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3.1. Influence of economic environment on financial position of MU

Economic environment of Czech universities is characteristic by continuing and
at the same time reducing stagnation of the Czech economy and the impacts of the
application of the balanced economic policy of the state.It is therefore not surprising
that in general there is not a lack of state financial sources and that they are rather
covering only the operation of universities.

The development of universities is more or less possible by means of securing
other financial means by their own activities, e.g. economic activity, sponsoring etc.
In future the deepening of the deficit between the justified need of financial sources
and appropriations or state contributions can be hypothetically presumed.

The following changes can be expected in the state financing of institutions of
higher education:

— subsequent leaving or reducing the importance of the historical principle at
distribution of state finances within the framework of institutions of higher
education,

— development of contract bid distribution of finance in connection to the pro-
jects accepted by state (innovations),

— deepening of flexibly structured financing esp. for equipment and operation
according to the purpose of application,

— transfer of a part of financing to the students in the form of school fee intro-
duction.

3.2. The present financial position of MU and its development

MU is the so called "contributory” organization, which means that it finances
its needs from the state contribution, its own sources (admission proceeding, grants
and sponsors) and by economic activity.

While the state contribution distribution among the MU subjects is based mostly
on historical principle other financial sources are predominantly available for their
prodiicers. The rules of economy exist, nevertheless, they are not univocal.

There are two basic problems of the economic system of MU. The first is in the
manner of budgeting the state contribution where the accent laid on indexation of
historically based division among individual subjects of MU is overcome only with
difficulties. '

The second problem concerns the allround lack of economy and its tolerance
and the effort to solve the tension between sources ad needs mostly by demanding
a greater portion in total university sources. ‘

In the future the portion of the state contribution will relatively and probably also
actually be rather sinking and MU as well as other institutions of higher education
should come to terms with the impacts of the budget limitation.
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Short summary of the structure, range and development of financial sources for
both investment and operational financing of the main activity of MU is given in
Appendix No. 1. _

The following conclusions can be made based on the data in Appendix No.1.:

— there is a considerable dependence of MU functioning and development on
state finance, .

— in the course of the period under consideration a significant decrease in the
creation of the own financial sources took place,

— the real increase in financial sources is negative, except for the operational
allocations from the state and under including the parallel increase in the
number of students form 10,366 in 1992 to 11,286 in 1993 which means rela-
tively less financial source in all positions under consideration.

The overview of MU economy in 1993 is given Appendix No. 2. The tight
financial situation in covering the MU operation is evident, implicitly the effort to
withdraw entire state finance. In the cost structure the dominant role play wages
and insurance and another important cost position are material and energy cost.

Finally it can be stated that the current financial position of MU is still satisfac-
tory as the sources are slightly exceeding the present financial needs. With regard to
the expected development in economical environment of MU (real decrease in state
contribution, introduction of university fees, increase in prices of purchased inputs)
and expected internal increase of requirements for financial covering as a result of
the increase in demands (number of students will be still rising, requirement for
material equipment of the training process are rising as well) the financial position
of MU can be endangered very soon.

4. Financial objectives of MU

The predicted development-of MU financial position implies the determination
of a general financial objective of MU to secure good financial position of MU for
the next 3 - 5 years. The implementation of this general objective is possible by
meeting the following partial objectives: e

= to make the planning system for financial needs more objective,

~ to qualitatively change the budgeting system,

~ to cover approx. 30 % of operational costs by own sources,

— to create a system stimulating economical behaviour.

In the following text I will try to render the reason for determination of individual
objectives and to suggest a framework procedure for their achjevement.
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Source:Analysis of economical dealing in 1992
MU Brno, 1993
Analysis of economical dealing in 1993
MU Brno, 1994

Appendices

Appendix no.l:
| . The survey of the financial sources of MU

Brno, Brno Business School of Technical University Brno, 1994. _ |
[2.] Managing Finance (Certificate in Management)

References
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@ St s - T ,Sumfggt [1.] Business Policy and Strategic Marketing (Diploma in Management Studies) ‘
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.525 ‘ Brno, Brno Business School of Technical University Brno. 1994. |
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1992 | 346.133 | 61.944 95.2% | 48 % 100 % [8.] Financial Resources - Integrated Management Development Programme ‘
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I 94.4 % 23768 | 453.461 | 6.047 | 436.640 | 460.408 U.K. Nottingam Business School, 1994. ‘ ‘ |
1993 | 429695 ) 2 985% | 1.5% 100 % ; (4.] Bowler,L,Tassi,P.: Financial Resources (Diploma in Management).
98.4 % 1.6% | 100 % U.K. Nottingam Business Scholl,1994.
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Appendix 202 oy of MU fn 1963 Ndvrhy pro zdokonaleni ekonomického \
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I systemu Masarykovy univerzity .
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