ATLANTIS

PRESS

Advances in Economics, Business and Management Resear ch, volume 195

Proceedings of the Second Conference on Sustainable Development: Industrial Futureof Territories (IFT 2021)

Economic Security of Higher Education Institution as
Viable Strategy for Sustainable Development
Irina Pervukhinal, Marina Vidrevich!”, Csilla Marianna Szabé?

1Ural State University of Economics, Ekaterinburg, Russia

2TEMPUS Public Foundation, Budapest, Hungary
*Corresponding author. Email: mbv@usue.ru

ABSTRACT

The recognition of sustainable development as a key objective for higher education institutions around the world has
been steadily increasing for the last two decades. The main objective of the present work is to analyze some international
practices in Eastern-Central European countries in facing the challenges of sustainable development and economic
security in the higher education sector. More specifically first the authors focus on the experience of HEIs in Hungary.
Then they provide preliminary analysis of the factors affecting sustainability and economic security of a regional HEI
using the case of Ural State University of Economics (Ekaterinburg, Russia). On the basis of the findings, the authors
proposed some recommendations for mitigating the exiting and possible risks that may have a negative impact on
sustainable development and economic security of the University.
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1. INTRODUCTION

Development as a complex process is the ability of a
national economy to generate and sustain an annual
growth of macroeconomic indicators. The global
development and penetration of new technologies into all
spheres of human activity in the XXI century have
significantly changed the patterns of modern economy
and industrial production. As a result, fundamentally new
products, services, technological solutions as well as new
jobs have emerged. The process of generating and
disseminating knowledge is becoming the key factor in
reproducing social wealth and developing human capital,
both in terms of its qualitative and quantitative growth.
The link between three dimensions — economic, social
and environmental — presents the concept of sustainable
development.

The recognition of sustainable development as a key
objective for higher education institutions (HEIs) around
the world has been steadily increasing for the last two
decades [1, 2]. In a broader sense, sustainability “implies
the survival, the security, and beyond these, the well-
being of a whole system, whether this is seen at local
level, such as community, or at global level” [3, p. 512].
Sustainability in education means that “the state should
ensure a predictable and stable budget for the operation

of institutions” [4, p. 109]. However, not only the state
but also the institution should make efforts to harmonize
the sources and the expenditures. HEIs in Eastern-Central
European countries have faced multiple challenges for
the last 25 years that are associated with the transition
from a post-communist to a capitalist country, such as
liberalization, the growing number of students, changes
in the higher education system related to the Bologna
Process, and the inclusion in the European higher
education area [5].

Researchers have taken on the identification of
suitable strategies for implementing sustainable
development into the institutional framework of HElIs,
including teaching and learning, research, teachers’
professional training, community outreach, and
collaboration with other universities [6, 7].

Dynamic changes in the social life and digitalization
of the economy could not but make an enormous impact
on national education sectors, particularly on higher
education. The large-scale introduction of information
and communication technologies (ICT) into the
educational process enables universities to significantly
expand the scope of the participants, disregard of their
territorial location. This ensures the availability of
cognitive resources and the efficiency of their translation.
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Education is transforming into a functional infrastructure
of the global economy, which leads to the emergence of
unified world educational standards.

Higher education is becoming one of the most
important investment tools targeting sustainability of the
society, as it produces a new type of consumer goods and
services, i.e. knowledge and training. However, a
dynamically changing environment and knowledge
growth may catalyze the emergence of real and potential
risks, as students are conceptualized as consumers. On
the other hand, increased consumerism may have a
positive effect, namely, greater student centeredness as
students are treated as stakeholders in systems where
HEIs have to compete for their business. This
competition has the potential to improve student learning
by urging faculty to focus more thoughtfully on quality
teaching [8].

The main objective of the present work is to analyze
some international practices in facing the challenges of
sustainable development and economic security in the
higher education sector. More specifically first we focus
on the experience of HEIs in Hungary. Then we provide
preliminary analysis of the factors affecting sustainability
and economic security of HEI in Russia using the case of
Ural State University of Economics (Ekaterinburg,
Russia). The authors offer some recommendations for
mitigating the exiting and possible risks that may have a
negative impact on sustainable development and
economic security of the University.

2. METHODS

The research was Internet based, and utilized a
literature review to investigate the issue of sustainability
of the higher education sector and economic security of
HEIs in the international perspective. Thus, we have
looked upon the problem from different perspectives:
from more general (global) to country-specific (Hungary
and Russia) and, finally, to local (USUE as a regional
university).

A SWOT analysis was used to assess the USUE
current position in terms of economic security. The
SWOT analysis covered the following aspects: the
university solvency and financial discipline; the
relevance of the existing infrastructure; teaching staff
competence and flexibility of administration; and
efficiency of business activities.

3. RESULTS AND DISCUSSION

3.1. Economic security of higher education

According to Barton and Dlouha [5], there were three
phases in the transition of higher education. The first
period took place from 1990-1993, and its most important
idea was the liberalization process in the governance
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structures, which focused on decentralizing management
and administration, recognizing students’ rights, and
building more autonomous operations. Parallel with it,
the number of students increased and their interest in
humanities expanded. Moreover, the mission of HEIs
also changed: besides teaching, the academic staff started
to focus on research as well.

The second phase (1994-1999) introduced changes
towards the systematic transition, such as struggling with
the increased number of students, the lack of necessary
financial resources, the appearance of private higher
education providers, and the significance of quality
assurance policy, i.e. the demand for well-defined and
high academic performance of both professors and
students. The Bologna Process was implemented in
Central-Eastern European HEIs, and the priorities of the
institutes began to converge with those of Western
European. The third phase, from 1999 to 2014, brought
in changes in higher education policies in terms of degree
structure and quality assurance.

As universities play crucial role in knowledge society,
they are believed to be “the key actors in achieving the
sustainable future” [5, p. 48.]. In this role, they should
interact with non-academic social actors, such as
industrial and economic enterprises. In spite of all
measures that have been introduced in Central-Eastern
HEIs for the last few decades, the universities of these
countries obviously lag behind the development level of
Western European countries. Central-Eastern countries
considerably underspend on higher education -
compared to the OECD average — both as a percentage of
GDP, and as annual expenditure per student. Moreover,
these countries underspend on R&D in higher education
and produce a fewer number of higher education
graduates [5].

However, since 1990s, the original state-funding
system has been changed and a tuition fee was
introduced. Students who reached lower results at the
secondary level school-leaving or higher education
entrance exams should pay tuition fee if they wanted to
start their university studies. Moreover, private HEISs,
which emerged in the market in the early 1990s,
generally had and have now very few state-financed
places for students, thus, these students also must pay
tuition fee. What is more, universities should interact
with other stakeholders, especially companies and
enterprises, providing them with research. Cooperation
with other actors of society has several benefits for HEIs.
First, both professors and students are involved in and
can study and research real-life problems of industrial
and economic companies. Second, HEIs could better
prepare their students for the challenges of the labour
market. Third, professors could gain some extra money
when providing academic research for economic
stakeholders. All these changes have had a significant
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impact — both positive and negative ones — on the
economic sustainability of higher education.

Economic security of the higher education sector is
understood as a process aimed at creating conditions for
continuous adaptation of the economic mechanism of
HEI to achieve goals in a changing environment. Thus,
the security of the education system is characterized as a
set of economic relations that counter the threat of
imbalance and instability [7, 9, 10].

Economic security of HEI is the functioning of the
university within the framework of the current
legislation, ensuring its economic independence,
integrity and anti-crisis sustainable development as a
social and economic enterprise, as well as response to
external and internal threats [11].

The concept of university economic security is built
on the basis of forecasting and assessing threats in terms
of a degree of impact, time of occurrence, and potential
damage. It also implies the process of combating threats
and measuring costs incurred. The model that may help
to ensure economic security should provide mobilization
and efficient management of the HEI resources in order
to counter possible external and internal threats that may
jeopardize university sustainable development and self-
preservation [12].

Potential threats to the university economic security
should be considered and analyzed within the framework
of two main categories. The first category includes
threats related to changes in economic, political, legal,
social, international and other factors affecting the HEI
performance. To deal with the threats of this category, it
is essential to monitor quantitative and qualitative
changes in the outside environment and plan upcoming
changes in the university management system. The
second category is composed of the threats related to
sustainable development of the university as an economic
and social system, which enables the university to gain
its competitive advantage. The transition of the university
management to a qualitatively new level can affect the
factors of and threats to HEI economic security.

To sum up, a higher degree of economic security is
directly linked to the presence of effective tools that
ensure HEI sustainable development as a way to attain
goals and objectives set. The choice of methods and
techniques for enhancing university economic security is
affected by specific features of education economics. The
nature and areas of application of the model of HEI
economic security are determined by external social-
economic and institutional conditions.

3.2. International Practice: Hungary

According to the EU 2020 Agenda the target for
higher graduation rates was set at an ambitious 40% in
the age group of 30-34 years old [13]. Some countries had
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already overcome this ratio before 2020, while some
others, among them is Hungary, have not reached the
desirable rate [4]. For the last 2-3 years, a specific process
has been going in Hungary in the higher education sector.
The government decided to change the financial basis as
well as the employers of universities. Till 2018, except
for the very few private (foundational) and ecclesiastical
universities, nearly all HEIs were state-owned. These
universities had significantly many state-financed places
for students; however, professors’ income was regulated
by the state as well. The Hungarian government started
to change the maintenance of higher education
transforming most  state-owned  universities  to
foundation-employed ones. At present, the maintainer of
the HEI is the advisory board of the foundation, while the
employer of all university employees, including the
academic staff and the employees of the services, is the
chair of the board. The advisory board is comprised of
both economic stakeholders as well as politicians. These
universities have become not totally private: the advisory
boards of the foundations were given valuable properties
by the state, and many students do not (still) have to pay
tuition fee.

The new model raises some question that could be
answered in some years. Could Hungarian foundation
universities increase their efficiency? Could they better
prepare their students for the challenges of the labour
market and knowledge society? In several years, will they
reach a better place in European or world university
ranking? And finally, will they become economically
more sustainable due to the change in their maintainer?

3.3. Russian Practice: USUE

Ural State University of Economics (USUE) is
located in Ekaterinburg (Russia) and has the status of a
federal, publically funded university. USUE is one of the
leading universities in the Urals Region. As of January 1,
2020, it ranked second in terms of the number of enrolled
students and revenue. The University ranks third among
universities of economics in the Russian Federation in
terms of the number of enrolled students and sixth in
terms of revenue.

The degree of economic security of HEI can be
measured by a set of the parameters that characterize its
economic status, infrastructure, employees, and the
effectiveness of the main business processes.

We embarked on a SWOT analysis to assess the
USUE strengths and weaknesses (internally) and the
opportunities and threats (externally) the University is
currently facing. The following aspects were considered:

- solvency and financial discipline;

- the relevance of the existing
infrastructure;
- teaching staff competence and

flexibility of administration;
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- efficiency of business activities.

The main item on the University budget is
compensation of employees. A substantial proportion of
the budget is allocated to construction, updating of
university facilities and the purchase of equipment. The
university conducts a weekly and monthly analysis of the
cash flow in order to monitor compliance with financial
discipline.

The university has well-equipped teaching facilities,
research laboratories and the library. The teaching and
learning process with the use of on-line technologies is
organized via virtual learning environment (VLE) and the
Institute of Distance Education.

The results of the SWOT analysis revealed that there
were many examples of integrating sustainable activities
in teaching, research and operational practice in USUE.
The University’s financial position and infrastructure
ensure management’s and academic staff’s commitment
to sustainability and implementation of short-, medium-,
and long-term plans recorded in USUE Charter.

At the same time the findings suggest that there is a
dangerous trend of a declining quality of educational
services due to a shortage of experienced teaching staff.
The proportion of members of faculty with academic
degrees is decreasing as a result of a reduction in the
number of defended dissertations, staff turnover and
aging. The analysis also highlighted low involvement of
the university in the sustainable development of the
region. The efforts that USUE has made in contributing
to regional research sustainability activities are not
sufficient. Another factor that is essential if the university
is to enhance its economic security is to focus on regional
higher education partnerships and public-private
partnerships.

The results of the SWOT analysis demonstrated
consistency with the previous study of USUE economic
security [14]. Dvoryadkina and Guseynly made an
attempt to measure USUE economic security by applying
a set of the so-called conservative and creative factors for
a five-year period from 2016 to 2020. By conservative,
or traditional, factors they understand “objects, processes
or phenomena that have formed in the long-term
retrospect and are traditional for the organization of
higher education” [14, p. 2], e.g. computers, teaching
staff, income from business activities. Unlike traditional
factors, creative factors are of a short-term nature and are
attributed to HEI new types of activities, e.g. publications
indexed in Web of Science or Scopus, number of enrolled
foreign students, university rating. The findings showed
that USUE can be ranked as HEI of the second (Year
2018 and 2020) and third category of economic security
(Year 2016, 2017, 2019). Its economic security was
mostly affected by creative factors; however, the impact
of conservative factors cannot be neglected.
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The obtained findings call for putting forward some
recommendations that might mitigate the threats to
USUE economic security caused by the growth of
competition in the regional market of educational
services and possible reduction of state funding.

1) Developing the model ensuring university
economic security. Taking into account the specifics of
the University (the university of economics), the model
should comprise, at a minimum, the following blocks:
administrative,  financial,  technological, human
resources, legal, information, as well as departments
providing support for its functioning. Organizationally,
the model can be implemented as a separate structural
unit headed by a vice-rector for security. The unit will be
in charge of USUE economic protection and will use all
available resources (financial, technical, intellectual,
information).

2) The USUE management should focus on solving
the following priority objectives:

- further development of the university digital
educational environment in order to promote innovative
interactive educational technologies that are most
effective for implementing the student-center approach.
The student-center approach, or competence-based
education, focuses on the ability of students to develop
important knowledge, values, aptitudes, and attitudes
necessary to address complex issues graduates will
encounter in their future personal lives and professional
careers [15]. Lambrechts et al. identified three main
characteristics of teaching and learning methods for
achieving  sustainable development competences:
interactive and participative methods (e, g,, the Socratic
method, group discussion, role play; action oriented
methods (e.g., learning through internships; and research
methods (e.g., bibliographic research, case studies).

- the transformation of the university into an

educational  ‘platform’, or assembly, with such
components as university infrastructure, content
aggregators, mass open online courses (MOOCsS),

electronic textbooks, learning management systems
(LMS).

3) Strengthening the financial component of the
University economic security by involvement in the
innovative development of the region, which should
become a catalyst for attracting funds from the regional
budget and private investors. This type of social activity
may encourage faculty and students to focus more on
research, grant-writing and technology transfer. This will
increase the demand for young and highly qualified
graduates in the regional labor market; and develop the
market of life-long learning services. Eventually this will
win the university goodwill and enhance its attractiveness
as a participant of the Private-Public Partnership with the
largest industrial enterprises, organizations engaged in
the service, education and R&D sectors; regional and
local authorities.
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4) Establishing a Center for Teacher’s Professional
Training (CTPT). Faculty are often well trained in their
disciplines, but creating effective and stimulating
learning environments is not always part of their
education. Hence, the CTPT is to aim at improving the
professional level of teaching staff on the basis of
advanced teaching and learning practices and
pedagogical psychology. The Center will focus on
creating a comfortable learning environment for the
professional  development of faculty members,
pedagogical training of post-graduate students, the
introduction of educational and pedagogical strategies,
the promotion of innovative teaching and learning
techniques, which eventually may result in higher quality
of education in the university.

The implementation of these recommendations may
affect the USUE competitive advantage and enhance its
economic security.

4. CONCLUSION

Since the main objective of the present work was to
analyze some international practices in facing the
challenges of sustainable development and economic
security in the higher education sector, the authors made
an attempt to study the concept of sustainable university
using the experience of Hungary and the case of USUE.

Education is the basis for attaining the goals of
sustainable development and makes a major contribution
to a transformation of society. Sustainability is an
essential aspect of a university’s reputation and prestige
locally, nationally and globally.

Despite the key role in social transformation, HEIs
have to cope with some external (e.g., stakeholders’
interest) and internal (e.g., curricula) challenges and
barriers in order to demonstrate sustainability and
economic security.

Four recommendations were made to reduce the treats
to USUE economic security: (1) building the model that
reinforces university economic security; (2) the solution
of the priority objectives such as further development of
the university digital educational environment and
transformation of the university into an education
‘platform’; (3) the involvement in the innovative
development of the region, and (4) establishing a Center
for Teacher’s Professional Training (CTPT).

HEIs can significantly affect the development and
competitive edge of a country or a region directly and
indirectly, since university educational and research
activities can only be effectively optimized when their
results are utilized by the economy [16].

In this regard HEIs need to intensify the development
of their third mission and improve the quality of
education.
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