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The Lithuanian Free Market Institute
2014 Year in Review




President’s address

Last year was a very important period for the institute. We
started a new initiative | Pay Taxes (Moku mokescius) and
developed and introduced a new tax calculator www.mo-
kumokescius.It. For the first time, Lithuanian taxpayers are
provided with detailed tax-related information and over
50,000 people have already calculated how much they
pay in taxes and what their money is used for. In fact, even
more citizens learnt about their taxes from the media.

This means that thousands of people realised what the ac-
tual tax burden is. They have started to critically evaluate
political rhetoric that Lithuania is a country with low taxes
that must be increased. We distributed over a thousand in-
formational posters among Lithuanian enterprises, as well
as two hundred on bus stops in the biggest Lithuanian cit-
ies. This allowed us to reach our ultimate goal of informing
200,000 taxpayers.

Also, the Lithuanian Municipal Index became one of the
most accurate assessments of local governments and re-
ceived the prestigious Templeton Freedom Award, award-
ed by the Atlas Network (USA). Can an Institute of a small
country win against Americans at their own game? What
we mean are the never-ending basketball games between
Lithuania and the USA.

The scope of our plans for 2015 is even greater. | Pay Tax-
es and the Lithuanian Municipal Index are being shared
and implemented in other countries. The analysis Shadow
Economy in Lithuania is expanding to cover Sweden, Po-
land, Latvia, Estonia and Belarus. Another new initiative
for citizens and communities, Let’s Agree, is bound to be
launched in order to teach us how to engage in sound and
meaningful discussions and reach peaceful and construc-
tive agreements with other community members. Also,
after a year of testing in 28 schools, our textbook Ekono-
mika per 31 valandg will spread to schools and bookstores
across Lithuania.

However, it does not mean that everything is fine. Lithua-
nia is threatened by the show of military force in the East
and Europe is being blackmailed by populist parties that
became political powers by expressing anger and making
promises. Sadly, the opponents of free thought in Lithua-
nia found new ways of promoting their ideas.
“Keep Calm and Carry On” is a rediscovered motivational
British poster from 1939. Do what you know, what is effi-
cient and what is necessary. Our team will continue to fol-
low these principles in 2015.
Zilvinas Silénas,
LFMI President

Lithuanian Free Market Institute

The Lithuanian Free Market Institute (LFMI) is a private
non-profit and non-partisan organization established
in 1990 to promote the ideas of individual freedom and
responsibility, free market, and limited government in-
tervention.

We are grateful to the Board of LFMI for their support
and advices

Since 2002, the Board of LFMI serves as an advisory body
which upholds our mission and contributes to its success
by evaluating ongoing initiatives and contributing ideas
for new projects.

Members of the LFMI Board:

Elena Leontjeva, founder of LFMI

LLRI tarybos nariai -

Gintautas Bartkus, Baltic Legal Solutions Lithuania
Vytautas Bucas, /nvalda Private Capital

Giedrius Dusevicius, Swedbank

Arturas Feiferas, Kapital Bank

Juozas Kabasinskas, COGNAC Boutique

Bp Dr Kestutis Kévalas, Auxiliary Archbishop of Kaunas

D. Virginijus Kundrotas, Baltic Management Development
Association, ISM University of Management and Economics, Adizes
Institute

Dr Saranas Nedzinskas, DNB Bank
Dainius Pupkevicius, KPMG Baltics

Prof Dr Paulius Vaidotas Subacius, Vilnius University, Lithu-
anian Catholic Academy of Science

Egidija Vaicekauskiené, Nematekas



International recognition

N O 1 We are happy that our work

was recognized globally when LMFI was
awarded the Templeton Freedom Award and
received a monetary prize of $100,000 for

History provides many examples where small eountries, like Switzerland or Holland, or
even cities and cify states ke Athens and Venioe in the past, and Hong Kong and
Sigapore today, offer valuable lessons ta the world, Indirect means to help the poar,
#ch as protecting property tights, free trade, improved educational epportunities, can
leelp radse people out of poverty. Can Lithuania beoome ote of these examples lor the
workd? I it has a chamee it will be thanks to the work of an outstanding think tank, the
Lithuasian Free Markes LInstituse {LFMT)

its Lithuanian Municipal Performance Index.
This annual award recognizes the most ex-
ceptional contribution to the promotion of
prosperity, creation of welfare, and protec-
tion of people’s freedom.

International recognition
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Ukt of any Latin American countries. But witl a GDP ihnt is less than 3 percent of that ' g A

of Russia its poreer is more due to the example of its civil society than as & geopolitical
force.

Ay first encounter with Lithaanians was st the time when they were struggling to
become the first “Soviet Republic”™ to schieve its independence. They declared
independence on March 11, 1901, but the Soviets did not immediately pecognized it. In
April 1900, Sanl Amszis, & leader of Lithaantsn descent in the Repablican Pary of
Michagan, arragged for a visit of Labuanian freedom champeons, Russian troops and

N 0 1 0 According to the Global Go to Think Tank Index of 2015 published by the University of Pennsylvania (USA), LFMI is ranked among Top 10 think tanks in Central
and Eastern Europe. The index rates a total of 6,826 think thanks and we are 121t in the global ranking.



The Education Centre
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“I am confident that the most ambitious
educational project of the last years, the
textbook Ekonomika per 31 valandg, will
be a huge success! Over a thousand pupils
and 28 teachers from all around Lithuania
helped us develop it

Marija Vy3niauskaité,
Head of Education Centre

The Education Centre

Since 2012 our Education Centre is responsible for numerous educational initiatives for pupils and students. The centre publishes textbooks about the
economy, provides courses for teachers, as well as invites pupils to online courses and organizes learning sessions for students.

leva Navickaité,

Coordinator

“Our teaching course Realistiné
ekonomikos analizé has received un-
precedented attention and we could
not accept everyone who wanted to
enrolll We promise to find a bigger
classroom in order to continue this
exclusive course in 2015/

e



A new generation textbook, Ekonomika per 31
valandgq for effective lessons of economics

The most ambitious educational project of LFMI, a text-
book about the economy for Lithuanian schools is final-
ly finished. It received positive reviews from such well-
known educator as Dr Austéja Landsbergiené and other
reviewers. Therefore, the book has been officially included
into the list of recommended literature for schools. An im-
proved version of the book and a teacher’s book will be
available for the majority of schools in Lithuania by au-
tumn of 2015. We will present Ekonomika per 31 valandq
in the biggest annual educational event in Lithuania - the
exhibition MOKYKLA (SCHOOL).

We share our ideas of how to make economics
lessons interesting

In 2014 LFMI President Zilvinas Silénas and the Head of
Education Centre Marija VySniauskaité organized a cre-
ative workshop for teachers of economics from Alytus,
Panevézys and Telsiai regions. Representatives of LMFl and
fifty teachers had a discussion about economy, the moti-
vation to study economics, as well as created valuable les-
sons and made an attempt to solve real problems.

LFMI experts - lecturers and teachers of
economics

In 2014 a senior policy analyst of LFMI, Vytautas Zukauskas
started teaching a course on Normative Economics at ISM
University of Management and Economics. Another senior
policy analyst Kataena Leontjeva has already been teach-
ing a Catholic Social Teaching course at Kolping University
of Applied Sciences in Kaunas for three years.

The Education Centre



The Education Centre

Ekonomika aktyviai - courses for those who
would like to find out why printing more
money does not bring a better life

We have been trying to teach pupils critical thinking, as
well as persuading them to take a keen interest in the
economy for six years. In our course, pupils learn the basics
of economics by reading current texts online, researching
contemporary issues of the country and the world, doing
interactive tasks, and even writing on Facebook or taking
selfies. A huge number of 500 pupils have registered for
the course in 2014.

The final event of the course, a quiz competition, gathered
over 40 pupils from all around Lithuania. The best junior
economists were invited to LFMI's camp to play sports
games, sing around the camp fire and discuss economy-re-
lated issues together with guest lecturers. The head of
Alna Group, Tomas Milaknis shared his ideas about build-
ing a successful and responsible business, LFMI President
Zilvinas Silénas discussed the South Park series from an
economic perspective, and film director Marija Razguté in-
vited pupils to watch a movie and discuss the peculiarities
of bureaucratic procedures. The course can be accessed at
www.ekonomika-aktyviai.lt

Realistic Economic Analysis attracted a record-
breaking number of participants

For the seventh time, Realistic Economic Analysis attracted
116 students, lecturers and other professionals. Five ex-
ceptional lecturers: Dr Steven Horwitz (USA), historian Prof
Dr Egidijus Aleksandravi¢ius, Dr Ramunas Vilpisauskas,
MP Remigijus Simasius and economist Vytautas Zukau-
skas, were eager to broaden the general understanding
of economy and reveal unexpected relationships between
social sciences.
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An exceptional opportunity for students -
Prof. Michael Novak on ideals of democratic
capitalism

We have invited students to lecture on the ideals of dem-
ocratic capitalism delivered by Prof. Michael Novak (USA),
one of the most influential contemporary social philoso-
phers. Michael Novak is the author of almost fifty books
on culture, philosophy and theology anddelivers lectures
at prestigious universities around the world. Also, pro-
fessor is an active politician who served as United States
Ambassador to the United Nations Commission on Human
Rights during Ronald Reagan’s presidency. Even Margaret
Thatcher found his works inspiring.

Economics from A to Z in a single collection

Our book series on economic policy, which provides an
exhaustive discussion on the economy and its issues, was
supplemented by a new collection, Verslininko vaidmuo,
presented at the annual Vilnius Book Fair. It is a collection
of eight books on the following economic issues: the cy-
cles of money and business, competition, monopolies and
cartels, the market and morality, prices, and the role of en-
trepreneurs. The books are available at http://www.llri.lt/
biblioteka

Five new e-books in LFMI’s collection

From now on, electronic versions of books by Friedrich
Hayek, Algirdas Degutis, Steve Hanke, Elena Leontjeva and
others are available online. Look for your favourite authors
at http://www.skaitykle.It/leidykla/llri

The best interns are invited to work for LFMI
The number of those interested in joining our team is big-
ger than we can accept. This year, 39 students completed
their internships in the institute, two of them - from Aus-
tralia. After finishing their internship, Eglé Uzmiskyté was
offered a legal position and leva Navickaité began to coor-
dinate our educational initiatives.

The Education Centre



Initiatives

INITIATIVES

Our long term initiatives aim to educate society and encourage positive changes in the country’s governance. The success of our mission is brought by exhaustive
research and active communication with both, the media and the society.

“By introducing an easy-to-use
tax calculator, mokumokescius.
It, we provided a tool for Lith-
uanian workers to learn how
much taxes they pay and what
their money is used for. We are
delighted by the success of this
initiative and are very happy
that society finds it useful.

Kaetana Leontjeva
on the initiative | Pay Taxes

Zilvinas Silénas
on the initiative Entrepreneur’s Role in Society

“Many social and economic decisions de-
pend on the answer to the question, “What is
the role of the entrepreneur in the society?”
Even a country’s productivity and the pros-
perity of its people depend on it.

“We rate municipalities, because the
more they are concerned about their ef-
ficiency, and the stronger the competi-
tion between them is, the better it is for
people and business.”

Vytautas Zukauskas
on Lithuanian Municipal Performance Index




| Pay Taxes

Everyone pays taxes while earning wages, buying food or filling a fuel tank. However, do we really know what we are paying for? Can we honestly say how much
taxes we pay monthly or annually? In 2014 LFMI introduced a new educational initiative / Pay Taxes in order to create an easy and attractive tax calculator, to
show people what taxes and how much money they pay and, to acquaint them with expenses of the country.
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40,000 taxpayers used mokumokescius.lt
calculator in the first two weeks

Just after the launch, our unique tax calculator, which cal-
culates how much tax a person pays from his wages and,
through consumiption of goods and services that are (not)
subject to excise duties, attracted much attention of the
society. The calculator provides a personal tax receipt for
each taxpayer, as well as indicating where the money goes.

Articles and interactive advertising in the best
news portal

In cooperation with the biggest news portal delfi.lt, we
have introduced our tax calculator to its readers who were
able to count their taxes while reading the portal. Also, an
interactive advertisement helped to attract the readers to
learn about the taxes they pay. We are sincerely grateful to
delfi.lt for this huge surge of visitors!

100 publications in the media

Both, national and regional media were interested in the
calculator. By the end of this year, our project has appeared
in articles, interviews, commentaries and other publica-
tions about 100 times. In order to raise people’s awareness
regarding the money they give away as taxes, we partici-
pated in various radio and TV shows about taxes, budget
and its usage: LRT TV broadcasts Labas rytas, Lietuva and
Laba diena, Lietuva, LNK TV show Valanda su Rata, INIT TV
show Nuomonés and radio broadcasts of Laisvoji banga
and Ziniy radijas.

Initiatives

| Pay Taxes



Initiatives
| Pay Taxes

Bus stop posters in seven Lithuanian cities

The poster heroes Vida and Rimas invited residents of
seven Lithuanian cities (Vilnius, Kaunas, Klaipéda, Alytus,
Panevézys, Siauliai and Marijampolé) to calculate their
own tax burden.

Posters for 500 enterprises
Almost 500 enterprises received informative posters re-
garding the taxes paid from earning wages.

Not only in Lithuanian

After launching the calculator we received numerous re-
quests to add more languages thus it is also available in
Russian. To add, our partners from the news portal ru.delfi.
It provided their readers with the ability to calculate their
own tax burden while reading the portal.

LFMI invites citizens to find out what happens
to their income

LFMI President Zilvinas Silénas and senior policy analyst
Kataena Leontjeva invited the residents of Birstonas and
Pakruojis to test the calculator, to find out what taxes are
imposed in Lithuania and to calculate their personal tax
burden.

A booklet on taxes and expenses for citizens
and MPs

In a very simple and clear manner, our booklet on taxes
reveals the real situation of Lithuania’s public finances: the
amount of taxes and expenses and the burden of debt and
interest for the current and future generations. The book-
let was distributed among citizens and libraries, as well
as given to each member of the Parliament so that they
would realize what the present tax burden is and have less
temptation to raise taxes. All facts were also presented for
delfi.It readers.

Laba diena, Lietuva
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Municipal Performance Index

The Municipal Performance Index attracted the attention of citizens, municipalities, and media for the fourth time. The index measures how well municipalities
ensure the economic freedom of people. Our mission is to help municipalities self evaluate, as well as learn from each other. We promote change and development to
make life better, easier, and more efficient for every Lithuanian municipality.

Klaipéda city and Kaunas region - the leaders

Eaip Utenai pakilti 8 13 vietos
ir kalp pritranktl investlcijy?..

of 2014
——— D LFI In the end of 2014 the results of the Municipal Perfor-
_ F; ; - _ mance Index were published for the fourth time. The city of
N "! T - S Klaipéda scored the highest among seven city municipal-
; - e ities whereas the Kaunas region municipality finished in

e the first place from 53 country municipalities. The index is

available at www.llri.lt/lietuvos-savivaldybiu-indeksas-2014

E‘:m-:" i Recognized globally
T Our Municipal Performance Index was awarded a prestig-
m— L ious Templeton Freedom Award (USA) and a monetary prize
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of $100,000. This award honours the most outstanding
contribution to the promotion of the freedom of individ-
ual activity. Among this year’s eight finalists were think
tanks from Denmark, Lithuania, Mexico, and the USA.

Brad Lips (CEO of the Atlas Network) said that the Lithuani-
an Municipal Performance Index epitomizes the main idea
of this award, because it is a credible research with practi-
cal implications which ensure individual’s freedom to act.

HHWIEE L AR I T AT B BK Ve T
Pl e (i b

The most famous research

Just as every year, the Lithuanian Municipal Performance
Index became the focus of the national and regional me-
dia and appeared in it over 400 times. Since the index also
promotes discussions, politicians, journalists and citizens
debate about governing municipalities and whether the
economic freedom properly reflects the results of munic-
ipalities. Since the first publication, the index emphasiz-
es individual’s freedom to act as the main prerequisite of
prosperity, and we hope that these discussions will turn
into making a better life.

Initiatives

Municipal Performance Index
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Initiatives

Municipal Performance Index

12

Lithuanian municipalities sinking further into
debt

The index revealed a dangerous tendency of Lithuanian
municipalities to sink further into debt. According to the
index, 42 Lithuanian municipalities were in debt in 2013.
Despite that, some positive tendencies emerged. For ex-
ample, municipalities started to refuse abandoned build-
ings and unnecessary businesses such as municipal funer-
al homes. In 2013 the number of municipal funeral homes
and bookstores decreased from eight to four and from six-
teen to thirteen, respectively.

The most important event of the year for both,
mayors and cities

The Lithuanian Municipal Index became the biggest event
for Lithuanian municipalities. The index results are reflect-
ed in annual mayor’s reports, as well as in media reviews.
Ten mayors of Lithuania shared their accomplishments
recognized by the index in 2013. The first reports for 2014
also indicate that the results of the index are considered to
be of serious value.

Active discussions on investment in
municipalities

Last year LFMI experts delivered presentations and dis-
cussed about business conditions in the regions of Pa-
kruojis, Akmené, Raseiniai, Siluté, Radviliskis, Elektrénai
and Birstonas. LFMI President Zilvinas Silénas presented
reports on the investment attraction and cooperation with
the private sector and Laurynas Rekasius introduced the
results and the assessment criteria of the index. While vis-
iting seven Lithuanian municipalities, LFMI analysts had
discussions with over 200 municipal employees.

The index is also used by the Government

When introducing Marijampolé region, the Regional Devel-
opment Department of the Ministry of Internal Affairs refers
to the LFMI’s evaluation of municipalities. The index is also
positively evaluated by the Association of Local Authorities
in Lithuania.
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The Role of Entrepreneurs in Society

In 2014 LFMI finished its initiative The Role of Entrepreneurs in Society which lasted for over three years. The faith in building a better future from a better under-
standing of businessmen role in economy and their contribution to the public welfare is what encouraged us to take active steps in launching this initiative.

JCIP®

MeLiraion i iogg

Frviataree iegRio pime fus B e

SEKITE MUS SOCIALINIUOSE TINKLUOSE:

The initiative briefly

1 detailed study of citizens’ attitude towards entrepreneurs.

100 participants of the International conference Verslininko
jvaizdis: koks ir kodél.

7 talk shows on LRT television in the broadcast Labas rytas, Lietuva.

A businessman is like an antidote for the
cocktail of Marxist ideas

What do businessmen do? Do they contribute to the pub-
lic welfare or seek for a personal benefit only? Published in
2014, Verslininko vaidmuo presents articles by philosopher
Ayn Rand and famous economists such as Ludwig von Mis-
es and Israel Kirzner who discuss the entrepreneurs’ role
in the society. The book was presented in Vilnius Book Fair
and in Verslo Zinios and BzN Start publications.

Our lectures and seminars

Our interesting and exhaustive research and our different
approach towards business and entrepreneurs ensure that
we are always welcomed to present our findings and teach.
For example, a youth organization JC/ Lithuania invited
LFMI President Zilvinas Silénas to teach a course UZauges
basiu verslus. Participants were debating whether it is bad
to make profit, do entrepreneurs predict the future, etc.

24 videos received for the video contest leskome inovatyvumo versle.

1 2 advertisements of the social cycle in 12 Lithuanian cities.

100 articles, commentaries and reports in the media about the role

of entrepreneurs.

Initiatives

The Role of Entrepreneurs in Society
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GOVERNMENT WATCH

Every week LFMI thoroughly examines draft legislations and sends its observations and proposals to government institutions. It is much easier to stop the

Government from making wrong legislative decisions than to change laws later. LFMI also encourages the Government to make reforms in the areas of social
security, health care, taxes and others.

Government Watch

“From now on, as members of the Eu-

- “The Government is too
ro-zone we have to ensure that reliabil-

busy participating in the

ity and long-term stability of the euro business of power engi- ‘
would not be sacrificed to help countries neering to think about Sivinas Silénas,
Vytautas Zukauskas, in-debt or rebuild their economies.” !

: consumers.” LFMI President
senior policy analyst

“A person himself has to
choose the medical institu-
tion he wants to be treated in.”
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Reducing the tax burden

In our vision, Lithuania must be the lowest taxed European country and LFMI constantly provides arguments in favour of decreasing the tax burden in Lithuania,
as well as presents the possibilities to reach a balanced budget and economical ways of using it.
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Towards the immovable property tax

We actively oppose the reduction of tax-free real estate
value from one million to 750,000 Litas. Just after introduc-
ing the tax, LFMI stated that the Government will certainly
try to expand the circle of taxpayers. It is a shame that the
Government decided to move further and our prediction
became the reality in 2014.

Government shall not monitor citizens’ bank
accounts

In 2014 the Government made an attempt to validate unre-
stricted monitoring of citizens’ bank accounts and to intro-
duce solidarity of the VAT burden. Politicians claimed that the
surveillance of bank accounts would decrease the shadow
economy. However, LFMI noted that such a law would falsely
criminalize every citizen and the solidarity of responsibility
for paying VAT would negatively affect honest taxpayers. For-
tunately, due to our strong argumentative position, the Gov-
ernment decided to abandon the plan of introducing citizens’
surveillance and the solidarity of paying VAT.

We say NO to taxes on cars and potato crisps

In February the Government suggested to impose addi-
tional taxes on cars and fast food, as well as to increase the
excise duties in order to compensate pension cuts of the
crisis. LFMI strongly opposed the idea and encouraged the
Government to reduce the expenditure of the public sec-
tor instead of increasing the tax burden. Once again, our
arguments proved sound and relevant, leading the Gov-
ernment to reject the proposal.

May 8% - Lithuania’s tax liberation day

This day marks the significance of taxpayers’ contribution to
the public sector. A proper respect for taxpayers constitutes
an attempt to use the existing resources more efficiently by
stopping the expansion of the public sector and enhancing
the Government’s responsibility for the budget, but not a dis-
cussion about imposing additional taxes.
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The Government’s optimism in planning the
budget will be expensive

A survey of the Lithuanian economy revealed that the ex-
pectations of economy growth are fading. The estimated
growth for 2015 dropped from 3.5% to 2.8% and the same
situation is being rolled forward each year.

In December while the Parliament was discussing next year’s
budget, we examined the importance of economic forecasts.
We stated that the budget for 2015 will be based on unrealis-
tic forecasts and keeping in mind that the economic situation
in getting worse and worse the Government will not be able
to adjust to lower budget incomes. We fear that to cover ex-
penditures the Government might raise taxes.

Another analysis revealed that unstable laws and tax-
es force Lithuanian enterprises to move their activities
abroad. A considerable 70% of respondents indicated
that the number of governmental decisions unfavourable
to business has significantly increased over the last five
years. LFMI notes that business emigration reduces tax
collection. Read more about the analysis at www./lri.It/li-
etuvos-ekonomikos-tyrimas

New budget, old habits

It seems that the current government got rid of a bad habit
to announce the draft budget only a day before the an-
nouncement in the Parliament is made. However they can-
not stop increasing expenditure, raising taxes, borrowing
more money and breaking promises. Therefore, our team
has actively participated in committee meetings and en-
couraged members of the Parliament to evaluate every
possible threat to the budget, as well as provided com-
ments for the media.

22 international organizations against
regional and international tax regulation
Together with our partners, we addressed an open letter
to both society and responsible authorities including the
European Union and the United Nations in which we argue
against any type of regional or international tax changes
such as tax harmonization or imposition of new taxes and
provide arguments in favour of tax autonomy.

Loy raivkie L

IV Prograns Woriikops Macepts Dilieios Slopitma

Winigs o
i o o
o3 & -
Q e o o

SPORTAS  PASAULIS

etk o pobors Livaloos IF mesires Frenefbs Waso pinios Reading pamnima S mes sl jog Ve
[ Falgns i oot

Verslas nakuoiasi |mnll— nua nauiu makastiu baaa i uFsiani
oo Viltrak el 005000

Liet v waidhha kabart ape nauus moestun i s verias, udunt ikes gaba g pietros,
s, kap Swngti naup moiesly veado. Beddandam palake e sk veida, veisininka v
degiiay keba | ulien]. Areds, valdBs satvaia, had verdle, koboud jae moke sl be S8 umm, i b
nednge Tadia jotun pasrnkimg, o prasbejumiug processs bus L mnky st dbdw™, - sko
Listiusi el Fnkos iettuto prezdentin Thna Sienm

L0y

ARG AN TA RS Ry SLRTARA [EEE 2 AT L] T b a3

akm +) A Ll wtres v Tom Yislends *Ranra e magk

Naujas biudietas - seni Zalingi jprociai
Pt L

Audrshimle mes Gelme bes
(ristatyian HH5 il subipl
biaciess pocieises  Askaies
nisle mataa i o vickas
1 pristakie Saime Bk,
5. Duphaering wiirfls sislyash
Bo laEngs ot jau s
pind projeitan prvislisemes
lhws bwrd belboam sawaiees
Ikl printatyms Sarme.

TGRS

T subeing pewaricimas o
ety | progity bek Sweimo
L
Mers wamo falinos valddos

Vi dway eravarareonnsd® o7

|<:Latymm. lavZancioji val::lzm

s ol

v a e a rham T
ST

Faktal ir analizé

redmegas  alprga———
Iharaerbon  propaonaees SR GebIN s sRinkem, ey AL b

i, @
ol =

LIETUVOS
ERONOMIKOS
TYRIMAS
2015/ 2014 (2}




Reducing the regulation burden

To achieve the freedom to act and create we argue against new restrictions on the freedom of individual activity and call for repealing the current limitations.
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Minimum wage increases force companies to
abandon development and cut jobs

Last year we actively addressed the issue of increasing
the minimum wage and made a conclusion that it forces
companies to abandon development plans and cut jobs.
Our survey of Lithuanian enterprises revealed that the in-
creases in 2012 and 2013 negatively affected every third
surveyed company’s development plans, as well as result-
edin job cuts, increased workload and other negative con-
sequences. Since our arguments have gone unheeded, we
will continue our research on the harm of increasing the
minimum wage in 2015. Read more about the research at
www.llri.lt/faktai-ir-analize

A fair game for both, enterprises and the
Government

Although the Government demands that enterprises
would not use the euro as a disguise to raise prices, they
do not obey the same rules. The minimum wage has al-
ready been raised and there are plans for a future increase
thus we wrote an open letter and encouraged the Govern-
ment to play their own game fairly.

Restrictions on cash payments reduce people’s
choice

Despite the strong determination of some politicians and
continuous discussions on restricting cash payments, we
are trying to convince them and the society that such
restrictions are not effective in the fight against shadow
economy and this would only bring less choices of mak-
ing payments and higher expenses on payments for both,
people and business.

Government Watch
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Consumer credit market regulation shall
increase instead of relieving responsibility

LFMI conducted thorough research on the proposed reg-
ulation on the consumer credit market and concluded that
it would negatively affect both the creditor and the debtor
since the restrictions proposed limit the availability of con-
sumer credits. In our view, consumer market regulation
would not diminish personal responsibility and should
not be imposed unless the existing regulation is no longer
valid. Despite there were no changes in the current regu-
lation in 2014, we will continue to work until this situation
is solved.

Lithuanian Shadow Economy lli: A quarter of
economy is still in the shadow

Our third analysis of the Lithuanian shadow economy re-
vealed that 25% of Lithuania’s GDP is still in the shadow
compared to the pre-crisis level of 18%. Once again we
proved that everyone must fight against shadow econo-
my, not only customs or other institutions. The right ques-
tion to ask is how do we alleviate the problem by promot-
ing legal activity rather than how do we find the people re-
sponsible and prosecute them. First of all, the Government
should introduce laws, taxes and regulations that make
legal activities easier and more attractive and our analysis
provided several ways of doing that. Due to its relevance
and argumentation, the analysis was very well received by
the media and appeared in over 200 publications.

NO to the intrusion of privacy, YES to
responsibility

In 2014 the Government proposed a law that stipulated re-
strictions on using mobile phones when crossing a street
and smoking in cars and balconies. We drew attention of
both, the legislature and people that everyone should be
responsible for protecting himself, as well as others and it
is not the Government’s responsibility to do that. There-
fore, if we do not oppose such regulations, they will soon
control the amount of sugar in your coffee (if the coffee
itself will not be banned.)
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Competition brings cheaper administration for

‘Q" il v o multi-dwelling buildings
e . Ealohal iv-mnafied In Lithuania multi-family buildings are administered by
r— municipalities and private companies. However, we have
biic® & . " goF|  noticed that a strict price regulation and the attempts to
" DAUGIABU L—-'U ﬁ;DﬂﬂtN]STRHU!fﬂQ maintain municipal service providers may negatively af-
pahasibinn, 8 pratiye elihia —— A 117 T . e fect consumer interests and competition. The administra-
i ey Li RINKOS T‘Y _HI MAS tive market analysis revealed that both, public and private
' } service providers provide services for similar prices. To add,
the more intense the competition between companies,
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o "{_"'_""""_’"E"I'Hm‘ ‘ it ) SANTRAUKA the better it is for a consumer. Lithuanian municipalities,

Kai stabili vieta - nepageidaujama It ekl bl ik & ol e Ny e the Parliament and the Government were also introduced
v ek ot e Sl Sk ik o i g4 to the results of the analysis.
Bk vty mm:‘:' ﬂu Pt |’:':| ':Hril}l- " mm
] 1 talg g e ey Gy rwhpd e Prilrbena bad rdvs .
.mmm“‘““m,m‘“"m’ (oot MWE e Two conferences on evaluation and develo-
" ciopens ek i et crs s . . .
el L It B, sl Ay Jesbarocy pment of competition policy in Lithuania
eyt R e b pgars = v e In February we discussed last year's tendencies and prob-
escamndairuril e lems of competition policy together with almost 200 insti-
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tutions, business representatives and law specialists. Also, in
October, together with the Competition Council and Ministry
of Agriculture, we organized a discussion on the application
issues and violations of Article 4 of the Law on Competition
that stipulates the freedom of fair competition. The discus-
sions contributed to the establishment of our position re-
garding the possible development of the Article.

The obligation to inform about the merger will
continue to waste resources and time

LFMI noted that the limit prior informing about the merger
is unjustifiably low (15 million euro) and does not meet the
growth perspectives of Lithuanian enterprises and pro-
posed to increase the limit to Latvia’s level of 35.5 million.
Despite the legislature denied the proposal, we have re-
acted to suggestions to increase the merger control in the
EU and together with our partners submitted comments
to the European Commission.

No tax will be collected after increasing oil and
gas taxes

Just after the proposal to increase the tax on oil and gas
resources, we argued that an increase might negatively af-
fect other taxes while a decrease will certainly bring more
profit, income, collection of the personal income tax and
social insurance contributions.

Reducing the regulation burden
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A reform of the heat sector: the importance of
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Land purchase is restricted to Lithuanians
rather than foreigners

Before the land sale referendum we drew the attention
to the fact that those who choose to vote “for” will also
agree with other provisions regarding the expropriation of
private forests and the obligatory referendum on any mi-
nor issue. LFMI analyzed the so-called Law on Land “Safe-
guards”and made a conclusion that the law limits the pos-
sibility of agricultural activities for both, Lithuanians and
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foreigners. Unfortunately, the law was enforced despite
our attempts to reason the society, but we will continue
our mission and defend the ownership rights in 2015.

Land “Safeguards” Law is against the
Constitution
The law provides severe restrictions that limit people’s
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right to freely operate in the agricultural market. Our anal-
ysis revealed that the requirements for those who want to
purchase land infringes on the constitutional right of pri-
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junior policy analyst Dominykas Sumskis delivered a pres-
entation on the major issues in the field in a conference
in the Parliament and participated in a discussion on the
most acute problems with citizens, farmers and politicians.
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Initiated economy reforms

Our aim is to return the spirit and tradition of reforms in the most important areas of life: education, health care, social care and others.
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Currency Board has secured a strong Litas and
a stable economy for two decades

We emphasized the fact that no matter if we had Litas or
introduced the Euro, the reliability of the currency and the
stability it brings is of the major importance. We would
like to remind that over the last two decades, the Currency
Board ensured the stability of both, our economy and cur-
rency. We could trust our currency and we were sure of its
value. Established in 1994, the Currency Board of Lithuania
ensured fixed exchange rates between Litas and the US
dollar and, since 2002, between Litas and the Euro.

The Euro is not an opportunity to relax, but a
challenge to public finances

Since a new currency means new challenges and dangers,
we should prepare for a new stage of monetary policy and
be ready to face any problem.

For example, the Euro brings lower interest rates on credits
and improves the Government’s access to financial mar-
kets and the possibilities to borrow money. It should be
noted that other EU countries respect Lithuania particu-
larly for its sustainable and transparent policy of public
finances during the crisis. However, practice shows that
discussions on the budget tend to bring public finances to
the background thus easier credit conditions may result in
higher expenditure of the State. Lithuania’s participation
in the European Stability Mechanism (ESM) may be evalu-
ated similarly. Between 2015 and 2019 Lithuania will have
to contribute around 1 billion Litas and commit to an addi-
tional 8.5 million in case it is necessary. This mechanism will
only reduce incentives to make the necessary decisions in
order to save the budget and decrease expenditure. Why
bother saving money instead of seizing the opportunity
to borrow from ESM if we have already paid a billion for it?

Government Watch
Initiated economy reforms
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The alleged “Sodra” reform will cost over 5
million

The reform of “Sodra” emerged in 2008. We hoped that a
scientific research will provide a way to overcome chal-
lenges, attract investment and create jobs. However, even
five million Litas did not make it happen. Basic pensions
from the State’s budget are the only thing that may look
positive, but it is only a mere game of placing money into
another pocket. The only real benefit is the introduction of
limits to social fund contributions. However, it disappears
in the background of other taxes and never-ending pro-
posals to increase VAT, taxes on capital, real estate and cars.

The “reform” has already undermined our pension accu-
mulation and it will cost even more in both, short and long
perspectives since politicians will try to eliminate “Sodra”
deficit by imposing new taxes and all of us will have to
suffer from small pensions. We are actively addressing this
issue to the society, the media and politicians, but even
though the latter lacks behind the schedule, they do not
seem to hurry.

A planned knowledge economy does not exist

We pointed out that the Ministry of Education and Science is
taking more and more control over the freedom of choices
of pupils and their parents. Also, it means that the quality
of education is decreasing.

Quite unilaterally, pupils are encouraged to choose tech-
nological and natural sciences study profiles, a compulso-
ry math exam is being introduced and there is a desire to
wave the “money follows the student” principle. Therefore,
it looks like an attempt to deprive the parent’s opportunity
to decide what schools are the best and control the quality
of education in this way. There are suggestions to establish
an education research institute instead. Our politicians still
cannot comprehend the ability to choose exams freely, to
have flexible educational programmes and competition
among schools and opt for standardized bureaucratic
plans. We will continue to observe educational tendencies
in Lithuania in 2015.
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Prohibition on paying extra for a better quality
is suspended

LFMI actively fights for the possibility of patients to choose
better quality health care services. At present, a patient
may choose a more expensive or a better service (or a
medical device) by covering part of its price himself. For-
tunately, the amendments to the Law on Health Insurance
that proposed to abolish the current possibility were re-
jected. After all, it would aggravate health care problems
rather than solve the current lack of resources.

Information about the lowest prices of
medicine will continue to be provided

The Government decided to forbid advertising price re-
ductions of medicines. We strongly opposed and the pro-
hibition was not introduced. The Government argued that
people are taking too much medication and the increas-
ing expenditure on medicines is harmful for the country,
as well as for citizens. However, such a prohibition would
result in a lack of consumer information about prices and
reduced incentives of pharmacies to compete with each
other which will be reflected in higher prices.

A hard-earned freedom to establish health
care institutions

Last year the Government proposed to change the rules
of contract arrangement between health care institutions
and the National Health Insurance Fund and to impose ad-
ditional obligations on health care institutions. We have
spoken out against the requirement of three year working
experience and public procurement procedures in munic-
ipalities and called for upholding the current regulation,
because the proposed restriction would have restricted
the possibilities of entering the market. Our goal is to pre-
serve a fair competition and the freedom of choice. We are
happy to see a positive outcome of our work in the field.

Government Watch
Initiated economy reforms
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INTERNATIONAL PARTNERSHIP

We are gradually turning into an international organization. Together with our partners we actively respond to political decisions of the EU and are one of the strongest
founders and managing authorities of think tanks in Europe. At our invitation, famous economists, philosophers and lecturers come to Lithuania every year.

“International recognition and
a wide range of partners here
in Europe, as well as across the
Atlantic is a result of our persis-
tent work for 25 years.”

International partnership

Aneta Vaing,
Development and Program Director

“Thousands of readers and a wide
recognition of our work are the best
evidence of the importance and the
necessity of our mission.” Vidmante Ciziené,
Communication Officer

COMMUNICATION

Communication with the media, citizens and politicians constitute one of the most important parts of our work. To influence positive economic and social
changes, our ideas must be communicated.

Communication

(See page26)
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International activities

—t R R Expectations after EP election: an

international conference

In the end of April, towards the European Parliament elec-
tion, LFMI has joined the public discussion on EU issues
that are important to Lithuania and organized an interna-
tional conference European Elections Ahead: What is Next for
the EU Economy? Together with Austrian Economics Center
and Friendrich Naumann Foundation, LFMI addressed the
issues of centralized management and the problem areas

of shaping European tax policy.

S T— B, WS b * o

el i 1=

Lenkijos 1988-ujy reformy architektas Leszekas
Bakcerowiczius: Rucikimés naujoms krizéms, nes
taip ir nelémokome istorijos pamoky®

B, LAY Py Cevnan . e T e I v ey B
wartmany i arhison dder | sipom et s o e pandenien Sege
e At itk et Aselii g prbeL ol U A e e v e
Wit e A mhrr gy g by el e bl e, @ vl S,

Establishment of a new free market center
EPICENTER

Together with five leading European think tanks from
Spain, France, United Kingdom, Italy and Sweden, LFMI
launched a new independent initiative EPICENTER in Brus-
sels, in October. With this initiative we are going to address
the key issues of shaping public European policies and
actively participate by contributing our ideas. Read more
about the project at www.epicenternetwork.eu

Partnership with the 4LIBERTY network

LFMI is an active member of the 4LIBERTY network. The ideas
regarding topical economic issues by Central and Eastern Eu-
ropean policy analysts are available to all European countries,
as well as shared globally. Our ideas in the English language
are also available at www.4liberty.eu

The Think Tank School: Germany for the
beginners, France for the advanced

LFMI became the educational centre of think tanks in Eu-
rope. For five years now, we have successfully organized
international seminars and courses for other think tanks.
The beginners of these courses were invited to Germany,
whereas the advanced students travelled to Marseille,
France. Our team of Zilvinas Silénas, Edita Maslauskaité
and Vidmanté Ciziené had over fifty students and con-
ducted seminars on management, strategic planning,
fundraising and communication. International institutions
and experts from the best non-governmental organiza-
tions also shared their experience. Lectures were delivered
by Europe Economics (UK), Allgemeine Zeitung (Germany),
Cobden Centre (UK), Instituto Bruno Leoni (Italy), Atlas Net-
work (USA), Students for Liberty, The TaxPayers’ Alliance (UK) 2 5
and Cato Insitute (USA).

International activities




Communication
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A broad public communication

Among the most visible in the media

Our experts: Zilvinas Silénas, Kaetana Leontjeva and Vytau-
tas Zukauskas are among the most popular and frequently
quoted independent experts (TNS, 2014). Together we are
one of the most prominent independent institutions in the
media.

Media’s trust

In 2014, the ideas of our experts appeared over 1,900 times
in Lithuanian television, radio, portals and the press. Over
a half of those references are chosen by the journalists.
This proves that our position on the country’s economy is
recognized. Also, a survey about LFMI revealed that over
50% Lithuanians are aware of our ideas and agree with our
arguments and opinions that are regularly published in
Verslo Zinios, IQ, Lietuvos Zinios, Veidas, delfi.lt, 15min.It and
Irytas.lt.

LMFl in Forbes, Bloomberg and other
international media

The news about the Templeton Freedom Award has spread
over various foreign media channels, from American
Forbes to the Baltic Course. Our assessment of Lithuania’s
shadow economy was recognized by Bloomberg. We also
commented for various international agencies, the New
York Times and Deutche Welle, as well as for Dutch newspa-
pers de Volkskrant and the Trouw and Slovak Hospoddrske
noviny.

3,500 Facebook followers reading about our work and events.
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1 ,000"‘ newsletter subscribers receive our updates and invita-

tions to events each week.

20,000 website visitors each month. Our web page provides news and

analyses, as well as relevant information for students, politicians and other ac-
tive members of the society who are interested in a better future and solving

Lithuania’s issues.

55 new videos uploaded to Youtube in 2014. On LFMI’s Youtube
channel you can watch the comments of our policy analysts, as well as

find out about LFMI’s courses and seminars.



We are grateful to our sponsors,
friends and partners for their
trust and faith in a free and re-
sponsible individual rather than
“all-knowing” government. Our
unity is what makes us strong and
every page of this publication is
an excellent example of it.

Edita Maslauskaite,
LFMI Vice President

Contribute to LFMI's work

Our thanks to those who support LFMI

Today we are independent to create, work and earn and, most
importantly, we are independent from the government’s sup-
port and orders. However, freedom brings responsibility. We
emphasized it by establishing the Lithuanian Free Market Insti-
tute 25 years ago and it is still in our values today. Thus, we will
continue to follow the principles of freedom and responsibility
in the future.

Of course, words are easy to utter, but daily work for the pro-
motion of freedom and responsibility in both making laws and
living is much harder. Financial independence is an essential
part in our mission which would hardly be possible without it.

Currently, we are supported by over a hundred Lithuanian en-
terprises, a number of international funds from Germany, Bel-
gium and the USA, as well as by citizens. Therefore, it is evident
that the government’s interference and budget expenses are
not necessary to move heaven and earth. This principle is ap-
plicable to the pursuit of our mission and our diverse support
team is a guarantor of our status as an independent public pol-
icy centre.

A wholehearted support of the ideas you believe in is nothing
else than a profound tradition both in Europe and across the
Atlantic. Also, recent positive changes in Lithuania may be per-
fectly illustrated by an increasing number of social events and
greater attention to those in poverty and suffering from illness.
After all, a lack of initiative and responsibility may be as perni-
cious as poverty and a lack of health. Just after the transition to-
wards a market economy, we have successfully convinced our
partners that the ideas of freedom and responsibility require
voluntary support. Therefore, we can actually call ourselves pi-
oneers and be happy about our input to the development of
support traditions in Lithuania.

Edita Maslauskaite,
LFMI Vice President

Have any questions?
For more information on donating to us visit
http://en.lIri.lt/support

Contact Edita Masliauskaité, Vice President of LFMI by
email edita@lIri.lt or by phone (+370 5) 250 0287

Address any questions to Vilma Juskaité by email
vilma@llri.lt or by phone (+370 5) 250 0287

Our bank account No in SEB bank LT90 7044 0600 0124
3182, company code 110059496

Contact information:

Lithuanian Free Market Institute
Seimyniskiy str. 3A, LT-09312 Vilnius

Tel: (+370 5) 250 0280, (+370) 687 48475
Fax: (+370 5) 250 0288

Website: www.freema.org
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