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Overview

• The Lebanese market of tertiary education has noticeably expanded over 
the last

• decade. On the supply side, the number of functioning universities, 
branches, and

• study centers reached 79 in 2011-2012. On the demand side, the number 
of students in

• tertiary education has also significantly increased to reach circa 192,522 in 
2011-2012.

• This paper sheds the light on the increasing competition in the private 
tertiary education market in Lebanon

• It also sheds the light income diversification at BAU



Introduction

• Worldwide tertiary education underwent a process of “massification” in the last 
century. 

• Worldwide trends are surprisingly similar, despite the major differences in 
educational systems and level of economic development across countries 
(Schofer & Meyer, 2005).

• This process has intensified over the last decade (Altbach, et al., 2009). 

• In almost all countries, two main trends are notably identified in most academic 
papers and reports

• The first trend is all about expansion and competition, referring to the expansion 
of existing universities, the number of universities, the number of students, and 
the number of majors. 

• The second trend is about university finance, highlighting lack of funding and its 
implications on university governance, financial autonomy, and quality assurance. 



Introduction

• Due to the market changes, Lebanese “traditional” universities are at a historical turning point which 
requires them to be innovative.

• Innovation in this context refers to that in processes as well as that of “positional goods”.

• As to processes, market dynamics have imposed on “traditional” universities to rethink the way they 
operate, and decide on their governance and funding models. 

• “Positional goods” refer to the provision of education that gives access to social prestige and income-earning 
(Hirsch

• 1976, cited in Marginson, 2006). 

• In absence of a strong regulatory framework, it is actually arguable as to what extent private HEIs provide 
any of these goods. As such, “traditional” universities must decide on the quality of education they are 
offering in a fiercely competitive environment. 

• These decisions have with no doubt important financial implications. As a case of good practice in financial 
management, 

• this paper presents the experience of Beirut Arab University (BAU), a well established university since 1961. 
More precisely, the paper focuses on BAU’s income diversification strategy in light of the increased 
competition in the private tertiary education market. 



Market Competition in the Tertiary Education 
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Market Competition in the Tertiary Education 
Sector in Lebanon – demand side
• On the demand side, the number of students entering higher education went 

from 132,145 in 2003-2004 to 192,522 in 2011-2012, that is a 45.6% increase. 

• In the private tertiary education sector, this number has increased by a greater 
percentage of circa 83% over the same period, from 64,960 to 118,824 (Center
for Educational Research and Development,

• 2013). 

• The more than proportional increase of the number of students in the private 
sector could mean the shift of students’ preferences toward private education or 
also the lack of capacity at the only public university in the country, the Lebanese 
University. 

• The future prospects of the private tertiary education sector are promising. In 
2011-2012, approximately 62% of higher education students were at private HEIs. 
This number was barely 50% a decade ago, justifying the large number of new 
entrants and their expansion.



Competition across Disciplines

• The intensity of competition is not alike across disciplines. Lebanese HEIs 
vary in terms of faculties, majors offered, historical roots, national and 
international reputation, employability of graduates, and ethical 
considerations. 

• As such, this differentiation allows the degree of competition to differ 
across majors, geographical locations, and other attributes. 

• Almost every HEI
• in Lebanon has faculties of business administration, arts, and sciences. 

Figure 4 shows the number of HEIs that offering a major in business 
administration since 1961. 

• Since 1996, the number has more than tripled, changing the market shares 
in favor of the “new” universities.



Competition across Disciplines – Business 
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The tertiary education market is “unconcentrated” and increasingly competitive. 



Market Share of Lebanese HEIs



The Implications of Competition on 
“Traditional” Universities’ Market Share



The Impact of Competition on Income 
Diversification at Higher Education Institutions –
Funding Model

(Source: European University Association, 2011)



Students across BAU’s Faculties (Data Source:
BAU’s Annual Report 2011-2012)

(Data Source: BAU’s Annual Report 2011-2012)



Income Diversification at BAU

• These changes have important financial implications on BAU. 

• One would expect the declining number of students to cause a parallel decline in tuition 
revenues. 

• Although the percentage change of number of students turned negative after 2007, suggesting a 
declining number of students, BAU’s tuition revenues maintained a growing trend. 

• In fact, the revenue figures are affected by two main reasons that allowed BAU to escape a 
revenue fall out. 

• On the hand, since 2007, BAU has shifted to a credit hour system that generates revenues per

• student that are different to than the annual system that existed before, notwithstanding the 
additional effect generated by the relatively mild tuition fees increase compared to the increasing 
expenses associated with the increased flexibility offered to students under a credit hour system. 

• On the other hand, and more importantly, BAU continued its efforts to enhance its financial 
management plan based on income diversification. 

• The plan aims to rely on more alternative funding sources, other than tuition fees. 



Income Diversification at BAU

• In the traditional model, as a private university, BAU has always been 
primarily dependent on students’ contributions. Tuitions have always 
made-up on average 90% of its overall revenues.

• The remaining revenues were received in the form of grants and 
donations. 

• Gradually, BAU has diversified its stream of revenues in order to 
develop a new funding model in light of the highly competitive 
market of tertiary education.





Other Revenue Streams Diversification in
2002-03 and 2010-11

(Data source: Finance Department, Beirut Arab University)



Income Diversification at BAU

• Students’ Contributions

• Other Revenue Streams
• Commercial Operations

• 78 dental units distributed throughout the faculty of dentistry equipped with state-of-the-art 
technology.

• Nutrition clinic to the community
• Legal Clinic
• BAU rented out some of its facilities to the private sector but more effort is needed at this level. 
• Center of Consultation

• laboratory testing and experimentation
• drugs analyses 

• Continuing Education
• Philanthropic funding
• European Union Funding
• Returns on Investment



Conclusion and Recommendations

• Contract with private partners
• BAU has established the Research Center for Environment and Development 

(RCED) in the Bekaa region.

• BAU is working on a fundraising and philanthropic strategy to get the required 
funding for a University Hospital

• Business Incubator

• Alumni Fundraising



Thank you 


