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1 Contextual Background

1.1 Historical background

Philanthropy as a backstage for the foundaton arena has deep roots in Lithuania, but has experienced a
number of historical set-backs. Benevolent acton in Lithuania, as well as all over the Europe, in its most
basic historical meaning is related to the paradigm of Christanity. On the other hand, it could be assumed
that the Church has not been as infuental in Lithuania as in other Western countries, and there has been
a strong focus on cultural aspects as well. Philanthropy in the Grand Duchy of Lithuania (7th/8th-18th
centuries) emerged as a part of aristocratc culture and behaviour. Aristocracy put an emphasis not only
on relieving social dysfuncton but also on social development, and especially on cultural progress. It was
compulsory to donate to the poor during the nobility’s feasts, inauguratons and even funerals. Private
aristocratc philanthropy mostly predominated and in some cases the aristocracy paid for the studies of
talented youth.™*!

The 13th-15th centuries were also signifcant with the development of guilds and livery companies related
to the Hanseatc League, and could be identfed as the roots of contemporary foundatons. Nevertheless,
the Church also had some impact on research and development; for example in the 16th century the
Jesuit order established the University of Vilnius, which became a source of cultural innovaton in Lithu-
ania. In the 18th century, during the decline of the Grand Duchy of Lithuania, there was the beginning
of modern society, which gave us formal and informal social unions and associatons. Philanthropy in
Lithuania acquired modern and secular aspects, and foundatons came into existence. The 19th century
in Lithuania saw a period of Russian empirical occupaton that prohibited any cultural development, and
eventually there appeared a lot of secret natonal self-help organisatons/foundatons which focused on
maintaining Lithuanian culture. The whole period leading up to WWI was very actve for Lithuanian civil
society and philanthropy; aid for the occupied naton took priority over aid for social needs, with a main
focus on educaton.

Afer WWI Lithuania returned to the politcal map of Europe, and philanthropic missions to some extent
was taken up by the government. Nevertheless, the number of foundatons was growing rapidly and the
Teld of philanthropic aid contnued to consist of not only relief for social dysfuncton, but also cultural
development. For example, the Foundaton of Christan Love, in its statute of 1924, declared among its
main aims not only ‘to build hospitals,” but also ‘to build schools, libraries and bookstores.’ 2! Thus, the
traditons of private charity, personal help and foundatons contnued to be fairly strong in Lithuanian
society. The development of foundatons was disturbed by the Soviet occupaton in 1940. Afer WWI,
during the Soviet period, foundatons did not exist at all as any private initatve was strictly prohibited by

1  Vaidelyte E. Philanthropy in post-Communist Lithuania. Doctoral dissertaton, 2006.

2 Journal of Lithuanian Christan Women’s Associaton, 1924.
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the regime. At that tme there were some Lithuanian foundatons abroad (USA, Australia) established by
the Lithuanian refugee intelligentsia which focused on supportng Lithuanian culture, Lithuanian studies,
etc. (for example the Lithuanian Foundaton in the USA and the Australian Lithuanian Foundaton). Some
of these foundatons are stll very actve nowadays.

The post-Soviet period was signifcant, with a growing number of NGOs in Lithuania. In 1994 there were
1302 registered NGOs in Lithuania, and in 2012 the number of NGOs was over 24 000. ! However, foun-
datons make up a small part of the entre NGO pool. In 2012 there were registered 1 349 foundatons in
Lithuania (the Lithuanian Center of Registers, 2013). Nevertheless, most of the foundatons are focused on
reducing social dysfuncton, increasing cultural potental, the empowerment of youth, women and other
groups in society, solving health problems, promotng healthy lifestyles, supportng sports actvites etc.
Thus, R&l is mainly funded by several governmental foundatons and agencies. The concept of ‘Research
and Development (R&D)’ is ofen used in governmental discourse about research funding. The natonal
government has a high impact on settng priorites for funding; up to now it has been the Ministries which
are the governmental bodies that make decisions. The lack of private initatve in R&I funding in Lithuania
could be explained by the specifc situaton that has arisen due to numerous historical issues, and which
are discussed further in this study.

To sum up, the main feature of foundaton’s historical roots in Lithuania is the parallel of social and cul-
tural aims that have existed over the centuries. Depending on the historical period, cultural aims have
sometmes been given priority over social ones. Fify years of Soviet occupaton in Lithuania has resulted
in a specifc mentality and a strange approach towards science and innovaton funding, as well as the eco-
nomic situaton that is discussed more in detail in the following chapters.

1.2 The legal and fscal framework

The legal defniton of foundatons in Lithuania. According to the Law on Charity and Sponsorship Funds 41
‘A fund is a public legal person of limited civil liability having its own name and the objectve of providing
charity and/or sponsorship and other support, in accordance with the procedure laid down in the Law on
Charity and Sponsorship Funds of the Republic of Lithuania (hereinafer referred to as the “Law on Charity
and Sponsorship™) and this Law, to legal and natural persons in the felds of science, culture, educaton,
arts, religion, sports, health care, social care and assistance, environmental protecton as well as in other
Telds recognised as selfess and benefcial to society. The name of the fund shall contain the words “char-

ity” or “sponsorship” or “charity and sponsorship.

The most important laws related to foundatons in Lithuania are as follows: the Civil Code of the Republic
of Lithuania, the Law on the Development of Non-governmental Organisatons, the Law on Public Estab-
lishments, the Law on Charity and Sponsorship Funds, and the Law on Associatons.

3 Lithuanian Center of Registers, 2013 htp://www.registrucentras.It

4 Law on Charity and Sponsorship Funds, 1996, No [-1232.




Recent changes in legislaton: the very frst Law on Charity and Sponsorship Funds was adopted in Lithu-
ania in 1993. This Law underwent several amendments in 1996, 2001, 2006 and 2012.

The latest amendments to the Law on Charity and Sponsorship Funds on 19 June 2012 introduced the
following major changes: establishing a provision that a charity recipient must be a natural body, while an
organisaton may only be a support recipient; support can be provided not to programs, but to non-gov-
ernmental organisatons; the NGO itself has become responsible for the proper utlisaton of its support;
the concept of an anonymous donor was established etc. The amendments also clarifed the manage-
ment, operaton, reorganisaton and terminaton (or liquidaton) of legal enttes bearing the legal form of
‘charity and support foundaton.’

The most important amendment includes a defniton of the concepts of endowment, endowment capital
investment and endowment capital management; the principles of overall endowment management; ad-
ditonal requirements for statutes of charity and support funds managing endowments; the specifc char-
acteristcs of governing bodies; endowment formaton and management procedure; and the peculiarites

of the terminaton of management. [°!

Under the provisions of the Law, an endowment can only be managed by a foundaton whose Statues es-
tablish endowment management as one of its actvites. Endowments can be made in one of the following
ways: either by donors transferring endowment funds (no less than LTL 250 000) to a foundaton, or by
forming an endowment fund from their own funds at a foundaton’s initatve. An endowment managed
by a foundaton at the decision of the general shareholders' meetng can be increased from their endow-
ment income, but not by more than 50 %, or from funds transferred to the endowment by support donors.
The Law also states that a reduced endowment has to be restored within three fnancial years afer the
date of the registraton of the frst endowment decrease with the Register of Legal Enttes. If an endow-
ment managed by a foundaton is not restored in three years, or if the capital falls by more than 30 % from
the average endowment capital registered in the course of the last three fnancial years, a foundaton will

be required to terminate the endowment management in accordance with the Law.

The mere existence of the Law can be viewed as the greatest boost for the development of philanthropy in
Lithuania. Its efFcacy, however, depends on its applicaton in reality by all the stakeholders. However, the
fact that only one endowment has been established in Lithuania since the adopton of the amendment in
2012 clearly proves that the Law stll has some limitatons and/or drawbacks.

The Legal defniton of diferent types of foundaton: in Lithuania there are two basic legal forms of or-
ganisaton (public establishments and charity and sponsorship funds), whose actvites are based on con-
tributons. When the development of the NGO legal environment in Lithuania was launched right afer
independence in 1991, these legal forms were clearly separated from each other. One reason could be the
fact that untl 2004 only ‘public establishments’ were allowed to carry out economic actvity. In the long
run, both forms became strikingly similar. Even today it is stll difcult to explain why quite a few founda-

5  Law on Amendment of the Law on Charity and Sponsorship Funds, 2012 (Artcle 2).
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tons in Lithuania are operatng in accordance with the Law on Public Establishments, while the rest have
opted for the Law on Charity and Sponsorship Funds. [°!

A short descripton of the fscal framework:

e With the approval from the amendments to the Law on Charity and Sponsorship Funds in 2001, one
signifcant sub-provision was lost. In the earlier version the Law ofered individual private donors a tax
break of up to 15 % of their annual income. However, this tax relief was abolished by the current Law.

e Lithuanian companies enjoy a tax break of up to 40 % of their profts when they donate to any insttu-
ton which has charity recipient status (these could be schools, museums, libraries and NGOs, includ-
ing foundatons);

e Foundatons (like all other NGOs) have the right to pursue economic and commercial actvites which
are not prohibited by the Law, which do not contravene its Statutes or the purposes of its actvites,
and which are necessary to atain the fund’s objectves.

e Pursuant to the Law on Corporate Income Tax (CIT) and the Law on Charity and Sponsorship Funds, a
foundaton is regarded as a non-proft entty and is exempt from CIT unless it receives income from
any economic actvity. The part of the taxable proft of non-proft enttes whose income from business
or economic actvites does not exceed LTL 1 million during a tax year, is taxed at a rate of 0 %, and
the remaining part of the taxable proft is taxed at a rate of 15 %. If income from business actvites
exceeds LTL 1 million during a tax year, all of the foundaton’s income will be taxed at a rate of 15 %.

» Another advanced legal prerequisite in Lithuania is the 2 % Law, which is sometmes viewed as a
‘percentage philanthropy’ model, which, in fact, it is not. The central idea of percentage philanthropy
is that taxpayers may designate a certain percentage of their income tax paid to a specifc non-proft
organisaton, and in some cases other organisatons, mainly churches. This percentage in Lithuania is
up to 2 %; in Hungary, Romania, Poland and Slovakia it is up to 1 %.

1.3 The foundaton landscape

The number of foundatons: there are no fully reliable statstcs in Lithuania as regards the total number
of NGOs (including foundatons) or their classifcaton in terms of legal status. Besides, legal and statstcal
classifcatons only partally refect the actvites of organisatons, and they can hardly be identfed with
the internatonal or academic classifcaton of NGO/foundaton felds or areas.

According to one overall feasibility study, [’/ there were 1 213 charity and support funds (with 233 full-
tme employees) and 5 211 public establishments (with 2 510 employees) in Lithuania in 2009. In fact, the
number of foundatons has remained prety stable to date, while the number of public establishments has
slightly increased. About half of the charity organisatons are foundatons.

6 Legal Regulaton of Foundatons in Lithuania, NGO Law Insttute, 2006

7 Feasibility Study for the NGO Subsidy Scheme of the Lithuanian and Swiss Cooperaton Programme. Ministry of Finance,

Centre for Social and Economic Development, Vilnius, 2010.



The most important types of foundaton: about 500 foundatons are private and/or family ones. The ma-
jority of other foundatons were established either by groups of individuals or NGOs. The actvites of
foundatons vary a lot depending on their founders’ goals, the target groups, sources of funding etc. For
example, there are foundatons which were established to support schools, libraries, kindergartens, mu-
seums etc. There are over 20 corporate foundatons. Moreover, many popular politcians (including the
former President and his wife) have their own foundatons. There is also an increasing tendency among
wealthy Lithuanians (including expatriates) to set up funding for legal enttes or to provide funding an-
other way.

While the priorites and selecton criteria of private foundatons (such as those of politcians) are accessi-
ble by the public, the majority of others do not publish informaton on their policies and interests; they do
not disclose their fnancial data, or they are not, so to speak, ‘public-friendly.’ In fact, charity and support
funds are regarded as the richest NGOs, even though statstcs proving this fact can barely be found. Ac-
cording to the data provided in the aforementoned feasibility study, the budgets of almost half of NGOs
(including foundatons) consist of funding EU and other foreign foundatons (24.2 %), government and
municipal budgets (22.6 %), private funds (19.5 %), a 2 % allocaton (12.8 %), income from services (3.5
%), and other sources (9.3 %). Statstcs on budget structure and the legal status of NGOs are not available.

Only a few foundatons are grantmaking ones (e.g., the Kazickas Family’s Philanthropy, and the public es-
tablishment ‘Goodwill Projects’ with the very frst online donaton portal in Lithuania), while the majority
of other foundatons distribute only charity and non-monetary support to individuals.

The dominance of foundatons’ areas of support (R&l compared to other areas of support): there are
several foundatons which were established by relevant government insttutons. In fact, they are regular
government agencies with the mission of distributng EU and natonal government funds for projects
and programs covering a huge range of issues. Research and innovaton is not the direct object of their
grantmaking portolio. However, support for the projects of some educatonal insttutons has very clear
indirect connectons with the overall goal of the promoton of research and innovaton.

The number of R&I foundatons, their assets and expenditure (not EUFORI data): the situaton of R&I fund-
ing in Lithuania has recently improved slightly. Even though there are only a few small private foundatons
focused on R&l in Lithuania, some new business initatves are bringing some optmism for the future. The
poor landscape of the R&I foundaton sector could be explained by at least two main reasons that were
explained during our interviews with experts. Firstly, the legacy of the Soviet mentality is ofen noted as
the main obstacle against the development of private funding in the public policy context, as well as in
the academic or business domains. Secondly, the uncertain economic situaton in Lithuania may also be
having a strong impact on the foundaton sector.

According to the results of the qualitatve data, the following obstacles have impeded the adequate de-
velopment of Lithuanian’s foundaton sector: a specifc approach towards research, a lack of a sustainable
funding ‘from idea to fnal product’ system, a focus on quantty while ignoring quality measures, a lack
of high level competence, legal gaps (e.g., a complicated public procurement system) and others. The
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abovementoned issues are determined by inept scientfc traditons during the Soviet period: a warped
approach towards social science as a source of propaganda, isolaton from the Western academic com-
munity etc. However, the current situaton is changing fast and there are a lot of promising signs that the
foundaton sector in R&I in Lithuania will change for the beter soon. For example, the Nextury Ventures
Fund launched in December 2013 (see more below under Innovatve examples). The prospects for the
future development of the R&I foundaton sector are closely related to the impact of the natonal govern-
ment and EU policy. The natonal government is expected to provide an appropriate legal framework and
to partcipate actvely in changing current public opinion towards R&I. The EU’s role is distnguished as
contributng to raising awareness about foundatons, providing a legal framework, as well as a structure to
enhance collaboraton between all the partcipants in this domain.

1.4 Research/innovaton funding in Lithuania

Today there are hardly any private foundatons in Lithuania supportng R&l. A few companies providing
support for the relevant goals are doing this in an inconsistent manner within the framework of private
companies, and with no separate legal body as a funding insttuton.

No statstcs are available on expenditure on R&D&I in the nonproft sector. Total expenditure for the
R&I&D sector in 2012 by the government and the business sector are summarised in Table 1 below:

Table 1. Total expensediture on R&I&D in Lithuania

Sector (year 2012) LT millions EUR millions
Fundamental Research 374.1 108.34
Applied Research 408.4 118.28
Development of Technologies 243 70.37
Total expenses R&D 1025.5 297.00

The percentage of GDP spent on R&D (GERD): according to the data of the Department of Statstcs of
Lithuania, joint R&D spending in 2012 accounted for 0.9 % of GDP, while the EU average R&D expenditure
amounted to 2.06 % of the GDP. The Lithuanian public sector R&D expenditure is signifcantly higher than
that of the business sector. The public sector’s expenditure on R&D in 2012 amounted to 0.66 % of the
GDP, while that of the business sector is only 0.24 % of the GDP. The total expenditure on R&D in 2012
compared to 2011 increased by 5.1 %. The support from EU structural funds made a signifcant impact on
the overall growth of R&D spending.

Innovaton performance: based on the Innovaton Union Scoreboard indicators of 2013, Lithuania’s Sum-
mary Innovaton Index in 2012 was 0.28 (2011 — 0.271), while the EU average in 2012 was 0.544 (2011 -
0.531). According to the current data of the Innovaton Union Scoreboard, Lithuania has made signifcant
progress in the feld of innovaton. Lithuania’s average growth in innovaton is one of the largest in the
EU-27 and represents 5 %. From the modest innovators group, Lithuania has moved to the medium group



of innovators, where there are such countries as Italy, Spain, Portugal, the Czech Republic, Greece, Slova-
kia, Hungary and Malta. The program aims at the overall strengthening of agricultural innovaton, while
Lithuania will atempt for its Summary Innovaton Index in 2020 to be equal to the index average of the
EU-28 Member States.

Comparing the amount of support for R&I from foundatons, the government and private business. Al-
most all support for R&l comes from the natonal government and EU funds. Lithuania’s level of R&D afer
a few years of stagnaton substantally increased in 2011 (0.92 % of the GDP). However, this fgure is st
twice as low as Lithuania’s target for 2020. Most of this increase took place in the public sector and is due
to progress in implementng R&D-related projects fnanced by EU Structural Funds.

The business sector fnances only about 28 % of the total R&D expenditure, and is stll one of the low-
est in the EU. Afer some progress in the early 2000s, business R&D hardly changed between 2006 (0.22
%) and 2011 (0.24 %). Business R&D was most afected in the services sector and somewhat less in the

manufacturing sector.

As established in the Natonal Progress Program for 2014-2020, Lithuania aims at increasing its govern-
ment investment in R&D up to 1.9 % of the GDP in 2020, and also at maximising the private sector‘s
growth in terms of investment in R&D.

One of the main obstacles against increasing investment in higher value added products and R&D is a
lack of capital for innovatve actvites which are related to high-risk, long-term payback of projects, and
require large investment. According to the data from the European Venture Capital Associaton, venture
capital investment in the Baltc countries in 2009 accounted for just 0.01 % of the GDP, and was the lowest
in the EU.

The most important targets and priorites in R&I policy in Lithuania: this Program aims at strengthening
the innovatveness of Lithuania’s economy and it also seeks that Lithuanian summary innovaton index
will reach the European average in 2020. On 16 May 2012, the Parliament of the Republic of Lithuania
approved the Natonal Progress Strategy ‘Lithuania 2030’ (hereinafer — the Strategy). The Strategy was
drafed by the State Progress Council made up of experts and society leaders and led by the Prime Minis-
ter. The Strategy establishes Lithuania‘s long-term vision and lists priorites of changes in three key areas
ttled Smart Economy, Smart Society and Smart Governance. The Strategy also establishes some key in-
dicators to be reached by Lithuania by the years 2020 and 2030. For example, Lithuania has to be in the
top ten among the EU member states according to the following indices: Happiness, Compettveness,
Democracy and Percepton of Corrupton, and at least one Lithuanian university has to be in the top 300
universites in the world by 2030.

On the basis of this Strategy, on 28 November 2012, the government approved the Natonal Progress
Program for Lithuania for the period 2014-2020 (NPP). This Program is expected to serve as a basis for the
EU Structural Fund‘s support for the next program period. The investment priorites concerning research
and innovaton policy come under the priority areas ttled Smart Economy and Smart Society. It is pro-
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jected that at least 11.44 % of all NPP (natonal and EU SF) funds will be invested in the development of
the networked economy, and oriented towards the creaton of higher added value. The policy’s focus is on
innovaton networks and research collaboraton, joining global networks and entering global value chains
as well as fostering innovaton in business and demand for innovaton. Another 14.23 % of the funds are
planned to be invested in educaton, culture and basic research (e.g. mobility, research infrastructure,
compettve research funding etc.).

On 5 December 2012, the Lithuanian government approved the State Studies and R&D Programme for
2013-2020. This program sets long-term R&D policy targets, such as R&D intensity should reach 1.9 % of
the GDP by 2020 (0.92 % in 2011), annual internatonal patent applicatons should reach 150 (39 in 2011),
and at least two Lithuanian universites should be among 500 world’s best academic insttutons by 2020.
On 24 October 2012, the Lithuanian government approved an updated document ttled Concept of the
Establishment and Development of Integrated Science, Studies and Business Centres (Valleys) (hereinafer
—the Concept). This new Concept provides the basis for the contnuaton of investments in the fve science
‘valleys,” and also defnes steps on settng the priorites for investment into research and innovaton in the
context of smart specialisaton. The Concept establishes that priorites will be approved by the govern-
ment on the basis of an analysis performed by an internatonal group of experts. It also intends to launch
a specifc program to fund some ‘joint projects’ in the defned priority areas. The Agency for Science,
Innovaton and Technology (MITA) has received a mandate to coordinate the implementaton of ‘joint
projects’ and develop a project pipeline. Moreover, the Concept provides the basis for the establishment
of a new coordinatng body — the Strategic Council for Research, Development and Innovaton under the
Prime Minister’s Ofce.

Below there are some data about Lithuania's failures and achievements as compared to other EU coun-
tries or worldwide. The data were taken from the Innovaton Union Scoreboard, the Public Sector Innova-
ton Scoreboard, the Global Compettveness Report of 2013-2014 and some other surveys:

Failures:

« Lithuania is lagging behind the EU average in terms of the number of SMEs implementng technologi-
cal and non-technological innovatons.

e Lithuania is also far behind the EU average in terms of the protecton of intellectual property and the
income derived from intellectual property licensing.

= According to university and business collaboraton indicators, Lithuania ranks 28th out of 148 coun-
tries, and is ranked 12th place among the EU Member States.

« Lithuania‘s integrated science, studies and business centres — the so-called Valleys — do not meet its
business needs.

e Lithuania lacks strong, sustainable clusters and incentves for strengthening relatons of cluster partci-
pants. Currently the performance of clusters depends largely on the support from EU structural funds;

= Avery small part of Lithuanian public sector organisatons are innovatve.

e Lithuania is ranked 40th place out of 142 countries (Estonia is 25th, and Latvia is 33rd) according to
the Innovaton Efciency Index (in 2013 the rankings of the three Baltc states were 105, 51 and 74,

respectvely).



e According to a new Innovaton Performance Index, which the EC designed in 2013 to evaluate the
impact of innovaton on the economy, Lithuania is among the least (the last but one) innovatve coun-
tries in the EU.

Achievements

e Although Lithuania’s ICT sector is directly responsible for 2.2 % of the GDP (2011), and in the EU 5 % of
the GDP, but the sector's contributon to overall productvity growth is much higher due to its inherent
dynamism, innovaton and impact on other sectors of change.

e According to the number of R&D employees, Lithuania is not far behind the EU average. Most R&D
employees work at higher educaton and government insttutons, while many more R&D employees
work in most EU member states.

e Inrecentyears, State measures for applied research, technological development and innovaton have
had a positve impact on business R&D investment.

e Lithuania‘s ranking was relatvely high with respect to educaton and research in 2013 (35th place out
of 142 countries).

= Lithuania has highly qualifed human resources and is ranked 20th place according to educaton indi-
cators. However, the potental for knowledge of science, people’s creatvity, entrepreneurship and in-
novaton has been stll underexploited. Lithuania therefore aims at creatng a favourable environment
for an innovatve society.

e According to the World Compettveness Index of 2013-2014, Lithuania ranked 48 out of 148 coun-
tries. Lithuania is 16th among the EU Member States.
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2 Data Collecton

2.1 The identfcaton of foundatons supportng R&l

The process of identfying foundatons supportng R&I in Lithuania comprised consultatons with the Min-
istry of Educaton and Science, discussions with colleagues working at other ministries and government
insttutons dealing with R&D&I policies, exploring a wide range of websites and organising informal dis-
cussions with various NGOs, as well as charity and support foundatons in partcular.

With the purpose of identfying foundatons supportng R&l, the online database of a government insttu-
ton (the Registry Centre) was explored. The analysis was based on the double-checking of the legal form
and status of and some other data about the organisatons which were included in very draf frst list of
the foundatons. The selecton of the foundatons was based on a snowball strategy. Not only NGOs, but
also government insttutons and business company representatves were involved. The very frst draf
included about 30 organisatons. Unfortunately, the majority of the insttutons were not foundatons per
se, but were insttutons closely related to R&D&I funding development policies or strategies, and/or were
founders of government foundatons. On the basis of the selecton results, some of these insttutons were
interviewed in the qualitatve stage of the research.

There were fve insttutons or agencies identfed for the survey as potental R&I ‘foundatons:’

e The Research Council of Lithuania (LMT), which is a governmental insttuton and the main research
and innovaton funding foundaton in Lithuania.

e The European Social Fund Agency (ESFA), which is a public nonproft legal body with limited civil li-
ability, established by the Ministry of Social Security and Labour and the Ministry of Educaton and
Science of the Republic of Lithuania.

e The Lithuanian State Studies Foundaton.

« The Agency for Science, Innovaton and Technology (MITA); a government agency close to the Ministry
of the Economy.

e The Future Society Insttute, a private foundaton that was established in 2012 and which carries out
scientfc research linked to various disciplines and which is focused on the wellbeing of society.

The selected insttutons represent the major grantgiving and/or support-providing foundatons. The se-
lecton was based on funding R&D&I practse and experience as the main criteria of expertse.



2.2 The survey
The identfcaton of foundatons supportng R&l in Lithuania revealed that a quanttatve analysis was not
possible as the pool of potental respondents was too small.

The survey invitatons were sent by email and accompanied by a leter of endorsement. As the sample was
very small, repeated direct contact (phone calls, emails and leters) was used as a strategy for encouraging
partcipaton and increasing the response rate. Afer contactng every foundaton directly, all the respond-
ents joined the research. However, only four foundatons appeared to be valid as organisatons in charge
of decision-making in the R&I funding domain. A representatve from the Lithuanian State Studies Founda-
ton declared that the foundaton’s actvites do not match the characteristcs of R&l support and declined
to fll in the questonnaire. It should also be mentoned that most of studied insttutons failed to answer
all the questons on the questonnaire since some of them appeared to be not applicable.

As mentoned above, the sample was very small, so the results of the survey in the report are analysed
as case studies. Additonal data from interviews and public source data such as annual reports were also
used in the analysis.

2.3 The interviews
There were six in-depth interviews conducted with foundatons and/or stakeholders in Lithuania in No-
vember/December 2013. The sample consisted of the following insttutons:

1. The Research Council of Lithuania (LMT). LMT is the main research and innovaton funding insttuton
in Lithuania.

2. The Agency for Science, Innovaton and Technology (MITA). This is a governmental agency at the Min-
istry of the Economy.

3. The Internatonal School of Management and Economics (ISM). ISM is a private university which es-
tablished the ISM Foundaton which is currently focused on study scholarships. Nevertheless, an ex-
pansion of funding actvites is planned in the future.

4. The Ministry of the Economy. Ministries are funding R&l in Lithuania mainly as intermediaries be-
tween the government and individual researchers.

The Ministry of Educaton and Science.
The Business Angels Fund, which is a risk capital fund for investment in innovatve and export-oriented

companies in Lithuania.

Insttutons for the in-depth interviews were selected to refect the broad spectrum of R&I funding agen-
cies in Lithuania (a maximum variaton strategy of sampling). The Research Council of Lithuania (LMT) and
the Agency for Science, Innovaton and Technology (MITA) were also part of the quanttatve survey. As
these foundatons are the main R&l funding insttutons in Lithuania, they were also selected for the in-
terviews to provide a holistc picture of and partcular insights into the current R&I support in the country.
The results of the above mentoned interviews are also used in the case study analysis. The Internatonal
School of Management and Economics is a private university that is looking forward to research funding in
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the future and was chosen as an expert commentng on the current R&l situaton in Lithuania. The Minis-
try of the Economy, and the Ministry of Educaton and Science are the main policy-makers in the R&I fund-
ing arena; thus, their insights and interpretatons are valuable for understanding the R&I funding context
in Lithuania. The Business Angels Fund was selected as a private fund having a wide range of experience
in risk investment. They were chosen for interview because of their relevant expertse in and knowledge
on the issues concerned. The Fund invests only together and on an equal basis with Business Angels. Their
founder is the European Investment Fund (www.eif.org). The Establishment Agreement of the Fund was
signed as part of the project known as ‘JEREMIE the controlling fund.’

The interviews lasted approximately 45-60 minutes. The interview questons are presented in the fgure
below (see Figure 1).

Figure 1: The interview structure
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An analysis of the interview results is based on a comparatve analysis and is structured into the following

paragraphs:

e Ageneral evaluaton of the R&I funding situaton in Lithuania.

« The role of the natonal government of the EU in the R&I funding situaton in Lithuania.

« The motvatons and roles of foundatons in research




3 Results

3.1 Case studies of R&I foundatons in Lithuania @

The case study analysis is based on the questonnaire in the quanttatve survey. A quanttatve analysis
is not really possible due to the very small sample of research partcipants; four insttutons. Besides the
small sample, some respondents did not completed the whole questonnaire.

Case study 1
The Research Council of Lithuania (LMT) is a governmental insttuton and the main research and innova-
ton funding foundaton in Lithuania.

Type of foundaton and origin of funds. The LMT is a grantmaking foundaton focused on both research
and innovaton. The fnancial founder is the government. The LMT is made up of a Board, two expert com-
mitees (the Commitee of Humanites and Social Sciences and the Commitee of Natural and Technical
Sciences) and a research foundaton.

Expenditure. The LMT did not declare its total income in the survey. However, according to the Annual
Actvity Reports of 2012 and 2013, their total income in 2012 was LT 102 596 000 (EUR 29 718 000), which
included LT 35 000 000 (EUR 10 136 000) of EU structural funds. In 2013 their total appropriatons were LT
105 760 000 (EUR 30 630 000). Non-current assets in 2012 were LT 1 231 000 (EUR 356 000) and in 2013
they appeared to be LT 13 500 (EUR 3 900). Total revenue from other funds in 2012 accounted for LT 101
195 000 (EUR 29 308 000). The government’s infuence on decision-making about the allocaton of funds
for R&I has been indicated as being four points from a possible ten. LMT has declared that 95 % of its
expenditure goes on research and 5 % goes on innovaton. 10 % of the total expenditure goes on research.
The LMT has declared that 80 % of its total expenditure was related to direct research actvites and 20 %
went on research-related actvites. More than 50 % of the expenditure on research in 2012 was in the
form of grants. It has to be mentoned that LMT was one of two governmental foundatons that declared
their support for innovaton as such. Regarding any changes in expenditure, LMT declared that it had re-
mained about the same.

Focus of support. The LMT identfed the following research areas: natural science, engineering and tech-
nology, medical science, social and behavioral science, the humanites and agricultural science. Research-
related actvites such as research mobility and career development, infrastructure and equipment, the
disseminaton of research, science communicaton/educaton and civic mobilisaton/advocacy were also
mentoned. The LMT declared that the most relevant areas of support in terms of research in the last fve

8  Chapter 3.1. was suppoed to present the quanttatve analysis; however, due to the low number of R&I foundatons in
Lithuania a case analysis is more appropriate.
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years are natural science and the humanites. Research-related actvites such as research mobility and ca-
reer development, infrastructure and equipment, the disseminaton of research, science communicaton/
educaton and civic mobilisaton/advocacy were mentoned as receiving support in the reported year as
well as in the fve years prior to the report; however, the amount of support wass indicated as unknown.

According to the Research Council of Lithuania’s Actvity Report (2014), [ during 2013 six Natonal Re-
search Programs (NRP) contnued to be implemented:

NRP State and naton: heritage and identty (approved by Order No.V-7 of 5 January 2010);
NRP Social challenges to natonal security.

NRP Chronic non-infectous diseases.

NRP Ecosystems in Lithuania: climate change and human impact.

NRP Future energy.

NRP Healthy and safe food (approved by order No.V-694 of 26 April 2011).

© ok~ w D Pk

In October 2013 the Minister of Educaton and Science approved the following fve new natonal research
programs: 1. Modernity in Lithuania; 2. Welfare society; 3. Towards future technologies; 4. Healthy aging;
5. Sustainability of agricultural, forest and water ecosystems.

The projects of these Natonal Research Programs are in the process of development.

Geographical dimensions of their actvites. Referring to the geographical aspect, the LMT declared that 78
% of expenditure was at a natonal level, 17 % of expenditure was at an EU level and 5 % of expenditure
was at an internatonal level. When identfying the role of the EU, emphasis was put on areas such as pro-
viding a legal framework, providing a structure to enhance collaboraton and investng in an informaton
infrastructure through databases. The results of the quanttatve research refected these issues in more
detail. The good and bad sides of EU involvement were also noted. ‘The EU impact is very important at this
point, especially in crystallising functons, growing a politcal culture. The EU sets out guidelines for policy
directon, as Lithuania lacks a clear politcal approach sometmes. A bad EU impact could be identfed in
the structural funds domain. However, it came too fast and without a full administratve system. The only
criteria for evaluaton appears to be money benefciaries, but neither contnuity nor efectveness is taken
into account’ Director of the Science Policy and Analysis Department.

Evaluatng the contributon to European integraton, the LMT mentoned the following areas: integraton
on educatonal issues, integraton on research issues and integraton on cultural issues. Speaking about EU
policy, the peculiarity of the Eastern European context was mentoned as a relevant factor that should be
taken into account. The EU ofen does not understand and evaluate Eastern European culture specifcally;
a mentality with a Soviet legacy, a lack of clear politcal positon, profound distrust of natonal govern-
ment, etc.’ Director of the Science Policy and Analysis Department .

9  The Research Council of Lithuania’s Actvity Report 2013. Vilnius, 2014. www.Imt.|t



Operatons and practces. The LMT is managed by its original fnancial founder, a governing Board with
appointed members and an appointed director. The number of Board members is 29. According to the
Council Actvity Report (2013), the actvites of the Board of the Council are carried out by the Chairman
of the Board, chairmen of the Commitees, the Research Secretary, a representatve appointed according
to a moton passed by the Commitee of Educaton, Science and Culture in Parliament, representatves
delegated by the Prime Minister, the Ministry of Educaton and Science and the Ministry of Finance; the
Lithuanian Academy of Sciences writes the agenda for meetngs, approves the expert groups proposed by
the Commitees and considers a number of other issues. [ The basis for the actvites of the LMT is des-
ignated to act as an advisory body for the Parliament of the RL and the Government of the RL on research
and the training of researchers, to partcipate in the implementaton of research and development (social,
cultural) programs, to implement programs and compettve funding for research and development (so-
cial, cultural), and to organise the assessment of research actvites carried out in Lithuania. [11]

The functons of the Research Foundaton of the Council include the implementaton Resolutons passed
by the Council, the administraton of calls for proposals, the organisaton of expert evaluatons, the provi-
sion of assistance at meetngs of diferent Commissions and working groups operatng with the Council,
the drafing of descriptons of procedures for the implementaton of the Council's actvites and of other
procedural regulatons, the organisaton of the Council’s actvites, and the drafing of documents related
to the administraton of the State and the European Union structural support funds allocated for the pro-
moton of science, research and development actvites. The Commitees of the Council are authorised to
pass decisions on issues related to the research areas under their supervision. It should be mentoned that
the results of the qualitatve research reveal some contradictons in the abovementoned LMT structure
and functons. ‘The Research Council of Lithuania has two main functons: as a foundaton and as a center
of excellence near the Lithuanian Parliament. These two functons contradict each other as the foundaton
is a policy implementng functon and the center of excellence is a policy-making functon’ Director of the
Science Policy and Analysis Department.

The LMT has professionally paid staf, their declared FTE is 62. As a grantmaking foundaton it has ident-
fed its main daily practces as appearing to be a ‘demand for evidence of how grants have been spent afer
the funded projects have been completed,’ and ‘evaluatons to assess whether a grant was successful and
why.” The rarest daily practces for the LMT appear to be: ‘Our foundaton waitng for applicatons from
third partes, with no actve call for proposals,” and ‘our foundaton pro-actvely searching for projects
(e.g. through compettve calls for proposals).” This tendency could be explained by the fact that the LMT
is the main R&l funding insttuton in Lithuania. In 2013, the Council published 47 calls for proposals to
partcipate in compettons, representng nearly a third of all calls published in 2009-2012 (total 140). [12]
Regarding cooperaton in partnerships, the main emphasis appeared to be on partnerships with public
higher educaton insttutons (60 %) and research insttutes (20 %). Other potental partners received less
than 10 % of the total share. The results of the in-depth interviews reveal the full spectrum of LMT en-

10 The Research Council of Lithuania’s Actvity Report 2012. Vilnius, 2013. www.Imt.It
11 Ibid.

12 The Research Council of Lithuania’s Actvity Report 2013. Vilnius, 2014. www.Imt.It
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gagement in partnerships. Developing partnerships at a natonal and internatonal level is identfed as an
important factor in R&I development and an important criterion for fnancial support. ‘The Foundaton is
rather favorable towards internatonal consortum applicatons. We also support natonal partcipaton in
internatonal projects by co-fnancing, joint programing initatves etc. ‘ Director of the Science Policy and
Analysis Department.

According to the quanttatve data, the LMT is engaged in partnerships mostly with governmental agencies
such as the Agency for Science, Innovaton and Technology (MITA), the Research and Higher Educaton
Monitoring and Analysis Centre (MOSTA) and the Lithuania Science Academy. The motvaton for join-
ing partnerships is based on increasing impact, pooling expertse, expanding actvites and avoiding the
duplicaton of work. The research funding practces that stand out in Lithuania to some extent are speci-
fed as successful public-private partnerships involving foundatons, such as the Council supportng the
private sector by funding research projects. Nevertheless, their support is mostly focused on fundamental
research. The LMT identfes its role in the R&I domain mainly as complementary (additonal to other sup-
port) and less ofen as substtutng (instead of/a substtute for other support).

Case study 2
The European Social Fund Agency (ESFA)

is a public nonproft seeking legal entty of limited civil liability, established by the Ministry of Social Secu-
rity and Labour and the Ministry of Educaton and Science of the Republic of Lithuania.

Origin of funds.The ESFA is an operatng foundaton. In the survey it did not declare the amount of total
income, as one respondent indicated ‘I don't want to answer this queston.” Nevertheless, according to its
annual actvity report, the ESFA in 2012 operated projects totalling LT 2.698 billion (EUR 0.8 billion). [**!
The source of their income is the EU and the natonal government; however, the infuence of the govern-
ment in decision-making was not defned. According to the actvity report, the ESFA’s current assets in
2012 were LT 782 411 (EUR 226 602).

Expenditures. According to the survey data, the declared amount of the ESFA’s total expenditure in 2012
was EUR 5 126 228. Own operatng costs is 5% of total support. Referring to changes in its expenditure,
the ESFA stated that R&I expenditure compared to the previous accountng year remained about the same
and it was expected to do so for the following year.

Focus of support. The ESFA identfed its areas of research as being natural science, engineering and tech-
nology, medical science, social and behavioural science, agricultural science and the humanites. The ESFA
in the last fve years has supported most research areas. Social and behavioural science was at the top of
the list of research areas they support, whereas the LMT ranked this area in the third place. Second place
according to the ranking went to the humanites; and last place went to agricultural science. Research-
related actvites such as research mobility and career development, technology transfer, infrastructure

13 htp://www.esf.lt



and equipment, the disseminaton of research, science communicaton/educaton, and civic mobilisaton/
advocacy were mentoned as receiving support in the last fve years (prior to reported year). The rank-
ing results of the abovementoned research-related actvites revealed that research mobility, and career
development and technology transfer are in frst place, followed by civic mobilisaton/advocacy and com-
municaton/educaton.

Geographical dimensions of their actvites. According to the the survey results, 100 % of ESFA funding is
focused on a natonal level. When identfying the role of the EU, the strongest emphasis was put on areas
such as providing a legal framework, providing a structure to enhance collaboraton and to contribute to
awareness raising about foundatons. When evaluatng their contributon to European integraton, the
ESFA mentoned that its actvites contribute to EU integraton on educatonal issues, research issues, so-
cial issues and cultural issues.

Operatons and practces. The ESFA is managed by its original fnancial founder. It has also a governing
Board with six members. It also has professionally paid staf. The FTE totals 236. The main daily practces
appear to be a ‘demand for evidence of how grants have been spent afer the funded projects have been
completed, ‘evaluatons to assess whether a grant was successful and why’ and ‘long-term support.’ ‘Sup-
portng an organisaton only once (i.e. projects can receive a grant once only’ was mentoned as the prac-
tce that had never happened.

The survey results indicate that the ESFA had claimed to have no partnerships. However, the annual report
of their actvites, as well as their website, suggested that the ESFA is focused on plenty of local and inter-
natonal partnerships with governments, universites and is a member of various internatonal networks
(the ESF Baltc Sea Network, Actve Inclusion (Al), the Learning Network etc.).

The survey results revealed that the ESFA identfes its role in the R&l domain always as complementary
(additonal to other support).

Case study 3
The Agency for Science, Innovaton and Technology (MITA)

is a governmental agency close to the Ministry of the Economy. MITA was established on 4 May 2010 with
the aim of fostering business and science cooperaton and creatng a friendly environment for business
needs and innovaton. It is a mixed grantmaking and operatng type of agency.

The origin of funds. The Ministry of the Economy and the Ministry of Educaton and Science are the main
founders of MITA. The actvites of MITA are jointly supported and funded by them. Thus, MITA’s annual
strategy depends on the original fnancial founder’s, i.e., the government’s decisions. The main source of
income is income from the EU and the natonal government. Unfortunately, in the survey MITA did not
declare either the amount of its total income or its expenditure in 2012. However, according to the annual
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fnancial report, its total income in 2012 was LT 8 256 669 (EUR 2 391 296). (4l The governments' infuence
on decision-making in terms of allocatng funds was evaluated at nine points, or totally infuental. Accord-
ing to the report, MITA’s total assets in 2012 amounted to LT 2 575 832 (EUR 746 013).

Expenditure. Unfortunately the questons related to expenditure were not answered by MITA. According
to the report, MITA’s total expenditure in 2012 appeared to be the same amount as its income: LT 8 256
669 (EUR 2 391 296). (2] The data from the guanttatve research indicate that the number of applicatons
and funded projects has increased signifcantly every year. ‘This year our expenditure has increased four
tmes. With every year the number of projects increases, and the government gives bigger funds. For ex-
ample, in 2011 we funded 14 projects on intellectual property and in 2012, 86 projects in this feld” MITA,
Head of the Innovaton Support and Technology Transfer Division.

Focus of support. The survey results reveal that MITA’s benefciaries are allocated as follows: 40 % to the
non-proft sector, 30 % to public higher insttutons and 30 % to research insttutes. As its research areas
MITA identfed natural science, engineering and technology, medical science, social and behavioural sci-
ence and the humanites. In the last fve years MITA has supported these research areas. It also mentoned
that there have been no special priorites; their support depends on the quality of the project. Research-
related actvites such as technology transfer, infrastructure and equipment were mentoned as receiving
supportin the last fve years (prior to the reported year). Other felds were not indicated at all. The ranking
results of the above mentoned research-related actvites put technology transfer at the top, followed by
infrastructure and equipment.

Geographical dimensions of their actvites. According to the survey results, 100 % of MITA’s funding is
focused on a natonal level. The survey results indicate that when identfying the role of the EU, MITA puts
a strong focus on areas such as providing a legal framework, providing fscal facilites, providing a structure
to enhance collaboraton and investng in an informaton infrastructure through databases. The results of
the quanttatve analysis revealed a rather favourable and optmistc approach towards the EU. ‘At the EU
level everything is fne, or at least this is what was declared in Horizons 2020 MITA, Head of the Innovaton
Support and Technology Transfer Division.

Concrete steps as to how to foster the foundaton sector in public private partnerships was also men-
toned. The main idea is to foster internatonal partnerships. ‘In Lithuania we should focus on joint pro-
jects of research and business that could take bigger funding programs, as up to now such initatves have
been rather fragmented and distributed between diferent levels of funding’ MITA, Head of the Innovaton
Support and Technology Transfer Division.

When evaluatng the contributon of its actvites to European integraton, MITA mentoned that its actvi-
tes contribute to EU integraton on research issues and in supportng joint research projects in Europe.

14 htp://www.mita.lt
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Operatons and practces. MITA is managed by its original fnancial founder. It has professionally paid staf.
The FTE amounts to 35, so compared to other governmental agencies it is relatvely small. MITA identfed
the following ‘daily practces’: ‘it prefers “small” grants for multple organisatons/individuals over “large”
grants to a few organisatons/individuals,’ ‘it demands evidence of how grants have been spent afer the
funded projects have been completed, ‘it conducts evaluatons to assess whether a grant was successful
and why,” ‘itis involved in the implementaton of a project which it funds,” and ‘support from our founda-
ton is on a long-term basis (i.e. an annual amount for a project for multple years).” A practce that never
happens in MITA is ‘supportng an organisaton only once (i.e. projects can receive a grant once only).’

The survey results show that MITA declared having no partnerships. However, this declaraton to some
extent contradicts the results of the in-depth interview. Being a governmental organisaton, MITA sustains
public-private partnerships at a natonal level and insttutonal memberships at an internatonal level,
which facilitates the pooling of expertse. ‘We have a lot of partnerships in terms of excellence and exper-
tse. MITA is a member of various internatonal groups, networks etc. We also plan to start a new idea
now: involving foundatons in a start-up supervisory system. We give money for a start-up project, the
foundaton applies for a supervisory role, and if the project is successful the foundaton gets some money’
MITA, Head of the Innovaton Support and Technology Transfer Division.

Roles and motvatons. The survey data revealed that MITA most ofen identfes its role in the R&I domain
as substtutng (instead of/a substtute for other support) and sometmes as compettve (aimed at being
a rival of other initatves). Initatng and complementary roles appear rarely. The results of the quantta-
tve research confrm that the main emphasis is on a substtutng role. ‘It is very complicated, as the State
initatve to separate funding initatves is not big enough, so an urgent need will arise to look at all the
legal issues etc.

‘We have priorites which are focused on IT and bio-technology, although the main criterion is that innova-
ton should be totally unique. This approach is not good, as an innovaton might not be a new start-up but
an improvement of an earlier inventon. However, according to our criteria, in Lithuania any improvement
is not referred to as an innovaton. This could also be an obstacle’ MITA, Head of the Innovaton Support
and Technology Transfer Division.

Case study 4

The Future Society Insttute is a private operatng foundaton established by private funds in 2011

that carries out scientfc research linked to various disciplines and is focused on the wellbeing of society.
The origin of funds. The insttute was launched under a private initatve; the original fnancial founder
defned the annual strategy. The Future Society Insttute had a total income of EUR 34 752 in 2012. The
following sources of income have been identfed: donatons from for-proft corporatons, donatons from
nonproft organisatons, income from the government, fees for services and earnings from sales. It was
also declared that they almost never distribute governmental funds. The infuence of the government on
decision-making about the allocaton of funds equals to two points on a scale of ten.
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The survey results show that 50 % of the Future Society Insttute’s expenditure goes on research. The
Innovaton feld as such was dismissed completely. Nevertheless, this tendency is not surprising. For ex-
ample, LMT as the main research funding insttuton in Lithuania declared that just 5 % of its expenditure
goes on innovaton. This private foundaton stated that 50 % went on basic research and 20 % on applied
research. It declared its current assets as being EUR 45 757.

It also mentoned that 50 % of its total expenditure was related to direct research actvites and 10 % to
research-related actvites. According to the survey results, the foundaton’s expenditure on R&l is grow-
ing and is expected to grow next year. Bearing in mind that the Future Society Insttute was established
recently, these expectatons for growth are natural.

Focus of support. The benefciaries were not identfed; however, on exploring the Insttute’s website, a
short introducton about their cooperaton with universites and government authorites was found. [16]
According to the data, social and behavioural sciences and the humanites were identfed as the main
research areas receiving their support. The support for the abovementoned felds in 2012 was EUR 17
376; meanwhile in the past fve years (the foundaton was established in 2011) the support was EUR 8 688.
Research-related actvites such as the disseminaton of research, science communicaton/educaton and
civic mobilisaton/advocacy were mentoned as the felds of support in the reported year as well as during
fve years prior to report.

Geographical dimension of their actvites. This private foundaton specifed its expenditure as follows: 10
% at a local level, 30 % at a natonal level, 30 % at an EU level and 30 % at an internatonal level. When
identfying the role of the EU, the foundaton said the EU as provies a structure to enhance collaboraton
and to raise awareness about foundatons. When evaluatng their contributon to European integraton,
the following aspects were mentoned: integraton on social issues and integraton on cultural issues.
Operatons and practces. The Insttute is managed by the original fnancial founder and an appointed
director. The Future Society Insttute has a small number of professional staf staf compared to other case
studies. The number of FTEs is four. However, it should be noted that the other case studies are govern-
mental insttutons and the rather high number of staf is a natural tendency in public organisatons.
When referring to cooperaton in partnerships, the Insttute mentoned governments, universites and
research insttutes. According to the informaton published on the Insttute’s website, one of the main
actvites is ‘encouraging cooperaton between business, science, the arts and the State by focusing on
research and development (R&D).

According to the survey, the reasons for engaging in these partnerships were as follows:
e Pooling expertse and/or sharing infrastructure.

e Increasing their impact.

e Expanding their actvites (internatonally or otherwise).
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The Future Society insttute identfes its role in the R&l domain as always initatng, ofen substtutng
and rarely complementary (additonal to other support). Meanwhile, the other case studies most ofen
defned their role as complementary (LMT, ESFA) or substtutng (MITA). This tendency is natural due to
the nature of governmental insttutons. Overall, it could be assumed that the low number of private R&l
foundatons in Lithuania is explained by the lack of private initatve.

To sum up this chapter, the main felds of support competng at the top of the ranking list appear to be
natural science and social science. Natonal governmental agencies such as MITA and LMT focus on natural
science, while social and behavioural science stands at 3rd and 4th place in their rankings. Private foun-
datons and the ESFA, on the contrary, mainly focus on social and behavioural science. A summary of the
areas of support and their rankings are shown in Figure 2 below.

Figure 2: The rankings for the areas of support fields by different organisations.
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Summing up the fnancial tendencies of R&I support it is clear that governmental initatve dominates the
R&I domain. Private initatve is stll very new, and has fewer funds, although it is ambitous, taking the
initatve and being cooperatve with governments. A summary of the main fnancial statstcs is presented
in Table 1 below.
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Table 1: Financial statistics of the respondent institutions in 2012.
Incomein Expenditure  Assets in

Organisation

Euros in Euros Euros
The Research Council of Lithuania (LMT) 29713855 29306400 35623
The European Social Fund Agency (ESFA) N/A 5126228 226 602

The Agency for Science, Inovation and Technology (MITA) 2391158 2391296 745 012

The Future Society Institute 34752 17 376 45 757
Total 36841300 1052995
Mean 9201325 263 249

3.2 The context of R&I funding in Lithuania

This chapter looks at the results of six in-depth interviews with stakeholders of R&I funding policy in Lithu-
ania. The interviewees are recognised as experts in the R&l funding arena. Their positon and experience
in the feld of expertse were taken as the main selecton criteria. The partcipants of the in-depth inter-

views were as follows:

1. The Head of Innovaton Support and Technology Transfer Division at the Agency for Science, Innova-
ton and Technology (MITA).
The Head of Innovaton Policy Division, at theMinistry of the Economy.
The Director of Science Policy and Analysis Department at the Research Council of Lithuania (LMT).
The Director of the Department of Higher Educaton, Science and Technology, at the Ministry of Edu-
caton and Science.

5. The Director of Business Angels Fund I.
The Director for Strategic development at the Internatonal School of Management and Economics
(ISM).

This chapter consists of the following three sectons:

1. Ageneral evaluaton of the R&I funding situaton in Lithuania.

2. The role of the natonal government, the role of the EU in the R&I funding situaton in Lithuania.
3. Motvatons and roles in funding in research.

A general evaluaton of the current R&I funding situaton in Lithuania
Most of the respondents talking about the current R&I funding situaton in Lithuania appeared to be
rather critcal. Th Ministries, as a part of the natonal government, have a strong impact on R&I funding in
Lithuania. The lack of a foundaton sector was also mentoned. ‘The Ministries are responsible for prior-
ity setng in funding just because there is no foundaton system. Scientfc work is not evaluated enough
in Lithuania; there are very high requirements for qualifcatons, however, and the fnancial reward is not
high enough’ LMT, the Director of the Science Policy and Analysis Department.



The defcit of contnuity at a policy level was identfed as one of the major reasons why R&I is mainly
funded by governments and private funding is stll missing. The current R&I funding situaton in Lithuania
was identfed by most of the respondents as being in the middle of a ten-point scale, where one is very
poor, and ten is very good. ‘Research funding in Lithuania is good enough. However, there is no clear fund-
ing policy for applied research and innovaton. There is a gap between research and the fnal product as a
result. The Ministry of the Economy has taken some initatve; however, there is no sustainable funding for
the whole process from research to product experiment. On a scale from one to ten, the current situaton
in Lithuania is six or seven’ LMT, the Director of the Science Policy and Analysis Department.’

The representatve from MITA also noted the lack of sustainability in R&I funding policy. ‘There is no sys-
tem, no sustainable process of funding research and innovaton. First of all, funding possibilites should be
not fragmented into public calls as it is now, but united in a sustainable process; second, Lithuania should
raise its level of innovatve ideas. With every politcal electon we usually have long breaks (up to 2 years)
between project calls, which also breaks the contnuity of funding and project implementaton’ MITA,
Head of the Innovaton Support and Technology Transfer Division.

However, some representatves from private insttutons tend to be more optmistc about the current
R&I situaton and look at it as full of possibilites. The Director of a risk capital foundaton regards current
R&I funding in Lithuania as extremely good; however, he admits that the potental to beneft from this
situaton is not high enough in our society. In his opinion, ‘there are lots of opportunites to atract the
needed funding from various resources. What are needed, are ideas, the ability to take risks, hard work,
and sincere cooperaton and partnerships Director, Business Angels Fund I.

The representatve from MITA emphasised that major barriers for the development of private R&I fund-
ing in Lithuania are related to an inadequately systematc approach, gaps in the legal system and a lack
of personal skills. ‘Bureaucracy and an emphasis on e¥ciency are the main obstacles. Not every talented
researcher can pass the funding requirements or have a certain number of publicatons, etc. Quality, not
quantty, should be important. Language barriers also exist as not everybody in the older generaton is
fuent in English and so are not able to partcipate in internatonal projects’ MITA, Head of the Innovaton
Support and Technology Transfer Division.

The respondent from the Ministry of Educaton and Science confrmed the above mentoned approach
about the lack of high level personal competence. ‘To atract funding/investment, we have to be an inter-
estng country with high-level specialists. We have to stmulate business to work together with science.’
Director of the Department of Higher Educaton, Science and Technology, the Ministry of Educaton and
Science.

The representatve from the LMT also mentoned the economic situaton and the legacy of a specifc post-
Soviet mentality as the relevant cause of the current R&I situaton in Lithuania, ‘I defnitely do not think
that R&I should be mostly funded by the government as it is now; however, there are two main obstacles
for foundatons. One is related to economic potental; Lithuania is a small country and has a few big com-
panies that understand that our business future depends on R&I. It is too early for Lithuania, as there are
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very few such companies, and secondly, there is a problem with our mentality. 20 years is just too short a
period for the development of these foundatons’ LMT, Director of the Science Policy and Analysis Depart-

ment.

The specifc business approach towards innovaton which was identfed as the legacy of the Soviet period
was also noted by other respondents. Both governmental and private foundatons have notced a lack of
management skills in building R&I funding strategies. ‘Today business is not capable of formulatng its own
problems, whereas scientsts are not capable of formulatng their own opportunites in business language.
We badly need intermediaries or an innovaton broker who would listen to both sides, and who would give
advice and help meet the needs of both partes Director of the Department of Higher Educaton, Science
and Technology, the Ministry of Educaton and Science.

Research funding as such is not seen as strategic object among businessmen. This is because of the post-
Communist mentality; most businessmen have graduated from university and have a very specifc scep-
tcal approach towards science, especially social science and the humanites’ ISM Director for Strategic
Development.

‘At the moment all funding initatves are on a governmental level and this is not good. In fundamental
research State initatve should probably be the most common; however, on other research levels business
should also take some responsibility. On the other hand, social innovatons do not always guarantee good
results in the short term and researchers are afraid to risk applying for projects, and business is afraid to
get involved in a long process’ MITA, Head of the Innovaton Support and Technology Transfer Division.
The representatve from the Ministry of Educaton and Science, which is one of the two main R&I policy
makers, emphasised that not only businessmen, but also politcians are regarded as being unaware of the
importance of the most important aspect: science commercialisaton. ‘We lack the relevant traditons. A
few years ago, the former Prime Minister initated a Technopolis Council for the coordinaton of scientfc
actvites. The Council had a secretariat and several staf members. Its functons included monitoring vari-
ous aspects of scientfc development. Unfortunately, the current government has cancelled the Council’s
actvites’ Director of the Department of Higher Educaton, Science and Technology, the Ministry of Educa-
ton and Science.

The representatve from the Ministry of Educaton and Science indicated two reasons as major being ob-
stacles for insufcient R&I funding in Lithuania: a) the industry’s insufcient understanding of the need
and importance for investng in R&I, and b) the country’s current economic capabilites, which do not
allow the government to allocate more budget funding for the issues in queston. ‘There is a need to sup-
port and provide funding for newly emerging businesses. Science insttutons are the owners of their own
business ideas and intellectual property. For example, Kaunas Technological University has been develop-
ing spin-ofs which should be supported fnancially by the State. Unfortunately, we lack competent people
and specialists to deal with science commercialisaton. Another area is to provide consultatons for the
available scientfc potental. Fow example, TERMOFISHER has come to Lithuania thanks to the availability
of strong scientfc centres in our country’ Director of the Department of Higher Educaton, Science and

Technology, the Ministry of Educaton and Science.



With reagrd to insttutons that should be in charge of R&I funding, the government’s actons in terms of
coordinaton and implementaton were critcised. ‘There is insufcient coordinaton between the Ministry
of Educaton and Science and the Ministry of the Economy. Both Ministries throw a lot of critcism at each
other, yet neither of them is ready to listen and work together. We need good brokers who not only un-
derstand business and science, but who could also work in a professional way, ultmately leading to beter
results.

‘Every Ministry does its own work. The Strategy on Innovatons of Lithuania has been prety good, and
not only because it is based on some foreign expertse and experience. However, the implementaton of
the strategy is its weakest point since the actons have been inconsistent and scatered’ Director of the
Department of Higher Educaton, Science and Technology, the Ministry of Educaton and Science.

Gaps in the legal system are identfed as another crucial barrier against private R&I funding. ‘In Lithuania
there is a big legal gap between research and innovaton. At this point, there are some legal and systemic
shortalls. For example, innovaton is supported by the Ministry of the Economy, and research and de-
velopment (R&D) are mainly supported by the Ministry of Science and Educaton. This leads to a lack of
applied research and technological development that could be focused on new innovatve products. Busi-
ness does not want to take a risk on not fully developed innovatve ideas. This is one of the reasons why
investment in innovaton is not growing in the business sector’ Head of the Innovaton Policy Division,

Ministry of the Economy.

The respondent from MITA noted that the public approach towards natural science is more favourable.
This tendency could be explained as a legacy from the Soviet period when science was focused on fun-
damental research and social science was used as an instrument of propaganda. ‘The research funding
is mostly focused on fundamental research, not social "sof" research. This traditon is a legacy from the
Soviet period’ MITA, Head of the Innovaton Support and Technology Transfer Division. The preference for
natural science also came up when analysing the rankings of areas of support in the case studies.

The ISM representatve confrmed that the most relevant factor in the current R&I funding domain is the
post-Soviet mentality, which is especially typical for the older generaton. ‘All enttes such as the govern-
ment, business and scientsts should perceive that there is a big problem in research funding and innova-
ton development. Itis hard to be compettve in global R&I projects due to the legacies of the Communist
period and a more than 50-year gap in the compettve economy. Fundamental science is at quite a high
level, although social science, the humanites and economics are mostly funded by the Lithuanian Re-
search Council or the Agency for Science, Innovaton and Technology (MITA). On a scale from one to ten,
the current situaton in Lithuania is four’ ISM, Director for Strategic Development.

However, there were also some optmistc predictons for the future. Although most of the funding for R&l

stll comes from the government, there is a slowly growing increase in the amount of funding allocated
from private funds.
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‘We have some pioneers in the laser feld, but they have their ownscientfc departments and fund just a
few research tasks for their employers. Probably in the future this will create a spin-of as private founda-
tons. 20 years is just too short a period of development for this kind of foundatons’ LMT, Director of the
Science Policy and Analysis Department.

‘Although the share of funding from private business is growing, it is stll at an early stage. The Ministry
of the Economy has launched some support projects for innovatve start-ups etc.” Head of the Innovaton
Policy Division, the Ministry of the Economy.

Thus, the current situaton in terms of R&I funding in Lithuania is rather contradictory. The respondents
defned the situaton as lacking strategy and contnuity. The lack of private initatve related to economic
reasons was also mentoned. However, it might be assumed that the economic situaton is not the main
factor determining the low number of private foundatons. According to the EuroBarometer data 2013,
(17170 9% of Lithuanians view the current economic situaton as ‘bad.’ Nevertheless, compared to other EU
countries, Lithuania is in the middle of the scale, similar to another 15 EU countries (France, Estonia, Italy,
etc.) where more than 80 % of citzens identfy the economic situaton as ‘bad.” However, according to the
World Giving Index 2013 [*®], Lithuania’s ranking was 120, one of the lowest results among the EU coun-
tries. Thus, the critcal aspect of rather poor R&l funding is due to the specifc mentality that is the legacy
of the Soviet period. Exceptonal sympathy towards natural science, a specifc percepton of innovaton,
and a lack of entrepreneurship skills could be identfed as manifestatons of this post-Soviet mentality.

The role of the natonal government and the EU in the R&I funding

situaton in Lithuania.
Natonal R&I policy is viewed as being inefectve and impeding innovaton.The role of the natonal govern-
ment is identfed as providing a legal framework; however, the respondents were rather sceptcal about
politcal issues as there are legacies from the Soviet period.

‘At a natonal level, there should be a clear separaton between policy-making and policy implementaton
mechanisms. This helps to avoid confict of interest. There was a project called ‘Sunrise Valley.” *°! How-
ever, due to a lack of politcal will and understanding it was not fnalised. There is a problem of percepton
on a politcal level here - science and educaton are not priority areas for acton. This is problem of politcal
culture’ LMT, Director of the Science Policy and Analysis Department.

17  Eurobarometer 80.0: Europeans, the European Union and the Crisis, Autumn 2013.
18 htp://www.cafonline.org/pdf/WorldGivingindex2013_1374AWEB.pdf

19 The Sunrise Valley (Saulétekio slénis) initatve covers a group of projects combining physical infrastructure development
with a range of business incubaton, risk capital, R&D, product development and entrepreneurship educaton services in

an atempt to transform the capital of Lithuania, Vilnius, into a ‘city of knowledge.’ This initatve, which originated in 2001,
received a major boost from the EU Structural Funds in 2007-2013. The managing authority of the project was the Ministry of

Finance.



The private foundaton emphasised the lack of stability in legal regulaton. ‘Laws should remain unchanged
for at least FFy years. They can be amended, but not drastcally changed. Investment in R&I gives a return
on investment. If no incentves and benefts are created, no investment will come. The government should
not interfere with private investors. On the contrary, private investng complemented by government sup-
port is very logical’ Director, Business Angels Fund I.

The representatve from the Ministry of the Economy also mentoned the ‘bad practce’ example of na-
tonal R&I government policy; the public procurement system that is not used sufciently for R&I funding
in Lithuania: “...the Ministry of Economy believes that public procurement can boost demand for innova-
ton. There is a shared understanding that improved public procurement practces can help foster the
market uptake of innovatve products and services, whilst raising the quality of public services in markets
where the public sector is a signifcant purchaser. Mobilising public authorites to act as “launching cus-
tomers” by promotng the use of innovaton-friendly procurement practces is therefore an important
measure. However, purchasing organisatons are sustained by conductng public procurement based on
other criteria than the lowest price due to the risk of having legal issues with transparency etc. For this
reason the Ministry of the Economy is engaged in discussing this topic with the Public Procurement OFce
and is drafing Recommendatons on Innovatve Public Procurement’ Head of the Innovaton Policy Divi-
sion, Ministry of the Economy.

The public procurement system was also critcised by other respondents. The main feature of the current
public procurement system is that most ofen the lowest price is used as the selecton criteria. Using other
forms of public procurement takes longer and needs a more detailed approach, so is ofen avoided by
insttutons. ‘At the natonal level, there should be some politcal decisions fostering innovaton funding.
For example, the innovatve procurement system, which should be focused not on the lowest price, but
on interestng ideas. At the moment everybody in business follows the standard rules in public procure-
ments as this is most direct way to a successful one’ MITA, Head of the Innovaton Support and Technology
Transfer Division.

‘Public procurement does not work. Something should be done to make procurement fast, efcient and
transparent. Informaton spreads at the speed of light, there is no tme formesing around. The patentng
procedure should be improved to make it less bureaucratc and less expensive. Some form of compensa-
ton for patent promoters should be established’ Director, Business Angels Fund I.

The respondent representng the Ministry of the Economy also mentoned a few issues concerning the
EU’s role in public procurement policy. ‘The Commission is working on guidelines for the ‘Public Procure-
ment for Innovaton’ but they are not ready yet. The topic of Public Procurement for Innovaton has been
on the EU agenda for many years now, which means that eventually Lithuania will also have to apply the
principles of this procurement. The Ministry of the Economy does not plan to determine a compulsory
percentage of public procurement for innovaton as it is too early to make such a demand in Lithuania’
Head of the Innovaton Policy Division, Ministry of the Economy.
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The representatve from the Ministry of the Economy emphasised the need for change at a natonal level.
The role of the natonal government is to provide the legal structure for enhancing the collaboraton be-
tween business and science. ‘Some structural reform is needed on a natonal level, for example, to distrib-
ute the funding areas more efciently between the Ministries according to their competencies’ Head of
the Innovaton Policy Division, Ministry of the Economy.

Contrary to this critcism towards natonal government, a rather optmistc and favourable approach to-
wards EU policy was notced. The EU is seen as a provider of the following or at least some of these tasks
or aspects: a legal framework, fscal facilites, a structure for enhancing collaboraton between founda-
tons across the EU, investng in informaton infrastructure/ databases, providing guidelines for monitor-
ing or foundatons’ operatons. However, the relevance of the natonal government was also mentoned.
‘Awareness raising for foundatons should be frst done by ourselves; however, some sort of foundaton
project evaluaton could also come from some EU insttutons to ensure impartality. No doubt more fund-
ing should come from the natonal government budget. Local government cannot really do anything in
this feld, since they are not charged with such a functon. Businesses should also be stmulated to invest
in R&I. How can we stmulate them? There are mechanisms, yet they are barely operatonal for various
reasons’ Director of the Department of Higher Educaton, Science and Technology, Ministry of Educaton
and Science.

‘The government should improve the legal basis to atract private foundatons. Foundatons can be much
more fexible in funding ideas than public sector insttutons. The public sector could act as a coordina-
tor, an umbrella for private foundatons supportng research and innovaton. Although the government in
Lithuania and also the EU are not sure about this model, and they are likely to be of afraid of corrupton’
MITA, Head of the Innovaton Support and Technology Transfer Division.

It was clear that stakeholders in general have rather high expectatons of EU support. The EU was also
identfed as the main body fostering the foundaton sector in Lithuania as the natonal government is
ofen constrained by an insufcient legal system. ‘ A Joint program initatve is one way to promote a foun-
daton culture. The EU may give some funds for private R&I foundatons, and this could be a very efectve
initatve. The Lithuanian government cannot invest in private organisatons as this is prohibited by law to
prevent corrupton’ LMT, Director of the Science Policy and Analysis Department.

The EU’s role is understood as providing a structure and fscal facilites that could enhance the R&I funding
system. The varied nature of diferent EU regions should also be taken into account. A lack of managerial
competence is understood as being one of the Soviet legacies. ‘At an EU level there should be regulatons
with a legal basis and an economic policy fostering PPP at all levels of policy. For example, the Jeremie
Initatve in the EU should also be for sof projects

‘The EU should assess the varied nature of its diferent regions and their potental for accessing funds.
Diferent regions should have diferent specialisatons in research areas. Smart specialisaton should in-
tegrate diferent felds, for example technology and management. Nowadays Lithuanian scientsts have
strong competencies in laser technology, but weak managerial skills, and they sell their inventons to inter-



natonal distributors instead of introducing the fnal product to the internatonal market under the name
of Lithuania’ ISM Director for Strategic Development.

However, some critcism towards current EU policy could also be detected in the interviews. ‘At the EU lev-
el the area of innovaton has been moved from the DG Enterprise and Industry (ENTR) to the DG Research
and Innovaton (RTD). As a result, innovaton is now more identfed with a research context and not in the
industrial context as before. This poses a problem, as now innovaton at the EU level can be represented
only by the Ministry of Educaton’ Head of the Innovaton Policy Division, Ministry of the Economy.

EU insttutons are sometmes regarded as lacking fexibility, and to long is taken in the process from
decision-making to launch. ‘Decisions should take much less tme. Otherwise EU insttutons can hardly
support the promoton of competton. The EU should take more risk upon itself’ Director, Business Angels
Fund I.

A critcal view of the natonal government and its role in R&I policy predominated. The natonal govern-
ment was ofen identfed as being aware of the importance of R&I funding but was not expected to do
anything more than to improve the legal basis. On the contrary, the EU government was expected to
improve and promote the foundaton sector, private R&I funding and governmental policy. This tendency
could be explained in the context of public trust. According to Eurobarometer (2010) Lithuania has one of
the lowest indexes of trust in natonal government among EU countries —only 13 % of Lithuanians tend to
trust the government. However, trust in the European Union in Lithuania appears to be one of the high-
est among EU countries — more that half of Lithuanians (64.6 %) tend to trust the European Union. Only
Slovakia, Slovenia and Bulgaria have higher rate of trust in the EU than Lithuania. [20]

Motvatons for and roles in funding research.
Some government insttutons have declared that the main reasons for choosing to support an innovaton
are the areas of priority set by the Natonal Scientfc Program and specifc perceptons of innovaton. This
rather rigid approach was also critcised to some extent. The funding of internatonal projects was men-
toned as a priority. ‘We give priority to joint projects from the Baltc region; for these projects we allow
bigger overheads; however, if we give extra natonal funding, the EU decreases its funding for the project
by the same amount. But we hope to fnd a soluton to promote theseprojects in the future as well’ MITA,
Head of the Innovaton Support and Technology Transfer Division.

According to the interview results, the role of the Ministry of the Economy in R&I is identfed as foster-
ing innovaton through fnancial support. ‘The Ministry sees support for business as an investment which
should return as success in the market. Funds could be a good way to make this return happen’ Head of
the Innovaton Policy Division, Ministry of the Economy.

20 Eurobarometer 73.4: Financial and Economic Crisis, the Future of the European Union, Globalizaton, and European
Citzenship, May 2010.
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The private ISM Foundaton maintains strong partnerships with ISM alumna and business companies, and
identfesits role as initatng or substtutng other support. R&I funding is also perceived as an investment.
‘We work with many private companies; we try to explain the need for research and innovaton private
funding, etc. Our foundaton depends on the money we get from alumna, private donors and companies.
The budget is growing every year, probably due to the growing visibility and image of ISM. We will prob-
ably never reach the US level, but we are happy that a philanthropic culture is growing. The motvaton is
to keep talented people in Lithuania and to atract talented students to our companies, thus maintaining
our good image’ ISM, Director for Strategic Development.

As mentoned previously, the Soviet mentality is identfed as the key factor impeding R&I funding, as lega-
cies from this mentality afect government as well as business and industry decision-making. ‘The main
thing to be changed is the Soviet mentality-based approach of industry towards research. The require-
ments for projects should be focused on results and quality, not quantty. At present there are too many
guanttatve requirements for researchers (number of publicatons, etc.), and insufcient atenton to the
quality of research results’ ISM, Director for Strategic Development.

The need for a change in mentality and percepton throughout the R&I funding arena was strongly em-
phasised. Being a private school of management, ISM has demonstrated a mixed foundaton/business
approach towards R&I funding and foundatons.

The role of the Ministry of Educaton and Science in R&l is regarded as that of strategy designer and pri-
ority identfer. Innovaton is regarded as an important priority for support; however, in fact, funding for
‘development’ exceeds ‘innovaton’ both in respect to area coverage, and funding allocaton. ‘Since the
Ministry as a funder cannot replace foundatons, it should frst of all act as a politcal developer of the
foundaton sector in general. It should develop a relevant politcal background, a favourable legal environ-
ment and transparency mechanisms, as well as develop and stmulate innovatve funding schemes to be
implemented by foundatons supportng R&I’ Director of the Department of Higher Educaton, Science
and Technology, Ministry of Educaton and Science.

The Ministry has been regularly communicatng with the business sector in order to encourage both the
sectors to work together. Unfortunately, the level of understanding of the importance of cooperaton was
found by the interviewees to be limited in the business sector. The arguments for this included: ‘A lack
of adequate leadership by and the wrong mentality in the Heads and Boards of private companies; striv-
ing for “easy” money instead of willing to take a risk for beter results in the future, and a very important
aspect — neglectng contemporary global issues’ Director of the Department of Higher Educaton, Science
and Technology, Ministry of Educaton and Science.

Representatves from private insttutons emphasised the importance of cooperaton and public private
partnership in fostering the development of foundatons. Cooperaton is important in all sectors, and in
R&I in partcular. ‘In our case, cooperaton includes: experts, money, partcipaton in exhibitons and other
events, and the sharing of project ideas. We’ve been working with universites for their beneft in partcu-

lar’ Director, Business Angels Fund I.



Public-private partnerships should be developed. State and private initatves should share responsibility
for R&I funding. Funding should be identfed as an investment with some reward, not specifcally eco-
nomic, but also social. It should be a system, a mechanism where all sides have an interest in the reward
and eventually in funding’ ISM Director for Strategic Development.

‘Currently, R&D and R&I investment/ funding is ad hoc. Funding cannot be sporadic; it has to be consistent
as well as being overall “development” strategy and policies. Lithuanian insttutons and agencies also lack
consistency in their level of administraton, management, decision-making etc.’ Director, Business Angels
Fund I.

‘A joint program initatve is one the way to foster a foundaton culture. The EU may end up providing
funding for private foundatons focused on R&l, and this could be a very efectve initatve. The Lithuanian
government cannot invest in private organisatons as this is prohibited by law for the preventon of corrup-
ton’ LMT, Director of the Science Policy and Analysis Department.

Nevertheless, the Ministry declared its atempts to promote PPP, although the above mentoned specifc
business mentality was identfed an obstacle. "... the Ministry plans some initatves to foster PPP, to en-
gage business in collaboraton with research. However, there are stll some issues of trust related to PPP,
as business is sometmes reluctant to disclose its ideas. Therefore, it is especially important to create an
atmosphere of trust and transparency. It is also very important to understand that successful PPP depends
on what the research can ofer and how it matches business needs. No other motvaton could work in this
Teld’ Head of the Innovaton Policy Division, Ministry of the Economy.

Some solutons to improve the current situaton were suggested by the representatve from private inst-
tutons.

‘There should be a system involving three main partcipants — researchers who conduct research, govern-
ment and business that fund research, and foundatons that distribute funds. However, there should be a
motvaton system for everyone, for example internatonal visibility for researchers, fhancial awards for
business, etc. Only when all three groups have the right percepton of the problem, then the situaton
will start to change. Only afer changes in mentality are changes in the system possible’ ISM Director for
Strategic Development.

Nevertheless, when speaking about future potental, the interviewees shared a rather positve attude
towards Lithuanian universites, talented young scientsts and innovatve young businessmen. In general,
the representatve from the risk-capital foundaton sounded much less optmistc compared to the other
interviewees and/or individuals, who we talked to informally about R&D, R&I, funding, the foundaton
sector etc. The research funding practces that stand out in Lithuania at present are specifed as being in
a period of growth. ‘In the future it should be either successful public-private partnerships involving foun-
datons or innovatve projects and initatves that have had a signifcant impact. Everything depends on
changing mentality and educaton programs in all areas’ ISM, Director for Strategic Development.

The private foundatons also emphasised that a foundaton’s autonomy is a relevant factor for its develop-
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ment. ‘Foundatons must have as much autonomy as possible in their actvites just to keep responsibility
for the fnal result. | think this could foster the development of the foundaton sector in diferent regions’

ISM, Director for Strategic Development.

To sum up the results of the in-depth interviews, at least three main problems in the current R&I funding

situaton in Lithuania are apparent:

e Policy level: lack of sustainability.
e Regulaton level: legal gaps.
e Individual level: legacies of the Soviet mentality, etc.

It is relevant to note that the same issues were mentoned by both governmental and private stakehold-
ers. On the other hand, research funding practces that stand out in Lithuania are ofen specifed as being
innovatve projects and initatves that have had a signifcant impact. This study revealed that in the pri-
vate sector with the help of the Lithuanian government there have been some new start-ups which have a
vision of establishing a foundaton for research and innovaton and returning the rewards to R&l.

Figure 3: A summary of the interview results

Summary of the interview results

The role of the national
government and the EU in R&lI
funding.

Motivations and roles in research
funding.

General evaluation of the R&l
funding situation in Lithuania.

-Critical approach towards the
national government.

-Lack of sustainability in -The role of the national -Lack of motivation among private
governmental R&I funding policy. government is identified as foundations.
-Economic pitfalls and legal gaps. providing an improved legal -Lack of political systematic

-Soviet legacy in terms of framework. approach towards amotivating

mentality. -A positive approach towards the system.
-Lack of high level EU. - Strong motivation for

entrepreneurship competency. -The EU is identified as the main cooperation (PPP).
body fostering the foundation
sector.




4 Innovatve Examples

The selected innovatve examples present innovatve projects or initatves and projects introducing new
products and technologies that to some extent engage the public interest in science and research. Unfor-
tunately there are few typical examples, and just one of them is a true foundaton (the Nextury Ventures
Fund). However, it was established so recently (at the end of 2013) that no good practce policy is appar-
ent. Other innovatve examples are mostly start-ups that were funded by natonal and EU governmental
funds.

Innovatve example 1

The Nextury Ventures Fund is a new venture capital fund established by the prominent internatonal en-
trepreneur llja Laurs in partnership with Mindaugas Glodas, an ICT business executve. Nextury Ventures
was launched in December, 2013. It invests in early-stage start-ups and new fast growth and high potental
value ideas. The foundaton cooperates closely with Lithuanian business and technical educaton insttu-
tons, investng in smart and talented people with innovatve ideas and with a commitment to turn them
into fast-growing and value-adding businesses. The online informaton below describes the Fund's advi-
sory capacity and the content of its current portolio.

A network of executve advisers and a constantly growing network of mentors helps the Fund and its port-
folio companies and projects to plan the best strategies and to fnd solutons to operatonal challenges
both in Lithuania and internatonally. It focuses on creatng shared value that benefts its investors, its
portolio companies’ founders and employees, as well as other stakeholders, the environment, and soci-
ety in general.

The Fund’s advisors come from various business sectors such as the media, fnance, and other develop-
ment areas. The advisors are either heads of organisatons and/or departments. They are professional hu-
man resource experts and promoters of innovaton. One of them is a former bank CEO, another a former
dean of an internatonal university based in Lithuania.

The Fund’s portolio so far consists of a couple of initatves:

a) CheapData (CDC) www.cheapdata.com. Foreign business and leisure travellers beneft from the
use of mobile data communicatons to receive emails and to use online navigaton and local search
tools. Data roaming is usually expensive and the cost is difcult to control. The majority of users
only use voice roaming and keep data roaming disabled reserved for emergencies. CDC ofers a so-
luton for afordable and easy to control data roaming services without a need to switch SIM cards
or for any additonal devices. Cheap Data Communicatons was established with one single goal in
mind: to create the most convenient mobile communicatons soluton for travellers.
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b)  Dalinuosi.lt www.dalinuosi.It This is a web platorm enabling members to rent various items from
each other. The platorm ofers a wide choice of items ranging from cars, sports equipment, camer-
as and their accessories etc., and ensures a much broader choice than typical rental ofces. The pro-
ject helps build a closer-knit community that is willing to share items rather than just buy them. This
fast-growing peer-to-peer rental service with many innovatve additonal services is to be launched
shortly.

‘Using private funds gives us the luxury of working on demand and to the highest quality. We could spend
hundreds of millions of Euros, but at the moment there is no such demand in Lithuania,” said the Fund’s
founder Mr. Laurs.

The Fund plans in a year’s tme to invest in about ten start-ups. These start-ups do not have to be compa-
nies or other legal enttes. Around 50 % of the start-ups in the Fund’s portolio will be teams developed
by the founder and his team of advisers. The other 50 % will be the so-called professional start-ups or, in
other words, start-up companies managed by experienced professionals.

Mr. Laurs says that in Lithuania it is quite difcult to nd start-up companies in which the Fund can invest.
The reasons are simple: inadequate ideas, too big expectatons, and a failure to cooperate between teams
of young and ambitous people. Therefore, the plan to invest in 10 start-ups per year sounds ambitous.
However, the founder and his advisers are going to look not for teams but for ideas worth investng in.
Having found an idea worth an investment, the Fund will help create an appropriate team.

The Fund intends to actvely cooperate with scientfc and educatonal insttutons. In the future, the Fund
promises to invest in other countries in the region, primarily in Latvia and Estonia. Furthermore, the Fund’s
Fund says he will use his acquaintances in the U.S., and thus atract more private venture capital to Lithu-
ania. Furthermore, when Lithuania is ready for the investment market, the founder might help the country
to atract funds such as the Excel Funds that can invest tens of millions of dollars in a single company.

Innovatve example 2
Brolis Semiconductors Ltd is a high-tech company with its headquarters in Vilnius, Lithuania. The com-
pany was established in 2011 by the three Vizbaras brothers: Augustnas, Kristjonas and Dominykas, who
specialise in long-wavelength semiconductor lasers and molecular beam epistaxis. The company ofers
funds for industrial Master’s and Bachelor’s thesis projects that complement their R&D strategy. www.

brolis-semicon.com/It

Brolis Semiconductors is a member of the following organisatons: AHK Deutsch-Baltsche Handelskam-
mer (the German Chamber of Commerce in Lithuania) and SPIE, the Internatonal Society for Optcs and
Photonics.



Brolis Semiconductors cooperates with top-ranking scientfc insttutons around the globe. The main part-
ners include: the Walter Schotky Insttute and Technische Universitat Miinchen, Germany. The strongest
bonds are with the Semiconductor Technology Group at the Walter Schotky Insttute, which specialises in
research into IlI-V molecular beam epitaxy and long-wavelength optoelectronics. Brolis Semiconductors is
a spin-of company from Prof. Amann’s group.

Brolis Semiconductors is backed by the growth capital fund LitCapital to pursue its product development
and growth strategy. LitCapital is a growth capital fund, established in cooperaton with the European
Investment Fund in 2010 under the JEREMIE initatve. The Fund’s size is EUR 25 million and aims at invest-
ing in SMEs in Lithuania. The Fund also aims at long-term investment in the authorised capital of private
enterprises seeking faster growth and expansion. Investment in one company ranges from EUR 1 million
to 3 million.

The Fund‘s team has a strong record of backing the growth of companies in the high-tech, IT and other
sectors.

Currently, the company has implemented a couple of projects supported by the EU Structural Funds. One
of the projects covers the expansion of the Brolis R&D facility. The EU is to fund 46 % of the total project’s
cost. The total budget is estmated to be around EUR 1.6 million.

The expansion of the R&D facility will include additonal clean room space and will focus on the develop-
ment of Brolis long-wavelength laser diodes, with a partcular emphasis on reliability and yield optmisa-
ton.

Innovatve example 3
The funding measures ‘Intellect LT’ and later ‘Intellect LT+ aim at encouraging natonal companies to in-
vest in innovatve research and technological development (RTD) as part of the acton plan for economic
compettveness and economic growth. These measures were established by the Ministry of the Economy
under Priority 1: ‘Research and development for compettveness and the growth of the economy.” and are
fnanced by the European Structural Funds.

Innovatve example 4
Biotechpharma is a biopharmaceutcal contract development service provider. In their state-of-the-art
R&D and manufacturing facilites they support diferent projects at any stage of development. Biotechp-
harma has a vision of establishing a research-friendly environment.

This is the frst centre of its kind not only in Lithuania, but also in Eastern Europe. In 2012 the company
had nearly EUR 11 million-worth of preliminary agreements for biopharmaceutcal services. The inte-
grated science, study and business organisaton ‘Santara,’ located in a scientfc-industrial centre, invested
a total of nearly EUR 17 million (of which about EUR 10 million was from the EU’S Structural Funds) in the
company by 2012. Today the research centre employees over 50 highly qualifed scientsts, researchers,
engineers and plant technicians.

LITHUANIA - EUFORI Country Report



The company was created in 2004, and in 2005 it became a member of the UK’s Northway group, investng
in healthcare and biotechnology. In 2007 Biotechpharma expanded its biopharmaceutcal R&D laborato-
ries and started to develop recombinant protein technologies. In 2011 a state-of-the-art biopharmaceut-
cal R&D centre was opened to provide contract research and development services. In 2012 the cGMP-
compliant biopharmaceutcal manufacturing facility was established to produce biopharmaceutcals for
preclinical, clinical (phase I-lll) trials and commercial products. In 2012 the Ministry of Educaton and
Science granted the company the status of private research insttute.

Prof. Vladas Algirdas Bumelis is the Chairman of the Board of Biotechpharma and the President of Santara.
He has served many years in global companies such as Sicor SPA, Sicor Inc. and Teva Pharmaceutcals in
diferent senior management positons. Harold Paisner is Senior Partner at Berwin Leighton Paisner LLP,
an internatonal law frm based in the City of London and with other o¥ces in Paris, Brussels, Berlin,
Frankfurt, Moscow, Abu Dhabi, Dubai, Hong Kong and Singapore. He has experience in corporate fhance,
M&A and cross-border transactons. He is registered with the Paris Bar pursuant to the European Direc-
tve 98/5/CE and is also an honorary member of the Lithuanian Bar. Other members of the Advisory Board
come from Switzerland and the U.S.

The R&D department consists of 14 laboratories designated for the research and development of protein
structure, protein interactons, recombinant protein technologies and analytcal methods. There are six
PhDs and 25 researchers with Bachelor’s or MSc degrees in molecular biology, biotechnology, genetc en-
gineering, bioengineering, biochemistry and chemistry.

The technologically highly advanced cGMP facility is designed for protein drug product and drug substance
producton. The facility consists of clean rooms and complies with the latest cGMP standards of regulatory
agencies. Biotechpharma ofers not only development or producton services, but also project manage-
ment services, supported by professionals with extensive project management and executon experience.
The new facility has the ability to deliver GMP projects on a wide scale for actve pharmaceutcal ingredi-
ent (APIs) manufacturing and to carry out the antseptc formulaton and flling of drug products. The facil-
ity has separate microbial and mammalian USP, DSP, formulaton and flling lines which are equipped with
utlites and critcal systems for all their needs.

The quality assurance (QA) department’s main goal is to ensure that the biopharmaceutcals are produced
according to GMP requirements and are safe to be administered to patents.




5 Conclusions

5.1 Main conclusions

1.

21

Despite having a long historical traditon of philanthropy Lithuania is now taking the frst steps to-
wards private funding in the R&l domain. Awareness of philanthropy in general and knowledge of dif-
ferent philanthropic models in partcular are almost non-existent in Lithuanian society. This results in
Lithuanian businesses not really understanding or being aware of the business benefts that diferent
philanthropic models serve.
Contemporary R&I funding in Lithuania is mainly based on government funds. Private foundatons are
stll very few and most of them have only been recently established. Nevertheless, the results of the
survey revealed that most government foundatons identfy their role in the R&l domain as a com-
plementary one, while emerging private R&I foundatons stated their role as that of an initator.' The
guanttatve research confrms the abovementoned issue, and indicates that government insttutons
agree about the defcit and need for a developed foundaton sector in Lithuania. It can therefore be
assumed that private initatves are welcome in this feld.
Nevertheless, the statstcs concerning Lithuania in the R&l domain indicate challenging facts and
fgures. According to a university and business collaboraton indicator, (211 ithuania is ranked 12th
place in the EU Member States. Although the situaton is improving, cooperaton between businesses
and academic and research insttutons is stll unproductve. According to the Global Innovaton Index
2013, Lithuania is ranked 40th place out of 142 countries and Lithuania’s Innovaton E¥ciency Index is
also relatvely low (105th out of 142 countries around the world). However, based on the same Index,
Lithuania has highly qualifed human resources. Lithuania is ranked 20th place according to educaton
indicators. However, the potental for scientfc knowledge, creatvity, entrepreneurship and innova-
ton is stll underexploited. According to a new Innovaton Performance Index in 2013, Lithuania is
among the least (the last but one) reaching country in the EU. According to the 2013 EU Index on in-
novaton’s impact on the economy, Lithuania is ranked last place in the EU.
The current R&I funding situaton was strongly critcised by various stakeholders in this domain. The
qualitatve analysis indicates that the main barriers against the development of the foundaton sector
and private R&I funding in Lithuania are as follows:
e Unsustainable and insufcient R&I policy, which demonstrates contradicton between
and overlapping of roles and functons at the responsible insttutons (Ministries), confu-
sion of concepts, a lack of integrated R&I funding strategy, legal and systematc shortalls
etc.
 An insufcient legal foundaton, which does not give sufcient incentve for potental
investors.
e ASoviet legacy in terms of mentality (both in businessmen and politcians), which results

Global Compettveness Report 2013-2014.

LITHUANIA - EUFORI Country Report



in a lack of an appropriate percepton of R&l, exceptonal sympathy towards natural sci-
ence, and a need for high-level managerial and entrepreneurship skills.

e Economic factors; a lack of big capital that forces businesses to refuse risky investments.
Private foundatons are too focused on supportng fragmented social or cultural issues
which carry very low risk and guarantee instant results.

5. There are high expectatons on the natonal government to improve the legal foundaton and encour-
age private initatve in R&I funding. The EU is expected to provide fscal facilites, to inform the R&I
community about foundatons and to provide relevant structures for the enhancement of collabora-
ton. The EU has been also identfed as the main body promotng the foundaton sector in Lithuania,
while the natonal government is ofen seen as being constrained by an inadequate legal system.

5.2 Strengths and weakness of the R&I foundaton sector

Strengths
e Lithuania has a huge sector of insttutons of higher educaton which can genearte massive research
and innovaton potental.
* High individual academic individual potental.
e The size of public support for the research sector.
= Science-based reform has started.

Weaknesses
e Poor managerial and entrepreneurship skills.
e Aspecifc post-Soviet mentality (in business, politcians and society).
e Extremely low patentng actvity.

Opportunites
e Aniche for private R&I funding traditons.
« Development of cooperaton between diferent sectors.
« Development of internatonal cooperaton between diferent regions.

Threats
e The economic situaton, lack of big capital.
e R&l policy.
e Insufcient emphasis on overall R&I policies.
e Absence of private foundatons for R&l.
« The limited nature of relevant budgets is ofen a huge challenge.
e Constant cuts to R&D&I budgets.
e Insufcient size of business investment in applied research.




5.3 Recommendatons

1.

Regarding the current R&I situaton in Lithuania, it is highly recommended to set up an integrated R&I
funding strategy that involves stakeholders from various groups (the government, businesses, non-
profts and individuals). When evaluatng the current situaton the government should put a general
focus on the coordinaton between diferent Councils of Ministries that fnance research and innova-
ton, mostly through their various agencies or foundatons. Designing fnancial mechanisms to boost
private investment and multply the efects generated by public funds would be also relevant.

To support the improvement of the overall innovaton environment, including public policy, public
partcipaton, and the promoton of internatonalisaton and entrepreneurship.

The growth of direct foreign investment should be contnued. An emphasis therefore should be put on
public actons aimed at strengthening Lithuania’s positon as a place for business, on helping start-ups
and knowledge-intensive companies in partcular to become established in Lithuania, and on atract-
ing entrepreneurial profles and potental creators of internatonal enterprises in cooperaton with
universites and business schools.

To focus on funding the contnuous and sustainable development of innovaton, startng with research
and ending with a fnal product. Involving R&I stakeholders and businesses in drafing related strategic
plans is also recommended.

Mult-level governance should be promoted to ensure the efectve and eFcient use of public resourc-
es. To this end the Lithuanian government should promote an integrated focus on result-oriented pro-
jects aimed at achieving the critcal mass necessary to generate a real impact on the socio-economic
situaton.

It is very important that research insttutons and funding agencies, as well as other stakeholders, are
informed and become involved at an early stage as possible.

Since the Baltc countries are small, there would be obvious added value in cooperatng more closely
with the entre region; cooperaton with grantgiving insttutons (the Science Council, the ESF etc.)
needs to be strengthened if the main objectves of R&I development are to be achieved.

A possible innovatve role of the EU in Lithuania could be the settng and developing of measures
focused on building awareness between R&I policy-makers, project evaluators and researchers, and
demonstratng best practse examples of R&I funding in Europe.
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