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ABSTRACT

Relevance. Education is a significant factor in economic growth. However, the dis-
cussion about the principles for distributing higher education funding is still open,
and the cases of individual countries are not sufficiently covered in research literature.
Research objective. The study aims to determine the principles of financing
based on the case studies of Russian universities. Foreign financing mechanisms
are analyzed and compared with Russian practice that has similar foundations.
Financing mechanisms are classified according to their distribution principle.
Data and methods. The statistical base for the study is the data of a large-scale
higher education monitoring project of 2019-2021. The study was conducted in
more than 650 Russian universities. In order to determine the principles of financ-
ing, a correlation analysis is carried out to identify the correlation between the in-
dicators. Universities are grouped by regions with different socio-economic char-
acteristics, subgroups of universities within the regional division were identified.
Results. The distribution of funding among Russian universities is based on the
principles of quasi-competition and equalization. Universities located in regions
with low indicators of socio-economic development are mainly financed to achieve
equalization of educational activities, and, as the socio-economic situation in the re-
gion improves, funding is channeled into equalization of research activities. Anoth-
er more obvious conclusion is that research activities of universities that participate
in state programs are funded based on competition, while other universities have
lower correlation between indicators, which leads us to the assumption that other
universities' research activities are funded based on the principles of equalization.
Conclusions. The novelty of the study is the results that enrich the understanding
of the principles for funding distribution in the Russian higher education system.
Contrary to most studies of the concentration of resources around a limited num-
ber of institutions, the study concludes that resources and funding are distributed
based on equalization, supporting the less competitive units of the system, and
directing funding to regions with less stable socio-economic characteristics.
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AHHOTAIINA

AKTya}II)HOCTI). O6paSOBaHI/I€ ABJIACTCA 3HAYVIMbIM q)aI(TOpOM 9KOHOMMYECKO-
Tro pocTa. HpI/I 9TOM OTKprTOf;I OCTae€TCA AMCKYCCUA B 9aCTU IIPMHINIIOB pac-
npeyeneHys GUHAHCHPOBAHNA BbICIIEro 00pa3soBaHs, M B TO JKe BpeMs MeHee
MN3Yy9€HHDBIM BOIIPOCOM C TOYKM 3pE€HNA OCBELIECHIA KelcoB OTHE/NbHBIX CTPaH.
Iens nccnepoBanus. Viccnenopanye HallpaBlIeHO Ha OIIpeJie/IeHlie IPUMHIUIIOB
¢duHaHCHpOBaHMs Ha IpUMepe KeliCOB pOCCUIICKUX BY30B. IIpoananusuposa-
HbI 3apy6e>KHbI€ MEXaHM3MbI qJI/IHaHCI/IpOBaHI/IH M IPpENCTABJIEHO VX CPAaBHEHNE
C POCCUIICKOIT MPAKTHUKOIL, KOTOpas MMeeT CXOXKIe OCHOBBI. MexaHu3msl ¢u-
HAHCUPOBaHNUA KIacCU(UIMPOBAHbI 110 IPUHIUITY UX pacIpefeneHns.
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auubie 1 MeToabl. CTaTUCTIYECKOIT 6a30I1 MCCIIEOBAHNIS CTYXKAT [JaHHbIE MO-
HUTOPUHTA BBICIIEro obpasoBanms 3a 2019-2021 rr. VMccnenoBanue poBeeHo
6oree yeM 110 650 poccuitckuM BysaMm. C I1e/Ibl0 OIpefieNieHNs IPUHIUIIOB (-
HAHCUPOBAHMUA IIPOBOJUTCA KOPPEALMOHHDIN aHA/IM3 HA TIPEIMET BbIABIEHNUA
B3aMMOCBA3M MEX]y ITOKasarensamu. IIponssesieHa rpynnmpoBKa By30B 110 pern-
OHaM C pa3/IMYHbIMI COLMA/IBHO-9KOHOMMYECKVIMI XaPAKTEPUCTUKAMMY, BbIJIETIe-
HBI TIO/ITPYIIIBI BY30B BHYTPU PErMOHATIBHOTO JIEJIEHNA.

Pesynprarsl. Pacripenenenue dprHancrpoBanus cpeny By3os PO ocHOBbIBaeTcs
Ha IPUMHUUIAX KBa3MKOHKYPEHUMM U BbIpaBHMBaHMUA. Bysbl, pacrionoxXeHHbIe
B PErMOHaxX C HU3KMMM IIOKa3aTe/IAMU COLMAIbHO-3KOHOMUYECKOTO PasBUTHA,
GbVMHAHCHPYIOTCA TPENMYIECTBEHHO 10 IIPYHIMITY BHIPABHMBAHMA B 60/IbIIIet
YacTU OTHOCUTEIBHO 00OpasOBaTEeIbHON JIEATebHOCTH, II0 Mepe YIy4IIeHs
COLIMA/IbHO-9KOHOMIYECKOTO COCTOSIHIA PErMOHa, (PUHAHCUPOBAHNUE Ha YCIIO-
BMAX BbIPAaBHMBAaHMA HAIPaB/IEHO HAa HAYYHYIO JIeATENbHOCTb BY30B. [Ipyroi
BBIBOJI, 007Iee OUeBU/IHDII, HayYHAA IesATe/IbHOCTb BY30B-Y4aCTHIKOB FOCy/iap-
CTBEHHBIX IPOrpaMM GMHAHCHUPYETCs Ha YCIOBUAX KOHKYPEHIUMN, B TO BpeMs
KaK OCTa/IbHbIE BY3bl MMEIOT MEHDIIYIO 3aBUCUMOCTD MEX/y ITOKa3aTe/lAMMU, B
pe3y/IbTaTe 4ero, MOXKeM IIPeAIIONIOKUTD, YTO (pUHAHCHPOBaHNe HAyIHOI Je-
ATEBHOCTU OCTA/IbHBIX By3aX OCHOBBIBAETCA HA IPUHIINIIAX BHIPABHUBAHMA.
Brisoppl. HoBusHOI uccnefoBanusa ABIAAKTCA Pe3yabTaTbhl, PaCIIMPAOIIVE
IpefcTaBlIeHre O NPUHIMIAX paclpefieneHnsa (GUHAHCUPOBAHMA B CHCTEMe
POCCHIICKOTO BBICIIEro 06pasoBaHus. B mpoTuBoBec 60/IbIINHCTBY MCCIEI0Ba-
HUJ O KOHLEHTPALUM PEeCYyPCOB B KPYI'y OTPaHMYE€HHOIO KOMMYECTBA BY30B, B
VICCTIENOBAHNM JIE/TAETCA BBIBOJ, YTO PACIPENle/IeHNE TAKXKE OCYLIECTB/IAETCA Ha
YC/IOBUSAX BBIPABHUBAHNA, HOJiePKUBas MeHee KOHKYPEHTOCIIOCOOHBIE eM-
HULBI CUCTeMBI, 11 HallpaB/iAsd (PMHAHCHUPOBAHME B PEIVIOHBI C MeHee yCTON4N-
BBIMM COIIMA/IbHO-9KOHOMUYECKMMU XapaKTePUCTUKAMMU.
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Introduction

Education is a significant factor in economic
growth. Many studies have proven a positive cor-
relation between investment in a country’s human
capital and its economic development (Hanushek,
2015). Countries that recognize the importance of
knowledge, flourish, whereas those that do not -
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hinder their own socio-economic development.
However, these conclusions are not unanimous,
worth noting are studies that give other argu-
ments (Benos, 2013). Nevertheless, many nation-
al (Kolosnitsyna, 2021) and foreign (Maneejuk,
2021) researchers have come to the conclusion
that investment in education has a positive effect
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Figure 1. Higher education spending as a share of GDP worldwide 2019
Source: Data on Russia taken from Form Ne VPO-2 (2021). URL: https://minobrnauki.gov.ru/action/stat/highed/; OECD
(2022). Resourcing Higher Education in Portugal. OECD Publishing, Paris. 170 p. https://doi.org/10.1787/a91al75e-en.

on developed countries. Developing and main-
taining regional higher education systems allows
regions to develop and prevent the outflow of the
younger generation (Maneejuk, 2021). Converse-
ly, increased public spending on higher education
in developing countries with low levels of primary
education does not have a positive effect.

At the same time, the discussion about the
principles for distributing higher education
funding in different types of economy is still open.
On the one hand, there are arguments for basing
funding on competition and quasi-competition
(Agasisti, 2020), leading to differentiation of
universities within the system. On the other hand,
it is noted that “in poorer developing countries,
competition and market mechanisms will not
work, and it is necessary to invest in higher
education as a public good” (Marginson, 2006: 36).
Musgrave R.A. drew attention to this much earlier
(Musgrave, 1969): he advocated higher levels of
publicinvestmentin higher education for countries
with lower levels of economic development, and
lower levels of public investment for countries
with higher levels of economic development.
Yonezawa A. and Kaiser E also support the idea of

R-ECONOMY 4

state control, arguing that “only through actions
taken at the state level, specific recommendations
set out in the corresponding documents of the
1998 World Conference on Higher Education, are
implemented” (Yonezawa, 2003 ).

Figure 1 shows public spending on higher
education in relation to GDP. Total public and
private expenditure on higher education in Russia
is about 1% of GDP, which is 2.5 times less than
the maximum value shown in the figure.

If these costs are recalculated per student, the
gap is even wider: it is twice less than the average
for the Eurozone countries, 2.1 times less than in
Germany; 2.3 times less than in Japan; 3 times less
than in Great Britain; and 3.5 times lower than in
the USA (Figure 2).

Within the framework of this study, we will
outline the following challenges for the higher
education system: the need to invest in education
as a factor in the development of the country’s and
the region’s economy, the dependence of higher
education in many countries on state funding,
and for the Russian Federation in particular, we
can note the lack of financing in comparison to
international practice.

r-economy.com
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Figure 2. Total expenditure on tertiary educational institutions per full-time equivalent student, 2019
Source: Data on Russia taken from Form Ne VPO-2 (2021). URL: https://minobrnauki.gov.ru/action/stat/highed/; OECD
(2022). Total Expenditure on Educational Institutions per full-time Equivalent Student (2019): In Equivalent USD Converted

Using PPPs for GDP, Direct Expenditure within Educational Institutions, by Level of Education, in Education at a Glance 2022:
OECD Indicators, OECD Publishing, Paris, https://doi.org/10.1787/80998d78-en.

The objective of the study is to analyze foreign
and Russian experience in financing the higher
education system, to identify the principles of
financing in the Russian higher education system.

Based on their experience in the field of higher
education research, the authors hypothesize
that the mechanisms for distributing funding
are based on two principles: on the principle of
competition and on the principle of supporting
less competitive units of the system.

Theoretical basis

The main sources of funding for higher
education are: public, private and foreign funds.
However, this list can be detailed further. Thus,
Chernova E. (Chernova, 2017) distinguishes
8 sources, identifying subgroups in each main
group (private funds: donations, funding received
from companies, self-financing, etc.).

For a long time, public expenditure was the
main source of funding for universities in most
countries (US universities (Geiger, 2004; Becker,
1993 ), except for countries in South and East Asia
and Latin America (Varghese, 2021). However,
public funding still plays an important role: based
on surveys, it can be noted that “in Europe, public
expenditure is much more significant than in the US

R-ECONOMY 4

(Varghese, 2015: 209)”, and remains the dominant
source of funding, accounting for 50 to 90 % of
university income (Estermann, 2013). Thus, in
Germany core funding from state grants accounts
for about 80% of the universities’ institutional
income (Estermann, 2022: 33); French universities
receive 80% of their income as public funding
(Foret, 2021), Portuguese universities this figure
reaches an average of 64%, including R&D grants
from public funds (OECD, 2022b: 71') (Figure 3).
Higher education institutions in Russia,
including private universities, receive 61% of their
finances from public funds, (public universities
- 63%). This distribution of funding between
private and public sources reflects the position
of Marginson S., Musgrave R. - in developing
economies, public funding gives a positive return.
Until recently, state programs of financing science
and higher education brought positive effects - an
increase in publication activity (Prakhov, 2021;
Matveeva, 2021), a change in the researchers
migration trajectory, an increase in their mobility
(Sudakova, 2021), higler positions of universities
in international rankings etc. However, the
latest destructive geopolitical events allow us to

" OECD (2022b). OECD Statistics — Education and Train-
ing, OECD. Stat, https://stats.oecd.org/
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Figure 3. Expenditure on higher education institutions by source (Share of expenditure on public and

government-dependent HEIs by source, 2018)

Source: Data on Russia taken from Form Ne VPO-2 (2021). URL:https://minobrnauki.gov.ru/action/stat/highed/; OECD
(2022): OECD Indicators — Education at a Glance 2022. 462 p. https://doi.org/10.1787/3197152b-en

form only evaluative conclusions about the new
challenges brought by these changes.
So, despite the fact thatalmost all countries have

the same sources of funding, in different countries

they are, firstly, presented in different proportions,
and secondly, there are different mechanisms for
distributing this funding (Table 1). ).

Table 1
Mechanisms for distributing higher education funding
Mechanisms for o ]

distributing funding Characteristic Countries
Block grants, Include three components: on a historical basis, via a funding formula or European
including: through a performance contract countries
1) Perfor- Distribution of a fixed amount of money among institutions based on their rela-
mance-based tive performance. Performance or development contracts, and goal-setting agree-
funding ments whereby certain goals are agreed between the sponsor and the university,

also related to performance-based funding, although they do not always have a

direct impact on funding and vary in nature.
2) Funding Formula |Input indicators are used (the number of students enrolled); in addition, other

indicators, with less weighting, are used in the formula, and they differ between

countries (doctoral degrees, international activities, etc.)
3) Performance The amount allocated for a specific purpose as a result of negotiations between 13 coun-

Contracts

universities and distributed by the university. In some countries (Germany - 2%
and 5%, the Netherlands - 7%, Denmark - 1%, the Netherlands, Austria, Finland,
Latvia - up to 100%), the legislation sets the minimum percentage of the total
university funding. Evaluation of the achievement of results is not always strict,
sometimes it serves as a tool for regulating the university management policy.

ties-members

of OECD, some
states of the USA
(OECD, 2019a)
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Mechanisms for

distributing funding Characteristic Countries

Excellence Pro- Funding is channeled into research and supporting large initiatives. The | The standard is

grams amount of allocated funds and directions are much wider than with the programs of
research grants (research initiatives, campus construction, establishing Germany and

doctoral schools, regional integration of universities, etc.).

France. Similar
programs exist in
China, Russia, and
other countries.

Itemized distribu-
tion of funding

the a

Funds are allocated strictly according to the items of expenditure, there
is a tight restriction on the redistribution of funds between budget
items. Such a mechanism results in a high level of financial control and
transgarenc for the central budgetary authorities, but drastically limits
ility of institutions to take responsibility for resource management | Greece (OECD,
and make strategic decisions on resource prioritization.

Rarely in Euro-
pean countries;
remain the main
mechanism in

2018), Korea,
state universi-
ties in Mexico
(OECD, 2019),
public universi-
ties of the Russian
Federation
(Agasisti, 2020)

Competition-based
(grants, projects)
infrastructure.

Funds are allocated on a competitive basis, as a rule, from research founda-
tions, for a limited period, aimed at supporting research, human resources, and | countries, includ-

The majority of

ing Russia

Source: Budget Code of the Russian Federation No. 145-FZ of July 31, 1998 (as amended on December 28, 2022), article 161;
OECD (2018). Education for a Bright Future in Greece, Reviews of National Policies for Education, OECD Publishing, Par-
is. https://dx.doi.org/10.1787/9789264298750-en; OECD (2019). The Future of Mexican Higher Education: Promoting Quality
and Equity, Reviews of National Policies for Education, OECD Publishing, Paris. https://dx.doi.org/10.1787/9789264309371-en;
OECD (2019a). University-Industry Collaboration: New Evidence and Policy Options, OECD Publishing, Paris, https://dx.doi.

org/10.1787/e9cle648-en.

Figure 4 shows the relationship between
mechanisms and classification characteristics.
This study distinguishes three principles for
financing higher education:

» competition/quasi-competition-based: the
more competitive units of the system are financed.
However, the mechanisms for distributing finances
based on competition lead to high differentiation
within the system and compression of the number
of units of the system;

o based on equalization: all units of
the system are financed, including the less
competitive ones; the principle can be carried
out through allocating places at universities paid
for by state subsidies, maintaining competitive
wages, developing infrastructure in order to
preserve and evenly distribute human capital
across regions;

« based on investment: funding can be used
to develop the infrastructure of higher education,
to enhance universities’ competitiveness, and to
develop promising areas of training.

In European countries, funding is a block
grant (Pruvot, 2015; OECD, 2020) (table 1) which

2 OECD (2020). Resourcing Higher Education: Chal-

lenges, Choices and Consequences. Higher Education. OECD
Publishing, Paris, https://doi.org/10.1787/735e1f44-en.

R-ECONOMY 4

includes three components; the ratio between
these three components is different in different
universities, and funding in some European
countries is long-term, i.e. the funding budget is
set for up to four years (Pruvot, 2017).

The considered mechanisms correlate with
the mechanisms of financing higher education
in the Russian Federation. Performance-based
funding and funding formula are represented
in the Russian Federation by subsidies provided
to universities as part of the implementation
of the government assignments’. The founders
determine the volume of public services
for organizations when devising the state
assignment for the provision of public services
for the next financial year and planning
period, and when assessing the achievement
of indicators of the volume of public services
in the reporting financial year. Permissible
deviations from the target indicators of the state

> Order of the Ministry of Science and Higher Ed-
ucation of the Russian Federation of October 28, 2021
No. 989 “On approval of the methodology for the for-
mation of the government assignment for the provision
of educational services in the field of higher and second-
ary vocational education for the next financial year and
planning period”
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Mechanisms for distributing funding through students

Voucher system (Government
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Mechanisms for distributing funding through students

Figure 4. Correlation between mechanisms for financing higher education and principles of distribution
Source: compiled by the authors*

assignment are set’. Funding formula manifests
itself in the cost of providing one unit of service
and achieving absolute values. For example, the
target admission figures determine the number
of places (hereinafter referred to as TAF) for
which the university can attract students with the
appropriate exam scores; later on, the university
receives state funding based on the number of
enrolled students, but not more than the TAF.

Excellence programs are implemented not
only in European countries, but are also a tool for
supporting universities’ development in China (the
“211” and “985” projects, etc.), and Russia (5/100
Program, Priority 2030, campus construction
programs). In the Russian Federation, programs are
implemented based on competition, on achieving
roadmap indicators, i.e. set target indicators with
certain funding: funding for the next financial
year is distributed based on the achievement of the
current year indicators.

With regard to the distribution of funding
through research foundations, the distribution
mechanism is also based on competition, with the
focus on achieving the set targets.

* The figure was updated on August 16, 2023 (the content
remained unchanged).

® Order of the Ministry of Education and Science of the
Russian Federation of March 15, 2021 No. 172 “On approval
of the procedure for determining and applying the permissible
(possible) deviations of the values of quality indicators and (or)
volume from the established values of quality indicators and
(or) the volume of public services when devising government
assignments for the provision of public services for a federal
state budgetary or autonomous for which the Ministry of Sci-
ence and Higher Education of the Russian Federation exercises
the functions and powers of the founder”

R-ECONOMY 4

Higher education in the Russian Federation is
funded through the students’ (their households’)
finances as follows:

o targeted funding - a small share in the
structure of Russian universities’ income (4% of
all funds for educational activities in general for
universities of the Russian Federation®): tuition
is paid by an organization in which a university
graduate must work for a predetermined period
(3 years, as a rule) after graduation. Financing
is provided by agreement between households
and the organization, to a specific university or a
university of their choice, the choice of the degree
field is carried out in the same way;

» household funds (private funding) are
the main source of funding in some areas of
training;

o public funds through the provision of
the number of “state-funded” places which are
determined by the admission targets and represent
a complex mechanism’. This mechanism can

¢ VPO-2 form “Information on the material, technical
and information base, financial and economic activities of an
educational organization of higher education” // Ministry of
Education and Science of Russia. 2022.

7 Order of the Ministry of Science and Higher Education
of the Russian Federation of November 1, 2021 No. 996 “On
approval of the Procedure for conducting the competition for
the distribution of target admission figures by areas of training
and (or) enlarged groups of specialties and areas of training for
studying in educational programs of higher education, and also
by groups of research specialties and (or) research specialties
for training programs for the training of research and pedagog-
ical personnel in post-graduate school in state-funded places
financed from the federal budget” // Official Internet portal of
legal information. URL: http://publication.pravo.gov.ru/ Doc-
ument/View/0001202111250038 (accessed on 05.02.2023)
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combine all the three principles (Figure 4). We
assume that the equalization principle manifests
itself when state-funded places are provided to
remote regions with less competitive units of
the system in order to preserve human capital in
the regions, and investment principle is used for
developing promising areas of training, or those
that are important for the socio-economic sphere,
but are less popular with applicants.

Thus, different mechanisms for financing
higher education form different systems and
their characteristics: increasing the gap between
universities (Agarkov, 2019; Abankina, 2013),
monopolizing the units of the system (Sudakova,
Sandler, 2022), creating competitive universities
and world-class universities, ensuring equal
opportunities for higher education (allocating quotas
for applicants from low-income families (Dill, 1997),
developing infrastructure. Building a full picture of
the state of higher education will make it possible to
respond to the socio-economic, technological and
global challenges of our time in a timely manner.

Despite the fact that there are a large number
of studies focused on diagnosing the state of
higher education (Sandler, 2020; Sandler, 2021),
on assessing the degree of differentiation of the
units within the system (Kuzminov, 2014), in our
opinion, they overlook an important characteristic
of the higher education system - principles for the
distribution of funding.

Methods and data

The principles of distribution of resources,
in particular public funding in the Russian

100 12 @
=
g %0 -
S
m 4
gg 80
'UU
SE 70 -
S E
% s 0
=]
c 2 50
a5
2 £ 40+
-]
22 30
=3 .
8 2 9
g 0 @9
A )]
D_
_1[}_

higher education system, are identified through
economic and statistical analysis methods. The
statistical base for the study is the data of a large-
scale higher education monitoring project of
2019-2021 (Education in Russia, 2021)8°.

The database has statistical information for the
period of 2019-2021, consisting of indicators for
more than 650 public and private Russian univer-
sities (2019 - 681, 2020 - 670, 2021 - 662 universi-
ties). The indicators used for the study include the
number of students, the university’s income, the
number of faculty members, and publication ac-
tivity. All indicators are detailed by funding sourc-
es, mode of education, etc.

The study tests the hypothesis about the
distribution of funding shown in Figure 4,
assuming that universities located in regions with
less competitive socio-economic characteristics, are
funded according to the principle of equalization,
i.e. universities in these regions are financed with
less reference to qualitative indicators (for example,
a decrease in the average USE score; number of
students in state-funded places; funding is equal to
that of more competitive universities), in order to
enhance their competitiveness. Universities were
divided into groups and subgroups for the analysis.

To assess the socio-economic state of the
region, the following indicators for express analysis
were selected: the share of gratuitous revenues

# Information and analytical materials based on the results
of monitoring the activities of educational institutions of high-
er education // MIREA - Russian Technological University. The
main information and computing center. URL: www.miccedu.ru

° Education in Russia - 2021. Statistical Bulletin. Moscow:
MIREA Russian Technological University, 2021. 363 p.

92021

@2019

Number of universities

Figure 5. The share of public funds for educational activities in the total income

of public and private universities
Source: compiled by the authors based on the «Data on Russia taken from Form Ne VPO-2 (2021).
URL: https://minobrnauki.gov.ru/action/stat/highed/»
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in the structure of budget income - shows how
independent the budget is; GRP per capita — shows
how rich the region is; migration growth - we
assume that the negative value of this indicator
evidences the unattractiveness of the region.

In order toidentify the equalization mechanism,
it seems relevant to analyze revenues from budgets
of all levels, since income from educational activities
accounts for 66% of the total income of universities
(2021), while the volume of finances for educational
activities from the budgets of all levels accounts
for 43% of the total income of universities. Figure
5 shows the grouping of universities according to
the share of public funds for educational activities
in their total income, the intersection of the X
and Y values shows how many universities have a
similar share. For example, in 2019, one university
was 100% funded from the state budget, and all
funding was directed to educational activities; the
share of public funding for educational activities
of 35 universities was 0. The graph for the share of
federal funds in the structure of university income
looks similar. Since the study reveals that university
financing is based on equalization, of interest are

only those universities that have a share of federal
funding in their budget structure.

One of the first objectives of the study is
to distinguish groups of regions according to
their socio-economic characteristics: GRP per
capita; migratory inflow; income structure
of the consolidated budget; priority regions
for development’. The regions of the Russian
Federation are highly differentiated, and the
support of some regions is already reflected in the
level of distribution of inter-budgetary transfers
(Sudakova, Agarkov, 2022). Thus, the indicators
allow us to rank the objects of study, and categorise
them into several groups. Using the SPSS software
application, the subjects of the Russian Federation
are divided into 4 clusters - Figure 6 shows data
visualization in three-dimensional space. Table 2
presents the quantitative description in each group.

19 If we focus on the state program “Balanced Regional
Development’, then it covers a relatively small number of the
constituent entities/subjects of the Russian Federation: the Ka-
liningrad region, the North Caucasian region, the Far Eastern
Federal District, the Republic of Crimea and the city of Sevas-
topol. Universities located in these subjects of the Russian Fed-
eration will be analyzed separately.

Table 2
Characteristics of subjects (regions) by groups
Group Migration inflow, thousands of people
l‘lll)lm- R Minimum Maximum Number of subjects
er value value Negative value Positive value
1 10,7 -29 23,9 2 4
2 9,4 -43 113,0 10 23
3 1,0 -7,6 15,4 19 21
4 2 -1,5 9,3 2 2
GRP per capita, thousand rubles/person
Group . , Number of subjects *
number | Average value Minimum Maximum . Above the average
value value Below the average value in the RF lue i 5
value in the RF
1 1112 9542 1568 0 5
2 555 454 757 3 30
3 325 142 425 40 0
4 2790 1994 5072 0 4
G Share of gratuitous receipts (subsidies, donations), %
roup Minimum Maximum Number of subjects**
number Average value value value under 10% 1J1-39% over 40%
1 18,9 2,7 52 2 3 1
2 23 5,8 48 2 29 1
3 47 17 87 0 16 24
4 13 4,5 35 3 1 0

Note: * to indicate the boundaries of the indicator, the average value for the Russian Federation is used, however, the indicators
of the super-rich subjects of the Russian Federation (Moscow, YNAO, KhMAO, Magadan, Sakhalin regions) are excluded; average
value - 467 thousand rubles (2021); ** the boundaries of the level of gratuitous receipts are presented in accordance with paragraph 3
and paragraph 4 of Article 130 of the Budget Code, the designated boundaries provide for a different level of authority of the subjects.

Source: compiled by the authors based on the gks.ru
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Figure 6. Visualization of groups in 3D space
Source: compiled by the authors based on the gks.ru in SPSS

Table 3 shows the regions included in the
group, and the characteristics of each group.
Thus, in terms of the identified socio-economic

characteristics, the regions of groups 4 and 1 are
the most favorable, and the subjects of group 3
have the worst characteristics.

Table 3

Characteristics of groups of regions

Group Group description

Number of subjects in the group,
representatives

Most subjects are characterized by a positive migration balance (for 4
1 out of 6), GRP per capita is several times higher than the average level
in the Russian Federation, while the share of gratuitous receipts has a

different value in the group, but mostly no more than 39%.

6 subjects

Moscow, Krasnoyarsk Territory,

St. Petersburg, Murmansk Region,
Republic of Sakha, Kamchatka Territory

Most of the subjects in the group have a positive migration balance
) (23 out of 33), the average GRP per capita is slightly higher than the
average for the Russian Federation, the share of gratuitous receipts is
in the range of 11-39%.

33 subjects,
Belgorod Region, Republic of Tatarstan,
Perm Territory

GRP per capita is the lowest in the country, and the value is below the

3 average for the Russian Federation; 50% of the subjects in the group have
a negative balance; for 50% of the subjects the share of gratuitous receipts
is mainly in the range of 11-39%, for the rest it is more than 39%.

40 subjects,
Pskov region, Republic of Kalmykia,
Dagestan, Chechnya

Positive balance of migration growth (with the exception of Yamal-
4 Nenets Autonomous Okrug and the Magadan region), a low share of
gratuitous receipts, GRP per person is several times higher than the
average - the highest values in the Russian Federation.

4 subjects, Khanty-Mansi Autonomous
Okrug, Yamal-Nenets Autonomous
Okrug *, Sakhalin Region, Magadan
Region

Note. * Yamalo-Nenets Autonomous Okrug is included in group 4; however, the region is excluded from further analysis, as it does

not include universities that have students studying in state-funded places.
Source: compiled by the authors

Figure 7 shows a cartographic visualization
of the distribution of regions (subjects) by groups.
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Figure 7. Groups of Russian Federation regions according to socio-economic characteristics
Source: compiled by the authors

Further analysis is based on the values of
university performance indicators; the average
values in subgroups are determined, the
correlation between indicators is calculated, and
a data reliability test is carried out.

Results

First, 4 groups of regions were identified
based on their socio-economic characteristics.
Further analysis is carried out within these groups,
with universities divided into subgroups: (1) all
universities within the group, (2) universities
located in regions with positive migration (PM),
(3) universities located in regions with negative
migration (NM), (4) universities located in regions
with negative migration and a share of gratuitous
receipts of more than 40% (NM GR >40). The
analysis for (2), (3), (4) is presented in the context
of universities with a “special” status (hereinafter
“ §7), ie. those that are program participants
(5/100, priority-2030) and/or those that have been
assigned a status (National Research University -
NRU, Federal University - FU, etc.) and universities
withoutastatusand/or not participating in programs
(hereinafter “_w”). In addition, data are presented
separately for all universities, without dividing them

R-ECONOMY 4

into groups of regions. Universities in group 1 are
represented by heterogeneous characteristics: thus,
along with more attractive regions and universities
in Moscow and St. Petersburg, the group includes
universities in the Murmansk region, the Republic
of Sakha, and the Kamchatka Territory.

The calculation of average values showed
(Table 4) that as the regions socio-economic
indicators deteriorate, the share of income from
the federal budget increases, mainly due to
students studying in state-funded places, and so
does the share of such students, while the average
USE score of students in state-funded places lowers
(Figure 8a). The situation with the indicators of
research activity is different: they increase as the
region’s socio-economic indicators improve, and
universities with and without special status show
the same trend, but universities that participate in
state programs and/or those with a special status
have higher indicator values (Figure 8b).

Despite these two divergent trends, it should
be noted that the university’s total income per
academic staff member increases as the socio-
economic characteristics become worse, and
participating universities and/or universities with
status have higher values (Figure 8b).
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Figure 8. Comparison of average values in university sub-groups
Source: compiled by the authors based on the «Data on Russia taken from Form Ne VPO-2 (2021).
URL: https://minobrnauki.gov.ru/action/stat/highed/»

Table 5 shows the coefficient of variation for
groups and sub-groups, the deviation of the data
from the average value in the sample is within 10.
However, if the average USE score in groups 2 and 3
is within 5, then the variation of specific indicators
(“Income from R&D per academic staff member”
and citation rates) exceed the allowable values
(more than 30%), which indicates the heterogeneity
of the sample according to these indicators.

In order to clarify the mechanisms for
distributing funding, we conducted a correlation
analysis of research-related indicators (Table 6):
a positive correlation between the indicators will
allow us to conclude that funding is distributed
based on competition, while the absence of
such correlation means distributions based on
equalization.

Table 6
Indicators of correlation coefficients by indicators of universities
. 3_s, PM, _s, PM,

Coeflicients 2 sPM | 2 sNM GR<40 | -5 PM GR < 40 s NM
University income from R&D and the number of citations
in WOS** 0,4 0,3 0,6 0,5 0,4 0,3
University income from R&D and the number of citations
in Scopus** 0,4 0,4 0,7 0,5 0,5 0,4
University income from R&D and the number of
publications in WOS*** 0,6 0,5 0,7 0,6 0,6 0.4
University income from R&D and the number of
publications in Scopus*** 0,6 0,7 0,6 0,6 0,5 0,5
Data validity (calculated in SPSS, 95% confidence interval)

100% 100% 100% 100% 100% 100%

Cronbach’s alpha reliability coeflicient based on
standardized items a>0,7 a>0,8 a>0,75 a>0,7 a>0,7 a>0,6
Cronbach’s alpha reliability coeflicient based on
standardized items a>0,6 a>0,5 - a>0,6 a>0,6 a>0,5

Note: *The number of students admitted for full-time studies in bachelors and specialist’s degree programs in state-funded places
based on the results of the Unified State Examination; **The number of citations of papers published over the past 5 years, indexed in the
information and analytical system Web of Science Core Collection (or Scopus), per 100 faculty members; **The number of publications
indexed in the Web of Science Core Collection (or Scopus) per 100 faculty members.

Source: compiled by the authors based on the «Data on Russia taken from Form Ne VPO-2 (2021). URL: https://minobrnauki.

gov.ru/action/stat/highed/»
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There is a correlation between the following
indicators: (*) income from R&D and (*) the
number of publications (Table 6), with the
value of the correlation coefficient decreasing
as the region’s socio-economic characteristics
deteriorate. It should be noted that the correlation
coefficient between similar indicators for
universities without a status is below 0.4.

Thepresented dataallow us to make a conclusion
about a possible difference in the mechanism for
distributing funding among different groups of
regions. Thus, regions with less favorable socio-
economic conditions receive budget funding with
a lesser focus on university performance indicators.
Another pattern was identified: as the socio-
economic characteristics of the region improve (in
our case, universities in group 3), funding is directed
to the development of research activity based on the
principles of equalization.

The correlation between the indicators of
the universities’ educational activities allows us
to draw a conclusion regarding the mechanism
for distributing funding: less correlation between
indicators related to research activities is observed
among universities in group 3, as well as among
universities without a special status in group 2.

Our study comes to a slightly different
conclusion than that presented in the work
of Abankina I.V,, which states that “foreign
countries try to increase financial support for
higher education and the system’s flexibility, and
not pursue a policy of focusing efforts solely on
supporting leaders, like in Russia” (Abankina,
2019).

Conclusion

The study is aimed at determining the
principles for the distribution of funding among
Russian universities. The significance of the
study is justified by the fact that the importance
of financing higher education as a means of
investing in the public good has been proved
more than once. Thus, the study analyzed foreign
funding mechanisms and compared them with
Russian practice, which has similar foundations:
competition-based funding (mainly grants from
research foundations), development programs,
funding by formula (government assignments),
etc. The analyzed funding mechanisms are
classified according to the principle of distribution.

Based on the accumulated experience, the
study puts forward a hypothesis about the possible
existence of two principles for financing Russian
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higher education. The hypothesis was partially
confirmed. However, the additional findings
obtained, expand the understanding of higher
education funding.

First, as the region’s socio-economic
characteristics deteriorate, there is an increase
in the value of some indicators (for example, an
increase in the share of income from the federal
budget; the share of students studying in state-
funded places, the number of students per 1
teaching staff member) and a significant decrease
in other indicators (for example, the average USE
score, the share of full-time students). These
data do not allow us to make an unambiguous
conclusion that the hypothesis was confirmed,
since the change in indicators may be due to
lower competition among university applicants
(as a result, there is a decrease in the average
USE score, and an outflow of applicants with
higher scores to other regions); the increase
in the share of federal funding and the share of
students studying in state-funded places may
be due to lower demand for non-state-funded
(“commercial”) places. However, an important
addition to these conclusions is the increase in the
indicator of income per academic staff member as
the socio-economic characteristics of the region
where the universities (within the group) are
located, deteriorate.

Secondly, one more conclusion related to
scientific activity was made during the study.
As the regions socio-economic characteristics
improve, the values of indicators related to
research activity also improve.

The analysis carried out allows us to make
the following conclusions: the distribution of
funding among Russian universities is based on
the principles of quasi-competition (analysis of
data on universities with a special status) and
equalization (as the regions socio-economic
characteristics deteriorate). Universities located
in regions with low indicators of socio-economic
development are financed mainly based on the
principle of equalization, for the most part,
with respect to educational activities, and, as
the socio-economic situation in the region
improves, funding based on equalization affects
the universities’ research activities. Universities in
group 4 stand out from the general trend (the so-
called “wealthy northern regions”).

Another more obvious conclusion is that
research activities of universities that participate
in state programs are funded on competitive basis,
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while other universities have less correlation
between the indicators, as a result of which
we can assume that research activities of other
universities are funded based on the principles
of equalization. And a less obvious conclusion
is that the correlation between the indicators of
educational activities in universities-participants
of state programs is low and in some cases
negative (with high USE scores, the share of
students in state-funded places is different).

The results of the study expand the
understanding of the principles of funding
distribution in the Russian higher education

system: in contrast to most studies on the
concentration of resources in a limited
number of universities, the study concludes
that resources are also distributed based on
equalization, supporting less competitive
units of the system, and also that funding is
sent to regions with unstable socio-economic
characteristics.

The study can be expanded by detailing the
indicators for ranking regions, as well as adding
an analysis of the areas of training in the regions
to identify the principle of financing based on
investment.

References

Abankina, I., Aleskerov, E, Belousova, V., Gokhberg, L., Zinkovsky, K., Kiselgof, S.&Shvy-
dun, S. (2013) Tipologiya i analiz nauchno-obrazovatel'noy rezul'tativnosti rossiyskikh vuzov
[ATypologyand Analysisof Russian Universities’ Performancein Educationand Research]. Foresight-
Russia, 7(3), 48-63

Abankina, I.V. (2019). Financing of Education: Trend on Personalization. Journal of the new
economic association, 1(41), 216-225. DOI: 10.31737/2221-2264-2019-41-1-11.

Agarkov, G. A, Sandler, D. G., Sudakova, A. E. & Sushchenko, A. D. (2019). Differentiation
of Universities by the Level of Teaching Staff Income: Correlation with the Quality of Education
and Research Productivity. Perspektivy nauki i obrazovania = Perspectives of Science and Education,
42 (6), 456-472. DOI: 10.32744/pse.2019.6.38.

Agasisti, T. (2011). Performances and Spending Efficiency in Higher Education: a Euro-
pean Comparison Through Non-parametric Approaches. Education Economics, 19, 199-224.
DOI: 10.1080/09645290903094174.

Agasisti, T.¢» Shibanova, E. (2021) Actual Autonomy, Efficiency and Performance of Universities:
Insights from the Russian Case. International Journal of Public Administration, 45, 121-134. DOI:10.1
080/01900692.2021.1903496

Agasisti, T.& Bertoletti, A. (2022). Higher Education and Economic Growth: a Longitudinal
Study of European Regions 2000-2017. Socio-Economic Planning Sciences, 81,100940. DOI: 10.1016/j.
seps.2020.100940

Benos, N.& Zotou, S. (2013). Education and Economic Growth: A Meta-Regression Analysis.
MPRA, paper No. 46143. Available from: https://mpra.ub.uni- muenchen.de/46143/1/MPRA_pa-
per_46143.pdf.

Chernova, E., Akhobadze, T., Malova, A.& Saltan, A. (2017). Higher Education Funding
Models and Institutional Effectiveness: Empirical Research of European Experience and Russian
Trends. Voprosy Obrazovaniya = Educational Studies, 3, 37-82. https://doi.org/10.17323/1814-
9545-2017-3-37-82

Dill, D. D. (1997). Higher Education Markets and Public Policy. Higher Education Policy, 10 (%),
167-185. DOI: 10.1016/50952-8733(97)81763-1.

Estermann, T.& Bennetot-Pruvot, E. (2022). Allocating Core Public Funding to Universities in
Europe: State of Play & Principles. DEFINE interim report, European University Association. 39.

Estermann, T., Bennetot-Pruvot, E.& Clayes-Kulik, A.-L. (2013). Designing Strategies for
Efficient Funding of Higher Education in Europe. DEFINE interim report, European University
Association.

Foret, F. (2021). Les Universités en France. Fonctionnement et Enjeux. Nouvelle Edition, Presses
universitaires de Rouen et du Havre, 300.

Geiger, R. L. (2004). Knowledge and Money: Research Universities and the Paradox of the Market-
place. Stanford University Press, 336.

R-ECONOMY 4

223

r-economy.com

Online ISSN 2412-0731


http://r-economy.com
https://doi.org/10.1016/S0952-8733(97)81763-1

R-ECONOMY, 2023, 9(2), 207-225 doi 10.15826 /recon.2023.9.2.013

Hanushek, E. A.& Woessmann, L. (2015). The Knowledge Capital of Nations: Education and the
Economics of Growth. Cambridge, MA: MIT Press, 262.

Becker, W. E.& Lewis, D. R. (1993). Higher Education and Economic Growth. Springer Science,
Business Media. New York, 184. DOI: 10.1007/978-94-015-8167-7

Kolosnitsyna, M.G. & Ermolina, Yu.E. (2021). Public Spending on Education and Economic
Growth: Cross-Country Analysis. Voprosy statistiki, 28(3), 70-85. DOI: 10.34023/2313-6383-2021-
28-3-70-85

Kuzminov, Ya., Semyonov, D.& Froumin, I. (2013). University Network Structure: From the So-
viet to the Russian ‘Master Plan’ Voprosy Obrazovaniya = Educational Studies Moscow, 4, 8-69. DOL:
10.17323/1814-9545-2013-4-8-69.

Maneejuk, P. & Yamaka, W. (2021). The Impact of Higher Education on Economic Growth in
ASEAN-5 Countries. Sustainability, 13, 520. DOI: 10.3390/su13020520

Marginson, S. (2017). The Public Good Created by Higher Education Institutions in Russia. Vo-
prosy Obrazovaniya = Educational Studies Moscow, 3, 9-36. DOI: 10.17323/1814-9545-2017-3-8-36.

Matveeva, N., Sterligov, I.& Yudkevich, M. M. (2021). The effect of Russian University Excel-
lence Initiative on Publications and Collaboration Patterns. Journal of Informetrics, 15(1), Article
101110. DOI: 10.1016/j.j01.2020.101110.

Musgrave, R.A. (1969). Fiscal Systems. New Haven and London: Yale University Press. 397.

Pruvot, E. B, Claeys-Kulik, A.L.& Estermann, T. (2015) Designing Strategies for Efficient Funding
of Universities in Europe. DEFINE Project Paper. Brussels: European University Association, A. Curaj
etal. (eds.), The European Higher Education Area. DOI: 10.1007/978-3-319-20877-0_11. P. 153-168.

Pruvot, E.& Estermann, T. (2017). University Autonomy in Europe III: The Scorecard, EUA. 76 p.

Sandler, D. G. (2021). Analyzing the State of Regional Higher Education Systems. Socium and
power, 4 (90), 20-37. DOI 10.22394/1996-0522-2021-4-20-37.

Sandler, D. G., Sudakova, A. E.& Tarasyeva, T. V. (2020). Drivers for Development in Regional
Higher Education. Economy of region, 16(4), 1087-1103, DOI: 10.17059/ekon.reg.2020-4-6

Sudakova, A.E.& Agarkov, G.A. (2022). Budget Centralization and Decentralization of the Rus-
sian Federation’s Public Finances: Approaches to the Definition. Surgut State University Journal, 2
(36), 60-69. DOL: 10.34822/2312-3419-2022-2-60-69

Sudakova, A. E.& Sandler, D.G. (2022). Institutional Monopoly of the Higher Education System:
National and Regional Level. Economy of Regions, 18(4), 1135-1152. DOI: 10.17059/ekon.reg.2022-4-12

Sudakova, A.E., Tarasyev, A.A.& Koksharov, V.A. (2021). Trends in the Migration of Russian
Scholars: The Regional Dimension. Terra Economicus 19(2): 91-104. DOI: 10.18522/2073-6606-
2021-19-2-91-104

Curaj A., Matei L., Pricopie R., Salmi ].& Scott P. (2015). The European Higher Education Area
Between Critical Reflections and Future Policies. Springer, 906. DOI: 10.1007/978-3-319-20877-0

Varghese N.V. (2021). Financing of Higher Education in India. Quality Mandate for higher Educa-
tion Institutions in India. University Grants Commission: Chandu Press, 223-235.

Varghese N.V.& Panigrahi J. (2023). Innovations in Financing of Higher Education: An Over-
view. In: Varghese, N., Panigrahi, ]. (eds) Financing of Higher Education. Springer, Singapore. DOI:
10.1007/978-981-19-7391-8_1

Yonezawa, A. & Kaiser, E (2003). System-Level and Strategic Indicators for Monitoring Higher
Education in the Twenty-First Century, Studies on Higher Education Series, UNESCO, Bucharest.

Information about the authors

Anastasia E. Sudakova — Candidate of Economics, Associate Professor, Senior Researcher, Ural
Federal University (19 Mira street, 620002, Russia, Yekaterinburg,); e-mail: ae.sudakova@gmail.com,
https://orcid.org/0000-0002-3791-1129

Dahel Mustafa Saleh Dahel - lecturer, Al-Furat Al-Awsat Technical University (54003, Iraq,
Najaf, Babylon-Najaf street, 1); e-mail: mustafaaladli@gmail.com, ORCID 0000-0002-3610-5088

ARTICLE INFO: received February 13, 2023; accepted June 16, 2023

224 W reconomilil

Online ISSN 2412-0731


http://r-economy.com
http://dx.doi.org/10.1007/978-3-319-20877-0_11
https://orcid.org/0000-0002-3791-1129

R-ECONOMY, 2023, 9(2), 207-225 doi 10.15826 /recon.2023.9.2.013

Nudopmanusa 06 aBTopax

CynakoBa Anacracua EBrenbeBHa - K.9.H., JOLI€HT, CTapPLINII HAYYHBIN COTPYSHUK, YPambCKUit
denepanpHbiil yHUBepcuteT (620002, Poccns, 1. ExatepunoOypr, yn. Mupa, 19); e-mail: ae.sudako-
va@gmail.com, ORCID: 0000-0002-3791-1129

Haxer Mycrada Camex JJaxern — nexrop, Anb-DOypaT Anb-ABcaT TeXHUYECKUI YHUBEPCUTET
(54003, Vipak, r. Happkad, yn. Basunon-Hamxad, 1); e-mail: mustafaaladli@gmail.com, ORCID:
0000-0002-3610-5088

VHOOPMAILIMA O CTATDBE: mata mocrymnennsa 13 ¢espans 2023 r.; gaTa NPUMHATUA K
nedaty 16 mona 2023

fEEER

FARIGE-F M BT B - M R IRBER——2FF B SRMHRER - SHIREKILAKR
= (#B%% : 620002 - BT H - T REMET - KU KE195 ) ; #iFE : ae.sudakova@
gmail.com, ORCID: 0000-0002-3791-1129

IRR/R- B AN A BE R - A B /R BHM - Al-Furat Al-AwsatFz AR K= ( #B
%% . 54003 - PHI% - AKRKTH - ELbfEHRRXAKELS ) ; 3% : mustafaaladli@
gmail.com, ORCID: 0000-0002-3610-5088

225 W —

Online ISSN 2412-0731


http://r-economy.com
mailto:ae.sudakova@gmail.com
mailto:ae.sudakova@gmail.com
mailto:ae.sudakova@gmail.com
mailto:ae.sudakova@gmail.com

