Chapter 6
Supply and Demand Patterns in Russian Higher
Education

Isak Froumin and Yaroslav Kouzminov

6.1 Introduction

The Soviet system of higher education was well developed even in today’s terms.
It provided free higher education to a significant part of the young generation. The
Soviet government was the first in the world in applying positive discrimination
to higher education enrolment to achieve greater social cohesion. The system pro-
duced highly qualified personnel for the national economy especially in such sec-
tors as engineering, health care, and science. At the same time the higher education
system was under tight ideological control and rigidly regulated. All universities
operated within strict curriculum standards. The Soviet planning agency regulated
supply and demand in higher education. Perestroika that started in the late 1980s
changed the system dramatically.

The establishment of the Russian Federation in 1991 marked the emergence of a
higher education system that in many ways differs from its predecessor. The process
of its transformation reflects general patterns of social and economic transition typi-
cal of the post-Soviet societies. However, it has some specific features that deserve
a thorough analysis. On the one hand, in the past 20 years, Russia has become
one of the world leaders in higher education enrolment and on the other hand, it is
placed only 50th in the country rankings compiled by Organization for Economic
Cooperation and Development (OECD) regarding the country’s higher education
and training systems for the knowledge economy, lagging behind both developed
and developing countries (see Nikolaev and Chugunov 2012).

The number of higher education institutions has doubled over the last 20 years
and the number of students increased 2.5 times, reaching a total of 7 million in
2005. These figures are very impressive in comparison with the 1940-1991 period,
when the growth of the number of universities was almost flat. This chapter shows
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that this expansion was accompanied by significant qualitative changes in the sup-
ply and demand of higher education services. It starts from the general description
of the higher education system.

We argue that this development has its roots in the history of Soviet higher edu-
cation. The second section of the chapter discusses this legacy. The third section
describes the main institutional changes in the higher education system and the
changes in demand that have led to the “great expansion!” during the “Modern
Russia” period since 1991. The fourth section focuses on the changes in the struc-
ture of the supply of the higher education services. The fifth section discusses the
role of private higher education. In the sixth section, we consider the impact of
increased supply on equal access to higher education.

In the last section, we present recent changes in national higher education policy.
We argue that “hidden” changes in the supply and demand should be articulated in
the national higher education policy by considering them through the lens of the dif-
ferentiation of the universities and their ability to respond to labor market demands.

6.2 General Description of the System

6.2.1 Scale of the System

The Russian Federation inherited one of the largest higher education systems in the
world from the Soviet Union. It was a part of huge tertiary education system that
included higher education per se (university level education, both graduate (3-year
doctoral program) and undergraduate (4—6-year specialist program opened for the
secondary school graduates?)), vocational colleges providing associate degrees
(3—4-year program opened for graduates of secondary school graduates and those
who completed nine grades in secondary schools), and vocational schools providing
qualifications (1-2-year initial vocational education program opened for graduates
of secondary school graduates and those who completed nine grades in second-
ary schools). The flows for students between these levels of tertiary education are
shown in Fig. 6.1.

Figure 6.1 shows the main elements of the Russian system of education and
flows of students moving between them. It also shows how many new students
come to tertiary education and how many graduates go to the national and interna-
tional labor markets and military service. It is seen that higher education was the
biggest part of Russian educational system. In 2010 alone, 1.43 million people with
different backgrounds entered universities: 0.58 million people were high school
graduates, 0.01 and 0.17 million people finished vocational schools and colleges
respectively; 0.57 million people came from labor market or military service.

! We thank Professor Martin Carnoy (Stanford University) for this expression.
2 Russian secondary school has 11 grades.
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Fig. 6.1 Student flows between levels of tertiary education

In this chapter, we consider the system of higher education only. The interaction
of higher education system with other subsystems of the tertiary education does not
play critical role in the functioning of higher education institutions.

The number of higher education institutions has doubled from 514 universities
in 1991 to 1115 in 2011. The private sector played a very significant role in the
increase of the number of higher education institutions (Table 6.1), triggered by
the shift to a market economy. The number of private higher education institutions
increased by six times over the past 17 years and reached 462 in 2011. They try to
compete with public institutions but, in many cases, fail in this purpose, and only
attract students who fail in the entrance examinations for public universities.

Over the past decade, the budget (public) in higher education, both overall and
per student largely increased. In 2003, the allocated funds were about US$ 2 bil-
lion whereas in 2010, funding overcame the mark of US$ 12 billion®. This money
went to public institutions (only in 2011, a few private higher education institutions
received public grants for their education programs)*.

6.2.2 Enrolment in Higher Education

The number of students also has risen significantly. On the threshold of Soviet Union
disintegration, the number of students was slightly less than 3 million but exceeded

3 Nominal values.

4 New education law allows private universities to compete for public funding with public institu-
tions.
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Table 6.1 The number of higher education institutions and student enrolment

Year Higher education institutions Student enrolment (thousands)
Public and municipal higher education institutions
1914 72 86.5
1917 150 149
1927 90 114.2
1940/1941 481 478.1
1950/1951 516 796.7
1960/1961 430 1496.7
1980/1981 494 3045.7
1990/1991 514 2824.5
1995/1996 569 2655.2
2000/2001 607 4270.8
2005/2006 655 5985.3
2006/2007 660 6133.1
2007/2008 658 6208.4
2008/2009 660 6214.8
2009/2010 662 6135.6
2010/2011 653 5848.7
2011/2012 634 5453.9
2012/2013 609 5143.8
Private higher education institutions
2000/2001 358 470.6
2005/2006 413 1079.3
2006/2007 430 1176.8
2007/2008 450 1252.9
2008/2009 474 1298.3
2009/2010 452 1283.3

7 million by 2010. That figure includes more than 1 million students in private uni-
versities. Today, access to higher education in Russia is seen as very open. Enrolment
in higher education has risen dramatically. Eighty four percent of all school gradu-
ates wish to continue their education in universities and more than 50% of people
in the age group 17-22 study in higher education institutions as shown in Fig. 6.2.

6.2.3 The Structure of the System

Today the higher education system in Russia is diversified. It includes education
institutions of various legal forms and types. The overwhelming majority of public
universities belong to the federal authorities (about 60 % of them operate under the
Ministry of Education and others under sectoral ministries like health and agricul-
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Fig. 6.2 Gross coverage and enrolment in higher education in the Russian Federation (2000-2010,
percent). Figure shows ratio of students studying in higher education institutions to 17-22-year-
olds; and ratio of entrants to higher education institutions to 17-year-olds. (Source: Nikolaev and
Chugunov 2012)

ture). Fewer than 20 public universities are established by the regional authorities.
Private universities exist in the form of nonprofit organizations. They have to get a
license from the federal authorities to start operations. They also have to go through
the accreditation process (also conducted by the federal body) if they want to issue
government-approved diplomas.

Till 2009, all public universities had the same legal status. Recently, the govern-
ment tried to institutionalize naturally emerging diversity. It established two new
prestigious types of universities: national research universities (NRUs) and federal
universities’. In the Soviet period, research activities were concentrated in the spe-
cialized research institutes. Now, the government is trying to move the research activ-
ities to NRUs, which are expected to be the main sources for scientific development

5 Moscow and Saint Petersburg state universities by law have special status of the universities of
special significance.
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Students' Distribution by Specialty
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Fig. 6.3 Student distribution by specialty. (Source: NRU 2012)

in Russia. Federal universities are established in remote regions of the country to play
leading role in the development of the innovation economy in the respective regions®.

6.2.4 Educational Programs

In 2003, Russia signed the Bologna Declaration, which launched the process of tran-
sition from the Soviet degree structure to a modern degree structure in line with the
Bologna Process model. In October 2007, a law was enacted that replaced the tradi-
tional 5-year’ model of university education (degree of specialist) with a two-tiered
approach: bachelor’s degree followed by a 2-year master’s degree. In 2010, the ad-
mission to the traditional 5-year program was stopped in the majority of universities.
By 2014 almost all students in 5-years programs leave the universities. Today more
than half of the students study economics and humanities (Fig. 6.3 and Table 6.2).

6.3 State Regulation of the Supply and Demand:
The Legacy of Soviet Higher Education

Soviet higher education policy was based entirely on the idea of the planned in-
dustrial economy. Higher education was part of the resource allocation system that
covered manpower resources as well as material and financial resources. According

¢ These types of universities are described in greater details in the Sect. 6.7.
7 In some areas, 4 and 5.5 years.
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Table 6.2 Distribution of students among different levels of tertiary education and among broad
educational programs (based on OECD classification)

Vocational Professional | Advanced, research

ISCED 4 ISCED 5 ISCED 6 Total
Education 102,060 634,741 20,293 757,094
Humanities and arts 121,554 1,584,886 17,958 1,724,398
Social sciences, business, | 552,742 823,392 95,604 3,471,738
and law
Sciences, mathematics, 109,404 612,599 86,726 808,729
and Computer sciences
Engineering, production, | 983,482 1,500,428 25,076 2,508,986
and construction
Agriculture and veterinary | 132,836 320,158 8400 461,394
sciences
Health and welfare 115,344 317,065 11,717 444,126
Social services 38,135 131,312 247 169,694
Total 2,155,558 7,924,581 266,021 10,346,160

to the Burton Clark’s typology (Clark 1983), the Soviet higher education policy be-
longs to those types of policies where government has the main organizational role
and the education market does not exist. At the same time, higher educational insti-
tutions have a low level of institutional autonomy and the system has a high degree
of centralized management. We think that the Soviet system (and in general, higher
education systems in socialist countries) was an extreme version of the government-
controlled system and probably presented a special type of the system. We call such
a system of higher education, “quasi-corporate” (Froumin et al. 2013) because the
higher education institutions were parts of particular industries. Indeed, during the
Soviet regime, the government was both—the main owner of universities and the
main employer. The main role of government in the economic sphere was the input
and output planning. In higher education, this would imply planning the number of
students, specialties, and programs for each institution based on the needs of dif-
ferent industries. In other words, the development of the higher education system
depended on an estimation of the national needs of the labor force (Shpakovskaya
2007). It is important to note that universities in Moscow and some capitals of the
former Soviet republics were providers of the manpower for the national labor mar-
ket whereas regional universities had the same function for the local labor markets.

The role of the higher education institutions as manpower suppliers for particular
sectors of economy and even for particular enterprises is deeply rooted in the indus-
trialization of the Soviet economy in the 1920s. In this period, the Soviet govern-
ment relied mostly on the technological expertise developed in western countries
and on a mass higher education model (Khanin 2008).

Each important development in the national economy as well as in social and
political life was accompanied by a corresponding development in the higher educa-
tion sector. For example, after the Second World War, the government set up “com-
munist party schools” for training party apparatus and state machinery. Besides, the



104 I. Froumin and Y. Kouzminov

Growth in the number of universities

1200
1000 /9 =
800

600
NW >14
400 /
200
.ﬁ/‘ 150
2

0 T T T T T T T T T |

1914 1917 1940/41 1950/51 1960/61 1970/71 1980/81 1990/91 2000/01 2010/11

1115

Fig. 6.4 Growth in the number of universities in Russia (1914-2011)

Academy of Social Sciences was established for training ideologists and social sci-
entists. These institutions had the status of universities. Special institutions were set
up for training specialists in diplomacy and foreign trade. Soviet nuclear production
and space development programs led to the establishment of two elite universities:
Moscow Institute of Physics and Technology and Moscow Engineering Physics
Institute (Khanin 2008) and quite a few engineering universities and departments
specialized in nuclear physics and space research.

However, the above postwar changes and those introduced during the Khrush-
chev era did not involve a significant change in the structure of the higher education
system, which was formed mainly in the 1930s (Shpakovskaya 2007). Figure 6.4
illustrates an insignificant increase in the number of universities since the end of the
1940s till the collapse of the USSR.

We agree with the statement by Carnoy et al. (2012) that the Soviet totalitarian
state considered the provision of higher education as an important factor of legiti-
mization of the state. However, the most important factor that determined the sup-
ply of the higher education in the USSR was not students’ and families’ desire for
personal development or social mobility through higher education but the require-
ments of different sectors of the Soviet economy. This demand focused mainly on
the manpower for these sectors. The demand for research and development (R&D)
for these sectors was divided between the higher education institutions and special
R&D organizations (including academies of sciences).

The Soviet government invented a number of instruments to align supply and
demand in the system. These instruments include: manpower planning and fore-
casting; state orders to each university to produce a certain number of graduates
in different and very specialized areas (there were more than 400 specializations
planned by the central planning authorities in 1971); mandatory job placement
for each graduate with the requirement to spend at least 3 years in the assigned
job; mandatory links between state-owned companies (there were no other compa-
nies) and universities that included on-the-job training and mandatory contracts for
R&D. The system had a built-in mechanism to respond to the future needs of the
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economy: the development plans for new industries included such special measures
as the development of new occupational requirements, appropriate curriculum and
teaching materials, and opening new programs and whole institutions.

As we consider the manpower production (and partially R&D) for different sec-
tors of economy as the basis for analysis of the structure of the supply of the higher
education, we suggest that the Soviet higher education system included the follow-
ing types of higher education institutions:

+ sectoral universities of national significance;
 sectoral universities of regional scale; and
» “traditional” universities aimed at training local and national elites.

The first type—national sectoral (specialized) universities—was a Soviet type of
corporate higher education®. It included universities of aviation, railways, and min-
ing. Each group of sectoral universities included a “central” sectoral university that
played a role of a leader for the whole group. It produced cadres of professors for
other sectoral universities; central sectoral universities had significant programs of
R&D in the particular sector. Other sectoral universities usually were connected
with particular enterprises within this sector in different regions of Russia’. It is im-
portant to mention that many such universities were subordinated to sectoral minis-
tries rather than the Ministry of Education of the USSR.

The reason for the existence of the second type of Soviet higher education
institutions was the need for training the personnel for specific sectors of the
regional economic systems. These institutions were regional sectoral universities.
The higher education institutions with such disciplines as education, culture and
arts, medicine, engineering, agriculture, and finance were established in each region
or in the group of neighboring regions (the central planning agency had special
procedures to allocate different specialized universities among the regions). In some
cases, these institutions were subordinated to particular sectoral ministries (e.g.,
agricultural higher education institutions to the Ministry of Agriculture, medical
higher education institutions to the Ministry of Health Care, and teacher training
(pedagogical) higher education institutions to the Ministry of School Education).
Each sectoral group of the regional higher education institutions also included cen-
tral or leading institutions in Moscow or in other capital cities. These leading insti-
tutions performed the functions of methodological support and knowledge manage-
ment within the specific group (e.g., the First Moscow State Medical University or
Russian Teachers’ Training University in Leningrad). All universities in the regions
of Soviet Russia were subordinated to the central authorities in Moscow.

The third type—traditional universities—performed two functions. They
trained: (1) researchers that moved them to the R&D sector or to other universi-
ties as professors (especially in departments of basic sciences, social sciences, and

8 Soviet sectoral ministries were in some sense, large state-owned companies.

% Soviets invented the model of “university-factory” where students combined training and getting
practical experience from real work. They started from low-skilled jobs in the particular enterprise
and moved to higher skilled positions at this factory or plant during 5 years of education. It was
considered as full-time education of special sort.
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humanities) and (2) local (and in some cases—national), managerial, and political
elites (economics, history, law, journalism, etc.). As a rule, these universities did
not have schools of engineering, arts, and medicine. This structure fits well with
the structure of the Soviet labor market. A rigid regulatory framework for different
types of institutes was developed centrally. The initiative from the bottom was not
welcomed. However, the fact that the Soviet government used effective mecha-
nisms of turning universities into resources of the national and regional planned
economy cannot be denied. The state system provided the higher education with
the resources adequate for the demand formulated by the state-owned and state-
controlled economy. The problems of this system reflected general problems with
a centrally planned economy: rigidity and lack of initiative and built-in feedback.

It is important to clarify that legally all universities had the same structure of
programs: undergraduate and graduate. Almost all programs were planned for 5
years of implementation (with very few exceptions). There was a small group of
universities that included research centers with separate financing. These universi-
ties had larger graduate programs than other universities. However, formally all di-
plomas had the same value. Students from sectoral universities could enter graduate
programs and research careers in the respective sectors.

The relationships between universities and research institutions (including acade-
mies of sciences) were also formalized. The majority of leading researchers from the
research institutes worked part time as professors in local universities (often there
were heads of departments). Many research institutes had their own doctoral pro-
grams. They cooperate with the universities to get the applicants for these programs.
So, both supply and demand in Soviet higher education came from the government.

At the same time, the government could not completely ignore demands from
families (and the students). Students could choose a university and program to study.
They could enter the chosen university through competitive exams managed by an
individual university. One could imagine the system that extends the planning to
the selection of the students to enter the universities. In such a “brave new” system,
the government should test the appropriateness of school students to the particular
job and place them into the respective universities and programs. To some degree,
such an approach was tested in various forms in early Soviet times. In the last Soviet
period, the government used different forms of positive and negative discrimination
to regulate the students’ demand for higher education. Special places in universities
were reserved for young people with working experience in a particular sector and
for students from ethnic minority groups. They could get into the most prestigious
universities with lower exam results within the special quota.

6.4 Social and Economic Transition and the Expansion of
Higher Education over the Last 20 Years

The Russian higher education system was strongly affected by the social, cultural,
and economic changes that have been taking place in the country since the begin-
ning of the 1990s. The key changes and characteristics of this period relevant to
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tertiary education as indicated in OECD Thematic Review of Tertiary Education
(2007) were the following:

* movement to democracy and market economy;

» rejection of planned human resources policy related to the main economic
sectors;

» decline or elimination of a number of key industries;

+ elimination of the centralized distribution system; and

» dramatic weakening of centralized control.

Changes that happened in the Russian labor market as a result of the “perestroika”
are also important. These changes were a swift shift from state control of wages,
manpower resource allocation, and employment to a market system of wage setting,
students’ response to labor market opportunities through the choice of courses and
programs, and freedom of employers to hire graduates based on market conditions
(Carnoy et al. 2012). In the section below, we analyze how social and economic
transformations affected the demand for higher education.

New sectors of the economy emerged with unprecedented speed—e.g., banks,
insurance companies, and private retail. They required hundreds of thousands of
managers, accountants, and lawyers trained for the new economy. At the same time,
many traditional industries collapsed. The salaries of engineers and researchers
(especially in natural and engineering sciences) decreased. This new demand of
the labor market mirrored the changing preferences of families and students. They
turned to business education and departments of management, economics, law, and
humanities (The White Book of Russian Education 2000). The dramatic shift in the
preferences of prospective students became one of the determining factors in the
expansion of higher education.

However, we argue that strong demand for higher education from families and
students themselves was not determined by the changes in the labor market structure
only. This demand existed implicitly for a long time in the Soviet Union. The voices
of families and students were not heard. Many educated and caring families could
not send their kids to universities because of the high competition, tight limita-
tions on the number of places, and the government discrimination instruments. The
emergence of new stakeholders in consumers of higher education services was the
most important factor in higher education expansion. The “quasi-corporate” system
suddenly became an open market system. Another important driving force behind
the male students’ wish to enter a university was the avoidance of the Russian army
draft. As soon as a male becomes a student, he gets a draft exemption.

As it happened with some other previously closed and heavily regulated areas
of the Soviet life, the opening of the higher education sector to the demand of new
stakeholders led to massive growth. The government did two things to open the sys-
tem to new customers. In 1992 it permitted public institutions to enroll fee-paying
students along with state-funded students and allowed the opening of private higher
education institutions. It also added a number of state-funded places to the public
universities, but the main expansion happened because of fee-paying students as is
shown in Fig. 6.5.
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Number of Students by Source of Finance
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Fig. 6.5 Number of students by the source of finance. (Source: authors own calculations based on
the state statistics)

This coexistence of tuition-paying and tuition-free places at the Russian public
universities is a relatively unusual phenomenon. Different universities employ dif-
ferent strategies to resolve inevitable tensions associated with this arrangement.
There are no studies of the impact of this coexistence. Anecdotal evidences and
informal interviews with the university rectors show that all universities found ways
to put together these two cohorts of students. Another question arises: where do the
Russian public universities get the capacity to absorb all these students—where do
they get professors, laboratories, learning materials, etc.? The answer is that they
started to utilize the existing capacities more effectively. However, this is only a part
of the answer. Two main trends behind the capacity increase were acceleration of
part-time programs and opening of branches of universities in different cities and
towns. The provision of part-time education increased so quickly that in 2000, the
admission to universities exceeded the number of school graduates (Fig. 6.6).

This “excessive” supply reflected the growing demand by other audiences not
just school leavers. This is why the supply included such options as shortened pro-
grams that provided a “second diploma” for those who completed higher education
program before and part-time education for those who graduated from vocational
schools or vocational colleges (with associate degrees). As a result, the share of
part-time students in Russia was more than 50 % as of 2010 according to “Education
at a Glance 2012 (Table 6.3).

University branches grew very quickly. Often they were opened in small towns
with poor quality buildings, without any human capacity to teach. However, it did
bring higher education (we do not mention the quality of education here) to the con-
sumers. In 2002, there were more than 1300 branches of public universities in all
regions of Russia. Most of the places in these branches were self-financed.
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Nikolaev and Chugunov 2012)

Table 6.3 Distribution of Students by Mode of Study

Tertiary-type B Tertiary-type A and
education advanced research
programmes

Full-time Part-time Full-time Part-time
OECD countries

Australia 47,3 52,7 70,8 29,2
Canada 76,0 24,0 82,1 17,9
Czech Republic 90,5 9,5 97,4 2,6
Estonia 89,7 10,3 86,8 13,2
Poland 67,8 32,2 45,2 54,8
Slovak Republic 78,0 22,0 64,4 35,6
Slovenia 53,9 46,1 75,0 25,0
United States 48,2 51,8 66,3 33,7
OECD average 71,4 28,6 79,6 20,4
Russian Federation 67,7 32,3 48,9 51,1

The second most important response to changing demand was the development
of the private sector in Russian higher education. More than 450 private universities
have been opened over the past 20 years. The private sector in higher education is of
particular importance for the post-Soviet period being reviewed—discussed further
in a separate section. As a result, the number of higher education institutions in
Russia grew rapidly (see Table 6.1). A few new public universities were also estab-
lished by the federal and regional governments to respond to the changing demand.

The growing supply in higher education gradually influenced the demand and
supply of professional education on other levels: initial and vocational colleges
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Table 6.4 Changes in number of institutions/students: initial vocational education and voca-
tional colleges. (Source: Statistics of Russian Education 2013, Retrieved from http://stat.edu.ru/
(23.01.2013))

Initial vocational education Vocational colleges
Number of Number of Number of Number of Part-time
institutions students institutions students students
(thousands) (public) (thousands) (thousands)
1991 4321 1841 2605 2202 560
1995 4166 1689 2612 1923 457
1999 3911 1694 2576 2147 459
2000 3893 1679 2589 2309 519
2005 3392 1509 2688 2473 510
2006 3209 1413 2631 2389 483
2007 3180 1256 2566 2289 472
2008 2855 1115 2535 2136 459
2009 2658 1035 2564 2052 453
2010 2356 1007 2586 2027 445

Table 6.5 Share of students per levels of tertiary education system (percentages). (Source: Abankina
2012)

Initial vocational education | Vocational colleges Higher education (universities)
1993 | 51.3 26.4 22.3
1999 | 34.4 29.4 36.2
2002 |29.1 28.2 42.7
2006 |22.5 28.5 49
2009 | 21.4 24.1 54.5

(UNESCO levels 4 and 5b). From 1991 to 2010, the number of students in initial
vocational programs dropped from 1.8 to 1 million whereas the number of students
in vocational colleges remained mostly stable (as illustrated in Tables 6.4 and 6.5).

The enormous expansion did not just respond to the existing unsatisfied demand;
the supply also fueled the demand back starting the cycle of mutual stimulation.
Higher education had become a social norm for young people. Currently 85% of
secondary school graduates (supported by their families) plan to enter higher educa-
tion. They consider higher education not just a pathway to specific occupations but
as a means to acquire general competencies and a social status.

Compared to the Soviet times, the government significantly reduced its role
in regulating the access to higher education institutions. The affirmative action
policies were mostly stopped. The introduction of the national, centrally adminis-
trated university entrance exam (the so-called Universal State Exam (USE)) was the
major policy step to ensure nationwide competition for university places. However,
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a number of universities (especially those that operate under the sectoral ministries)
have a special quota for the students that “are sent” by particular state-owned com-
panies to study at these universities with some guarantees of employment. How-
ever, the number of such students is very low compared with those who enter the
universities through USE.

6.5 Changes in the Supply Structure of Higher Education

The data in the previous section suggest that in the past 20 years, Russia has
achieved a very high degree of access to higher education. In the section below,
we discuss how this expansion has changed the structure of the higher education
system and how the system has responded to the structural changes in the economy
and, specifically, in the labor market. These dramatic changes were accompanied
by the deconstruction of the existing instruments of aligning supply and demand.
The government abandoned the centralized mandatory graduates’ placement sys-
tem. This happened overnight. Tens of thousands of graduates found themselves
in the labor market without any guidance, support, and recruitment infrastructure.
The carefully built balance between supply and labor market demands was broken.

The situation in Moscow and Saint Petersburg is a good example of the mis-
match that emerged. By 1991, 23 % of all public universities and more than 25 % of
students were concentrated in Moscow and Leningrad (Saint Petersburg) with 28 %
of teaching staff being located in those cities, i.e., nearly 32 % of the total number
of teachers holding academic degrees worked in those cities (The White Book of
Russian Education 2000). Before 1991, the majority of the university graduates in
Moscow or Leningrad used to be sent to other regions through the mandatory job
placement mechanism. They could not stay in Moscow and Leningrad legally. After
the abolition of that mechanism, the majority of the university graduates of those
cities decided to stay in the capital cities despite the fact that the labor market did
not need such large numbers of aviation engineers or medical doctors.

Almost all the links between universities and industry previously enforced by
the central planning agency disappeared. However, the government maintained one
function—the allocation of budget-financed student places among different uni-
versities and educational programs within universities. Despite significant chang-
es in the Russian economy and in the labor market, this allocation (that formerly
presented the needs of different elements of the economy) did not change much.
New needs of private business, families, and students themselves did not find an
adequate response from the government in the form of allocations of state-funded
places. The changes in the structure of the supply of the state-funded places were
slow and insignificant. This fact confirms the path dependency theory (David 1985)
as the universities did not react to the changing labor market. They continued to
ask the government to finance the same narrow training of the specialists that they
had done for many years. They were interested in maintaining the state of affairs
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to avoid investment in such changes. Thus in their relationship with the state, the
universities tried to maintain the traditional set and volume of educational programs
paid by the state despite the real needs of the labor market.

Traditional employers (especially big state-owned companies) were reasonably
happy with the traditional structure of the supply. Gradually, the voice of new players
or stakeholders—private business in new industries—became louder. Employers in
new emerging industries required not only general managerial and social skills but
also strong technical skills e.g., information technologies skills. The universities
had neither trained personnel nor developed curriculum to provide training for the
emerging sectors. The Ministry of Education did not hear this voice and maintained
arigid approach to the federal education standards. This became a barrier to increas-
ing universities’ flexibility in responding to the changes in labor market demands.

As demonstrated by and Dobryakova and Froumin (2010), there are no real in-
centives for universities to abandon outdated programs, improve the quality of their
educational provision, and introduce innovation. University administrators, profes-
sors, and even students are more or less satisfied with the current state of affairs.
Russia maintains a very low level of unemployment and at least “some work™ is
guaranteed to the graduates. This allows students to ignore professional training and
focus on developing social competencies. According to a recent survey of 890 em-
ployers in Russia, less than 10 percent of the employed found jobs in the industries
fully corresponding to their specialization as stated in their diplomas. The research
also indicated that 75 percent of university graduates in Russia have been taking
jobs in the areas different from their fields of study and most of them have to receive
some on-the-job training prior to cope with job responsibilities [Galkin, 2005].

At the same time, in their response to the popular demand for training in manage-
ment and economics, marketing universities opened new schools and departments
mainly on a fee-paying basis. The departments of economics, management, law,
etc., started getting established almost in all universities including formerly highly
specialized institutions. This led to significant changes in the structure of the supply
of higher education as shown in Fig. 6.7.

This analysis demonstrates that universities responded quite effectively (at least
in terms of quantitative expansion) to the demands of families and students for
managerial, economic, and legal education. This was also a response to the demand
of the emerging service sector of the Russian economy. The specific nature of this
situation is that both the creation and the expansion of the service sector in the Rus-
sian economy and the higher education response took place almost simultaneously.
The sector representatives did not have the capacity to articulate their demand and
to formulate the requirements to the quality of training. The demand for quanti-
ty was so high that the universities could ignore the quality. They had almost no
trained staff to teach students. They had no proper textbooks and teaching/learning
materials. This is one of the reasons why this sector of Russian higher education is
still regarded as a low-quality sector. So, on the one hand, public universities tried
to keep the status quo in their “traditional” fields and to maintain the allocation of
the state-funded places in these fields. They considered the state as an important
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Fig. 6.7 Admission to higher education institutions by groups of specialties. (Source: The White
Book of Russian Education 2000)

consumer. On the other hand, they found new market-type demand for economics
and management training by prospective students and responded to this demand. So
in both cases, they behaved rationally.

The expansion of education in “soft areas” such as management and business
indicated the desire of the students to obtain flexible and broad education—not
just new labor market opportunities. Almost all stakeholders complained about too
narrow specializations and the vocational orientation of the higher education. The
Ministry of Education responded slowly by cutting down the number of specializa-
tions from 1200 in 1997 to 900 in 2003. Radical change started with Russia joining
the Bologna process in 2003. The majority of the 5-year specialized programs were
merged into a broader 4-year baccalaureate programs. This led to the significant
change in the structure of the supply of the higher education. It also contributed to
saving resources by shortening the majority of programs by 1 year.!” These changes
in supply led to the change of the typology of the universities described in Sect. 6.2.

National sectoral (specialized) universities became more diverse. They opened
new programs in economics and management. However, their progress or stagna-
tion much depends on the situation in the “parent industry.” In the case of the deg-
radation of the sector with automotive production, textile industry and electronics
being good examples, the labor market shrinks and becomes unattractive. Gradu-
ates will not find jobs according to their specialty. Even if the sector survives, the
capacity of universities producing such specialists easily becomes excessive as it
has happened to a network of universities that served the aviation industry. Thus,
these universities enter unhealthy competition. By maintaining their sectoral iden-
tity, they face the risk of stagnation. They get fewer good students and less funding

10°'We have to admit that, gradually, the Bologna system has affected other sectors as well.
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for research or fee-based specialized training. In the case of the progress of the sec-
tor (oil and gas industry and railways), the universities also retain their identity but
develop new programs reflecting new challenges and opportunities in the sector.
They develop R&D partnerships.

The second type of universities—regional-sectoral universities—went through
dramatic changes. Their parent industries declined in most cases. They opened de-
partments of management, economics, and psychology, for example. This made
them direct competitors to each other and to “traditional” universities. Most of
them, with the exception of medical universities, became outsiders in the national
and regional higher education systems. They refused to cut enrolment and were
faced with the intake of low-qualified students. Having the status of federally gov-
erned institutions, they have not established new relationship with the regional au-
thorities and regional labor markets. Some exceptions rather confirm the general
rule—those universities that do not provide special education do not have any real
value in relation to the labor market. At the same time, they play an important role
by giving general social skills to the students.

Finally, traditional universities mostly maintained their status of leading higher
education institutions in their regions. They had an advantage of having some ca-
pacity in training economists, journalists, and lawyers. In most cases, they continue
to train local elites. But the decline in research funding in the country dramatically
affected almost all departments, particularly science departments. The best profes-
sors left the universities and often left the country. Due to the decline in funding, the
research function in those universities has almost disappeared. They also stopped
training specialists for the Academy of Sciences and for the sectoral research insti-
tutions.

Thus, currently Russia has a new structure of higher education. It is much more
diverse than it used to be in the Soviet Union. The state has lost the instruments
to maintain the traditional balance between the supply and demand and maintain
the quality at a reasonable level. The state has not introduced new market-based
instruments to ensure entrepreneurial behavior of the higher education institutions,
their openness to the labor market demands, and to the expectations of the external
stakeholders (OECD Thematic Review of Tertiary Education 2007). The current
structure of supply does not match these demands and expectations.

6.6 The Development of the Private Higher Education
Sector in the Last 20 Years

There used to be no private education in the Soviet Union. The education law of
1992 allowing the establishment of private higher education institutions was met
with unexpected enthusiasm. Since then, a number of private universities have been
providing education in socioeconomics and humanities. Private universities made
attempts to be more open to potential candidates and their parents and respond to
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Fig. 6.8 The distribution of students by the form of training

the requests of the rapidly changing educational market. But in pursuit of meeting
these needs, they face contradictory needs: some consumers were longing only for
diplomas; other candidates were seeking skills that were in demand in the labor
market; many parents wanted to keep their children!! out of the labor market and
give them general social skills and functional literacy. The majority of researchers
argue that the “private sector initially failed to perform creatively in a competitive
environment” (Gurov 2004). We do not agree with this statement. Indeed, there are
almost no private universities in Russia that offer free education. So each private
university has to raise funds from students and attract as many students as pos-
sible. At the same time, the objective view suggests that there are three main types
of private universities based on existing demand. For those universities that “sell
diplomas,” the quality of education is out of their list of priorities. Other universi-
ties keep kids out of the streets and provide them with basic managerial skills. As
the leader of one of such universities claimed, “primarily private universities were
established as a sort of employment agency to prevent young people from becom-
ing unemployed and committing crime” (Ilyinsky 2004). Finally, there is a group of
private universities that provides decent training in such areas as law, management,
and business. Figure 6.8 shows that the private universities are focused more on
part-time education than the public universities.

During the last 20 years, private universities (with few exceptions) failed to be-
come central players in the market for higher education. They are perceived by the
population and by the state as marginalized group of universities for those who
cannot get free tuition places in public universities. It means that if a school leaver
fails to get a tuition-free place in a public university and, at the same time, cannot

't is important to note that the school leaving age in Russia is less than in many countries—17
years.
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afford to pay for his/her education because the tuition fee in public university is
much higher than in private universities, he/she has an option of a private university.

The data collected by the Higher School of Economics (RIA News 2012) dem-
onstrate that the average USE score to enter private universities in Moscow is only
55.1 points whereas in public universities, it is 69.5. Such a distribution is also
typical for other regions in Russia. The majority of private universities enroll 2/3
of their candidates with an average score between 47 and 55 points. Only 1/3 of the
candidates enrolled by state universities have scores under 45 points whereas 62 %
of private universities accept candidates with a minimal score under 45 points. Cur-
rent demographic trends suggest that the private universities are facing the grow-
ing challenge to obtain students. It pushes them to work more with nontraditional
students and become institutions for life-long learning.

6.7 Access to Higher Education

The sharp drop in income levels and living standards after the collapse of the Soviet
Union affected the accessibility of higher education for different population groups.
Many parents were not financially sound to send their children to other cities to
prepare for and pass the entrance examinations of the universities. Such a situation
did not allow well-prepared school graduates from rural areas or far regions to enter
the best universities. They had to choose higher education institution according to
territorial proximity. Financial factors began to be assumed as definitive criteria for
admission to universities, as claimed by Efendiev and Reshetnikova (2004). Resi-
dence and income level had a significant impact on access as many experts believe.
This situation was perceived by the population as a serious injustice because, as
we mentioned earlier, the Soviet system included a number of measures of positive
discrimination (affirmative action) that equalized the access to higher education for
different income groups despite their place of residence.

Corruption at the entry point to university was another serious problem that af-
fected equal access to higher education. Corruption existed at the level of individual
examiners as well as at the institutional level. Each higher education institution had
its own entrance exams to be passed, which usually required additional training.
Applicants wishing to get to specific universities could hardly expect successful
enrolment without completing these very expensive preparatory courses. The cor-
ruption in university entrance exams processes was widespread.

The introduction of the USE in 2009 was an important step to get rid of cor-
ruption and improve the access to higher education. OECD experts claimed, “the
development of a new form of enrolment - based on the Unified State Exam - is the
most important and fundamentally new initiative in recent years aimed, on the one
hand, at equalizing the territorial and economic differences and on the other hand,
at eliminating institutional barriers that arise due to the gap between institutions of
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Fig. 6.9 Regional distribution of 1st year students at Higher School of Economics (HSE.) (Source:
NRU 2009, http://ba.hse.ru/stat

secondary and higher education.” (OECD Thematic Review of Tertiary Education
2007).

The introduction of the USE almost stopped the corruption. It widened the choice
of universities. Thus, the USE has increased the accessibility of education by reduc-
ing the transaction costs associated with preparation for entry. Also, conditions to
enhance educational mobility of students were created. Some examples of the USE
influence on access to higher education should be noted. The number of students of
the Higher School of Economics from different regions of Russia increased steadily
as a result of the USE (Fig. 6.9).

Currently, most of the best and brightest school graduates from the Russian re-
gions use the USE to enter the best universities in the Moscow. It created new
demand for places in the reputable universities and stimulated stronger competition
among capital and regional universities for the best students. One cannot claim that
the introduction of the USE solved the problem of access to high quality higher edu-
cation. The cost of living in capital cities is still unbearable for many families. The
state failed to introduce working schemes of financial assistance for the students
from poor families. Difference in the level of preparation of school graduates to the
USE is also an important factor that limits the opportunities of students that did not
go to good schools. A number of studies confirm the fact that students from families
from the two lower-income quintiles are represented disproportionally low in top
Russian universities. This issue needs to be addressed.
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6.8 New Higher Education Policy: From Access to
Quality

The National Education Development program was approved by the Russian Gov-
ernment in December 2012. It marks a new stage in educational reform in Russia
and reflects experiments that took place in Russian education in last 5 years. The
quality of education is considered in this program as a priority for educational poli-
cy. In higher education, quality is interpreted as strong correspondence between the
demands of the labor market and the supply of educational services'?. The idea of
quality also includes such aspects as international competitiveness that often is seen
through the lens of international rankings. This section describes various reforms
that are intended to lead to better quality higher education.

6.8.1 The Establishment of a Group of Leading Universities

The government recognized the need to articulate the differentiation of universities
and give better opportunities to some universities to become leaders and beacons
for other universities. Two groups of universities were established:

6.8.1.1 Federal Universities

The process of creating a network of “federal universities” in different regions by
merging existing higher education institutions started in 2006. The main goal of
establishing these universities is the development of strong higher education insti-
tutions that could become drivers for regional economic and social development
through advanced R&D and the provision of world-class education for the students
from remote regions. Federal universities had to comply with several important
features described as follows:

» A wide range of innovative higher and continuing professional education pro-
grams, retraining and advanced programs based on the use of modern educa-
tional technologies and differentiation by target group and levels.

* A wide range of fundamental and applied interdisciplinary research including
priorities for the development of science, technology, and engineering in Russia.

» Participation in regional, national, and international programs and projects to
provide sustainable diversified revenue structure in consolidated budgets of the
university.

As a result, nine federal universities were created all over the country, from
Kaliningrad to the Far East over the past 7 years. Each of these universities received
an additional development grant to improve the infrastructure for teaching and

12 This interpretation of quality looks narrow. It is still a subject of professional discussions.
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research. The total funding of these development grants exceeded 90 billion rubles
(about 3 billion dollars). However, the impact of this project is doubtful. The selec-
tion of higher education institutions for the status of the federal university occurred
without any contest. It was held according to geopolitical considerations and also
under lobbying efforts undertaken by regional leaders. So the capacity of these uni-
versities was insufficient to achieve the stated goals. Moreover, the government
did not realize the pitfalls of merging different institutions. Such a situation raises
questions about the achievement of stated objectives: it was assumed that the fed-
eral universities would be among the top 300 best universities in the world by 2020.

6.8.1.2 National Research Universities

An open contest was held by the Ministry of Education and Science for granting
the status of a NRU in 2008. The NRU status was assigned to 29 higher education
institutions through two rounds of the competition (the second round took place in
2009). The integration of education and research is the main feature of these univer-
sities. NRU status is aimed at new knowledge generation and transfer; conducting
fundamental and applied research. Obviously, these features affect the educational
process—a significant proportion of students enrolled in graduate and postgraduate
programs.

The universities that become the winners received additional funding (up to
1.5 billion rubles for 5 years), which could be spent on [Decree No. 550 2009]:

» purchase of educational and scientific equipment;

» professional development and retraining of academic and teaching staff;

» development of educational programs;

» development of information and communication technologies (ICT) resources;
and

» improvement of the quality of education and research management.

The additional funding helped to improve the infrastructure of the universities and
the professional development of teaching staff. Unfortunately, these formally pre-
scribed lines of funding did not permit spending money on development of cutting-
edge research by attracting the best foreign and domestic faculty. A very important
fact is that the new status given to the universities was accompanied by a consider-
able increase in bureaucratic control. For example, NRUs were supposed to provide
weekly reports (Fedukin and Froumin 2010).The idea of the selection and support
of universities that are capable of becoming leaders and engines of education most-
ly had a positive response among the professional community. Other universities
began to create development programs to promote research and publication activi-
ties following the leaders. The development of these leading research universities
should respond to the demand of a national innovation system and the best gradu-
ates of the Russian school system that are interested in an academic career. Annual
reviews of the outcomes of this project showed the increase in the research output
of these universities, strengthening their prestige among the best school graduates.
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6.8.1.3 Project 5/100

In creating the group of leading universities, the Russian Government paid special
attention to the Russian higher education acceptance in the international arena, in
particular, national universities places in international rankings (The Edict of the
President of the Russian Federation 2012). The Ministry of Education identified
several tasks to achieve the objective of ensuring that at least five Russian universi-
ties are ranked in the top 100 of one of the leading international rankings by 2020.
These tasks are:

 creation of favorable conditions to link research and education;

* increasing the number of foreign students and postgraduates;

* attraction of foreign professors and the internationalization of all areas of educa-
tion and research activities;

* implementation of international management practices and the involvement of
foreign experts in the field of university management; and

 university brand promotion activities on the world stage.

The contest for the “international competitiveness” grants was planned for the end
of 2013.

6.8.2 New Links Between Universities and Industry

In its attempts to build new mechanisms to link universities and industries, the Rus-
sian government moved from direct administrative pressure to market-type incen-
tives. The mechanism was designed to encourage the use of production capacity
of the enterprises of Russian higher education institutions for the development of
high-tech industry and to stimulate innovation in the Russian economy [Decree
No. 218 2010]. Implementation of the decree assumes the possibility of financ-
ing projects to the amount of 100 million rubles per year. In this case, an essential
condition is a manufacturing enterprise investing its own funds in the project in the
amount of not less than the full amount of the government subsidy. The project al-
ready has considerable positive results (Kommersant 2012): in 2012, 2488 new jobs
were created, including jobs for young people—1484. Projecting for 2013-2017,
about 9500 new jobs will be created. The number of young university scientists (ex-
perts), students, and postgraduates involved in the research activities of the project
amounted to 4319, and among them, young scientists—1733; students—1868; and
graduates—718. Another positive outcome of this project was the involvement of
the employers in the modernization of the curriculum. It should lead to a better bal-
ance in the supply of higher education and high-tech industry demand.
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6.8.3 Closing Down Low-Quality Higher Education Segment

There was a great resonance in expert and professional communities drawn by the
higher education institutions’ performance monitoring exercise. It was organized
by the Ministry of Education and Science in the second half of 2012. Every public
higher education institution and all branches provided data on their performance
on 50 indicators. Further, five indicators were singled out and on the basis of data
analysis, thresholds of effectiveness were established.

Universities were recognized as “having risk to be ineffective” if four or five
indicators were below the threshold. Almost 106 of 502 higher education insti-
tutions and 450 of 930 branches got into this group. The result of the additional
analysis carried out by government expert groups showed that 25 universities and
231 branches should be closed down and 50 universities should implement serious
measures to improve quality. By the end of 2012, 21 universities and 156 branches
were closed down or merged with other more successful universities. This measure
was carried out to identify underperforming universities that provoked strong public
response: some experts believed that drastic action is long overdue and purification
of higher education system is essential for its future development. Other groups
actively protested and accused the government of destroying a great Soviet legacy.
This project indicates that Russian government officials are serious about radical
measures to eliminate weak universities. Some estimates suggest that as much as
20% of universities and 30 % of affiliates would be cut in the next 2—-3 years.

6.9 Conclusions

The last 20 years have radically changed the relationship between supply and de-
mand in the Russian higher education. There were two stages in this change. From
1991 to 2000, the subordination of higher education to the planned and regulated
demand of the state controlled economy has been spontaneously transformed into
a strange mixture of public provision of traditional education (that almost lost real
demand) and a market-oriented supply of popular programs (in economics, man-
agement, etc.). New mechanisms to align the supply with demand of the different
stakeholders were gradually developed and introduced during the last decade. It
happened in the context of a rapid expansion of higher education in Russia and
rapid demographic decline of the student-age population. This experience shows
that Soviet-type approaches to regulate the supply directly from the center to align
it with the demand of multiple stakeholders in a rapidly changing environment do
not work. The state should ponder more autonomy to universities and incentives
to be more open to different types of demand and to engage universities in healthy
competition. At the same time, the state should provide incentives and facilitate the
differentiation of universities in response to the diverse demands of the families and
the labor market. Finally, another important role of the state in the transition period
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should be to maintain quality assurance mechanisms by engaging universities in the
dialogue with employers, students, and regional authorities.
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