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Summary

Higher education institutions present key social institutions ensuring the creation and transfer of
knowledge, intellectual capital, and innovations. This fact determines the significance of
universities in state regulation and allocating financial resources to the best of them is becoming
a crucial objective in many countries. Goals of the article is to study of the German Excellence
Initiative project. The study identifies the characteristics of the Excellence Initiative project. A
set of indicators of the project effectiveness is presented and the positive effects and problems
of the project are indicated. Directions for the development of the European Universities’
project financing system are proposed. Project financing allowed changing the organizational
structure of the German science system. However, it is necessary to continue the search for
various cooperation formats and the ways for the development of gifted researchers in the
scientific sphere, strengthen the universities’ prestige and infrastructure, and further improve the
project financing models. Institutional strategies are aimed at strengthening the positions of a
university overall allowing it to successfully compete with the leading participants in the
international scientific arena. An institutional strategy requires a university to develop a long-
term policy of consistent expansion and improvement of the quality of its research and
promotion of young scientists and researchers allowing to identify the existing strengths and set
priorities.

Keywords: Project Financing, Financial Resources, Higher Education Institution, University,
Germany.

Introduction

In the early 2000s, despite appearing in international rankings of the best universities,
German universities did not take high positions in them due to insufficient competitiveness.
Moreover, there was a significant disruption in the interaction between universities and research
institutes preventing synergy and benefits to universities (Grishina et al.: 2020; Mackey et al.:
2017). In 2005, the German federal government in association with the constituent entities of
the country launched the Academic Excellence Initiative project involving the allocation of
significant additional funding and awarding a prestigious title of “University of Excellence” to
successful universities. The goals of the project include:

1) improving academic studies;

2) increasing the popularity and the general level of German universities in the global
arena (Audretsch et al.: 2015);

3) stimulating competition in scientific research between universities;

4) promoting cooperation between universities, industrial partners, and society (Catania
et al.: 2019).

The basis of the project was formed by the idea of competition to identify the best
universities and develop them further (Klarl et al.: 2016). This approach was revolutionary and
differed from the ideal of equality and treating all universities in the same way that was
predominant at the time (Carbo-Valverde et al.: 2016). Although German universities were
gradually modernized through the formation of a new public management structure and
increased financing not contingent on results, the Academic Excellence Initiative introduced a
completely different level. The project changed the fundamental paradigm in the scientific and
educational policy of Germany — the preceding “equality paradigm” was outplaced by the
“differentiation paradigm” (Kosov et al.: 2018; Weigmann: 2015; Koschitchki, Patatoukas:
2014; Moller et al.: 2016).

Materials and Methods

The examined project implied financing in three areas: graduate school for young
researchers, “excellence clusters” — centers for the development of interdisciplinary and socially
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important research, and the “concepts of the future” (or institutional strategies) for promoting
high-quality research in German universities and increasing their international competitiveness.
To receive financing from the third program, a university had to have a history of previous
funding for at least one graduate school and one “excellence cluster” (Coshen, Dean: 2005;
Morozova et al.: 2020).

The goal of graduate schools was to activate the promotion of young scientists and
researchers and improve the level of their scientific studies. This goal was achieved by creating
a favorable research environment to train highly qualified doctoral students. Each graduate
school included various scientific directions solving innovative tasks and was led by leading
scientists in the area. Ensuring optimal conditions for obtaining a doctoral degree, a graduate
school stimulates doctoral students to perceive it as their Alma mater and further contribute to
the development of internationally competitive research centers.

Excellence clusters integrate research potential in German universities and, therefore,
increase their international popularity and competitiveness. The main objective of such
institutions is ensuring scientific cooperation in the research field in the present and the future.
Excellence clusters comprise universities, non-university research institutions, and industrial
partners. For universities, excellence clusters present an important component of strategic
planning and accelerate the process of prioritizing particular directions of research.

Results

The Excellence Initiative was implemented by the German Research Foundation in
collaboration with the German Science Council and had two stages which included three stages
of financing — in 2006, 2007-2008, and 2012-2017. The initial budget of the project was 1.9
billion euros and in 2012 the funding was increased by 2.7 billion euros with 75% of additional
funding being allocated from the federal budget and 25% being contributed from regional ones
(Civera et al.: 2020; Kosov et al.: 2016). All funds were spent exclusively on scientific research.
The first stage consisted of two rounds held in 2005/2006 and 2006/2007 and each of them
included a preliminary and final stage (Fig. 1).

In the course of the preliminary rounds, universities were submitting their applications
which were examined by the groups of international experts. Expert evaluations of the
applications for graduate schools and “excellence clusters” were provided by the expert
commission composed of 14 people appointed by the German Research Foundation. The
selection of applications for “institutional strategies” was conducted by the strategic
commission from the German Science Council composed of 12 members. The preliminary
selection was conducted by the unified commission which combined the expert and the strategic
commissions. The universities selected at this stage later provided more detailed proposals
evaluated through a procedure similar to the preliminary selection. The projects for financing
were then selected by the grants committee presenting a unified commission of federal and
regional ministers of science and research.

During the first round, 319 applications submitted by 74 universities were examined. By
the final stage, 90 proposals remained (39 graduate schools, 41 excellence clusters, 10
institutional strategies). On October 13, 2006, the grants committee selected 38 proposals from
22 universities (18 graduate schools, 17 excellence clusters, and 3 institutional strategies) for
financing totaling 873 million euros.
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Figure (1): The procedure of selecting universities for financing within the framework of the Excellence
Initiative project
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In the second round, the project received 305 applications, 92 of which (44 graduate
schools, 40 excellence clusters, 8 institutional strategies) entered the final stage of the
competition. The grant committee selected 47 applications from 28 universities (21 graduate
schools, 20 excellence clusters, and 6 institutional strategies) for financing totaling 1 billion
euros (Abdullah, Najib: 2016; Kosov et al.: 2017).

The main objective of the second stage was to create competition between the new
projects and the ones already receiving funding. The second stage consisted of only one round
which was also divided into the preliminary and final rounds.

The funding conditions at the second stage of the project differed from the ones at the
first stage in that the determined amounts of funding were more flexible: from 1 to 2.5 million
euros a year for graduate schools and from 3 to 8 million euros for excellence clusters
(including the added 20% of funding per program). Institutional strategies have placed greater
emphasis on the elements of research-related teaching. At the second stage, 99 proposals from
44 universities were selected for funding: 45 graduate schools (33 renewed, 12 new) totaling
about 60 million euros annually, 43 excellence clusters (31 renewed, 12 new) totaling 253
million euros annually, and 11 institutional strategies (6 renewed, 5 new) worth 145 million
euros per year (Daskalakis et al.: 2017). The universities that were successful in the “concepts
of the future” direction were awarded the title of “Universities of Excellence” and received
additional 70 million euros over the next five years.
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Conclusion

The analysis of the results of the Excellence Initiative project implementation by the
indicators of effectiveness (the ratio of allocated financial resources to the following parameters
— the number of graduates, citations, and patents), the number of conducted studies (the number
of publication per teacher), and the quality of research (the ratio of citations to publications)
demonstrates that universities that joined the project demonstrate better results and growth in
said indicators (Fig. 2). The number of publications increased by 32% and citation rates grew by

55%.

Figure (2): The Excellence Initiative project effectiveness (FAQ - Excellence Strategy: 2019)
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Financial resources allocated as a part of the project were spent by the universities on
remunerations to researchers, investments, and purchases of consumables (Fig. 3). The major
part of funds (63%) was spent on paying for research work. The project involved 18,700
scientists 5,800 of whom were funded directly from the budget of the project.

Figure (3): Distribution of financial resources by universities within the framework of the
Excellence Initiative project (Alipour et al.: 2018)
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The Academic Excellence Initiative project affected both the German system of higher
education and the development of scientific research in universities (Table 1).

Table (1): Effects of the Excellence Initiative project

Influence of the program on the German
higher education system

Influence of the program on the development of
the system of scientific research in universities

the allocation of additional
university research

funding for

the creation of bigger structures ensuring
collaboration between different disciplines,
institutions, and industries

the creation of about 4,000 new job positions
for researchers

the implementation of flexible budgets

increased autonomy and
universities

flexibility  of

systemic quality assurance
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increased internationalization and

international attractiveness

professional management

increased competition and cooperation . . o .
A various time limits for concluding contracts
between universities and research | g
N with teachers
organizations
increased publicity of universities and

information awareness of the results of their
studies

the strengthening and expansion of the network
of postgraduate programs and schools

increased opportunities for female scientists

attracting foreign scientists

the stimulation of the differentiation of
universities and their structures

the launch of dual-career
childcare services

programs and

Despite the range of positive aspects of the project, it is necessary to indicate particular
problems that emerged in the course of its implementation:

a) universities faced difficulties in implementing the required large-scale projects
(Crosongvist et al.: 2012);

b) the five-year funding period was often not enough to reach the declared result
(Dorofeyev et al.: 2018);

c) the future of universities after the end of funding remains unclear including the fate
of the new staff of specialists (Cunningham et al.: 2019; Khedhaouria et al.: 2015);

d) difficulties in balancing research and teaching (Fauver, McDonald: 2015);

e) a decrease in the consumer rating and the demand for universities not included in the
project;

f) the lack of clear methodology in evaluating the effectiveness of such projects
(Kosrajczyk, Levy: 2003).

At the same time, the successful realization of the Academic Excellence Initiative
project received its continuation in the modified version titled Excellence Strategy. The goals of
the new project remained quite close to the initial ones — ensuring stable development of
German science through improving competitiveness in the international arena; strengthening
universities by stimulating and supporting high-quality research and cooperation in the sphere of
science; conducting cutting-edge research and improving the quality of higher education and
science in Germany.

Financial resources are allocated for research activities along two lines of funding —
“excellence clusters” (project financing of the areas of research that are competitive in the
international arena in individual universities or the groups of collaborating universities) and
“Universities of Excellence” (financing the development of universities or groups of
cooperating universities, as well as their positions in scientific research at the global level). In
this case, the funding is permanent. The prerequisite for receiving funding as a University of
Excellence is the previously received funding for two or more excellence clusters (three or more
for the groups of collaborating universities).

Since 2018, 533 million euros are allocated annually to fund the project including 385
million euros for the first line of financial support of the excellence clusters and 148 million
euros for the second line — the Universities of Excellence. The funds are distributed between the
federal budget and regional budgets in a ratio of 75 to 25. Moreover, the period of financing
grew up to 7 years (Igbal, Kume: 2019; Noseleit: 2013).

Overall, project financing of universities allowed changing the organizational structure
of the German scientific system. Universities have begun to work more actively on the issues of
self-identification and image prioritizing graduate schools, research, and management. The level
and productivity of scientific research and interaction with business and society have increased
(Cosombo, Grilli: 2005). On the other hand, the realization of the project is accompanied by a
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significant rise in competition which can eventually threaten a healthy climate in the educational
and scientific environment. Short funding periods do not always allow for the planned changes
to be carried out before the next round and also lead to long-term studies being abandoned.
Obtaining the status of the University of Excellence raises the reputation of the university while
being deprived of this title leads to negative consequences in an even greater amount. For
instance, being included in the list of elite universities did not affect the number of applicants in
a university in Baden-Wirttemberg significantly and being excluded from this list had a
significant negative effect (Acosta-Alba et al.: 2012; Acs et al.: 2014).

The project financing effectiveness criteria remain unclear (Frietsch et al.: 2017).
Concerning the indicator of publication activity, the share of German publications in the
extended version of the Reuters Science Citation Index slightly decreased along with the
countries of the USA and Europe while the share of developing countries (China, Brazil, India)
grew (Cheney et al.: 2014; Mira, Patrick: 2014). The number of publications per scientist has
remained relatively unchanged over the past years, as well as German scientists’ citation rates.

Therefore, in the past decade, Germany has reached significant results in strengthening
and improving the research base after introducing project financing of universities. However, it
is necessary to continue the search for ways for gifted scientists’ development in the scientific
sphere and improving the prestige and infrastructure of universities. These objectives may be
achieved through larger amounts of funding and continued reform of the education and science
system.
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