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1 Introduction

This paper reports on a cross country study ofaresepolicy linkages within the framework
of Phase 2 of the GDN'’s Bridging Research and PdBRP) programme. In particular it
offers a comparative study of linkages in the thBedtic countries — Estonia, Latvia and
Lithuania. The design and implementation of thggmbhas been informed by the results of
Phase 1 of the GDN BRP programme as well as bynteiteories of research policy
linkages. For example, in her groundbreaking p&ugton (1999) criticised the linear model
of policy formation suggesting instead a chaotiocpss that in many respects departs from
rational decision-making. She argued that the oblepecial interests and other factors dilute
and reduce the influence of research on policyn&tet al. (2001) proposed a more critical
review of the attempts to create bridges from neteto policy and warned against too rigid
an attempt to impose policy certainty in areas #ratinherently normative. De la Porte and
Deacon (2002) have pointed to another danger — Iyaivag local interest groups may seek to
ensure that foreign investigators are hired wholikedy to support their preferred policy
prescriptions. Our investigation of the Baltic statends support in some measure to all of
these theoretical positions.

Here, we offer an analytical account of our crossintry investigations. The paper is

organized as follows: in the next section we déscthe background to the political and

policy context in each of the three countries aoches motivation for choosing them as an

object of investigation; this is followed by a denton research design and methodology;
next is a section that describes the main featoféke ‘actors’ in the three countries — the

researchers and the policy-makers; this is followgda section that summarises our main
results on linkages; and then a separate sectioextarnal research which proved to be a
particularly important part of the story; the pdambte section reports on the policy episode
investigations we undertook — especially the grapiticounts of the successful Estonian and
Latvian campaigns to change the child benefit sysi&e conclude with some conclusions.

2 Motivation and background

The motivation for studying the Baltic States is@sely that their separate development from
a near identical starting point provides leverage dddressing some of the key research
guestions identified for consideration in the setphase of the Bridging Research and Policy
project. In particular, the three Baltic countriglsie to historical circumstances, provide a
unique natural experiment in the development dfitintsons and policies. In the first place,
Estonia, Latvia and Lithuania emerged simultangoasl newly independent states from a
Soviet system in which the results of social andnemic research were not regarded a
serious basis for action. There was very limitedvidedge of modern economics in the Baltic
states at the beginning of the 1990s when reforegaf. Very often reform policies were
created as an opposite of the socialist plannedauy. For example, Estonia’s liberal stance
on foreign trade can be explained as a reactighdaexisting system rather than by a deep
understanding of the benefits of free trade.

Even prior to the Soviet period there was no serioadition of social science research in any
of the Baltic States. This is in contrast to ot@entral and Eastern European countries such
as Hungary, Poland, Czechoslovakia, and even Balgend Romania, all of whom have a
long and sometimes distinguished social scienahtiva (see Kaase and Sparschuh (2002)).
All three states suffered persecution and extertiminaf intellectuals after annexation by the
USSR. Then, as newly created states in 1991, réi¢ tBaltic countries were obliged to create
a policy-making structure from scratch. This wakofeed by a parallel decision to enter the



EU as soon as possible and once accession wastedddys in turn implied the same
fundamental requirement to implement #oguis communautaire.

Nevertheless, there are also significant differenoetween the Baltic States. We can find
many differences between what we now know as Estdmitvia and Lithuania starting from
prehistoric times, and leading to three distinoglaages and cultures. Their medieval history
was largely different. Lithuania was a large kingdand more resistant to invasion than the
Northern Baltics, but eventually became Christia anerged with Poland. The area now
covered by Estonia and Latvia was more susceptibleccupation by Scandinavian forces
and thus succumbed to Protestantism. After 150sy&f@aRussian occupation it was Lithuania
that remained more agricultural during the interwariod while Latvia emerged as a strong
commercial centre.

Since the restitution of independence in 1991 wgfifgrent political cultures have emerged in
the three countries. As a consequence, the palgiaace in many important policy areas has
also appeared to be different. Thus Estonia, righin the beginning of independence,
adopted a stronglhaissez faire economic policy. In practice this meant that iteenal trade
Estonia pursued an almost 100% zero tariff/quantéarestriction policy right from
independence until it was obliged to accept a mestrictive EU trade policy on accession.
Estonia also privatized fast, it has pursued a bemget deficit policy, and from early on
(against IMF advice) adopted a currency board gearent for its currency. Estonian
governments have typically been ‘liberal’ or cenmight, with major politicians being rather
young and without a ‘communist p&st'Moreover, at least at the national level, etlissties
have not appeared as especially controversial etipgé presence of a 30% non-Estonian,
Russian speaking minority.

By contrast, in Latvia, the first trade policy acti after independence was to impose a
complex structure of quantitative trade restricsiomlthough these were rather quickly

dismantled under ‘advice’ from international instibns Latvia retained quite significant

tariffs in many areas until they were graduallyuesl to converge to EU levels. Latvia was
also much slower than Estonia to privatize andgeasistently run a budget deficit.

The general Latvian political landscape is alsoy\different from either of its neighbours.
Governments have all been formed by centre rightitaans that consist of parties that are
also more or less Latvian nationalist. Partiesespnting the Russian speaking ‘minofity’
have been elected to the parliament but have rmmaar in national government although they
have patrticipated in local government. PoliticsLatvia has been marked by considerable
instability of both governments and political pasti The average length of a government in
post independence Latvia has been about 12 montbsira each of the four post-
independence elections the party winning the langesber of seats has been a party newly
created in advance of that election. There is litly standard ideological difference between
the parties. There are Latvian parties that areenooress ‘economically liberal’ — even the
Social Democrats are not very socialist. Then tlae Russian parties who in the Latvian
press are described as leftist, but in reality ihigrgely a consequence of their advocacy of

! A currency board arrangement is an institutioe&its where domestic money is 100% backed by foreig
reserves (at least at the margin). The implicasdhat the government is unable to influence manyet
emissions and hence is regarded as the strongesbfccommitment to ‘sound money’. In Estonia therency
board can only be removed by act of parliament.

2 An exception to this generalisation is the curgmesident of Estonia, Arnold Riiiitel, who is ancexamunist.
% In 2003 Russian speakers represented about 4@% a&tvian population, although only about halfeve
citizens.
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rights for Russian speakers. There is also a witielg belief that many political parties
represent particular business interests.

In Lithuania the political scene would appear asrenfamiliar to Western eyes with a
standard battle between the Labour Party (formenngonist party) and the Conservative
Party. In 1992 Lithuania was the first post-Sowiitte to elect to power a former communist
party — the Labour Party. Moreover, in 1993 thd laader of the Communist Party was
elected as the first Lithuanian president sinceefrethdence. With this background it is
unsurprising that Lithuania was also slow to pizeatand has generally adopted much less
‘liberal’ policies than Estonia. The Labour Pargshin fact settled as a party of big business
interests while the Conservative Party tends toesst the interests of smaller business and
has been opposed to Russian capital. Ethnic isseuesbeen largely absent partly because the
non-Lithuanian minorities make up about 10% of pleulation and partly because everyone
resident in Lithuania at the time of independenes granted citizenship.

At a more micro level we have observed several pimeama in the state policy and research
arenas that appear to point to rather differentictires in each country. For example,
Estonian researchers appear to have been more agivopinion leaders e.g. a letter by 26
Estonian social scientists fostimees coining the phrasg@wo Estonias, pointed to a major
issue of social gaps that is now standard in muclEstonian policy debate. In Latvia,
evidence from the World BanRusiness Environment and Enterprise Performance Survey
(BEEPS) points tostate capture as a potentially important phenomenon thereby
compromising the integrity of possible researchfgollinks. In Lithuania, despite the
dominance of the Labour Party in government thems bBmerged an especially liberal
independent institute, the Lithuanian Free Markstitute, with a reputation as an influential
actor in the Lithuanian policy debate.

If we would point to one major difference it woiddrely be that Estonian research and policy
links have operated in an environment that is nmoagket oriented than the other two Baltic
states, culminating in Estonia being the first doprto be invited to begin EU entry
negotiations. However, subsequent events provedo(asten) that this was only a temporary
advantage and each country’'s system was suffigiedipetitive that all three countries
finally entered the EU concurrently.

In summary, both the political background and chsuvalence point to the possibility that,
despite their common Soviet past, we should exgifeirences in the research/policy nexus
across the three Baltic states. This then was air pelief and maintained hypothesis.

3 Research design/methodology

The project was implemented in two parts: in thstfpart (called Phase 1) the aim was to
interview a broad spectrum of both researchersplidy makers in all three countries in
order to build up a picture of research policy #igks from both sides. The interviews had
both structured and semi-structured elements wtierestructured questions were based on
the thematic areas suggested by the Bridging Resaad Policy guidelines.

One part of the questionnaire consisted of backgtoguestions on each institution (both
research and policy-making) which sought to idgrdiich things as the source of funding for
researchers or the degree of ‘in-house’ researchdicy-makers. The other part consisted of
questions that were rather similar for both groupssearchers and policy makers. Thus, from
both researchers and policy-makers we sought taifglesuch things as: who determines the
research agenda, how much is research used, wkyuged and why it is not used, how
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research is disseminated, and the nature of timeaioand informal links between researchers
and policy makers. These common questions ensudadji@ee of triangulation. Interviewees
were also encouraged to make ‘free comments’.

In practice we were quite successful in identifyiagd interviewing the members of the
research community in all three countries and itvieaand Estonia also policy makers.
However, in Lithuania policy makers were much miectant to participate. A summary of
the results of these surveys is reported in se&ibelow. The picture that emerges from these
surveys points to a more similar situation in dfet countries than our prior beliefs
suggested. Independent research is used in oniyiged way in all three countries with
quality and relevance typically being cited as thest important factors. However, the
informal links between researchers and policy malksem quite extensive with policy
makers using researchers perhaps as ‘counselonsteomediaries between the research and
policy-making arenas.

The second phase of the project involved an intdepamination of selected policy episodes
again with the aim of establishing how researchiimggd on specific policies. This phase
resulted in just one real ‘comparative’ episodeamaly the reform of child/parental benefit
systems in Estonia and Latvia. The investigativetriment here was semi-structured
interviews and triangulation was ensured by intmig researchers, policy-makers and
journalists. Two things stand out from this parttieé project: i) again as in the full survey
there is an unanticipated similarity of experierexed ii) again research as such was not very
influential in shaping policy though researchergipigpated in shaping policy as members of
key working groups. The results of these invesitigetare reported in section 7.

4 The actors

The full list of institutions interviewed can beufod in Annex 1 (researchers) and Annex 2
(policy-makers). The tables in the Annex 1 alsovjate a brief description of each institution

including the policy areas covered and the natfitheinstitution i.e. university based, state
institution, NGO, private for profit etc.

Policy-makers

As might be expected the set of policy makers ry gamilar in all three countries. There are:
the ministries — headed by key ministries such hes Einance Ministry, the Economics
Ministry, and the Foreign Ministry; then there @ine Central Banks; and then agencies such
as the Latvian Investment and Development Agensyh#s already been noted we were able
to interview the full set of policy-making institahs in Latvia, a smaller set in Estonia and a
still smaller set in Lithuania. Nevertheless, sayeaeralisable characteristics emerged. These
included:

» Typically ministries in all three countries have rormal in-house research
capacity,

* In Latvia there is an exception in the form of thevian Statistics Institute which operates urttierauspices

of the Ministry of Economics. However, the Insté@wperates more as a state owned market research
organization rather than an in-house resourcedbcyrmakers.

® In Estonia open-ended responses included thewfoitp “There is an economic analysis division in the
ministry of economic affairs and communication weh&r6 people carry out research” and “In the mipisf
social affairs there are 3 information- analysipatéments that coordinate contract studies and &eetact with
researchers”



* By contrast the central banks have active and ratbepetent teams of in-house
researchers

The consequence of this has been that Ministrie® tmad to rely on outside research to
support their policy-making and this has come ftam sources:

)] Commissioned research from independent local relsees

i) External research from outside agencies undertaieh funded by non-local
researchers. This channel has been so influehaalte devote a special section to
this below.

In Latvia there was for a number of years a celytimiganized research programme which
supported commissioned research by ministries. ri@tbe in Estonia and Lithuania and

today in Latvia the ministries have funds to consios research projects but on a relatively
small scale (for example the average size of pt®jander the Latvian centrally organized
programme was around 11000 euro). In Estonia ev&ldrom experts suggests that that
projects are even smaller at about 6500 euro.

The central banks have their own research teamsiance use very little outside research.
Indeed, the view of the central banks is that thegd their own research teams because of
inadequate capacity and quality among indepenaesatl researchers. In recent years (since
the acceptance of EU accession) the central baake lalso worked closely with the
European Central Bank (ECB) in developing a reseagenda.

Researchers

Our survey of researchers covered the most visddearch institutes engaged in research in
economics and broadly defined social scieficége aimed to generate the widest-possible
coverage of research institutes. In Latvia we sygde27 research institutes through personal
structured interviews, in Estonia it was 11 andithuania 12 research groups were surveyed.

Despite some non-responses we believe our sampéescthe main players in economics and
social sciences research in the three Baltic castr

As compared with policy-makers the structural peohf researchers is less homogeneous
across the three countries. The key characterisibgde:

Type of organization and nature of research

Education

Sources of funding

Motivation of researchers

Types of organization and nature of research

® Institutes engaged in market research were exdladavere research institutes dealing mainly wattural
sciences and engineering including medicine, energgsport and the environment.
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In general in the Baltic countries research of masikinds is undertaken in both universities
and outside institutes. Outside institutes may fafe or state owned and for profit or not-
for-profit.

In Estonia research in economics and social sceeieegerformed both by universities,

university based research institutions and noneamity based institutes. Non-university
institutions, such as independent think tanks, tgpécally non-profit organisations. Policy

analysis is mainly conducted in outside universistitutions. Ad hoc research groups have
been created to solve particular problems: for gianthe screening of Estonian regulations
according to chapters of tlaguis communautaire of the EU and harmonization with the EU

regulatory framework. Among public institutions,lyithe Bank of Estonia has an in-house
research department, which is supported by the geamo Central Bank, the European
Commission, and the Bank of Finland. In both Latuml Lithuania too the central bank has
an independent research capacity supported byGige E

In Latvia the largest number of research orgarosatare located in universities, followed by
non-profit private organisation. There are a smalthber of private firms who provide policy
related research.

In Lithuania the most active research institutessglit more or less evenly between state and
private. The private institutes, in turn, are sgitenly between non-profit and for profit
enterprises, although even in some of the for pffns profits is not the main objective —
they are more akin to worker managed firms.

A particularly interesting feature in Lithuaniatise prevalence of specialized institutes i.e.
institutes whose purpose is to focus on just ordydeld, e.g. health economics, finance,
labour etc. Most of the institutes in Estonia amdvia seem to be general (an exception being
the Latvian Agrarian Economics Institute).

This thematic focus implies that Lithuanian indeéiare engaged almost entirely in what is
called ‘analysis’. This means that they are oftesponsible for producing a particular annual
report, or for producing regular reports on differéopics but these consist largely of data
description and some discussion of issues but ab ggstematic theory-based scientific
research, at least not of a deductive nature. Mangs the research that exists, although
clearly related to important policy issues suchedacation, is more technical than policy
related. It may deal with technical issues suchaxgect balance of physical education in the
curriculum. However, such narrow issues may evdigtimecome part of national policy
making and hence the line between technical andypdlated research is fuzzy.

It is worth remarking that what is understood byearch (especially in economics) is very
different from how it is understood by the mainatreeconomics profession in the West.
Here there is a Soviet legacy that cuts acrosshedle countries. According to Lagerspetz
(2003) the communist party began to take an inténesmpirical research in the mid-1960s
because of a need for the authorities to obtaiorinétion to support social engineering
projects from above. Lagerspetz argues that ihesttbn of research was characterised by “a
rather a-theoretical narrow empiricism called ‘sbmyy™ (ibid. p7). This kind of empiricism

is still regarded as the primary form of ‘researichSocial sciences in the Baltic states.

There are exceptions to this. The research depatsntd the central banks, through their
interaction with the ECB, are quite successfullyegrated into the mainstream of the
economics profession, as is the case with someichdils in the universities.



The prevailing view that social scientists are jlevs of facts rather than analysis influences
the links between researchers and policy maked,tlais has clear implications for social
scientists in their role as policy advisors.

Education

In Lithuania and Estonia most researchers have chodd degree. Economists are well
represented among social scientists in all thremties in the surveyed ranging from 38% in
Latvia to 52% in Estonia. The proportion of econstsiin the surveyed Lithuanian institutes
ranges from 90% at the Lithuanian Banking, Insueased Finance Institute (LBIFI) to zero
at the Education Development Centre, where allarebers are trained in education.

Funding
Table 1 below reports the sources of funding feeaech institutes:

Table 1: Sour ces of funding resear ch institutes (%)

State sector  Business Private Foreign Other
sector funds governments, sources
multilateral
donors
(including EU

funds)
Estonia 49 10 21 18 2
Latvia 34 6 10 34 16
Lithuania 39 21 9 22 10

Source: Researchers surveys

It is clear that financing comes predominantly frgpvernment in all three countries — most
notably in Estonia where the state provides n€asdBp. The state funding figures include not

just core funding but also funds that come fronmestaommissioned projects. In Latvia the

combination of foreign governments and multilatetahors provides as much as the state. In
Lithuania the business sector contributes a mugbedvishare than in the other two countries
while the second biggest funding source for Estenivate funds.

However, the aggregate figures mask some individifedrences. Thus, if we group Latvian

research institutes into two broad groups (a) tleaselucting research in economics and (b)
those conducting research in other social sciewedind that economic research institutes
are substantially more reliant on state funding. them approximately 53% funding comes
from the state, whereas for institutes working wstitiology, law, environment, education

and so on, the share of state funding is only 18%.

In Estonia the two former institutes of the Estonfecademy of Sciences continue to receive
a large share of their budget from Government fogdi

In Lithuania the proportion of national governmémding ranges from 100% for institutes
such as the Education Development Centre whickliaeetly funded in the national budget to
zero for fully independent private institutes swhthe Lithuanian Banking, Insurance and
Finance Institute (LBIFI). Other Lithuanian instiés receive state funding not from a direct
budget line but from project contracts with par@uministries or state institutions such as
hospitals.



Motivation of researchers

Overall there appears to be a moderate to stromiyedéo influence policy. Research
organisations that are more policy oriented geherahked their intentions higher than those
carrying out general research. Despite a rathehn leipluation of policy-relevance as an
institutional goal among surveyed organisationseaechers said the most important criterion
for choosing a research topic was its scientifitu#a Among Latvian and Lithuanian
respondents the second ranked criterion was gemgiatome. Policy relevance was ranked
as the third priority. The average of the responsehe question on the desire to influence
policy is reported Table 2 below.

Table 2: Desire of researchersto influence policy
Estonia Latvia Lithuania

5.2 4.6 4.75

Source: Researchers survey
Note: A response of 1 indicated no desire to imfaeepolicy while a
response of 7 indicated an extremely high desiiefltuence policy

Within Latvian and Lithuanian research organizatidthe management team chooses most
research themes. Estonia was more individualisiib wdividual researchers having the
biggest influence on the selection of researchctgpmost organisations reported that
individual researchers have a dominant (50% or mmanduence on topics selected.
Comparing Latvia with Lithuania, individual Latviaresearchers have a stronger degree of
influence on research topics. The responses toqtlestion on “When preparing your
organisation’s research programme, who selectss8pare reported in Table 3 below.

Table 3: Who selectstopics (%)

Latvia Lithuania Estonia
Individual 20 12 50
researcher
Management 39 52 9
team
External 3 7 4.5
body
Paying client 23 12.5 3
Government 15 17 10
Other 0 24*

*Two respondents indicated that the research prograis set in co-operation between individual
researchers and management team.

Market forces (paying clients) influence the reskathemes of Latvian research institutes
more than for their Lithuanian and Estonian coypdds. Government influence, on the other
hand, has a similar weight in all three countries.

5 Some key results

The surveys of researchers and policy-makers wesekey exercises of Phase 1 of the
project. The characteristics of policy-makers aesearch institutes have been described in
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the previous section. Here we concentrate on theyp@search linkages revealed by the
surveys. The responses may be grouped aroundltbeihg themes:

* Interactions with policy makers
* Why is researched used or not used/what influepoksy
« Evaluation of local research

* Suggested improvements

I nteraction between policymakers and researchers

Both researchers and policy-makers were asked aheutrequency with which they met
during the year and the overall picture that emengas of regular contact between the two
‘sides’. Thus, most Latvian and Lithuanian reseaichtitutes report regular frequént
meetings with policy makers but only five of thet@san institutes indicated that they have
had very frequent contacts i.e. met more than i@est a year. In Latvia 15 (of the 27)
research institutes reported that they met withicgahakers on more than 10 occasions last
year and another 7 reported that they met sevetDtomes per year. Latvian researchers
reported that in the last five years they have begolved in consulting policy-makers in
some way on 1550 occasions, the most active itstlieing the Soros Foundation Latvia
(Providus) with one third of the reported contacts.

In Lithuania most research institutes reported lagmeetings with policy makers. Some
commented that 10 times per month would be more fileir frequency of contact with
officials. Lithuanian institutes have been aske@dwise the government 30 times a year on
average over the last 5 years. Strangely, the bitfyianian institute that reported meeting
government officials less than 10 times per yeas tiee Education Development Centre, a
state policy centre. Meetings with government ddfic take place most often in small
meetings to brief government officials. They oftake place in government offices and at the
request of the government

In general, university-based Estonian organisatibad fewer meetings with government
officials, than non-university based ones. Howewer exception was the Tartu University
Faculty of Economics and Business Administratiorosen staff had very frequent contacts
with government officials during the preceding year

Policy makers were asked the same question anespenses are reported in Table 4 below.
All surveyed Lithuanian ministries reported meetwgh local researchers more than 10
times per year, thereby confirming the evidencéhefresearchers. In fact the true range of
such meetings for senior officials is more likely be at least weekly because of the
involvement by the ministries in commissioned stgdand by the frequency of conferences
and daily briefings where researchers are also rgovent advisers. Thus, meetings with
government officials and researchers take placet méisn in small meetings to brief
government officials. Moreover, the meetings takace at the premises of the ministries
rather than at the research institutes.

" *Frequent’ meetings were defined as between 6lanimes a year, more than 10 times was definédeag frequent, and 3 to 6 times as
‘occasional:
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Table 4: Freguency with which policy-makers meet local researchers

Occasionally (three Frequently (seven Very frequently

to six times per to ten times per (more than ten

year) year) times per year)
Estonia 33 11 56
Latvia 14 50 36
Lithuania 0 0 100

Source: Policy-makers survey

In Latvia only just over a third of policymakerspoeted ‘very frequent’ meetings with
researchers, but 50% reported ‘frequent’ meetifipese meetings most often take place in
large seminars attended by representatives of mess(12 out of 14 ministries chose this
response). Sometimes (6 out of 14 ministries) rekeas are involved in the policy-making
process itself. Small meetings when researchees high-ranking ministry officials were
arranged at 5 ministries (from 14 respondents).

In Estonia meetings with researchers were ‘verydeat’, with more than half of the
ministries meeting with researchers more than d@diin the precious year. Both informal
and formal occasions are equally common occasionséeting with the members of local
research community. The initiators of formal megsiare mostly ministries.

Cross-fertilisation through movement of staff betweaesearch institutes is another potential
interaction that was examined in the surveys. legeexperience is rather different across the
three countries:

* In Latvia over the previous 5 years, a total ofesearchers came to work in the
surveyed ministries, while 22 civil servants joirteé ranks of local researchers. The
Latvian Central Bank is the institution whose enyples left for research institutions
most often (10 cases).

* In Estonia respondents were not able to be prdamisdhere was only one reported
movement from policy-makers (Ministry of Social Afifs) to the ranks of researchers.
The Ministry of Social Affairs also reported red¢mg from researchers (1-2) as did
the Finance Ministry (1-5). The biggest recruitemi the research institutes was the
Bank of Estonia (5).

* None of the surveyed institutes in Lithuania haeeruwited people from senior
government positionsHowever, half of them have seen staff move intoicgen
government positions.

The above results indicate that staff move fromegoment to research in Latvia and
Estonia. In Lithuania researchers move to policking but it is a small sample

Why isresearch used or not used/what influences policy?

The explanations offered on why research was orneasised yielded few surprises. In all

three countries both policy-makers and researdtezssed quality, relevance, timeliness and
effective dissemination of research as positivdofacin the impact of research and the
absence of these characteristics as negative $actor

Researcher views

In Latvia, researchers who claimed to be successfuinfluencing policy, cited good
reputation and contacts of researchers involvetepandence of the institute, as well as good
reputation of the organization itself and a relévasearch agenda as positive factors.
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At the same time, Latvian researchers who admitiatitheir research has not been used by
policy makers despite their interest in genera@ngolicy impact, cited the following as
reasons:

» decision makers lack capacity to evaluate and wtaled research

* sometimes state financing is not sufficient to agid study

* policy-makers are not interested in the researemada

* researchers themselves invest too little effodigseminating their findings

In Lithuania relevance of the topic, the qualitytioéir research, and the quality and interest of
government officials were cited as important fastdrithuanian institutes also reported that
government officials naturally come to rely on thdracause there is often a lack of
alternative expertise in the areas they reseansén vhen they are doing fairly basic analysis
of data Lithuanian institutes are usually the ficstlo so and so their results attract attention.

Lithuanian institutes also cited the reputatiorthe institute and the reputation and contacts
of their senior researchers as key factors.

All of the Estonian institutes who claimed to beiseed with their influence on policy
indicated that their ability to influence policymends on having a reputation for producing
work of high quality. Other reasons given includeglevance of topics; independence; and
effective dissemination.

Seven of the thirteen Estonian research instittgperted that they are dissatisfied with their
ability to influence policy. The most common reaséor lack of satisfaction were:

» research topics are not of interest to policy maker

» lack of effective dissemination

» research takes too long time to complete to beahfesto the government

* researchers are not encouraged to make their veodsaible to government
* government demand for research as a base for pigisign is rather low

Most Lithuanian and Estonian institutes report mgrecess in influencing government policy
when dealing with senior officials. Three of thedfsan institutes stated that they have had
better success when targeting elected officials batthe contrary, four of them indicated

better success when targeting non-elected officials

Ministry views

In Latvia, when asked to evaluate the use of rekeaninistries that have long-term policy

programmes (8 ministries) evaluate the influenceeséarch on policy making at an average
5.3 out of 7, while other ministries have a sigrafitly lower evaluation of the impact of

research only 4.2 out of 7. This suggests a commretietween the existence of long-term
policy priorities and the use of research.

In Lithuania ministries predominantly obtain res#aby hiring independent researchers to
perform a study. This was the only source thamafiistries in our survey reported making

use of. They all ranked their extent of use of aesde when forming policy as 5 or 6 on a 7

point scale. Hence Lithuanian ministries appearcslly to contract independent researchers
to study an issue for them, and then take into @wuicthe results of that study when deciding
on policy options.
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In Estoniamost of the surveyed policymakers claimed that ttheydraw on research results
when formulating policy. On a seven-point scale.erehl indicates “never” drawing on
research results and 7 signifies “always” drawing@search results, the average score was
4.33.

Across the three Baltic states ministries tookvileg that research institutes have less impact
on policy than factors such as the minister's owpegience and EU requirements.

Evaluation of local research
Policy-makers were asked to give an overall evadnadf the quality of local research. The
average responses are reported in Table 5 below.

Table5: Overall value of the local research community

Estonia Latvia Lithuania

5.0 3.6 5.3

Source: Policy-makers survey
Note: Responses on a scale from 1 (very low) teefy(high)

Evidently, Lithuanian and Estonian policy-makerterthe local research community more
highly than is the case in Latvia. For Lithuania #xplanation could lie in the closer contacts
with the research community reported above, pertaps in the fact that the research
institutes tend to be specialized in particulaiqyoareas.

This view is given some support by the result timat.atvia, where we had access to an
internal survey where ministries were asked to dhair evaluation of individual research
projects commissioned by the ministry, the avemgduation was 4.4 on a scale of 1 to 5 (all
research projects commissioned by ministries). Thoisimissioned research, where there is a
closer link between researchers and policy-makemated more highly than the research
community as a whole. A particular problem for ttegvian research community as a whole
was poor dissemination which was rated at 3 (o) oDissemination was also rated worst in
Estonia.

In a ranking of institutes it turned out that irtHuania the highest rated institute for policy

relevance was the Lithuanian Agrarian Economicsitlrie, which is at the same time the

biggest institute, a state institute and a higplgcsalized one. By contrast in Estonia the most
policy relevant institute was the independent askegal centre, Praxis

Suggested improvements

Researchers and policy-makers almost uniformlyeyfer increased funding as necessary to
improve the situation, while policy-makers ider@diimproved quality and policy relevance
as key factors. In both Estonia (especially) antvibapolicy-makers agreed that the main
action they could take themselves to increase tiEypimpact of research would be to
commission it more frequently.

The third party action most supported by policy srakin all three countries was that EU and
foreign donors should finance local independergaesh on policy-relevant topics.

The institutional innovation most supported by liatvpolicy makers was establishment of a
new independent research institute, in Lithuaniavas the creation of an Economic and
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Social Research Council to allocate funding andEgtonia it was to improve the current
ministry commissioning system.

6 The influence of external research

One clear message from the surveys was the pagiadential future role of external research
on policy-making. This prominence justifies a spésection for this topic.

Evidence of external research used for policy making

Examples of external research

The general external interest in research on thécBdas been limited by their small size but
encouraged by their unusual geo-political situation Europe. International agencies
established offices in each country soon afterttgisin of independence and have largely
maintained them. They have been involved in poéidyice to each sovereign government,
further motivating research. In our surveys of gawmeent ministries, the EU and the
international agencies were ranked as among theé imp®rtant sources of information for

policy making

The IMF has published various cross Baltic reviefieconomic policy. Recent examples
include “The Baltics: Competitiveness on the EveEtf Accession” in July 2004, “Capital
Markets and Financial Intermediation in the Baltizs January 2004, and “Reforming Tax
Systems: Experience of the Baltics, Russia, andrd@lountries of the Former Soviet Union”
in September 2003.

The World Bank through its offices in each couritigs focused more on country specific
studies. Recent examples in Lithuania include theedtment Climate Assessment in
December 2004 and the Policy Note on Financing &ilut in June 2004. In Estonia and
Latvia the World Bank has recently used domestgeaechers to write Policy Research
Working Papers, e.g. Mihails Hazans, on “Unemploytmand the earnings structure in
Latvia” in February 2005, and Raul Kiivet and Arin€hal together with Teh-Wei Hu on
“The economics of tobacco in Estonia” in June 2004.atvia some purely external research
has continued, such as the paper by Fofack and &ong‘Dynamics of income inequality
and welfare in Latvia in the late 1990s” in Jun@£20in 2004 the World Bank commissioned
a report from BICEPS on growth accounting in thétiBatates. At the same time the World
Bank has published external research on the Bailticés Transition Newsletter and has
started a new series in 200orld Bank EU-8 Quarterly Report, that gives a quarterly
overview of developments in the eight new EU memlti@merly part of the Soviet block.

The European Commission funds various internatigdicy-relevant research projects and
these started to include the Baltic States in #te 1990s. The Baltic component of the
research would be conducted by domestic researdhgrshe projects were under the
direction of leading social scientists at Westeurdpean universities and included inputs
from researchers in several countries. An examptaetype of research conducted was the
project “Improving Policy Responses and Outcomes Smcio-Economic Challenges:
changing family structures, policy and practicegrtpof the “Targeted Socio-Economic
Research” (TSER) progrdrthat ran from 1994. This particular project raonfr2000 — 2003
and hence was financed by the Fifth Framework amdey action “Improving the Socio-
economic Knowledge Base”. It was coordinated by Hwwopean Research Centre at

8 For more information on TSER see <http://improvag.jrc.it/default/>.
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Loughborough University in the UK and included m®bers from seven other EU member
states and three countries that joined the EU;|&Bsbnia, Hungary and Poland.

Other institutions that conduct external policyexent research on the Baltic states include
the Bank of Finland Institute for Economies in Tgion (BOFIT), for example the
discussion paper by Jones, Kalmi and Mygind (2@08jChoice of ownership structure and
firm performance: Evidence from Estonia”. A moreart example of BOFIT research that is
difficult to classify as domestic or external wase tpaper by Vetlov (2004) on “The
Lithuanian block of the ESCB multi-country modeThis was written while the researcher
was resident at BOFIT, but nevertheless he isfaubitian who was on temporary leave from
his position at the Bank of Lithuania.

Examples of use in policy making

The most prominent example of the impact of exteresearch on Baltic policy making is
surely the radical restructuring of social secupgnsions across the Baltic States. The three-
pillar pension system, that has replaced traditionfiective pooling of financial risk in the
pay-as-you-go system with individual pensions tied the stock market, was heavily
promoted by the World Bank. The World Bank was veugcessful in this, persuading first
the Latvian parliament to follow its recommendasion 1996, then the Estonian in 1998 and
finally even the Lithuanian government agreed toaified version. Other bodies involved
in implementation in Latvia included the Swedistemational Development Agency (SIDA)
and the United Nations Development Program (UNDP).

Reasons for choosing external research

Why have Baltic governments used external policseaech rather than relying on that
available domestically? A cynical response mighttthat the external research was often
available for free. However, price is unlikely te bhe only factor affecting government
demand. Other factors may be grouped as:

e quality,
» costand
» external pressure.

At one extreme is the total lack of any domestgeegch in a particular area. The broader the
area the more of a constraint this presents. Homweseen when there are domestic

researchers working on a particular field, govermimeappear to trust more the work of

economists working for international agencies, whaoe often received their training at the

top universities in the world and are sometimesragrtbe mostly highly respected specialists
in the field.

Lack of local researchers

Given the small size of the Baltic States, perhisnot surprising that we can find areas of
socio-economic policy where no research has beadumbed by domestic social scientists.
Macroeconomics is most developed across the redignfo the interest of the central banks.
Microeconomics has lagged. Perhaps the largestielefly has been labour economics in
Lithuania, all the more surprising since this hasrbthe most developed microeconomic area
in the other two Baltic States. However, acrossBhHgics it is also very difficult to identify
researchers in international trade or financialneooics, two areas that have been central to
Baltic economic development. Another phenomenospisradic interest in research areas.
Local government finance is an example of this.réHeas been domestic policy research in

? Information taken from the World Bank Latvia wetbsiwww.worldbank.org.lv>.
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this area in the 1990s, but by 2004 no ongoing dtimeesearch remained in Lithuania or
Latvia and the main research in Estonia was coeduat Tartu University by non-nationals
on short-term assignment in the country. A furtleature of the Baltic research environment
has been analysis conducted by non-economist(fstien the field of public administration,
sometimes even law) attempting to fill the voidt Ibfy absence of research by domestic
economists. Economists in Latvia and Lithuania hkargely ignored even such a wide-
ranging and important area as taxation.

Quality of local researchers

Evaluation of the quality of research will always $spmewhat subjective, but publications are
universally regarded as an important indicator.e{id@ris clear that no Baltic economist has
published any paper in an economics journal thatl&vbe ranked among the world top 100.
A few have published in other peer-reviewed ecomsnournals, mostly located in Eastern
Europe, and these publications represent perhapscuirent high water mark of Baltic
economic research.

A similar level of expertise is demonstrated bysthdaltic economists that have published
working papers in well-established foreign serigshsas those of BOFIT or the World Bank,
as mentioned previously. Again this is probablynmare than a handful of economists.

For most local researchers publication in Baltioremmic journals, notablaltic Journal of
Economics, Ekonomika, andPinigu Sudijos or as chapters in internationally reputable books
represent the highest level of achievement. Thasgis much larger.

Perhaps the widest circle of published economidyaisais provided by those who have
published books or book chapters in the local laggu A recent example in the field of
taxation is provided by Jarve, Butane and Zirag@42. Across the Baltics there may be
several hundred persons who have done this to date.

Finally there is group of researchers who haveyabtpublished but are actively involved in
conferences, research projects or teaching inyodiated fields.

Cost of local researchers

Salaries remain low in the Baltics and this inckidalaries for qualified experts. However,

there are factors that make the relative cost aiekiic research higher than it might appear.
Firstly, much foreign research from internationglemcies, such as the World Bank, is
available to Baltic governments for free. The sectactor is that local coordination may be

complicated compared to the more efficient systeamailable to outside consultants.

Complicated domestic coordination is likely dudtith logistics and politics.

Logistical problems may arise due to the lack dilability of qualified specialists in certain
areas, making it difficult to assemble domestigrtedor short term projects. They may also
arise due to the lack of high quality support seesifor research. There are likely to be
economies of scale for international teams witheady flow of projects. Political problems
may arise due to the lobbying power of local resteenrs, making it difficult for politicians to
award projects to the most qualified applicantsaVoid expending too much political capital
politicians may find it expedient to award the aijto an outside group, thereby removing
the necessity to pick a winner among domestic caoitope

Palitical pressure from international institutions.
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International institutions like the World Bank arttle IMF are backed by national
governments and hence it is likely that indireglaiinatic pressure may have contributed to
the use of their research by the Baltic governmelmsthe case of the EU the political
pressure was more direct and transparent. There aerescribed series of measures that
were demanded before the countries would be eiddyl EU entry.

Once the Baltic countries were invited to beginesston negotiations, the EU&quis
communautaire came to dominate policy making. Baltic governmemse perhaps foremost
in perceiving the EU entry process as more of apaiition than a negotiation. They simply
had to fulfill theacquis in order to qualify. Since thacquis were so comprehensive most
policy areas were governed by its prescriptiongtifeumore, the rush to implement the
acquis by the end of 2004 often meant that there was s@wal capacity to consider other
policy measures, even in those areas not coverdtdgcquis. Almost the whole apparatus
of government was straining to meet the requiremémt EU entry at the expense of other
issues.

Annual progress evaluations from the EC kept uppttessure on governments. Sometimes
these reports were quite prescriptive. For exantpée 2001 report on Lithuania stated
“adoption of the Code of Criminal Procedure mustspeeded up”. Even by the time of our
survey, in summer 2004 and hence after EU accesalbministries surveyed in Lithuania
reported that policy implementation in their minysivas determined by the needs of EU
accession and that the EC was one of the most tamiagencies of policy evaluation.

In this environment it is remarkable that any otpelicy initiatives were possible and so the
influence of researchers recorded in our survegsldhoe viewed in this light.

Impact of external research on local research

The first impact of participation in external resgamay be to distance local researchers from
policy making. However over time local researchbsund to imitate more successful
competitors from abroad. In particular we may apéte spillovers in methodology to
domestic research. This process may be accelerfatetbrnational research makes use of
domestic researchers in policy projects. At thahipthe line between foreign and domestic
research becomes blurred. This is to some exteradyt happening.

Isolation of local researchers from government

One possible consequence of the availability oéml research may have been to increase
the separation of domestic researchers and poliagers. However, the small size of the
Baltic countries seems to have ensured quite fr#qoentacts between persons active in
policy fields. While some research institutes, heeve did report having difficulty in
influencing policy, none of them identified goveranh reliance on foreign research as a
problem.

Soilloversto local research institutes

The main benefit to the local research communiynfexternal researchers comes when there
are spillovers. Domestic researchers may learn ti@mmethodologies employed by external
researchers. Opportunities for the two groups tetrnrejoint projects can assist this greatly.
Eventually domestic researchers may be invited éocotme consultants or experts in
international projects and this can widen and de¢pe experience of these researchers.

In the Baltics international research projects lavm domestic researchers have existed
throughout the transition period, starting with FldARE ACE programme in the mid-1990s.
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More recently a few Baltic economists in labourremmics in both Latvia and Estonia have
been invited to work more closely with internatibagencies as consultants.

By the time of our 2004 survey of research insgyutmost were still working primarily in
isolation. Less than 10% of institutes reportedkivay with international agencies. However,
over one third of Estonian and Lithuanian respoteleamed international agencies as one of
the primary audiences for their output. Most ingés indicated that international agencies
could do more to promote domestic research by ngakge of it themselves in their policy
discussions with government. The Baltic exampleggest that these two stages of
international cooperation complement each othey well. The early stage has the widest
impact on spreading modern research methodology.tlse latter stage is important for
reinforcing the capacity to research policy issates higher level of analysis.

7 The episode studies

In Phase 2 of the project the aim was to study emendepth selected policy episodes in each
country in order to bring out research policy ligka in the context of a specific policy
episode. For each country two policy episodes waresen and were then investigated with
the aid of a semi-structured set of interviews oliqgy-makers, researchers and journalists
involved in or familiar with the policy episode.

We made considerable efforts to find ‘comparabtdiqy episodes for the three countries, but
the task proved rather difficult. In the end théldwing ‘episodes’ were chosen: i) for all
three countries some aspects of innovation poligyfor Estonia and Latvia the recent
decision in both countries to increase parentaéferand iii) for Lithuania the reform of the
system of school finance. In the event the innavastudies were seriously incomplete for
Latvia and Lithuania so we were left with just doemparative’ episode, namely the parental
benefit reforms in Latvia and Estonia. Innovatiaiqy in Estonia and the Lithuanian school
finance reform therefore remain as stand-aloneodpis (these are reported in Annex 3).

The episode investigations were all ‘backward-lagkiand their aim was not merely to
establish how research had impinged on policy mat & characterize the ‘political context’.
Triangulation was aimed at by interviewing threffedent kinds of actors — policy-makers,
researchers, and journalists. However, not alhnggees were equally willing to respond to
guestions asked and also at most two of each Kiadtor per policy was interviewed. So, the
account of each episode relies in important waythennterpretation of the researcher.

7.1 Parental/childcare benefit reform

Here we report on the policy process that led t@silens in Estonia and Latvia to increase
benefits for parents taking care of recently bomhldecen. An interesting result of our
investigation is that both cases turned out to égative examples of the role of research on
policy-making. In neither country did research hae impact on the choice of which
payment plan to adopt — which was the issue alhélagt of the political battle over the benefit
reform. The two cases are also relatively easyotopare and it is our hope that this will
contribute to a further understanding the condgidhat affect the use of research in
policymaking.

Although policy outcomes and payment schemes andasiin Latvia and Estonia, we use

different vocabulary. We use the terminology acewdo the official translation of the new
payment scheme of each country: child care bemefiatvia and parental benefit in Estonia.
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Narrative description of the policy episodes

Latvia

The policy episode on Latvia began with a declaraton planned activities of the
government led by Mr. Einars Repse (appointed oweNter 7, 2002) that stated the
intention to increase and diversify state suppartchildren and families. Mr. Repse ordered
the Ministry of Welfare together with the secretairof the Minister for Special Tasks in
Children and Family Affairs and the Ministry of Rimce to come up with proposals for
support to families after the birth of a child.

In November 2003 a working group was set up atMirestry of Welfare with to develop a
policy paper that addressed the issue of monthppsu for families with recently born
children. Along with officials, representatives tfde unions, the Latvian Employers'
Confederation, UNDP and the Soros Foundation Lgbasicipated in the working group.
This working group served as a meeting place betwesearchers and policy makers. In
addition, the working group commissioned two reseaeports.

In February 2004, the Ministry of Welfare publisheddraft framework document on
increasing social benefits to families after thehbbf a child to be implemented as of 2005.
The ministry proposed two policy options. One wdkatrate childcare benefit of about 200
euro per month for people with children up to omaryold. The other option proposed a
benefit equal to the person's average wages dthimm@revious 12 months, up to an amount
not exceeding the level of three to five the minimwage®. The Cabinet approved the latter
option on February 17, 2004.

The issue attracted further attention in June, 200&n differences of opinion surfaced
between the then Prime Minister Mr. Indulis Emsipdointed on March 9, 2004) on the one
hand and the Minister of Welfare Ms. Dagnija Keétaand Minister of Family Affairs Mr.
Ainars Bastiks on the other. While the latter tvupsorted benefits differentiated according
to the previous earnings of parents, the new Priieister inclined towards the more
egalitarian solution.

In the summer of 2004 two organized non-governn@rtaups became active in this sphere
— the Initiative Group of Parents (IGP) and theduYomen's Union of Latvia (RWUL). The
IGP supported the differentiated benefit scheme gattlered more than 2000 signatures in
support of this option. The RWUL also inclined todasupporting differentiated benefits.

On July 15, Mr. Emsis and the minister of welfares.MDagnija Stake announced their
agreement that the benefit would range from anvedgnt of 130 to 530 euro depending on
the previous wage. This was a compromise as compaitt an earlier proposal to set the
upper limit at 660 euro. On August 24 the Cabingtp®rted the principle that the so-called
‘mum’s' wage’ would be differentiated and amount7@o of the previous wage with the
upper limit set at the equivalent of 576 euro.

The reformed childcare benefit was finally approwsdthe Saeima as an amendment to the
Law on State Social benefits. The Saeima decisias thhe same as previously approved by
the Cabinet of Ministers, i.e. the range of besefiould be from LVL 56 (82 euro) up to
LVL 392 (560 euro) depending on previous earning$ wVL 50 (nearly 74 euro) set for

1% Minimum monthly wage was LVL 80 in Latvia (or jusader 120 euro) and in Estonia EEK 2 480 (circa 15
euro) in 2004.
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persons who had not worked before the birth otctiiel. The new benefits came into force as
of January 1, 2005.

See figure in Annex 4 for an overview of the timwigevents.

Estonia

The Estonian parental benefit came into force aa garlier than in Latvia. The debate on a
differentiated versus a flat rate benefit emergexing the 2002 December election campaign,
when the liberal Reformierakond party launchedittea of parental benefits compensating
100 percent of wages for one year after childbifthis was taken up by the new party, the
Res Publica party, who used it as a componentesf dampaign. Parties to the left of these
two, proposed a uniform benefit equalling at leagtimum pay, including all women, i.e.
those who had and those who did not have wage iesg@mor to the birth of the child.

After the elections the governing coalition was mag of three partiesReformierakond,
Rahvaliit and the newcomers and a new government leldebyPublica took office on April
10" in 2003. The coalition agreement announced thednttion of differentiated benefits
from January %in 2004.**

A newly established NGO, Eesti Laste Eest (ELE) Pstonian Child, was clearly against
differentiation and in early June had gathered 18i@Batures. On the initiative of ELE, in
October 2003, an influential meeting was held betw&lGOs and the politicians of the
Social Commission of the Estonian Parliament.

In the July draft law, the new government propoagérental benefit in the range 141 — 1215
euro until the child is 11 months old. The draivlevas gender neutral as it stipulated that
both mothers and fathers could be beneficiariesvéder, one major shortcoming was the
superficial regulatory impact analysis. Draft lasgbmitted to the Riigikogu (Parliament)
must include a description of the impacts of thve. laccording to interviewees, the quality of
the regulatory impact analyses is uneven in Estoiifze description of impacts that
accompanied the draft Law on Parental Benefit is sentence and declares that: “Parental
Benefit prevents the sharp fall in family incomeenta child is born.”

When the draft law reached Parliament the deba¢msified. The popular objection towards
differentiating parental benefits according to ey of the parents was that such a policy is
non-egalitarian, arguing that it is unfair that ®oahildren are worth more than other children.
The official argument was that the aim of the ptakbenefit is to compensate for income
foregone and not a measure for alleviating povarhe intense debate included researchers;
politicians, NGOs and ordinary people who wrotécts in newspapers and commented on
newspaper articles on the internet. Most voicesevaggainst the government proposal. An
opinion poll found 67 percent in favour of a unifoparental benefit, 24 percent supported
the government proposal and 9 percent were nédtral.

During the policy making process, changes were niadlee draft law. One was to increase
the period of compensation another was to redueecdiling to 1000 euro per month. Also
the initial gender neutrality was changed so thatrhother is obliged to use at least 6 months
of the parental benefit. The latter change was tueremarks from the Paediatrics’

11 Uhendus Vabariigi Eest — Res Publica, Eesti Reffenakonna ja Eestimaa Rahvaliidu koalitsioonileping
aastateks 2003-2007 [The Union Pro Estonia — thitiomagreement between Res Publica, Reformiemkon
and Rahvaliit 2003—-2007] Tallinn, 2003. The CoatfitAgreement was signed by the three parties orciMar
31st 2003.

12 Airpaev Nov 12th 2003 cites an opinion poll cadriut by EMOR.
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Association to not reduce incentives for breastlifegg The Parental Benefit Act entered into
force on January®lin 2004

To put together a new law in Estonia, it has tospghe Riigikogu (Parliament) first. After that

the President has to approve the law and hasgheto veto the law and send it back to the
Riigikogu. In the case of the law on Parental Birtbe president gave his support. The
decision to sign the consent for the law may haentaffected by two arguments pointed out
in a commentary to the draft la#* 1) its narrow aim: “The purpose of this Act is to
compensate for the loss of income arising from ridieing of a child and to support the

combination of work and family life'® 2) People with high incomes pay more taxes, which

also the principle for paying parental benefits. tha critical question as to whether the
benefit scheme should be egalitarian or should ifferentiated according to opportunity

costs, i.e. whether to take into account the presfie wage level of beneficiaries, the

commentary clearly supported the opportunity cpgr@ach.

Similarities and differences

In both countries there is societal consensus eméed to address the problem of low birth
rates and the difficulties that face families waimall children, but there is less consensus
about how this should be done. The major point aftest in both cases was whether
childcare/parental benefits should be equal oredbfitiated. One argument was that the
government should not increase income differemtiafurther by paying higher benefits to
well-off people. Another point of contest was whatkocial benefits are at all a key solution
to the problems of low birth rates and the probldéha families face. Judging from these
factors the Latvian and Estonian cases are similar.

Also the key groups of stakeholders in this pokpysode are relatively similar in Latvia and
Estonia:

* The political parties that formed the governinglitiam,

* Upper-middle class civil activists (the Initiati@&oup of Parents in Latvia and the young
educated Estonian women, politically active in tddgarties),

e Estonian NGOs,
* Social policy experts, researchers, civil servanis$ ordinary people

The first two groups must be rated as the strosgsre they achieved adoption of their
favoured option. There is one difference betweetvihaand Estonia considering activity of

NGOs. The Latvian Initiative Group of Parents famaalithe adopted option whereas the
Estonian NGOs were against the government propBstdnian interviewees pointed out that
the standpoint of the Government did not changgitie§ierce attack by the public and the

NGOs. Apart from the particularly active groupsrinwas the broad group of young families
that was the key potential beneficiary of the polilm Estonia ordinary people, as well as,
researchers and politicians participated in debaethe internet and newspapers. However,
in Latvia this broad group as a whole did not beeamtive in the policy-making process.

Neither did researchers and experts play an aatiee

13(RT112003, 82, 549)

4 These arguments were included in a commentaryenrin November*7in 2003 by professor Alari Purju,
Tallinn University of Technology.

15 Official translation by Estonian Legal Languagepi/www.legaltext.ee
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Thus although outcomes were similar the procedsrdd between countries. In Latvia the
government appointed a working group and beforeginernment made up its mind the
Ministry proposed two options. In Estonia, two op8 comparable to the Latvian ones were
put forward during the election campaign in 200D20by parties with different ideologies.
Another difference between the countries is thabiiia adopted a new law, whereas Latvia
amended an existing law. This difference probablyréased the activity of the debate in
Estonia, but on the other hand it does not seehave had any real impact on developments.
Although the Estonian and the Latvian NGOs hadedéfit views, their action was based on
opposition against the solution put forward by government and the new Prime Minister
respectively.

Context

The primary background to the policy event was luvth rates. Before independence the
birth rates of the Baltic countries exceeded 2.0dmm per woman, which will sustain
population levels, but birth rates fell rapidly thg transition and in 2000 birth rates had
fallen to 1.17 in Latvia, 1.28 in Estonia and 1.iB8Lithuania. The rapidly deteriorating
demographic situation alarmed policy makers intltee Baltic countries, but changes in
family policy were modest.

When regaining independence, the Baltic countmégrited a similar social support system
from the Soviet Union. (Aidukaite, 2004) The prawsostructure of maternity benefits
amounting to 100 percent of wages for 112 daykestikts in all three Baltic countries— but
the duration of entittement has been extendedtad@e in Annex 5. Other changes include
child allowance payment up to when the child islB5years of age, introduced in the early
years after independence in Latvia and Estoniab®dut the same time, Lithuania introduced
maternity leave based on previous wages until thilel gs one year of age. This change,
however, did not result in similar debates as #terlpolicy events in Latvia and Estonia.

The difficulties of families with small childrensa contributed to the change in policy. In
Estonia, research on the risk of poverty has shitvanthose facing the highest risk of poverty
are families with children. (Estonian Human Devehgmt Report, 2002) Although transfers
help to alleviate poverty the share of Estonianiliemin poverty (after transfers) is higher
than in most western countries. These circumstanagsther with findings that young people
postpone having children because of low incomese lieen important for tying policy to

monetary support.

Relevant research

A number of studies have had implications for tdicy issue. Table in Annex 6 shows the
main pieces of relevant research identified dutimg study. All of this research is fully local
if the name of the lead researcher is taken asctiterion. But, according to interviews,
research had very limited impact on policy desifith the exception of one policy-maker,
the interviewees agreed that the impact of reseancholicy making was rather limited in
Latvia. In Estonia, the interviewees referred évesal groups of influential researchers.
However, at the same time they pointed out thatesearch was carried out to examine the
impact of the choice of the payment option. Estoniaterviewees even claimed that
researchers were excluded from the policy makirggss. One interviewee maintained that
policy in Estonia was based on narrow calculatiowes$,on social research.

Latvia differs from Estonia in the timing of reselar In Latvia three studies were published in
2004 during the policy process: two commissionedhgyworking group at the Ministry of
Welfare. The intention behind the study funded iy $oros Foundation Latvia was to check
the validity of a radical increase in childcare &S as a solution to Latvia's fertility
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problem. This research questioned the focus omglesifiscal instrument rather than on a
package of measures to promote a higher birth hatéstonia only one study was published
during the policy process. This was not commisgioard was too general to address the
needs of the Government at the time.

The studies identified by the Estonian interviewess not analyse different policy

alternatives. Apart from demographic studies, tteniified surveys consist mostly of action
research giving prominence to the point of viewestonian families with children. Several

Estonian interviewees noted that research conetbta identifying problems and priorities.

One interviewee mentioned that research resulted support scheme that improved the
functioning of the labour market.

Latvian interviewees pointed out that research tpagontributed to identification of
problems. Several interviewees mentioned basitsstail data on birth rates as indispensable
in the development of policy in this area. Intewées also mentioned a number of
shortcomings of the available research. One suohtcgiming was the lack of analysis of
data. Research appeared to have been done inyarhasher — it provided basic data with
little explanation of the implications. As one mylimaker put it, research has not been
gualitative as much as it has been quantitativeotider mentioned that most research has
been focused on the problems rather than on thiysssmaf solutions and their costs and
benefits.

Both Estonian and Latvian interviewees have adnhitieat generalising from personal

experience rather than using research is regaglaceoper basis for decisions in this field of
policy making. In Estonia there is evidence sugggsthat politically active young women,

i.e. the winners of the reform, actually formulateé policy by generalising from their own

situation.

7.2 Discussion

The comparison of the policy episodes in Latvia Estbnia shows that policy was affected
by similar developments in both countries. Lowiltbirates and difficulties for families with
small children were the main reasons behind the&yahange. Several research projects
have had implications for these policy events. But,balance, the impact of research has
been rather modest.

Research was too general and therefore inconcliisiveelping to choose between a flat rate

and a differentiated payment scheme. Neither cguntide any ex-ante evaluations of the

consequences of the choices. The only study thatetbed monetary instruments questioned
the focus on a single fiscal instrument. In additithere was no disagreement about whether
or not to support families with recently born cinéd.

The case of Estonia points at another reason wégareh had very little impact. Parental
benefits differentiated according to previous ineomere a promise made in the election
campaign. After winning the election, there wafidiincentive for the winning parties to

seriously compare their proposal with that of tligiponents. Nor did the requirement that all
draft laws be accompanied by a regulatory impaetysis motivate any further analysis of
the topic. Poor practices of submitting regulatonpact analyses for new legislation seem to
be widely accepted among Estonian policy makersreMstringent observance of the

requirements has the potential to improve the lietwveen policy making and research.
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Estonian interviewees pointed out that the govemimeoalition did not adequately
communicate that the goal of the policy was to censate for a loss of income arising from
raising a child. In Latvia the policy goal was twiease birth rates, which is more general as
it can be supported by both payment alternativeghis case the division line is inherently
normative because the options affect socio econgnoaigps differently. Ultimately the choice
concerns how impacts on income distribution areiehl

At the same time it is possible to point at som&essal benefits arising from closer links
between research and policy, also in cases thatirdmerently normative. The Latvian

government appointed a working group that was toeap with policy advice. There were

no similar actions taken by the Estonian Governngeatition. Even though research had no
impact on policy in either country, evaluations wshitiat accountability and transparency in
policy making was rated much higher in Latvia thanEstonia. Considering that trust in

political institutions is at a very low level inglBaltic states, it seems that visible bridging
practices have the potential for improving the gaheerception of policy makers.

Commissioned research is rated as the most impgamachanism for linking research and

policy. The study has also revealed that the dtittowards evidence-based policy is

changing among civil servants. In Latvia, the gracof evidence-based policy is regarded as
acting professionally, while in Estonia primarilyoyng civil servants express a positive

attitude towards using research in policy making.

The quality of communication was low in both coiggr In order to improve communication
practices a message needs to be communicated.igHareimportant gap that needs to be
filled with policy relevant research.

8 Conclusions

This project has been engaged in an empirical tigaggon of the natural experiment in
research-policy linkages represented by the emeegem 1991 of Estonia, Latvia and
Lithuania as independent states. Our approacheténtrestigation has been informed by two
influences. The first is the recent theoreticarhture that rejects the simple linear model of
research policy linkages. The second originateghat we believe is the incorrect perception
of the Baltic states as a single unit. In practigghin each country there is a fierce sense of
difference from the other two. This sense of défere has been manifested in the emergence
of very different political cultures in the thre@untries. The clear differences led us to
propose the hypothesis that research policy linkageght be different in the three countries
and could perhaps be traced to differences inigaliculture.

Our investigation suggests that indeed the simpkat model does not work in the Baltic
states. This is amply demonstrated in the studyhef ‘child-benefit reform episodes’ in
Latvia and Estonia. The importance of working gmupomposed of researchers and other
non-decision making agents, that act as bridgiteymmediaries also points to a more complex
link between research and policy.

However, with respect to our main hypothesis we fiegative results. Thus, although there a
minor differences, such as the importance of sfizetinstitutes in Lithuania, it appears that

the role of research in the policy making procesgears to be rather similar in the three

countries. We see this as the result of at leasetlominant common factors:

* The common Soviet legacy
» The availability of external research
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* The common drive to join the European Union

The common Soviet legacy has had a stronger dfiactwe believea priori. It has worked

in several connected ways. Firstly, in economicgarticular, there has been and still is an
inadequate capacity for producing high quality pgloriented research in a market economy
context. The quality issue was much mentioned dactor in our interviews. Secondly,
research continues to be regarded as predominamipyrical and in many cases not theory
based. Thus social scientists are seen as prowfié&sts rather than analysis. Moreover, it is
also often the view that analysis does not regemidence. Thirdly, there is a suspicion, and
this came out in the child-benefit episode studhat tpoliticians continue to believe that
policy-making in the end does not need evidencepedally when the policy in question is
purely domestic and does not need to be justifiqohttners (e.g. the EU).

In all three countries external research has beielelyv available right from the start of

transition and mainly it offered the same messagalli three countries. In fact, all three
countries sometimes resisted the advice of intemmailt organizations e.g. on currency reform
where the IMF urged more caution than actually #&lbpor they went in very divergent ways
e.g. in the style and pace of privatization. Howethese policy choices were based on
political preferences (sound money) or politicahstaints (privatization) rather than on
evidence. In the early years the availability oteemal research may have inhibited the
development of local research capacity, but macentty the international organizations have
made increased use of local researchers workiegliaboration with the professionals of the
organization.

Finally, the EU accession process has been talaltysive in policy development in all three
countries. Essentially, the requirements of EU ssiom have meant that in many areas there
has no policy debate and no need for local resedam financial regulation, to external
trade, to competition policy, to the Common Agrtauhl Policy etc, the Baltic states (and all
new member states) have been obliged to accepElthéstitutional and policy template.
Now, as EU members, there is likely to be more reetbcal research capacity in order to be
able to take an informed position in EU policy-nmakiand to implement common EU
policies.

While the project has not delivered ‘big answerg' believe it offers a hitherto unavailable
picture of they way in which policy-making has ugednot used) research and researchers in
three post-Soviet countries. Some interesting com(ae opposed to different) features have
emerged.

One common feature seems to be the importancenoimcssioned research — we found that
commissioned research was more highly regardedadtijicians than research in general.
Also close contacts between ministries and thearesecommunity increased the rating of
research as did the presence of long-term progranwit@in ministries. This suggests that
more resources should be devoted to such research.

Another feature of our results is the observatioat the specialized institutes in Lithuania
seem to have more ‘success’ in reaching policynsait@an the generalist institutes in Latvia
and Estonia. An exception to this appears to bgi®na Estonia. Apart from the quality of its
research, we believe that its strategy of conceéng@n a limited number of ‘programmes’ —
innovation, health, education, and labour and $qotdicy — makes Praxis more a like
specialized institute than the typical generatistitute in Latvia or Estonia. We believe there
is an important lesson here: research institutes Work on the basis of well defined
programmes of research offer policy-makers contisuaccess to the latest research in a
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given area, say, health economics or labour markeish focused progammes of research are
a common feature of successful research instiintéise West. They represent an important
resource for policy-makers and as a consequenea ofceive core public funding for such
programmes. A notable example of an institute dpegan this way is the Economic and
Social Research Institute in Ireland, which recgigbout 25% of its funding as a grant from
the government. Why are there few programmes @ared in most Baltic research centres?
The answer is surely lack of core funding for sgebgrammes. Our survey showed the
prevalence of institutes that rely on (small) pebjeased funding.

Lastly, a clear feature of all three countrieshie frequency of contact between researchers
and policy-makers. Contacts are both formal andrimél. In a number of cases the study
revealed the importance of working groups or expeuncils. Thus researchers often appear
to act as intermediaries between research andaliey pnakers i.e. the chain linking research
and policy is longer rather than shorter and peliakers need ‘interpreters’ of research. This
suggests that the BRP could give this intermedraeipretative role of researchers a more
prominent position in its agenda.
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Annex 1: List of interviewed researchers with main policy areas

Latvia

Name of institution

Name of ingtitution in Latvian

Resear ch areas

Type of
or ganization

Institute of Economics,
Latvia Academy of
Sciences

Latvijas Ziratnu aka@mijas
Ekonomikas instiits

Economics

Non-governmental,
non-profit research
institute

Latvia Agrarian LV Agraras Ekonomikas Instits [Agriculture, regional Government
Economics Institute development policy research institute
Higher Education IAugstkas izglittbas padome Higher education policy Council, withrido

Council members approved
by parliament
Konsorts SIA "Konsorts” Industrial, energy, Private research and

transport, trade and
regional policy

consulting company

Latvia Statistics Institute

Latvijas Statistikastittits

Statistics, regional
policy, market research

Government
research institute

University of Latvia
Economics Institute

LU Tautsaimnietbas instiiits

Economics

University department

Stockholm School of

Rigas Ekonomikas augstskola

Economics and business

University with

Economics in Riga administration some state
financing
Latvian Centre for SIA "Latvijas ekonomisks Economic sectors Consultant
Economic Analysis anaizes centrs"” development, structural
policy

RTU Riga Business RTU Rigas Biznesa instits Management and University
School business department
University of Latvia LU Ekonomikas un vathas Economics and business  [University
Faculty of Economics fakultate administration department

and Business
Management

Baltic International
Centre for Economic
Policy Studies

Baltijas Starptautiskais
Ekonomisko Rtijjumu Centrs

Economics

Non-governmental,
non-profit research
institute

Riga Technical
University

Faculty of Engineering
Economics

RTU Inzenierekonomikas fakate

Economics and business
administration

University
department

Latvian Council of
Science, Economics and
Law department

Latvijas Ziratnes padome

Economics and law

State-funded
research
programme

Latvian Institute of
International Affairs

Latvijas Arpolitikas instifits

Policy process,
integration of society,
anti-corruption policies,
foreign affairs

Norn-governmental,
non-profit research
institute

The Soros Foundation
Latvia

Sorosa fonds - Latvija

Legal framework, social
integration, education,
art and culture

Norn-governmental,
private fund

Baltic Institute of Social
Sciences

Baltijas Socilo Zinatpu instifits

Statistics and social
sciences and market
research

Norn-governmental,
non-profit research
institute

Baltic Studies Centre,

LZA Baltijas studiju centrs

Policy process,
integration and health of

Private research/
consulting company
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Latvia Academy of
Science

society, education and
employment, culture,
national society

'World Wildlife Fund

Pasaules Dabas fonds

Environtpeotection

Norn-governmental
organization

Latvian Nature Fund

Latvijas Dabas fonds

Environnpeatection

Non-governmental
organization

University of Latvia
Gender Studies Centre

LU Dzimtes studiju centrs

Gender equality,
women's rights

University-based
research institute

University of Latvia
Faculty of Education and
Psychology, Department
of Education

LU Pedaggijas un psiholgijas
fakultate, pedaggijas nodda

Education and
psychology

University
department

\Vidzeme University
College
Consultation Centre

\Vidzemes Augstskolas
Konsul&ciju centrs

Regional development

University-based
research institute

University of Latvia
Faculty of Geography
and Earth Sciences

LU Geoggfijas un Zemes ziitpu
fakultate

Environmental policy,
regional development

University
department

University of Latvia
Faculty of Law
Institute of Human
Rights

LU Juridiskas fakulates
Cilvektiegbu instifits

Human rights

University-based
research institute

University of Latvia
Faculty of Education and
Psychology, Institute of
Educational Research

LU Pedaggijas un Psiholgijas
fak. 1zgltibas gtnieabas instiiits

Education

University-based
research institute

Public Policy Centre
PROVIDUS

Sabiedrisks politikas centrs
PROVIDUS

Education policy,
criminal law, legal
framework, anti-
corruption policy

Non-governmental,
non-profit research
institute

Latvian Centre for
Human Rights and
Ethnic Studies

Latvijas cilvektiesbu un etnisko
studiju centrs

Human rights,
integration of society

Non-governmental,
non-profit research
institute

Public Policy Institute

Sabiedria& politikas instiiits

Politics

Norn-governmental,
non-profit research

institute

Estonia

University based research organisations

Organisation

Main research/policy area of
or ganisation

Founded in

Faculty of Economics and
Business Administration at
the University of Tartu

Labour market, Structural
change (Transition/EU-

Accession), Economic growth

and Capital creation

Faculty at the University of
Tartu. A separate
department of Economics
was established in 1938

Tallinn University of
Technology Faculty of
Economics and Business
Administration

Transition/Convergence of the

Estonian Economy, FDI and
Foreign Trade, Banking

2 Faculty at Tallinn

University of Technology.
The department (faculty?)
of economics was founded
in 1940

Estonian Institute of
Economics at Tallinn
University of Technology

Welfare, Labour Market,
Energy and Environmental
Economics

Established in 1947 as an
institute of the Estonian
Academy of Sciences.
Since 1997 an independent
research institute of Tallinm
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University of Technology

Department of Sociology at
the Estonian Institute of
Humanities

Social problems, Cultural
Policy

Established in 1988 as an
independent private
university

RASI - Institute of
International and Social
Studies at TPU

Re-Stratification Processes in
Post Socialist Society, Family
Sociology, Estonia as a
Democratic Society

& research centre at the
Tallinn Pedagogical
University. Formerly an
institute of the Estonian
Academy of Sciences.

Faculty of Social Sciences
Tallinn Pedagogical
University

Studies of culture;
demography; national
relations; and tourism and
environment

State University
Department. The faculty
was established in 1993,
two years after the former
teacher training institute
had been given university
status.

Department of Sociology an
Social Policy at the
University of Tartu

1 Quantitative studies in

Sociology both fundamental
and applied research

The Faculty of Social
Sciences, founded in 1992.

Non-university based research organisations

Organisation

Main resear ch/policy area of
organisation

Founded in

Centre for Strategic Initiative
(CSI) - a Think and Do Tank

sStrategic issues determining
the long-term development of organization, founded in

Estonia.

Independent non-profit

2001 by the Bank of Eston
, Estonian Chamber of
Commerce and Industry,
The University of Tartu and
Tallinn University of
Technology

PRAXIS - Center for Policy
Studies: an independent not;
for-profit think tank

Innovation, Labour, Educationindependent not-for-profit

Policies

think tank Founded in 2000

The Estonian Institute for
Futures Studies

EU accession, Foreign Policy
towards Russia, Innovation

policy

Established in 1992 as a
non-profit organisation.

Estonian Institute of
Economic Research (EKI)

Analysis and assessment of
Estonia's economic situation
price surveys and forecasts

Privatised in 1997, formerly
a government institute,
founded in 1934

Lithuania
Name of Per son Name of Resear ch areas Type of
institution Interviewed |institution in or ganization
Lithuanian
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Lithuanian Eugenija Lietuvos Business finance Private non-

Banking, Martinaityte |bankininkystes profit firm

Insurance and draudimo ir

Finance Finansu

Institute institutes

Health Liubove Sveikatos Economics of Private firm

Economics Murauskiene Ekonomikos |health system

Centre centras

Lithuanian Rolandas Lietuvos National energ State institute

Energy Urbonas energetikos  |plan

Institute institutes

Education Pranas Svietimo Education policy State institute

Development Gudynas pletotes centras

Centre

Lithuanian G. Lietuvos Agricultural State institute

Institute of Radzevicius |agrarines policy

Agrarian ekonomikos

Economics institutas

Institute of Daiva Darbo ir Labour and social  |Quasi public

Labour and Andriusaitienesocialinu tyrimusecurity policy institute

Social institutes

Research

Lithuanian Egle Lietuvos Regional policy Private non-

Regional Baroniunaite regioninu tyrimi profit

Research institutes

Institute

Vilnius Bank Alge Budryte | Vilniaus bankgMarket research, Division of

Analytical analizes grupe taxation private for

Group profit
company

Institute of Dziugas Socialine Social policy Private non-

Social Dvarionas lekonomikos profit

Economy institutas

Bank of Igor Vetlov |Lietuvos bankaklacroeconomics State

Lithuania institution

Research

Division

Nord/LB Jekaterina  Nord/LB Market research Division of

Research Rojaka private for-

Group profit
company

Lithuanian Remigijus  [Lietuvos Taxation, Private non-

Free Market Simasius laisvosios rinkoeducation policy, profit

Institute institutes shadow economy |company
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Annex 2: List of Interviewed Ministries

LATVIA

State Chancellery

Latvian Central Bank

Ministry for Special Assignments for Family and @hén's Affairs

Education and Science Ministry

Transport Ministry

Latvian Investment and Development Agency

Welfare Ministry

Justice Ministry

Defense Ministry

Environment Ministry

Culture Ministry

Economics Ministry

Regional Development and Local Government Ministry

Finance Ministry

LITHUANIA

Economy Ministry

Ministry of Foreign Affairs

Agriculture Ministry

Social Security Ministry

ESTONIA
Position Ministry/Gover nmental institution
Minister Ministry of Economic Affairs and

Communication

Deputy Secretary General of Economic
Development

Ministry of Economic Affairs and
Communication

Head of Economic Analyses Division

Ministry of Econic Affairs and
Communication

Analyst of Labour Information and
Analysis Department

Ministry of Social Affairs

Head of Social Security Department

Ministry of Sb@ffairs

Deputy Secretary General for Education
and Research

Ministry of Education and Research

Head of Financial Policy Department

Ministry of &irce

Head of Foreign Economic Policy
Department

Ministry of Foreign Affairs

Economic Research Department

Bank of Estonia
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Annex 3: Innovation and education finance episode studies

Innovation policy in Estonia

In Estonia innovation has been considered as the toal for achieving higher productivity,
structural change toward R&D intensive production digher living standards. The initial
understanding was that the target for innovatiolicpavould be to support spill-over from
applied research to product development. The Inimv&oundation was established in 1991
with the aim to finance R&D projects This foundation was the first of its kind in tBentral
and Eastern European countries. The understandingnovation policy has widened in
Estonia during 1990s from project-based activityrtore a more systemic understanding of
innovation. A special reform which, started in taed of 1990s, targeted the innovation
system as a whole. In the current study we conatném the changes that took place in 1999-
2000.

Description of the policy

The policy episode is the reorganisation of innmatfunding policy. The Innovation
Foundation was a private body and was responsiiilethe end of 2000 for delivering R&D
financing on a project basis to firms, researchituites and research units in universities.
Allocation of money was done by the board of thenfiation on a project basis, but without
having any clear priorities. The Innovation Foumatatvas reorganised into the Technology
Agency (ESTAG), which became operational from 2000e purpose of ESTAG was to
guarantee that clear rules were in place for fulutation. The ESTAG had a comprehensive
strategy from the beginning with the Finish Natiofiechnology Agency (TEKES$) taken as

a model.

In order to create an internal synergy and to lentlifriendly, further reorganisation was
carried out. A merged institution, Enterprise E&O{EAS), was set up only one year after
ESTAG had been established, with seven differegdmisations were merged into one.

How to establish an Estonian Venture Capital Fentthé issue currently under debate. There
are two competing ideas, one put forward by the idthim of Economic Affairs and
Communications and another developed by SAK (Sigiliste Algatuste Keskus — Centre
for Strategic Initiatives) and supported by theliBarent.

Factorsthat contributed to the change

There seems to have been several causes contghiatithe reorganisation of innovation
financing. Firstly the Innovation Foundation didtneork properly. The management was
weak and the administrative costs too high. Anahdpai private foundation contributed to low
transparency.

16 |n 1997 Kittner from Tallinn University of Techmgly carried out a study for the Ministry of Economiffairs and Communications. On
the basis of Kuttner's analysis, the Governmentgt an innovation policy in 1998. However, one peobwith this document is that there
were no resources for backing it. In addition, ghierities were also very general.

" Tekes is the main public funding organisation for reskaand development in Finland. Tekes funds indusgirigiects as well as projects
in research institutes, and especially promotesviative, risk-intensive projects. Source: www.tekes

18Quite important in formulation of critical argumsragainst existing system was a study commissibpéhde Ministry of Economic
Affairs and performed by a working group under Hamhternesniemi from Finnish Institute of EconomicsBarch (ETLA), see
Hernesniemi, Hannu (2000) Evaluation of Estoniarolration System. ETLA, the Research Institute effmnish Economy.
Elinkeinoelaman Tutkimuslaitos, Helsinki 2000, 6@pscussion paper, Keskusteluaiheita, ISSN 078176Blo. 722. The study found that
in many cases the Foundation systematically cudifighin order to increase the number of projectsciviowered the expectations of the
applicants and reduced also the possibilitiesrgetannovative projects. He pointed out that tusld lead to the paradox that: “The public
promise to fund technology development harms avsidown the technology development” (Ibid p 27).
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A second factor was that policy perception of immitan policy changed among policy
makers, from viewing innovation policy as a toal fmancing R&D projects to including all
parts of the innovation system. A third, more gah&ctor, has been the need to improve the
competitiveness of Estonia’s economy and to in@eesports. The long run goal of
remaining competitive even after Estonia losedois cost advantage is somewhat abstract.
Instead the persistent imbalance of Estonia’s patdrade seems to be more important for
triggering policy makers to try even harder to fimelv possibilities in an environment where
there is political consensus about maintainingrabrade policies.

Impact of research

Interviewees have pointed out that the need toresearch has increased over time. One
description of this ever-increasing need is thablia needs more fine-tuning of policy than
before. In economic policy making the need for fineing was not acute during transition
because then the economic policy decisions involaege changes. Generally, studies are
commissioned in order to get an overview of theaarBhe main impact of research is
perceived as helping to identify strategies andtsmis.

In 1999 the Ministry of Economic Affairs commissaxh a study, which was carried out
September 1999 — March 2000 by Hannu Hernesniemi finnish ETLA and with financial
support from Phare. The research of Hernesniemineas for Estonia and his results were
provocative. Hernesniemi pointed out three principeoblems for Estonian innovation
policy: the low level of financial support for Reseh and Technology Development (RTD),
poor policy preparation and poor functioning of tbentral organisations of the national
innovation system. His recommendations includecetitablishment of a Technology Agency
and reorganisation of the Research and Develop@emcil.

An earlier study, commissioned by the European Cwmsion in 1997 and carried out by
Price Waterhouse in the Netherlands (Simon Smiith)ndt get much attention in Estonia,
although it pointed out similar issues. One reafnits low impact was that it was not
commissioned by the Ministry and therefore Estommahcy makers did not take very much
notice of it. In addition, the interviews have mened that people were then not yet ready to
consider the criticism and take corresponding actio

Several interviewees said they had insufficienbiinfation to rank the impact of research on
this policy event. In addition, the responses ajsth who ranked the impact were very
different. However, the overall judgment is thae flesearch of Hernesniemi has had a large
impact on the policy episode. His recommendationsstablish a Technology Agency and to
reorganise the work of the Research and Developrmoennhcil have been followed in
subsequent policy making.

Hernesniemi suggested that the Research and Dewetdpcouncil, which is an advisory
body for the government headed by the Prime Ministeould work in two chambers: one
chamber dedicated to science and headed by thestelirof Education and Research and the
second chamber dedicated to technology developragdt headed by the Minister of
Economy and Communicatiofis The restructuring of consultative bodies suppgrtthe
government on innovation policy took place durif§@.

The Innovation Policy Council gives advice to thanigtry of Economic Affairs and
Communications. More than half of the members ef@ouncil are from the business sector.
(There are about 15 members). According to a rdpart the EU Commission the number of

19 See the structure in Appendix to this section.
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business representatives of the 23 members irotheef R&D Council was twé’ The study
of the European council was published about one giter Hernesniemi’s report.

The impact of research is obvious also on the otlgelebated issue on how to establish an
Estonian Venture Capital Fund. In 2003 the Ministof Economic Affairs and
Communications commissioned a background study taboualternative models for an
Estonian Venture Capital Fund. There was a pubt@cyrement process and the Dutch
Zernike Group was chosen to carry out the sfddjhe different options presented in the
study have been discussed in the Technology amavéttion Commission and in the R&D
Council. A decision by the government was takeprinciple to establish a Venture Capital
Fund where the government in co-operation withptineate sector would provide funding for
innovative enterprises. The support scheme willdlvected to finance enterprises in their
start-up phase by providing seed capital. The hepleat the Fund will finance about 50 new
innovative enterprises over a period of five years.

Another model for the Venture Capital Fund has bmenforward by Parliament. Their idea
takes the Finnish SITRA as its starting point. The research has been taider by a local
research team at SAK (Strateegliste Algatuste KeskGentre for Strategic Initiatives), with
support from Finnish researchers. The Estonian Dpugent Fund, Smart Money, is would
invest in 3-5 projects each year in existing firtossupport the expansion phase of these
enterprise$?

Stakeholders and the relationship between them

The theme of innovation policy is not part of pautliscourse. However, there are strong
linkages between national identity and innovativecgss stories. Low public awareness of
innovation policy has been mirrored by low mediteiast. Other stakeholders, including
academic researchers, businesses, science park®t@mtiial investors are generally included
in the policy process of innovation policy. The gavment recognises the importance of
listening to stakeholders in order to define proideand to receive feedback. There are
different channels for communication. Besides, limovation Policy Council hearings are

carried out in meetings with stakeholders.

All political parties are in favour of innovatiorolicy, and all recent governing coalitions
have included innovation policy into their coalitiagreements but generally policy makers
have little experience with businesses and laclear wision within this field. However, the
view about how to implement policy is less cleaheile are indications of competition
between different ministries. Within the governm#r Ministries of Economic Affairs and
Communications, Education and Science as well asMimistry of Finance deal with
innovation policy.

%P 102. Innovation Policy Issues in Six Candidadenries: The Challenges. Innovation papers No 16.
European Commission Directorate-General for EnisepEuropean Communities 2001. ISBN 92-894-1753-6
L “Research on Feasibility and Design of a GoverrtrSepport Scheme to Improve the Access of Entergris
to Venture Financing in Estonia”, Final report, pbd, January 2004, www.mkm.ee

22 www.mkm.eeRiiklik riskikapitali programm.

% The Finnish National Fund for Research and Devatagt (SITRA) is an independent public foundatiodem
the supervision of the Finnish Parliament. Thevitags of SITRA include:

. research and training
. innovation and business development
. venture capital.

24 Sourcesvww.sak.eeand www.mkm.ee
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From the viewpoint of the government, innovatiomsn@rily concern innovative activities
that are carried out within companies. Howeveril mow the most influential stakeholders in
this field have been academic institutions. Acaaerasearchers form a strong lobby group.
They perceive innovation funding as funding for deraic research. There are bridging
organisations at the University of Tartu and atlifial University of Technology. In
discussion of the new strategy for Innovation BoMlgthin the R&D Council, academic
representatives claimed that innovation could daydone in universities.

The general interest of companies is very low,dratving. Only a small number of firms are
active. Foreign investors generally have more @rite than local industrialists on the
economic policy process, but foreign capital is oohsidered a stakeholder in innovation
policy. The role of foreign capital is recogniseslheving brought organisational innovations
to Estonia, which has made Estonian firms competitout they are not active in the field of
technolg)sgical innovation. Venture capitalists am@rrently emerging and developing in
Estonia’

Science Parks have been a policy measure ratheattbby group. They are usually invited
to hearings but they are not rated important whearoines to influencing policy. A special
interest organisationThe Union of Estonian Inventors, has had little on innovation policy
according to interviewees. The media does not writeeh about innovation policy, which
may be explained by the fact that the field istre¢dy complex. In addition, there have not
been many conflicts or areas where different viemgscare contested.

Political context

The accountability of the policy making processhis field is perceived as somewhat lower
than average. The reason is that sanctions foghegligent or incompetent are relatively
rare. Innovation policy is carried out in relatiyetlosed circles. Among the stakeholders
policy is contested. However, within the field ohovation it is possible to detect different
degrees of contestation depending on the policytev@urrently the issue of the Venture
Capital Fund is contested; this is in contrast with case of ESTAG. When ESTAG was
founded there was consensus among the stakeholders.

Policy implementation and practice

When discussing the incentives of civil serviceitmlement evidence-based policy within

this area, the opinions differed to a great degféere were interviewees, both from inside
and outside the ministries who claimed that evidenased policy is needed to compete for
budget money between ministries. On the other hatiggr interviewees claimed that there
are no incentives, the civil servants do what theister or chancellor says. One reason for
different viewpoints could be that the incentives mainly internal, which points at the fact

that the main incentive is personal mission.

Generally the procedures of ESTAG and later EASragarded as transparent. However,
there have been complaints about the feed bacleguoes of ESTAG/EAS. In addition, a

% |n September 2004 the first Estonian Venture ehfifim was registered “Martinson Trigon Venture
Partners”. The partners are Trigon Capital andrAN&rtinson, the latter was a member of the Badittie
Estonian Computer producer Microlink. The new \{eatcapitalists will concentrate on technology, rmexhd
communication sector investments in the Baltic @oes in the rest of the Central and Eastern Eufdpesti
Paevaleht September 7th 2004).
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recent report from the State Audit Office critidsthe EAS for slow procedures and for not
commenting funding decisioris.

Policy implementation has been considered as velgtinclusive within innovation policy.
However, the ranking of this by researchers is sama¢ lower than that of other groups,
which may be the effect of ambivalent advice.

Proactive thinking was ranked higher than ratiotihking. Rationality was defined as
awareness of the current situation. Non-policy makelue the rationality of policy makers
lower, as compared with the rankings that policykena made about themselves. One
comment points out that the low ranking was becaluseolicy changes have not improved
the incentives for entrepreneurship.

Innovation policy in Estonia is based on broad eatihan on narrow interests. Interviewees
claimed that the interest of Estonia is the stgripmint and there are hardly any personal
interests. However, there were responses thatiqonedtthe broad interest of policy makers.

Communication

Although communication is perceived important, veitye promotion has been carried out.
One reason was claimed to be the shortage of re=®@nd the shortage of competence in
PR. Another reason mentioned was that there waseogns about policy when ESTAG was
created. However, the current discussion on thedwopeting models of a Venture Capital
Fund differs in that respect from the earlier remigation of innovation policy. Interviewees
have even pointed to the risk that too much adwoadtort may be counterproductive —
meaning that the result will be no Venture Cagtahd.

There are continuous contacts between policy ma&ats experts within the Innovation
Policy Commission. The contacts with researchere arense when research is
commissioned.

Links

The incentives are primarily personal for researchidowever, researchers also rate carrying
out studies for local policy makers as carryinglditmerit in academic circles. Also the
incentives to communicate research results to yaotiakers are low.

The interviews point out that communication betweesearchers and civil servants is two
sided, but contacts could be more intense, espedaalen the relatively low incentives

among researchers. Researchers point out that ntoiee important to write newspaper
articles, because in that way you become known.

The incentives for civil servants to learn more @thesearch based policy are mostly internal
and depend on personal initiatives. Those civivaets, who have strong personal motivation
to learn more about evidence-based policy, claiat this important to be updated on the
latest findings within the field.

Meetings, media, networks, NGOs, working groupsyoaedcy, workshops, courses and
textbooks have been mentioned as mechanisms figibg research and policy. Meetings are

% Ettevétluse Arendamise Sihtasutuse toetatud toeneasprojektide tulemused., Kontrolliaruanne. [The
results of the product development projects of Emise Estonia, Audit report] nr 2-5/04/109. 112004.
Talllinn 2004.
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generally perceived as the primary mechanism, batet are examples of inviting civil
servants to seminars and trade fairs.

Although there is a requirement to include an assest with draft laws when they are

handed over to the Parliament, this requirement m@smentioned in interviews. Instead

interviewees mentioned environmental impact asses@nThere have been discussions on
the ministry level about requiring assessmentshef impacts of regulatory changes on
innovations and business activity. Regulationsuditlg accounting and tax laws influence

this field. An example about the growing use of leations is the Sate Development

Programme 2004-2006, which was evaluated ex-amtevdhbe evaluated ex-post.

The rate of mobility between research and poli@nas is either less than average or close to
average. It has been pointed out that there is nmohe mobility from civil service to
research than the other way around.

External influences

There are two important foreign influences, on&irdand and the other is accession to the
European Union. The other Nordic Countries andBaikic Sea Region were also mentioned,
but their impact was generally perceived as lowé&e World Bank has not been active in
developing innovation policies in Estonia. HowevEstonian experts have worked for the
World Bank to implement incubation programmes irgidnistan and Mongolia, but there
has very little impact on Estonian policy from thastivity. Globalisation is also very
important in every respect and is expected to becemen more important as labour costs
increase in Estonia.

Democratisation affects innovation policy in a $alvvay. During Soviet times all innovative
activity was carried out in academic institutiomsl ahere were direct links between academic
institutions and those who allocated funds. Aspbkcy and distribution of funds are under
the control of public authorities and also dependte budget decisions of the Parliament,
one should take into account that biased publicatdsbmay be initiated by beneficiaries,
whose main target is to influence the public opinénd politicians, but also to meet certain
expectations and attitudes of media on innovataityissues.

Appendix

The restructuring of consultative bodies supportimgGovernment on Innovation Policy
took place during 2000 and the current structurta@iGovernmental innovation and R&D
governance system is described by the char below:

Chart A.1. Structure of innovation and R&D governance system
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Government

!

R&D Policy Council

Innovation Policy R&D Policy
Commissior] Commission

Ministry of Economic Ministry of Education and
Affairs and Communications Research

Reform of school finance in Lithuania

Description of the policy

The policy episode concerns the financing of commy age schooling in Lithuania.
Schooling is administered by Lithuanian local auties and before 2002 they financed it
from their general revenue, which consisted maofijtax sharing of the income tax and
general grants from the state. This gave the ndsigampression that schooling was under
the control of municipalities, although they wenefact heavily regulated by the Ministry of
Education. There were also doubts that local atitbsrwere effectively carrying out their
responsibilities. The most evident cases of failfréhe municipalities were their inability to
pay teacher wages on time. The government’s pgiiogramme for 2001-2004 called for a
redesign of the school finance system. It madeEthecation and Science Ministry and the
Finance Ministry jointly responsible for executiohthis policy. From January 2002 a new
system commenced with a specific grant per stamgkadgupil, called the ‘pupil basket’. The
municipality received this specific grant for curteschool expenditures from the state budget
and was to pass this on to the schools accordintheéonumber of standardised pupils,
although the municipalities were given some roonréallocation at the margin.

The new system placed a large accounting burdeheomunicipalities. First the municipality
had to collect information about the number of pupiom each school. Then it had to
convert these to standardised pupil numbers by mya&kdjustments for the class of the pupil
and the environment of the school (rural versusanybThen it had to calculate how much
would be its pupil basket grant given the amoutdtdshed in law per standardised pupil.
The amount of the grant could still be supplemettgdhe municipalities from their general
revenue. The specific grant was supposed to befosdide areas of current school spending
according to a fixed proportion, although the loaathorities were authorised to make some
reallocations at the margin. The five areas wermiadtration, counseling and library
services; teacher salaries; books; teaching equipmend teacher training. The local
authorities also had some leeway to use the cuspaiding for other school related expenses
such as technical personnel.

Overall the new system was successful in overcorthegproblem of late teacher salaries.
However its ability to improve transparency was pared by inadequate auditing by the
Ministry of Finance. It was only after almost 2 y@@®f operation of the system that a state
audit reported widespread calculation errors by thenicipalities, distortion creating
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supplements by the Ministry of Education and healtgcations inconsistent with the pupil
basket principle passed by Parliament.

Relevant research
A few studies of the new system have been carigdofar.

* The State Audit report that looked at whether timsaof the reform were met and
suggested further reform of the system to imprésvorking.

* Gintaras Griksas (2003). “Bendrojo Lavinino MokykEinansavimas: Sistemos
Analize ir Lesu Paskirstymo Efektyvumas” [*Gener@thool Finance: System
Analysis and Funding Efficiency”], Masters Thedrdnius University.

* Chandler, Mark (2004). “A Public Choice Model of &t Allocation Under
Conditions of Systemic Transition in School Findnd&orking Paper, October.

Research contribution

There was no special research done to preparddoreform, either by inside people or by
outside research groups. Rather, some rough dataxamples of how other countries
implemented the pupil basket concept was gatheyetidbWorking Group assigned to create
the proposal for the reform itself. The Working Gpoconsisted of people from the Ministry
of Education, government representatives, Lithuaieee Market Institute representatives,
and some other bodies. The group was led by A. Moeke, advisor to the prime Minister.

The group took various elements from countriesurolge. They took concepts, laws, and the
administration system for the pupil basket. Onemdeck was that these were all taken from
different countries with many differences amongnbelves. Next the government tried to
adapt those examples to the Lithuanian educatistesy However, this adaptation was done
in a hurry and without much discussion in society.

The Working Group visited some other countrieshteak how the system worked there, e.g.
Poland.

Political context

Accountability/responsibility: depends on the level of decision-making. The aczile
bodies in general are the Ministry of Education &ualence and the Finance Ministry.
However, the problem here is that currently theeereo work division between the Finance
and the Education Ministries, this makes for vagssiregarding responsibility issues. There
is no clear agreement between these bodies at @ohat to manage and coordinate money
flows. Thus, no one is tracking whether the systemwvorking correctly. The idea of the
reform was created by the Prime Minister at theetirAndrius Kubilius. Creation of the
reform was then entrusted to the Work Group, thugas accountable, and mainly the group
leader A. Morkinieré. The implementation and the acceptance of theagingere further on
regulated by the Ministry of Education, makingeétauntable for the results. However, there
are no clearly defined sanctions, thus weakeniagthcess of accountability.

Contested: There were some conflicts concerning teachers’ payswhen the new system
was implemented. As the system ensured that temietiérreceive money on time this was
clarified and currently there are no strong publiections to the reform.. There were some
objections, but not significant ones about the maforhis could be explained by the fact that
most people were not aware of the possible resattd effects of the new system.
Additionally, the low level of contestation could the result of the combining policies on the
pupil basket and centralisation of the financingtes. If there were people who objected to
the implementation of the pupil basket (like scspothey were calmed knowing that the
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money distribution system to the schools would betralised and thus teachers would be
able to receive money on time (i.e. the money méareducational purposes will be spent on
them). There was no conflict between teachers hadjovernment. They all wanted to have
at least a little bit more order so there was natlmargument. There were disputes at the
citizen level because children and their parentsihaufficient information about the reform.
Even teachers were not fully informed...

Stakeholders: The reform was created and accepted by the govetnmEhen the
responsibility for its implementation was transéetito the Finance and Education Ministries.
The latter institutions still have to agree betwéesemselves about their responsibilities and
level of accountability. The major parties takingrtpin the management of the policy are:
Ministry of Education and Science (which is respblesfor management of the process,
including planning of the money to be sent to mipalities), municipalities (who are
responsible for allocating correctly the money ntefom educational purposes), and the
Ministry of Finance (which controls the baskets @desponsible for collecting the reports
on the purposes and amounts of money received @amt)s The major parties taking part in
the policy creation and management of the procasanentioned before, are: Ministry of
Education, Ministry of Finance, Government, and ttitauanian Free Market Institute. The
latter, however, took part only in the creation ghanot implementation. The Ministry of
Education is monitoring the process and relyingtlom Finance Ministry's competence in
allocating the budgeted money. Other stakeholdetade:

1. Schools - they wanted to have more money, morearience, etc.

2. Trade unions — there are two trade unions in thecaibn sector in Lithuania: an
education workers union and a teachers union. Tiena were interested in wages
and working/free-time hours. In addition, there v@ageneral view that teachers have
to do much unremunerated work.

3. Parents — there were some groups trying to orgakiseever they were small and
thus weak.

Top-down process:  Since this reform was initiated by the Prime Mieisit appears to be
very much top-down. The idea of the policy was t@édy the government and then given to
the Working Group to prepare a policy proposal afterwards implement it. Thus it could be
said that a top-down approach was used. The Lithnafree Market Institute also played a
part in bringing the idea of a change in the finagof the Education System to fruition. This
was done by writing and publishing articles on iggue of school finance. But none of our
interviewees was able to link the solutions corgdinn the pupil basket reform to any
initiative of lower level institutions.

Incentives of civil servants. No specific incentives for research could be idatisince
analytical research is not done at the Educatiomidity. The Ministry only makes local data
gathering and analysis for its own purposes. Tlitalone by the National Audit Office of
the Republic of Lithuania, was on its own initi&i\At the implementation stage, the one who
was decisively pushing the process forward was htbad of the Working Group - A.
Morkuniene. The Ministry was not very willing to afge anything much. But since they
were the ones to lead the implementation procéss;, had to deal with the bureaucratic
issues and this was in accord with their workinm@ples. With the passage of time, the
circle of the people approving the reform increaddgtre was not enough money at stake in
the educational sector. Government only gave thal ladministrations the required money.
Due to this fact, there was a lack of incentivéhia educational sector. Interest only increases
before elections.
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Transparency/inclusiveness. The aim of the reform was to make the process bbaic
financing more transparent. However, not all scho@ceive the same money and the
methodology for calculating money is not alwaysldeked, thus allowing for certain
financing as between different schools. There amespossibilities for the process to be not
transparent, mainly at the municipal level, whéeytare allowed to manipulate 5% of money
received as the pupil basket. Some intervieweetdcoot see any non-transparent actions
possible in this situation. The major concernstigdato the reform were that money will be
transferred according to various determinants, sscthe type of location (city centre, rural
area, etc), number of pupils etc. Thus, some doabtthe objectivity in allocating money
according to these criteria arose. However, aftgglémentation, people were satisfied that
their fears were perhaps exaggerated.

Policy makers thinking: The situation was not properly analyzed by the gawent before
accepting the reform (the decision was made inrayhthus not all possible effects were
analysed). In general, the problem of the governntself is the lack of proper analysis of
each project before accepting it. Additionally, #hesrage size of the pupil basket (which is
the base for calculating the financing for the stfpwas estimated by one teacher from
Anyksciai. No checks of the estimate made wereedpnother bodies. This may imply that
some personal incentives were present when impliéngethe reform. The idea of the pupil
basket system was raised by Andrius Kubilius (tf¥ime Minister) in a political and
economic context where it was seen as rationalneogssary. Thus, there was no place for
personal intentions.

Research and policy

Research: No monitoring, or specific research was done. Thaidwal Audit Office of the
Republic of Lithuania performed some evaluation.dgecific research was done — only data
from the municipalities collected and analyzed tepare for the reform. Currently data from
the municipalities is also being collected and toaditions for financing are improved
according to the budget constraints. Additionalligme internal analyses are done by the
Education Ministry, since they are coordinating pinecess.

Advocacy: It was perceived that there was no need to indbeepublic support for the
strategy since it was well reasoned and more os ldesar. There were some media
announcements, Ministry presentations to the teacheunicipalities — but not much. Since
there was no conflict between teachers and goverfritavas not considered as a “hot” case.
So the press didn't take any position. They onfgrimed the society with a simple article. In
addition, there was no desire by the governmeiriftom the society more. There was some
information in daily newspapers. However, this mfation was not very accurate. There
were no debates held. It seemed that the pressttengbeople treated the reform with
indifference. They just didn’t care. There were sambjections — but not many. The idea was
well grasped, that the reform would benefit all gagties involved. Some releases were made
by the Ministry of Education as well as meetingdmavith the municipalities to explain the
system better. No special support was needed Hieckidden goal of the reform — to ensure
that wages to teachers are paid on time — was\ahie

External influences. The whole idea of the student basket was basedie@miperience of
other countries.

Annex 4:
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Figure Annex4:

Sequence of Events of Policy episode of childcar e/parental benefit in Latvia and Estonia

LATVIA Working Group is
set up at the

Compromise in

Saeima favout

the previous,

Differentiated
child care
benefit
introduced on
Jan 1 2005

Ministry of Government promotes New prime minister .
Welfare in Nov differentiated childcare ~ announces support dGi?ereerr;?aetztdon Fﬁtb;‘:agfjtf'
2003 benefit, Feb 17 2004 flat rate benefit benefits, Jul 15 E’;nv y
| | | |
[ ‘ I I
. New prime minister .
Government of Two suggestions put  \jarch 9, 2004 Two NGOs become actiy Gov puts
Repse declares forward by working grc ., both support a forward a
intension to increase in Feb 2004 differentiated benefit, new level of
support for families 1) Flat rate 200 summer 2004 — gather diff benefits
in Nov 2002 euro/month more than 2000 signatures ~ — 70% of
2) Differ according tc previous

previous income

wages in Aug

Min:74 euro
Max 392 euro

ESTONIA
Parental benefit becomes NGO is formed Differentiated
an issue during election who is against parental benefit
campaign Dec 2002 differentiation, Protests against Changes made introduced on
1) compensation of 1 500 signatures differentiation in draft law — Jan 1. 2004
salary foregone had been gathered spread in passes the Min 158 euro
2) flat rate in May/June 2003 Sep/Oct2003 Parliament Max 1000 euro
| | | |
| |
Several studies on Salary foregone parties win the Draft law Opinion Poll:
Family support election — The three parties presented in July 67% flat The new law is
commissioned by Gov forming the new Government 2003, includes 24% diff signed by the
1999-2001 agree in coalition agreement ¢ no impact 9% neutral President, Dec 10
differentiated benefit, Mar. 31 analvsit 2003.
2003
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Annex 5:

Table Annex 5: General support for familieswith children in the Baltic countries

Lithuania

Latvia

Estonia

Maternity Benefit

100% of wages during
126 days. 70 days beforg
and 56 days after deliver,

100% of wages during
2 112 (+14) days - 56 days
ybefore and 56 days after
delivery.

100% of wages during
140 days — 70 days
before and 70 days after
delivery

Birth Grant

Lump sum — 217 EUR, ¢
times minimum standard
of living — 1 MSL 36
EUR

Lump sum — 98-196*
LVL 140-280 EUR
(increase to 296 LVL —
421 EUR)

Lump sum — 240 EUR,
25 times Child Benefit
Rate, 1 CBR =9.6 EUR

Child Care benefit until
age 3

Flat rate (75% of MSL)
27 EUR/month

Flat rate LVL 30/month —
43 EUR/month

Flat rate - 38 EUR/montH

Universal child
allowance until age 16

No

8.5 EUR/month,
increases with number o
children

1 CBR/month, increases
with number of children

Maternity/Paternity leave

60% of previous
earnings, until the child i
one year of age,
introduced in 1995

70% of previous earning
until the child is one yearn
of age, introduced on
January 1in 2005

5 100% of previous
earnings until the child is
one year of age,
introduced on January'l
in 2004

Sources:Aidukaite (2004), MISSOC (2004), MinistfySmcial Security and Labour (2003),

Zepa and Jeruma (2004)

"Additional for women who have received continuoweinal care since the #2veek of pregnancy
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Annex 6:

Table Annex 6: Relevant resear ch for child benefit reform

Latvia

Estonia

A study on the factors of female reproduct
motivation [SievieSu reprodukéis motivacijas faktoru
petijums]. March, 2004. Lead researcher: Rob
Kilis. Initiated in January 2004, commissioned by
Ministry of Welfare and supported by the So
Foundation Latvia.

iVi¥hat kind of family policy do we need? [Milli

awsearcher Dagmar Kutsar. The book includes
tBstonian part of a European project, the IPRO
rosoject lead by professor Linda
Loughborough University, UK.

perekonnapoliitikat meie vajame?]. July 2003. L

Hantrg

5t
ead
the
S5EC
S,

Factors Influencing Fertility, Overview of Scierif
Studies. 2004. Authors: Dmitrijs Kurbanovs, Kaspg
Vitols. Commissioned by the Ministry of Welfare.

Mare Vahi, Arvo Valton, UNDP study on poverty
Estonia, short version for the Office of the Mimpisfor
Population and Ethnic Affairs, 2001.

Management of the Family Economy in Families W
&hildren 1999-2000 [Lastega perede majandl
toimetulek. 1999-2000] Ene K&éarik, Ene-Margit T

vith

slik
iit,
in

Threats to Reproduction of Population in Latvia
Necessary Activities to Overcome Them [Dra
Latvijas iedzvotaju ataudzei un nepiecieSaniciba to
maziraSanai]. 2004. Institute of Economics, Latv
Academy of Science.

Processes [SUndimuse diinaamika Eestis. Mdjut
darend ja prognoos Euroopa
taustal]. Scientific project supported by the Gdfiof

Margit Tiit, Professor emeritus, University of Ta
2000

aBynamics of Nativity in Estonia: Impacts, Trend 4§
Uelorecast on the Background of European Demogra

rahvastikuprotses

the Minister for Population and Ethnic Affairs: Ef

and
phic
Ised,
side

e
rt

Latvian Demography Yearbook 2003 (Latvi
demogifijas gadagimata 2003). Central Statistig
Bureau of Latvia.

&shild and Family Policy in Estonia and Europe [lea
gh perepoliitika Eestis ja Euroopas] compiled
edited by Mare Ainsaar Tartu University, Dep. Pa
Administration and Social Policy; [preface by: Kat
Saks] Commissioned by the Office of the Minister
Population and Ethnic Affairs, 2000 ([Tartu] Prid}e

D
and
Dli

=

fo

Latvian Demography Yearbook 2002 (Latvi
demogifijas gadagimata 2002). Central Statistig
Bureau of Latvia.

&roblems concerning the Combination of Work
dfamily Life [T60 ja perekonnaelu (hendamis
seonduvatest probleemidest]. Leeni Hansson T4
Pedagogical University, Institute of Internatioraaid

and
pga
llinn

Social Studies, 1999
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