) is 40% lower than the national
average while that in Region X (Northern Mindanmso30% higher than the national average in
2009. In like manner, per student SUCs receipts) fother income from students in Region Il
(Cagayan Valley) is 55% below the national averaghiile that of Region IVA
(CALABARZON) is 104% above the national averagestm, per student total SUCs receipts
from students in Region | is 40% lower than thaamatl average while that in Region IVA is
51% higher than the national averagalgle 14).
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Income from Income Generating Projects (IGPs)

SUCs income from income generating projects mayto&ken down into: (i) SUCs income

accruing to their revolving funds and (i) SUCs anee from other sources. SUCs income
accruing to their revolving fund and their incomenh other sources grew by 15% and 22%
yearly on the average, respectively, in 2003-200&ble 11). Thus, the share of their income
from other sources rose from 10% in 2005 to 14%009. However, the contribution of income
accruing to their revolving fund to their total embally generated
average of 12% in 2003 to 10% in 200Balfle 10. As a result, the total share of income
generating projects in total SUCs income remaityfstable at 24%.

Table 12. Per student intemally generated incomef®UCs

income declined from an

in current prices in 2000 prices
Tution | Other | Income | Income | Grants | Others | Total | Tuition Qther Income | Income Grants | Others | Total
Fees | Income | from from and Fees Income from from and
Collected |  Other | Revolving | Donations Collected |  Other | Revolving | Donations
from | Sources |  Fund from Sources |  Fund
Students Students
Levels (in pesos) Levels (in pesos)
2003 2,297 1,051 618 658 170 506 5,30( 1,999 915 538 573 148 40 4613
2006 4,405 702 1210 1,092 275 890 9574 3228 1,247 886 800 00 653 7017
2007 5,134 1942 1419 1,408 264 720 10884 365 1,382 1,010 1,002 188 513 7750
2008 5,196 2450 1563 1,250 B4 1129 11,94 3444 1,624 1,036 829 284 48 7914
2009 5,046 2682 1684 1,280 30 1122 12,181 3,261 1733 1,088 82 29 75 787
average 4416 1965 1298 1,138 27 873 9971 2,598 1,150 760 672 169 513 7,034
Growth rate (%)
2003-2007 23 16.6 231 209 116 9.2 9.7 16.3 109 171 015 61 39 1B
2007-2009 09 175 8.9 AT 184 249 b8 55 120 38 92 281 190 0.
average 14.0 169 182 17 138 142 49 85 112 125 63 38 87 9.
Source of basic data: DBM and CHED MIS
Table 13. Tuition fee per unit, 2007-2009
1ST SEM 2007/08 1ST SEM 2008/09 1ST SEM 2009/10
BS/AB | MSIMA [ PHD | BS/AB | MSIMA |  PHD BS/AB | MS/MA | PHD
Mean 122 278 337 121 273 357 126 293 380.13
Mode 100 200 300 100 300 300 100 200 300.0d
Max 1,000 1,050 600 1,000 600 800 1,000 1,500 800.00
Min 12 39 100} 12 39 100} 12 60 150
Source: CHED MIS

As is the case with respect to per student SUGCsiptscfrom schools fees, there is also wide
variation in per student SUCs income from IGPs. iRstance, the per student SUCs income
accruing to their revolving fund of Region Il is%®Jower than the national average while that of
NCR is 116% higher than the national average ir@20@ble 14). Also, the per student SUCs
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income from other sources of Region | is 97% belbe national average while that of Region
VI (Western Visayas) is 147% above the nationataye.

Table 14. Per student internally generated incomdyy region, 2009

Income
§ Income Income from Grants Total Income
Tuition Fees| Collected | from Other : and Others TOTAL
from Studenty  Sources Revolving Donations from Students
Fund
(in pesos)

National Capital Region 4,812 2,502 3,731 2,764 390 2,983 84,521 7,314
Region | - llocos 3,036 1,633 44 1,258 - 3,054 17,75 4,664
Cordillera Administrative Region 3,702 2,517 667 4,681 104 153 17,00 6,214
Region Il - Cagayan Valley 4,021 1,200 618 29 441 272 9,24 5,221
Region Il - Central Luzon 6,108 2,293 1,469 764 726 39 16,986 8,404
Region IV-A - CALABARZON 6,244 5,458 1,374 890 - 584 22,74 11,704
Region IV-B - MIMAROPA 4,744 3,540 614 307 259 51 16,89 8,284
Region V - Bicol 4,989 1,557 582 253 - - 14,56 6,541
Region VI- Western Visayas 3,536 2,875 4,156 529 673 902 18,67 6,411
Region VII - Central Visayas 6,047 2,576 172 284 4 2,101 23,704 8,623
Region VIII - Eastern Visayas 6,224 3,049 1471 1,306 1,358 1,119 24,084 9,273
Region IX - Zamboanga Peninsula 3,468 4,024 351 458 29 1,044 14,571 7,493
Region X - Northern Mindanao 6,541 3,156 2,137 2,117 299 328 25,69 9,691
Region XI- Davao Region 5,200 4,183 436 289 1,010 - 17,53 9,384
Region XII - Soccsksargen 9,015 1,008 531 2,753 - - 16,39 10,024
Region XIIl - CARAGA 3,738 1,500 521 724 605 - 12,99 5,234
ARMM 4,233 1,677 609 1,017 18 572 12,07 5,910
Philippines 5,046 2,682 1,684 1,280 370 1,122 30,544 7,728

Per student internally generated income; national eerage = 100
National Capital Region 95.4 933 2216 216.0 105.4 265.8 276.1 94.6
Region | - llocos 60.2 60.9 2.6 98.3 - 27121 58.1 60.4
Cordillera Administrative Region 734 938 396 365.9 28.0 13.6 55.1 80.1
Region Il - Cagayan Valley 79.7 4.7 36.7 7.7 119.0 24.3 30.3 67.
Region Il - Central Luzon 1211 85.5 87.2 59.7 196.0 35 55. 108.
Region IV-A - CALABARZON 123.7 203.5 81.6 69.5 - 52.1 74.5 1514
Region IV-B - MIMAROPA 94.0 132.0 36.5 24.0 69.8 45 55. 107.
Region V - Bicol 98.9 58.1 346 19.7 - - 471 84.]
Region VI- Western Visayas 70.1 107.2 246.9 413 1817 80.4 61.1 83.
Region VII - Central Visayas 119.8 96.0 10.2 22.2 11 187.2 774 111,
Region VIII - Eastern Visayas 1233 113.7 874 102.1 366.8 99.7 78.8 120.
Region IX - Zamboanga Peninsula 68.7 150.1 208 358 78 93.0 47.1 97.
Region X - Northern Mindanao 129.6 117.7 126.9 165.4 80.7 29.2 84.1 125.
Region XI- Davao Region 103.0 156.0 259 22.6 2726 - 57.4 1214
Region XII - Soccsksargen 178.7 376 315 215.2 - - 53.1 129.
Region XIIl - CARAGA 74.1 55.9 310 56.6 163.3 - 42.6 67.
ARMM 83.9 62.5 36.2 79.4 48 51.0 39.1 76.4
Philippines 100.0 100.0 100.0 100.0 100.0 100.0 100.( 100.

Source of basic data: DBM and CHED MIS
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4.2. Uses of Funds

Total expenditures of all SUCs in the aggregatevgrem PhP 20.6 billion in 2003 to PhP 33.3
billion in 2009 [Table 15. Spending on personal services (PS) capturetiath's share in total
SUCs spending during the period. However, theesb&PS in total SUCs expenditure declined
from 76% in 2003 to 65% in 2009 while that of maimince and other operating expenditures
(MOOE) and capital outlay (CO) went up, respectivfiom 19% to 24% and from5% to 12%.
This came about as the growth in MOOE and CO oetpabat of PS spending during the
period. Capital outlays of all SUCs combined exgahtdy 25% while MOOE grew by 12% on
the average in 2003-2009. In comparison, the grawBS spending was a modest 6%.

Table 15. Total SUCs expenditures, by economic caery of spending

[ pPs | MOOE | cOo | Total PS | MOOE | CO | Total
Levels (in million pesos) Distribution (%)
2003 15,603 3,939 1,013 20,554 75.9 19.2 4.9 100.0
2006 16,945 5,503 1,794 24,247 69.9 22.7 7.4 100.0
2007 17,772 6,175 1,928 25,875 68.7 23.9 7.5 100.0
2008 19,593 7,317 2,518 29,428 66.6 24.9 8.6 100.0
2009 21,599 7,879 3,825 33,303 64.9 23.7 115 10Q.0
average 69.2 22.8 8.0 100|0
Growth rate (%)
2003-2006 2.8 11.8 21.0 8.7
2006-2009 8.4 12.7 28.7 11.2
average 5.6 12.2 24.8 8.4

Source: DBM

On the average, 90% of total PS spending of all SiGhe aggregate was funded from the NG
subsidy in 2003-2009T@ble 16. In contrast, SUCs tended to rely less on the Su@sidy in
funding their MOOEs and COs. In particular, onlyd#4f their COs and only 41% of their
MOOEs were funded from the NG subsidy during theogle

Moreover, the share of SUCs spending funded froenNf® subsidy contracted between 2003
and 2009 for all economic spending categories. iSpaity, the decline in the share of NG
subsidy in total SUCs spending is most pronouncedMOOE (Table 16). Up to 2007, the
decline in the share of NG subsidy to total SUGmngng is slightly larger for CO than for PS
spending.

Table 16. Proportion of SUCs expenditures fundedyoNG
subsidy (in percent)

| PS | MOOE | cO | TOTAL
2003 93.2 53.8 40.3 83.1
2006 91.2 44.3 40.7 74.8
2007 90.9 41.2 33.4 74.8
2008 89.0 38.0 38.2 74.0
2009 88.4 34.6 54.7 71.8
average 90.4 40.9 43.7 75.1

Source: DBM
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These movements may be explained by the fact teagriowth in SUCs spending on the MOOE
(for the entire period 2003-2009) and CO (up to 7J0that is funded from their internally
generated income is higher than that which is fdrfdem the NG subsidyT@ble 17 andTable

18). In contrast, the disparity in these two growses is not as marked in the case of PS
spending.

Although the growth in total SUCs spending in tlggragate is thrice as fast in 2006-2009
compared to 2003-2009 &ble 15, the difference in the growth of per student SW4gending
between the two sub-periods pronounced in nomerahg was more pronouncedaple 19.
This movement may be attributed to the relativalstér growth in SUCs enrollment in 2006-
2009 relative to 2003-2006Table 19also shows that per student SUCs spending in pi68s
posted some contraction in 2006-2009.

On the other handable 20presents the breakdown of SUCs’ spending by fandti 2009 It
indicates that SUCs in the aggregate allocatedtitie (62%) of their spending on instruction.
However, the share of general administrative sesvappears to be on the high side at 30%. It is
also surprising that the budget share of auxilseywices (including management of IGPS) is
about thrice that of research and extension corabine

Table 17. Uses of NG Subsidy

| pPs | MoOOE| co | Total PS | MOOE | co | Total
Levels (in million pesos) Distribution (%)
2003 14,547 2,120 408 17,074 85.2 12.4 2.4 100.0
2006 15,447 2,440 730 18,6171 83.0 13.1 3.9 100.0
2007 16,155 2,545 645 19,344 83.5 13.2 3.3 100.0
2008 17,430 2,784 963 21,176 82.3 13.1 4.5 100.0
2009 19,104 2,729 2,093 23,929 79.8 114 8.7 100.0
average 82.6 12.6 4.8 100(0
Growth rate (%)
2003-2006 2.0 4.8 21.4 49
2006-2009 7.3 3.8 42.0 q.7
average 4.6 4.3 313 3.8
Source: DBM
Table 18. Uses of Internally Generated SUCs Income
| PS | MOOE ] cO | Total PS | MOOE | co | Total
Levels (in million pesos) Distribution (%)
2003 1,057 1,819 605 3,481 30.4 52.3 17.4 100.0
2006 1,498 3,062 1,063 5,624 26.6 54.5 18.9 100.0
2007 1,617 3,630 1,284 6,531 24.8 55.6 19.7 100.0
2008 2,163 4,533 1,555 8,252 26.2 54.9 18.8 100.0
2009 2,496 5,150 1,732 9,377 26.6 54.9 18.5 100.0
average 26.9 54.4 18.7 100]0
Growth rate (%)
2003-2006 12.3 19.0 20.7 17.3
2006-2009 18.5 18.9 17.7 11.6
average 15.4 18.9 19.2 18.0

Source: DBM

2 This table makes use of data for 70 SUCs whicte mamnplete data based on their submission to CHED.
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Table 19. Per student SUCs expenditures, by econamiategory of spending

in nominal prices in 2000 prices
PS | MOOE | co | Total PS | MOOE | co | Total
Levels (in pesos) Distribution (%)
2003 21,190 5,349 1,376 27,914 18,441 4,655 1,197 24,293
2006 24,488 7,952 2,592 35,033 17,947 5,828 1,900 25,675
2007 24,213 8,413 2,628 35,254 17,239 5,990 1,871 25,100
2008 24,248 9,055 3,116 36,420 16,069 6,001 2,065 24,135
2009 24,430 8,912 4,326 37,668 15,791 5,760 2,796 24,347
average 17,097 5,647 1,966 24,710
Growth rate (%)
2003-2006 4.9 14.1 235 1.9 -0.9 7.8 16.6
2006-2009 -0.1 3.9 18.6 34 -4.2 -0.4 13.8
average 2.4 8.9 21.0 8.1 -2.6 3.6 15.2

Source of basic data: DBM and CHED

4.3.

Contrary to conventional wisdom that SUCs are cstshpped, closer scrutiny of the data
indicates that the SUCs sector posted substansiedlfsurpluses in 2006-2009. During that
period, total internally generated income of allGGUin the aggregate exceeded their total

Table 20. Distribution of SUCs
expenditures, by function, 2009

| Percent share
GAS 30.2
Auxiliary 6.0
Education 61.5
Research 1.3
Extension 1.0
Total 100.0

Note: based on data from 70 SUCs
Source of basic data: CHED MIS

Fiscal Surplus in SUCs

1.9

+1.8

0.0

expenditures that are funded from said source B P8 billion per year on the averadalfle

21). In like manner, total expenditures funded by B@bsidies of all SUCs in the aggregate
exceeded their total receipts from this source Iy B.1 billion per year on the average. On the

other hand,Table 22 shows that the average fiscal surplus of smadlesi8UCs from their

internally generated income in 2009 was PhP 3 onijlwhile that of medium-sized SUCs was

PhP 8 million and that of large-sized SUCs was Phiillion.
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Table 21. Overall fiscal surplus of all SUCs in agggate, (in

million pesos) a/

Internally

NG subsidy . Total
generated income
2003 832 422 1,254
2006 240 1,001 1,241
2007 1,028 1,464 2,49p
2008 1,593 1,398 2,991
2009 1,437 1,394 2,83L
as percent of total receipts
2003 4.6 10.8 5.7
2006 1.3 15.1 4.9
2007 5.0 18.3 8.8
2008 7.0 14.5 9.p
2009 5.7 12.9 7.8

a/ overall fiscal surplus = current year's recelgss current year's total

expenditures

Source of basic data: DBM

Table 22. Average SUCs surplus by funding sourceytsize of SUCs

2009 2003
Total Internallyj NG Total Internall NG
receipts| generatdd subsidy receipts generated subsidy
income income
Levels (in million pesos)
Small 7 3 4 11 1 10
Medium 10 8 1 6 3 3
Large 61 27 34 18 7 11
All 26 13 13 12 4 8

Note: small SUCs are those with enroliment of 4,60@ss; medium size SUCs are
those with enrollment equal to or greater than0@ bBut less than 8,000 and large SUCs
are those with enrollment equal to or greater 8,800

Source: DBM

5. REVIEW OF NORMATIVE FUNDING FORMULA

With the issuance of DBM-CHED Joint Circular No.s2,2004, the Department of Budget and
Management (DBM) and the Commission on Higher Etloeg CHED) applied the normative
funding formula in allocating funds for the Maintate and Other Operating Expenditures
(MOOE) of individual SUCs from the General Appr@tions Act (GAA) starting with the 2005
budget. Normative funding refers to the applicatid a set of prescribed objective criteria and
norms that are designed to promote and reward tguiastruction, research and extension
services as well as financial prudence and fiseapaonsibility. In particular, the adoption of
normative funding was meant to harmonize the coaffeings of SUCs with national thrusts
and priorities and to encourage SUCs to adopt rexsivery measures, practice fiscal prudence
and maximize resources (DBM-CHED Joint Circular 120.s. 2004). The criteria used in the
normative financing formula includes (i) the fullhe equivalent enrollment in each program
level and discipline, (ii) the number of graduateseach program level and discipline, (iii)
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measures of the SUCs’ capability to undertake rebeaiv) measures of SUCs’' research
outputs, (v) measures of SUCS’ inputs to extensenvices, (vi) measures of SUCs’ extension
services outputs, (vii) measures of quality of bkéag personnel, (viii) measures of quality of
SUCs’ graduates as proxied by their performande@nsure examinations, and (ix) number of
the SUCs’ colleges/ departments which are recogna® Centers of Excellence (COEs) or
Centers of Developments (CODs).

This study evaluates the impact of the existingmmadive funding formula by assessing its
success in achieving its avowed objectives aswgeindhe DBM-CHED Joint Circular No. 2, s.

2004. At this point, the assessment will focus bre¢ major indicators: (i) shift in the

distribution of SUCs enrollment and graduates acdisciplines, (ii) improvement in the quality
of instruction as proxied in the passing rate i@ thcensure Examination for Teachers (LET),
and (iii) increase in SUCs internally generatedine.

The analysis below suggests that the impact ofitidementation of the normative funding
formula to date has been very limited. This mayatigbuted to a number of factors. First, as
planned, the application of the normative fundingrfula (NFF) is gradual. In particular, the
NFF was applied to 25% of the aggregate MOOE dlioean 2005, 50% in 2006 and 2007,
75% in 2008 and 100% from 2009 onwards. SecondCHED decided to put a cap on the year-
on-year changes in the MOOE allocation of individ@JCs that resulted from straight
application of the NFF in order to soften the NIRBticed adjustments that SUCs have to deal in
any one year. For instance, the caps were set(f-2008 such that the final MOOE allocation
to individual SUCs in any given year will not degse by more than 10% or increase by more
than 20% relative to the previous year’s levidlfle 23. In other words, the reward on desirable
behavior (and conversely, the penalty on undesrdig@havior) arising from the NFF was
diminished as a result of the caps. As a corolldrg,caps effectively reduced the proportion of
the aggregate SUCs MOOE that was subjected to tRE. N'hird, the personal services
component of NG subsidy to SUCs, which accounts8fgfo of total NG subsidy as against
MOOE'’s 13% share in 2003-2009) has yet to be stdgeio NFF.

Table 23. Propartion of SUCs MOOE and total budgesubjected to normative funding formula (NFF)

Particular 2005 2006 2007 2008 2009 2010
(in'million pesos)
Total SUC Budget 15,712 16,667 17815 19,638 22,829 22,402
Total MOOE 2242 2242 2,247 2,855 3,619 3,904
Less: SUCs exempted from the application of
NFF: UP System & PMMA 642 642 647 648 658 1,396
NET MOOE 1,600 1,600 1,600 2,207 2,91 2,508
MOOE subjected to NF 400 800 800 1,655 2,91 2,508
Percentage of MOOE subjected to NF 5% 0% b0% 75% 00% 000%
Percentage of Total SUC budget subjected to NF P.6% 804 4.5 8.4% 13.0% 1.2
Capping no > 10% Qecrease no > 10% .decrea g no> 10%ldecrjase> 10% Qecrease no > 10% .decrea e .
no>20%increase | no>20%increas¢  no>20% incredse > 20% increase | no > 10%increase  no > 10% incredse

Source: CHED
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5.1. Changes in Distribution of SUCs Enroliment andsraduates Across Disciplines

In allocating MOOE funds to SUCs, the CHED normatfunding formula applies priority
weights for each program level and discipline tbh-titne equivalent enrollment in addition to
cost weights. The cost weight is basically an intket indicates how much more expensive it is
to offer each program/ discipline relative to th® Bducation program. For instance, if a specific
program has a cost weight of 1.5, it means thak gagram is 50% more costly to provide than
the BS Education program.

On the other hand, priority weights reflect theatieke importance of various programs/

disciplines in promoting national development objexs. Under the formula, undergraduate
enroliment in the following disciplines is assignadpriority weight of 1.25: natural science

mathematics, engineering, IT-related disciplinesid aagriculture. These disciplines are

considered high-priority disciplines because they assigned the highest priority weights. In
contrast, undergraduate enrollment in the followdliggiplines is assigned a priority weight of

0.75: business administration and related disaglifraw and jurisprudence, and medical and
allied sciences. These disciplines may be congidkne-priority disciplines because they are

assigned the lowest priority weights. On the othand, undergraduate enrollment in the
remaining disciplines is assigned a priority weighft 1. Thus, these disciplines may be
considered as medium priority disciplines. In addit enrollment in MS and PhD programs

generally assigned weights that are higher tharohesponding undergraduate priority weights
by 0.25 and 0.5, respectively.

Table 24 and Table 25 present the evolution of the distribution of SU@sroliment and
graduates across disciplines. They document howsSéiollment and graduates in high and
medium priority disciplines have been losing grouimd relative terms even after the
implementation of the normative funding formular@tative terms.

Table 24 shows that the proportion of high priority disangs in total SUCs enrollment in the
aggregate contracted from 27% in 2003 to 16% irD20he only field of study among the high
priority disciplines that succeeded in bucking ttrisnd is the IT-related disciplines. In like
manner, the share of medium priority disciplinesatal SUCs enrollment dropped from 41% to
36% during the period.

In contrast, the share of low priority disciplinestotal SUCs enrollment increased from 20% to
25%, largely on account of the increasing sharetatal SUCs enrollment of business
administration and related disciplines. The shifthe composition of SUCs graduates across
disciplines in 2002-2009 tells basically the samoeys(Table 25.

5.2.  Quality of Instruction
The passing rate (or the ratio of the number os@asto the number of individuals taking a
given licensure examination) is generally consideee good indicator of the quality of

instruction provided by HEIs. At present, the Pssfenal Regulatory Commission (PRC)
administers written licensure examinations in €00 of study (Tan 2011).
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Table 24. Distribution of SUCs Enrollment, by Disgline, 2000-2009

Discipline Group 2003/04] 2006/07] 2007/08 2008/d9  2009/L0 2010/1

GENERAL 2.2 1.8 1.2 0.3 0.8 0.4
EDUCATION SCIENCE AND TEACHER TRAIN 25.0 21.2 20.7 19.5 19.3 20.0
FINE AND APPLIED ARTS 0.7 0.6 0.6 0.5 0.5 0.5
HUMANITIES 1.3 1.2 1.3 1.3 1.3 1.3
RELIGION AND THEOLOGY 0.0 0.0 0.0 0.0 0.0 0.0
SOCIAL AND BEHAVIORAL SCIENCES 3.5 2.9 3.3 3.2 2.9 3.0
BUSINESS ADMINISTRATION AND RELATEQ
DISCIPLINES a 15.0 18.3 19.7 20.2 21.3 21.4
LAW AND JURISPRUDENCE a/ 0.9 0.3 0.3 0.4 0.3 0.3
NATURAL SCIENCE b/ 2.0 2.0 1.9 1.8 1.7 1.6
MATHEMATICS b/ 1.7 1.2 1.5 1.3 1.0 1.0
MEDICAL AND ALLIED SCIENCES a/ 3.6 5.1 5.4 5.5 4.8 3.7
TRADE, CRAFT AND INDUSTRIAL 1.3 1.0 0.8 0.5 0.4 0.4
ENGINEERING b/ 20.6 21.0 20.4 21.2 20.4 19.6
ARCHITECTURAL AND TOWN-PLANNING 1.6 1.0 0.9 0.8 0.8 0.9
AGRICULTURAL, FORESTRY, AND FISHERIH 8.6 6.8 5.8 6.0 5.5 5.3
HOME ECONOMICS 0.7 0.7 0.6 0.5 0.5 0.4
SERVICE TRADES 0.6 0.7 0.7 0.8 0.8 0.8
MASS COMMUNICATION AND DOCUMENTA 1.1 1.1 1.1 1.2 1.1 1.1
OTHER DISCIPLINES 2.1 2.7 2.9 3.6 3.6 5.3
IT-RELATED b/ 6.3 9.4 9.7 10.5 12.0 11.6
MARITIME 1.1 1.0 1.0 0.9 1.0 1.4
HIGH PRIORITY DISCIPLINES 26.6 21.6 19.9 19.8 16.8 15.9
MEDIUM PRIORITY DISCIPLINES 41.2 36.0 35.2 33.1 32.9 35.5
LOW-PRIORITY DISCIPLINES 19.5 23.7 25.4 26.1 26.5 25.4

Total 100.0 100.0 100.0 100.0 100.0 100.9
a/ low-priority discipline
b/ high-priority discipline
Source of basic data: CHED MIS
Table 25. Distribution of SUCs Graduates, by Discipilie, 2000-2009

Discipline Group 2002/03] 2005/06 2006/0f 2007/d8 2008/p9 200910

GENERAL 0.8 0.9 1.0 0.4 0.5 0.3
EDUCATION SCIENCE AND TEACHER TRAIN 27.8 24.2 23.9 22.5 20.1 18.2
FINE AND APPLIED ARTS 0.5 0.7 0.7 0.6 0.5 0.6
HUMANITIES 1.2 1.5 1.3 1.0 1.6 1.2
RELIGION AND THEOLOGY 0.0 0.0 0.0 0.0 0.0 0.0
SOCIAL AND BEHAVIORAL SCIENCES 3.7 3.1 2.9 3.1 3.3 3.0
BUSINESS ADMINISTRATION AND RELATED
DISCIPLINES a 14.7 16.0 17.9 17.9 20.1 21.6
LAW AND JURISPRUDENCE a/ 0.7 0.3 0.3 0.2 0.2 0.2
NATURAL SCIENCE b/ 1.8 1.8 1.7 1.7 1.8 1.6
MATHEMATICS b/ 1.2 1.1 1.4 1.2 1.1 1.1
MEDICAL AND ALLIED SCIENCES a/ 4.0 5.8 6.6 7.5 7.2 6.6
TRADE, CRAFT AND INDUSTRIAL 1.8 1.1 0.9 0.6 0.4 0.5
ENGINEERING b/ 21.3 21.5 20.2 21.2 20.5 20.4
ARCHITECTURAL AND TOWN-PLANNING 1.1 0.8 0.7 0.6 0.6 0.6
AGRICULTURAL, FORESTRY, AND FISHERIH 8.8 9.0 8.1 6.4 6.3 5.6
HOME ECONOMICS 0.8 0.8 0.6 0.6 0.5 0.6
SERVICE TRADES 0.5 0.4 0.4 0.5 0.4 0.6
MASS COMMUNICATION AND DOCUMENTA 1.2 1.0 1.1 1.1 1.1 1.1
OTHER DISCIPLINES 2.4 1.8 2.1 2.6 2.7 4.7
IT-RELATED b/ 4.6 7.4 7.4 9.3 10.4 10.7
MARITIME 1.0 0.8 0.8 0.9 0.8 1.0
HIGH PRIORITY DISCIPLINES 28.5 26.1 24.0 21.3 19.2 17.9
MEDIUM PRIORITY DISCIPLINES 42.9 37.1 36.5 34.6 32.5 324
LOW-PRIORITY DISCIPLINES 19.5 22.1 24.8 25.6 27.5 28.4

Total 100.0 100.0 100.0 100.0 100.0 100.p

a/ low-priority discipline
b/ high-priority discipline
Source of basic data: CHED MIS
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In this study, we tracked the passing rate of erass coming from SUCs in the Licensure
Examinations for Teachers (LET) for the elementang secondary level. The data shows that
the advantage of the SUCs over other HEIs in tamehtary LET appears to have been eroded
over time as indicated by the declining SUCs passitte-to-national passing rate ratio. On the
other hand, SUCs have persistently underperforntieer ¢HEIs in 2004-2009 in the secondary
LET. Although the movement in the passing ratehe LET for both the elementary and
secondary levels of all SUCs combined is errati2d@4-2009, the decline in the passing rate for
both examinations in 2009 is quite significantnir86% in 2008 to 29% in 2009 for elementary
LET and from 32% to 27% in secondary LEMaple 26).

Table 26. LET Passing Rate for All SUCs in the Aggrgate

2004 2005 2006
Pass %| NatlPassPo Passpo NatlPags % Paps % NatdPas
Elementary 35.62 26.95 35.34 27.55 37.21 29.2
Secondary 26.40 27.15 25.22 25.93 32.00 32.46
2007 2008 2009
Pass %| NatlPassPo Passpo NatlPags % Paps % Nat¥dPas
Elementary 35.08 27.55 36.22 29.52 29.17 23.92
Secondary 28.23 29.12 32.31 33.12 26.83 26.84
Ratio of SUCs' passing rate to National Passing rat
| 2004 200% 2006 2047 20p8 2009
Elementary 1.32 1.28 1.27 1.27 1.23 1.01
Secondary 0.97 0.97 0.99 0.97 0.98 1.00

Source of basic data: CHED MIS

The national averages mask disparities across S@scloser scrutiny of the data indicates
some bright spotSlable 27 shows that the number of SUCs with zero passitesiia the LET
has been reduced between 2004 and 2009. It alsesstiat 42% of SUCs posted some
improvement in their elementary LET passing ratevben 2004 and 2009. The comparative
figure for the secondary LET is 67%. In like manrsome 64% of all SUCs registered some
improvement in their overall passing rate (i.e.sgdag rate taking all licensure examinations
combined).

Table 27. Additional metrics for LET passing rate

2009 2004
Elem | Sec Elem | Sec

Mean 29.1 26.8 35.6 264
St. dev. 17.7 15.2 22.6 15|0
Coef. of var. 0.6 0.6 0.6 0.p
Max 100.0 95.5 100.0 o717
Min (0] [0} [0} d
# of SUCs with

zero pass rate 5 2 11 K
SUCs showing improvement in 2009 over 2004
Number 42 72
% of total 42.0 66.7

Source of basic data: CHED MIS
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5.3. Increasing Reliance on Internally Generated loome

The application of the normative funding formulaahne policy allowing SUCs to retain and use
their income has clearly resulted in the SUCs’ gmeeeliance on internally generated income.
This point has already been discussed at somehlem@ub-section 4.1and summarized once
again with a slightly different perspectiveTiable 28below.

While SUCs of all sizes increasingly became lespeddent on NG subsidies after the
implementation of the NFF, the smaller-sized SUCs.,( SUCs with relatively smaller
enroliment) have shown a greater propensity toes®e internally generated income on a per
student basis as indicated by the growth in theernally generated income between 2003 and
2009. To wit, the internally generated income peident of small-sized and medium-sized
SUCs grew by 21% and 20% yearly on the averagenguhe period while that of large-sized
SUCs increased by 12%4dble 28.

Table 28. Per student SUCs receipts by funding soce, by size of SUCs

2009 2003
Total Internally NG Total Internally| NG
receipts generate subsidy receip{s generated subsidy
income income

Levels (in pesos)
Small 43,843 10,677 33,166 30,393 3,373 27,020
Medium 39,931 11,293 28,638 25,326 3,767 21,559
Large 40,895 12,781 28,114 31,383 6,324 25,059
All 40,974 12,211 28,764 29,647 5,285 24,367

Percent distribution
Small 100.0 24.4 75.6 100.0 11.1 88.9
Medium 100.0 28.3 71.7 100.0 14.9 85.1
Large 100.0 31.3 68.7 100.0 20.2 79.8
All 100.0 29.8 70.2 100.0 17.8 82.2

Growth rate
Small 6.3 21.2 3.5
Medium 7.9 20.1 4.8
Large 4.5 12.4 1.9
All 5.5 15.0 2.8
“Note: small SUCs are those with enrollment of 4,6D(ESS; medium size SUCS are those !

enrollment equal to or greater than 4,500 buttless 8,000 and large SUCs are those with enrotimen
equal to or greater than 8,000

Nonetheless, large-sized SUCs continue to be lepemdlent on the support of the national
government than the smaller-sized SUCs. Thus,hiheesof internally generated income in total
SUCs receipts of large-sized SUCs expanded from 02003 to 31% in 2009 while that of
small-sized SUCs increased from 11% to 24% and ahabedium-sized SUCs went up from
15% 50 28%. Consequently, the gap in per studdstnally generated income of SUCs of
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different sizes has narrowed. In specific terms, pler student internally generated income of
large-sized SUCs was 87% higher than their smadlescounterparts in 2003. In comparison, the
per student internally generated income of largeesiSUCs was only 20% higher than that of
small-sized SUCs in 2009.

Put another way, large-sized SUCs continue to laaskght advantage in generating income on
their own on a per student basis than smaller-s&6@s. In contrast, small-sized SUCs get
significantly larger support from the national gowaent relative to their large-sized
counterparts. In particular, the per student NGsglybthat the average small-sized SUC receives
is 20% higher than that of the average large-s&d@ in 2009.

Understanding the drivers of SUCs’ internally geated incomeln order to better understand
what drives SUCs’ internally generated income wekénl at its different components and
regressed them against plausible explanatory Masgdike poverty incidence (as a proxy for
ability to pay of households in SUCs’ catchmentgrsize of SUCs, and enrollment size.

SUCs income from students

While per student SUCs receipts from tuition feeddund to be negatively associated with
poverty incidence in the SUCs’ geographical catahinaeea (as a proxy for ability to pay), said
relationship is not statistically significanTdble 29. The same is true of the relationship
between per student receipts from other incdroen students and per student total income
from students, on the one hand, and poverty incielean the other. These results suggest that
per student SUCs receipts from school fees is alatted with ability to pay of households.
Together with the low overall level of schools fetss finding tends to indicate some scope for
SUCs to increase tuition and other school fees.

It is interesting to note that size of SUCs appednrave a statistically significant impact on per
student income from tuition. Specifically, the do@énts of the dummy variable for large-sized
and medium-sized SUCs are positive and statisficsithnificant. However, no relationship
between size of SUCs and per student other incoone $tudents is apparent from the analysis.

SUCs income from IGPs

The explanatory variables for per student SUCsrnre@rom IGPs that were considered for this
study include: poverty incidence (as a proxy ofligbito pay of the households in the
geographical catchment area of the SUC), the dizbeo SUC landholdings (as a measure of
income creating asset base that is available toyn&nCs) and size of SUC in terms of
enroliment. Contrary to initial expectations, perdent total SUCs income from IGPs (as well as
both of its components) does not exhibit a noisteally significant relationship with the size of
their landholdings{able 30. This finding suggests that ownership of asget®t a sufficient
condition for the SUCs’ success in mobilizing inefrom IGPs takes more than ownership of
assets. It also indicates the need to build capatibusiness planning and management in the
SUCs leadership.
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Table 29. Coefficients of alternative explanatory &riables for per student SUCs income from stude nts
'p . R D2 =1; o enrollment constant
incidence Laroe SUCs Medium
9 SUCs
Per student income from tuition -15.72 1,251.90 959.57 4,152.12
-0.90 2.47 ** 1.95 * 7.46 *f
Per student income from tuition 1,380.55 916.11 39316
2.85 ** 1.87 * 11.40 ¥
Per student income from tuition -23.66 5,036.74
-1.43 11.22 ™
Per student income from tuition -17.03 0.03 4,661.15
-0.96 1.02 8.04 *
Per student other inc from students 1.79 732.27 29.17 2277.10
0.11 1.53 0.06 4.33 1
Per student other inc from students 717.64 34.12 2623
1.57 0.07 7.51
Per student other inc from students -7.66 2745.84
-0.50 6.61 *
Per student other inc from students -5.33 0.01 2613.72
-0.32 0.39 4.85 *
Per student total income from students -13.93 1984.17 988.75 6429.22
-0.54 2.66 ** 1.37 7.85 *4
Per student total income from students 2098.18 950.23 6070.18
2.95 ** 1.32 12.57 *}
Per student total income from students -31.32 7782.58
-1.28 11.78 **
Per student total income from students -22.36 0.04 7274.87
-0.85 0.94 8.52 **

Note: first number refers to coefficient, numbeloeit refers to t-statistic; ** indicates 1% leved significance.; * indicates 5% level of
significance

In like manner, the size of SUC enrollment is ratrfd to be a good explanatory variable for per
student SUC income from IGPs (and its componefts} is in sharp contrast to the case of per
student SUC income from students.

On the other hand, per student total SUCs incooma fGPs and per student SUCs income from
other sources (but not per student SUCs incomeuierto the revolving fund) were found to
have a negative and statistically significant relaghip with poverty incidenceTéble 30.
These results suggest that SUCs income from IGRsgsly dependent on the domestic demand
or size of the domestic market (as proxied in aatieg fashion by poverty incidence).
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Table 30. Coefficients of alternative explanatory riables for per student SUCs income from IGPs

overt size of Dummy var Dummy var
irﬁ)ci denZe landholdinas D2 =1, D1-1; enrollment constant
g Large SUCs  |Medium SUCs
per student inc accruing to revolving fund -16.276 1,429.683
-0.924 3.001 *
per student inc accruing to revolving fund -17.397 000 1,467.152
-0.975 -0.451 3.023 *
per student inc accruing to revolving fund -12.911 .00 0.019 1,211.614
-0.674 -0.469 0.656 1.944 *
per student inc accruing to revolving fund -27.309 -0.001 -336.838 634.595 1,614.008
-1.437 -0.337 -0.609 1.187 2.661
per student SUC income from other sources -56.379 2,765.556
-2.008 * 3.642 **
per student SUC income from other sources -59.035 -0.002 2,854.236
-2.077 * -0.671 3.693 **
per student SUC income from other sources -58.738 -0.002 0.001 2,837.353
21921 * -0.668 0.027 2.853 **
per student SUC income from other sources -64.559 -0.002 -626.357 -277.285 3,268.906
-2.110 * -0.592 -0.704 -0.322 3.347 *
per student total SUC f income from IGP: -72.655 4,195.238
2.111% 4,507 **
per student total SUC fincome from IGPs -76.432 -0.004 4,321.377
-2.195 * -0.779 4,565 **
per student total SUC f income from IGPs -71.649 -0.004 0.020 4,048.967
-1914 * -0.786 0.358 3.326
per student total SUC f income from IGPs -91.867 -0.003 -963.195 357.310 4,882.915
-2.462 ** -0.657 -0.887 0.340 4,099 **

Note: first number refers to coefficient, numbelobeit refers to t-statistic; ** indicates 1% leved significance.; * indicates 5% level of signdicce

6. EFFICIENCY AND QUALITY ISSUES

In this section, we explore some efficiency andliguassues in order to further inform the
discussion on future reforms in the SUCs sector.
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6.1. Cost Efficiency

An analysis of the major cost drivers of SUCs psmn of higher education indicates that there
are economies of scale in the SUC sector that edralmessed. Also, the multiplicity of program
offerings amongst SUCs is found to push SUCs’ pedent cost upwards. The number or the
proportion of faculty members who are MS/ PhD dedmnelders are likewise found to have a
significant influence on per student costs. Intast, the analysis also reveals that the number
of satellite campuses and the size of SUCs enralinre MS/ PhD programs are not good
determinants of per student costs.

In this study, the following possible determinawfs per student cost (or per student SUC
expenditure) were considered: total enrolimentdiernatively, BS/ AB enrollment and MS/
PhD enroliment), total number of faculty (or altatimely, number of faculty with BS/ AB
degree and number of faculty with MS/ PhD degraa)nber of program offerings, number of
satellite campuses, and dummies to represent sthe SUC® The descriptive statistics of these
variables are presentedTable 31

Table 31. Descriptive statistics for per student &1 and explanatory variables

Mean Standard minimum maximum
deviation value value
per student cost 36,007 28,084 11,884 218,287
total enrollment 8,150 8,463 369 56,674
BS/ AB enrollment 7,718 7,853 369 54,284
MS/ PhD enrollment 432 935 0 8,461
student-faculty ratio 23 12 8 107
total no. of faculty 372 425 18 3,494
faculty with BS/ AB 193 210 7 1,401
Faculty with MS/PhD 180 235 0 2,097
ratio fo faculty with MS/PhD 0.49 0.17 0.00 0]93
no. of programs 77 63 8 489
no. of satellite campuses 3 4 0 20

The analysis reveals a negative and statisticailyifccant relationship between per student cost,
on the one hand, and total number of higher edutatiudents (or alternatively, enrollment in
undergraduate prografi)son the other, suggesting economies of sceéle 32).

Dummy variables that represent the size of SUCsveemsidered as possible explanatory
variables of per student cost in lieu of the abso&nrollment size. Again, the analysis confirms
the existence of economies of scale as indicatethbynegative and statistically significant
coefficients for the two dummy variables represgntnedium-sized and large-sized SUCs.

% For purposes of this exercise, SUCs are classifiesimall (those with enroliment of 4,500 or les®dium (those
with enrollment with enroliment between 4,500 an@08) and large (those with enrollment greater $,800).

* Enrollment in MS/ PhD programs is not found to éavstatistically significant relationship with mudent cost,
perhaps because of the relatively small numbenflenent in graduate programsable 32).
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Table 32. Coefficients of alternative explanatory ariables for SUC per student cost function

@) ) ®3) 4) (5) (6) ()

total no. of students -2.41 -2.69 -2.63 -2.36
-3.81 ** -4.60 ** -4, 57 ** -4.10 **
BS/ AB enrollment -2.37 -2.36
-3.82 ** -4,06 **
MS/ PhD enrollment -1.95 -1.99
-0.32 -0.34
total no. of faculty 43.15 44.92 46.74
3.22 ** 3.37 ** 3.56 **
BS/ AB faculty -10.75 -10.48 -10.69 -22.11
-0.43 -0.44 -0.45 -1.00
MS/ PhD faculty 93.36 93.18 94.64 43.34
2.89 ** 2.93 ** 4,34 ** 1.95*

Student-faculty ratio

MS/ PHD faculty ratio 93.36 29318.61
-0.32 2.07 **
No. of programs 168.74 170.47 119.76 120.08 150.66 120.47 209.18
2.67 ** 2.70 ** 184+ 1.87 * 2.39 ** 1.89 * 3.00**
No. of satellite campuses -808.39 29.55
-1.14 0.04
Dummy 1; medium SUC=1 -12793.50
-2.12*
Dummy 2; large SUC=1 -33621.96
-4.20 **
constant 29370.89 28058.15 31092.27 31110.71 14004.72 408D 31347.46
7.22 ** 7.18 ** 7.50 ** 7.60 ** 1.79 * 7.92 ** 7.21**
R-squared 0.28 0.27 0.33 0.33 0.30 0.33 0.34

Note: first number refers to coefficient, numbelobeit refers to t-statistic; ** indicates 1% leved significance.; * indicates 5% level of
significance

Contrary to initial expectations, the number ofeiaé campuses is not found to be a good
explanatory variable for per student cost. In corabon with the results with respect to
enrollment and SUC size, this finding supportsscidt the consolidation/ merger of some SUCSs.
The analysis also confirma priori expectations that too many program offerings témd
increase the cost of SUC operations on a per stumesis. Note the positive coefficient and the
statistically significant coefficient for this vable Table 32.

Finally, given their higher pay, it is not surpngithat the number of faculty with MS/ PhD
degrees have a positive impact on per student Elmstever, the results of the drivers of the
quality of education that is discussed in the folltg sub-section suggest that this is money that
is well spent.

6.2.  Quality of Education
An analysis of the determinants of the quality dfieation provided by SUCs (as proxied by the
LET passing rate) reveals that the number of fgonlth MS/ PhD degrees and the number of

Centers of Developments (CODs) both have positivé statistically significant relationship
with the LET passing rateT@ble 33. Surprisingly, per student cost is not found tvé
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statistically significant influence on the LET piagsrate. This result suggests that there is some
scope for reducing per student cost without necigsaffecting the quality of education
provided by SUCs. Related to this, recall the yahigh share of SUCs spending on general
administrative services that is documentedaile 20.

Table 33. Coefficients of alternative explanatory ariables for LET passing rate

@) 2 3) 4
faculty with BS/ AB 0.008 0.005
0.761 0.440
faculty with MS/ PhD 0.007 0.018 0.015 0.016
0.503 1.661 * 1.755 1.789 *
no. of COD 4.220 5.418 4110 3.993
2.035 * 2.958 ** 1.991 * 1.947 *
no. of COE 1.369 1.075 1.313
1.093 0.904 1.160
per student cost 0.000 0.000
0.594 0.667
constant 20.587 20.809 20.696 22.090
7.532 ** 12.875 ** 7.599 ** 12.690 **
R squared 0.376 0.362 0.372 0.369

Note: first number refers to coefficient, numbeloleit refers to t-statistic; ** indicates 1%
level of significance.; * indicates 5% level of sificance

7. UTILIZATION OF THE HIGHER EDUCATION DEVELOPMENT  FUND

The HEDF is a fund earmarked exclusively for theersgthening of higher education in the
country. It consists of a seed capital of PhP 5@0om from the national government upon its
creation, the equivalent of 40% annual share intoke gross collections of the travel tax, the
equivalent 30% annual share of the collections ftben Professional Registration Fee, and the
equivalent 1% of the gross sales of the lotto dpmreof the Philippine Charity Sweepstakes
Office (PCSO). In turn, the HEDF is used for stud@mancial assistance/ scholarships, research
development, institutional development (includirgulty development), and support of COEs
and CODs in both the public and private sectors.

HEDF spending rose from an average of PhP 220amili year in 1995-2001 to PhP 430
million per year in 2002-2005 and PhP 742 million2006-2010 Table 34). Various student
assistance and scholarship programs capture tigedtighare in the HEDF. Their share in total
HEDF spending increased from 35% in 1995-2001 & 1® 2002-2005 before settling at 65%
in 2006-2010. In 2006-2010, faculty development ties second biggest share in the HEDF
(14%). In contrast, allocation to Centers of Elaete and Centers of Development (COEs/
CODs) was the second most important spending iterthe HEDF in 1995-2005. However,
spending on COEs/ CODs practically dried up to inil 2006-2010. This is unfortunate
considering that the COE/ COD program is envisiotesupport identified COEs/ CODs which
are supposed to serve as models of excellencesandrce centers for other HEIs.
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Table 34. Utilization of the HEDF (in million peso$

1995-2010 | 1995-2001| 2002-2009 2006-2010 2006 p007 008 9[200 201
Levels (in million pesos)
Scholarship 3,863 500 1,207 2,156 815 492 252 472 126
COE/COD 832 650 163 20 5 - - 15
Faculty Dev. 631 102 51 477 135 130 143 70 -
Research 404 52 93 260 74 55 19 86 26
Other Prog. 58 50 7
Kationalization of Frogram
Standards, and Guidelines 701 77 200 424 127 9 63 101 33
Total 6,490 1,431 1,722 3,337 1,156 776 477 729 20(
Percent distribution
Scholarship 59.5 35.0 70.1 64.6 70.5 63.4 52.7 64.8 62.9
COE/COD 12.8 454 95 0.6 0.4 0.0 0.0 0.0 1.7
Faculty Dev. 9.7 1.2 3.0 143 11.7 16.7 29.9 96 0.0
Research 6.2 3.6 54 78 6.4 7.1 41 117 13.0
Other Prog. 0.9 35 04 0.0 0.0 0.0 0.0 00 0.0
Rationalization of Programs,
Standards, and Guidelines 10.8 54 116 127 110 128 133 139 164
Total 100.0 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0

Source of basic data: CHED

On the other hand, spending on rationalizationrofmms, standards and guidelines accounted
for 13% of total HEDF spending in 2006-2010. Tharshof this spending item rose from 5% in
1995-2001 to 12% in 2002-2005. In comparison, thares of research in the HEDF is fairly

stable and low — 4% in 1995-2001, 5% in 2002-20@% &6 in 2006-2010.

Because of time and resource constraints, thisyggidot able to analyze in greater detail the
effectiveness of HEDF spending on various actisiti€his is an area that should be further
studied in the future. However, the discussion ab@garding the determinants of the passing
rate in licensure examinations suggests that tieeofisthe HEDF for faculty development is
money well spent.

Low utilization rate. The utilization rate of HEDF is lackluster. It deteated from 89% in 2007

to 31% in 2008. It then improved somewhat to 5792009 before falling to 16% in 2010.
CHED officials aver that said problem arise becans@y grantees/ awardees (e.g., COEs and
CODs) are not able to liquidate the financial supfiwat they receive from the HEDF in a timely
manner. In the future, efforts to streamline theualcrelease of financial assistance to grantees
and awardees should be undertaken, perhaps inatiext of strengthening the processes
leading to the selection and awarding of granteasdo possibly do away with the liquidation
process. Alternatively, the financial assistance ilba viewed as grants that are awarded on the
basis of well-defined criteria or conditions thaey have already complied with prior to the
award rather than conditional on the awardees icayigut specific activities after the award.
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Table 35. Actual earmarked income accruing to vs agal utilization of HEDF

| 2007 | 2008 | 2009 | 2010 | 2007-2010
(in millions)
Collections a/ 871 1,565 1,290 1,290 5,016
Utilization b/ 776 477 729 200 2,182
Balance 95 1,088 561 1,090 2,834
Utilization rate (%) 89.1 30.5 56.5 15.5 4B.5

a/ from BESF
b/ from CHED

Public-private subdivisionSome sectors have raised the concern that HEB#ds is skewed
in favor of private HEIs. However, closer scrutioy the data reveals that HEDF spending
(outside of the portion spent on scholarship andlesit assistance) is almost evenly divided
between the public and private sectors, with thenéy have a slight edgd gble 36. While
about 59% of faculty development disbursements waraccount of the private sector, 72% of
HEDF spending on research went to the public sect®006-2010.

HEDF support for private HEIs is not a bad ideer se The downward trend in the HEI
enrolliment in private HEIs that is evidentTiable 1is a cause of concern. It highlights the need
for national government support to private HEIswdwger, the effectiveness of current HEDF
activities in providing the support needed by pevHEIs is another matter.

Scholarships and student financial assistandghe CHED administers three types of student
financial assistance programs (STUFAPS) for podrdaserving students: scholarships, grants-
in-aid and student loan program (the Study Now Pater Plan). The scholarship program is
composed of the Full Scholarship Program and thé $tanolarship Program. In turn, the Full
Scholarship Program includes the State ScholarBhagram (SSP), the National Scholarship
Program and the Bright Mindanaoan Muslims ProgtanMeanwhile, the Half Scholarship
Program includes the Private Education Student riéiah Assistance Program (PESFA),
Scholarship for Persons with Disability (PWD), ahd Regional Scholarship Program.

On the other hand, the grants-in-aid (GIA) prograatudes the Tulong Dunong Program, DND-

CHED-PASUC Scholarship Program, OPPAP-CHED StudinGProgram for Rebel Returnees,

CHED Special Study Grant Program for Congressi@istricts, and CHED Senate Study Grant
Program. In turn, the Tulong Dunong Program hasfélowing components: Study Grant for

Indigenous and Ethnic Peoples (SGP-IEPshd Study Grant for Solo Parents and their
Dependents.

® The Bright Mindanaoan Muslims Program is availabl¢he cream of Filipino Muslim students of Mindanwho
intend to pursue college education in the fields Agfriculture, Social Sciences, Agribusiness, Saerand
Technology, Engineering and Teacher Education majbathematics, Science or Languages.

® The PESFA was established under Republic Act §G28STPE Law) and is intended for poor but acadeltyica
bright students.

" SGP-IEPs combined the former National Integratudy Grant and the former Selected Ethnic GroupcBtion
Assistance (SEGEAP).
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Table 36. Share of public and private HEIS in HEDFa/

| 1995-2010[ 1995-2001] 2002-2005 20062010 2006 | 2007 | 2008 | 2009 | 2010 | 1995-2010] 1995-2001] 2002-2005 2006-20{0 2006 | 2007 | 2008 | 2009 [ 2010
Levels (in million pesos)
PUBLIC HEIs Share of Public HEIs (%)
COE/COD 404.5 3139 80.7 99 45 00 0.0 0.0 54 48.6 483 494 501 100.0 b5
Faculty Dev. 280.9 95.2 153 1704 211 75.1 39.1 29.1 00 949 929 310 414 3L7 59.1 30.3 418
Research 130.0 00 145 1155 409 300 8.0 24.6 120 7.1 0100 718 839 A 62.4 61.3 58.2
(Other Prog. 12 10 02 00 132 127 158
Rationalization of Program
Standards, and Guidelines 64.8 00 w7 471 10.7 193 78 9.3 0.0 732 100.0 66.5 514 479 643 593
Grand Total 8814 410.2 1284 3429 832 1244 548 630 5|17, 528 540 522 518 529 65.5 356 50.2 8.5
PRIVATE HEIs Share of Private HEIS (%)
COE/COD 428.2 336.7 825 99 0.0 00 0.0 0.0 99 514 517 506 499 00 64.5
Faculty Dev. 282.0 73 34.0 240.7 58.2 519 90.1 40.6 0.0 15. 71 69.0 58.6 68.3 409 69.7 58.2
Research 453 00 0.0 453 8 86 48 155 86 259 00 282 116 223 316 387 418
Other Prog. 8.0 6.9 12 00 86.8 873 84.2
Rationalization of Programs,
Standards, and Guidelines 27 00 0.0 27 8.0 50 43 6.4 0 2.8 0.0 335 426 206 73 407
Grand Total 781.3 349.9 1178 319.6 74.0 65.5 99.2 62.5 185 472 46.0 478 482 471 34.5 64.4 49.8 15
ALL HEIS
COE/COD 832.7 649.7 1632 198 45 0.0 00 0.0 15.3
Faculty Dev. 562.9 1025 493 4111 853 1210 1292 696 0 0.
Research 175.3 00 145 160.8 8.7 38.6 12.7 401 2.7
Other Prog. 9.3 79 14 0.0
Rationalization of Program
Standards, and Guidelines 885 00 17 0.7 187 243 121 157 0.0
Grand Total 1668.7 760.0 246.2 662.5 1572 189.9 1540 5125 36

al No breakdown of the amount spent on scholaistapailable.
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To qualify for the scholarship, grants-in-aid artddent loan programs, the applicant must
satisfy the following requirement:

» Must be a Filipino of good moral character;

* Must be a high school graduate;

* Must be an entering freshman and/ or college studeamy curriculum year level;

* Must not be more than 30 years of age at the tifme application except in the case of
CHED-OPPAPP-SGPRR;

* Must have at least 80% general weighted averageAY3d&sed on the Form 138 and a
general scholastic aptitude (GSA) of the Nationareg@r Assessment Examination
(NCAE) as follows:

- Atleast 90% - full merit scholarship;
- 85%-89% - half merit scholarship
- 80%-84% - grants-in-aid and student loan program

* Combined annual gross income of parents/ guardiant exceed PhP 300,000;

* Must not have availed of any government scholarshigrant; and

* For student borrower:

- Must enter into a loan agreement with the CHED Beai Office; and
- Must have a co-borrower who is a member of SSS/@st®od standing (i.e. at
least paying contribution for 6 months in the [B2tmonths).

Full scholars receive financial assistance equ&tB 15,000 per semester while half scholars
get PhP 7,500 per semester. On the other handcergtudrho qualify under the Study Now Pay
Later are entitled to borrow PhP 7,500 per semester

Creditably, the total number of beneficiaries of EIbtadministered student financial assistance
programs almost doubled between 2001 and 2088BI¢ 37). However, the number of grantees
tended to fluctuate erratically during the peridébr instance, the number of STUFAPs
beneficiaries fell by 27% in 2010 after increasihgy 79% and 5% in 2008 and 2009,
respectively.

The bulk of beneficiaries of CHED STUFAPs belongfe grants-in-aid prograniéble 39.
However, the percentage of STUFAP beneficiarieormghg to the grants-in-aid program
declined from 81% in 2008 to 72% in 2009 and 64%2010. In contrast, the percentage of
STUFAP beneficiaries granted merit scholarshipg fosm 17% in 2008 to 20% in 2009 and
27% in 2010.

Despite its rapid growth in 2008-2009, the totainter of STUFAP beneficiaries remains small
when reckoned relative to the total number of géBt student$. For instance, the total number
of STUFAP grantees is equivalent to 25% of thel tmsanber of poor HEI students in 2008, 26%
in 2009 and 18% in 2010. On the other hand, thed tmimber of grants-in-aid beneficiaries is
equivalent to 20% of total number of poor HEI studen 2008, 19% in 2009 and 12% in 2010.

8 The total number of poor HEI students is estimagdpplying the percentage of poor students atetiiary level
based on 2007 Annual Poverty Indicator Survey.
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Table 37. Total number of grantees of CHEL
scholarships and student financila assistance progms,

Academic No. of Financial benefits
Year grantees (PhP million)
2001-2002 39,621 428
2002-2003 41,604 432
2003-2004 57,866 606
2004-2005 47,004 495
2005-2006 47,863 481
2006-2007 49,016 500
2007-2008 40,692 441
2008-2009 72,775 604
2009-2010 76,619 7%1
2010-2011 56,095 847
Total 529,155 5,58

Source: OSS, CHED

Table 38. Number of beneficiaries in CHED studen
financial assistance programs

2008-2009 2009-2010 2010-2011

Scholarships 12,622 15,249 15,098
Grants-In-Aid 58,553 54,994 35,649

Student Loan 1,600 6,376 5,348
Total 72,775 76,619 56,095

Percent Distribution

Scholarships 17.3 19.9 26.9
Grants-In-Aid 80.5 71.8 63|16
Student Loan 2.2 8.3 9.5
Total 100.0 100.0 100{0

Source: CHED

STUFAPs are funded from two sources: the HEDF &edGeneral Appropriations Act (GAA).
The HEDF contributed 42% and 63% of the total CH&i2nding on STUFAPs in 2008 and
2009, respectivelyTable 39. However, funding of the STUFAPs is shifted te tBAA starting

in 2010. Thus, the HEDF share in total STUFAP spentell to 15% in 2010.

AssessmeniThe STUFAPs are highly fragmented. The scholarghogram and the grants-in-
aid program consist of numerous programs, many lithwhave low coverage individually.
However, there is current initiative to streamlihese programs.

The grants-in-aid programs are badly targeted.t,Firee household income cut-off for the
STUFAP grants-in-aid program at PhP 300,000 per igelaigh, roughly 3.5 times as high as the
poverty income threshold for 2009. Although measstdd, the GIA programs make use of the
income tax returns of the parents/ guardians ofgtlaatees. The income tax return may not be
the best means of verifying the income status dfebeiaries, given the degree of tax
compliance of non-wage earners. Because of theulifes involved in verifying family, the
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STUFAP should consider the use of a proxy meartsitethis regard, two examples it may wish
to consider are the Socialized Tuition and Findnéiasistance Program (STFAP) of the
University of the Philippines and the National Helbsld Targeting System for Poverty
Reduction of the DSWD.

When the University of the Philippines first implened the STFAP, it made use of a proxy
means test based on electricity consumption. Mecently, the proxy means test used by UP is
based on the general vicinity of the student'sdexste, among other variables. Likewise, the
National Household Targeting System for Poverty iRéidn (NHTS-PR) makes the use of a

proxy means test to identify poor families baseddata on certain family characteristics (like

size of family, age of children, employment stabfshousehold head, and basic amenities
available in the household) that are collected moasehold survey.

On the other hand, the benefit level provided té Gilantees at PhP 7,500 per year is just about
equal to the average school fee (tuition plus niiceous fee) in SUCs. Ideally, the benefit
should also cover the cost of living.

Finally, there might a need to revisit initiativesfund the STUFAPs from the GAA instead of
the HEDF, especially the reliance on PDAF of legmls and Congressional initiative. This
practice not only tends to make funding unpredietdiut also tends to make the selection of
beneficiaries vulnerable to political intervention.

Table 39. Source of funding of CHED spending
on STUFAPs (in million pesos)

| 2008 | 2009 | 2010

HEDF 252 472 126
GAA a/ 352 278 720
Total spending 604 751 8147
Percent distribution

HEDF 41.6 62.9 148
GAA a/ 58.4 37.1 852
Total spending 100.0 100.0 100.0

a/ derived as residual
Source: CHED

8. RECOMMENDATIONS

The following recommendations are drawn directhynirthe analysis in the foregoing sections.
Most of these recommendations are not new, sirpilaposals have been made other sectors as
well.

1. In the near term, this study recommends that thpicgion of the normative funding

formula be expanded to include not just the aliocator MOOE but also the allocation
for personal services of SUCs. The application e hormative funding formula to
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personal services may have to gradual but its implgation may be promoted by the
pooling of vacated permanent positions (as a reetiltnatural attrition) and the
reallocation of such positions to other SUCs. Ald® current practice of capping the
implied changes in the allocation under the NFFuhbe stopped.

In the near term, this study recommends the upglatinthe parameters used in the
normative funding formula. In doing so, the CHEDoskl explore the possibility of
being more selective in their choice of prioritpgrams.

This study recommends that SUCs be encouraged dogehsocialized tuition fees
following the example of the University of the Rpygines (UP) to further improve their
self reliance. UP has a six-tiered school fee sirec Bracket A students (i.e., those
whose family income is more than PhP 1 million ally) are required to pay full-cost
tuition fee (equal to PhP 1,500 per unit), and fuikcellaneous and laboratory fees.
Bracket B students (i.e., those whose family incaosneetween PhP 500,000 and PhP 1
million per year) are required to pay base tuifiem (equal to PhP 1,000 per unit) and full
miscellaneous and laboratory fees. On the othed,hBracket C students (i.e., those
whose families have annual income is between PHpORB and PhP 500,000) and
Bracket D students (i.e., those whose annual famdgme is between PhP 135,000 and
PhP 250,000) get 40% and 70% discount on baseriuitie, respectively, but are still
required to pay full miscellaneous and laboratagst However, Bracket E1 students
(i.e., those whose annual family income is betwBa® 80,000 and PhP 135,000) are
entitled to a 100% discount on tuition, miscellame@and laboratory fees while Bracket
E2 students (i.e., those annual family income i® BB,000 or less) are entitled to a
stipend of PhP 12,000 per semester in additionrée tuition, miscellaneous and
laboratory fees. In this regard, CHED should asSi$€Cs in developing a reliable proxy
means test that will help them better identify nesaidents.

This study recommends that a program to assist Ski@s management of their IGPs
be developed so as limit their dependence on NGidiels.

In the near term, this study recommends the reoludti the number of programs offered
by SUCs. The analysis conducted as part of thigdysteveals that the number of
programs is a major driver of per student SUC cost.

Given the diseconomies of scale that is evident @m8UCSs, this study support
proposals for the amalgamation of SUCs in the cdraé regional university systems.
Doing so might be made a little easier by the faat the number of satellite campuses is
not found to be an important determinant of pedsit SUC cost.

The analysis made in this study also supports ttgaresion of the CHED faculty

development program. Note that the PRC passingima&JCs is correlated with the
number of MS/ PhD faculty.
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10.

11.

12.

13.

14.

This study recommends the expansion of the STUFARs will not only improve
equity. It will also provide support to private HElespecially if the benefit level is
increased to more realistic levels.

There is also a need to improve the targeting systged in selecting beneficiaries of the
STUFAPs. The CHED should explore the use of the SHPR in targeting beneficiaries.

There is a need to revisit the move to rely morettme GAA (especially PDAF of
legislators and Congressional initiatives) ratiantthe HEDF in funding the STUFAPs..
This practice not only tends to make funding uraerind unstable but also tends to
make the selection of beneficiaries vulnerablediitipal intervention.

In the medium term, there is a need to increaseb#reefit level of the STUFAPS to
include cost of living. The low benefit level tentts discriminate against very poor
students who cannot afford the indirect cost @frating college.

In the medium term (after some expansion of the BARE is achieved), this study
recommends shifting of NG funding for HEIs from sigdies to SUCs toward direct
subsidies to students. This will help improve thability of private HEIs, increase
competition among HEIs (both public and privated amprove quality of HEIs all

around.

The foregoing recommendation (recommendation # I®wever, should not be
interpreted to mean that government has no rofsancing higher education outside of
providing financial assistance to needy studentss Btudy does recognize that while
graduates of higher education institutions do mdbre a significant portion of the
benefits of higher education schooling in the fahhigher income stream in the future,
higher education has a public good element thatessbenefits to society that go beyond
the income and employment gains accruing to indaidgraduates. In particular,
universities play an important role in driving irvabion that is so essential for a
economic development in a knowledge-driven worldstFcountries need a critical mass
of high-quality higher education graduates to campiaternationally (Barr 2009).
Second, research done in universities contributeshé creation, dissemination and
application of knowledge. Third, higheducation is said “to promote nation building
through its contributions to increased social calvestrust in social institutions,
democratic participation and open debate, and afgtien of diversity in gender,
ethnicity, religion, and social class” (World Ba2k02). For all these reasons, some
national government subsidy to higher education bejustified.

This study support moves to harmonize the progrderiogs of public and private HEIs
to level the playing field and minimize the migaatiof students to public HEIs.
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