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The autonomy of the HEIs and its limits is an object of constant discussions and inquiries. The question that is also
researched and accentuated is the relationship between the autonomy of HEIs and the accountability to the society according
to certain criteria. The financing aspect of higher education is also one of the most problematic aspects in the system of
higher education. None of the models applied for the financing of higher education and measures chosen in Lithuania was
able to ensure the accessibility of studies, quality, nor could attract qualified pedagogical personnel. It is stated that
insufficient financing of higher education has direct influence on other dimensions of higher education system. If the
universities are not granted autonomy, they cannot be innovative and react effectively to social and economic changes, they
are not able to correspond to social and economic needs of the state that cannot fulfil expectations of the students to achieve
better quality of life. The aim of the paper is to analyse the impact of the financing method of higher education institutions
chosen by the state on economic activities of the HEIs and their financial autonomy. In the first part of the paper the trends
of the financing of the system of Lithuanian higher education are analysed. The second part of the paper analyses the impact
of state financing on institutional autonomy of HEIs. The third part reveals the significance of financial autonomy of HEIs

and its impact on the economics of higher education.
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Introduction

The problem of the research. The autonomy of higher
education institutions (hereinafter — HEI) and its limits is an
object of constant discussions and inquiries. The question
that is also researched and accentuated is the relationship
between the autonomy of HEIs and the accountability to the
society according to certain criteria. The move of the
university from a service profile to a market profile has
caused significant concern and dilemmas for academics and
university policy makers (Staskeviciute, Ciutiene, 2008;
Asiedu, Nandwa, 2007). The requirements to HEIs are
increasing, they are not presumed as being only institutions
providing education, but also as business units competing
in the field of higher education (Melnikas, 2008; Mets,
2010; Sedziuviene, Vveinhardt, 2009; Snieska, 2008;).
There is a significant trend that non-educators increasingly
drive plans and targets for education (Murphy, 2005). Only
a few authors correctly admit that higher education could
not be valued from traditional economic perspectives
(Toutkoushian, Paulsen, 2016). The legislator changes the
legal regulation quite often and also uses its influence as the
main financer of the system of higher education, but
randomly questions regarding the financing methods and
autonomy of universities and its impact on the economics of
the whole higher education are raised. It can be noticed that
Baltic states (which for a long time were in the USSR) pay
much attention to institutional autonomy, and this is a
regular tendency in post-authoritarian states which do not
have continuous traditions of higher education. These states
have a tendency to regulate meticulously the definitions of

various rights but this sometimes has paradoxical effect — if
the academic freedom and institutional autonomy are
regulated in too much detail they lose their essence. (Thorens,
2006). The dinamics of the legal regulation of Lithuanian law
of sciences and education, as well as adopted administrative,
financial, procedural measures indicate, that the legislator
does not take into consideration the findings of relevant
scientific research recently done on the research subject, and
the adopted legal regulation does not correspond neither to
European practice, nor to scientifically based conclusions.
Therefore it is crucial to analyse through scientific approach
the politics and legal instruments in the field of education and
science, and to provide conclussions and possible ways of
improvement of administrative, legal regulation and financial
politics on the activities of HEIS.

The relevance of the research. The financing aspect of
higher education is one of the most problematic aspects in
the system of higher education. It is important to note that
the legal regulation of higher education is coordinated with
other fields of state regulation — financing, quality assurance
(licencing, acreditation, and external evaluation), political
activity strategy and development formation. None of the
models applied for the financing of higher education and
measures chosen in Lithuania was able to ensure the
accessibility of studies, quality, nor could attract qualified
pedagogical personnel. It is stated that insufficient financing
of higher education has direct influence on other dimensions
of higher education system. Therefore the scientific analysis
of these processes is relevant, important and timely. Some
authors state, that universities are becoming so oriented
toward the global economy that they no longer address the
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part of their traditional mission that views community and
social needs as a major responsibility (Staskeviciute &
Neverauskas, 2008). There is the need to coordinate the extent
of state regulatory measures with the principles of
institutional autonomy, self-governance and academic
freedom. If the universities are not granted autonomy, they
cannot be innovative and react effectively to social and
economic changes, they are not able to correspond to social
and economic needs of the state that cannot fulfil expectation
of the students to achieve better quality of life. Funding is not
an isolated topic but a set of instruments to achieve the goals
of higher education.

The aim of the paper is to analyse the impact of the
financing method of higher education institutions chosen by
the state on economic activities of the HEIs and their financial
autonomy.

Therefore the main tasks of the paper are:

1. To reveal the main means of the distribution of state
financing to HEIs, to assess the advantages and disadvantages
of those means, to reveal the experience of other countries in
financing higher education and in this context to analyse the
development of the Lithuanian system of financing of higher
education.

2. To evaluate the tendencies in the financing of the
Lithuanian higher education system and to detect the flaws
of legal regulation in this field, disclose problems of
practical implementation, to reveal possible alternatives of
the financing of Lithuanian higher education and to propose
the measures and mechanisms for implementation.

3. To disclose the correlation between state financing
methods, institutional autonomy of HEIs and their
possibility to effectively perform economic activities.

The methodology of the research. The article is written
in the interdisciplinary area of law and economics, when
through the analysis of legal mechanisms the impact of
financial regulation of HEISs is revealed on the autonomy of
the universities, which is an essential feature of the higher
education and may be considered as the guarantee of the
fulfilment of the mission of HEIs. The problematic aspects
of financing of higher education and institutional autonomy
are analysed using the following research methods. The
document analysis method allowed gathering, analysing and
interpreting written and statistical data, Lithuanian legal acts
and other relevant written documents. Analytical — critical
method allowed to evaluate the situation of the financing of
the higher education and to reveal the problematic aspects and
possible solutions. This method was used to formulate
generalisations and conclusions. The method of systematic
analysis allowed to reveal the disadvantages of the present
legal regulation and its influence on the whole system of
higher education. The comparative method allowed to
compare the financing of higher education in Lithuania and
other countries. It should be stated the interdisciplinary
character of this paper, which corresponds to a recent wide
development of interdisciplinary research methods basically
in the field of social sciences (law, economics, sociology,
etc.), therefore it is aimed to carry out some “interdisciplinary
synthesis” through conclusions of this paper. In order to
achieve the above-mentioned goals, the authors will use a
variety of methods: from selection and analysis of primary
and secondary sources to descriptive, comparative and
synthesis methods. Such analysis requires multitudinous,

broad and diverse base of empirical data, which could not be
collected by authors. Accordingly, the authors will use the
data and economic indicators of database of Eurostat, Statistic
Department of Lithuania, as well as scientific, operational and
theoretical reports related to the issue of migration processes
and their determinants (for example, reports of the
universities about their financial activities).

The Tendencies of the Financing System of
Lithuanian Higher Education

The financing of higher education system in Lithuania
has undergone substantial changes in the two decades of
Lithuanian independence. Education policy, whether it is at
national or international level, commonly has objectives
beyond the area of education, comprising a combination of
political, social, economic and pedagogic concerns (Muller,
2011). The models of financing and the methods of state
financing for higher education were constantly altered. The
search for the system of financing that was optimal and
suitable for the needs of society and the state is still
underway. The aspiration of the state to regulate higher
education may be understood - accessibility of public
services, investment into the human capital (education,
health, and social security) is considered to be a part of
external environment of quality of life, which is usually
regulated by means of public policy (Pukeliene &
Starkauskiene, 2011). The last systematic reform of the
higher education was carried out in 2009, but it is evident
that new demographic and economic tendencies suppose the
necessity of a new reform in this specific sector. This is
further illustrated by the statements of the newly-elected (in
2016) state officers regarding the inevitability of the reform
of science and study institutions. Therefore there are no
grounds to state that the system of higher education and its
financing system have gained any long-term features. The
change in the funding system of the higher education in
Lithuania was carried out in several stages, which can be
attributed to the adoption of the new versions of the legal
acts regulating the activity of higher education institutions.
Lithuania is considered as a developing economy, where
education levels are as high as, or even higher, than in many
developed market economies, even though GDP levels are
much lower (Kalyuzhnova & Kambhampati, 2007). About
70 percent of the graduates of secondary schools every year
participate in this activity directly, and their parents,
families, educators, the infrastructure personnel of the
higher education institution participate indirectly. It can be
noted that the number of students is growing from the year
2000. In 2000 there were 96 000 students in Lithuania, and
in 2008 the number was 144 000 (Education [Svietimas].
2009, 2010). Later this number started decreasing: in the
beginning of the academic year of 2015—2016 133 000
students were studying in the HEISs, out of them 93 524 were
studying in universities and 39 772 in colleges. To compare
with the academic year of 2014—2015, the number of
students had decreased by 7 000 students, or by 5 percent.
39 percent of the young people aged 20—24 were pursuing
higher education (in comparison, in 2014 the number was
40 percent). (Education. [Svietimas] 2015, 2016) The
amount of educated people usually indicate the high level of
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life quality in the state (Kilijoniene et al., 2010), therefore
there is a great disappointment in the whole system of higher
education between the members of the society.

Even though the state funding allocations to the system
of education in Lithuania is similar to that in other states (at
an average of 4 to 6 percent of GDP), in the year 2009 it
even exceeded the EU average and amounted to 6,8 percent
of GDP (Ministry of Education and Science of the Republic
of Lithuania [LR svietimo ir mokslo ministerija], 2010).
However, later the proportion of the GDP allocated to the
education system started decreasing due to motives of
financial crisis, and in 2012 amounted to 5,8 percent of GDP
in Lithuania (Ministry of Education and Science of the
Republic of Lithuania [LR svietimo ir mokslo ministerija],
2013). It should be stated that in this case the important
factor is not only the amount of the funds allocated but also
the principles of their distribution and the effectiveness of
their use. Furthermore, it should be noted that the part of the
abovementioned assets allocated particularly to higher
education (to universities and scientific institutes for all
their tasks) comprised 1,3 percent of GDP in the year 2016
(Lithuania’s education in numbers [Lietuvos svietimas
skaiciais], 2016). This amount corresponds to the tendencies
in the EU — European countries spent on average 1,2 percent
of GDP on tertiary education (Eurydice, 2001). It should be
noted that different sources provide different information
regarding financing of the higher education. One of the
reasons may be that some institutions consider that
financing higher education institutions means only
implementing the student’s purse doctrine, others include
state funding the universities’ infrastructure, scientific
research etc. This ambiguous situation creates the
possibility for various interpretations, therefore it is
important to ensure the clarity of the data provided by the
governmental institutions and to reveal the contents of the
composite parts of financing of higher education
institutions.

The appropriations from the state budget still comprise
the biggest source of the income of the HEIs but this part is
decreasing steadily. From the year 2004 the income of the
HEIs from foreign institutions has augmented (almost all
these funds come from the EU) (see Table 1). The EU
support will decrease from the year 2020, therefore the
present higher education system would probably face great
shortage of funds. These tendencies formulate a need to
review the model of financing of higher education. On the
one hand, there is a need for stimulated educational
investments, and on the other hand, their efficiency should
be evaluated (Giziene & Vasiliauskaite, 2007).

However, up to date there is no statistical data, what is
the real amount allocated by the state to higher education
institutions. If we look formally, the input of the public

sector comprises the main part of income in the budgets of
the HEIs (see Table 1), but it has not been evaluated what
part of financing comes back to the state budget by the
means of various taxes (income tax, social security tax,
health insurance tax, VAT, utilities tax, etc.). For example,
Mykolas Romeris University (hereinafter —- MRU) expenses
in 2015 were 15 255 100 Eur (income totalled 19 853 300
Eur), the biggest part of the expense was allocated to the
wages of employees (61,2 percent) and social security taxes
(18,7 percent). The expenses of Vilnius University
(hereinafter — VU) were 150021900 Eur (income
143 320 200 Eur), the expence allocated to wages of
employees comprised 28,97 percent, social security taxes —
8,98 percent. The biggest part of the expenses of Siauliai
university (55,7 percent) was allocated to the wages of the
employees, in the budget appropriations this part is more
than 60 percent, and social security tax comprises 16,8
percent of the expenses, utility taxes comprised 6,5 percent,
other services — 7,4 percent, and scholarships - 6,2 percent.
(Mykolo Romerio universitetas, 2016; 2015 m. Vilniaus
universiteto veiklos ataskaita, 2016; Siauliu universiteto
veikla 2015 metais, 2016). Similar tendencies may be
noticed as well in other universities. Therefore a big part of
the income from budget appropriations is returned in one
form or another to the state budget.

Other aspect that could be criticized in the budget
appropriations — the part of financing according to the
results of scientific activity. This form of financing is
especially non-transparent; none of the state institutions
provide explanations about the validity of the allocation of
these funds, effectiveness, and the principles of allocation
of these funds between institutions.

The financing situation of higher education in Lithuania
is not unique; many EU member states (except for the UK
and Ireland) have tendencies that governmental
appropriations are still the dominant source of revenues.
Their share exceeds two-thirds in all countries, except for
the UK. Tuition fees are an important source of revenues
only in three countries, i.e. in Italy, Spain and the UK, while
in the other countries these fees account for a relatively
small share of revenues. The aggregate share of grants and
contracts in most of the countries considered range between
10 and 20 percent. Funding is one of the key intervention
instruments — for government (ministries, funding councils)
as well as university decision-makers (Executive Boards,
deans, department heads). In higher education, regulation is
related to topics such as standards for the quality of degrees
(accreditation), the number of students admitted to public
institutions and the freedom of higher education institutions
to charge tuition fees and engage in various kinds of other
income generating activities (Funding Higher Education: A
View Across Europe, 2010).
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Table 1

The Structure of the Income of Lithuanian State Universities in 2015

The income of state universities® in 2015
University,
Total income, Eur

State budget
appropriations

Income received for
services provided
(proper funds)

Purposive financing (projects, programs,
contracts, etc.)

Mykolas Romeris university

31,9 percent (The support from the EU funds

64 059 410 Eur

19 853 300 Eur 24,9 percent 43,2 percent comprises 27 percent)

Vilnius University 49 percent (The support from the EU funds
143 320 200 Eur 36 percent 15 percent comprises 45 percent)

Vytautas Magnus University 33,1 percent (the support from the EU funds
27 569 600 Eur 44 percent 22,9 percent comprises 23,6 percent)

Kaunas University of Technology 44,3 percent 23,21 percent 32,47 percent (the support from the EU funds

comprises 23 percent)

Klaipeda University

20 089 054 Eur 54,7 percent

27,67 percent

17,1 percent (the support from the EU funds is not
indicated)

AleksandrasStulginskis University

23.650,300 Eur 23,3 percent

24,1 percent

48,7 percent (the support from the EU funds
comprises 43,3 percent)

Vilnius Art Academy

11 153 300 Eur 61,76 percent

11,3 percent

26,9 percent (the support from the EU funds
comprises 16,3 percent)

Siauliai University

15,4 percent (the support from the EU funds is not

12 861 590 Eur

9 285 400 Eur 51,5 percent 32,9 percent indicated)

Lithuanian Sports University 13,7 percent (the support from the EU funds is not
7834 700 Eur 40,5 percent 45,8 percent indicated)

Vilnius Gediminas Technical University 23,3 percent (the support from the EU funds
40591 000 Eur 51 percent 25,4 percent comprises 13,6 percent)

Lithuanian University of Educational Sciences 54 percent 29 percent 17 percent (the support from the EU funds comprises

0,2 percent)

Lithuanian Academy of Music and Theatre

6 897 560 Eur 78,63 percent

8,93 percent

12,44 percent (the support from the EU funds
comprises 7,68 percent)

Sources: the annual reports of the Rectors of corresponding universities.

The Significance of financial Autonomy of HEIs
and its Impact on Economics of Higher Education

One of the most significant composite aspects of the
autonomy in higher education is the financial autonomy of
the HEIs and its scope. Financial autonomy is composed of
such aspects: the means and principles of the allocation of
state budget appropriations to the HEIs and their distribution
inside the institution, and financial possibilities of the HEIs
(related to the legal status of the institutions, to the
possibility of the institutions to dispose freely the property
assigned to them, the right use the income earned by the
institution, to set the tuition fees, the right to borrow money
and to invest, the right to set the number of personnel that is
necessary and the right to set wages; Mingle, 1983).

Financial autonomy is a field evidently related to other
dimensions of higher education, which directly influences
other aspects of higher education. For example, the right to
set the size of the tuition fees influences the accessibility of
higher education. Financial autonomy is a particular field
which may indicate a possible dichotomy between the
formal and real management autonomy. Even though it
could seem that a particular higher school has a high level
of autonomy, for example, regarding the administration of
buildings, but in reality, its opportunities to sell such
property may be very limited by various legal norms or
procedures. Therefore the analysis of financial autonomy of
universities should also include a detailed analysis of their
financial autonomy and its aspects having an influence on
the real autonomy of HElIs.

Government funding policies affect both the demand
and supply of higher education. For example, the amount of

subsidy affects the fees students pay and the demand for
higher education places (Harrison, 1997). The method
chosen by a particular state to allocate the state budget funds
to particular HEIs is considered ashaving the biggest
influence to the financial autonomy of a particular
institution. Most states gradually accept the method of
financing based on long-term contracts between the HEIs
and particular ministry, which settles the rights and duties
of the HEIs. There are two alternatives for the method of
institutional financing (this method is prevailing in Europe
and in the OECD member countries) — it is block — grant
funding and the line — item budget funding. Financial
autonomy is different in both cases.

Financing by block — grant funding is understood as a
method where the funds are allocated according to the
criteria set out in advance and most often according to the
contracts between the ministry and HEI. The funds are
designated for several purposes — for the wages of lecturers,
for the governance expenses, research. The sum received
may be allocated by the university according to their
competence and needs, but sometimes some limitation may
apply.

The line-item financing method means that the HEIs
receive the funds from the state budget that are allocated to
different spending needs in advance and they cannot
reallocate the funds according to the changed needs. The
unused funds must be returned to the state budget at the end
of fiscal year. This system was in place in Lithuania before
the legal reform in 2009, also in Latvia, Cyprus, Turkey,
Serbia, Romania, and Portugal. At the time other
universities could keep the funds that were not used, even
though the procedures are different in different countries.

! The data on Lithuanian War Academy and Lithuanian Health Sciencies University is not provided due to the specifics of the financing

of those institutions.
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In 2009 the line-item financing was in place in Bulgaria,
Cyprus, Greece, Latvia, Serbia, Turkey (Estermann, Nokkala,
2009). In 2016 there were three countries left — Cyprus,
Greece, Turkey (European University Association, 2017).
The universities in other European states receive block-grant
financing. The systems in different countries differ
according to the level of limitations imposed on the
universities regarding the use of funds. The universities of
14 countries may use the funds freely. In 8 countries the
institutions are not allowed to move the funds to a different
category (it is in place in France, Hungary, Iceland, Latvia,
Lithuania, Portugal, Slovakia, Sweden). Even though they
cannot dispose of the funds freely, it is acknowledged that
their financial autonomy is undoubtedly greater than that of
the schools which receive financing according to budget
line-item financing model. The widest autonomy of the
HEIs exists in the states where the state government almost
does not limit the right of the HElIs to distribute the public
funds received, but there are only a few states that have such
system in place — it is Austria, the Flemish part of Belgium,
Estonia, Poland, Switzerland, United Kingdom, Norway,
Slovakia.

The funds for the HEIs in Lithuania until the year 2009
were allocated on the basis of contracts concluded between
a particular higher education school and the Ministry of
Education and Science. The first version of the Law on
higher education (2000), Article 54 listed detailed criteria
for the allocation of funds. This Article and the principle of
the allocation of state funds to the HEIs were being changed
several times. There were rules that came into force in 2005
(The Government of the Republic of Lithuania [LR
Vyriausybe], 2004) on how to calculate the financial needs
of a particular HEI, and there were no rules applicable
before. After this amendment came into force, the provision
of law specifying the fields that were the basis of the
allocation of subsidies by the state was annulled. Therefore
the HEIs became directly dependant from the autonomous
right of the legislative power to allocate certain funds of
state budget. This caused the non-transparent competition
between the HEIs, protectionism and other non-democratic
phenomena. After the introduction of the abovementioned
methodology, confirmed by the government, the funds were
allocated according to the methodology in block-grant sum,
the universities could allocate the funds for their activities
according to the rules of the methodology, where it is stated
that a certain amount of funds should be allocated to finance
the price of the studies, another part — to maintain
infrastructure, to conduct scientific research etc. Therefore
it can be concluded that even though it was stated in the legal
acts that this financing method is block-grant funding, in
reality, it was a mixture of two financing methods (financing
by block-grant funding and budget line-item funding).

From the year 2009, a mixed method of financing was
introduced. The funds were allocated as basic financing
funds (for scientific research, experiential development
(social, cultural) and for the development of artistic activity;
for administration and infrastructure; for other needs). Other
funds were allocated for studies (to cover the price of studies
for the students who are financed by the state; to compensate
the tuition fees for those students who are self-payers and
have reached best study results). Furthermore, the funds
were allocated as purposive financing (to implement study

programs that were chosen by the means of tender, paying
attention to main developmental needs of the state in
economic, social and cultural fields).

From 2016 when the new drafting of the Law on
Science and Studies was promulgated, the structure of the
financing from the budget to the HEIs has changed. The law
does not foresee the funds particularly for the purposive
financing of the studies. The concept of funds for studies,
and in particular the composition of the study price has also
changed, and now it includes the household expenses related
to the studies as wel. This notion should be considered
flawed as it distorts the constitutional principle of equality.
This can be illustrated by an example when the same study
field (for example, law field) students receive the same
student purse funds, even though the institutions carrying
out such studies are in an unequal position to compensate
the costs incurred taking into consideration specific features
of studies. For example, the price for law studies is set the
same in Lithuania, and the students® purses are assigned to
all the higher institutions providing law studies. But the
price of law studies in Vytautas Magnus university and in
the Faculty of Public Security of Mykolas Romeris
university is totally different, as the Faculty of Public
Security, using the same funds, has to cover not only the
wages of the lecturers and other staff employed in the
faculty, the price of services and goods, which are related to
studies, but also to purchase uniforms for students which are
mandatory according to the specifics of studies taught.

The funds for studies are allocated according to the
method of student’s purse, which, according to the
legislator, should encourage competition between the HEIs
and the transparent designation of the state budget
allocations, as the funds are allocated to a particular student,
who chooses a particular HEI and ,,brings* the funds to that
institution. But there are legal gaps in this kind of regulation
(for example, it is not clear how to determine the need for
basic financing), which decrease the effectiveness of the
reform of higher education. On the other hand, it should be
noted that the method of state financing itself is not the sole
and not the most important aspect indicating the limits of the
financial autonomy of the universities. The concern of any
institution with a strong corporate orientation is to meet the
demands of the student (consumer) in the most efficient
(cost-effective) manner. Adoption of business practices by
educational institutions is transforming the educational
landscape. As business practices are accepted in education,
students have been transformed into consumers, and, in
some institutions, programmes are deemed successful only
when they drive revenue production or support the
acquisition of corporate funding (Natale & Doran, 2012).

Another important criterion which indicates the degree
of financial autonomy of the HEIs is the right for the
universities to set the size of the tuition fee themselves. The
existence of this right or the limitations to this right means
likewise the choice of the financing method of higher
education because the HEIs are allowed or forbidden to
attract private funds. There are states where this source of
income comprises the biggest part of institutions’ income
and has a strategic influence on the policy on higher
education. It is important to note that such tuitions for
studies may be named differently and may be set out by
different principles and procedural rules. The administrative
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(or registration) fee is also considered as the payments
mentioned above. It is usually significantly lower than study
tuition.

Data from 2011 shows (Esterman et al., 2011) that in
most European states universities may collect study tuitions
or registration fees from all or from part of the students. In
other countries where higher education is free for the
citizens of the state (for example, the Czech Republic,
Denmark, Finland, Malta), fees are collected only from
international (non-EU) students. Fees are different in
different states. For example, in some states fees are
collected only for the second stage (Master) studies. In other
states fees are collected only for distance / extramural
studies, furthermore, in some states fees are collected from
the students who are not financed by the state. Even though
in the states where education is free there still exists the
possibility to tax some students (for example, in the Czech
Republic a certain fee is paid by students who did not finish
their studies in time). Summarising, it can be noted that in
Europe there are three main models for determining and
collecting students‘ tuition — when the size of the fee is
determined by the university itself, when the fee is set by the
governmental institution centrally, or when it is set by
collegial principle (by the agreement between the HEI and
a particular state institution).

The first study or registration determination model
when the universities may determine the size of their tuition
autonomously, existed in 2011 in four European states
(Estonia, Latvia, Hungary, Luxembourg). At the same time,
the strictest — centralized — method was applied in 6 states —
France, Austria, Netherlands, Spain, Turkey and Cyprus.
The intermediate collegial model was applied in most of
European states but there are some variations of this model.
In some cases, the state sets the maximum size of the study
tuition or registration fee, and the institutions may decide on
the exact size of the fee (Lithuania and five other European
countries), or the state may sanction the size of the fees set
by the university. It can be noted that very often the states
apply a mixed collegial model where, for example, the states
regulate the size of the fees for the students from the state
and other EU countries, but the fee for the third country
citizens may be set by the universities themselves.

Even though the foreign experts noted in their report of
2009 that Lithuania is a state where the autonomy is
conditionally ensured as to the size of the student‘s tuition
(as the institutions may, after negotiations with the state, fix
the size of the tuition), the development of this notion
indicates that Lithuanian universities had limited discretion
for a long time to set the size of the tuitions. For example,
in 2001 Article 59 of the Law on higher education set a fixed
fee for all students who are not financed by the state.

This norm with some non-essential amendments was in
force until 2009. Therefore it can be concluded that such
legal regulation had abolished the financial autonomy of the
HELI. In 2009 after the new Law on Science and Studies was
adopted the procedure of the determination of the size of
study tuition was changed and the full autonomy of the HEIs
was established: ,,The price of studies is determined by the
HEI“ (Law on Science and Studies, the wording of the
version of Law of 30 April 2009, Article 76, part 1). The
criteria for determining the price of studies were set by the
legal rules. If the student gets in the place financed by the

state, the state pays the institution the normative price of
studies for that student. Therefore we can see a certain
indirect influence on the HElIs, but it is evident that such
legal regulation establishing the right for the institution to
set the size of the tuition, increases the general degree of the
financial autonomy. It is worthwhile mentioning, that there
are no variety of possibilities for the business sector to
involve into the financing schemes of higher education in
Lithuania, for example, there are no legal provisions or
benefits to the employer willing to provide financial aid to
the student (comparing with models in other states, such as
USA, where employer provides educational assistance and
requires the student to work during the time they receive
educational assistance; Walker, Florea, 2014).

Another important criterion that indicates the scope of
the financial autonomy of the universities is the right of the
universities to borrow funds and to invest. It can be noted that
the universities have the right to borrow funds in many states
but only in several states they are allowed to carry out
investment activities (for example, invest in shares, issue
bonds etc.). According to the data from the year 2011, in two-
thirds of the European states legal norms determined the right
of the universities to borrow money, but most of the time
those rules indicated also some limitations to such right (for
example, requirement of an advance consent of state
institutions, limitation on the maximum size of the credit,
fixing a list of aims which could be the grounds for borrowing
etc., thisisin place in Latvia, Denmark, for example). In some
states, it is allowed to borrow only from the national bank,
like in Sweden. In one-third of the European states according
to 2009 data (in Greece, Hungary, Portugal, Switzerland,
Turkey, Norway) the HEIs did not have the right to borrow
money, but in some states (Switzerland, Greece) the
universities may establish other legal entities (funds, centres)
which then may borrow from private subjects.

Until 2009 the HEIs could not borrow funds or carry out
any other financial activity in Lithuania. All versions of the
Law on higher education indicated that “the property of the
HEIs includes the buildings owned and other tangibles, non-
budget financial resources, securities, intellectual property (as
far as it does not infringe authors’ rights) and other property
obtained by lawful means” (Article 11 (1)). It could be stated
that according to this wording the universities could have
securities, and that would mean the right to invest in them or
the right to establish other legal entities. But in fact the other
explanation is more plausible — that this notion in the Law
was more related to the right to inherit securities (but the
owner of such securities would be the state, as the legal form
of the HEIs was budgetary institution and all property
obtained by budgetary institution belonged to the owner of
the budgetary institution — that means, to the state), and the
right to establish other legal entities could be attributed only
to private, non-governmental HEIs.

But from the year 2009, after the reform of higher
education, the HEIs obtained autonomy as well in the field
of borrowing and in other fields of financial activity. The
model chosen was more liberal and democratic, it allowed
HEIs to borrow funds, but this ability was limited by certain
notions. The right of the HEIs to establish new legal entities
is likewise limited. It can be noted that the version of 2009
of the Law on Science and Studies also defined a new field
of activity of the universities which was not regulated
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previously and which also comprises some property rights —
it is intellectual activity and the right to intellectual property.
The law sets out clearly the property right to property
authors’ ,nwhich emerge from intellectual activity (science
or artistic production and industrial property objects, other
intellectual property objects), obtained by contracts or as
indicated by law (Law on Science and Studies, Article 82).

One of the most significant factors influencing the
financial autonomy of the HEIls is the extent of the
universities’ right to use their long-term property. The right
of the universities to buy, sell, build, mortgage the buildings
and estates they possess is a very important guarantee of
their financial autonomy. But it is important to note that this
particular field is the field of autonomy most influenced by
traditions, cultural conscience and relativism. It is
particularly evident in European states where the historic
traditions of the higher education are very long and the
universities are located in buildings having historical and
cultural value. There are two main management models of
the immovable property — when the universities manage, use
and dispose of the immovable property fully, and, secondly,
when the state rents or allows to use gratuitously the
property for HEIs retaining the ownership (even though it
is not prohibited for them to obtain or build new immovable
property of their own ownership). There are some states
(Finland, Germany, Sweden, and Austria) where the
property entrusted to universities is owned by specialized
institutions of the state (Financially sustainable universities,
2008). It can also be noted that in the states where the
universities own immovable propertythey are not totally
free to dispose of this property without any limits. Usually,
HEIs have to get the consent of a particular institution (in
Norway), or it is forbidden to sell such property (in Greece).

The right of the HEIs to freely dispose of the
immovable property was the most discussed problem from
1990 in Lithuania. In theWorld Bank report of 2007 it is
noted that in Lithuania the autonomy of the universities is
mostly limited by the limitations to use property, the
determination of study tuitions by state and the prohibition
to borrow funds (Canning, Godfrey, Holzer-Zelazewska,
2007). The rights of state science and study institutions to
manage, use and dispose of their property were regulated
until 2009 by the Law on science and study, Law on higher
education and Law on the Management, use and disposition
of the state and municipal property. The existing regulation
set many limitations on the state science and study
institutions in the field of use of the property and they could
not react more flexibly to the changes in the market when
implementing the aims set for them by the state. On the one
hand, the regulation foresaw the right for the state science
and study institutions to manage, to use and to dispose of the
property that they have earned by the right of ownership, but
on the other hand, the same legal norms foresaw as well big
limitations in passing decisions regarding property
management, usage and disposition.

The origins of the problem lie in the legal status of the
HEIs. From the restoration of independence of Lithuania in
1990 until the year 2009 the HEIs were established as
budgetary institutions. According to the Law on budgetary
institutions of 1995, which was the basis for the activity of
all state higher education institutions, ,a budgetary
institution is the institution of a state or municipality, which

is established according to the law, fully or partially
financed from the budget and so named in the establishment
act or in its statute“(Article 2). The budgetary institutions
are established by state authorities, and it means that their
property is considered as state property. For a long time
there were discussions regarding the change of the status of
the HEIs from budgetary institutions to public institutions,
accordingly the Law on budgetary institutions was also
changed (Article 13: ,Budgetary institution may not be
reorganized into any other legal entity, except for the cases
indicated by law*‘), adding the notion that this norm does not
apply for the state higher education schools until 31
December 2011. The reform was fulfilled when the new
draft of the Law on Science and Studies in 2009 was
adopted, which stated that ,,state higher school is public
legal entity acting as a public institution, having the
autonomy guaranteed by the Constitution of the Republic of
Lithuania, and special status guaranteed by this and other
legal acts. The non-state higher school is a public legal
entity, acting as a public institution, or private legal entity*
(Article 6(4)). The Law on public institutions is applied to
the HEISs so far as it does not contradict the Law on Science
and Studies, therefore it can be stated that the HEIs have a
status of special public institutions.

After the reform of the higher education system in
2009, some changes were implemented as well in the
property management field. Firstly, it can be noted that for
the first time legal acts indicated not only the specific rules
on the management of the property, but also the principles
for the management and disposition of property, such as the
principles of public benefit, effectiveness, rationality,
accountability, autonomy of economic activity (Law on
Science and Studies, Article 79, version of 2009). The law
also establishes full inviolability of the higher schools
regarding their buildings and territories. The change of the
territory of the HEI or the managers of the state buildings
may be affected only by the Government after taking into
account the opinion of the university council. If the council
of the state university does not agree with the change, the
territory limits or the managers of the buildings may be
changed only by Seimas (Law on Science and Studies,
Acrticle 86 (2), resit of 29 June 2016).

There are two legal regimes of the property: 1) assets,
managed in trust; 2) assets, managed by the ownership
State’s higher schools are entrusted in trust rights with the
long-term tangible assets owned by the state. The
conditions of the trust are set out in the Law on the
Management, use and disposition of the state and municipal
property. The assets managed in ownership are the assets
invested by the state; the income from the tuitions, income
from economic activity, scientific activity and the services
provided; funds and other assets which were received as aid
according to the Law on charity and support; other financial
assets, except for the funds from state budget; assets
purchased by using state budget funds, except for the
immovable property purchased by using the European
Union funds; funds from state budget and state foundations;
gifts; inherited property; property rights from intellectual
activity; income, property or other benefits obtained by
managing and using funds or other property, or from the
disposing of them.
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There are more limitations foreseen in the legal acts on
the assets managed by HEIs in trust, than on the assets
managed by ownership. The assets passed on to the higher
school on the basis of trust contract can be rented to third
persons, given to third persons to use on grounds of loan for
use, if it was foreseen in the trust contract and if it is
necessary to ensure the functions of the HEI. The assets
managed by trust may not be an object of exaction for the
obligations of the state higher school, including obligations
arising from the management, use or disposition of this asset
(29 June 2016 version of Law on Science and Studies,
Articles 87(5) and 87(6)). These assets are managed
according to the Law on the Management, use and
disposition of the state and municipal property, which
indicates that the HEIs may not give these assets into the
ownership of other persons, to put mortgage on it or
otherwise restrict it in order to guarantee its own or other
person’s obligations, to rent it, to loan it for the use, or to
give it to other persons to use in any other way.

On the other hand, the assets managed by ownership
may be disposed of more liberally. The HEIs may conclude
such contracts which do not contradict their statutes and
main aims. But even in this case there are limitations on the
right of disposition of the owned assets. The institutions of
higher education have to conform to the methodology
specifying determination of the price of the assets,
furthermore, an advance consent from the Government or
institution that were authorized by Government is
necessary. Quite a few European states allow their HEIs to
dispose of their assets without any additional limitations, for
example, Austria, the Czech Republic, Denmark, Spain,
Netherlands, Slovakia, and Italy (University autonomy in
Europe, 2017).

Therefore it can be concluded that the HEIs in
Lithuania have not acquired full autonomy in the assets
management after the reform of higher education in 2009,
but the present changes ensure a greater autonomy of the
universities. It can also be stressed that there were
discussions in the public space regarding the whole reform
of higher education and regarding the property management
as well. Some authors have expressed their concerns that in
case the HEIs were allowed to dispose of their assets freely,
it could be transferred to the third persons thus infringing
the main principles of higher education. But, as the practice
shows, the state acting as the establisher of HEI and
transferring the assets to the HEI is prone to pass ownership
rights on movable property, whereas the immovable
property is usually transferred on trust rights. Therefore it
can be concluded that the Law on Science and Studies
foresees sufficient safeguards to protect the interests of state
and society.

Conclusions

1. Analysis of the impact of financing method of
higher education institutions chosen by the state on
economic activities of the HEIs and their financial
autonomy showed, that the state can use financing methods

to control HEIs’ activities, as the steted is alleged to be the
main finanace source of HEIs. The research disclosed that
the modern higher education institutions receive almost part
of their income from other sources, and there are no data
evaluating what is the part of funding that comes back to the
state budget by the means of various taxes.

2. A particular model of financing higher education
and state financing method depends on the political interests
and state strategy, the knowledge of economic theories and
influence on public opinion. In any case the chosen
directions of financing have to conform to world tendencies
having influence on the whole system of higher education:
diversification of financial sources, attracting private and
business funds; the creation of the system allowing to use
state appropriations effectively; the increase in the financial
autonomy of higher education. The increase in the
appropriations only from the state budged cannot solve
financing problems of higher education, because the
possibilities of state budget are limited. Therefore it is
important that universities would search for other means of
financing themselves.

3. Higher education is becoming more en masse,
commercialized and industrialized, as the market and
society needs have an increasing influence on the financing
of the studies, to the creation of study programs, to the
control of study quality. This created a paradox situation
when the sate, on one hand, by the means of legal rules,
gives a rather wide institutional autonomy to HEIs, which
enables them to make decisions on the inner management of
the HEI. On the other hand, other state regulation measures
(state financing, accreditations, and other procedures of
evaluation of the results of activity of HEIs) have a direct
impact on the activity of HEIs. The tendency is that other
means of state regulation have the same if not bigger
influence than the legal regulation, and the soundness of the
use of such measures and state control is more difficult as
the choice of such state regulation measures is often made
not according to legal arguments, but according to
economic, political and other indirect arguments.

4. The main aspects that can be highlighted regarding
the relationship between the state regulation and
institutional autonomy of HEIs are the legal status of the
institution of higher education and constitutional protection
level, the independence of the managing and deciding
organs, degree of financial and academic freedom. In
Lithuania the HEIls have the autonomy on the size of
tuitions, assets’ management, borrowing and other financial
fields. However, the possibility to borrow funds is limited
by certain legal regulations compulsory to the HEIs as well,
furthermore, the assets managed by ownership may be
managed by the HEIs only by taking into account the state
position on certain questions, for example, the immovable
property may be transferred to third persons only with
consent of the Government or authorised institution. The
HEIs did not gain full autonomy in the field of assets
management even after the reform of higher education, but
it can be stated that the present changes ensure a greater
autonomy of the universities.
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