
SUMMARY OF THE NATIONAL CONCEPT FOR THE DEVELOPMENT OF 
HIGHER EDUCATION AND INSTITUTIONS OF HIGHER EDUCATION OF 

LATVIA FOR 2013-2020 
The National Concept for the Development of Higher Education and Institutions of 
Higher Education of Latvia for 2013-2020 (the NCDHEIHEL or the Concept) has 
been developed by the Council of Higher Education, pursuant to Article 70(1) of the 
Law on Institutions of Higher Education.  

Within the framework of the concept the strategic goal of the higher education (HE) 
of Latvia has been defined – the strategic goal of the HE of Latvia is development 
of such system of HE that would ensure competitive development of the Latvian 
State, national economy and higher education system in the common European 
area based on the cooperation among public, private and academic 
environments. 

The Concept has been developed by identifying the most essential issues for the 
development of the Latvian HE and the higher education goals determined in the 
Latvian and European policy planning documents (I), the areas of challenge for the 
development of the Latvian HE (II) and by offering solutions to the specified 
problems and challenges (III). 

I The Most Essential Issues for Development of Higher Education 

Issues of Higher Education in the “Sustainable Development Strategy of Latvia 
until 2030. Latvia 2030” 

In the “Sustainable Development Strategy of Latvia until 2030. Latvia 2030” the 
issues of higher education have been discussed in close link with the human capital, 
development and increase of productivity thereof. The context of development of 
human capital and negative demographic development forecasts prescribe for the 
necessity to ensure equal access to all levels of education and facilitation of 
continuing education. The following have been specified as the effective indicators to 
be attained by Latvia in 2030 – the proportion of foreign students in institutions of 
higher education exceeding 10% and the proportion of persons who have acquired 
higher education in the age group from 30 up to 34 years exceeding 40% (Sustainable 
Development Strategy of Latvia until 2030. Latvia 2030, 2010). 

Issues of Higher Education in the National Development Plan of Latvia for 2014–
2020 

The National Development Plan of Latvia for 2014–2020 provides a vision that 
“Latvia has internationally competitive colleges and universities employing 
internationally recognised and qualified academic staff. Higher education has 
become a widely coveted export service of Latvia. Study programs are provided in 
accordance with the language policy of Latvia as a national state: primarily in 
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Latvian and in one of the official languages of the European Union. The graduates of 
Latvian colleges and universities demonstrate a competitive advantage both in 
domestic and foreign labour markets. Furthermore, a growing number of graduates 
continue their careers in research in Latvia.” (22) (National Development Plan of 
Latvia for 2014–2020). 
The action direction “Developed research, innovation and higher education” has 
formulated the main goal to be attained in the HE and research and measurable 
outcomes for that:  
(170) Goal 1 
Increase investment in research and development to 1.5% of the gross domestic 
product in 2020, with targeted efforts to attract human resources, develop innovative 
ideas, improve the research infrastructure, facilitate cooperation between higher 
education, science and the private sector, as well as the transfer of research and 
innovation to business. 
 
Table 1.1 Measurable Outcomes for the Goal (National Development Plan of Latvia 
for 2014–2020): 
 Base 

value  
2014  2017  2020  2030  

[172] Private sector investment 
in research and development in 
2020 reaches at least 48% of the 
total investment in research and 
development (private sector 
investment in research and 
development, as a percentage of 
the total investment)  

37 
(2010)  

42  46  48  51  

[173] Number of researchers 
employed in the private sector, 
(as a percentage of the total, 
full-time equivalent) 

16.2 
(2010)  

18  21  23  27  

[174] Number of students 
obtaining degrees or 
qualifications at universities 
and colleges (thousands) 

24.8 
(2011)  

23.9  24.1  24.6  28.6  

[175] Higher education 
(percentage of the population 
aged 30 to 34 with higher 
education) 

36 
(2012)  

37  38  40  >40  

[176] European patents 
granted, applied for by 
researchers residing in Latvia 

11 (2011)  13  18  26  35  
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There have been five tasks set for attaining measurable outcomes for the goal in the 
area of higher education: [181] Qualitative and quantitative renewal of science, 
[184] ensuring access to higher education, [187] establishment and development of a 
cooperation platform for higher education, science and the private sector of the Baltic 
countries in bio pharmaceutics and organic chemistry, nano-structured materials and 
high-energy, radiation, smart technologies and engineering, [189] measures to support 
higher education export, and [190] Competitiveness and consolidation of higher 
education, development of material and technological provision (equipment), 
improvement of the internal quality system, encouraging a higher rate of scientific 
publication by university staff, launching of international journals, increased 
effectiveness of the governance system. The total indicative funding available for 
attaining the strategic objective and implementation of the tasks is 
LVL 1,021.82 million (EUR 1,452.85 million) (National Development Plan of Latvia 
for 2014–2020).  

Issues of Higher Education in the European Union growth strategy “Europe 
2020” 

Pursuant to the Treaty on the Functioning of the European Union, education, 
including higher education, is the area of competence of each member state. While 
respecting the issues of national competence of the member states, still concurrently 
stressing that the EU shall become smart, sustainable and integrating economy in the 
changing world, the European growth strategy “Europe 2020” has defined a direct 
goal for the area of higher education: “at least 40% of the population aged 30-34 shall 
complete tertiary education.” Moreover, the European growth strategy “Europe 2020” 
has also defined a goal that has indirect link to the HE, namely, pursuant to the goal 
“Research and Development”. “It is intended to invest 3% of the GDP of the 
European Union in research and development by 2020” (Europe 2020, 2010). 

Issues of Higher Education in the National Reform Program of Latvia for the 
Implementation of the “Europe 2020” Strategy 

The National Reform Program of Latvia for the Implementation of the “Europe 2020” 
Strategy, having assessed the issues of HE and the ability of Latvia to attain the goals 
for growth set by “Europe 2020”, and stressing the necessity to attain the ratio set for 
the target group of population with HE, established alarming lagging of Latvia behind 
the goals for growth to be attained. The program prescribes that in 2015 38% of the 
population aged 30–34 years will have acquired tertiary education, but in 2020, 
considering the reduction in the number of students and demographic forecasts, that 
ration will decrease to 34-36% of the population aged 30–34 years. 
In order to ensure attaining the goals set in the strategy “Europe 2020”, the key policy 
directions and measures to increase the number of people having acquired tertiary 
education were specified in the National Reform Program of Latvia for the 
Implementation of the “Europe 2020” Strategy: 
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• modernization of higher education, by improving the study and research efficiency, 
quality and international competitiveness; by ensuring conformity of the obtained 
qualification and skills to the labour market requirements; 
• modernization of the material-technical base of higher education institutions and 
raising the efficiency of resources’ use;  
• ensuring equity of higher education;  
• improvement of quality of studies and scientific activity.  
(National Reform Program of Latvia for the Implementation of the “Europe 2020” 
Strategy) 

International Obligations of Latvia in the Area of Higher Education 

According to the international obligations undertaken by Latvia in 1990 joining the 
International Covenant on Economic, Social and Cultural Rights of 1966, higher 
education shall be made equally accessible to all inhabitants of the state, on the basis 
of everyone’s capacity, and the goal of the state is introduction of free higher 
education. Article 13(2) of the International Covenant on Economic, Social and 
Cultural Rights of 1966 prescribes that “(c) higher education shall be made equally 
accessible to all, on the basis of capacity, by every appropriate means, and in 
particular by the progressive introduction of free education” (International Covenant 
on Economic, Social and Cultural Rights of 1966). 

Issues of Financing the Higher Education of Latvia within the Context of the 
European Higher Education Area 

The goals and tasks for the HE set in the policy planning documents of Latvia 
currently do not objectively correspond to the resources invested in the development 
of the HE in Latvia. During the resent years the state budget financing for higher 
education in Latvia both as a proportion of GDP and per one student has been the 
lowest among all the member states of the European Union; moreover, Latvia has 
been affected by relatively the largest reduction in funding for HE within the context 
of the economic crisis. 
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Chart 1.1 Expenditure of countries (EU-27 average ratio, USA, Sweden, Finland, 
Ireland, Germany, Estonia, Lithuania and Latvia) on higher education as % of 
gross domestic product (2001-2009) Prepared using Eurostat data. 

As the result of the consolidation measures taken in 2009 and 2010, the state 
financing for higher education was decreased, resulting in decrease of the state budget 
subsidy per one study place in 2010 by one half as compared to 2008. Moreover, as 
the result of the reductions, Latvia is the only country in the European Union, where 
the state expenditure per one student in the study places financed by the state is 
considerably less than the state expenditure per one pupil.  

 5 



[Annual state expenditure per one student vs expenditure per one pupil in 2009 
(ISCED 5-6) / (ISCED 2-4)] 

 

Chart 1.2 State expenditure for financing one study place (ISCED 5-6 level) as % 
of the financing for the studies of one pupil (ISCED 2-4 level) (2009) Prepared 
using Eurostat data. 

Also after comparing the annual state expenditures per one student (EUR PPS) an 
additional confirmation may be obtained not only to the fact that the financing was 
considerably decreased during the crisis, but that it had been inadequate also prior to 
the crisis, besides also less than in the nearest neighbouring countries in the region. 
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Chart 1.3 Expenditure of countries (EU-27 average ratio, USA, Sweden, Finland, 
Ireland, Estonia, Lithuania and Latvia) on higher education, EUR PPS (2009) 
Prepared using Eurostat data. 

Considering the fact that in 2010, 2011 and 2012 the financing for higher education 
remained intact, while the gross domestic product increased, it may be deemed that in 
2010, 2011 and 2012 the financing for higher education has been even less than the 
aforementioned 0.79% of the gross domestic product. 

It may be concluded from the information available in the Law On the State Budget 
for 2013 that the financing for higher education in 2013 has decreased even more by 
LVL 5,026,179, thus showing a decrease of 10% as compared to the previous 
financing of higher education. Considering the expected increase in GDP, it may be 
forecasted that in 2013 the state budget financing for higher education in Latvia will 
amount only to 0.5-0.51% of the gross domestic product, which is the historically 
lowest amount of financing for higher education in Latvia of the gross domestic 
product since regaining of independence of Latvia. 
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Expected Financing According to the Law on Institutions of Higher 
Education and the Law on Scientific Activity 

2013 2014 2015 2016 2017 2018 2019
P&A procenti no IKP 0,1 0,25 0,4 0,55 0,7 0,85 1
AI procenti no IKP 0,5 0,75 1 1,25 1,5 1,75 2

0

0,5

1

1,5

2

2,5

3

3,5

 

Latvian English 

P&A procenti no IKP R&D, percentage of GDP 

AI procenti no IKP HE, percentage of GDP 

 

Chart 1.4 Diagram of increase of the financing for HE prescribed in the Law on 
Institutions of Higher Education and for science prescribed in the Law on Scientific 
Activity 

The future commitments of the Latvian State for ensuring financing for higher 
education are prescribed in Article 78(7) of the Law on Institutions of Higher 
Education: “The Cabinet, upon submitting the draft annual State budget to the 
Saeima, shall provide for therein an annual increase in financing for studies in State-
founded institutions of higher education by not less than 0.25 percent of the gross 
domestic product, until the State-granted financing for studies in State-founded 
institutions of higher education reaches at least two per cent of the gross domestic 
product.” (Paragraph 7 shall come into effect on 1 June 2013, see Paragraph 35 of the 
Transitional Provisions.) Confiding in compliance with the above regulation, the 
models for financing higher education were developed and assessed within the 
framework of the Concept. 

Pursuant to Article 33(2) of the Law on Scientific Activity, “In submitting the annual 
law regarding the State budget to the Saeima, the Cabinet shall provide for an annual 
increase of financing for scientific activity of not less than 0.15 per cent of the gross 
domestic product until the State-allocated financing for scientific activity reaches at 
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least one per cent of the gross domestic product.” Considering the close link between 
higher education and research, it may be forecasted that part of the funds planned for 
research will be used also by the institutions of higher education; therefore it would be 
expedient to view the anticipated increase in the financing for higher education 
together with the anticipated increase in financing for science. However, in 2013, the 
state financing for science has also reached one of the historically lowest indicators 
and amounts to approximately 0.1 percent of GDP. But, similarly as in the HE 
financing graph, if the state performs its commitments undertaken in the regulatory 
enactments, then in 2019 science in Latvia will receive budget financing in the full 
planned amount.  

II Areas of Challenge for Development of Higher Education in Latvia 
Since the Republic of Latvia associates its political and economic future with 
increasingly close integration into the European Union, it is natural that the goals for 
development of HE in Latvia are formulated by stressing its integration into the 
common area of higher education of the European Union. However, concurrently, 
when defining the strategic goal for HE in Latvia, it is necessary to stress also the fact 
that the HE system of Latvia is the main strategic resource of state development; 
therefore the development thereof shall be coordinated and performed in close 
relation with the development of the state public administration and economic and 
social environment. The strategic goal for development of HE in Latvia is 
development of such system of HE that would ensure competitive development of 
the Latvian State, national economy and higher education system in the common 
European area based on the cooperation among public, private and academic 
environments. Such strategic goal determines also the necessity for HE of Latvia to 
concurrently integrate and develop competitiveness in the European higher education 
area and to make new framework of trilateral cooperation that would facilitate mutual 
interaction of the academic environment (meaning higher education and research), 
industry (meaning business forms of all types) and the state (meaning public 
administration of all levels).  
 
Since Latvian HE is a part of the common European Higher Education Area (EHEA), 
the challenges set on the European level, including in the higher education reform 
strategy mentioned by the European Commission (EC) in 2011 (Supporting growth 
and jobs – an agenda for the modernisation of Europe's higher education systems, 
2011), shall be perceived as essential also for the development of higher education 
system of Latvia: 

1. the necessity to increase the quantity graduates by attracting a broader 
cross-section of society into higher education and reduce school drop-out; 

2. the necessity to improve the quality and relevance of higher education for 
the study programs to comply with the needs of individuals, labour market 
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and future professions, as well as to stimulate excellence in studies and 
research;  

3. the necessity to provide more options for students gaining additional skills 
during their studies abroad and to facilitate cross-border cooperation to 
improve the quality of higher education; 

4. the necessity to strengthen the link among education, research and business 
to facilitate excellence and innovation; 

5. the necessity to ensure efficiency of financing – to provide more freedom in 
management of the institutions of higher education and to make 
investments in higher education for it to conform to the future labour 
market needs. 

Considering also other global and local challenges for HE, the main problem 
areas for HE in Latvia may be formulated, which require fast, decisive and 
active action with respect to the number of students and graduates, study quality 
and compliance of studies to the requirements of individuals, labour market and 
future labour market, internationalisation of higher education, strengthening the 
link among education, research and innovation policy, financing and efficiency 
thereof.  

Number of students and graduates 

Having summarised the information related to HE in the policy planning documents 
of Latvia and Europe, the goals to be attained in HE or in direct relation to HE have 
been set, which are mentioned in the policy planning documents of Latvia and Europe 
and which should be considered when formulating the Concept: 
 
Table 2.1 Main goals and values to be attained in 2020 (all planning documents) 
Results Latvia 

2030  
Europe 
2020 

NDP2020 NRPL 

Percentage of the population aged 30 to 
34 with higher education, % 

>40 
(2030) 

40 40 34-36 

Number of inhabitants aged 30 to 34 
with higher education, thousands 

   61.1 

Number of students obtaining degrees or 
qualifications at universities and colleges 
(thousands) 

  28.6  

R&D financing, % of GDP  3 1.5 1.5 
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It may be observed from the above summary of results that considerable differences 
between the policy planning documents of Latvia and Europe loom out ahead, which 
may potentially expose the development of Latvia as a state to danger. If that critical 
situation is assessed together with the double backwardness of the other material 
result of development - R&D financing percentage of GDP – form that, which is 
stated in the European planning documents, it may be concluded that the failure to 
reach the result prescribed in the planning documents marks the first most essential 
problem in development of higher education in Latvia. 

 

Study quality and compliance of studies to the requirements of individuals, 
labour market and future labour market 

The second group of material challenges is related to the necessity to improve the 
study quality and concurrently facilitate the compliance of studies to the requirements 
of individuals, labour market and future labour market. The issue of study quality is a 
complex problem, which comprises development of such internal and external quality 
management systems of Latvian HE that would comply with the European Standards 
and Guidelines for Quality Assurance (ESG).  

Internationalisation of higher education 

The third group of material challenges is related to the internationalisation of the 
Latvian HE system. It contains such issues as the necessity of internationalisation 
strategies for Latvian HE and certain institutions of higher education (IHE) in order to 
facilitate the international competitiveness of Latvian HE and IHE, while concurrently 
maintaining its unique nature.  

Knowledge triangle  

The fourth area of material challenges is the necessity to form the Latvian HE by 
strengthening the link among education, research and innovation policy, through 
supporting its innovative interaction with all the areas of live of the society, including 
also innovative business, facilitating research excellence, transfer of knowledge and 
ensuring innovation process in the national economy. Latvian HE should facilitate 
creation of knowledge during the research process, distribution thereof during the 
education process and application thereof to the national economy with the help of 
innovations. The main strategic task for implementation of the knowledge triangle – 
creation of smart national economy – determines the necessity to assess not only the 
interrelation among teaching, research and innovation, but also the mutual relations 
among institutions of higher education, the state and industries, which may be 
performed in the most demonstrative manner by using the concept of Triple Helix. 
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Financing and efficiency of financing 

Successful conduct in all the aforementioned areas of challenge directly depends on 
the fact, whether the state will ensure the necessary financing for Latvian HE, 
adequately efficient financing model that would facilitate overcoming of the 
aforementioned challenges  
The necessity to ensure such financing for HE that would facilitate the development 
of He and R&D is obvious; it is justified by the previous data on the financing of 
Latvian HE as compared to the financing of other EU member states. It should be 
realised that, by maintaining the current, insufficient financing of HE, all other goals 
and tasks for development of HE remain unattainable and unrealizable. The society, 
the public administration and the legislators shall realise that investments in HE mean 
investments in the future of Latvia.  

III Solutions  
In order to resolve the five determined HE challenges and problem areas and 

to attain the goals defined in the Concept, the Concept offers a solution in four areas 
of higher education – modernisation of higher education, financing of higher 
education, internal and external management of institutions of higher education and 
structural system of higher education.  

1. Modernisation of Higher Education 
1) Implementation of the concept of Triple Helix on all levels of HE, public 
administration and industry cooperation  
The new contemporary HE mission – direct involvement of HE in the social and 
economic development (Etzkowitz, The Triple Helix: University-Industry-
Government Innovation in Action, 2008) prescribes for the necessity to develop HE 
through formation of such knowledge and innovation infrastructure that would be able 
to ensure interaction of the three main parties involved in the implementation of 
innovation policy – academic environment (meaning the single area of higher 
education and research), industry (meaning all forms of business) and the state 
(meaning all levels of public administration – which would be based on trilateral 
cooperation that may be described by using the concept of Triple Helix.  
When implementing the concept of Triple Helix, one should follow the approach that 
IHE are no longer viewed as isolated institutions developing and delivering definite 
knowledge to their clients – students, but rather as factors of change and agents for 
facilitation thereof. It is exactly the close link of innovation policy and economic 
development that determines the necessity to define the new role of institutions of 
higher education, the role of institutions of higher education that are involved in the 
process of innovation and entrepreneurship (Innovative and Entrepreneurial 
University).  
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Considering the close link of the concept of Triple Helix and the flagship initiative of 
the European Union “Innovation Union”, the implementation thereof shall be linked 
to such initiatives as “Knowledge Regions”, “Live Laboratories” and “Progressive 
Cities”. During implementation of the Triple Helix model, the relevant innovation 
infrastructure and policy contexts determined within the framework of Multiple Helix 
should be taken into account: the context of creative societies and innovation culture, 
which stems from “media and culture-based society, as well as civil society” 
(Campbell & Carayannis, 2012) the context of sustainable “natural environment of 
society” (Campbell & Carayannis, 2012), as well as the international environment 
context (Leydesdorff & Sun, National and International Dimensions of the Triple 
Helix in Japan: University-Industry-Government versus International Co-Authorship 
Relations, 2009).  

 

Latvian English 
Jauno inovāciju infrastruktūra un hibrīdu 
institūciju telpa 

Infrastructure of new innovations and 
area of hybrid institutions 

«Mēdijos un kultūrā balstītā publika", un 
«pilsoniskā sabiedrība" 

Media and culture based public, and civil 
society 

Valsts State 
«Dabiskā vide, Sabiedrības dabiskā vide" Natural environment, Natural 
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environment of society 
Akadēmiskā vide Academic environment 
Industrija Industry 
Internacionālā vide, globalizācija, 
lokalizācija, glokalizācija 

International environment, globalisation, 
localisation, glocalisation 

 

Chart 3.1 Updated Multiple Helix Model as the basis for establishment of the 
innovation infrastructure in Latvia by developing internationally competitive, 
sustainable, environmentally friendly knowledge, creativity and innovation 
economy  

2) Link of higher education with the requirements of an individual, labour 
market and future labour market 
 
Link of higher education with the requirements of an individual, labour market and 
future labour market may not be viewed in isolation from the necessity to form 
trilateral innovation structures and transfer knowledge from the area of HE into 
national economy, by the IHE becoming a significant factor for initiation and 
facilitation of change.  
IHE shall not simply react to the current changes in the labour market, but facilitate 
changes themselves by creating new jobs and facilitating structural changes in the 
labour market. 
 

3) Establishment of modern internal and national external quality assurance 
system  
 
Involvement of IHE in the establishment of innovation infrastructures and 
implementation of innovation policy determines also the necessity to establish such 
internal and external quality assurance systems that would comply with the new tasks 
of IHE and that would concurrently ensure quality management of all study, research 
and innovation implementation processes. 
 
4) Internationalisation of higher education 
 

The issues of internationalisation of higher education shall be resolved considering 
the defined goal for HE in Latvia – development of such system of HE that would 
ensure competitive development of the Latvian State, national economy and higher 
education system in the common European area based on the cooperation among 
public, private and academic environments. Considering the necessity to ensure the 
international competitiveness of the Latvian State, national economy and higher 
education system, the internationalisation strategy of Latvian HE that would facilitate 
implementation of the internationalisation strategies of Latvian IHE shall be 
developed. When implementing the measures for facilitation of exportability of HE, 
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the foreign students shall be concurrently viewed not only as the source of income, 
but also as the potential human capital that would be worth attracting to Latvia thus 
compensating the drain of Latvian manpower.  

5) Acceptance of global challenges – open, random access higher education 

When modernising Latvian HE system, it is important to recognise five most essential 
global challenges for HE, which were determined during research “University of the 
Future) regarding development of HE for the government of Australia (University of 
the Future. Ernst & Young, 2012): democratization of knowledge and gaining 
knowledge, high and open global competition regarding HE market and sources of 
financing, digital technologies, global mobility and integration of HE with industry. 
The Latvian HE system shall be formed considering all the potential global challenges 
and maintaining the possibilities for flexible and dynamic response. During 
establishment of the Latvian future HE system as a cooperation platform among IHE, 
the state and industry, the necessity of dynamic response to wide range of future 
challenges shall be envisaged, including democratization of access to knowledge, 
competition for global and regional resources, conditional changes in digital 
technologies, global mobility and cooperation of IHE with industry, concurrently 
becoming a part of industry.  
 
6) Future challenge – comprehensive higher education after 2020  
 

After successful modernisation of Latvian HE through implementation of its strategic 
goals and successful overcoming of challenges in all the set problem areas, in 2020 a 
basis will be established not only for the knowledge, creative and innovation 
economy, but also for the society that might be identified as the Knowledge 
Democracy. Naturally, at that moment it would be worth proposing a goal on 
introduction of comprehensive higher education as from 2020. It should be realised 
that determination of such goal would immediately make our HE system 
internationally recognised, would characterise the ambition of our country to occupy a 
significant place among knowledge based and internationally competitive economies 
and would be the most substantial political decision of Latvia within the area of 
education during the entire period of its existence.  

2. New Model for Financing of Higher Education 
With reference to the study of the Association of European Universities (Estermann & 
Pruvot, European universities diversifying income streams. Financially Sustainable 
Universities II, 2011), study of the European Higher Education Management Platform 
MODERN “Engaging in the Modernisation Agenda for European Higher Education" 
and the study of the World Bank “Skills, Not Just Diplomas. Managing Education for 
Results in Eastern Europe and Central Asia”, as well as the undertaking that the 
Latvian State will comply with the commitments for financing of higher education 
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and science included in the regulatory enactments, the Concept proposes establishing 
a new model for financing higher education. 

Pursuant to the Concept, the new model for financing of higher education should be 
formed by combining the European and global trend based models, by undertaking to 
increase the public financing for Latvian HE and by prescribing that within the scope 
thereof the financing would be assigned for medium term, namely, for a three-year 
period; moreover, it would include also such indicators as the base costs of a study 
place and the cost ratio of the study program group of study direction that are already 
determined in the valid regulatory enactments. Such an approach would determine 
that it is a model of funding full costs, within the scope whereof the financer accepts 
all the respective methodology based expenses and undertakes to 100% finance them. 

Such financing model could be attributed to the public and private fund attraction 
sources, defining it in case of necessity only within the area of public or public and 
private financing. Namely, by determining that its implementation is based on fully 
public financing, or a part of the financing is prescribed as co-financing from the 
students. Co-financing would be a part of a special agreement between the students 
and the institution of higher education, and the purpose thereof would be to facilitate 
improvement of study quality. Upon establishing such a model it would be considered 
that the object of discussion is replacement or partial replacement of the variable, 
tender and variable result conditional part by private financing, rather than 
replacement of the public financing by private financing.  

An optimal and efficient model for financing of higher education should be formed by 
combining three performance-based models with the Risk Capital Financing Model. 
When forming such a model, it should be envisaged that it would consist of three 
mandatory components, and it would be expedient to supplement them by the fourth 
component:  

I. part of the financing based on achieved indicators, which would be 
calculated considering the actual performance, the study place financial 
reference values, quantitative indicators reflecting the goals of IHE, 
technical aspects: size, cost differences and indicators for creation of 
formulas: students, graduates, acquirers of doctorate, external income, 
international students etc. (namely, by summarising the ex post 
performance indicators); 

II. part of the financing based on the indicators to be reached, financing 
determined by target agreement, which would be comparable to the 
performance based financing; it would be granted through dialogue on 
attainable goals and by making a written agreement between the financers 
and recipients of financing on the goals to be attained, prescribing therein 
also the possibilities for recognition and sanctions; it would be calculated 
by using ex ante definitions and ex post performance indicators; 
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III. financing determined according to a tender procedure for attaining specific 
goals (including research excellence, national priorities) that could be 
acquired by IHE through mutual competitions; the institutional and the 
individual financing, as well as the project financing could be accepted 
within the scope thereof; it would be calculated by using ex ante 
performance indicators determined in discussions; 

IV. risk financing part, small financing to be acquired according to tender 
procedure that would be meant for attaining the goals set by IHE itself and 
would allow IHE to commence such research or study experiments, which 
could not be financed by using traditional sources considering the risk 
factor included therein; it would also be calculated by using ex ante 
performance indicators determined in discussions. 

When determining the part of full costs, the coefficients of the study costs determined 
for the thematic area of education and already included in the current financing model 
would be considered (pursuant to Annex No. 1 to Cabinet Regulation No. 994). When 
undertaking to finance particular study places, the state would prescribe that all the 
respective methodology based costs were accepted and they would be 100% financed. 
Concurrently, the state financing to HE would be structured by forming an ideal 
combination of all three financing parts based on the performance indicators and the 
risk financing part, which would stimulate IHE to introduce and implement certain 
goals facilitating quality of higher education. Thus, the new model for financing of 
higher education could be described as a combination of several minimum and 
maximum acquirable parts of financing: 

CPBM = F + M + K +RF 

CPBM = Combined performance based model for financing higher education, F = 
part of financing based on reached performance indicators, M = part of financing 
based on the performance indicators to be reached, K = part of financing determined 
according to tender procedure, and RF = risk financing part, prescribing that F 
amounts to 75 % of the expected maximum financing, M amounts to 10 - 15 % of the 
expected maximum financing, K amounts to 5 - 8 % and RF amounts to 1 - 2 % of the 
expected maximum financing. Counting on the fact that the K and RF parts would be 
acquired according to a tender procedure, it may be assumed that the minimum 
financing matching the student’s full costs would be formed of full part of F and 
minimum part of M, namely, they both together would provide 85% of the expected 
maximum financing. 

When forming such a model it should be envisaged that, within the scope thereof, the 
financing would be allocated for a medium term, namely for a period of three years. 
Namely, all the three proposed performance indicator based components of financing 
model should be envisaged as a financing for a three-year period, while the period for 
the risk financing part would be determined according to a tender procedure. 
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Concurrently, when implementing such a model, the scope of the financing of higher 
education and its expected increase should be taken into account according to the 
Development, Stagnation and Backwardness scenarios, prescribing for several 
versions for gradual implementation thereof: 

The first model implementation version – initially it would refer only to 
particular resource intensive study areas and study areas necessary for national 
economy and development of the country, including for maintenance of 
language, culture and art identity, and to all IHE that would ensure 
implementation of quality study programs in the respective areas, concurrently 
determining particular study areas (directions) such, where all IHE would offer 
studies for a fee.  

The second model implementation version – considering the increase in the 
scope of financing, it would ensure the possibility to study for the budget means 
to all students commencing full-time studies in the respective year. 

The third model implementation version – initially it will apply only to state-
founded IHE, concurrently the state-founded IHE will stop offering studies for a 
fee, while upon increase of the available budget resources it could be used also 
for financing of IHE founded by legal entities, which fact would not preclude 
the possibility for them to offer studies for a fee.  

The Concept offers modifying the procedure for allocation of public funds to 
financing of scientific activity of institutions of higher education by facilitating 
attraction of exactly private funds for financing of research and by ensuring that 
inflow of private funds would be facilitated for rendering research rather than study 
services, in ideal case the researches financed by private sources would reach up to 
20% of the total research budget of institutions of higher education. In order to 
facilitate attraction of private sources to science, the part of the financing for 
maintenance of scientific infrastructure and the part of the financing based on the 
tender procedure, which both would form the largest part of the expected financing 
for science in IHE, should be supplemented by the adjusted part of financing, within 
the scope whereof IHE would receive public financing in the same amount as it would 
succeed in attraction of private financing for research. 

SAFM = B + K + I  

SAFM = IHE scientific activity financing model, B = part of the financing for 
maintenance of scientific infrastructure, K = part of the financing based on the tender 
procedure, and I – adjusted part of model financing, prescribing that B amounts to 
25%, K amounts to 50-10% of the expected financing and I amounts to 25-10% of the 
expected financing.  
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Table 3.1 Relation of combined performance based model for financing higher 
education (CPBM ) and IHE scientific activity financing model (SAFM) to the 
challenge areas – potential area of determining indicators 

Challenge areas Combined performance 
based model for financing 
higher education (CPBM) 

IHE scientific activity 
financing model (SAFM) 

Number of students and 
graduates 

+  

Study quality and 
compliance of studies to 
the requirements of 
individuals, labour market 
and future labour market 

+  

Internationalisation of 
higher education 

+  

Knowledge triangle  + 
Financing and efficiency 
of financing 

+ + 

 

3. Modernisation of Management of Derivative Public Persons of Institutions of 
Higher Education in Latvia 

The Concept offers making changes to the management of institutions of higher 
education so that not to imperil the autonomy of institutions of higher education – the 
only instrument that has allowed maintaining certain quality level under the 
circumstances of disastrous reduction of financing. 

The new model for management of institutions of higher education strengthens the 
autonomy of management of institutions of higher education by allowing them to 
choose one of the below versions according to their size, strategy and internal 
management traditions:  

A. New model for management of institutions of higher education, Option A 

The current model for management of institutions of higher education is 
maintained, where the management of the higher education and science system 
of the institution of higher education is organisationally and functionally 
unified. State-founded institutions of higher education are Derivative Public 
Persons (DPP) and their management institutions are the Constitutional 
Assembly, the Senate, rector, Council and Academic Arbitration court, which 
are considered to be the authorities of a derivative public person within the 
meaning of the State Administration Structure Law. Upon ensuring the 
autonomy of institutions of higher education and concurrently facilitating 
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receptiveness of institutions of higher education to public a regulation is 
specified, which encourages supplementing the Senates of institutions of higher 
education by external members, who maybe also the members of the Advisory 
Convents of institutions of higher education.  

B. New model for management of institutions of higher education, Option B 

In this case it would be prescribed that in the state-founded institutions of higher 
education – DPP – the Senate of institutions of higher education (the 
Constitutional Assembly of institutions of higher education) shall establish the 
Council of institution of higher education (university, academy) for 
coordination of the strategic development of the institution of higher education. 
The total number of members of the Council would be determined by the 
Constitution of the institution of higher education, considering the number of 
national economy sectors related to academic activities, as well as the study 
direction and number of students. The functions of the Constitutional Assembly, 
the rector and the arbitration court would remain within the framework of the 
regulation prescribed in the Law on Institutions of Higher Education, while the 
functions of the Senate would be adjusted according to the introduction of the 
Council institute.  

C. New model for management of institutions of higher education, Option C 

The current model for management of institutions of higher education is 
maintained, where the management of the higher education and science system 
of the institution of higher education is organisationally and functionally 
unified. State-founded institutions of higher education are Derivative Public 
Persons (DPP) and their management institutions are the Constitutional 
Assembly, the Senate, rector, Council and Academic Arbitration court, which 
are considered to be the authorities of a derivative public person within the 
meaning of the State Administration Structure Law. In this case the institutions 
of higher education would, in their internal regulatory enactments, determine 
more intensive involvement of the convents of advisors of institutions of higher 
education in deciding on the strategic issues of the institution of higher 
education. 

4. Typology, Structure and System of Institutions of Higher Education in Latvia 

Latvian HE system would be a system of IHE specialised in one or several study 
directions that, by cooperating in case of necessity, would create unique “niche 
products” within the context of Latvia – study, research and innovation solutions. 
Development of common study programs would be considered to be an optimal way 
for ensuring and development of regional HE in the resource intensive study 
directions.  
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The necessity to find a balance between the convergence and diversity of IHE would 
form the basis for establishment of a system, considering the fact that merging of IHE 
is a powerful, yet dangerous tool, and more efficient results may be attained by using 
not only the merger mechanisms, but also the networks and consortiums of 
institutions of higher education.  

Establishment of the Latvian HE system is related to development of the National 
Diversity Strategy, and implementation thereof would envisage performance of the 
following steps: 
 

1. Development of the National Diversity Strategy (at least the minimum 
diversity policy framework). 

2. Concurrent definition and incorporation into regulatory enactments of 
different convergence tools – open universities, federal universities, 
consortiums of institutions of higher education and industry clusters. 

3. Strategic dialogue with institutions of higher education. 

4. Financial mechanisms facilitating diversity. 

5. Transparent tools for determining profile (development of the Latvian version 
of the European U-Multirank project). 

6. Emphasizing diversity issues through implementation of quality assurance and 
accreditation instruments. 

7. Prevention of duplication in the resource intensive study directions of the 
state-founded IHE. 

The Concept proposes the typological simplification of the current Latvian higher 
education system by determining that all IHE, irrespective of their historic names, are 
divided into to two types of IHE – university type IHE and non-university type IHE. 
 
Table 3.2 Typological model if universities and non-universities 
Type of 
institutions of 
higher 
education 

Former typology ISCED 5 Bc Mg Dr 

University type 
IHE 

Universities +/- ++ ++ ++ 
Academies +/- ++ ++ ++ 
Institutions of higher 
education 

+/- ++ + + 

Non-university 
type IHE 

Institutions of higher 
education 

+/- ++ - - 

Colleges ++ +/- - - 
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The main criterion of difference between both types of IHE would be carrying out 
doctoral level studies and research (or creative activity within the framework of the 
study direction Arts).  
 
The purpose for development of the Latvian HE system is efficient use of the existing 
resources through facilitation of models for cooperation among institutions of higher 
education, the state and industry, creation of new trilateral innovation infrastructures 
and new hybrid cooperation institutions, rather than decrease of some particular 
resources, e.g., liquidation of institutions of higher education. 

The most perspective way, how the Latvian State and society could use and develop 
the potential that is typical to the higher education and research, would be 
development of such HE system that were based on the cooperation among IHE, the 
state and industry, making innovation environment that could be described by using 
the metaphor of Multiple Helix.  

Three Scenarios for Development of IHE 
The solutions proposed in all four areas may be implemented in accordance with three 
versions that determine the three scenarios fir development of HE:  

Development Scenario – implementation of all the solutions proposed in the 
Concept 

In case of implementation of all the solutions of the NCDHEIHEL Latvia 
attains the strategic goal of Europe in the area of higher education: “at least 40% of 
population aged 30 to 34 shall have higher education” by bridging the gap between 
Latvia and its nearest neighbours – Lithuania and Estonia. Likewise, we have 
succeeded in prevention of social gap by Latvia reaching the average level of Europe, 
when higher education is acquired by young people, whose parents have had low or 
average level of education. Increase in the value of human capital changes the 
widespread international opinion on Latvia, and it is perceived as internationally 
competitive. Concurrently the opinion of people, especially young people, on the 
possibility to have the intended career in Latvia is changed.  

Stagnation Scenario – partial implementation of the solutions proposed in the 
Concept, assuming that all the solutions are implemented, except the fact that 
due to limited resources the state does not invest the entire amount of financing 
for HE prescribed in the laws and regulations 

The limited resources, especially the financial and demographic resources, do 
not permit Latvia to attain the strategic goal in the area of higher education set in 
Europe 2020: “at least 40% of population aged 30 to 34 shall have higher education”, 
thus failing to bridge the gap between Latvia and its nearest neighbours – Lithuania 
and Estonia. We haven’t succeeded in prevention of social gap either, Latvia is still 
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not able to reach the average level of Europe, when higher education is acquired by 
young people, whose parents have had low or average level of education. The labour 
force, especially young people, still continues leaving Latvia. However, increase of 
financing for HE has allowed ensuring the possibility to obtain higher education free 
of charge at least to those young people, who study full-time in the study programs 
important to the development of the state and national culture. Cautious optimism 
regarding the possibilities of competitiveness of Latvia is maintained; however, the 
innovation and knowledge economy is only in its formation stage. 

Backwardness Scenario – none of the solutions proposed in the Concept is 
implemented 

The limited resources, especially the limited financial and demographic 
resources, do not permit Latvia to attain the strategic goal in the area of higher 
education set in Europe 2020: “at least 40% of population aged 30 to 34 shall have 
higher education”, thus failing to bridge the gap between Latvia and its nearest 
neighbours – Lithuania and Estonia. We haven’t succeeded in prevention of social 
gap either, Latvia is still not able to reach the average level of Europe, when higher 
education is acquired by young people, whose parents have had low or average level 
of education. The labour force, especially young people, still continues leaving 
Latvia. Unfortunately, without being able to increase the financing for HE, it is still 
not possible to ensure the possibility to obtain higher education free of charge at least 
to those young people, who study full-time in the study programs important to the 
development of the state and national culture. The society is pessimistic about the 
international competitiveness of Latvia, no one believes in the possibility to establish 
Knowledge Economy. 
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