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The European university is in transition. The Bologna Declaration is not the reason but perhaps the main indicator. The process of change was initiated long before the meeting of ministers in Bologna in 1999, and it started at the national level. There are a number of possible reasons for the ongoing changes. They may be summarised as «the needs of society». This expression is often used when politicians need a reason for actions which are difficult otherwise to substantiate without treading on somebody’s toes; in this case the toes of the traditional European university. 

Sometimes politicians are less careful in expressing their opinion, and one may hear them say that changes were needed because the value of higher education and research as provided by the public university sector did not match the public spending allocation. In other words, the universities were much too expensive in view of their efficiency. Some would even suggest that the universities were the Sleeping Beauties of the European knowledge-based society. If that is true, you may say that the ongoing transition of the traditional university concept was triggered from within the universities themselves by lack of due diligence.
The reasons for the ongoing changes of higher educational institutions throughout Europe are, however, not the subject to be analysed in this paper. The aim is to establish an explanatory framework for analysing the transition; a framework which may provide some guidance for the strategic management of the higher educational institutions, and perhaps acceptance or even support from the members of the staff to the profound managerial and other organisational changes to come. It is an impossible task to include all the players in this attempt due to the fact that higher educational institutions in the European Union before the accession of the new member states numbered more than 3,000 entities primarily organised at national and regional levels and characterised by a high degree of heterogeneity (cf. The role of the universities in the Europe of knowledge COM/2003/0058).  Thus the focus will be on the slightly more homogeneous group of higher educational institutions, the traditional universities based on the Humboldt ideal of research-based teaching, i.e. primarily public universities forming a part of a state-controlled and funded higher educational sector.  

For this kind of universities I contend that a comparison with the situation faced by the national telephone monopolies 20 years ago is adequate. At that time the telecom-liberalisation started to gather momentum in Europe. I shall try to elaborate a bit further on how this thesis may be proven. 

Firstly, I have to put forward a very unscientific piece of evidence, namely a déjà-vu.  During the first part of the European telecom liberalisation I was a legal advisor to a Danish telephone corporation, a state-owned entity working under a concession. I had the opportunity to observe the difficulties such a monopoly faced in the process of adjusting to a competitive market and while loosing its monopoly it had, simultaneously, to prepare for and compete in a number of new fields while it underwent a metamorphic change from being a state owned telephone corporation to becoming a quoted telecommunication company.

When I became dean many years later, I did not expect my university to face almost the same kind of challenges as my former client, the telecommunication company. This comparison may, however, be substantiated by reviewing the three stages of the liberalisation of the those public sectors in Europe, which all to a certain extent have gone through the same legislative and economical transformation, namely the telecom-sector, the energy supply sector, the railways, and the postal services. 
The three stages of liberalisation of a state monopoly are
1) Creation of the conditions for a free, competitive market, 

2) Formation of the players on the new marketplace, and
3) Promulgation of the regulatory framework necessary to uphold the competitive conditions and at the same time secure the supply of the public services which was the reason d’être for the former state monopoly.
A key to establish a competitive market for higher education as well as a competitive market for telecommunication services is creation of transparency and securing market access. Transparency is also a key word in the Bologna process. By harmonising the structure of studies leading to academic degrees, by enhancing the application of ECTS to an accumulative system, by introducing the diploma supplement, by focusing on the output of higher education, qualifications, rather than the input, i.e. curricula, required readings, teaching hours, etc., the educational sector of Europe will become much more transparent than envisaged just a few years ago. Participants in the ELFA-organised thematic law network CICERO may remember the great difficulties facing our attempts to map the variety of law school programmes. I am convinced that we today are in a much better position to identify the core of legal education in Europe than we were in the late 1990's. 

Market access is perhaps slightly more complicated to create. There is, however, a distinct trend in the educational policy of many countries to accept merits or qualifications earned in other educational systems to count against the demands of the curriculum for the degree, the student is currently pursuing, and of course the impact of the free movement of workers, students and services in the EU plays a leading role in this aspect. In other words market access is created by the individual student’s right to accumulate qualifications obtained during studies at various European universities.
Also the possibilities for cross boarder educational offers driven by the concept of e-learning plays a role for market access, and realization of a European accreditation system or perhaps rather systems will provide new opportunities for market access for private suppliers of higher education and for private or public universities in other parts of the world.

The formation of the players on the new marketplace has already started. The prescription can be found in The role of the universities in the Europe of knowledge (COM/2003/0058):

«The structural reforms inspired by the Bologna process constitute an effort to organise [the diversity of universities] within a more coherent and compatible European framework, which is a condition for the readability, and hence the competitiveness, of European universities both within Europe itself and in the whole world ….

Today the trend is away from [the Humboldt ideal], and towards greater differentiation. This results in the emergence of more specialised institutions concentrating on a core of specific competences when it comes to research and teaching and/or on certain dimensions of their activities, e.g. their integration within a strategy of regional development through adult education/training.»

Thus, organisational harmonisation and institutional specialisation are prescribed. Some countries have already set foot on this path. As a - for me convenient - example I would like to focus on the development in the Danish university sector which in many ways is comparable with the development in other memberstates. 

Organisational harmonisation was one of the purposes of the Danish University Act (2003). According to this Act, universities have three obligations, research, education, and knowledge transfer.  The former state owned universities are converted to self-governing institutions headed by a board of directors with a majority of external members. The Act prescribes a vast selection of other standards for the organisational structure and management but it also foresees a high degree of university autonomy and as a precondition, the universities have to act in accordance with the needs of society. The University Act symbolically cuts the ties between state and university but the state funding and a number of administrative powers vested in the Minister of Research, Technology and Development are maintained. 
In accordance with the University Act, higher education in Denmark is currently undergoing a thorough reform, degree structures are harmonised to further interdisciplinary studies, and all bachelor degrees are required to give access to two or more master programmes. The universities are under an obligation to establish quality assurance and enhancement systems and to make such systems available for external auditing, national and international evaluation, and benchmarking. 
The University Act and a reform of the internal university financial reporting requirements are preparing the universities for outcome based funding which will be introduced in 2007.  A number of principles of the Danish Financial Statements Act already apply to universities. 

Commercialisation of patents in close cooperation with trade and industry is of course also implemented as a duty for institutions of higher education and research. This, and the addition of an obligation of knowledge dissemination to the former two main objectives of Danish universities, research and education, underlines that universities are obliged to cooperate with the private sector in accordance with a governmental plan entitled «New ways of interaction between research and industry - from thought to invoice» (2003).
The Danish university reform seems to be much in line with the trends of the Bologna process, and it clearly aims at creating entities able to meet the challenges of a competitive educational market.
Last but not least, a prerequisite for competitive market conditions is a regulatory framework able to maintain competition and at the same time assure the supply of public services. 
The liberalisation of the telecommunication sector was characterized by very complex regulation of the interaction between new and well established entities and a comprehensive consumer protection. The market for higher education does not call for such legislative complexity. It does, however, require a change from the present ex ante regulation of universities to ex post control allowing universities the freedom necessary to form and implement strategies for their future role on the competitive market. Maybe this is the ultimate challenge to the legislator and especially to the state and local administration as it implies a diminishing role for the state and local government in the day to day business of the university sector. In the telecommunication sector this was indeed an obstacle difficult to overcome.

Unlike the traditional liberalised sectors and state monopolies, higher education still need public funding. There is no dichotomy or inconsistency in public funding of entities on a market characterized by competition provided that the funding is non-discriminatory. One way to allocate non-discriminatory public funding to institutions of higher education without compromising competition is to ‘let the money follow the student’. This principle is already more or less stringent implemented in some memberstates, but the real challenge to the legislator will be to allow this principle to work transnationally.
Coming back to my déjà-vu and the comparison between the challenges to the telecommunication company in the late 1980’s and to the classic university of the early 21st century, I believe that the management in both cases has to introduce organisational changes to facilitate the shift from working under the protection provided by a state monopoly to the conditions of a competitive European or perhaps even global market. 
In Denmark this has had the effect that the traditional university democracy, i.e. that the governing bodies and university management originates from the ‘university population’ and their authority primarily derives from their ability to stand elections, has changed; the senate is substituted with a board of directors, a majority of which are representing various sectors of society while the academic staff and the students are assigned a minority of board positions. The rector, the deans, and the heads of departments are no longer elected but employed, and they may be recruited from outside the university, even from outside the university sector. The formal differences between university management and management of private enterprises no longer exist.  
The public telecom sector as well as the universities have had to realize that the public funding is diminishing and must be replaced by other sources of income. The CEO of the telecommunication company undoubtedly has a certain interest in stock exchange quotations whereas the Rector and chairman of the university board are absorbed in reading international university rankings published worldwide from Shanghai to London.

As is the case in the telecommunication sector the universities are looking for transnational strategic alliances, and both are trying to position themselves in the national environment by means of cooperation and mergers with various kinds of institutions of higher education and research.
And, finally, both organisations are developing new products with a somewhat greater eagerness than when protected by the safe walls of a monopoly.

Although one may choose to accept that the current conditions of European higher education have a striking similarity with the conditions of state monopolies under dismantlement, this does not lead to the conclusion that public universities in a few years will be privatized as has been the fate of the telecommunication enterprises. 

The comparison between telecommunications and universities serves to emphasize that huge changes can be implemented when the necessary political will is present even in a sector characterised by heavyweight players for many years enjoying and adhering to an ideal of immutability. The universities may learn from the experiences of the telecom sector that it is possible to create competition on a market for services previously regarded more or less as public goods, and once such competition is established, it is without mercy for the less qualified players.
This implies for example that there are no guaranties issued for the future status of a research university. Some universities currently upholding the Humboldt ideal of research-based teaching may see themselves transformed from research-based entities to mass education institutions primarily serving the local or regional needs for higher education and training and having only a rather slim budget for research. Thus, due diligence will be required from the new governing university bodies and a management with excellent knowledge of best practices in change management will be in high demand.
One of the challenges such a management will be facing is the topic of this conference, namely the ability to implement systems for quality assurance and enhancement in teaching as well as in research. Such systems are necessary for the internal quality enhancement but also a prerequisite for the confidence of society to the university, especially to its ability to maintain high quality and standing nationally and internationally. Without this trust universities are unable to gain the public funding and managerial freedom necessary to meet the challenges of a competitive market for higher educational services.    
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