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THE IMPACT OF THE COVID-19 PANDEMIC ON EDUCATION

The New
Situation in
Higher Education

The SARS-CoV-2 pandemic changed the situation in higher educa-
tion dramatically, affecting the majority of its mechanisms, including
funding mechanisms underlying the fulfillment of government con-
tracts for education and science by universities [Abankina et al. 2010;
Abankina, Abankina, Filatova 2016; Klyachko, Mau 2015a; 2015b]. It
also accelerated the development of digital learning environments
in higher education institutions [Center for Strategic Research, High-
er School of Economics 2018; Klyachko, Sinelnikov-Murylev 2018; Pla-
tonova, Kuzminov, Froumin 2019; OECD2020; Gouédard, Pont, Viennet
2020], extending distance learning practices from isolated courses to
entire Bachelor’s, Specialist's, and Master’s degree programs [Center
for Strategic Research, Higher School of Economics 2018; Platono-
va, Kuzminov, Froumin 2019; DeBrock 2018]. Public funding for other
components of education also joined the agenda, as research depart-
ments and administrative structures of universities had to embrace
the new format [Abankina, Abankina, Filatova 2016; Center for Stra-
tegic Research, Higher School of Economics 2018; Klyachko, Sinel-
nikov-Murylev 2012].

The most important change, however, affected faculty members,
regardless of whether they gave lectures, seminars, or lab classes
[Barannikov et al. 2020]. The concept of student-teacher ratio was no
longer relevant [Klyachko, Sinelnikov-Murylev 2018; DeBrock 2018],
the boundaries between student groups became blurred, and teach-
er workloads had to be revised because lectures and tutorials in Zoom,
Skype, Webinar, or MSTeams could be joined by students and learn-
ers from other higher education institutions [DeBrock 2018; Baran-
nikov et al. 2020]. A prototype of virtual academic mobility for stu-
dents and professors emerged, promoting inter-university networks
and requiring new approaches to curriculum design and implemen-
tation as well as to public and private funding [Klyachko, Mau 2015a;
2015b]. All the innovations mentioned should be conceptualized with-
in the framework of creating a higher education funding mechanism
to be used not only and not so much in emergency situations like pan-
demics but rather when elaborating new blended formats of higher
education development.

This paper explores the changes in higher education brought by
the COVID-19 pandemic and the organizational and economic transfor-
mations (improvement of the funding mechanism) that are required
to promote the system's efficiency and development.

Emergency transition to distance learning that took place in Russia and
other countries in spring and fall 2020 due to the coronavirus pandem-
ic needs to be conceptualized from both organizational and econom-
ic perspectives. On the one hand, it has become a new experience for
universities; on the other hand, universities have to make progress
amidst a dramatically changed, unsettled environment. Changes are
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going to be both internal and external, as investments in higher edu-
cation will hardly be the same as before.

Short-term organizational and economic issues at the beginning of
the pandemic were caused by the imperative to ensure financial sta-
bility of universities in the face of cuts expected at least in private in-
vestments, an increase in contingency expenses on the transition to
distance learning, and a drop in the limits of spending determined by
the ruble exchange rate.

The COVID-19 pandemic and the economic crisis that it provoked
have tangible financial and economic consequences for universities.
Obviously, it will take a while to restore the level of non-public reve-
nues. Furthermore, the lack of investment in faculty adaptation to new
working conditions and technologies may reduce workforce capacity
and degrade the quality of teaching. Finally, the recent-years' stand-
ard level of public spending on government-funded students will be
insufficient to tackle the new problems [Center for Strategic Research,
Higher School of Economics 2018].

A shortage of resources for higher education development dur-
ing the pandemic and in the foreseeable post-pandemic future is not
specific to Russia: similar processes have been affecting universities
in many developed as well as developing economies’.

Nearly all universities in Russia switched to distance learning during
the pandemic. However, institutions differed greatly in their organiza-
tional approaches, distance learning technologies, and, consequently,
the quality of distance instruction. As of the date of publication of this
article, those differences persist.

A number of universities, mostly the leading ones, organized dis-
tance learning by rapidly enhancing the opportunities of digital learn-
ing environments (DLE) and at the same time strongly intensifying the
use of fully online courses in the learning process. Faculty members at
such universities started sharing study materials online and giving on-
line lectures and webinars. They used (and continue using) such vid-
eoconferencing platforms as Moodle, Zoom, MSTeams, Webinar, and
some others for their classes. Universities that moved 100% of their
activities online accelerated sharply the development of modern on-
line courses and online exam proctoring software.

Many institutions without advanced DLEs basically switched to ex-
tramural education instead of distance learning, their students receiv-
ing and submitting assignments by email.

The major problems faced by universities in their transition to
distance learning included the lack of necessary infrastructure and

! See, for instance, https://russiancouncil.ru/analytics-and-comments/analytics/

covid-19-chto-budet-esli-otpravit-vsekh-domoy/ or https://knife.media/universi-
ties-and-covid/
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software, the need to adapt courses to the distance learning format,
underqualified faculty with no remote teaching experience, and una-
vailability of hardware and technology required for distance learning
(personal computers and/or laptops, tablets, broadband access, and
Wi-Fi connection) among some students and instructors.

The leading universities, accounting for about 15-20% of all high-
er education institutions in Russia, solved the problems described
above quite quickly. They promptly built up the necessary hardware
infrastructure, improved their DLE services, and ensured mass instal-
lation of software to support distance learning. They were able to
provide students and faculty with personal computers, laptops, and
scanners for home use. In addition, instructors were granted subsi-
dies to modernize their home computers (laptops, tablets) and up-
date the software required for distance learning. Such universities
also promoted IT volunteering among students and experts who
assisted instructors in setting up and using DLEs and solved any
emerging problems. Instructional guidelines and recommendations
were issued to facilitate faculty adaptation to the new conditions,
and IT departments helped faculty members with distance learning
classes (platforms, schedules, syllabus, deadlines, development of
study materials, etc.) and communication platforms such as Zoom,
MSTeams, LMS, and others.

It became clear very soon that even DLEs created by the leading
universities could not support the entire learning process as their ca-
pacity was not enough to handle thousands of concurrent users. Pri-
or to the mass transition to distance learning, this technology was
used to implement a small number of courses or modules. Accord-
ing to statistical data collected using the form FSN No.VPO-2, only
58.7% of Russian universities had experience of using distance learn-
ing technology in 2019. To organize distance learning at the same
level as traditional classroom-based learning, universities will have
to spend significant extra sums of money in the nearest future on
equipment, development and procurement of software, training for
faculty and administrators, production of online courses required
for the learning process or adaptation of some existing MOOCs, or-
ganization of webinars, etc. Meanwhile, faculty workload in distance
learning is currently not lower but considerably higher than in class-
room-based instruction, as faculty members are required to learn
new skills, prepare new study material and present it in a different
way.

Distance learning in every course is nearly impossible to organize
in practice-oriented (medical, agricultural, transport) universities and
art schools as well as in most vocational schools that are part of uni-
versities. For such institutions, transition to distance learning is the
most challenging and may have a negative impact on their activities.

This way, the pandemic increased the gap in educational quality
between the leading universities, which switched to distance learning
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without significant losses in quality, and all the other institutions of
higher education. In addition, it accelerated the differentiation of uni-
versities by resource and technology infrastructure.

Universities have to invest heavily in fulfilling their socioeconomic
function of preventing mass youth unemployment during the pandem-
ic. As the pandemic and the economic downturn continue, the high-
er education system may have to increase student enrollment essen-
tially in Bachelor’s, Specialist's, Master’s, and doctoral programs, first
of all for government-funded students. These measures are socially
and economically justified: not only do they reduce youth unemploy-
ment but they also make it possible to preserve and expand human
capital, thereby creating the potential for an effective recovery from
the economic crisis after the pandemic is over. In 2020, enrollment to
government-funded programs increased by 33,000 students. In addi-
tion, universities had to create jobs for students who became unable,
for various reasons, to pay for their education or associated expens-
es (household income declined; students lost their jobs and earnings
that covered their education- and accommodation-related expenses
in full or in part) as well as assist their graduates in finding jobs and
internships.

The pandemic exposed the digital divide: the year 2020 revealed
that many students from low-income families had no hardware re-
quired for distance learning. Digital inequality contributes to the strat-
ification of Russian households by income, reducing the role of higher
education as a social elevator in modern society. To a certain extent,
this problem is solved by employing students at the university, yet oth-
er measures of support are required as well, such as providing stu-
dents from socially disadvantaged backgrounds with personal digital
devices (laptops, tablets, etc.) and financial allowances to pay for ac-
commodation and academic mobility. In the new context, preferential
student loans as a long-term support initiative for such student cate-
gories have been put back on the agenda.

Accelerated implementation of today's distance learning model
may increase the load on universities, as they will be able to teach
more students than before. In this case, a specific range of meas-
ures will have to be introduced in higher education. First of all, virtu-
al student mobility and remote inter-university cooperation should be
ensured along with increasing admission quotas for Bachelor's and
Master’s degree applicants. Students should be allowed to study at a
distance during the entire academic term or even year with universities
providing fully online programs. Students should also be allowed to
choose specific courses (modules) at such universities with subsequent
transfer of course (module) credits to the institution at which they are
enrolled or admitted. Given the situation, virtual mobility should not
involve transfer of funds from the student’s institution to the host uni-
versity providing fully distance learning. Furthermore, a national learn-
ing management system should be developed to provide:
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Achieving
Financial Stability
of the Higher
Education Sector
and Creating a
New Financial
Model

+ Individualized instruction

+ Assessment of faculty members and their participation in academic
mobility programs (involvement of faculty members in course de-
velopment, assistance to leading university, tutoring, etc.)

+ A funding mechanism to support academic mobility of students
and faculty, including virtual mobility

Obviously, promotion of virtual student mobility will increase facul-
ty workload at universities offering fully distance learning programs,
since the number of students per faculty member will increase. Be-
sides, the competition for strong teachers will grow up. This will make
it imperative to create a national platform of open online courses, in-
vite faculty members from universities losing their students to as-
sist instructors at universities with increasing enrollment in reviewing
homework and tests, preparing presentations and assignments, and
tutoring. At the same time, professional development opportunities
should be provided for such faculty members. All these measures are
critical for maintaining social stability in regions as the pandemic and
the economic crisis carry on.

The COVID-19 pandemic will have educational as well as economic ef-
fects on the higher education sector. Advancement of distance, online,
and blended learning technology will require changes to the manage-
ment and financial models further into the pandemic and during the
recovery period.

According to the federal budget of Russia for 2020 and the planned
budget for 2021-2022, an increase in the number of government-fund-
ed students would reduce public spending per student, adjusted for
inflation, even without the coronavirus pandemic. With the pandemic,
public spending per student may decline even further. Besides, a pos-
sible drop in the number of self-funded students may lead to reduc-
tions in tuition fees, worsening the situation of many public and private
institutions. Distance learning is often regarded by students as inferi-
or in quality to traditional classroom-based learning, which is fraught
with demands to reimburse part of tuition fees and reduce tuition for
students in the second and subsequent years of study. Petitions with
such demands are filed by students in most Western universities [Kly-
achko, Sinelnikov-Murylev 2018; 2012].

Due to a sharp economic slowdown, financial and operational sta-
bility of universities should be a priority. A lot of them may lose a sub-
stantial portion of their revenues from non-public sources. Reasons for
this may include the decrease in self-funded student enrollment lev-
els in 2020 and the subsequent years following the dramatic reduc-
tion in effective demand for education on a fee-paying basis caused
by increasing uncertainty and declining incomes; a reduction in inter-
national enrollments due to travel restrictions; growing tuition debts
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caused by, among other things, the loss of jobs by most students who
combined work and study in the shrinking labor market; cutbacks (sus-
pension) of corporate and regional public funding for research and ex-
pert evaluations, which will entail stagnation of or reduction in univer-
sity revenues from contract research and innovation activities within
the next 2-3 years. At the same time, a number of leading universities
increased their number of self-funded students and revenues despite
keeping their tuition fees at the level of 2019, analysis of the 2020 en-
rollment campaign shows.

Universities that will lose some of their private investments will
have to cut salaries, which will lead to high social tension among fac-
ulty members. There is an actual risk of non-achieving the key indica-
tors stipulated by the Order of the President of the Russian Federation
No. 597 of May 7, 2012. To this end, it makes sense to maintain the size
of subsidies for the fulfillment of government contracts in 2021 regard-
less of the risks of non-fulfillment in cases where contracts are not ful-
filled for reasons such as failure to meet international student enroll-
ment quotas or suspension of research caused by the lack of access
to research equipment during the lockdown. Furthermore, conditions
should be created for adopting federal initiatives to compensate for
the shortfalls in universities' non-public revenues.

Financial stability of universities could be achieved with grants for
dedicated projects designed to promote technology modernization
and human resource development, project-based forms of learning,
participation in regional development projects, exploratory research
and publications, integration with industrial partners and Russian
Academy of Sciences institutes, etc. Estimated funding for this meas-
ure is about 25 bin rubles.

Stabilization of universities’ financial situation could also be pro-
moted by allowing them to apply the effective income tax relief. Cur-
rently, most universities cannot apply the zero percent income tax
rate because the fraction of their income not accounted as gains from
educational and research activities, in terms of the relevant list ap-
proved by the Government of the Russian Federation, exceeds 10%. In
particular, this list does not include such activities as experimental im-
plementation, expert analytics, or innovative research that make an
inherent part of universities' research and educational activities. Not
only does the reduction in educational institutions’ non-public reve-
nues worsen their overall financial situation, but it also entails chang-
es to the structure of such revenues, rendering the application of the
effective income tax relief essentially impossible. An adequate meas-
ure would be to extend the list of activities classified as core for calcu-
lating the tax exemption thresholds by including related activities as
well, primarily those associated with intellectual property commercial-
ization. Furthermore, the existing threshold should be lowered from
90 to 75%. This measure alone will free up at least 5 bIn rubles of uni-
versities’ funds.
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To stabilize the financial situation of universities, it would make
sense to introduce a look-ahead schedule of subsidies for the fulfill-
ment of government contracts. This measure would help universities
that have temporary cash gaps while remaining financially stable overall.

In addition to the measures described above, financial stabiliza-
tion of universities at risk may be achieved tactically by providing them
lump-sum financial aid from the federal budget in the amount suffi-
cient to cover the emergency pandemic-related expenses (cleaning
and disinfection costs, costs associated with infrastructure manage-
ment during the idling period, recovery of the costs of remote teach-
ing, etc.), allowing them to regain solvency and avoid cash gaps.

At the same time, restructuring is unavoidable in a number of cas-
es. Such measures can be considered viable by the founding members
if the university has lost its financial stability and the founding mem-
bers do not agree with the bailout plan proposed by the management.

Development of distance learning technology and online education
is impossible without improving the information and communication
infrastructure of universities, development (or procurement) of ded-
icated software, centralized (for all universities) development of new
software solutions, and installment of compatible DLE systems across
universities. Heavy investments will be required into the accelerated
advancement of DLEs in universities with low levels of digitization, IT
staff expansion, and emergency expansion of broadband and 5G net-
works to all regions. All of these measures will be critical for the ad-
vancement of not only the higher education sector but also education
as awhole, giving a tangible impetus to economic activities across the
regions of Russia.

We estimate the overall amount of public funds required for the
accelerated development of DLEs and open-access digital platforms
to be 19 and 11 bin rubles, respectively, in the academic year 2020/21.
Provision of students and instructors with personal computers and lap-
tops (tablets) will require another 15 bin rubles (given the projected in-
crease in the number of government-funded students).

Total costs of accelerated DLE development and implementation
in universities can thus be estimated at 35 bln rubles—this is the
amount to be added to expenditures under the Digital Economics na-
tional project.

In order to keep social protection programs and ensure financial sta-
bility of educational institutions, a set of public support measures is
needed:

* Gradually raise the quotas for government-funded students in
Bachelor’s, Specialist's, and Master’s degree programs
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+ Improve access to subsidized student loans
+ Develop and implement student employment promotion initiatives
*+ Provide social benefits for students

Let us dwell on these four measures in more detail. Raising the quotas
for government-funded students may become one of the key forms
of maintaining access to higher education for young people. In 2020,
target enrollment in government-funded programs increased by more
than 33,000 students. The targets are scheduled to grow even higher,
which may contribute to the stabilization of social situation in regions
of Russia, in particular during the post-pandemic period.

Access to subsidized student loans can be improved by reducing
the effective interest rate on such loans from 8.9 to 3% per annum
(or 1/2 of the Central Bank's discount rate) and extending the repay-
ment period from 10 to 15 years after graduation. This measure will
solve payment issues for 15% of self-funded students (100,000 stu-
dents yearly). Its actualization requires 11 bln rubles of federal funds
in 2020-2022.

The government has already embarked on implementing this
measure by sharply improving the student loan terms and conditions:
the Resolution of the Government of the Russian Federation No. 1256
“On Amending the Rules of Subsidizing Student Loans” of August 19,
20207, shrinks the interest rate on student loans to 3% and extends the
loan repayment period and the grace period, just as it was proposed.
As a result, we already observe a snowballing growth in the number of
student loans granted (Sberbank reports over 3,000 new loans in one
month, which is nearly five times more than the same period last year).

Initiatives to promote employment of students at the universities
where they are enrolled should be funded from the federal budget in
2021 as an effective measure to maintain student employment and at
the same time stimulate effective demand. Remuneration should be
equal to at least the living wage in the respective region (at least twice
as much for jobs requiring high qualifications). Assuming that this
measure affects up to 120,000 students, the required amount of fed-
eral funds in 2020-2021 is estimated at about 20 bin rubles.

The ongoing economic slowdown is projected to reduce the num-
ber of jobs and job openings in the labor market dramatically (by up to
15% of the employment level), escalating the competition and making it
objectively unsurpassable for the majority of 2020 and 2021 graduates
who won't be able to obtain employment after graduation. Paid intern-
ships are one of the effective methods of introducing graduates to the
labor market. This measure is implemented via grants to businesses
hiring final-year students for six-month internships in relevant fields of
study (compensation of up to 90% of remuneration for student interns,

2 http://publication.pravo.gov.ru/Document/View/0001202008250021
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at least twice the living wage per student). Provided that this initiative
is applied to 25% of 2021 graduates (around 140,000 students), it will
require about 28 bin rubles from the federal budget in 2021.

Declining household incomes will essentially increase the number
of students eligible for bursaries, entailing deficiency of scholarship
funds granted to universities from the federal budget. As of now, the
total level of scholarship subsidies should be increased by 9.5 bin ru-
bles per year to enable universities to keep offering bursaries in the
established amount with due regard to the number of beneficiaries.

The overall costs of supporting the youth by improving access to
higher education to prevent mass youth unemployment are estimat-
ed at 165 bIn rubles at the maximum, at least for the academic year
2020/21. As long as the economy recovers from the pandemic, these
costs will go down.

Expenses associated with implementing the measures described
above could be reduced to some extent by inviting Master's degree,
doctoral, and senior Specialist's degree students to work as teacher as-
sistants and tutors. This way, students will also benefit by getting jobs
that are socially attractive amidst an economic crisis.

Additional funding will be required for the following initiatives:

Design of development programs for all universities, especially finan-
cially challenged and low-resource institutions if their programs
are indispensable for the country’s socioeconomic development.
Public funds required for this initiative are estimated at 1-1.5 bin
rubles
Expansion of basic and applied research in all universities; promotion
of the scientific progress according to theme-based roadmaps; pur-
chase of educational, laboratory, and research equipment (on av-
erage 50 to 150 min rubles per institution, or at least 10 bin rubles
per 200 institutions)
Development of online courses by the leading universities for use by
all institutions (the costs of developing a single fully online course
is estimated at 1.2 min rubles; 6 bin rubles will be required to de-
velop 5,000 courses)
Centralized procurement of digital libraries of books and academic
journals at the national level and provision of free access to them
for all universities, whether public or private (at least 3 bIn rubles
per year)
Professional development for faculty members, particularly distance
learning technology training programs (about 700 min rubles extra)
* Training and professional development of university management
teams by the leading universities (about 300 mIn rubles extra)
+ Engagement of faculty members from other universities in re-
search and development projects administered by the leading uni-
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versities (on average 10 min rubles per institution, or at least 2 bin
rubles per 200 institutions)

* Development of a modern life learning system by the leading uni-
versities, including promotion of boarding schools for highly gift-
ed students and lyceums for high school students, including
distance learning lyceums; selection of talented high school grad-
uates through subject Olympiads; and selection of graduates from
Bachelor’s degree programs (including international students who
are graduates from foreign programs) to Master's degree pro-
grams through dedicated Olympiads (1-1.5 bln rubles per year for
3-5 boarding schools and yearly Olympiads).

The overall amount of additional public funding for the initiatives list-
ed above is estimated at 24-25 bin rubles.

The entire package of support measures to address the crisis in
2020/2021 will require approximately 165-170 bin rubles, according to
our estimates.

The new situation created by the pandemic brought a lot of problems
in higher education, but it also revealed the necessary directions of de-
velopment implying the use of distance learning technology. Heavy in-
vestments are going to be required in university infrastructure, faculty
professional development, and elimination of the digital divide among
students as well as instructors. However, allocation of extra funds from
the federal budget will not be enough: the existing university funding
mechanism should undergo a major change.

Per capita university funding has been applied in Russia since 2003
with a purpose to create a quasi-market of higher education and qua-
si-incentives to motivate institutions for efficiency improvement [Kly-
achko, Sinelnikov-Murylev 2012].

In this model, the university is awarded, on a competitive basis,
a government contract, a subsidy for its implementation, calculated
based on per capita spending and including almost all operating ex-
penses (payment for utility services, repairs costs, etc.), and a subsi-
dy for other purposes, including overhaul and purchase of equipment
and software. Construction of new university buildings is financed un-
der the Federal Targeted Investment Program.

This approach to public funding in higher education ignores the
fact that education is a public good that is highly differentiated be-
cause every university has a niche and a market power of its own [Kly-
achko, Sinelnikov-Murylev 2018; 2012; Belyakov, Klyachko 2013, Klyach-
ko, Mau 2015a; 2015b].

Higher education has been growing more and more individualized
over the recent decades, and universities come to differ greatly in the
complexity of their programs. At the same time, far not all the univer-
sity expenses depend on the size of enrollment, so per capita fund-
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ing for expenditures unaffected by the number of government-fund-
ed students results in a significant imbalance in financing [Klyachko,
Sinelnikov-Murylev 2012].

The use of economic levers in an attempt to force weak uni-
versities out of the market only degrades the quality of education
and leads to inefficient use of state-owned assets [Klyachko, Sinel-
nikov-Murylev 2018; 2012]. If professionals trained by a weak universi-
ty are demanded by the economy and society, such university should
be supported (perhaps by replacing the leadership and faculty)—and
if they are not, the university should be shut down [Klyachko, Sinel-
nikov-Murylev 2018].

The need for a budget maneuver to increase public funding for uni-
versity infrastructure development has been discussed by the pro-
fessional community over the past 10-15 years. The issue has gained
even more ground with the outbreak of the COVID-19 pandemic, as
the university funding model was undergoing a reformation. First of
all, universities’ demand for public funds became even more differen-
tiated; second, as distance learning technology advances and will find
ever broader applications even in the post-pandemic period, universi-
ties’ expenses will become less and less contingent on the number of
students enrolled [Abankina, Abankina, Filatova 2016; Center for Stra-
tegic Research, Higher School of Economics 2018].

The key fork in the road of reforming the model of public funding
in higher education occurs when it comes to the proportions of gov-
ernment contract subsidy and subsidy for other purposes in the total
amount of public funds allocated to universities. Accordingly, two ma-
jor scenarios to modify the existing funding mechanism are proposed.

Scenario 1. The percentage of government contract subsidy is re-
duced, and standard per capita funding rates apply only to expenses
directly associated with providing educational services, primarily the
number of students enrolled. Such expenses are mostly represent-
ed by faculty remuneration, including an increase in the number of
teacher assistants and tutors interacting with students remotely.

Meanwhile, the proportion of subsidy for other purposes is raised
to cover all expenses that are not directly associated with student
population, including those on the development and maintenance of
DLEs, creation of online courses, development of campus infrastruc-
ture (except construction of permanent buildings), improvement of
access to study and laboratory equipment, etc.

Scenario 2. The proportion of government contract subsidy is in-
creased as per capita funding is applied to more and more university
expenses, including those related to DLE development; correspond-
ingly, the proportion of subsidy for other purposes is reduced.
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Scenario 1 implies that target enroliment is determined for every uni-
versity by the Ministry of Science and Higher Education with the par-
ticipation of founding members (on a non-competitive basis) for three
years based on a sliding scale (competition for the distribution of a
certain number of government-funded places is held among private
universities only); the basic public funding standards apply to varia-
ble costs only (few components: salary, social payments, expenses on
textbooks and other study materials including digital resources); all
the other expenses of universities, account being taken of their newly
emerged needs, are financed using the calculation of standard costs
by the type of expenditure (utility services, repair works, DLE devel-
opment, purchase of expendable supplies, expenses on academic ex-
change (including virtual programs), transport and communications,
and other expenses); university development programs are financed
based on cost calculation by item of expenditure. University develop-
ment program indicators are negotiated with the founding members
of universities; universities are allowed to change their business plan at
their own discretion and redistribute their expenses among the items
of expenditure depending on the economic context, if necessary; the
size of tuition for self-funded students is determined by the universi-
ty, the “at least the standard rate for a government-funded student”
restriction being abolished.

Methods of calculating the per capita funding standards should
be changed. The new model of public funding in higher education
suggests keeping the basic standard only for remuneration of facul-
ty and other staff directly involved in providing public services as well
as expenses on the purchase of study literature, periodicals, publish-
ing and printing services, and electronic publications directly related
to the provision of the relevant public services.

In the new model, the basic standard of faculty payroll costs (in-
cluding taxes) should be uniform within every level of university ed-
ucation, the lowest one being in Bachelor's and Specialist's degree
programs, 10% higher in Master’s degree programs, 30% higher in doc-
toral programs, and 25% higher in postdoctoral programs, percentag-
es being taken from the previous level.

All the other components in the structure of basic standard expens-
es should be transferred to the subsidy for other purposes, which is
calculated with regard to the current prices of goods and services in
the regions of Russia.

Expenses on salaries (including taxes) to staff members who are
not directly involved in providing public educational services are also
estimated on the basis of cost calculation, as administrative staff sal-
aries are contingent on maintenance of buildings and facilities, organ-
ization of repair and overhaul works, etc.

Expenses on salaries (including taxes) to teaching assistants and
auxiliary personnel are tied to the basic standard of faculty payroll
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costs, since these employees ensure organizational support of the
learning process.

All the existing sectoral adjustment coefficients should be pre-
served, but coefficients of university effectiveness may be changed.

The part-time and extramural learning coefficients should be
raised, considering that these formats will be gradually converted to
distance learning based on network forms of learning organization:
the part-time learning adjustment coefficient should increase from
0.25 to 0.5 in 2021-2022, and the extramural learning adjustment co-
efficient should increase from 0.1 to 0.15 if the proportion of extramu-
ral students reaches 20% in 2021, and to 0.25 if the percentage of dis-
tance learning goes up to 30% in 2022-2023.

Of the two existing regional adjustment coefficients applied to fac-
ulty remuneration, only the one that makes allowances for average re-
gional salaries should be preserved for public services in higher educa-
tion (determined for every region of Russia), irrespective of the office
to which the university is subordinate.

The per capita funding standards calculated as described above
along with normalized annual average enrollment determine the to-
tal amount of the government contract subsidy.

Maintenance of a public university’'s facilities and resources, in-
cluding repair and overhaul works, purchase of equipment, etc., is
performed based on cost calculation and is included in the subsidy for
other purposes because the property of such universities belongs to
the state. All property and land taxes are also accounted to the subsi-
dy for other purposes without making allowances for the gainful ac-
tivity coefficient, which should be cancelled.

The rest of the subsidy for other purposes, as before, should go
to scholarships.

Calculation of funding for university development programs makes
allowances for efficiency of previous development programs or some
of their components. Funds are provided to universities as a subsidy
for capital investments (within the investment part of the development
program) or are included in the subsidy for other purposes.

Scenario 2 suggests fewer changes to the existing funding mech-
anism and implies the following set of measures:

+ Expand the use of sectoral coefficients to all universities (as of now,
they only apply to universities entitled to develop their own learn-
ing standards pursuant to Article 11 of the Federal Law “On Educa-
tion in the Russian Federation”)

+ Enable universities to apply for higher funding standards as a re-
ward for high efficiency and achievements in education and sci-
ence. Thereby, transparent and powerful incentives will be cre-
ated to motivate every university to improve their strategies,
increase their human resource potential, and foster technology
innovation
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* Fix the funding standards for the whole period of study instead of
calculating them yearly for the whole student population—in the
same way as total tuition is fixed by universities for the whole pe-
riod of study under the Law on Education. In particular, this meas-
ure will smooth the transition to higher funding standards when
quality coefficients come to be applied by all universities

+ Adapt the structure of education funding standards to modern ed-
ucational technology, i. e. consider the costs of providing IT support
services, developing and maintaining digital learning resources
(in particular through amortization), and increasing the proportion
of the payroll budget for teaching assistants and auxiliary person-
nel (including organizational and methodological support of on-
line processes).

Along with improving the funding standards that maintain the essen-
tial functioning of the system of higher education, the mechanisms
of project-based and special-purpose funding should be worked out
to provide a targeted response to specific challenges in the evolution
of the education sector, such as further reorganization of university
property by developing the standards of property allocation and opti-
mizing the range of property assets that are not used in universities’
core activities; retention of scientists with internationally recognized
research findings in Russia by compensating for the universities’ ex-
penses on creating competitive working conditions for research; pro-
viding accommodation to non-resident and international students by
integrating a residence hall construction program and civilized mech-
anisms of assisting students in the rental housing market with due re-
gard to specific contexts. In addition, support should be given to net-
work forms of education programs and student mobility, in particular
by removing the regulatory and economic barriers to inter-universi-
ty and inter-sectoral cooperation in higher education. Furthermore, a
motivation-based model of student scholarships should be elaborat-
ed to create effective personal incentives for students. Scholarships
should enable undergraduate and postgraduate students to spend
their free time on self-improvement instead of searching for ways of
providing for themselves and their young families. Bringing student
scholarships to the level of average starting salaries in the relevant
field will broaden learning opportunities for students. Another advis-
able measure would be experimental integration of targeted funding
mechanisms for public educational services based on social certifica-
tion. The experiment should begin with offering government-funded
places to prize winners of the All-Russian School Olympiad on the ba-
sis of such certificates.

Both scenarios of funding mechanism modification involve finan-
cial measures to promote research in higher education. The key incen-
tives should be the following:


http://vo.hse.ru

THE IMPACT OF THE COVID-19 PANDEMIC ON EDUCATION

Introduce long-term research programs as a form of planning to fulfill
the government contract. Such programs should be developed for
the period of six years with prolongation upon achieving the tar-
get indicators. The price of government contracts for university re-
search should reach at least 50% of the price of government con-
tracts for education by 2024, and at least 100% by 2030. Allocation
of government contract subsidies among universities and nation-
al research institutes should be performed on a competitive basis
as well as under the Strategic Academic Leadership Program. Ap-
plications and research findings should be subject to independent
evaluation by experts from the national panel of experts

Launch a new competition for institutional grants for the develop-
ment of universities’ scientific potential. According to our estimates,
each grant should be at least 100 min rubles and should be pro-
vided for a period of at least five years. The competition should be
administered by the Russian Science Foundation

Add research team support tools to the structure of RFBR® or RSF*
grants (depending on whether RFBR will be merged with RSF).
Grants should be at least 10 mIn rubles and should be provided
for at least three years, and the proportion of grants in the to-
tal budget of the National Program for Scientific and Technologi-
cal Development should be increased to 12% (from 6.5% in 2020)
Attract and retain scientists with internationally recognized research
findings. For this purpose, universities (and research institutes)
should be compensated up to 50% of their researcher payroll costs
in Moscow and Saint Petersburg, and up to 100% of such expens-
es in regions. In total, compensation for expenses on salaries to
1,500 internationally recognized scholars is suggested;

Implement a support program for young researchers including Rus-
sian postgraduates.

It would also make sense to add equipment for new and promising
research areas to the existing equipment upgrade program, there-
by also promoting the development of research equipment in Russia.
Programs for scientific, technological, and academic cooperation of
universities with corporations, regional clusters, and specialized re-
search institutes should be prolonged. At the same time, innovative
entrepreneurship should be supported and encouraged as an inde-
pendent mission.

Both scenarios of modifying the university funding mechanism im-

ply that the new model will feature a flexible combination of per capi-
ta funding for educational services and project-based and special-pur-
pose funding for development and reformation. Such an approach is

Russian Foundation for Basic Research
Russian Science Foundation
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expected to ensure a breakthrough growth in higher education qual-
ity within acceptable budget constraints.

The COVID-19 pandemic changed the format of learning in higher ed-
ucation and revealed a considerable differentiation of universities by
the quality of digital learning environment and the level of digital in-
frastructure development, exposing digital inequality among both
students and instructors. Heavy public investments are required to
increase higher education funding in order to bridge the gaps in uni-
versity infrastructure and overcome the digital divide. Further discus-
sion is required on the funding mechanism of ensuring access to dis-
tance learning for students, yet institutional methods appear to be the
most effective ones, as with bursaries.

At the same time, transition to distance learning during the pan-
demic showed that granting extra public funding to universities is not
enough: the existing funding mechanism underlying the fulfillment
of government contracts should be restructured. Two scenarios of re-
structuring are proposed: the first one suggests preserving per capi-
ta funding standards for faculty remuneration only and accounting all
the other university expenses to the subsidy for other purposes, while
the second one, on the contrary, suggests extending the range of per
capita funding items and removing part of the costs from the list of
expenses covered by the subsidy for other purposes.

Both scenarios imply changing the principles of university research
funding, raising bursaries, integrating social certificates that will ben-
efit prize winners of national school Olympiads at the first stage, and
creating financial conditions for attracting and retaining international-
ly recognized scholars in Russia. It means that project-based and spe-
cial-purpose funding should be used along with per capita funding
standards to achieve a more effective handling of the new problems
faced by higher education.

Translated from Russian by I. Zhuchkova.
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