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Abstract.According to the trends of globalization in higher education, primarily, the trend of
massification, diversification of higher education funding resourcesbecomesa particularly
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the most common response to the mass higher education andrelevant challenges higher education
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Introduction

Nowadays, higher education faces the challenges of globalization inevitably. In the context of
globalization, the massification occurs in higher education and poses certain problems in higher
education funding. With respect to the growing accessibility to higher education in the European
Union, the state funding is unable to compensate costly higher education services. It is therefore
necessary to search for alternative resources of higher education funding — internal as well as
external resources of funding. Different aspects of diversification of higher education funding
were revealed in scientific works of Daujotis V., Janulatis A., Radzvilas V., Petras R. (2012),
Sorokina T.V., Karpickaja M.E., Kuznecova N.A., Spirina S.V. (2010), Bulajeva T., Duobliené L.
(2009), Kéarkkdinen K. (2006),Woodhall M. (2004), Hearn J.C. (2003), Johnstone, D.B. (2002,
2009), Weidman J. C. (1995), Scott P. (1995), etc. The methods and forms of higher education
funding are analysed by Boer H., Jongbloed B. Benneworth P., Cremonini L., Kolster
R.,Kottmann A., Lemmens-Krug K., Vossensteyn H. (2015), Reiff M.R. (2014), Crosier D., Puh
A (2013), Fazekas, M. (2012), Stasiulioniené D., Juozaitis A.M. (2014), Piiraité A. (2011), Orr D.
(2005), Caldwell B.J., Levacic R., Ross K. N. (1999) ir kt.

The object of research — diversification of higher education funding resources. The purpose of
research— to analyse the diversity of higher education funding resources, their forms, methods.
The tasks of research: (1) to reveal the main definitions and tendencies of diversification of
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higher education funding resources; (2) to analyse higher education state funding forms and
methods; (3) to analyse possible external and internal resources of higher education funding.
Methods of the research: systemic analysis, review and generalization of the newest scientific
literature and legal regulation, comparative analysis, abstraction, alternative, analogy,
generalization, deduction and induction methods.

Diversification of higher education funding resources: definitions and trends

Funding of higher education is alarge and complex topic (Johnstone, 2009). Johnstone D.B.
(2009) notes, thatit is complex in part because of its multiple sources of revenue and its multiple
outputs, or products, which are only loosely connected to these different revenue sources. The
institutions which provide higher education services (universities, colleges) can achieve funding
from different sources. In particular, diversification of higher education funding resources is
revealedthrough a variety of funding sources (in scientific literature also calledincome
diversification). The definitiondiversification comes from latin conception diversificatio, which
means diversity, diverse development, splitting. Diversification of higher education funding
sources (income diversification) means that resources of higher education funding are spreaded
out. Income diversification means generation of additional income (through new or existing
funding sources) that contributes to balancing the income structure of the institution as well
(Estermann, Bennetot Pruvot, Laeys-Kulik, 2013). It should be noted, that in economic terms
diversification of higher education funding resources means not only a higher risk but higher
profits too.

The process of diversification of higher education (HE) funding resources started in the
beginning of 80-ties both in developed and developing countries (Sorokina et al., 2010). This
process furthest advanced in the United States of America (USA), where marketing is one of the
main concerns of all high education institutions (HEIs). The diversification process of HE
funding resources in Europe was stimulated by globalization trends in HE.Zelvys R. (2005) noted,
that in HE system thefollowing trends of globalizationoccur: massification (HE becoming a
mass), diversification (increasing HE diversity), internationalization (HE becoming international),
marketization (market elements emerge in HE) and standardization (uniform standards in HE).
The need of diversification of HE funding resources is determined by massification,
internationalization and marketization. Due to increasing access to HE and increasing number of
tertiary education users (students), European Union (EU) countries’ budgetsare no longer able to
cover all HE service-related costs. This fact promotes the need for HEIs to look for alternative
sources of income, i.e. to diversify the sources of HE funding.Marketization contributes to the
process of income diversification as well. HE liberalized increasingly and free market
mechanisms have been integrated to HE funding models recently. Undoubtedly, all this
influences the diversity of HE funding sources — the list of HEIs income sources expand, increase
the diversity of private funding sources as well as modifications of their forms.

Researchers determine different sources of HE funding in scientific literature. For instance, Tilea
D.M., Vasile B. (2014)present the followinglist of HE funding sources: state budget (central and
local), sources granted by population, enterprises involved in educational activities (transport,
school supplies, uniforms), donations, sponsorships, own incomes of educational institutions
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(research asset, rents, fees etc.) as well as other external sources (grants, external loans offered
by external financial institutions). Sorokina T.V., Karpickaja M.E., Kuznecova N.A., Spirina
S.V. (2010) determine these sources of education funding: state budget, non-budgetary income
sources: providing paid educational services; HEIs incomes from land, buildings, structures,
equipment rental; providing paid expert services, consulting, etc.; conducting operationwith
securities; through sponsor contributions, deposit and participating in the commercial projects
together with other organizations.De Villiers P., Nieuwoudt L. (2010) note that the finances for
HE originate from only four sources: with direct subsidies to HEIs it is the taxpayers that finance
HE; with cost-sharing the other parties involved must contribute as well (i.e. students that have to
pay higher tuition fees or the parents of students that financially support their children); HEIs
also receive philanthropic funding (the so called third income stream). If government
contributions to HE decrease, the shortfall must be financed by one of the latter three sources (De
Villiers, Nieuwoudt, 2010).

It should be noted, that the diversity of HE funding resources is consolidated in legal acts as
well.For instance, there are two classificationsof education funding resources in Lithuania. The
first one — Classification of education and studies funding resources, which expresses the sources
of funding in view ofHE service users (students):the national budgets funded place; the
municipality budgets funded place; the national budgets study place partly funded of the
European Union Structural Funds; targeted funding of studies; self-paying; the funding acquired
from the organizations and the private sponsors; the funding acquired from international funds;
Confessional communities funding; other finances. The second is classification of funding
resources, which expresses the sources of funding in view of higher education service delivers
(HEIs) and their programmes: National budget (i.e. the institutions and their programs funding
from the state budget allocations); Municipality budget; Funding acquired from international and
foreign funds and organizations; Confessional communities funding; Shareholders contributions;
Studying fee; Other legally acquired finances (i.e. Incomes from other HEIs activities, according
to the legal regulations, which regulating HEIs activity); State financial funds (i.e. State Social
Insurance Fund, Compulsory Health Insurance Fund, Privatisation Fund, Employment Fund and
other state funds); Support. It should be noted, that majority of European Union(EU) countries
apply HE funding models oriented toward students’ studies funding (individual funding) rather
than HEIs funding (institutional funding) recently. The latterincreases the competition between
HEIs providing educational services.

Considering the types of education (public and private) resources of HE funding are typically
divided into two major education funding categories: private and public (Tilea Vasile, 2014;
Sorokina et al. 2010).Public sources come from central, regional and local authorities, while
private sources come from students, non-governmental organizations and households (Tilea,
Vasile, 2014). Other authors note thatthese two types of funding depend on two methods of
higher education funding — firstly, on covering the costs related to individual studies of students
(as well as accommodation costs), and secondly — on institutional funding (Sorokina et al. 2010).

In this research three main groups of resources of HE funding are presented: state, internal and
external funding of HE. State funding is presented as a distinct group according to the highest
proportion of HE funding, compared with other groups of HEfunding (internal and external).
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State funding of HE has the widest diversity of funding methods. Internal and external funding of
HE can be public and private, according to the origin of funding resource.

State funding of HE: resources, forms and methods of funding

State funding of HE can be provided by theseresources of funding: budgets of central, regional
and (or) local authorities. This group of HE funding depends on budgetary system of each
country. It is important to note, that HE can be funded from budgets using two forms of funding —
direct and indirect (Sorokina et al., 2010). Direct form of funding of HEpresuppose the funding
of HE subjects (HEIs or students) from the appropriate level of the budget directly.
Indirectformimplies that HE subjects are funded not directly but through the tax system (under
certain physical and (or) legal entities’ tax incentives) or providing state credit guarantees to
studentsfor studies.

All methodsof State funding of HE can be divided according to these forms mentioned above
taking into account the receivers ofState funds — HE subjects, i.e. providers of HE services and
consumers of HE services (students) (see Table 1).

Table 1. State funding of HE: forms and methods of funding

Direct Indirect Direct Indirect
Estimate-based funding | Tax incentives Education voucher Tax incentives
Performance-based Grant Credit guarantees
funding
Formula-based funding Study loan
Contractingfunding Tertiary Education

Levy
Block-grant funding

Source:prepared by authors according to Boer H., Jongbloed B., Benneworth P., Cremonini L., Kolster R., Kottmann A,
Lemmens-Krug K., Vossensteyn H. (2015),Fazekas M. (2012), Ecker B., Leitner K.-H., Steindl C. (2011), Harnisch T.L. (2011),
Bauer K.B., Grave B.S. (2011), Piraitg A. (2011), Stokes A, Wright S. (2010),Soroking T.V., Karpickaja M.E., Kuznecova N.A.,
Spiring S.V. (2010), Praneviciene B., Puraité, A. (2010), Peterson P.E. (2008), Levaci¢ R. (2008b).

We can see the methods of State funding of HE which can be used in order to fund HE subjects
(HEIs and/or Students) in the Table 1. HEIs as legal bodies which provide HE services can be
funded directly by using line-item budget funding, performance-based, formula-based, block-
grant funding or contracting funding. The other party — students, can be funded usingeducation
vouchers system, grants, study loan or tertiary education levy system. All subjects of HE can be
funded inderctly as well. For intance, reducing the study costs through tax system. Each method
of State funding of HE is discussedbelow.
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Estimate-based funding(lithuanian sgmatinis finansavimas). In scientific literature is also
known as line-item budget funding. When government chooses this form of HE funding, HEIs are
funded from the state budget in accordance to economic classification of expenditure (Sorokina et
al., 2010). This method of HE funding is realized through the central, regional and (or) local
budgets’ funds allocation for legitimate users of these funds and is implemented by budgetary
institutions and other entities entitled to receive budget allocations on the basis of expenditures
and incomes estimates for the financial year. Pranaviciene & Puraite (2010) note, that universities
are funded by budget resources which are previously assigned to cover certain expenses of
finance certain activities, and universities do not have a right to distribute the resourcesfreely.
This method provides a fairly rigid restriction on how HEIs can spend the money they receive
from the government or other public funds (Ahmad et al., 2015).

Performance-based funding (lithuanian programinis finansavimas)this method is related to
theNew Public Managementprinciples. It is linked with the results HEIs achieve and the quality
of servicesthey provide, rather than with the planned cost estimates for the budget
year.Kaullychurn S. (2011) notes, that it provides a transparent wayof reporting on performance
outcomes to the public at large, and rewarding HEIs that demonstrate success and continued
improvement in key areas. Finally, performance-based funding aims to reinforce initiatives that
serve to promote excellence in teaching, learning and research (Kaullychurn, 2011). Ir should be
noted, that wide range of indicators can be applied in performance-based funding method. For
instance, Denmark’s funding model for teaching is an entirely output-driven system which is
called the taximeter, linking funding directly to the number of students who pass their exams
(Cheung, 2003). Sweden’s funding system for teaching is based on an educational task contract
negotiated between the Ministry and each university or University College (Kaullychurn, 2011).
In these contracts the three-year objectives of the institutions are stated: the minimum number of
degrees, the minimum total number of FTE students, the fields of study in which the number of
students is to increase or decrease and the follow-up of an annual report (Maassen, 2000). Boer H.
et al. (2015) determine these frequently used performance indicators in the funding models:
Number of Bachelor and Masters graduates/degrees (Austria, Finland, Netherlands, NorthRhine
Westphalia, Thuringia, Tennessee); Number of exams passed or credits earned by students
(Austria, Denmark, Finland, Tennessee, Louisiana, South Carolina); Number of students from
underrepresented groups (Australia, Ireland, Thuringia, Tennessee); Study duration (Austria,
Denmark, the Netherlands, Tennessee); Number of PhD graduates (Australia, Denmark, Finland,
Thuringia, Netherlands); Research productivity (Australia, Denmark, Finland, United Kingdom
(England, Scotland); Research performance in terms of winning (research council) contracts
(Australia, Finland, Hong Kong, Ireland, Scotland, Tennessee); Third party income (Australia,
Denmark, Finland, North-Rhine Westphalia, Thuringia, Hong Kong); Revenues from knowledge
transfers (Australia, Austria, Scotland).

Formula-based funding(lithuanianformule gristas finansavimas). This State funding method of
HE is also known as institutional funding or discretionary budget funding (Paraité, 2011).
Formula funding for schools is a mathematical formula which “contains a number of variables
(items such as number of pupils in each grade, area of school, poverty [...]), each of which has
attached to it a cash amount” (Levacic, 2008b). Cadwell et al. (1999) note, that formula funding
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is “an agreed set of criteria for allocating resources to schools which are impartially applied to
each school”. Such state funding method is also called the “discretionary budget” by taking into
account the discretion of the state in deciding a certain amount of financing for a certain
institution of higher education (Orr, 2005). Fazekas M. (2012) notes that, by and large,
decentralised school management goes together with formula funding and the combination of
centralised school management and formula funding is rare.This method of HE funding is
characterized by the fact that HEIs are financed according to the number of studies and
researches (Piraité, 2011).

Contracting funding(lithuaniansutartinis finansavimas).For the purposes of this HE funding
method the State determines the number of students under the various specialties which it can
fund andtuition fees for each of the specialist training. HEIs can participate in the State HE
contest for the priceproposed by the State or less.Any interested HEIs-participants of contest can
submit their proposals for specialist training, educational programmes and other training
conditions (Sorokina et al. 2010). With HEIs-contest winners awarded contracts under which the
training of number of specialists, educational programs, etc. are financed according to the
discussed prices. For instance, this method of HE funding is applied in Lithuania and is called
“targeted funding of studies”. In order to fund the training of specialists for the State
importantareas, the number of students are admitted to the targeted places. The Ministry of
Education and Science confirms the number of targeted state-funded study places.

Block-grant funding (Lithuanian subsidijos (bendrosios dotacijos).In this case the lump sum is
allocated from the State budget for HEIs in order to cover the targeted costs. The aim of this HE
funding method is to cover some of the costs of HEIs(for instance, university research grants,
grants for HEIs purchase of technologies, software and etc.).In this case, the estimatesare usually
confirmed and the list of articles of economic costs classification is indicated (Sorokina et al.
2010). However, HEIs can be responsible for granted funds allocation according to the need for
in-house (Paraité, 2011). Puraité A. (2011) notes, that using this method of financing, the funds,
granted for universities usually cover certain categories of expenditure (for example, study costs,
costs of daily activities and etc.). This method of funding gives institutions more flexibility and
autonomy compared to line-items to determine how public funds are spent(Ahmad et al., 2015).

Education voucher (Lithuanian svietimo vauceriai). This method of funding provides a special
document (educational voucher) which is granted to a student and is considered the State's
financial commitment to pay for the student's HE services costs. This method is widely used in
Europe and the United States of America (USA) in funding of general education schools, rarely —
in funding of HE.VVouchers are cash coupons equivalent to a percentage of the taxes paid by a
taxpayer (Tilea, Vasile, 2014). Education vouchers consistently implement the principle “money
follow the student”. This funding method means, that the fundsare distributed according to the
number of students. The more students, the more fundingthere is. If the student decides to change
HEI money “follows” the student into another HEI. The principle: the providers of HE services
compete, government pays, the users of HE services choose. This method of funding promotes
competition among HEIs and developes the diversity of HE services, which meets different
interests of consumers. This method of HE funding is applied in Lithuania. In the USA vouchers
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are given to people with low income who cannot pay the fees to ensure a high level of training
(Tilea, Vasile, 2014).

Grant (Lithuanian sunsidijos).This method of HE funding is implemented through allocation of
funds to users of HE services. Grants are allocated in order to cover the cost of students related to
studies (Sorokina et al. 2010). This method is used in different countries for HEIs and

professional training schools funding. Grants are allocated on gratuitous and non-refundable basis.
Grants may be awarded to students to cover education costs, living costs (e.g., Student
apartment), meals, etc.One of the examples of grants — scholarships. Grants are funded in the
form of student aid. Falch T. and Oosterbeek H. (2011) note that grants and scholarships are
usually awarded to students with difficult socio-economic situation. It shoul be noted, that this
method of HE funding has the opposite effect than the tuition fees.

Study loans(LithuanianStudijy paskolos). Study loans may be provided by the State HEIs,
private organizations.There are two alternative study loans market — private and public.Falch T.
andOosterbeek H. (2011) note that the private market for study loans is small and almost non-
existant. It is less effective than the public.Public study loan arrangements take different forms
(Oosterbeek, Patrinos, 2008). They can be of the mortgage-type, which in principle is equal to
traditional loans and is used in the Nordic countries and the Netherlands, or they can be income
contingent, such as in England (Falch, Oosterbeek, 2011).Falch T. andOosterbeek H. (2011) note
that mortgage-type loans are required to be repaid in the form of fixed instalment after graduation;
repayment of income contingent loans depends on achieved income and students repay a
percentage of their earnings after graduation.HE study loans can be provided for different periods.
In some cases, the State subsidizes education credit rates or provide the possibility to write off or
postpone the repayment period if the borrower receives a low income. Study loans is the main
form of financing HE in China, Japan, USA, Canada, Great Britain(Sorokina etal., 2010). It
should be emphasized, that this method of funding of students HE services has a number of
advantages in comparison with other methods. Other methods of funding of HE services (for
instance, voucher system or grants) provide funding of HE services for students from taxpayers’
funds and these taxpayers do not necessarily have HE diplomas. Due to this fact, the study loans
implement justice, since the person becomes accountable for his studies in the future when he/she
obtains personal income. It should be noted that methods of HE funding are constantly changing
and evolving and income-contingent repayment study loands are especially recommended. This
type of study loans should be regarded as a mixed (public and private) financing form of HE
(Stasiulionien¢, Juozaitis, 2014).

Tertiary Education Levy (Lithuanian studijy apmokestinimas). An alternative model that
overcomes many of the limitations of the student loans funding model in the USA and the income
contingent scheme model in Australia is the Tertiary Education Levy (TEL) (Stokes, Wright,
2010). This method of HE funding is based on the premise that HE students should make a
financial contribution to their studies that is based on both the cost of the course and the future
income the university graduate will earn. Stokes A., Wright S. (2010), note that this method
considers the benefits that both the individual (PRR) and society (SRR) gain from HE. It should
be noted that,compared with study loans system, in this case students are notconsidered debtors
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(they have no debts, no financial liabilities to credit institutions), and for the study of the costs
incurred to return the funds only when they have income. This method of funding is applied in
the USA, Austalia.

Tax incentives(Lithuanian mokestinés lengvatos).The State uses not only the direct methods of
student studies’ funding, but also indirect. The example of indirect public funding methods can
be tax incentives for students and/orHEIs. Tax incentive is special taxation conditions that are
more favorable compared to normal conditions which are established and applied for a particular
taxpayer or a group of taxpayers (Law of Tax Administration of the Republic of Lithuania, 2016).
Students are relevant with respect to the income tax preferential treatment. This method of HE
funding has drawbackscompared togrants.In particular, this method of financing does not help
low-income earners, since they already pay a small personal income tax or,in certain cases, are
exempted from paying income tax. This group of student could not pay for their studies, even if
the tax benefits offset some of the studycosts. On the other hand, the State provides certain tax
benefits for non-profit organizations engaged in educational activities. Thus, HEIs are exempted
from certain taxes. For instance, HEIs-budget institutions (Lithuanianbiudzetinés jstaigos) are
exempted from property taxes in Lithuania. HEIs-public institutions (Lithuanianviesosios jstaigos)
are exempted from property taxes partly, if HEIssatisfied tax law conditions for the profits
reinvestment in further educational activity and etc.

Credit guarantees(Lithuanian kredity garantijos).This method of indirect funding is applied for
studies. The States with study loans systems (for instance Lithuania), can apply study loan back
guarantees. The purporse of this indirect HE funding method is to fund the study loans when the
student does not find a job and have not incomeafter graduation. In this case the borrower is not a
student, but the State. It should be noted, that such outstanding student loans are attributable to
indirect State debt.

After review of State funding methods of HE, it should be emphasized, that EU member states
select the methods of HE fundingindependantly. However, it should be noted that several
Statefunding methodsof HE can be applied at the same time in the same State. For instance, in
Lithunia HE is funded through performance-based, contracting funding, education voucher,
grants, student loans, as well as through indirect methods of HE funding — tax incentives for HEIs
and working students, and State-guaranteed student loans (credit guarantees). HE funding
methods, forms, which are applied in particular State as a whole create the States’ HE funding
model.

External funding of HE: resources and the diversity of funding methods
Although HE is still mostly fundedfrom the State budget, it should be emphasized, that it is
notthe only source of HE funding. The external as well as internalHEfunding comes to the rescue.

It should be noted, that funding sources should be involved into HE funding system with respect
to the HE benefit receivers — firstly, students (direct beneficiaries), society as a whole and the
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State (indirect beneficiaries) as well. Therefore, the burden of HE funding should be divided
between State and other stakeholders: employers, banks, foundations, students.

Further the alternative HE funding sources and methods of external HE funding are discussed
(see Table 2).

Table 2. External HE funding: resources and methods of funding

Individual funds Legal entities funds International
organizations funds
Student tuition fees HEI credit EU investment funds
support (structural
support)
Household  contributions | Resource Capital | International
for the student's studies (Endowment) organizations support
Donation Employer’s contributions
for employee’sstudies
Inheritance Investment funds
Support, charity Religious  communities
funds

Source:prepared by authors

According to the data presented in Table 2, we can see that HEIs can receive funding from other
external sources, with respect to different HE financier groups (i.e. individuals, legal entities and
international organizations). Further the external funding methods are analyzed.

Individual funds (Lithuanian fiziniy asmeny lésos) — this external HE funding resource isthe
most attractive alternative and auxiliary meanof State funding. Students are the participants of
HE service market and they receive direct benefit from HE. Due to this fact, students can
contribute to the funding of HE studies at their own expense as well. This funding resource is an
alternative to State funding and is applied in EU member states, USA and other states widely. For
instance, mix funding model of state funding methods and individual funds is applied in
Lithuania. It should be noted, that earlier there were no tuition fees and all HE services were free
for students in Lithuania. Second example is household funds (Lithuanian namy ikiy
lésos)whereby student’s parents,relatives or other individuals who are interested in that person’s
studies, can contribute to HE funding and to pay tuition fees for a student. Individuals can also
contribute to HE funding through donation, inheritance, support or charity. For instance,
employed individuals can give 2 percent of their annual income taxto HEIsin Lithuania. This
method of funding is particularly regulated by the Law.

Legal entities funds (Lithuanian juridiniy asmeny lésos) is the second category of external HE
funding sources. HEI credit is one of examples. HEIs can borrow from other legal entities (e.g.,
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Banks, credit unions and other financial institutions and (or) legal entities) and use recieved funds
for HEIs purposes. Endowment also known as resource capital is the next exalmple. Endowment
— is a foundation which resources can not be used for operating funding, but invested for the
future stable incomes (Vahtin, 2006). HEIs endowments are extremely get popularityin the USA
and Canada. This method of HE funding is used in UK for Cambridge and Oxford universities’
funding.Leslie L.L. and Ramey G. (1988) note, that endowment is the main independent income
resource of HEIls. The funds HElsgain from endowment can be used for research and
development, for further investment and etc.(Leslie, Ramey, 1988). HEIsreceives endowed funds
which are reinvested indefinitely, while the return on the investment i.e. profits, dividends and
capital gains derived from these investments are used to fund HEIs operating and other
expenditures (Masterson, 2009).Employer’s contributions for employee’s studies. Decreased state
funding was one of the main reasons which lead to the development of cooperation with business
(Dan, 2012). Employers are beneficiaries of HE — they get qualified staff, therefore theymay
contribute to the HE funding too.HEIs which has financial authonomy, can participate in the
stock market to buy/sell shares, bonds and other securities, e.g. use investment funds (transactions
in securities) in order to make additional income.Religious communities funds— a religious
community may contribute to the financing of HE(for instance, to pay tuition fee for persons that
belong to a particular religious community studies, also donation, charity, etc.).

The third category of external sources of HE funding is international organizations funds. EU
investment funds support (structural support) and other support of international organizations (for
instance Norwegian Financial Mechanism, etc.) belong to this category of HE funding. EU is
implementing a number of additional initiatives (i.e. Erasmus+), the EU funds are invested
iseducation of Member States, cooperation at various levels. It should be noted, that students
studies in certain cases may be partly financed by the EU’s investment funds. Students and
teachers of HEIs as well as non-teaching staff can participate in the projects, which are jointly
funded by EU investment funds and State budget funds. Such projects attract additional funding
to HE.

Internal sources of HEfunding

HEIsas the main providers of HE services can generate revenue from theirown internal resources.
HEIs can carry out economic-commercial activities which are not prohibited by certain Law
regulations.Due to the fact that HEIs dispose financial and physical assets, as well as provide HE
services and carry out other activities, the following internal sources of HE funding can be
distinguished(see Table 3).

Table 3. Internal sources of HEI funding

Shareholders' contributions
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Interest of funds held in the accounts in financial
institutions

Incomes from activities

Incomes from property
Shareholders' contributions(LithuanianDalininky, pajininky jnasai) — is HEIs internal source.
HEIs (university, colledge) may operate in various forms, for instance like a limited liability
company, public institution, budgetary institution. In case of Lithuanian HE, public HEIs can
operate only like a public institution (Lithuanian viesoji jstaiga) since 2009. State HEIs operated
only like budgetary institutions previously, although private HEIs can operate like public
institutions or Limited Liability Company by their own choice. Institutional forms of activity and
legal regulation of such forms depends on the shareholders' contributions status. This source of
fundng belongs exclusively to HEIls. Interest of funds held in the accounts in financial
institutions— is the next example of internal source of HE funding. HEIs can select a bank or
other financial institution to store the cash. In view of the need for funds and the internal
authority forecasts, they may carry out certain financial operations with deposits and receive
interest incomes. The third example of HEIs internal income source is incomes from activities —
whether related to study as well as unrelated (e.g., paid training of professional development and
other services that can provide a HEIs in accordance with their Statute, articles of association and
so on).It is noteworthy source of funding, since HEIs may receive additional income through
their inner potential.Incomes from property— both movable (e.g., Science equipment rental, etc.)
and real estate (e.g., Conference halls, sports halls, land rent, etc.).

Conclusion

The diversity of sources of HE funding, their forms and methods were analysed and some
insights can be done. In view of the global trends in HE, the diversification ofHE funding sources
(incomes diversification) becomes more and more important. HElsare facingmassification,
marketization, liberalization, which have a direct impact on HE funding models — expanding the
sources of HE funding, there are more private funding sources as well asmodifications of their
forms. HEshould not depend from a single source of funding, because it could negatively affect
HEIs financial stability and limit their financial autonomy. Funding sources of HE should be
diversified, hereby allocating the responsibilities and risks in this area.

HEIs as the main providers of HE services can receive funding from the public and other (non-
public) external and internal funding sources. Various forms and methods of HE funding, which
are acceptable to the particular Member States are applied in EU. However, it is important to note
that not all alternative methods of funding are applied inEU member statespractice. For instance,
endowment (capital resources) based funded is not widespread among EU member states,
although HEIsin USA, Canada, and the United Kingdom (Oxford and Cambridge universities),
are funded using this method. EU member states could adopt the best practices and involve
endowment to HE funding system, providing all necessary conditions for the implementation of
this funding method.
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