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1 Contextual Background

1.1 Historical background

Private foundatons are a recent development in Latvia. Some traditons of philanthropy and patronage in
Latvia already existed prior to the Second World War, although there are very few studies on the history of
philanthropy on this territory. Culture and educaton were the main areas that were supported by patrons
such as Augusts Dombrovskis and Kristaps Morbergs during the pre-war period. [*/

Afer the Second World War, Latvia was a part of the planned economy regime of the Soviet Union. The
State was in charge of almost every aspect of people’s lives, and accordingly there was no space for private
philanthropy. Science remained in the Academy of Sciences, and in universites and scientfc insttutes,
as well as in the relevant military and industrial areas. Financing was secured by the government. Gor-
bachev’s era brought about some civic actvism, and non-governmental organisatons were allowed to
exist. Two non-governmental foundatons were formed at that tme — the Latvian Culture Foundaton and
the Latvian Children’s Fund, which initally were fnanced by government subsidies.

Growth of these new foundatons started afer Latvia regained its independence in 1991. Non-govern-
mental organisatons were permited, and, furthermore, policies were developed to support their forma-
ton. Part of this policy was the promoton of philanthropy — developing tax incentves for businesses and
people who donated to NGOs working for the public good. Untl 2004, no legal status was stpulated for
foundatons by Latvian legislaton and the existng ones had to register as associatons or as nonproft
limited liability companies. For example, the Latvian Culture Foundaton was registered as an associaton,
the Soros Foundaton, as a nonproft limited liability company. New laws regulatng the actvites of as-
sociatons and foundatons, as well as the Law on Public Beneft Organizatons, were passed in 2003. In ac-
cordance with the data from the State Enterprise Register, the registraton of new NGOs afer this reform
increased, as shown in Figure 1.

1 LU mecenatu un fonda vésture (2014). Accessed 12 February 2014 from htp://www.fonds.Iv/par/skaitli-un-fakt/
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Figure 1: The dynamics of the registration of associations and foundations
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Source: homepage of the State Enterprise Register, htp://www.ur.gov.lv/statstka.html?a=1132

The data show that foundatons form a small part of the NGO sector. Research shows that foundatons are
usually treated as a part of a wider sector — non-governmental organisatons, and so far there have been
almost no studies devoted specifcally to the foundatons in Latvia. There could be several reasons for this:
frstly, private foundatons are viewed as a part (admitedly signifcant) of the growing civic actvism which
is the main focus of the research. Secondly, the actvites of foundatons as well as associatons are regu-
lated by the same laws and regulatons. A third reason is that many operatng foundatons work on the
borderline between two legal forms of NGO. These two legal forms are not always clearly distnguishable.
Although the law ?! provides for a distncton between an associaton (an organisaton established by its
members to achieve a common aim) and a foundaton (an organisaton established by a founder allocatng
resources to achieve a partcular aim), it does not set a minimum amount in terms of resources. It may
well be that the inital resource base for a foundaton is only a computer or a working space. Therefore,
when deciding on the legal status of the NGO to be established, the main choice lies with another aspect
of the organisaton’s life — having (associatons) or not having (foundatons) members and the conse-
quences of this for the organisaton’s decision-making processes.

1.2 The legal and fscal framework

The nonproft sector currently is regulated by the Law on Associatons and Foundatons [l and the Law on
Public Beneft Organizatons (2003). The work environment of non-governmental organisatons in Latvia
could generally be considered as favourable — the legal framework is quite advanced and legally there
are no obstacles to the freedom of associaton in Latvia. The registraton process is fast (2 weeks) and
inexpensive (EUR 11.38). An organisaton can be registered by submitng documents in person, by post
or electronically.

The Associatons and Foundatons Law (2003) contains a set of provisions governing the internal organisa-
ton of an NGO. It must be emphasised that most of these provisions are either dispositve, i.e. they con-
tain a reservaton such as ‘insofar as the charter of the associaton does not provide otherwise,” or minimal
rules, allowing the NGOs to enter stricter requirements in their charters.

2 Associatons and Foundatons Law 2003 (Lv.).
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No permanent auditor or board of auditors is required; these functons may be carried out by the execu-
tve board alone. It must be noted that the minimum number of persons required to establish an NGO
is two. Besides these requirements, an NGO is free to set up other governing bodies in its charter and to
establish its internal organisatonal structure as it wishes.

Whenever an NGO is created, its charter has to be registered with the Company Register in order for an
NGO to atain legal status. Secton 57 of the Associatons and Foundatons Law provides for the possibility
to dissolve an NGO by a court order, and lists the situatons when this is allowed. However, basically, it is
possible only in cases when ‘the actvites of the NGO’ are contrary to the Consttuton or the law.

Associatons, foundatons and religious organisatons do not pay income tax. They can also apply for public
beneft status, which is granted by the State Revenue Service based on the recommendaton of the Public
Beneft Commitee. The Commitee consists of both Government and NGO representatves and encom-
passes the specialists representng almost all areas of NGO actvites.

The accounts of the public beneft organisatons are examined annually by the Public Beneft Commit-
tee to ensure that the donated amounts are spent in accordance with the law and whether there are no
conficts of interest in decision making. There is a limit of 25% of the donated amounts to be used for
administratve purposes.

However, there is a heavy tax burden on the employees of NGOs. Voluntary work is a new concept in Lat-
via and there have even been atempts to tax it (in accordance with some interpretatons of the Labour
Law) by the State Revenue Service.

In organisatons other than associatons and foundatons volunteering is not defned — for example in hos-
pitals, local governments and schools. As a result, the reimbursement of expenses and other necessary
economic support provided to volunteers is not regulated. Other laws regulatng labour, tax and social
security can be interpreted in a way that a voluntary organisaton should pay at least the minimum wage
to a volunteer, adding all the applicable taxes onto the reimbursement of a volunteer’s expenses. This
causes confict between the authorites and non-governmental organisatons involving volunteers, as well

as posing the risk of illegal employment.

The social protecton of volunteers is not regulated by legislaton. Therefore, there are no legal grounds
for volunteer insurance or enttlement to public health and social protecton. This causes problems for
foreign volunteers, who have to obtain residence permits in order to receive the minimum healthcare
services. Latvian citzens volunteering abroad lose their rights to unemployment beneft in Latvia. There
is no specifc provision regarding volunteers in immigraton legislaton, and they are therefore subject to
general legislaton. [

4 Legal Status of Volunteers: Country Report Latvia. (2003). Accessed 12 July 2013 from: htp://www.cev.be/data/File/
Latvia_legalstatus.pdf

LATVIA - EUFORI Study Country Report



Public beneft organisatons (PBOs) enjoy tax benefts — enterprises and private individuals can deduct
their income tax if they donate to PBOs. Companies can donate up to 10 % of their profts to NGOs which
have public beneft status, and then get 85 % of the donated amount back as a rebate from the State Rev-
enue Service. Traditonally, the most supported areas by corporate donors are sports, culture and charity.
There is a lack of support for organisatons promotng values related to the environment, human rights,
civil society development, social integraton or ant-corrupton, science and educaton. [5]

Individuals can also deduct the amounts donated to public beneft organisatons from their basic income
tax. Individuals who donate to public beneft organisatons can deduct the donated amount from the
income tax they pay into the State budget themselves (income tax is 24 % in Latvia is in 2014). Therefore
they receivea return of 24 % of the donated amount from the State Revenue Service during the following
year afer their donaton. Up untl 2009 the decaraton process was complicated and it was used only by
6 % of residents. The State Revenue Service has improved this system, but at the same tme the revenue
paid by the people had dropped drastcally and, as a result, they donate less. Nonetheless, charity rallies
and events are very successful and people are actvely donatng small amounts for social issues without
even applying for tax deducton. Again, this is not the case for supportng research and innovaton. [°/

In order to achieve their aims, NGOs are allowed to engage in economic actvites which can either be
related or unrelated to their purpose, as stated in each respectve NGO’s charter. The law stpulates that
economic actvity has to consttute a minor part of an NGO’s actvites; however, it has not been stated
how the proporton of economic actvity is to be measured.

Local governments can ofer premises free of charge, as well as donate property (e.g. PCs, etc.) to public
beneft organisatons. This privilege is not available for other legal enttes, which can acquire these local

government propertes in auctons.

Al NGOs can claim permission to provide tax exempton scholarships. In this case an organisaton should
comply with the Scholarship Regulatons, which are examined by the Ministry of Finance and the Ministry
of Science and Educaton, and subsequently approved by the Cabinet of Ministers.

NGOs have to pay all the taxes for employees in accordance with tax legislaton and the labour laws, just
like all the other legal enttes. Generally, the legal environment is favourable for the establishment and
maintenance of foundatons in a variety of areas, including those supportng research and innovaton.

At the same tme, there are also legal provisions that set limits on the actvites of foundatons if they ben-
eft from tax deducton related to the status of a public beneft organisaton. The Public Beneft Organisa-
ton Law!”! states that a public beneft actvity is an actvity which provides a signifcant beneft to society

5 Indriksons, M. (2009). Labdaribas barometrs '09. Accessed 12 July 2013 from: htp://www.sif.lv/images/fles/EEZ-
Norvegija/NVOF-1-4/2008-NVOF1-3-1-12-J-03/2008-NVOF1-3-1-12-J-03-2009-labd-barometrs.pdf

6  Indriksons, M. (2009). Labdaribas barometrs '09. Accessed 14 July 2013 from: htp://www.sif.lv/images/fles/EEZ-

Norvegija/NVOF-1-4/2008-NVOF1-3-1-12-J-03/2008-NVOF1-3-1-12-J-03-2009-labd-barometrs.pdf

7 Public Beneft Organisaton Law 2003 (Lv.).



or a part thereof, especially if it is directed towards charitable actvites — educaton, science, culture and
the promoton of health and disease preventon, especially for low-income and socially disadvantaged
people. This clause tends to be interpreted by the Public Beneft Commission in such a way that all other
areas are also subject to the test whether the socially disadvantaged groups beneft from the respectve
actvites or not, including those related to science, health and educaton. (8]

The Law also sets limitatons on actvites not considered to beneft the public; if the actvity of an NGO
is directed only towards the beneft of its members or founders and the people associated with them, in
other words, if an NGO is established and maintained for the satsfacton of private interests and needs, it
is not considered to be eligible for public beneft status. A public beneft organisaton uses its income for
actvites of a non-commercial nature, which are aimed at including public beneft actvites as defned by
legislaton. Any donated property or fnancial resources cannot be transferred by the NGO for the com-
mercial or proft-oriented actvites of another organisaton. For example, if a company donates medical
equipment to a foundaton, it cannot transfer it to a hospital for the commercially-oriented treatment of
patents.

The Law also provides for strict rules preventng possible conficts of interest. A public beneft organisaton
is prohibited from dividing its property and fnancial assets between the founders, members of the boards
of directors or other administratve insttutons (if they are established), as well as from utlising them so
that either directly or indirectly some kind of beneft is obtained (guarantees, loans, promissory notes, as
well as other material benefts). These provisions also apply to the spouses, the kin and the afned, count-
ing kin as up to the second degree and the aFned as up to the frst degree, of the founders, members of
the boards of directors or other administratve insttutons (if they are established) of the public beneft
organisaton.

To sum up, the Law sets favourable conditons for the establishment and operaton of foundatons. At
the same tme, if a foundaton benefts from generous tax deductons, it should comply with the strict
conditons limitng its actvites. The supported actvites should not have a commercial character, no com-
mercial organisatons can beneft from a foundaton’s actvites, and they should not support individuals

pursuing their own private commercial goals.

8 Interviews with the government ofcials and representatves of foundatons.
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1.3 The foundaton landscape

Data from the Republic of Latvia Enterprise Register suggests that by 11 December 2013 [l there were
21 934 NGOs registered, of which 20 405 were associatons and 1529 foundatons. In accordance with
previous research (1% hot all the registered NGOs are stll actve — only those submitng annual reports to
the State Revenue Service are considered to be stll operatng and contributng to public life. This research
suggests that 10 to 15 % of the registered NGOs have dissolved in practce but have not informed the
Enterprise Register.

More detailed data on the NGO sector are available regarding the situaton in 2009. [11] They suggest that
the income of both associatons and foundatons together consttuted LVL 173.3 million, which is EUR 246
million or 0.15 % of the GDP in 2009. The income of public beneft organisatons was LVL 73.2 million, or
EUR 104.2 million. The average income of a public beneft NGO in 2009 was LVL 65 867, or EUR 93 036.

135 NGOs are registered as having the purpose of promotng educaton and science. Most of them, 75 %,
are located in Riga. These NGOs include adult and youth training centres, as well as the foundatons sup-
portng partcular schools. Few support science or other related actvites in terms of the current study.
‘Educaton and Science’ is a category listed by the Enterprise Register encompassing these areas in one;
therefore, even if an NGO has indicated that they belong to this category, it may turn out that in reality it
pursues only educaton-related goals.

There is no research available regarding the capacity of foundatons in Latvia; however, the general char-
acteristcs of NGOs suggest that 30 % of NGOs (and 43 % of public beneft organisatons (PBOs)) work
regularly, 2 5% of NGOs (28 % of PBOs) work several days a week and 45 % of NGOs (29 % of PBOs) work
as necessary, or when they have obtained funding for projects. [12]

237 NGOs were reported as providing intermediary Tnancial services. The statstcs, however, only refect

that the founders of these organisatons planned to pursue this kind of actvity. In practce, again, only a

few act as foundatons in the sense of this study. [*°!

9  Statstcs of Registers. Enterprise Register of the Republic of Latvia. Accessed 16 April 2014 from: htp://www.ur.gov.
Iv/?a=1091

10 Parskats par NVO sektoru Latvija (2011). Accessed 9 January 2014 from: htp://www.sif.lv/Tles/pics/Atbalstte_projekt/
EEZ Norv_fn_instr/BISS-NVO_sektors_BISS_27_04_fnal.pdf

11 |d.

12 Parskats par NVO sektoru Latvija (2011). Accessed 9 January 2014 from: htp://www.sif.lv/fles/pics/Atbalstte_projekt/
EEZ Norv_fn_instr/BISS-NVO_sektors_BISS 27 _04_fnal.pdf

13 The following analysis of the foundaton sector is based on the researcher’s observatons serving on the Public Beneft

Commitee (2005 — 2011)



Foundatons aFliated to non- proft insttutons

Foundatons ‘serving’ non-proft insttutons (universites, schools) play the role of resource mobilisaton
for their ‘mother’ insttuton. The founders are usually involved in decision making. In some instances
these foundatons are publicly visible and open to project ideas from the public. However, in some in-
stances a foundaton may have legal status, but no separate ofFce-space, publicly available contact infor-
maton, webpage and/or personnel. This legal status is used by founders to trace the fnancing of certain
projects back to an insttuton if a donor is interested in receiving tax benefts for their donaton. These
foundatons have no proactve strategies, and they are used from case to case only if there is a need to
trace the fnancing back to their ‘mother insttuton.’ On the other hand, there are also several publicly
visible foundatons, such as the University of Latvia Foundaton, that have comparatvely independent
identtes and reputatons.

Corporate foundatons
The situaton is diferent with the foundatons established by private companies. The ratonale of estab-
lishing a foundaton is usually related to the corporate social responsibility goals of the founder. In these
cases the administraton of the foundaton tends to be separate from that of the founder. Public Beneft
Organisaton Law prevents companies from supportng research and innovaton projects that could yield
benefts for these companies.

Hospitals are regarded as business enttes in Latvia — they are registered as public corporatons. Founda-
tons established by hospitals are not allowed to support their founders under the Public Beneft Organi-
saton Law; therefore their actvites are focused on beneftng the patents and society at large. Hospital
foundatons can support research and innovaton as long as the benefciary is the foundaton, not the
hospital or medical doctors. In cases of research resultng in a patent, this has to belong to the founda-
ton, just like any other results and benefts. Therefore, foundatons afliated to hospitals tend to support
research and innovaton-related actvites.

Several commercial banks have created their own foundatons for project support. Traditonally this sup-
port is extended to culture or the needs of socially vulnerable groups and related to the publicity eforts of
the donors. One excepton is the AB.LV foundaton, which maintains grant programs to support fundrais-
ing as well as travel grants for NGOs to partcipate in internatonal networking events and conferences.
One of the foundatons — Rietumu bankas labdaribas fonds — claims that, among other areas, they also
support science, but in practce it has no public beneft status in that area and the public record shows that
no projects supportng research were ever fnanced. 4!

14 Rietumu bankas labdaribas fonds. Accessed 16 April 2014 from: htp://www.rblf.lv/projects
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Private donor driven foundatons

There are few visible private foundatons not aFliated to insttutons — the Soros Foundaton Latvia - is the
largest. There are also a few Latvian-funded foundatons. The Soros Foundaton Latvia has lately been con-
centratng on large-scale operatonal programs, involving project partners —schools, local governments,
crisis centres and some NGOs. Its current priority is to address the socio-economic consequences of the
economic crisis. Initally, in the 1990s it also supported research-related actvites, but this is not the case
anymore. Vitolu fonds — the largest private foundaton of Latvian origin supports solely individuals — stu-
dents from socially vulnerable families. Borisa un Indaras Teterevu fonds is another well-known private
foundaton supportng a variety of projects, including those related to culture, educaton and charity.

Community foundatons
Several community foundatons have been created and actvely operate in Latvia — in Talsi, Lielvarde,
Aldksne, Ape, Madona, Valmiera, Liepaja and Tirza. They involve societes in local community develop-
ment and are able to accumulate resources for small-scale project compettons focusing on local needs.

Public foundatons
Two public foundatons have been established in Latvia — the Society Integraton Foundaton and the
Culture Capital Foundaton of Latvia. They support research sporadically as a part of larger projects — for
example where a needs assessment or an evaluaton of some process is necessary to promote societal
integraton or cultural policies.

Issue-driven foundatons
Several private foundatons have been established to support partcular causes. Currently the largest of
these is ziedot.lv, which pools its resources to support a variety of charitable projects such as assistance in
crisis situatons and other causes. *°! The Latvian Fund for Nature, ['®! the Latvian Educaton Foundaton
(171 and the Latvian Children’s Fund ¢! are also foundatons belonging to this category.

Umbrella organisatons
Most foundatons work individually; there are no umbrella organisatons representng their interests. One
excepton is the Community Foundaton Movement. This aims at supportng the capacity of community
foundatons and promotng philanthropy and public involvement in the regions of Latvia. [*°)

Most of the issues related to the development of the NGO sector were addressed by the NGO Centre
untl the end of 2004. Subsequently, this functon was adopted by the Civic Alliance Latvia, which is an

15 Foundaton Ziedot.lv. Accessed 16 April 2014 from: htp://www.ziedot.lv/en/info/about-ziedot-Iv
16 Latvian Fund for Nature. Accessed 16 April 2014 from: htp://www.ldf.lv/pub/?doc_id=27928

17 Latvijas Izglitbas fonds. Accessed 16 April 2014 from: htp://izglitbasfonds.lv/Iv/par-mums

18 Latvian Children’s Fund. Accessed 16 April 2014 from: htp://www.Ibf.lv/lang/en/

19 Movement of Community Foundatons. Accessed 16 April 2014 from: htp://www.kopienufondi.lv/artcle/2



umbrella organisaton for around 140 members, including foundatons. *°) However, specifc issues re-
garding private foundatons have so far not been on the agenda of the Alliance. It mainly works to achieve
a transparent government funding system for NGOs and is instrumental for those foundatons which rely
on public funding. [?]

1.4 Research/innovaton funding in Latvia

According to the data of the Central Statstcal Bureau, fnancing for research consttuted 0.66 % of the
GDP or LVL 102.2 million, or EUR 145.4 million in 2012. Science and research is funded by the business
sector (LVL 23.1 million, or EUR 32.9 million), and the government (LVL 27.7 million, or EUR 39.4 million).
Foreign funding consttutes (LVL 51.5 million, EUR 73.3 million).

Figure 2: The dynamics of funding for science and education (% of investments). [22]
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The above graph suggests that there has been a signifcant drop in government funding (the purple line)
since 2006 and in business sector funding (the green line) since 2007, as well as a dramatc increase in
foreign funding (the red line) since 2006. A small amount of university funding has appeared since 2005,
although not exceeding 1.6 % in 2011. There is no informaton regarding funding from private founda-
tons in the data made available by the Ministry of Educaton and Science or in the data from the Central
Statstcal Bureau.

20 Civic Alliance Latvia. Accessed 16 April 2014 from: htp://nvo.lv/Iv/news/page/elpa-biedri-84/
21 Interviews with the government oFcials and representatves of foundatons.

22 Guidelines for development of Science, Technologies and Innovaton 2014 -2020. Accessed 16 April 2014 from: htp://
www.mk.gov.Iv/Iv/mk/tap/?dateFrom=2012-12-16&dateTo=2013-12-16&text=zin%C4%81tnes&org=0&area=0&type=209
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Regarding innovatons, Latvia is ranked alongside Bulgaria and Romania as a ‘Modest innovator’ with an

innovaton performance well below that of the EU average. 23]

The main policy goal of the Latvian government [4ljs to develop the branches of science, technology and
innovaton as globally compettve sectors of the Latvian economy. The policy guidelines for the period
2014 - 2102 outline actvites and plans for both investng State budget funding and the co-fhancing of
EU-funded projects in the following areas: 1) the development of human resources; 2) the development of
infrastructure for research; 3) fostering cooperaton between the private sector, universites and science;
4) promotng a full cycle of innovatons and 5) technology transfer and commercialisaton.

Figure 3: Planned changes in the financing structure. [25]
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The fnancial target is to reach 1.5 % of the GDP in 2020 by steadily increasing the shares of government
and private funding.

23 Innovaton Union Scoreboard 2013. Accessed 16 April 2014 from: htp://ec.europa.eu/enterprise/policies/innovaton/
policy/innovaton-scoreboard/index_en.htm

24 Guidelines for the Development of Science, Technology and Innovaton 2014 — 2020. Accessed 16 April 2014 from:
htp://www.mk.gov.lv/Iv/mk/tap/?dateFrom=2013- Pamatnostadnu projekts “Zinatnes, tehnologijas attstbas un inovacijas
pamatnostadnes 2014.—2020.gadam" 04-12&dateTo=2014-04-12&text=Zin%C4%81tnes%2C+tehnolo%C4%A3ijas+at%C4%ABst
%C4%ABbas+un+inov%C4%81cijas+pamatnost%C4%81ldnes&org=0&area=0&type=0

25  Guidelines for the Development of Science, Technologies and Innovaton 2014 — 2020. Accessed 16 April 2014 from:
htp://www.mk.gov.lv/Iv/mk/tap/?dateFrom=2013- Pamatnostadnu projekts “Zinatnes, tehnologijas attstbas un inovacijas
pamatnostadnes 2014.—2020.gadam" 04-12&dateTo=2014-04-12&text=2in%C4%81tnes%2C+tehnolo%C4%A3ijas+at%C4%ABst
%C4%ABbas+un+inov%C4%81cijas+pamatnost%C4%81ldnes&org=0&area=0&type=0




The main players in implementng these guidelines are government insttutons, businesses, scientfc in-
sttutes, universites and supportng insttutons such as banks, investment funds and service organisa-
tons. The guidelines also assign some roles to NGOs, mostly associatons of the organisatons listed above,
namely consultng government insttutons during decision-making stages, working to promote the wider
society’s understanding of science, as well as communicatng achievements in science and innovaton. The

guidelines do not menton private foundatons as an existng or potental source of investment in science.
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2 Data Collecton

2.1 The identfcaton of foundatons supportng R&l

Out of the registered 1 104 public beneft foundatons, 30 claimed public beneft status for actvites in
science in December of 2012. The Register of Public Beneft Organizatons provides an overview of the
foundatons working in the following areas — 17 in the protecton of human rights, 24 in the promoton
of educaton, 18 in civil society development; 26 in the improvement of social welfare, two in disease
preventon, 25 in the promoton of a healthy lifestyle, 19 in environmental protecton — a total of 161. [*°!
A part of these were considered as supportng research and innovaton (R&I). The researcher examined
the publicly available accounts of the foundatons listed above and created a list of 38 NGOs which had
reported actvites supportng R&! in 2010 or 2011. This group had to include all the possible R&l support-
ing private foundatons. It turned out that eight of them had supported R&I and they were also included
in the sample. The contact details for all the organisatons in the sample where clarifed as necessary. Two
private foundatons which had not claimed public beneft status were also found to support universites
and hospitals, but the publicly available informaton showed that in practce they did not support research
and innovaton projects. [*7]

2.2 The survey

The questonnaire for the survey was sent out twice to all the 38 foundatons selected for the sample.
The frst e-mail was sent out on 18 April 2014. The second e-mail went out on 13 May 1 2014. Both invita-
tons were accompanied by a leter of endorsement from the European Foundaton Centre. Out of the 38
foundatons indicatng support for science on the PBO register, 13 flled in the questonnaire; two of them
supported only research, one supported only innovaton, and six supported both. Four stated that they
supported neither. Eight foundatons provided the relevant informaton. Out of these, fve are operatng
foundatons and one is a grantmaking foundaton. Two foundatons both run programs and distribute
grants.

When the researcher examined the reasons for not partcipatng in the survey, the answers wereas fol-
lows — no actvites at all in the foundaton, no actvites supportng R&l in 2012, no fnancial support for
R&I projects or no interest in partcipatng in the survey.

26  Register of Public Beneft Organisatons Accessed 16 April 2014 from:. htp://wwwé.vid.gov.lv/VID_PDB/SLO

27 Paaudze, Pétera Avena labdaribas fonds, Accessed 16 April 2014 from: htp://www.generaton.lv/Iv/fonds/par-fondu
Borisa un Inaras Teterevu fonds. Accessed 16 April 2014 from: htp://www.teterevfond.org/en/work-foundaton



2.3 The interviews

The preliminary research and the gathered quanttatve data suggested that foundatons supportng re-
search and innovaton are a small part of the emerging sector of foundatons in Latvia. The data are almost
too scarce to allow for an analysis of any trends. The existng informaton suggests a variety of funding,
operatons, resource gathering, administratve structures and principles of fund distributon.

Providing that foundatons were established to serve partcular needs, the focus was on the demand side;
whereas in terms of fnancing science and innovaton, there was a need for funds on the supply side, as
well as other means of fnancing for science and innovaton. In order to gain an insight into the apparently
poor development of the private foundatons supportng science and innovaton, the following interviews
were conducted:

* The Academy of Science, Ojars Sparits, President, Founder of a ‘Science Foundaton.’

< The Ministry of Educaton and Science, Armands Plate, Deputy Director of the Department of Science
and Innovatons.

e The Ministry of Finance, Irita LukSo, Head of the Department of Tax Applicaton, Adviser to the Head
of the Public Beneft Commitee.

e The Latvian University Foundaton, Laila Kundzina, Executve Director of a grantgiving foundaton af-
fliated to a university.

e Borisa un Inaras Teterevu fonds, Mareks Indriksons, Executve director of a private grantgiving founda-
ton without public beneft status, Former Director of a foundaton afliated to a commercial bank,
former member of the Public Beneft Commitee.
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3 Results

3.1 Types of foundaton

Out of the 38 organisatons which have been granted public beneft status for supportng science, 11 are
established as associatons (NGOs based on membership) and 29 as foundatons. All the associatons in
this group work as operatng project organisatons. All of them implement research as a supportng ac-
tvity to their main aims; educaton, environmental protecton, human rights protecton, health or social
assistance. Three associatons are aFliated to hospitals, and one to a university. One associaton also took
part in the survey.

Only two foundatons had applied for public beneft status solely for science — Inovaciju atbalsta fonds
(the Innovaton Support Foundaton) founded in December 2011, and Nodibinajums eksakto pétijumu
un tehnologiju atbalstam (the Foundaton for the Development of Natural Sciences and Technologies)
founded in 2010. Neither agreed to partcipate in the survey. Zinatnes fonds (the Science Foundaton)
joined this group in December 2013. Moreover, two other foundatons were established indicatng their
willingness to support innovaton and research; the Baltc Foundaton for Innovaton and Eksperimentalas
un minimdli invazivas kirurdijas zinatniski pétnieciskais centrs (the Scientfc Centre for Experimental and

Minimum Invasive Surgery) in 2013. [?¢]

Other areas of foundatons’ support/actvites other than science are educaton, health, the environment,
culture, charity and sports. The grantgiving and operatng foundatons are mainly aFliated to insttutons
promotng other areas of public beneft; universites (11) and hospitals (5).

The survey results reveal that out of 13 respondents two support research, one supports innovaton, six
foundatons support both research and innovaton and four reported that they did not support any of
these actvites in 2012. Eight foundatons gave reasonable data, and out of these fve were operatng, one
was grantmaking and two foundatons were pursuing both actvites.

28 Enterprise Register. Accessed 16 April 2014 from: htp://company.lursof.lv/abc_list/n/0?0=120



The ‘oldest’ foundaton was established in 1990, and the ‘youngest’ in 2010. One organisaton, registered
in 2004, contnues the traditons of a foundaton established in 1925. One supports solely research and
innovaton, four foundatons devote more than 50 % of their expenditure to R&I, and two less than 50 %.
Six foundatons indicated an interest in the results of the EUFORI Study. The quanttatve results of this
study in Latvia are not representatve, although they provide an impression regarding the size and scope
of the income and expenditure of foundatons in Latvia, as well as demonstratng the variety of their or-
ganisatonal structure.

Example of a grantmaking foundaton

The University of Latvia Foundaton was registered in 2004. It is an acknowledged philan-
thropic organisaton aimed at supportng outstanding, diligent (including the disadvantaged)
Bachelor’s, Master’s and Doctoral students, teachers, scientsts, as well as outstanding pro-
fessionals in educaton, science and culture in cooperaton with philanthropists and partners
willing to support educaton. The history of the Foundaton started in 1925 when philanthro-
pist Kristaps Morbergs (1844-1928) made a will donatng his real estate to the University of
Latvia. His example was followed by other philanthropists.

Only one foundaton works to solely support research (75 %) and innovaton (25 %). Four foundatons
stated that R&I is important, but not the only area of their support.

3.2 Origins of funds

3.2.1 Financial founders
The data from the survey suggest a variety of founders establishing foundatons. Out of nine, four were
founded solely by a private individual or a family; in one case the founders included a private individual, a
for-proft corporaton and a university; in one case only a proft-oriented corporaton; in one casea proft-
oriented corporaton, a university, a public sector founder and several scientsts, entrepreneurs and inno-
vators; in one case the foundaton was established by individuals — healthcare specialists; and in one case
the founder was a university.

The ‘compositon’ of the foundatons in the sample refects the variety of foundatons supportng re-
search and innovaton in Latvia, namely aFliaton to a university, aFliaton to a hospital or aFliaton to a
proft-oriented company. Several should be regarded as ‘project organizatons, established to implement
projects atractng funding from a variety of sources, including partcipaton in European Union Programs.

3.2.2 Income
The survey and other available informaton suggest that the annual income of a foundaton supportng
R&I is lower than 1.000.000 Euros.

29 University of Latvia Foundaton. Retrieved April 16, 2014, from htp://www.fonds.lv/par/skaitli-un-fakt/
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Table 1: Foundations’ income

Number of foundations 8
Mean in Euros 206 874
Median in Euros 89 697
Total income in Euros 1654994

0-100 000 Euros — four foundatons
100 000-1 000 000 Euros — four foundatons

The examples below show two foundatons and their annual income in 2011 and 2012, which corresponds
to the data revealed by the survey.

Examples of income

Latvijas Dabas fonds (The Latvian Fund for Nature)*

The largest operatng environmental foundaton in Latvia, established in 1990, a project-ori-
ented organisaton. It partcipates in EU programs, government funded programs, and imple-
mentng research and educaton projects. Reported turnover — LVL 149 294, or EUR 104 892
in 2011 and LVL 106 888 LVL, or EUR 75 121 in 2012. [*°]

Inovaciju atbalsta fonds (The Innovaton Support Fund)*

One of the public beneft foundatons supportng solely science, established in December
2011, a grantgiving organisaton which supports research projects. The founder is also a part-
ner in an investment fund fnancing innovaton. Reported turnover — LVL 133 049, or EUR
93 506 in 2011 and LVL 99 340, or EUR 69 816 in 2012. [** *The organisaton did not partci-
pate in the survey in the current report.

Endowments

Endowments are a recent development in Latvia. One excepton is the University of Latvia Foundaton,
which has secured one as a traditon from 1939, the historic year of its establishment. Several other
foundatons have started to develop endowments — for example, the community foundatons which were
inspired and supported by the Baltc American Partnership Program (a Program of the Soros Foundaton
Latvia) and the AB Foundaton (an afliate to a commercial bank). Another popular foundaton having an
endowment is Vitolu fonds (the Vitolu Foundaton), which receives investments mainly from expatriate
Latvians from countries with strong traditons of philanthropy. =2

30 Latvijas dabas fonds. Accessed 16 April 2014 from: htps://www.lursoF.lv/uznemuma-pamatdat/latvijas-dabas-fonds

31 Inovaciju atbalsta fonds. Accessed 16 April 2014 from: htps://www.lursoF.lv/uznemuma-pamatdat/inovaciju-atbalsta-

fonds

32 Interviews with overnment oFcials and representatves of foundatons.



Two foundatons reported income from an endowment in the survey. In one case, it was combined with all
the other origins of resources mentoned in the survey, and in the other case income from an endowment

was combined with donatons from individuals and corporatons.

In the frst case the single origin of the endowment is a donaton of money from the inital founder. In the
second case it is a combinaton of income from the inital founder, a property, a will and the proceeds from
privatsaton. In one case its expenditure is at the discreton of the trustees, in the other the maintenance
is combined with occasional spending at the discreton of the trustees.

Example of endowment management *

The endowment of the University of Latvia Foundaton consttutes USD 7 million (EUR 5 046
136). This endowment pools the resources of various patrons, ofen former students of the
University of Latvia, mostly of foreign origin. The resources are invested in various fnancial
areas such as bonds, deposits and securites. and only the interest earned is distributed with-
in various programs in accordance with the preferences of the donor. I All the contributors

to the endowment are listed and honoured on the homepage of the Foundaton. !

*This organisaton partcipated in the survey of the current report

Both foundatons with endowments ahev the ‘longest’ history in Latvia, and both support educaton and

science.

Donatons from individuals, corporatons and non-proft organisatons
As discussed previously, legislaton provides for generous tax deductons for corporatons donatng to
public beneft organisatons in Latvia. Individuals are also encouraged to donate. At the same tme, the
Law restricts the use of donated money, which encourages donatons for research and innovaton-related
actvites, but at the same tme discourages R&I projects.

Five foundatons reported donatons from individuals as their source of income. In all cases this income
was combined with other sources. The foundatons reported EUR 84 168 of income from individual dona-
tons in 2012, ranging from EUR 1 580 to EUR 31 796 to one foundaton.

Four foundatons reported donatons from proft-oriented corporatons. The total amount reported was
EUR 106 724, ranging from EUR 575 to EUR 95 216. None of the foundatons rely solely on corporate dona-
tons. One foundaton has had no success in fundraising at all, so their reported income was zero in 2012.

Individual and corporate donatons are used for diferent purposes depending on the type or partcular
actvity of each respectve foundaton. Grantgiving foundatons use their funds to fnance R&l-related ac-

33 Id.

34 Latvian University Fund. Accessed 16 April 2014 from: htp://www.fonds.lv/mecenat/
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tvites; travel grants, scholarships, organising scientfc conferences, praising excellence in research and/
or innovaton, establishing laboratories or auditoriums and communicatng the results of research. Op-
eratng foundatons implementng projects use the share provided by private donors to consttute the

necessary co-fnancing for larger EU and government funded projects [35],

When asked about the motvatons of individuals and families for donatng their income to foundatons, a
representatve of one grantgiving public beneft foundaton shared her observaton that the leading phi-
lanthropists of the respectve foundaton are Americans of Latvian origin, and that US tax policy encour-

ages bequests to public beneft purposes instead of leaving large savings to their children.¢!

One private grantgiving foundaton established by a family and without public beneft status had two basic
consideratons which shaped their decision to reject proposals to support research projects so far. First of
all, the partcular project ideas were commercial and in this respect the role of the foundaton would be
regarded more as that of an investment fund. Secondly, in order to evaluate a research project in a specifc
area there is a need for expert knowledge which the foundaton does not possess.[37]

Income from the government
Government funding is usually one of the operatng foundatons’ main sources of income making up the
necessary co-funding for larger, EU-funded projects. For example, the Latvian Environmental Protecton
Fund in the Ministry of Environmental Protecton and Regional Development runs project compettons
for NGOs. Therefore, private foundatons can apply for funding and implement government-funded pro-
jects. Sometmes a foundaton wins the right to redistribute government funds for partcular purposes —
for example scholarships or grants. ¢!

Example of diversifed income, including funding from the government
The DVIETE Project was implemented by two operatng public beneft foundatons promotng
science; the Latvian Fund for Nature and the Insttute of Environmental Solutons.

The aim of the project: The development of a methodology for the classifcaton and model-
ling of a habitat suitable for Corncrake based on hyperspectral remote sensing.

Financing partners: the EU LIFE program, the Latvian Environmental Protecton Fund (a gov-
ernment insttuton), ARK (a foundaton based in the Netherlands) and ELM Media (a fim
producton company).

35 Interviews with the government ofcials and representatves of foundatons.
36 Id.
37 1d.

38 Interviews with the government ofcials and representatves of foundatons Id.




Five organisatons answering the survey declared income from the government (EU funding included).
This consttuted a total of EUR 349 493, ranging from EUR 2 155 to EUR 162 855 per foundaton. In one
case the government representatve was a member of the Governing Board. This is an organisaton estab-
lished by a local government, a university and a business entty to pool resources for the implementaton
of science-intensive projects. There are no cases where the government representatves are members of
the Supervisory Board. Four organisatons have never distributed government funds. One organisaton
reports that sometmes it distributes government funding.

Regarding the percepton of the government’s infuence on the foundatons’decision making, two organi-
satons responded that there was no infuence or that it was minimal (zero and one out of ten); one said
it was moderate (fve); and one argued that the government’s infuence was an everyday practce, but
without any explanaton of its purpose or intended efect.

The interviewed foundaton’s representatves argude that there was no infuence by government ofcials
in decision making regarding resource gathering or allocaton. The only infuence is the Law, and in some
cases the interpretaton of the Law by ofFcers from the State Revenue Service and/or Ministry of Finance.
The stability of the legal framework was mentoned as a factor promotng the work of foundatons. [39]

Service fees, sales, etc.
As discussed previously, foundatons and associatons are allowed to generate income by providing ser-
vices and pursuing certain commercial actvites provided that these do not assume the role of the organi-
saton’s main actvites. If a public beneft organisaton generates this kind of income, at least 75 % of it
should go on public beneft actvites, and no more than 25 % can be used for administratve purposes.

Three foundatons reported an income from service fees in the survey. The total reported amount was
EUR 134 354 ranging from EUR 1 721 to EUR 123 563. One foundaton also mentoned EUR 1825 income
from other sources, which was not clarifed in greater detail.

The interviews suggest that income from economic actvites is not a common practce of grantmaking
foundatons. An excepton in some cases is rentng out real estate. This income is used to fnance their
grant programs. Operatng foundatons, on the other hand, may ofer the services of their experts as
researchers or the use of technologies they have developed or possess to the government or business

organisatons, thus generatng income to fund their projects. [40]

39 Id.

40 Interviews with the government oFcials and representatves of foundatons.
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3.3 Assets

Table 2: Foundations’ assets

Number of foundations 8
Mean in Euros 1106 6334
Median in Euros 73 695
Total expenditure in Euros 8 853 065

0-100 000 Euros — four foundatons.
100 000-1 000 000 Euros — three foundatons.
1 000 000-10 000 000 - one foundaton.

Most of the foundatons partcipatng in the current survey were established in the period between 2004
and 2010. Consequently, they do not possess large assets and most of them are aimed at either the imple-
mentaton of current projects or applying for new ones. One excepton is two foundatons having endow-
ments. In one case a foundaton had spent 9 % relatve to its assets and another 62 % in 2012.

3.4 Expenditure

Table 3: Foundations’ expenditure

Expenditure

Number of foundations 7
Mean in Euros 179414
Median in Euros 46 282
Total expenditure in Euros 1255901

0-100 000 Euros — four foundatons.
100 000-1 000 000 Euros — three foundatons.

Only one organisaton reported that its entre expenditure is directed toward supportng research and in-
novaton; an operatng foundaton providing funds for the development of cost-intensive high technology
solutons in physics. It partcipates in a variety of EU-supported internatonal projects and was founded by
various stakeholders including the Academy of Science and the local authorites.

Three foundatons dedicate more than 50 % of their expenditure to R&I. The other areas of they support

are educaton, health and environmental protecton. Two foundatons have spent less than 50 % on R&I.
Other areas of their support are educaton and the preservaton of cultural heritage.



3.4.1 Total expenditure

Table 4: Foundations’ expenditure by category

Expenditure by category Euro

Research 354 936
Innovation 95 166
Other 2630
Unknown 793 169
Total expenditure 1255901

Seven foundatons provided informaton regarding their expenditures — the total amount quoted by these
foundatons was EUR 1 255 901. Six foundatons reported their expenditure accroding to category. The
amount spent on research is EUR 354 936, ranging from EUR 0 to EUR 247 737 per foundaton. The amount
spent on innovaton is EUR 95 166, ranging from EUR 0 to EUR 82 579 per foundaton. EUR 12 630 was
spent on other actvites. Altogether, Latvian foundatons spent EUR 450 102 on R&lI, ranging from EUR O
to EUR 330 316 per foundaton in 2012.

The actvites they support include grants for outstanding researchers in various felds of science, the
promoton of the research results, partcipaton in scientfc conferences, as well as the implementaton of
science-intensive projects (operatng foundatons).

3.4.2 Research
The interviews suggest that there are obstacles against fnancing research. Firstly, if a public beneft foun-
daton supports a researcher, in most cases this can be considered as pursuing his/her private commercial
goals. 4]

As discussed previously, the foundatons supportng research and/or innovaton usually support these ac-
tvites within the framework of another public beneft area such as educaton, the environment, health,
social welfare or culture. In most areas, the subjects implementng research can be non-proft enttes in
order for the foundaton to be allowed to fund these actvites.

One excepton is health. If research is related to health issues, the insttuton conductng it is usually a
hospital — a commercial organisaton in Latvia. Subsequently, a foundaton is not allowed to transfer f-
nancing or pass on the results of any research to that partcular hospital. These results have to be publicly
available. If a pharmaceutcal company wants to donate towards the implementaton of a health-related
research, it may beneft from the results of the research; therefore foundatons also hesitate from engag-

ing in this kind of partnership. [

41  Interviews with the government ofcials and representatves of foundatons.
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Out of the 38 organisatons invited to partcipate in the research, one foundaton is afliated to the phar-
maceutcal company AS ‘Grindeks’ fonds ‘Zinatnes un izglitibas atbalstam’ (the ‘Grindex’ Ltd. foundaton
‘Support for Science and Educaton’). It works for the promoton of science and educaton. Among other
things, this foundaton supports compettons for new researchers and praises teachers whose students
have won Chemistry or Physics Olympiads, but it hesitates from supportng direct or applied research or

innovatons. [*°!

Basic research versus applied research.
Eight foundatons answered this queston on their profle. Three foundatons claimed that they support
only applied research, one only basic research, with three foundatons supportng both. Six foundatons
also submited their Fgures. It followed that they had spent EUR 2769 on basic research and EUR 315 353
on applied research. EUR 130 996 had been spent on direct research and EUR 223 940 to support re-
search-related actvites. These fgures say litle about the overall tendencies, but can give insight into the
annual expenditure on a specifc area.

Foundatons’ policies vary — some claimed that they support only or mainly direct research, and some
spent most of their expenditure on research-related actvites (20 to 80 %).

The foundatons reported that they had spent EUR 228 787 on grants and EUR 123 380 on their own op-
eratng projects.

Innovaton
Innovaton is also mainly supported in the areas of public beneft, except health, because of the reasons
guoted above. As for innovaton, fve foundatons who answered the respectve questons had spent EUR
206 201 on grants and EUR 117 734 on proactve projects. Two foundatons reported that they spend 100
% of the money earmarked for innovaton solely on their own projects. One foundaton supports innova-
ton mainly through grant programs.

3.4.3 Changes in expenditure
Three foundatons reported that their expenditure decreased in comparison with that in 2011. In one case
the decrease was signifcant — by 90 %, and it had stopped support for R&I projects in 2012. The same
foundaton forecast this poor performance to contnue into the following year. In two cases the decrease
was insignifcant — 9 to 30 %. In one case the situaton was the same as in 2011. In two cases their income
had increased by 12 % and 45 %.

Two foundatons planned an increase in expenditure in 2013. Two expected the same amount of expendi-
ture, and two were pessimistc and planned a decrease in 2013. Both of the later have no endowments,
and they do not expect to be successful at fundraising.

43 AS ‘Grindeks’ fonds ‘Zinatnes un izglitbas atbalstam.” Accessed 16 April 2014 from: htp://www.grindeks.Iv/Iv/par-
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An analysis of the results and expert interviews suggests that small operatng project organisatons that
depend only on EU projects are the most vulnerable. The organisatons with a diverse income base are
more optmistc. An endowment and well-developed donor relatons also give a sense of stability and a

positve future outlook. [+

3.5 Focus of support

3.5.1 Benefciaries
Only two foundatons specifed their benefciaries and the percentage of their support for each group.
One of them, a grantgiving foundaton, supports mostly individuals (85 % of their expenditure) and public
higher educaton insttutons. The benefciaries of the other, an operatng foundaton, are mostly govern-
ment and non-proft organisatons (40 % and 40 %), 5 % goes to a private higher educaton insttuton, 5 %
to research insttutes and 2 0% to business enttes.

3.5.2 Research areas
Six foundatons specifed the research areas they support:
One foundaton supports natural sciences and one medical sciences only. Four foundatons have diverse
support areas. The combinatons of these are as follows:

e Natural and social sciences.

= Natural, engineering, agricultural and social sciences.

e Social sciences and the humanites.

< Natural, engineering, medical and social sciences, and the humanites.

No changes to this support areas are planned.

In practce, two foundatons are afliated to universites. One works closely with a university, supportng
its students, professors and laboratories. The other supports educaton and science-related actvites at
all higher educaton insttutons on a compettve basis. One foundaton works on a specifc medical issue
related to sterilisaton technology. Three other foundatons are operatng ‘project’ organisatons. One is
working to develop innovatve solutons in environmental protecton, the other in the development of
resource-intensive technologies, and the third is an organisaton working to preserve cultural heritage.

3.5.3 Research-related actvites
Four foundatons provided informaton regarding support for research-related actvites. Each of them
mentoned several actvites. The transfer of technology and the disseminaton of research are supported
by three foundatons. Two foundatons also support actvites related to the categories of research mobil-
ity and career development, infrastructure, equipment and civic mobilisaton, and advocacy. Only two
foundatons specifed the amounts spent on these actvites, and in 2012 they exceeded EUR 1 000 in only
the transfer of technology transfer, with EUR 3662.

44 Interviews with the government ofcials and representatves of foundatons.
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3.6 The geographical dimensions of actvites
3.6.1 Geographical focus

Six foundatons defned themselves in geographical terms.

One foundaton considered itself 100 % regional and two identfed themselves as being 100 % natonal.
Two foundatons were 30 % and one foundaton 80 % on a European level. One foundaton considered
itself 90 % internatonal and one foundaton 10 % internatonal.

3.6.2 The role of the European Union

Seven foundatons provided their opinion regarding the best ways the European Union could contribute
to supportng their work. Seven foundatons mentoned collaboraton in projects as their main input, six
foundatons argued for the provision of fscal facilites, fve mentoned a framework for collaboraton.
Three foundatons thought that it is important for the EU to evaluate projects, and two saw the potental
for EU investment in databases and in awareness raising. The provision of a legal framework was men-
toned once. One foundaton argued that the EU should widen access to fnance consortums which are
managed by representatves from Central and Eastern European Countries.

3.6.3 Contributon to European integraton
The foundatons thought that they contribute to European integraton in terms of research issues (six an-
swers,) educatonal issues (fve), social issues (two) and cultural issues (two), although not revealing what
exactly they meant by that. One foundaton claimed that it enhanced the implementaton of the INSPIRE
Directve and free access to GIS Data. This Directve obliges natonal governments to generate and share
geospatal informaton for public and commercial use.

3.7 Foundatons’ operatons and practces

3.7.1 The management of foundatons
The decision-making practces reported by the foundatons revealed that annual strategies are usually
defned by the board. Boards can be either elected or appointed. In some instances foundatons also have
a Scientfc Advisory Board.

Only two foundatons reported having paid staf. In one case four people were employed, and in another
nine.

This can be explained by the fact that the other foundatons were aFliated to other insttutons which
undertake the administratve burdens of the foundatons’ management — a project coordinator, manager
and bookkeeper are employees of the ‘mother’ organisaton, a university or a hospital. For small operatng
foundatons the bookkeeping tends to be outsourced, but the roles of project manager and manager of
the organisaton can be assumed by the researchers on a voluntary basis. [43]

45 Interviews with the government ofcials and representatves of foundatons.




All of the eight foundatons who responded this queston have a governing board consistng of two to fve
members, and none of the foundatons had established a supervisory board.

There was also a variety of models for approving the foundatons’ annual strategies. In four cases this task
is delegated to a governing board; out of those, two foundatons appoint their own board members and
in two cases they are elected. In two cases strategic decisions are made by the original founder and the
governing board consistng of appointed members. In one case the strategy is approved by the founder, in
one case by the elected governing board and the general assembly of the foundaton, and in one case by
the appointed governing board jointly with the foundaton’s scientfc advisory board.

3.7.2 How do grantmaking foundatons support research?

The three grantmaking foundatons that responded to this queston apply a mix of strategies to receive
project proposals. They all preferred organising proactve project compettons, but they would stll also
accept the initatves of grantees without an actve competton framework. Foundatons have coherent
principles in place to request the evidence of how the allocated grants have been spent by the grantees.
All of them implement evaluatons of their programs. All the foundatons are also involved to a great ex-
tent in the implementaton of projects. There are no strict policies regarding supportng an organisaton
either only once or on a long-term basis. One excepton is a foundaton which prefers long-term coopera-
ton with a grantee.

3.7.3 Engagement in partnerships
Four foundatons reported having joint actvites. Out of these no cooperaton with other foundatons or
hospitals was mentoned. All cooperated with universites and research insttutes. One foundaton cooper-
ates with governments and other non-proft organisatons, and three cooperate with private companies.

The reasons mentoned for cooperaton were pooling money (four tmes); two foundatons mentoned
both expanding actvites and economy of scale. In only one case the reason for cooperaton was the pool-
ing of expertse and/or infrastructure.

Example of an organisaton pooling resources

‘Tehnologiju attistibas forums’ (The Forum for Technological Development, formerly the
Foundaton for Technological Development) was established in 2004. The founders were
public and private insttutons wishing to promote the knowledge-based economy in Lat-
via; the Academy of Sciences, Ventspils University, the Insttute of Physical Energy, Jelgava
City Council, the Insttute of Mathematcs and Informatcs, and several individuals: scientsts
and specialists in the promoton of innovaton. The mission of the Forum is to promote the
development of high technology and innovatons in accordance with natonal and EU policy
documents, and to promote the implementaton of innovaton and the development of high
technology in sectors with a high added value in order to develop the potental for the sus-
tainable development of the economy in Latvia.
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The associaton has partcipated in the following EU programs: Phare 2002, Phare 2003, Inter-
reg IlIC, ESF EQUAL, ESF, Norway and EEA grants and eContent. [*°]

3.8 Roles and motvatons
3.8.1 Roles

Seven foundatons answered the queston regarding their roles in the context of other supporters of R&I
projects. One foundaton never assumes a complementary or substtutng role, two never assume initat-
ing roles and two never assume compettve roles. Two foundatons always assume a compettve positon.
Four foundatons stated that they ofen assume a substtutng role. Three foundatons responded that
they always assume a complementary role.

The range of answers refects the various types of percepton pertaining to the governmental and non-
governmental sectors. If the founders assume that the responsibility for fnancing research and innovaton
projects lies with the government and/or, for example, families of the students, they would mark their
roles as being complementary and substtutng. On the other hand, those who believe in private initatve

and the market economy would employ more initatng and compettve strategies. (7]

3.8.2 Motvatons
The interviews, the survey data and an analysis of the publicly available informaton all reveal that re-
search and innovaton are not typical areas of support for private foundatons. Public beneft grantgiving
foundatons mostly concentrate on research and innovaton-related actvites, promotng the educaton of
scientsts, conferences, travel grants, and the communicaton of research.

Example of a foundaton aimed at supportng R&I actvites

The Science Foundaton was founded in 2013 by the Latvian Academy of Sciences to ac-
cumulate resources to promote and fnancially support the scientfc and academic work of
scientsts and students; to provide fnancial support for organising scientfc conferences; to
ensure the preparaton and publishing of books and scientfc literature; to address social
issues that might hinder the work of scientsts; and to ensure the implementaton of the

expectatons of donors. [*¢]

Since research and innovaton, especially in natural sciences, requires resource-intensive actvites, they
are mostly promoted by the government, EU programs and business investment. Private grantgiving foun-

datons in Latvia so far lack the resources to develop an appropriate level of expertse to evaluate project
proposals. [°]

46  Forum for Technology Development. Accessed 16 April 2014 from: htp://www.rural-inclusion.eu/?q=Iv/node/175
47 Interviews with the government ofcials and representatves of foundatons.

48  The Science Foundaton. Accessed 16 April 2014 from: htp://www.lza.lv/index.php?opton=com_content&task=view&id=

1797&Itemid=47

49 Interviews with the government ofcials and representatves of foundatons.



The exceptons are university and hospital-afliated foundatons, as these insttutons do have the exper-
tse required for project evaluaton. In practce, however, there is no record of these foundatons support-
ing research or innovaton projects. University-aFliated foundatons mainly focus on promotng educaton
and the development of infrastructure. A smaller proporton of their resources are dedicated to support-
ing research and/or innovaton. The reasons are threefold — constraints caused by public beneft legisla-
ton, a lack of ‘brilliant ideas’ to support, and (so far) a lack of philanthropists willing to establish programs
supportng science and/or innovaton (59 Foundatons aFliated to hospitals are even more restricted by
public beneft policy. Even if medical doctors are willing to conduct research, and if there is also a donor —
usually a pharmaceutcal company — policy prohibits foundatons from engaging in such partnerships, as
this research is viewed as being conducted by commercial enttes. (51]

Operatng foundatons are usually established and led by experts in specifc felds and are competent at
developing and implementng good quality projects. At the same tme, in order to obtain EU or govern-
ment funding there is a need for co-funding. Therefore, these organisatons apply for public beneft status
and accumulate donatons from private partners — individuals, companies and other nonproft organisa-
tons.

Example of an operatng foundaton established by scientsts

The Foundaton for the Development of Natural Science and Technology was established
in 2010. The goals of this foundaton are to develop a professional and internatonally rec-
ognised centre for applied innovatons; to promote the development and introducton of
modern technologies and their internatonal recogniton; to atract and support scientsts,
researchers and enthusiasts for the implementaton of qualitatve research; to organise -
nancial, material, technical and human resources for research and design; to popularise
the achievements of natural science, especially among students of schools and universites,
thus promotng their interest to study natural science; to promote the technical, social and
economic preconditons for the development and realisaton of the creatve potental of re-
searchers; to promote the development of science policy regarding natural science; and to

promote the forecastng of technical developments. [52]

This research did not reveal the existence of foundatons driven by an issue that can be solved
mainly by means of scientfc research and/or innovaton, yet which seems to be a mot-
vatng force for successful private foundatons in other countries. Even if some foundatons
are created for causes such as fghtng a disease, they are usually linked to a hospital and
serve to the patents’ treatment and afordability of the services, as well as to promote the
qualifcatons of the medical doctors. The development of new knowledge and approaches
for fghtng disease is rarely on their agenda. This research did not reveal any cases when a

52 Nodibinajums ‘Eksakto petjumu un tehnologiju attstbai’ Accessed 16 April 2014 from: htps://www.lursof.lv/uznemuma-
pamatdat/nodibinajums-eksakto-petjumu-un-tehnologiju-attstbai
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foundaton was created for the accumulaton and distributon of funds to support research or

innovaton for solving a partcular issue. [53]

53 Interviews with the government ofcials and representatves of foundatons.




4 Innovatve Examples

Due to the small scale of the foundaton sector, there are only a few foundatons that stand out in terms
of innovatve examples.

Here we will give two examples demonstratng innovatve projects supported by both types of founda-
ton characteristc to Latvia — a grantgiving foundaton working for the beneft of public educaton, and
an operatng foundaton founded by scientsts working to support natural science and the environment.

The frst example shows how grants have supported the implementaton of an idea that serves all the
schoolchildren and teachers in Latvia and other countries in order to learn and teach theoretcal concepts
using comprehension. The Internet tool they use is interactve, and the resources are built by its users and
monitored by volunteers.

The second example shows how an operatonal foundaton developing science-intensive technology has
pooled its resources and comes up with creatve solutons for environmental protecton.

Both examples were mentoned by the foundatons partcipatng in the current survey.

The Latvian Educaton Foundaton has supported the elaboraton of an innovatve tool for learning. It pro-
vides a platorm for sharing ideas on how students imagine theory can be put into practce; their visualisa-
ton of the subject mater. Comprehension is essental in almost any taught subject: science, mathematcs,
law and many others. The online portal is open for students to submit their ideas which contribute to
understanding theoretcal concepts, which in turn are reviewed by instructors and added to the online
platorm. Examples on how to comprehend theoretcal concepts can be found in Latvian, Russian and
English. °* The website of the project is at: www.goerudio.com

The Latvian Educaton Foundaton is a grantgiving foundaton established in 1990 by the University of
Latvia, the Insttute of Organic Synthesis, the publishing house ‘Zinatne, the Second Secondary school,
the newspaper ‘Izglitba,’ the newspaper ‘Kultdras avize,’ as well as two individuals Romans Vitkovskis and

llgvars Forands. [°°]

The Insttute for Environmental Solutons in partnership with Riga Technical University created a unique
fying hyperspectral laboratory in 2013. This is the Aircraf BN-2T-4S Defender made for aviaton works
with nine mutually integrated devices on board. They can gather data from a wide diapason of the elec-
tromagnetc spectrum — from 280 nm to 12 000 nm, a total of up to 721 spectral channels.

54 Project Goerudio. Accessed 16 April 2014 from: htp://www.goerudio.com

55 The Latvian Educaton Foundaton. Accessed 16 April 2014 from: htp://izglitbasfonds.lv/Iv/par-mums
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The fying laboratory gathers data containing manifold informaton for the analysis of various ecosystems
(forests, meadows, lakes, wetlands etc.), the structure of their components, as well as their chemical
structure, biomass and biological diversity. The informaton will serve to develop new products in forestry,

water resource management, spatal planning etc.

So far, projects including the following have been implemented using the technology in various partner-
ships:

e Methodologies for herbaceous community identfcaton and biomass volume measurement using
laser scanning-derived aviaton and hyperspectral data.

e The development of a methodology for the classifcaton and modelling of habitats suitable for the
corncrake based on hyperspectral remote sensing.

e Adesign for a methodology for countng seabirds using high-resoluton digital aerial photos and ther-

mal images.

The Insttute for Environmental Solutons is a modern scientfc organisaton which uses current IT and
aviaton-based remote research to create knowledge and applicable solutons for the sensible and sustain-
able use of environmental and natural resources. Projects at this insttute have pooled together leading
young scientsts from areas such as biology, chemistry, hydrology, the environment, physics, mathematcs,
computer science, spatal planning, forestry etc. Synergies of these sciences allow for fnding creatve and
complex solutons and creatng a foundaton for innovaton. The Insttute assumes that an important part
of research and innovaton is internatonal cooperaton; therefore, one of the fundamental values of the
Insttute is openness. The team consists of scientsts and practtoners from Latvia and other countries. %

56 The Insttute for Environmental Solutons. Accessed 16 April 2014 from: htp://www.videsinsttuts.lv/?page_

id=227&lang=en



5 Conclusions

5.1 Main conclusions

The philanthropic traditon in Latvia is largely characterised by historic sentments about the pre-war pe-
riod and the new realites afer Latvia regained its independence in 1991. The economic situaton has not
been favourable for most individuals to acquire wealth. At the same tme, people are compassionate, and
this can be observed in individual donatons to people in need and other causes. So far science has not
been among the most popular causes for support.

Since 2004, Latvian natonal legislaton has set up favourable administratve and fscal conditons for estab-
lishing foundatons. However, if the donors want to beneft from generous tax deductons, there are limits
that infuence further decisions to support research and innovaton. Tax deductons are not applicable if
the donatons bring about an income related to commercial interests of either companies or individuals.

The foundaton sector supportng research and innovaton initatves is young, small and not yet signif-
cant in terms of overall R&I funding in Latvia. The main sources for R&I funding in Latvia are the State
budget, EU programs, commercial banks and private investment funds. Sometmes the government and
EU programs supportng research and innovaton are channelled through commercial banks and invest-
ment funds.

Those few private foundatons which do not have public beneft status, have so far not been interested
in fnancing R&l intensive projects. One of the reasons for this is the lack of expertse needed for the in-
formed and competent selecton of projects to be supported.

The Register of Public Beneft Organisatons suggests that fewer than 50 private public beneft organisa-
tons have expressed a willingness to fund science. °”! These are mainly either foundatons affliated to
‘science intensive’ insttutons, such as universites and hospitals, or organisatons established by scien-
tsts. Most of them have applied for and been granted public beneft status and succeed in supportng
research and/or innovaton indirectly, within the framework of related actvites.

Public beneft grantgiving organisatons mostly focus on research and innovaton in public beneft areas
such as educaton, culture, history, or in other words the humanites. They are hesitant about supportng
resource intensive sciences such as natural science. The later is supported by operatng foundatons es-
tablished by scientsts or their insttutons.

57 The Register of Public Beneft Organisatons. Accessed 16 April 2014 from: htp://www6.vid.gov.lv/VID_PDB/SLO
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This research did not reveal any foundatons motvated by issues to be solved through research and/or
innovaton in Latvia. Issue-driven scientfc insttutes are usually State-run insttutons or are afliated to

universites.

5.2 The strengths and weakness of the R&I foundaton sector
in Latvia

This research shows that the foundaton sector is in its inital stage of development. Most of the organisa-
tons created to support science have a history of less than ten years. It is stll too early to talk about an
established R&I foundaton sector. None of the organisatons partcipatng in the current survey, as well
as others claiming their intenton to support science when choosing the legal status of ‘foundaton’ for
their NGO, can claim to be important players in supportng science. Most foundatons are created to serve
the interests of scientfc insttutons (universites, hospitals) or groups of scientsts ensuring they work in
their area interest, or of groups of practtoners securing an opportunity to access the scientfc knowledge
necessary for their work. Some foundatons are created by enthusiasts who are willing to promote science

in general, or some of its branches.

At the same tme, a variety of organisatons working in this feld have accumulated enough experience
that could lead to growth to a point where publicly visible private foundatons supportng science will
contribute at least as much to the overall science budget as the universites (1.5 % of all investment in
science in 2012).

Strengths
Foundatons in Latvia have implemented a variety of organisatonal and decision-making models. There
are opportunites to learni from each other in this respect, even if the foundatons work in diferent areas.

Foundatons apply various fundraising strategies and funding sources. Two organisatons have valuable

experience in running endowments, thus ensuring fnancial sustainability.

Most foundatons are open to the internatonal context in their work. They are engaged in cooperatve
projects in internatonal networks. Some foundatons are successful in atractng funding from foreign
private donors and patrons.

In providing a resource-intensive characterisitc to their research and innovaton projects, some founda-
tons have found useful ways of pooling resources between various organisatons and sectors.

Opportunites
There is no competton in terms of startng an issue-driven grantgiving foundaton in almost any area in
Latvia. The legislaton is favourable. An issue-driven grantgiving foundaton would fall within the criteria
of the Public Beneft Organisaton Law.



The government’s austerity measures have lef many issues to be solved by society and, as a result, there
is a pool of scientsts and insttutes looking for new opportunites.

There are many successful foundatons promotng research and development in other European coun-
tries. Their experience is a useful resource yet to be explored.

Weaknesses
The main weakness of the sector is a lack of foundatons driven by issues to be solved through research

and/or innovaton.

The administratve capacity of foundatons is low. Only two foundatons partcipatng in the current survey
have permanent employees. Therefore almost all the operatng foundatons supportng science are ‘invis-
ible.” They work quietly and successfully on their projects.

Grantgiving foundatons (although not all of them) are more visible; afew of them promote research and
innovaton and run programs supportng R&l-related actvites.

The Fnancial sustainability of foundatons is also generally low, with the excepton of those having endow-

ments.

Although legislaton allows for establishing testamentary foundatons, none have yet been established in
Latvia. The bequests to existng foundatons are lef mostly by US citzens S as a consequence of US inherit-

ance laws.

Threats
The economic preconditons for fostering philanthropy are stll unfavourable. Latvia is a small economy
with a small industrial sector and a relatvely poor society. Only 48 % of Latvians have any savings. A high
number of people are subject to poverty risks and the middle class is almost non-existent. Strong tradi-
tons of philanthropy are not yet developed in society.

5.3 Recommendatons

Foundatons could consider organising an informal or formal associaton for pooling their resources to
develop this sector in Latvia. The role of initator and coordinator could be considered and assumed by the
Science Foundaton, which is aFliated to the Academy of Science.

This Associaton could be the place to share the best administratve and fundraising practces among the

existng foundatons. Another task of the Associaton would be to bring to Latvia the experience of success-
ful foundatons supportng R&l, and to demonstrate a variety of models from other European countries.
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Foundatons should increase the visibility of their eforts in promotng research and innovaton.

In order to ensure the fnancial sustainability of existng foundatons, it is advisable to consider establish-

ing endowments.
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