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TThe funding of higher education and the ef-
ficient use of public funds require the proper 
measurement and assessment of performance 
in higher education. Cash-based accounting 
does not really make it possible, since only 
as much money can be spent as is available, 
which may be both too much and too little 
compared to the quantity and quality of the 
output. The money spent does not reflect 
the resource requirement of the performance 
achieved, that is, cash-based accounting can-
not measure the historical cost of perfor-

mance. The new approach was made possible 
by the new regulation adopted last year.

Changes in the legal framework

Government degree No. 4/2013 (i. 11) on 
public finances accounting (hereinafter: new 
PF decree) entered into force on 1 January 
2014, which introduced essential changes in 
accounting methods. in addition to modified 
cash-based double-entry bookkeeping, a new, 
“economically minded” approach based on 
performance has emerged, and as a result, the 
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bookkeeping methods as well as the structure 
and content of the report will also change sig-
nificantly.

The impact of  accounting changes  
on prime costs calculation

The need to finance tasks on the basis of prime 
costs arose years ago in higher education, as 
this allows for a more efficient use of public 
funds.

Cash-based accounting was unable to serve 
as a basis for recalculated actual prime costs 
on the basis of accounting data, since cash-
based bookkeeping considers actual expendi-
tures, that is, changes in cash-flow as economic 
events, disregarding the exact representation of 
costs. From this it clearly follows that expendi-
ture and cost are not synonyms in an account-
ing sense but concepts having their own con-
tent. Naturally, it is true that every cost is at the 
same time an expense for the organisation con-
cerned, but they may arise in different business 
periods, which can distort the evaluation of the 
performance of particular periods significantly.

By cost we mean the monetary value of the 
resources (materials, human resources, dura-
ble assets, used services, etc.) actually used for 
the performance achieved in a given period. 
However, there may be a temporal separation 
between payment and the emergence of costs, 
which occurs, for example, when already paid 
resources are used at a later time. in the oppo-
site case, the cost may follow the period affected 
by the given performance, such as the use of 
purchased materials for a particular task before 
they are paid. in this case, the value of the ma-
terial must be taken into account in the prime 
costs of a performance achieved during a prior 
period rather than at the time payment is made.

Thus, with cash-based bookkeeping it 
might happen that a performance achieved in 
a particular period cannot be set against the 

resources actually used for this performance. 
under performance-based accounting systems 
the separate accounting of costs and expenses 
is a basic requirement. The costs arising at dif-
ferent times are handled by accrual and defer-
ral adjustments. Accruals and deferrals “steer” 
the costs – irrespective of the actual time they 
arise – to the period which must be taken into 
account for the performance concerned.

The amendment to accounting regulations 
as of 1 January 2014 created the possibility to 
calculate prime costs on the basis of account-
ing records in the budgetary sector and also 
made its use obligatory. However, the moni-
toring of the execution of appropriations, 
commitments, expenditures and revenues 
on a cash basis continues to be important as 
well. Therefore, there is good reason to call 
the accounting system currently in force for 
the budgetary sector a double-double book-
keeping method. today 2 times 2 comes to 5 
sometimes; in other words, both the legisla-
tor and the law enforcer are still learning the 
ropes, as evidenced by the frequent changes 
in regulations at the beginning of a new year. 
All in all, we can say that Government decree 
No. 4/2013 took an important step towards 
measuring the actual performance of the insti-
tutions of the budgetary sector.

Determining profit and loss and the 
special features of  calculating prime  
costs under the PF Decree

Contrary to Section 47(2)b) of the Act on Ac-
counting, Government decree No. 4/2013 
does not consider the pre-charged, but non-
deductible value added tax as part of the cost 
value and as a result, this tax does not appear 
as a cost-increasing factor. Pursuant to the de-
cree, the non-deductible VAt should be rec-
ognised as an item directly imposed on profit 
and loss, that is, as an expenditure listed in 
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accounting group 84 among other operating 
charges.1

All this raises questions for determining 
profit and loss as well as the calculation of 
prime costs. The express goal of the legislator 
was to ensure that the business management 
approach is enforced in public finances as well, 
determining the profit and loss (realised P/L) 
on the basis of the principle of performance, 
which relies on the matching principle. Ac-
cordingly, revenues deriving from a particular 
performance (output) should be set against the 
cost arising in connection with the achieve-
ment of this performance as a profit-reducing 
item, i.e. expenditure. if the non-deductible 
value added tax (hereinafter: VAt) incurred 
during the purchase of resources (assets, ser-
vices) is immediately accounted against profit/
loss, the matching principle may be compro-
mised. This is not a problem for determining 
profit and loss in the case of services used, but 
it may have a significant impact on asset pur-
chases (tangible and intangible assets and, oc-
casionally, inventories). using the purchase of 
tangible assets or intangibles as an example, 
VAt distorts the P/L figure since these assets 
serve the activity of the institution for years, 
which has a long-term effect on P/L due their 
depreciation being spread over several periods. 
However, the non-deductible VAt appears as 
a profit-reducing expenditure immediately in 
the year of the purchase.

The accounting of non-deductible VAt as 
an immediate expenditure raises serious ques-
tions about the calculation of prime costs as 
well, and requires special treatment. On the 
one hand, beyond the costs accounted for the 
given period, the amount of the non-deduct-
ible VAt related to them should also be built 
into the prime costs which, according to the 
PF decree, should be listed not as costs but 
as expenditures. This may appear to be only a 
technical issue, given that the VAt recognised 
among expenditures should also be added to 

the prime costs in addition to costs. However, 
it may give rise to serious accounting problems 
to decide what method should be chosen for 
the treatment of non-deductible VAt when 
tangible and intangible assets are purchased. 
in theory, the solution would be to divide the 
amount of the VAt between the periods which 
are affected by the depreciation of the given as-
set. However, this is cumbersome and imposes 
a severe administrative burden on the calcula-
tion of prime costs, not to mention the fact 
that it would also compromise the theoretical 
correlations between the calculation of prime 
costs and profit and loss. Furthermore, the 
regulation does not make this option possible 
since it defines the content of cost value, and 
the statement on costs and recovered cost to 
be prepared as part of the financial statements 
does not consider the non-deductible VAt as 
part of the prime costs either. if we add to all 
this that the budgetary institutions typically 
provide tax-free services, it is obvious that we 
are dealing with a significant, sizeable factor 
that has an impact on profit and loss. We be-
lieve that the PF decree should be amended 
and, in accordance with the provisions of the 
Act on Accounting, the non-deductible VAt 
should be accounted as part of the cost value.

in the previous section we highlighted the 
peculiar treatment of non-deductible VAt in 
the PF decree; however, this problem can be ex-
tended to other areas since the decree stipulates 
that other items should be accounted directly 
against the P/L, that is, it significantly reduced 
the range of items that can be taken into account 
for the content of the cost value of assets.2

theoretiCal questions  
of the CalCulation of prime Costs

The legal framework of the accounting system 
defines the obligatory requirements for the fi-
nancial accounting system of each economic 
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entity (enterprise, budgetary institution, etc.). 
However, the efficient operation of an organi-
sation requires information that goes beyond 
what appears in the financial accounting sys-
tem, which can be ensured by “customising” 
the managerial accounting system of the or-
ganisations. in this area it is much more diffi-
cult to detail the mandatory, externally speci-
fied requirements. One of the salient areas 
of managerial accounting is cost accounting 
and the calculation of prime costs, which are 
determined, to a large degree, by the nature, 
structure and the internal decision-making 
mechanisms of the given organisation, as well 
as the system of rights and responsibilities. 
in other words, no matter how prepared the 
economic experts are in matters of legislation, 
“without knowing the business well” they can-
not create an efficiently functioning manage-
ment information system, including a system 
of prime cost calculation with adequate con-
tent. What can be defined as an objective – 
to meet the legitimate need for information 
and ensure that comparable prime cost data 
are available within specific areas and sectors 
– cannot be more extensive and more detailed 
than a kind of “sectoral guidance” designed to 
define the content of the methodological is-
sues of the specific prime cost calculation to 
be carried out.

When presenting the goal, the subject and 
the tasks of managerial accounting, it is abso-
lutely important to mention the three most 
important guiding principles that should be 
followed in managerial accounting (Horn-
gren et al., 2006, p. 11). On the one hand, 
the principle of cost-benefit must be applied 
consistently; in other words, the benefit of the 
information created should exceed the cost of 
creating it. On the other hand, efforts should 
be made to ensure that behaviour-oriented 
and professional aspects and correlations are 
strongly considered. Thus, managerial ac-
counting should consider the conduct of indi-

viduals and the organisation, their response to 
particular accounting procedures and methods 
(such as cost allocation, performance meas-
urement) and the possibilities of technical im-
plementation, and the creation and transmis-
sion of information that best suits the need 
of management in terms of content, form and 
timing. Thirdly, we need to highlight the en-
forcement of the principle of “different costs 
for different purposes”, which emphasises that 
we think in terms of different models in differ-
ent decision-making situations and the mod-
els work with disparate concepts of cost. This 
can obviously be extended to all accounting 
concepts, in addition to cost, including the ef-
fort to create consistent accounting informa-
tion by means of the decision-making models 
(Bosnyák et al., 2010, pp. 16–17).

The cost structure of  the cost bearer –  
the importance of  cost allocation

First of all, the cost bearer should be identi-
fied; in other words, the facility (product, ser-
vice) created which has positive usefulness for 
all the actors, that is, it can generate revenues 
for the institution of higher education. 

At the first approximation, this does not 
appear to be a difficult problem since the per-
formance of higher education is embodied by 
teaching and research results. it is relatively 
easy to identify additional, distinct cost bear-
ers within teaching performance since specific 
training programmes appear as independent 
“products” among the various courses offered 
by the institutions of higher education, which 
are required by law – through the definition 
of training and output requirements – to be 
distinctly separable, even if we just simply 
think of the required characteristic difference 
between the various courses. This means that 
it is the training programmes that represent 
the unique, distinct set of cost bearers of the 
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institutions of higher education, which appear 
as “products” to students offered by higher 
education.

Pursuing research activity is indispensable 
for meeting the expectations of the labour 
market and providing teaching that keeps pace 
with international trends. However, it is more 
difficult to identify research activity – as an in-
dependent cost bearer –, as in many cases the 
“products” offered in the “higher education 
market” cannot be sold directly; rather, they 
typically represent performance that generate 
returns through teaching. Obviously, there 
are research activities which directly generate 
revenues, typically classified as R&d&i. it is 
relatively easy to identify the research projects 
as independent cost bearers. However, since 
basic and applied research is not the kind of 
activity that the market recognises directly, 
questions regarding their funding sources are 
legitimate, which obviously has an impact on 
the prime cost content of training – as a cost 
bearer –, which should be carefully worked 
out as a basis for funding in higher education.

Considering all this, the outlines of the first 
question to solve begins to emerge: which ar-
eas of research can be treated as an independ-
ent cost bearer, which may be supported by 
independent funding sources, and in what 
ratio research should generate returns within 
strict training costs?

Before dwelling deeper into this range of 
issues, let us review cost bearers and costs in 
terms of the methods that can be used for ac-
counting them and the methodological back-
ground in order to gain an understanding of 
the role of designating cost bearers for prime 
cost calculation. Chart 1 illustrates the rela-
tionship between costs and cost bearers.

Costs that arise for the creation of a di-
rect cost bearer for a given organisation are 
considered as direct cost. For the purposes 
of prime cost calculation, these represent 
the costs that are charged to a particular cost 

bearer in an identifiable manner immediately 
as they arise. 

However, the subsequent charging of in-
direct costs to the cost bearers gives rise to 
severe methodological problems. it is not 
indifferent how indirect costs are monitored 
and separated from one another. it is also im-
portant to know what benchmarks (projection 
bases, cost features) are selected and measured 
for the separated indirect costs to be able to 
charge them to the cost bearers as accurately 
as possible with as little estimation inaccuracy 
as possible in accordance, when appropriate, 
with the cause and effect principle. Of course, 
the higher the ratio of indirect costs within 
total costs at the given organisation, the more 
emphasis is given to the methodological issues 
of the monitoring and subsequent allocation 
of indirect costs since the accuracy or the in-
accuracy, for that matter, of the allocation of 
prime costs is dependent on this.

if we take into account that personnel ex-
penses should be regarded almost fully as in-
direct costs at the institutions of higher educa-
tion – that is, the personnel expenses cannot 
be directly charged to the training programmes 
– then we can conclude that about 40–50 per 
cent of the total costs are indirect costs.

Besides personnel costs, the other key cost 
category is the group of non-personnel ex-
penses (materials, services used, etc.) which 
can also be regarded largely as indirect. Table 1 
shows the distribution of non-personnel costs 
at Corvinus university of Budapest.

it is obvious that only a small part (7 per 
cent) of non-personnel expenses arise directly 
in training.

Based on this, the classification of the ac-
counting method of costs (both direct and in-
direct) clearly shows that we are facing a great 
challenge in higher education when it comes to 
the methodological questions of prime cost cal-
culation. Through an inadequately designed al-
location system and potentially inappropriately 
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selected cost features – as parameters serving as 
a basis for allocation – the extremely high ratio 
of indirect costs can severely distort the identi-
fication of the prime costs of training.

Methodological questions of  prime cost 
calculation and cost allocation

Obviously, indirect costs can be monitored ac-
cording to various criteria, and the methods of 
cost calculation and allocation may considera-
bly differ from one another also in respect of the 
cost drivers selected for the allocation of indirect 
costs. Many factors influence which calculation 
method should be selected within a particular 
organisation. There are simpler, more tradi-
tional cost calculation methods, which divide 
indirect costs into a relatively small number of 
categories, typically into cost centres. They are 

then allocated to cost bearers using a relatively 
small number of quantity-oriented cost drivers. 
These cost drivers are generally based on the vol-
ume of performance measured in some in-kind 
contribution or the quantity of resources used 
for a given activity (student number, number of 
public officials, floor space, etc.).

in addition, there are more precise meth-
odological solutions, such as the activity-based 
costing procedure, which identifies the activities 
that are necessary for the creation of the cost 
bearers and groups the costs assigned to these 
activities. This procedure seeks to identify a 
pair of activity-cost bearer for each activity, us-
ing it and the quantity used by each cost bearer 
to measure the needs of each cost bearer for the 
activities as well as the eligible costs charged to 
the given cost bearer out of the costs related 
to these activities (for example, the number of 
student applications in the case of the registrar’s 

Chart 1
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Source: Bosnyák et al., 2010, p. 42
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office or the number of public procurement 
procedures and the number of individual pro-
curement requests in the case of procurement 
costs, etc.) (Braun et al., 2010).

At the same time, it is very important to em-
phasise a principle mentioned before, namely, 
the enforcement of the cost-benefit principle, 
which stipulates that the benefit of the infor-
mation created may not be less than the cost 
of creating the information. in other words, 
we need a cost calculation system by which 
we can reach a level regarding the accuracy 
of data where the operation of the prime cost 
calculation system does not cost more than a 
situation in which the prime costs of a cost 
bearer may not be “mathematically accurate.” 

We can distinguish prime costs of different 
content depending on the range of indirect 
costs the given prime cost category contains 
in addition to indirect costs. Obviously, in dif-
ferent decision-making situations prime costs 
with a different content should be used as a ba-
sis for the decision. For instance, the decisions 
should be based on different prime cost con-
tents for short- and long-term decisions or the 
full utilisation of capacities and free capacities.

Chart 2 shows the structure of the differ-
ent prime cost categories. The concepts used 

in the chart may seem to be foreign to higher 
education and may appear to represent the 
special features of the production sector, but 
these concepts are easily applicable to the in-
stitutions of higher education as well.

Once the training programmes are identi-
fied as cost bearers, we should approximate the 
production cost category of the previous chart 
to higher education. For production companies, 
this category includes the costs closely related 
to the manufacturing of products besides direct 
costs, which can be brought physically close to 
the production of the product to some extent 
but they still cannot be directly assigned to them. 
This group includes costs arising in the “opera-
tional area” but which cannot be regarded as ad-
ministrative costs or costs directly serving sales. 

in higher education, the HR wage and con-
tribution costs related to teaching should defi-
nitely be classified into this category, which 
generally cannot be directly assigned to a par-
ticular training programme on the basis of the 
structure of training.

The following may be regarded as belong-
ing to production costs related, by necessity, 
to training:

•	laboratory cost,
•	library costs,

Table 1

Distribution of non-personnel expenses as they oCCur

name Distribution (%)

operation, information technology, library, administrative-economic area, other service 

provider functions

83

   of which: PPP 48

Direct non-personnel expenses of training programmes 7

non-personnel expenses charged to tenders 7

investment projects 1

non-personnel expenses of r&D 1

non-personnel expenses charged to student appropriations 1

total 100

Source: CUB, 2011–based on the institution’s Financial Statements for the first half of 2014
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Chart 2

prime Cost Categories

Source: Bosnyák et al., 2010, p. 85

•	the costs of information technology services, 
•	etc.3
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preciation and all other costs.

However, some of these latter indirect costs 
should be captured separately from the HR 
costs of training, that is, not at the level of 
the faculties which provide the organisational 
basis of the institutions of higher education. 
in view of their special nature, it is expedient 
to separate library and it costs within the or-
ganisation as units for cost monitoring. using 
classical technical terminology, these should 
be seen as “affiliated plants” operating in addi-
tion to “main plants”, which are indispensable 
for the creation of the performance produced 
by the organisation. By “main plant” we obvi-
ously mean the faculties performing teaching 
activities and by “affiliated plants” operation, 
in addition to the library and it services men-

tioned before, which i consider to be another 
important cost centre. These units may be col-
lectively regarded as internal service provider 
units which, of course, can generate revenues 
on their own. The library may provide market-
based services for external market participants 
or may also operate as a public library which 
may receive resources through independent 
funding channels (state subsidy) using the 
costs of the public library function as an inde-
pendent cost bearer. The it services may also 
have some free capacity that can be sold on the 
market. Similarly, the revenues collected from 
the utilisation of free infrastructure capacities 
can also generate returns on the maintenance 
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the costs of the training programmes oper-
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it is at this point that the question of capac-
ity utilisation arises in connection with prime 
cost calculation. The variable and, obviously, 
fixed costs which generate returns by utilising 
free capacities can reduce the size of costs to 
be borne by the cost bearers – in higher educa-
tion, the training programmes – that belong 
to the standard portfolio of the organisation.

Hereinafter these cost centres will be re-
ferred to as service provider cost centres 
– those required to bear the costs arising in 
a given period reduced by the revenues gen-
erated by the cost bearer (the training pro-
gramme) under some other title (for example 
on a market basis).

if we are to capture the full content of the 
prime costs of the cost bearers, we need to 
build into the prime costs the indirect costs 
arising in administration and other areas in 
addition to the previously mentioned indirect 
faculty and service provider costs – that is, the 
“production costs” (Atrill – McLaney, 2010). 
Returning now to Chart 2 and analysing it ac-
cording to the special features of higher edu-
cation, the term “general operational costs not 
related to production” refers to the activities 
of the faculty registrar’s office and financial 
administration, while “general corporate costs 
not related to production” mean the campus-
level administrative costs as well as the expens-
es of the Rector, the Rector’s Office and the 
economic organisation. These indirect costs 
can be collected at the designated cost cen-
tres and charged to the training programmes 
as cost bearers, using the specified cost driv-
ers. These cost centres will be referred to as 
functional units in the rest of this paper. Chart 
3 provides an overview of the cost allocation 
mechanisms that can be used to channel costs 
to the cost bearers in an organisation encom-
passing several campuses and several faculties 
on each campus, which runs several different 
training programmes within each faculty.

The calculation scheme of the total prime 

costs of training can be determined in accord-
ance with Table 2.

There are several other factors stemming 
from the special operational features of the 
given institution of higher education which 
can be built into the calculation scheme.

The calculation scheme does not reflect the 
important criterion mentioned before that the 
costs recognised for training should, if appro-
priate, include the costs of research pursued at 
the given institution. Viewed from the other 
side of the coin: to what extent can the costs 
be assigned to a particular research activity as 
a cost bearer generating independent revenue 
or an entity supported by the institution by its 
own resources?

The size of the research activity coupled 
with the generation of independent revenue 
will be treated in later sections on the basis 
of empirical data for the disciplines under 
analysis. This presages our claim that in spe-
cific disciplines different parts of the research 
activities can generate returns by independent 
revenues and be assessed, as a result, as inde-
pendent cost bearers separated from teaching.

Prime costs as the base for funding

The efficient use of public funds can be im-
proved significantly by a transition from fund-
ing based on normative subsidies to task-based 
funding. The developments seen in higher ed-
ucation in 2010 are the first signs of a shift to-
wards prime costs-based funding. For the BA 
and MA training programmes commenced 
on 1 September 2012 and thereafter, Govern-
ment decree No. 50/2008 (iii. 14.) on the 
funding of the training and research activities 
pursued by institutions of higher education 
on the basis of normative subsidies was sup-
plemented by Annex 2, which defines the re-
spective training budgets for specific training 
areas (HuF thousands/head/year). The budg-
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ets were defined by the legislator on the basis 
of the training prime costs provided by the in-
stitutions of higher education for the proprie-
tor based on the data recorded at the end of 
2010. However, the real economic content of 
these prime cost data is rather questionable in 
the case of several training programmes. One 
of the reasons is that the purpose of using the 

prime cost data was not specified accurately. 
The detailed funding concept of the proprie-
tor for higher education was unknown at the 
time, and remains unclear even today.

Referring back to a quote in an earlier sec-
tion, it is necessary to define “different costs for 
different purposes.” in addition to the different 
costs charged directly to the given cost bearer 

Chart 3
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from direct prime costs to full prime costs, the 
content of prime costs may include various 
indirect costs that inevitably arise during the 
performance of the activities depending on the 
decision-making situation in which the infor-
mation on prime costs should be used. discuss-
ing prime costs as the basic factor for funding 
immediately raises the question of pricing sup-
ported by managerial accounting information. 
The prime cost content on which decisions are 
based is entirely different in pricing situations 
involving special customer orders related to per-
formances (products and services) in the short-
term, long-term and standard portfolios (Weet-
mann, 2010). The picture is made even more 
subtle by the question of capacity utilisation, 
since full capacity utilisation or the existence of 
free capacities may determine the content along 
which the prime costs that are used for the pric-
ing of the product or service are specified for the 
right decision (Atrill – McLaney, 2010).

Another special feature of funding in 
higher education is that funding, i.e. pricing 
should be established on a non-profit basis. 
if the prime costs are incorrectly specified in 
the pricing based on prime costs – for exam-
ple, they are undervalued –, at the outset it 
will not result in smaller calculated profit but 
it will immediately create an underfinanced 
situation which will promptly lead to opera-
tional problems and insufficient liquidity.

As far as the prime cost content of the train-
ing as the basis for funding (pricing) is con-
cerned, it is an open question as to what ex-
tent the proprietor intends to finance research 
through independent channels separated from 
the prime costs of training.

While in recent years institutions of higher 
education have received state subsidy under three 
legal titles (training, Research, Maintenance) – 
with the amounts under the Research and Main-
tenance titles constantly decreasing –, in 2014 

Table 2

CalCulation sCheme of training programmes

Direct material costs of training

Direct costs of training arising from using services

Direct wage costs of training

Direct contribution costs of training

Depreciation of training

direct prime costs of training

Costs of materials and services used allocated for training at the faculty level

lecturer/researcher wage costs allocated for training

Contribution cost of lecturer/researcher wages allocated for training

operating costs allocated for training

library costs allocated for training

it service costs allocated for training

Costs allocated to cost centres for training which support other teaching and research activities

adjusted direct costs (“production costs”)

Costs of administrative and economic organisations allocated for training

total cost of training

Source: own editing
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the institutions were granted state subsidy only 
under the training title, which was determined 
on the basis of the prime costs data announced 
by the institutions in accordance with Annex 2 
to Government decree No. 50/2008. This sug-
gests that the proprietor interprets the prime 
costs data published by the institutions as total 
prime costs which include, in addition to the 
direct costs of teaching activities, all the costs 
that arise for the institution except for the mar-
ket-based research (R&d&i) costs and the ex-
penses of research financed by public procure-
ment funds.  if the proprietor wishes to develop 
this form of funding in this direction over the 
long term, the prime costs of training should 
include all the costs that arise for the institu-
tion. However, it should definitely be consid-
ered whether basic and applied research should 
really be financed through the prime costs of 
training, through students, when the output of 
this research activity is often uncertain (which 
does not necessarily qualify the research activ-
ity of the institution), it is a specificity of such 
research that success “cannot be safely assumed 
in advance”. in my view, this aspect of research 
should definitely be treated and funded as an 
independent cost bearer separated from train-
ing, for which the proprietor should provide 
dedicated funds.

the empiriCal stuDy of revenue anD 
expenDiture struCture in inDiviDual 
DisCiplines of higher eDuCation

Before we define the content of prime costs that 
provide the basis for funding, we should exam-
ine the structure of the revenues and expenses 
(costs) of the various disciplines on the basis of 
empirical data. data for the empirical analysis 
are provided by the reports of Corvinus univer-
sity of Budapest (hereinafter CuB) for the pe-
riod between 1 January 2011 and 30 June 2014. 
Since the various faculties of the institution run 

training programmes in food sciences, horticul-
ture, agrarian engineering, business manage-
ment and social sciences, the analysis includes 
assertions in respect of these special areas.

Revenue structure in the examined 
disciplines

Table 3 shows the revenue structure of CuB by 
faculty between 1 January 2011 and 30 June 
2014. The data show the average values of 3.5 
years, which helps filter out the feature of the 
cash-based accounting method mentioned be-
fore, due to which the revenues are not neces-
sarily realised financially in the period in which 
they actually should be in a financial sense, that 
is, based on the actual performance of the ser-
vice rendered. The mean can largely filter out 
this temporal deviation and is at the same time 
suitable for “mitigating” the outliers that might 
arise, for example, from deviations between pe-
riods of state subsidy or some extraordinarily 
high revenue collected from a tender awarded.

When examining the revenue structure of 
the past 3.5 years it can be established that the 
revenues in the business management, eco-
nomics and social sciences areas mainly come 
from teaching, while funding from tenders 
tends to have a more significant contribution 
to resources in the agrarian, food sciences and 
horticulture areas. Obviously, this difference 
should be taken into account when the con-
tent of the prime costs of training is specified 
for individual disciplines, as has been suggested 
before. in the business management and social 
sciences area, research activities are required to 
generate more returns on teaching activities, 
that is, on the total prime costs of training. 
Apparently, neither tender opportunities, nor 
direct corporate R&d&i orders can ensure the 
resources of research that is indispensable for 
the quality of teaching. it should be noted that 
typically limited basic and applied research is 
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being pursued in these areas and most of the 
research activities actually serves the provision 
of up-to-date knowledge in teaching, which re-
quires less material and equipment and ensures 
more direct returns on training costs through 
the services provided in teaching than in the 
area of the sciences.

Accordingly, it can be safely said that the 
ratio between personnel and non-personnel 
costs to be built into the prime costs should 
be determined differently for each discipline 
and, following the principle of funding based 
on prime costs, it should also be decided what 
should be financed directly by the proprietor 
and the students participating in fee-paying 
training programmes.

Cost structure in the examined disciplines

Chart 4 shows, as an average of the 3.5 years 
under review, the distribution of indirect costs 
directly assigned to the training programmes 

of each training area, as well as the indirect 
costs of service provider units charged to 
training in cost allocation and the indirect 
costs of so-called functional units related to 
the administration; that is, the cost structure 
of the training programmes. 

The table shows that the ratio of indirect 
costs is very high in each training area. The eli-
gible costs that can be directly charged to the 
trainings represent a negligible share in their 
cost structure.

The non-personnel costs account for most of 
the prime costs for each faculty, followed by the 
indirect costs allocated from the service provid-
er units to training, and finally by the indirect 
costs of financial and administrative areas.

The analysis of the cost structure shows that 
the definition of the prime costs of individual 
training programmes is largely dependent on the 
methodology used for the allocation of indirect 
costs, as has been demonstrated before, since the 
costs to be recognised by cost distribution repre-
sent a high share in total prime costs.

Table 3

revenue struCture between 2011 anD 30 June 2014 

revenues faculty 

of food 

sciences  

%

faculty of 

horticultural 

science

%

faculty of 

landscape 

architecture

%

faculty of 

business 

administra-

tion, %

faculty of 

economics

%

faculty 

of social 

sciences

%

state subsidy 58,55 62,33 68,81 42,63 54,76 58,50

own revenue 41,45 37,67 31,19 57,37 45,24 41,50

 – of which: education 16,58 11,51 7,74 49,38 40,98 30,41

 – of which: tenders 11,66 22,15 19,31 5,50 3,20 10,25

 – of which: r&D 5,39 0,82 0,03 0,83 0,39 0,00

 –  of which: other 

invoiced revenues

4,04 2,16 2,80 0,30 0,20 0,17

 – of which: other 3,77 1,03 1,31 1,36 0,46 0,68

total reVenue 100,00 100,00 100,00 100,00 100,00 100,00

Source: own editing
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This paper examined the cost structure of 
specific training areas and did not address the 
prime costs and the cost structure of individ-
ual training programmes. The legal regulation 
stipulates programme-level calculation, requir-
ing that the institutions should treat the train-
ing programmes as independent cost bearers 
within each organisational unit, which under-
pins the significance of the method selected for 

cost allocation and the projection bases (cost 
features) used in cost distribution.

ConClusions

in order to ensure the implementation of 
prime cost-based task funding for training, 
which equally satisfies the needs of the propri-

Table 4

Cost struCture between 2011anD 30 June 2014
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direct expenses of training (personnel, non-

personnel, etc.)

5,1 4,8 5,9 10,8 16,1 7,6

indirect personal expenses of the faculty’s 

training programmes

52,7 53,8 57,2 38,9 58,0 44,4

Cross teaching(+/-) –0,5 –0,4 1,9 7,1 –16,0 4,7

indirect non-personnel and accumulated 

expenses of the faculty’s training programmes

15,5 17,2 7,5 7,2 5,8 4,2

maintenance of service provider units (indirect 

costs allocated to the faculty)

18,6 15,6 17,0 24,4 26,4 27,1

 – of which: Buda Campus operation, library 15,4 13,0 14,3 0,0 0,0 0,0

 –  of which: financing the operation of the pest campus 0,0 0,0 0,0 17,2 19,0 18,9

 – of which: Central library 0,0 0,0 0,0 3,7 3,1 4,0

 – of which: it service Centre 2,4 1,8 1,7 1,9 3,2 2,5

 –  of which: physical education Department and university 

sports Centre (pest/Buda)

0,7 0,7 1,0 1,4 1,1 1,6

 – of which: printing press 0,00 0,00 0,00 0,02 0,01 0,02

maintenance of central functional units (cost centres) 8,6 9,0 10,4 11,6 9,7 12,1

 –  of which: general economic and financial affairs 

Directorate

4,1 4,3 4,9 5,6 4,6 5,7

 – of which: Centre 3,4 3,5 4,1 4,6 3,8 4,7

 – of which: financing other indirect costs 1,1 1,2 1,4 1,5 1,3 1,7

total eXPenditures 100,0 100,0 100,0 100,0 100,0 100,0

Source: own editing
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etor and the institutions, there are essentially 
three questions to be answered.

Can research as an independent cost bearer 
appear – and if it can, to what extent – among 
the activities identified for the institutions of 
higher education? The preconditions for this 
are the independent revenue sources which 
can be assigned to research activities and can 
finance the associated costs. This revenue may 
be market-based which, rather than being a 
matter of decision, is primarily determined by 
market demand. The other source, obvious-

ly, is the state subsidy provided for research, 
which is a component that needs to be speci-
fied in the funding concept of the proprietor.

The next challenge is to create a cost alloca-
tion methodology that can properly allocate 
indirect costs (which represent a very high ra-
tio in the cost structure) to trainings, in line 
with the cost-benefit principle.

This requires a properly designed it system 
necessitated by the organisational structure of 
the institutions and the large number of cost 
bearers, that is, training programmes.
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