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KEY RISK AREAS IN THE INNOVATIVE ACTIVITY OF

AGRARIAN UNIVERSITY AND ITS MITIGATION MEASURES

The article focuses on the identification and analysis of the high-priority
risks incurred by the agrarian university in the implementation of its innovative
activities, outside the traditional core competence. In particular, the key risk areas
include compliance, reputation, financial issues, student experience and staffing
issues. The appropriate risk mitigation measures which may reduce the impact of
each risk on the operating activities of the agrarian university are given along with
the detailed risk description. The empirical data obtained during the review of the
documents, discussions and interviews with the university administration show the
effectiveness of the Ukrainian agrarian university’s practice in implementing the
risk mitigation measures.
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Introduction

The agrarian university, like the higher education institutions of other types,
faces the impacts of challenging political, socio-economic and cultural factors that
make its operating environment ambiguous. Over and above this, the university is
moving into new areas of teaching, research, commercial and other activities
across a wide array of disciplines and fields with greater exposure, where the
university brand is being used but the scope of such activities is outside the
traditional core competence. This creates a great deal of risks and uncertainties
that’s exactly why it is essential to understand the interaction between the
identified risk and mitigation measures to be taken.

The researches of such scientists as L. Vitkin, T. Kostiukova, I. Lysenko, A.
Sbrueva, T. Udovytska, H. Khimicheva focus on the analysis of possible risks to

the functioning of the higher education system. In particular, T. Udovytska has put



a special emphasis on the risks of the Ukrainian educational sphere, which the
quality of specialist training depends on one way or another. L. Vitkin and H.
Khimicheva have identified the risks of the innovation activities of higher
education institutions and the factors causing them. The scholars A. Yelesina and
L. Serheeva have analysed the conditions of the occurrence of the HEI internal
risks, their consequences for the functioning of educational institutions, and the
mechanisms developed to manage each risk. However, the analysis of numerous
researches proves the lack of fundamental studies in risk management in the
Ukrainian pedagogical science. The interpretation of the concept of risk in this
sphere is rather controversial. The review of the literature also indicates a lack of
clear understanding of the relationship between different types of risks the
universities face. Little research has been done on the mitigation activities aimed at
reducing the university risks. In view of this, the relevance and social significance
of the above problem have resulted in the selection of this topic.

The aim of the article is to identify the key risk areas in the innovative
activity of the Ukrainian agrarian university, and to outline the risk mitigation
measures. The following tasks have been set in the paper:

1) to detect and analyse the high-priority risks incurred by the agrarian
university when conducting its innovative activities;

2) to determine the specific measures aimed at minimizing or eliminating
unacceptable risks associated with the university’s operations;

3) to reveal and approve the effectiveness of the Ukrainian agrarian
university’s practice in implementing the measures directed towards reducing the
probability of the risk materializing or reducing the university’s exposure to the
risk.

Methodology

During the conduct of the research the empirical methods such as
observation, analysis of documents, discussions, interviews with the university
administration were used. The application of SWOT-analysis (strength,
weaknesses, opportunities and threats) enabled to identify the strengths and
weaknesses requiring the most attention from the university, as well as the threats
being most likely to occur, with a view to their elimination.

Discussion



The changes arising from globalisation, technological advances, and the
rising needs for highly skilled manpower have made it necessary for agrarian
universities to be innovative in their approach to preparing students for success in a
fast-changing global economy. Provided that innovation and change are
indivertible, exposure to risk arising from innovation activities should be managed
and mitigated. According to J. Stone and N. Keating, innovation presents both
risks and opportunities, and those risks should be managed in a coordinated way.
While innovation activities of institution tend to have higher risk profiles than
other pursuits, the constant need for innovation, change and renewal are the
imperatives that cannot be ignored or avoided by any organisation for any
sustained period [9, p. 23]. In the research project “How Innovation Occurs in
High Schools Within the Network of Innovative Schools: The Four Pillars of
Innovation”, Douglas Watt specifies the innovation activity as the one which has
“risk taking spirit” [11]. In view of this, understanding and managing the risks
associated with the innovative activities of universities is “challenging and critical
to preserving and protecting the reputation, resources, and standing in the local,
national and international context” [8].

The key risks, the agrarian universities exposed to, fall into the following
categories: compliance, reputation, financial issues, student experience and staffing
Issues.

Compliance risk is exposure to legal penalties, financial forfeiture and
material loss an institution faces when it fails to act in accordance with industry
laws and regulations, internal policies or prescribed best practices [10]. As the
agrarian universities operate under the international, state, local and administrative
laws and regulations that may be applied at the institutional level, they have to
comply with all the legal requirements. In addition, the universities shall seek to
ensure that their staff is compliant with all relevant legislation. For example, non-
compliance with health and safety law and/or other regulations, may result in
accident, injury, loss of life of staff or students; prosecutions; penalties; fines etc.
In this regard, the practice of one of the Ukrainian agrarian universities (Sumy
National Agrarian University) deserves special attention. In the university the legal
clinic “Dovira” was created on the base of the laboratory of practical law under the
subgrant from the American Association ABA/ROLI in 2009, and since that time
the lawyers of the university and the legal clinic experts have been providing the



university’s employees, academic staff representatives and students with some
legal advice on various legal issues, thereby ensuring their compliance with
applicable legislative, regulatory, and contractual requirements. For example, in
2011 the specialists of the legal clinic “Dovira” filed 25 claims with the court to
protect the university’s interests, and in 24 cases their claims were satisfied for the
total amount of UAH 59,865,41. Moreover, the university not only provides in-
house legal advice, but it renders the legal services when advice from external
stakeholders and local population is required.

“Reputation risk arises when a situation, occurrence, business practice or
event has the potential to materially influence the public and stakeholder’s
perceived trust and confidence in an institution” [12, p. 3]. Michael Huber
considers reputational risk to be a genuine type of academic risk. According to
him, reputational risks may be interpreted as the other side of, or complementary
to, financial risks being the basis of organisational risks. Reputational risks range
from assets management to the impact of press statements by staff, bad press about
student excursions, equality and diversity issues to a dirty classroom [5, p. 16]. In
an increasingly competitive market for higher education, it is not surprising that
many universities have redirected their attention to evaluating their reputation and
brand perception among prospective students and employers [4, p. 5].

“We don’t see reputation risk management as having a start date and end
date,” says Vivek Karve, the chief financial officer of Marico, a leading consumer
products manufacturer in India [1]. His statement has hit a bull’s-eye as reputation
risk should be managed as long as the university operates. In case of being
improperly managed, this type of risk can quickly escalate into a major strategic
crisis [1, p. 5].

The majority of the agrarian university’s key risks have a reputational risk
component. This type of risk includes such elements as failure to attract top-quality
students, failure to attract and retain high quality staff, failure to properly manage
positive and negative publicity, failure to build positive, long-term relationships
with foreign partners etc.

We also argue that reputational risk differs in its social construction from
other risk categories by being a purely “man-made” product of social interaction
and communication. Reputation is a communicative construct beyond the direct

control of universities, often embedded in media-friendly external measures such



as ranking and ratings [6, p. 302]. In recent times, there has been a rapid growth of
evaluative and standard setting institutions both at the global and national level in
the educational sphere. Ranking systems and league tables are the instruments
developed in order to evaluate university’s brand and reputation, taking into
account the teaching and research dimensions of the university performance to a
large degree. The monitoring of league tables is considered to be a core method of
managing reputational risk both in the Ukrainian and foreign universities. The
publishing service “URAN” (Association of Users of Ukrainian Research and
Academic Network URAN), to the order of Osvita.ua, carries out the scientometric
monitoring of the entities of the academic publishing activity in Ukraine in terms
of SciVerse Scopus database, on the basis of which the rating of Ukrainian higher
educational institutions is annually made. The results of the university ranking are
based on the indicators of the Scopus database, which is a tool for tracking citation
of the scientific articles, published by universities or their staff. The Scopus
database constantly indexes more than 20 thousand of scientific journals and
hundreds of book series.

As of April 2017, the Scopus database includes 136 higher educational
institutions of Ukraine, among which SNAU being in the middle of the table (fell
to 65th place). Since most international rankings focus predominantly on the
indicators related to the research function of universities, the agrarian university
sets sights on the scientific performance and an increase in the total number of
documents published in scholarly journals indexed in Scopus and Web of Science.
In order to minimize the consequences of reputational risk, the university tries to
improve its position in the Ukrainian university rankings, thereby attracting better
media attention, sufficient number of high-quality students and staff. Diagram 1
below makes the fact of the improvement in the scientific performance of SNAU
for the last three years clear.

Diagram 1. Publication of the scientific work results
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Source: Reports on Scientific Work for the 2014-2016 period

But on the contrary it is worth mentioning that university rankings can have
an adverse effect on the university reputation as there is a risk that time invested by
universities in collecting and using data and statistics in order to improve their
performance in the rankings may detract from efforts to progress in other areas
such as teaching and learning or community involvement [7, p. 8]. Efforts by
universities to improve their positions in the rankings may keep them from placing
greater focus on elements of their mission that have no direct relevance to the
ranking scores.

Besides high-quality publications in order to keep up academic reputation,
the university focuses on the international collaboration by strengthening its links
with reputable overseas educational institutions. The development of bilateral and
multilateral international relations, educational and scientific projects is a priority
for Sumy NAU. Cooperation with foreign partners is implemented using a variety
of organisational forms: from student and academic staff mobility and participation
in international conferences, seminars, “round tables” to the implementation of
joint educational programs and participation in various international scientific and
educational organisations.

In the system of international relations, pride of place goes to the
arrangement of practical training and scientific internship abroad. The students of
the university have practice in the farm businesses of Denmark, Holland, Germany,
Poland, Austria, Switzerland, Sweden, Finland, USA, Australia and other
countries. By so doing, through international engagement SNAU strengthens the
university’s international reputation and image.

Financial risk is “an umbrella term for multiple types of risks including
credit risk, market risk, exchange risk etc. In a university context, this includes
reduction in public funding, inflation, bargaining pressures, enrollment, operating
grant, collection of student fees, investment of trust and endowment funds and
impact on international student enrolment which arise from currency fluctuation”
[3, p. 3].The financial risk of the agrarian university is made up of such elements
as change in government funding policy resulting in a drop in income, failure to
recruit (home or overseas) target student numbers, failure to meet financial
liabilities, improper financial strategy and management, failure to secure value for

money in the university’s resource use etc.



Nowadays, universities of all types face external challenges, such as public
budget cuts, globalisation and internationalisation of higher education, which
intensify competition but also provide new opportunities for activity expansion.
Direct public funding is the most important income source for many European and
Ukrainian higher education providers. But insufficient budget financing has
resulted in the search for additional funding sources by higher educational
institutions to ensure their functioning and fulfilling the statutory objectives. In this
context, risk mitigation is a powerful driver for the strategic pursuit of new funding
sources. Against the backdrop of a severe economic downturn, universities
typically find themselves in a position where developing additional funding
streams becomes a requirement if they are to fuel further growth in their activities.
It is worth noting that this perception is shared by universities across different
countries, regardless of the percentage of GDP allocated to higher education.
Universities in Portugal, Ukraine, Switzerland, the Netherlands, Germany, Italy or
the United Kingdom all shared this rationale [2, p. 61].

In terms of public financing reduction, the provision of fee-based services,
including for overseas students, is one of the effective mitigation measures which
enable universities to generate millions in revenues. In order to avoid being under-
recruiting institutions that might face serious financial difficulties, the agrarian
universities should attract international students, as in case with SNAU which got
the hang of it some years ago, and as things stand, has increased its proceeds.
Table 1 shows the evolution of the number of foreign students and simultaneous
increase in budget revenues for the past seven years since 2010 when the first
students were enrolled. The figures below prove the significant revenue growth
opportunities due to the increase in the number of overseas students under the
internationalisation of the educational process.

Table 1. Dependence of revenue growth from the quantity of overseas

students
Year Total number of overseas Total amount of budget
students revenues, UAH
2010 accurate data is not specified 185,000
2011 163 1,619,000
2012 184 2,690,000
2013 291 3,398,300




2014 345 4,727,900

2015 357 10,230,500

2016 340 11,575,00

Source: Department on Work with Foreign Students, 2016

The capacity of universities to generate additional income relates to the
degree of autonomy granted by the regulatory framework in which they operate [2,
p. 9]. In order to mitigate negative consequences of a drop in income or to
accelerate further growth of their activities, the Ukrainian agrarian universities
have an option to grow and sale their own agricultural produce, to breed cattle and
poultry, to lease land and other property etc. SNAU provides an example of the
institution that is able to absorb the financial impacts of any changes and financial
risks that materialise, without significantly changes to its revenue and expenditure
policies. Graph 1 below shows the percentage of income obtained by the university
from other sources of financing. It is beyond argument that the core mission of the
university is to contribute to society through the pursuit of education and learning.
In light of this, according to the data of 2016, the bulk of SNAU’s revenues comes
from the provision of education services and amounts to 62% (UAH 39,299,3
thous.), including education services to overseas students (17%) and domestic
students on a fee-paying basis (43%). The share of income received from the
economic activities (sales of agricultural produce and products of the public
catering facility, assets lease and sales, provision of utilities and hostel services
etc.) is equal to 31% (UAH 19,223,9 thous.), with the remaining portion received
from the charitable contributions, grants, private donations and amounting for 7 %
(UAH 4,274,2 thous.). As we can see, the additional sources of funding make up
the significant proportion of its budget that enables the agrarian university to face a
low financial sustainability risk under inadequate funding from government.

Graph 1. Revenues from special funds
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In addition to securing alternative sources of funding, the financial risk
mitigation techniques include accurate budgeting, regular monitoring of
performance, regular liaison with funders, fundraising activities, clearly defined
fraud policies, marketing of student accommodation etc.

The financial risk of universities is directly connected with the risk of
student experience as recruitment difficulty or under-recruiting leads to a drop in
real income. The risk of student experience has the following components: failure
to recruit and retain sufficient number of students, failure to attract high quality
students, failure to provide the educational services which meet the expectations of
students, failure to develop high-quality programmes and enhance quality,
improper evaluation of student academic performance, poor student experience
resulting in loss of, or damage to the university reputation, poor graduate
employability etc.

To reduce the impact of this type of risk the agrarian universities take the
following innovative measures: review of training programs by agribusiness,
professional development of academic staff in business structures, arrangement of
the process of training at production site, participation of the company’s
representatives in demonstration lectures, effective recruitment strategy planning
etc. In the situation when there is a reduction in the number of school leavers, the
Ukrainian agrarian university tries to attract the graduates with the Diploma of
Junior Specialist to reduce risk of low student recruitment. To avoid risk of failure
to meet the student expectations, the university has introduced a new approach to

the organisation of student practical training: integration with agribusiness on the



basis of requests and orders for the internship, pre-graduation practical training,
and job placement.

The mitigation measures taken by universities for minimizing the risk of low
student recruitment include occupational guidance for prospective students,
arrangement of Open Days, coming into contact with schools or other educational
institutions, creating an environment that facilitates the exchange of information
and dialogue. In this regard, the practice of SNAU is worth noticing. Under the
occupational guidance for schoolchildren, the university annually arranges the
vocational guidance camp “Eco-Prof” during the holidays, at no expense to pupils.
The goal of this event is to help school leavers choose their future profession,
provide them with the most comprehensive information about the university, and
create an atmosphere of immersion in student life etc. The students of the
university participate in this event as well. The program covers training on
personal development, practical acquaintance with the faculties and specialties,
imitation games, master classes, eco-quests and others.

According to M. Huber, quality of academics and other senior staff, and
attraction of the best staff, especially at professorial level, are the key factors in the
university’s future performance and reputation [5, p. 16]. Hence the risk of staffing
issues completes the list of the agrarian university’s risks of high priority. It
includes the following components: inability to attract new staff and retain the
existing one, failure to improve teaching capabilities of academic staff, reduction
in the opportunities to appoint new staff to vacancies because of increased
budgetary pressure, difficulties in recruiting appropriate existing and/or new staff
to senior leadership positions in the university, failure to create adequate system of
salaries and allowances in comparison to the European markets and competitor
academic institutions from abroad etc.

The university’s mitigation measures directed at reducing the probability of
the staffing risk materialising include the following: conclusion of the agreements
on cooperation and development of academic mobility, introduction of the
programs of staff training, development and accreditation, management of the
university image as a good place to work, constant review of staff remuneration
package, monitoring and regular review of facilities, introduction of the fast-track
promotion scheme.

Conclusions



The challenges related to uncertainty about government funding, number of
prospective students, stiff competition in attracting international students and
applying new teaching methods based on online platforms have put pressure on the
agrarian universities to improve existing or create entirely new products, processes
and services. The HEI’s engagement in innovative practices to improve
efficiencies, find alternative income sources, facilitate cooperation with business
sector and other higher educational institutions and enhance skill development
results in greater exposure of multi-dimensional risks such as compliance,
reputation, financial issues, student experience and staffing issues. In this respect,
it is of a particular importance for the agrarian university to apply the risk
mitigation techniques and tools in order to anticipate the adverse events that could
potentially arise out of the course of the agrarian university’s operations and
mitigate their adverse consequences to ensure the overall stability of the institution.

The above findings could direct further research that seems essential for
better understanding of the methodologies and tools for academic risk management

in the Ukrainian agrarian higher school.
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Knouxoea Temana leanisna,

Kauouoam neodazo2iyHux Hayk,

ooyenm Kageopu iHO3EMHUX MO8,

CymcwbKull HayiOHANbHUL A2papHUll YHi8epcumem,

syn. Kiposa, 160, Cymu, Ykpaina

KJIFOUYOBI 30HU PU3UKY B IHHOBAIIIMHIN JISIJIBHOCTI
AT'PAPHOI'O YHIBEPCUTETY TA 3AXO/U 3 ITIOM’AKINEHHSA
HACJIIAKIB PUUKY

AHOTAIIS. 3minu, moB’si3aHi 3 TI00ami3aIli€ro, CTPIMKUM TEXHOJOTTYHUM
MPOTPECOM 1 3pOCTAIOUO0I0 MOTPEOOI0 Y BUCOKOKBaTI(hIKOBAHUX KaJipax, MPU3BEIIU
JI0 HEOOXIIHOCTI 3aCTOCYBaHHS 1HHOBALIMHOTO TMIAXOMy 110 MpodeciiHol
MITOTOBKH CTYJIEHTIB y BHUIIINA arpapHii MIKoJi. 3 ypaXyBaHHSIM TOTO, IO
1HHOBAIIli 1 3MIHM B OCBITHBOMY MPOLIEC] € HEMUHYYHMH 1 BIJOYBAIOTHCS B YMOBAX,
10 CTBOPIOIOTH MEBHI PU3UKW 1 HEBU3HAYEHICTh, HATAIBHOIO HEOOXIJHICTIO € HE
JIUIIE PO3YMIHHSI CYTHOCTI TaKUX PU3UKOBHMX MOJIM, a ¥ 3aCTOCYBaHHS 3aXO/lIB 3
11eHTU(IKOBAaHUM  PU3MKOM 1 3aXO0JaMH, CHOPSIMOBAaHUMH Ha 3HIKCHHS
HMOBIPHOCTI HECHIPUSTIMBUX MPOLECIB, 1110 BUHUKAIOTh MPU 3A11CHEHH] HayKOBOI,
OCBITHBOI Ta TOCHOAAPCHKOI MISIBHOCTI, € KPUTUYHO BAXKIMBUMU ISl 3aXHUCTY
pernyTallii Cy4acHOr0 YHIBEPCHUTETY, 30€peKEHHS MOro pecypciB 1 MOJOKEHHS Ha
MICLIEBOMY, HAIlIOHAJbHOMY Ta MIXKHAPOJAHOMY pPIBHSX. Y CTaTTlI aKUEHTYEThCS
yBara Ha igeHTU(IKalli Ta aHami3l MPIOPUTETHUX PHU3HMKIB arpapHOro
YHIBEPCUTETY, 110 BUHHUKAIOTHh Yy MPOLECI 3AIMCHEHHS 1HHOBALIIHOI AiSUIBHOCTI.
30kpemMa,  pO3MNIIHYTO  PU3UK  HOPMATHUBHO-TIPABOBOI  HEBIJAMOBIAHOCTI,
penyTamiiHuil pu3uK, (IHAHCOBUM PU3UK, PU3MK, MOB’S3aHUN 31 CTYyJACHTCHKUM
KOHTHHTEHTOM, PU3HK, IOB’S3aHUN 3 HAYKOBO-TICNATOTIYHUM TIEPCOHAIOM, a
TaKOX X CKJIafoBi. Pa3om 3 MOKIagHUM OMUCOM KITFOYOBHX 30H PHU3HKY, aBTOPOM
HaBEJICHO BIJIMOBIIHI 3aX0/IH, SIKI MOKYTb 3MEHIIIMTH HETAaTUBHUMN BILJIUB KOXKHOTO
pU3MKY Ha e(eKTUBHY MAISUIBHICTh arpapHoro yHiBepcurery. Ha ocHOBI
EeMIIPUYHUX JaHUX, OTPUMAHUX B XOJIl aHANI3y JOKYMEHTIB, a TaKOX IiJl yac
MPOBEJICHHST OeCl]] Ta 1HTEPB’I0 3 KEPIBHUIITBOM YHIBEPCHUTETY, OYyJO0 BHSBICHO

OpUKJIaau 3 TPaKTUKW peaiizamii 3axoidiB, CHOPSMOBAaHMX Ha 3HIKEHHS



WMOBIPHOCTI peajizaiii TOro 4Yu IHIIOTO BUAY PU3UKY a00 MOM SKIIEHHS HOTO
HACNIJKIB, Ta MiATBEPIKEHO €(PEKTUBHICTh BHUKOPUCTAHHA TaKOi MPaKTUKU

BITYM3HSIHUM arpapHUM YHIBEPCUTETOM.

KJIFOUOBI CJIOBA: inHOBamiliHa IisSUIBHICT, arpapHUNl yHIBEPCUTET, PUBHK,

30HAa PU3UKY, 3aX0JIU 3 TIOM SIKIIIEHHS HACIIIJIKIB PU3UKY.



