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ABSTRACT. The article presents a hypothetical model of the
asset-based policy implementation applicable to Lithuania, upon
opening long-term savings aecounts for all the conntry's newborns
and allocaring  the accupinlated  funds 1o the Children's
Opportunity Fund, The findings of the article are based on the
results of a represenfative Survey of Lithuanian pepulation
described i Laurinavidius and Galiniend (2013) and on the
outlook of the asset-hased policy niodels implemented in foreign
countrics. The object of the rescarch is the asset-based policy
inplementation model applicable to Lithuania. The main (ashs are
to dascribe basic parameters of the model, its functioning
principles, amd expected resalts. The paper wlse analpses various
options of pelicy financing and overviews investment possibilities of
acewmalated funds. The paper finds that the asset-based policy
could be implemented in  Lithuania, thus, reduecing wealth
inequality and poverty vate, it @ wdy that everybody becomes
irvestor and capital owner.
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_ poverty rate,
JEL classification:. D63, 138. - authors on it
| explored, Th

social-econo:
current socig
policy shoul¢
' ) . _ o knowledge, ¢
Income inequality and high poverty rate stem the evolution of society and state; they everyone a |
4 and education of residents, conditions of housing, and  {  results of & 1
delinquency rate. Income inequality and wealth disparity cause political discontent that may ~ opinion on tf

laad to serious social upheaval. + inhabitants w
Traditional methods that deal with poverty and social inequality focus on issues of © | savings accor

Introduction

have a significant impact on healt

income and consumption with particular importance given fo the idea of progressive taxation " Foreig
and increase of various benefits to the poor. This policy, called income seculity or income ' implementaticz
ividuals in distress; however, it is not intended - Public Policy

support pelicy, is a passive one: it supporis ind
to develop their possibilities {Sherraden, 2002, 2003). Research works suggest that transfer of
benefits to the poor does not reduce a pre-transfer poverty rate (Danziger, Plotnick, 1986}
Modern, post-industrial economy needs active social policy based on savings,
investments, and wealth accumulation, encouraging personal development and oroviding - - -} Sherraden (1¢
motivation for development of one’s knowledge, skilis, and abilities. Such a new kind of ~ " Marks er o/, (
social policy that emphasizes long-term possibilities based on accumulated wealth is called - [ De Meza of |
interest in asset-based welfare became increasingly " Wheeler-Broo

asset-based policy (Sherraden, 1991). The 1 8
popular throughout the world in the last decade of the 20" century. Efforts have shifted from D Mason es ol (
scientific research to practical implementation of ideas: asset-based policy is tested and - 8everal differe

aching majo

implemented in Anglo-Saxon countries (Greaf Britain, USA, (anada) and English-speakin‘g' : :
majOfit ; bene
the. Y

countries of Southeast Asia.
The topic of Social Policy is widely analysed in the works of Lithuanian authors:
works of the Lithuanian Social Research Center, Institute of Labor and Social Research {J.-
Aldukaite, B. Gruzevskis, A. Sileika, R. Zabarauskaits, D. Skuliené, R. Lazutks, _V_:.:
Stankiniend, 1. Blaziené ete.) are of great importance. Aldukaite (2009, 2010, 2011) analyses.
Lithuanian social welfare system, reforms, and formation of social security institutions ind
historical {post-Soviet) perspective; Guogis (2008, 2611, 2012}, Guogis, Gruzevskis (2010
focus on the models of Lithuanian social policy and welfare, examine social services.
social sceurity; Jasilioniene (2005), Stankiiniené e of. (2001, 2003, 2005), Sileike;
Tamasauskiené (2003) explore the family policy and benefits to families; Lazutka (200
2007). Lazutka et al. (2008), Zalimiené, Lazutka (2009), Zalimiené (2011), Skutiené (2008
aite, Blaziend (2012) foct
yse welfateé

20103, Blaziene (2002), BlaZiene, Zabarauskaite (2011), Zabarausl
on the questions of social 200

maintenapce and social support in Lithuania, anal

inhabitants and inequality of income; Pajuodienc, Sileika (2001), Zabarauskaité (2004,
2007), Sileika, Zabarauskaite (2006, 2009), Sileika et al. (2009) analyse questions of povel
methodology, measurement, poverty rate, factars of poverty, various sccial layers, and,

standards.

It could be stated that majority of Lithuanian authors analyse living sta .
to soive !

poverty indicators, income inequality, its dynamics, reasons, and certain ways :
problems; however, the assei-based policy, as a new measure 1o solve social probled?
scarcely explored in the articles of Lithuanian authors. The articles of Laurinavidius

1. CFED {Corpc
University of
policy were

This ar
tscribed in L
9‘;51615 iniplen

The ()b.
uania. The
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(2011), Laurinavidius, Galiniene (2013} are
f the asset-based policy on inequality and
rate. In the latter one T aurinavitiug and Galiniene review the papers of Lithuanian
! opic of social policy and check if the topic of assel-based policy has ever been
ored. They briefly analyse the efficiency of current social security policy in Tithuania and
|.economical state of inhabitants, They conclude that in order to reduce inequality,
et social policy <hould be reformed, and the current income support (or income secuirity)
5 icy ghould be replaced by the asset-based policy, which stresses the development of skills,
k@medgc, and capabilities. promotes savings, investments, and building of assets and glves
eryone & possibility to become a capital owner. The above-mentioned article presents
lis of a representative survey that has been conducted to explore Lithuanian inhabitants’
. on the asset-based policy. The survey revealed that the vast majority of Lithuanian
hitants would agree with the implementation of asset-based policy, based on children’s

ngs accounts.

Foreign authors paid a tot of attention to the agset-based policy and ifs practical
,f_nplementation. Especially significant studies were conducted by the IPPR (Institure for
iblic Policy Research) in the UK: Public Policy Institute New America Foundation, Institute
CFED (Corporation for Enterprise Development) and the Center for Social Development at
-’Uﬁiversity of Washington (5t Louis, U.8.) in the U.S. Goals and features of the asset-based

“pelicy were widely analysed by Meyer ef al. (2008a, 2008%), Ackermann ef al. (2005),
cherraden (1991), Lerman, McKernan (2008), Sherraden (2010), Elliott, Wagner (2007},
Marks et al. {2009), Finlayson {2008, 2009), Maxwell, Sodha {2005}, Beverly et al. (2008),
“De Meza et al. (2008}, Willis (2008), Thaler, Qunstein (2008), Thaler, Benartzi, (2004),
-'Wheeler-Brooks {2008), Prabhakar {2009, 2010), Cramer (2010), Sherraden ef al. (2010},
Mason ef al. (2009}, Goldberg ef al. (2008), and others. Various authors have come up with
* geveral different methods fo implement asset-based policy: one-time grant to all individuals o
" reaching majority; regular monthly henefits for all citizens of the country, after reaching
o majority; benefits to newborns: one-tine transfer by the Government to the children’s savings
. “accounts (hereinafter - CSA) opened to all the newhorns; matched savings accounts for the

- poor and transfers by the Government that match at a certain ratio and to a certain limit the

© personal savings transferred to these accounts.

This article based on the resulis of a representative survey of Lithuapnian population
deseribed in Laurinaviius, Galiniene (2013) and on the outlook of the asset-based policy
"models implemented in foreign countries presents a hypothetical model of the asset-based

policy implementation applicable to Lithuania., describes its key parameters. functioning
principles, sources of financing, and expecied resulis.

The object of this research is the asset-based policy implementation model in

Lithuania, The methodology used in this research is @ comparative and logical data analysis,
graphical data representation, hypothetical model development, and model  sensitivity

analysis.

2013), Laurinaviciug An., Laurinavicius
4t ones 1o analyze the possible impact ©

11

=

1. Parameters of the Asset-Based Policy Implementation Model

disadvantages of the main asset-based welfare .
foreign authots and used in practice, it would be
accounis in Lithuania: this model has
(UK, Canada, Singapote, S. Korea,
tement in a political sense because

After assessing the advanfages and
implementation approaches proposed by the
advisable to choose the option of children’s savings
already been applied in a number of foreign countries
Hong Kong. eic.); hesides. this medel is easter 1o imp
CTONOAMICY, Val. 13, No 3C (330), 2014
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paying small henefits to newborns requires much less public spending than paying large
benefits to everyone attaining adulthood. In addition, the longer the asset accumulation
process is, the greater amounts of capital can be accumulated.

The children’s savings account model is based on the idea that long-term savings-
invesiment accounts should be opened tor each newborn, provided that the initial deposit for
such accounts is made by the State Government and the funds accumulated therein are open
for disposal only in adulthood. The use of such funds may be either restricted for specific
purpeses or completely free,

Rased on the asset-based policy implementation purposes, referred in literature and
applied in practice, there might be set several different objectives to the policy model

proposed for implementation in Lithuania (Tuble 1).

Imvastment
object Mo 1
(Gey bonds)

Table 1. Objectives of the asset-hased policy and their indicators

Objectives Indicators Swedbank
vain Reduction of income and wealth inequality and|C hanges in Gini coefficient, poverty rate CSA Mo
poverty rate CEA Mo.2
Secondary Tncrense of financial knowledge Average estimate  of the financial planning  and
management classes in high school

Accumulated capital in CSA after 18 years. a shate of
arents’ savings in the accumulated capital
Changes of birth rate

Higher education coverage. the number of Lithuaniar ©
students having graduated from the foreigh universities '
Changes in the level of domestic investment, FDL} "

Tncrease  in the level of investiment an
innovation changes in the Summary innovation index

Source: authorial computation.

Development of saving skills and increase of
saving rate, accumulation of financial capital
[ncreage in birth rate

Tncreass in aceess to higher education

of the asset-hased policy; Sowrce: authorial ¢

Tt should be noted that in order to facilitate implementation

the message of the increase in financial knowledge and savings rate should be communicated. Figure 1
4 i . » . N . 3 e

Other authors’ studies and surveys carried out In other countries prove that the asset-based -

policy, moie precisely the children’s savings accounts, are easily introduced in response t03 Childrer

in return for it
Aquisition of
Investment polic

Children
6,_. - bene
year-olds and
ildren whose I
.- persc
Emselves in (¢
. Itshould
Dllity to finapce
1 greatey detail
Q_Limulated cap
lie other hane
lation sypye
VoY), the inj
heless, giy
y_, it is adyi

low household savings rate and poor financial literacy. The policy should be faunched witl
small initial deposits for the opened newborns’ accounts and an option for parents and’
guardians to supplement the accounts with their own savings. In the long course, supporters of-
this policy might increase the initial deposit, the degree of progressivity etc. The majo
challenge is to introduce the pelicy; subsequent policy adjusiments and improvements &%
much easier task. :
Engagement in this pol
country, born after a certain date (if possible, cert
retrospectively). In order to ensure a universal engagement,
be automatically opened within a month after the child’s birth.
Newborns’ accounts could be available in any credit institution that would be wil

to parlicipate in the policy and to open investment accounts that satisfy the main pl
conditions (i.e., blocked withdrawal of funds, eic.). Implementation of the policy W
require a special investment fund, the units of which should be acquired by the pof
participants. Taking inte account the key objectives of the policy, such a fund shoulé
pamed as the Children’s Opportunity Fund (hereinafter — the Fund). A new pu
management and supervisory authority to supervise the ¥ und should be created as well.
The legal framework of the policy, the Fund, supervisory authority should be endl

by a special law. A principal scheme on the asset-hased policy implementation in Lithud

provided in Figure 1.
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icy should be universal, applicable to all newboins Df.‘lt.heﬁ
ain cohoits of children could be included.
accounts of all newborns sb old
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rights of claim

L Children’s Opportunity Fund

monay

Ivestment | Iovestraent Iyestmert object Mo The law on Chitdren’s
ghject Mo 2 | objecti Na 3 | N ol ’ Opportunity Fund
(sharas] bonds} {state verdure captal fund) .
i L
shares ! - lggal regutation
units money

Administrative and
! supervisory authority

management supamision

capital grants

“ability to finance the new policy, on the one hand,

fund wruts
F 18.year-clds ‘
‘ 140 thous, people each year)
SEB Danske Hordea other bank
C8A Mo 1 C8A Mo 1 CSA N 1 C8A ol
C3A N2 CSAMo.2 C8A M2 C8A N2
oS4 No.. C3A Mo GSA Mo... CSA Mo...

benefits for newhorms
SBVNGS genefits for G-year-olds

benefits for 12-yaar-olds

Gov codnvestments

State budget J

Figure 1, The Principal Scheme on the Asset-Based Policy Implementafion in Lithuania

Parents
Children

. Saurce: authorial computation.

Children’s Opportunity Fund would receive incomes from children’s savings accounts

4 i return for its investment units. The resources of the Fund would be allocated for the
| " acquisition of shares, units, bonds, or rights of claim of inv
" investment policy is more widely described at the end of the article.

estment objects. The Fund’s

Children’s savings accounts, in turn, would have two sources of financing:
nenefits from the state budget: initial benefits to newbotns. additional benefits to

f-year-olds and 12-year-olds, and Gov. co-iinvestments (definition provided below) for
children whose parents or guardians are attributed to the at-risk-of-poverty rate;

personal savings {investments of children’s parents, guardians, and children

themseives in CSA).

14 should be noted that the size of benefits from the state budget depends on the state’s
(the policy finapcing sources are discussed
in greater detail at the end of the article) and on the eriterion of adequacy {i.c., so that the
accumulated capital would allow achieving the objectives of the policy at the maturity stage),
on the other hand. Taking into consideration these criteria as well as results of the Lithuanian
population survey conducted in 2013 (Laurinavitius, Galinieng, 2013) (hereinafter — the
Survey), the initial benefits of the asset-based policy should amount for 5000 LTL.
Nevertheless, given the shove-mentioned tule for easier implementation of the ,,cheaper”
policy, it is advisable to allocate lower bencfits for newborns and additional benefits for

TRANSFORALATIONS [N BUSINESS ¢ HCONOMICY, Vol 13, No 3C (33C), 2014
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children at a certain age. Thus, payments to the opened children’s savings accounts should be

as follows:

benefits for newborns — 3.000 LTL. About 35,000 children are born in Lithuania
al costs of the policy implementation would amount to 100M LTL per year;

each year, $0 inifi
of the State Social Insurance Fund Board’s budget or

in comparisor, this corresponds to 0.8%
0.4% of the Government expenditure;

- additional benefit for a child at the age of 6 — 1,060 LTL:

. additional benefit for a child at the age of 12 — 1,000 LTL.

[n order to meet the criterion of progressiveness. benefits to children born inio tamilies
attributed to the at-risk-of-poverty rate shoutd be twice as large. ie., 6,000 LTL at birth. 2,000
LTL at the age of 6, and 2,000 LTL — at the age of 12,

Every month the child’s parents, guardians. or the ¢
supplement the CSA with & cettain amount of money. In order to encourage savings, it is

adyisabie to take the following measures:
. parents’ or guardians’ funds transferred to the CSA could be subjected to the

personal income tax allowance (Art. 21 of the Law on Personal Income Tax should be
supplemented), which currently is applied for life insurance premiums. The annual limit of
parents’ or guardians’ savings o be granted with
(100 LTL/month/child};

hildren themselves might

- investment earnings on a CSA would be exempted from the personal income tax

(Art. 17 of the Law on Personal Income Tax should be amended).

Taking into consideration the risk that wealthier individuals can save more and, thus, .

in the future, whereupon children attain the age of majority, this policy could increase rather
than reduce social inequality; it is appropriate to provide matched benefits from the stae
budget, which would match the parents® or guardians’ (atuributed to the at-risk-of-poverty
rate
investments would have the foliowing limits:

- match ratio would be equal to 1:1, e, if the child’s parenis or guardians

deposited 100 LTL to the CSA, the same benefit would be transferred to the CSA. from the. .

state budget;

child. Empirical studies have proved that the match limit is understood by peopl
signal of what level of savings is expected of them, and they try fo
Sherraden, 2007). 1t is, therefore, likely that the annual Gov. co-investments Hmit of 300 LIL
would encourage to deposit the same amouni of personal
Gov. co-investments is limited to 300 LTL per year, since
asset-based policy: assuming that all newborns™ parents be
rate would always take advantage of the maximum amount of Gov, eo-investments, this 10
would cost 2M LTL to the state budget for the first policy year and up to 32M LTL - for 1
18" and subsequent years.

The funds accumulated in a CSA would not be allowed to usc before the child atia
18. Children at the age of 18 (children themselves, but not their parents ot guardians) WO
receive the entire accumulated amount te be used for the following four purposes:

1) For studies in {ithuanian and foreign institutions of higher education (during _

98% of the Lithuanian population). The capital amount accumulated
d alsa encourag?
ng of the i
f the I

Survey, approved by
CSA would not only facilitate studies in national universities, bul weul
youth to go abroad to the best worldwide universities. Such type of spendi
wccumulated in the CSA would not only contribute to the implementation o

TRANSTORALATIONS TN BUSINELSS e ECONOAICS, Vol 13, No 3¢ (330, 2014
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ome and wealth inequality and

hieve one of the secondary goals that is to increase

{0 higher cducation (measuring it by higher education coverage rate and by the number
students that have graduated from foreign universities).

For housing down payment (during the Survey, approved DY 500, of the

yanian population). The accumulated amovnt of capital would be cufficient for a down
" of the average new b (considering that the average price of

ousing in tbe capital
in Vilnius amounts o 200,000 LTL and a chient must cover at least 15% of the
price with owning funds, down payment for housing amounts 10 30,000 LTL). This
e amount of capital accumulated m the CSA would meet the criterion of
td allow achieving the goal to reduce the income and wealth inequality and
e society of owners. evealed that residential

ponent in arder to op

hich is to reduce the ine

R of the asset-based policy W

1y rate, bt would also help to ac

sapg that th
16quacys i,e., Wou
i by forming th
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residential investment &

of return) than financial investment;
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suggests that the real estate provi
. 5 yeal estate in the investment portfo
appropriate level of return, OF increases its return @
Consequentlys such an investment and housing loans optimize the investmeitt portfolio.
d that the above-mentioned way of spending funds accumulated in the

housing market that antrusts development of

Tt should be note
mote equivalent
jonal real estat® development companies and 1ot for the companies that
| estate projecis ('Laurinaviéius, Galinieng, 2011).
of the Lithuanian population supported it).

204 of the Lithuanian population SUpPOT

dwellings for profess
engage i speculative rea
3) Tostarta business (41%
4y Far health care services (3
child is terminalty il oF hag a disability.
Control of the accumulated fun
sdministrative and Supetvisory authority.
upon Tecetving benefits at the age of majority, 18
asset management Skills (which differ greatly as P
unequal opportuniiies ity the past): it is necessary to

uch education could imprave aseet management gkills of lower social classes 10 those of the
middle class representatives and help to realize that saving foday would ensure a greaier
e rate of voluntary participation in financial
1| a5 regarding the approval expressed
s spould be

security for tomotTow. Given the fact that th
education courses is 1ow {Scanlon. Adams, 2009}, as We
education progyanimne

by the respondents of the Survey, masdatory financial
introduced in all secondary schools in the country.
In order tO determine the need for financing

budget and expected rates of capilal accumuiation p
Under the simulation, the above—mc—:ntioncd benefit amounts

were used:
. ipitial birth rat

ted it), when 2

flity shouid be delegated fC the
geration that personal behaviour,
certainly determined by the social class and
cople’s skills apd interests are influenced by
develop a financial education programme.

ds’ spending eligib
Talking into consi

of the asset-based policy from the staie
er individual, gimulation was conducted.
and the following assumptions

e 35,000 children per year (the average of the last five years’ birth

e —
Ch

rate);
e
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- change ip birth rate: +1% per year evaluating the positive impact of the pelicy on
g pery P pelicy

the birth rate);

. at-rigk-of-poverty rate: 20% (data for 2011);

. change in at-risk-of-poverty raic: -0.25% per year;

. average annual return of the Children’s Opportunity Fund: +3% {weighted average
interest rate of the Lithuanian Giovernment bonds with maturity tonger than 1000 days from
01-01-2001 to 30-11-2012 is 5.1%):

_ investments of parents not belonging to the
1 TL/month (86% of Survey respondents indicated they w
amount to the CSA);

. Gov. co-investments in the CSA of children who are at-risk-of-poverty rate 300

LTL per year (25 L.TL /month);
_ " investments of parenis belonging [0 the at-risk-of-poverty rate in the CSA: 23

1 TL/month (parents would seek o fully Lutilise™ Gov. co-investiments, which would be 25
L TL/month; thus, the total deposits for the accounts of these children would be equal to the
deposits for the accounts of the children who are not at-risk-of-poverty rate, ie., 50

at-risk-of-poverty rate in the CSA: 50
ere able and willing to deposit stch

LTL/menth):
2014, and its first cycle continues until 2032, when -

- the policy has been initiated in
accumulated funds cen be withdrawn by the first generation of youth participating in the

programme.
. . . 1
Discussed assumptions are showt 1n Table 2.

Table 2. Assumptions of the Asset-Based Policy Implementation Model
Muntber of births per year 35000
Annual change in birth rate. % 1.00%
Atrisk-of-poverly rate. % 20.00%
Arnual charnge in at-rish-sf-paverty rate %o 0 26%
Antuat return on investment. % 5.00%

Flotior the [ Forthe
Benefit amounts poat poor
Srgte benefit to a newbom. LTL 3.000 6.000
State benefil at the age of 6. LTL 1.000 2000
State banefil at the age of 12, LTL 1.000 2.000
Parents’ imestmants. 1LTL/manth 40 25
Gov. co-imvestrments, LTL/manth 25

Source: authorial computation,

helow shown results of the model were obtained. W

Based on these assumptions the
16 above-mentioned assumptions

different assumptions, the results could vary, however it
retrieved from the Survey and Statistics Lithuania,

2. Expected Results of the Asset-Based Policy Implementation Model
The Fund’s membership would increase from 35,000 members in the first y?al"

policy implementation to 686,000 during the last year of the relevant cycle, and then the 18

growth would stop as new members {the newborns) of the Fund would be offset b

e
U ereinadler, berms used in figutes and tables poar” and not poor™ ¢ at-
povelty rale” and ,.not belonging Lo the at-rigk-of-poverty rate”. :
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35000
1.00%
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-0 28%
5,003
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'of leaving youth (18 year olds). A slight increase in the number of members could
ce only due 10 the positive change in the number of births.

- Taking into consideration the above-discussed assumptions, calculations show that the
sed for policy financing would reach 126M LTL (see Figure 2) and increase to 262M
need would be influenced by the increasing birth rate, benefits to
Ids, as well as the Gov. co-investments in the CSA of

i
y 2031, The growing
*olds, and later - to 12-year-o
on belonging to the at-risk-of-poverty rate,

300 -

250
200 |
150 -
100 -
50 -
.
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W Bz nefits for newbaorns M Gow o+ InvEs iments
Banefits for Goymar-olds 7 Benefle far 12-year-olds

sine: authorial computation.

| Need for Financing of the Asset-Based Policy in 2014-2031, Million LTL

" Figyre 2. Hypothetica

All the state benefits through individual savings accounts would reach the Children’s
e Fund's assets would also grow due to retura Of
Hvestment (see Figure 3). Although during the first year of policy implementation the impact
f the retumn on investment would not be significant, in the 18™ (and subsequent} year of the
und’s existence the return on investment would account almost to 30% of its income.

benefis fo 12-
T, | yearvids I .
500 banesfits 1o 8- -
yEar-0rE
P I | SRV
i : . .
| .
200 - o - e s
GO0 o e e i N
150 hgg E,%_E B H A
PO N M R ) Qs el gy
P R e

B State benelils Investreny £ains

etical Annual Changes in the Children's Opportunity Fund’s Assets in 2014-2031, Million

Figire 3. Hypoth
LTL

Fund’s asset value would increase from 126M LTL in 2014 to 5.18
LTL in 2031 (see Figure 4), and then the growth would stop since the increase in assets,
resulting from state benefits and investment gains, would be offset by pay-outs of ihe
accumulated capital to young people leaving the Fund (the first generation of young peopie

In such a way, the

ey e
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would leave the Fund in 2032). In the simulated scenario the first generation leaving the In this way
Fund would take 461M LTL. I LTL in 2034 (se

unchanged), I the
955M LTL. The as
state benefits - 3.3
investment gaing -

000

5000

< 000 - . B - [

3000

2000

oot

5
B
15 EERR

a

Source: authorial computation.

Figure 4. Dynamics of the Assets of the Hypothetical Children’s Opportunity Fund in 2014-2031, Milljon
LTL

The larger part of the Fund's assets, i.e., 3.5B LTL, would consist of the received state - |
benefits; however, 1.6B LTL would be earned by the Fund (i.e, almost one-third of the ~ Source: zuthorial compu
Fund’s assets). ‘ ‘ . , | Figwre 6. Dynamics of

[t should be noted that Figire 3 and Figure 4. present changes in the Fund’s assets and - |
its size, considering solely payments from the state budget (including Gov. co-investments for -
children belonging to the at-risk-of-poverty rate) and their investment gains, but not taking in
consideration parents’ and guardians’ contributions and their investment gains (after all, Gov.-..
co-investments would not be possible without parents’ investment). However, the main
purpose of thess figures is (o demonstrate a marginal need of public funds for nnplemcntatmn
of the asset-based policy: thus, the absence of private investments in these figures is nota -
material shortcoming. o

If parents made the essumed investments in the CSA (respectively parents of the not
poor children— 50 LTL/month per child, and parents of the poor children — 25 LTL/month per. "
child), the annual incotne of the Fund would account to 126M LTL in the first year and.
increase to 1B LTL in the 18" year of policy implementation (state benefits would account to
25% of inflows, parents’ investments - 35% of inflows, and investment gains - 40% of,_
inflows) (Figure 5) '

After reviewi
e eed for financing,
1 Individual level, 7gb,

~Table 3. Hypothetical a1

Hree authorial conmpita

It can be seen
% -529 of the tot
“Sented amounts o
Uacy, ie., the Li
Ietives set for the
0iild e accumulatec
Ortinities for gy
fbendent, 2ic.).

It is likely that
SCenarios for Tab
Survey res ponc
S5et-baged policy *
ased by appropri:

Stars Danef-ts T Pacsants invosianents fnvestmenk gang

Source. authorial LODHLIM\UOH

Figire 5. Hypothetical Annual Changes in the Children’s Opportunity Fund’s Assels in 2014-2031,
LTL, with Parents’ Investment

o4
=5

I Note: the Funel's balnce of Incomes and paymenis wolld be equal to 0, provided that the birlh and poverty rates did not changs
the balunce of incomes and payments would not be egual to 0 and the Fund's asset sive would slightly vary,
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¢ assel value would increase from 126M LTL in 2014 ic 9.2B
and then would stop changing (wiih other assumptions
ed). In the simulated scenario the young genetation leaving the Fund would take .i
{,TL. The assets of the Fund would consist of the three nearly squal parts: accumulated ;
benefits - 3.5B LTL, accumulated parents’ investments - 118 LTL. and accumulated

E | | sstment gains - 2.6B LTL.

"Fund in 20142031, Millioﬁ

Tn this way, the Fund’
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gsets of the Hypothetical Children’s Opportunity Fund in 2014-2
LTL, with Parents’ Investment

s in the Fund’s assets an: gire 6. Dyanics of e A 031, Miltion

1 Gov. co-investments far
1t gains, but not taking fy
1ent gains (after all, Goy, -
nt). However, the main -
ﬁ.mds for implementation

in these figures is not

hetical situation of the Children’s Opportunities Fund and its
hat is likely to result from the policy at an
accumulated during 18 years:

L After reviewing the hypot
“need for financing, it is jmportant to analyse W
individual level. Table 3 presents expected amounts of capital

‘-:Iable 3, Hypothetical amounts of capital accumulated by participants of the Children’s Opporfunity Fund
- after 18 years, LTL

l:twely parents of the not . ot pcr
ren - 25 LTL/month per . Withoa Vith 1 wihout With

L in the ﬁl‘s’[ year and investenant | imestment | investmant | investment

enefits woul State benefit 7 000 5000 10.000 10.600

d account to G comesiments 0 0 o 5400

Parents investmants \ 0 10 800 g 5400

.3006 11436 10.712 16.791
10.356 27235 20.712 3759

Investment gains
Account balance after 18 yeats

stment gaing - 40% of

Source: authorial computation,

long-lasting policy would result in investment gains equal to
| fn any scenario. Tt should be noted that the

within 18 years would meet the criterion of
- adequacy, le., the Lithuanian population believes that such capital would allow achieving
objectives set for the asset-hased policy (according to 64% of Survey respondents, there
should be accumulated 10,000-50,000 LTL in the CSA in order to give young people greater
opportunities for studies. first business, to pay a down payment for housing, to feel

independent, efc.}.
Tt is likely that implementation of ¢

It can be seen that the
42% -52% of the total accumulated capila
presented amounts of capital accumulated

he asset-based policy would help in the first and
third seenarios for Table 3 to come true, First of all, this is supported by Survey respondents:
81% of Survey respendents would agree to deposit into their children’s investment accounts if
s i ot e s : 'Fhe asset-based policylwas implemented. fn addition, as al;eady mentioned, deposits could be
» wngeotherwise. 1 increased by appropriate amendments to the Personal Tncome Tax law. And finaily, the

\ssets in 2014-2031, Million

(33C), 2014

_'______—_;
{33C n 1 ‘ - —
), 2074 TR TTORALATIONS IN BUSINESS ¢ ECONOMICS, Val. 13, No 3C
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noorest residents would be encouraged (o save by Gov. co-investmenis (results of the Survey
have demonstrated that if personal savings were subject to the Gov co-investment incentive, it
would significantly teduce the percentage of population tending to invest a minimum amount
in the CSA, and increase the percentage of residents tending to invest a maximum amount in
the CSA),

The Figures below show the capital accumulation process from
of the relevant asset-based policy implementation cycle, when personal funds are not invested

(Figure 7) or are invested (Figure 8) in the children’s account.

the first to the iast year

SERRRCLLCRRLLL LR ent

4 3015 2016 2017 20iF 2019 2930 M2l 1027 1023 2084 20 2026 107 2026 232% 2D,

B Skate berehbs for nobagor  Invezerment gams nat aocr W Sgg hanedos far the pogr Invastrenbgan: pgof

Source: authorial computation.
Figure 7. Account Balance of the Participant of the Chiidren’s Opportunity Fund (without Parents’
Investment) in 2014-2032, LTL
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Source: authorial computation.
8. Account Balance of the Participant of the Children’s Opportunity Fund {(swith Parengs’ "

Investment) in 2014-2032, LTL

In order to evaluate the impact of the above-mentioned assumptions to the simu
results, a sensitivity analysis was conducted. First of all, the impact of the assumptions f.lb
the need for financing was evaluated. Table 4 shows how the need for financing Would v
during first and last year of policy implementation, as well as over the entire 18-year p¥
with changes in poverty and birth rate levels. The basic scenatio ig marked in grey colott
can be stated that growing birth and poverty rates increase the need for financing (beca
prenatal and progressive nature of the policy). However, cven realization of the X!
scenario would increase the need for financing over the period of 18 years would oo}

24%.

Figure

i
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Table 4. Financing needs during first and last years, and aver the 18 years period of policy
' hmplementation, upon changes in poverty and birth rate levels, million LTL

Annuai change In at-risk-of.poveny rafe, % Annual change in arslsk-ol-povedy rate, %
0,50% 0,26% 0.00% 0,26% 0,50% -025% 0,00% 0,25%

% 126-216 126-231 126-248 126-261 | 0% 3132 3239 3345 3452
1n_ 126245  126262] 126278 198098 ﬁ;‘:':“a; " % sa70)  adesl  zem|  asu
2% 126-280) 126298  126:17)  126-336 birth ?are&h 2% 1.633 3 759f 3864 4 010\
3| 126319]  (zeado|  126-361] 12638 3% 3492 4 060| 4107 43w

- autherial computation,

. 1t should be noted that the above mentioned assumptions are difficult to control and
fspulate; therefore, they can be named as ..external factors™ in this medel, In this case the
iounts and procedures of state benefits could be named as ..internal factors”, because they
a'much easier to regulate. It should be noted that the impact of these factors on the need of
finapcing i crucial. Table 5 shows how the need of financing would change from the first to
fhe-last year and over the 18 years period of policy implementation, upon increasing or
weducing the initial benefit for the newbor® and upon changing the ratio of benefits for
ewborns belonging and not belonging to the at-risk-of-poverty rate. The basic scenario is
iarked in grey colour. It can be stated that in order to take advantage of the easier
implementation of the policy, the simplest way would be to adjust amounts of initial and
- additional benefits to the level that is acceptable for the politicians and the society.

Table 3. Financing needs during first and last years, and over the 18 years period of policy
implementation, upon changes in amounts and procedures of state benefits, millior LTL

Need for financing from the budget ducing the Tst and 18th year, Need for financing frem the budget over 18 years. million

million LTL LTL

Ratio of benefits (o the poor and Ratio of benefits to the poor and

not poor noft poar
1,25 1,50 2,00 1,28 1,50 2,00
T+ e+ 1t 37-1852 39-187 42-166 it 1+ Tt 1693 i7h2 1.868
Benefits, 2+ 1t 4y 7d-155 77-202 84-214 Benefits, 2+ e+ 1t 2410 2409 2677
thous, LTL 3t+ft+ it 110-230|  116-246)  126262)  |thous LTL| 3 o 1d 31428 3.047 3.486
4t toe 1t 147-282 154-291 168-310 LSS 3848 3985 4295

# Source. authorial computation.

Another important part of the seasitivity enalysis is the impact of changes in
assumptions about the account balance of the Fund’s participants after the 18 years (i.e., on
the accumulated capital). Twble 6 shows the way the account balance of the Fund's
participants varies upon the changes in the amount of state bencfits, annual refurn on
investment, parents’ investment, and Gov. co-investment. The basic scenario is marked in
grey colour, It can be seen that due to a long-lasting policy the rate of return on investment
strongly influences the final balance of the CSA. However, it should be noted that the

" assumed rate of the return of 5%, chosen for the basic scenaric, is strong enough, since the
weighted average interest rate of the Lithuanian Government bonds with maturity longer than
100 days from 01-01-2001 to 30-11-2012 was 5.1%. Thus, even if a passive investment

policy, mvestment in rational debt securities, is chosen, the Children’s Opporiunity Fund
might earn 5%, However, in case another investment policy has been chosen, the earnings
could be much higher (e.g., if annual refurn on investment reached 8% i.c., an average of U.S,

* The atbreviation A T T means that the initial payment is 3.000 LTL, an additional beneft for 6-year-olds is 1,000 LTL, and an
additional benefit for [ 2-year-olds is 1,000 LTL.
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stock market return in 19902010, child’s account deposited by the assumed amount of ‘ billion LTL in 2,
parenis’ investment would have 39 / 55 thousand LTL, rather than 27 / 38 thousand LTLY). | accumulated par
The first two tables in Table 6 show how much of the capital would have been | 2.6 billion LTL-
accumulated by the children from not poor and peor families upon the changes in the amount : 4) the ,a
of state benefits and the annual return on investment. The table on the left shows the 1 would depend on
accumulated capital of the children whose parents would not additionally invest, and the table | 37,000 LTL (due
on the right of children whose parents would invest as provided in key assumptions. 1 32% of the age
It should be noted that the above-mentioned assumptions, from the point of view ofa - | adequacy, ie.. ac
separate individual, are difficult to contral and regulate; therefore, they can be named as |- Objecﬂveé set}or
external factors™ in this model. In this case the personal savings rate could be named as ' 5) it she
_internal factor” because it is much easier to regulate. Two lower tables in Table 6 show how accumulated if ch
much of the capital would have been accumulated by the children from not poor and poor - riskier investmen;
families upon changes in the parents’ investment level and the annual return on investment, the amount of élcc

Due to the long-lasting policy and compound interest e even a slight growth in the level of
parents’ savings could significantly increase a child’s account balance: e.g., if a particular . 3. Policy Financi
child's parents deposited the account with 100 L1L every month, their child could have 44 -
thousand LTL rather than 27 thousand LTL (with other assumptions unchanged) in his/her  |° On the on

account at the age of majority.  state’s capacity to
© Into the critericn

Table 6. Capital accumulated by the Fund's member upon the changes in the amount of state henefits, - * state’s ¢ »
annual return on investment, a level of parents’ investment, and Gov, co-investment, thousand LTL apacifies a
| the Fund's benefi
‘Account balance for net peer  poor in 18 years (without additional coount balance for not poor f poor 10 18 years (with additionsl i]]cr
’7 investment), thous. LTL J Invesiment), thous. ETL case tOday‘
[ Annual return on Investment, % r I Annual return on favestment, % | It can be 8
| 3,00%] J,DD%! 5.00% 6,00%] 3,00% 4,00% 5,00%] _ 6,00% S adequacy (the resy
T e ey dUio s BN ﬁmas\ pmnr B oon|  20t2e  2et/28| 280 . ﬁnanc‘ . i
Benefits, RS ENT TR BT I U N T S PRATENT MV 2617 33|28/ 30 . g this polic
thous, LTL o nte 1t B8 9/ 18| AQuezi e g4t |thous LTL faeqtedi] 221030 24ti3d 271530 34743t : . . red :
) pr— R B educti
R R : - be pursued t d
ed to redu

ooy 1o iza] 13 s 161 4 301 A+ 1+ 10

- budget)?

ﬁ Account batance for not poor / poor in 18 years {iimit of Gov, o- J Acgount balance for not peor J poor In 18 years {limit of Gov, co- .
investment 300 LTLiyear}, thous, LTL L. investment 600 LTLiyear), thous, LTL - ]ntl*odm
Annual return on liwestme, % Annual return on Investment, % : SO]er fhiS p[)hcy)
3,00% 400%]  5,00% 5.00%) 3,00% G00%  5,00%  600% : .
P T AL L - P g g 9t 4y f0Lesdt] G0t/ET - Increase
Parents' aul 4steam|  tria| gt/ agt 2743 |Parents’ 26 ABtiddl] 171 dd] 1917 G4t HOCElte the illcreas:
investment, i0 20304 2033 2711 38t 21t 743t |investnent, 50 22t 4L 244491 27t 7 6L
LTLAnonth® [ 7ol amam|  doiaml 3aL R 4ot/ dq| |LTLmantr L T In order to
To0 a0y 4w ad  ddt/ 3] 443 ! 00| 364 doryas]  dassdt] 44T Urvey residents hg
*vsstimant of parents nat belonging ta the al-nsk-ofpoverty rate are simulated Bl . . 1€
yment for a child

Assurphion that investmant of parents helonging to the al-nsk-of-poverty rate
are always squal to the ot of Gov co-mestrent. is marle

b
! ons, would be
ppmVe reduction ¢

Source: authorial computation.

Summarizing the results of modelling it can be stated that: :

1) the initial need of state funds for this policy would teach 126 million LTL, and
would increase up to 262 million LTL after 1% years,

2) if parents made investments of certain amounts into the
the assumptions, the annual income of the Fund would increase from 126 mill
the first year up to | billion LTL after 18 years (state’s benefits would only constitute 2
the Fund’s revenue, parents’ investments - 35%, and investment gains - 40%);

3) the value of the Fund’s assels (excluding parents’ itvestment) wou
from 126 million LTL in 2014 up to 5.1 billion LTL in 2031. The valuc of the Fund’s &
(including parents’ investment) would increase from 126 million LTL in 2014 up b

WCtion woyld san
ould reacy approx,
The discussic

1d illGl_ "-_0 to 16%);
"= the introd
the introd
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mulated state’s benefits would constitute 3.5 Billion LTL,

rL in 2031, where the accu:
3.1 billion LTL, and the accumulated investment gains -

/ 3.8 thousand LT ihulated parents’ nvestments -
Lpltﬂl W(Ju:{d haVQ 11011 LTL;

» changes in the a5 ' 4) the accumu
on the left shows

lated capital of the participant of the Children’s Opportunity Fund

, ‘depend on how much hisfher parents were willing to invest, and it cauld reach 10,000-
Hly invest, and the t3 §0.LTL (due to the long term of the policy investment gain that would constitute 42%-
assumpt.ions. 20507 the accumulated capital). This amount of capital would meet the criterion of
a the point of view g : dequdcys i.e., according to the Survey of Lithuanian population, it would allow implementing
they can be namej i ives set for the asset-based policy;

ate' could be nameg : 5y it should be noted that the above mentioned amounts of capital could be
s in Table 6 show figy, silated if choosing a passive investment policy: investing in the Government bonds. I a
tom 1ot poor and i ot investment policy (which will be presented below) was chosen, the return (as well as
I return on investe sount of accumulated capital in the CSA) would increase significantly.

t growth in the level s |
ce: e.g., if a particyls
ir child could have 44
unchanged) in his/hs

_:Pbliﬁy Financing Options

: On the one hand, the size of new benefits from the state budget is restricted by the
siate’s capacity to finance the new policy and, on the other hand, due to falling of the benefits

i the criterion of adequacy. These two factors obviously act in opposite directions: the

‘ate’s capacities are limited; however, in order to meet the criterion of adequacy and increase

ihé Fund’s benefits for young people in the future, appropriations of this policy should
jicrease today.
. It can be stated that the proposed hypothetical policy model meets the criterion of
sdequacy (the tesults of population Survey prove that); yet, what is the state’s capacity for
“financing this policy? It should be stated that the state has three options:
©7 - reduction of some current budget expenditure to undertake on new liabilities (to
“ 5o pursued to reduce or completely waive appropriations of a zimilar purpose in the current
budget),
<+ - introduction of ne
solely this policy)
: - increase of existing taxes (to be pursue

' allocate the increased tax revenues to new policy).
In order to evaluate the option of reducing some current budget expenditure, the

Survey residents have been asked about reduction of benefits for the newborn (i.e.. single
. payment for a child} from 1,430 L1L to 1,000 LTL. The Survey has shown that reduction of

“eurrent benefits for the newborn, among all the other proposed asset-based policy financing
options, would be maximally disapproved by the population (76% of population did not
approve reduction of the benefit). It should be as well noted that even significantly reduced
single payments for the newborn would hardly contribute to the new policy financing: such

tmount of state benefits,.
stment, thousand LTL

T P
in 18 years fwith additional

it

return on invesimant, %

22 ¢ gt
28t/ 33

w taxes (fo be pursued to introduce new faxes for financing

In 18 years {limit of Gov, co.
ar}, thous. |.TL

d to increase rates of existing taxes and to

IR
0 Fam|

million LTL, and it -} reduction would save only 14M LTL, while the need for financing of asset-based policy
A g it _ T would reach approx. 126M LTL during the first year,
6 ‘]S.Hl.t 1S promdeq e The discussion of two other options for financing asset-based policy, 1.¢., introduction
& million LTL during 1 of new raxes or increase of the existing ones should include the analysis of the following
‘;ﬂy constitute 25% of | options:
00 . i ‘ . , .

_/0) ' ' ] - the increase of Personal income tax (hereinafter — PIT) rate by 1 percent (from
nent) would increase 15% to 16%):
“Lo.f the Fund’s assets - the introduction of progressive personal income tax rate;

n 2014 up o 9.2 _ the introduction of a real estate tax to be paid by all Lithuanian residents.

e
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The first option would be efficient in fisca! terms; due to the increase of tax rate by 1 | comprehensible 1o g
percentage point, with other circumstances unchanged (ie., regardless of the ,Laffer curve® ~ housing; thus, tax (

law of tax avoidance upon the increase of the tax rato), the budget would additionally attract | more 10\,\;_‘,.:11;16 ﬂqfw

about 280M LTL of revenues (recalling that the initial need for financing of the policy would " the most EX]Jeusivé ;;(

be 126M LTL which would increase to 262M LTL by 2031}. Thus, the advantages of this
option are cbvious: fiscal capacity, easy administration, low probability of tax avoidance. The
main shortcoming is the lack of political will to increase the tax, which had been reduced a
number of times.
It js quite difficult to evaluate the second option in terms of fiscal performance,
because it would depend on specific tax rates and income levels to which they would be
applicable. The main drawback of this option is that it would be difficuit to determine how
much revenues would be attracted by the introduced progressive rate and what part of the
funds could then be allocated to the new policy. The key advantage is that the progressive
taxation represents the idea of greater social justice; thus, its purposes are close to the -
abjectives of the asset-based policy. o
The third option, introduction of a 1
is the source of policy financing, which js most

asset-based welfare concept. It should be noted t
estate owned by the natural persous; though, in 01-01-20i2 the amendments of the Law on--

Real Estate Tax came into effect establishing that the total value of immovable property,
owned by natural persons which exceeds 1 million LTL would be taxed at the rate of 1%.
However, this is a tax of limited scope which levied about 1,600 individuals (families), and its:

expected revenue was just 17M LTL.

In order to ensure a stronger tax
or relatively more expensive real estate), the primary
Ily granted with certain tax allowances. The following type

Table 7, Cor

5 - :
: . subje
residential house 1;

an option for munic
3 {One housing, subjec
of the housing, ¢a,
residence therein
One housing, subjec
who declared the res
Total exempt of prir
- Source: the Minisiry of Fin

eal estate tax to be paid by all Lithuanian residents, .
frequently mentioned by the supporters of the*

hat Lithuania still has no comimon tax for real+
It should be not

- efficient enough to fine
real estate tax rates, e, g
- could significantly cont:
| Besides, the Sur
' of the discussed sources
..P[T rates, or the real .
. tevealed that responden
the proposed alternative
Support of the majority
dmpromise, in respect ¢
- ZTable § presents
phons that has already !

ation of more wealthier individuals (i.e., owning mote -
individual’s or family's housing is-
genera s of allowances can be

distinguished:

_ total tax exemption for primary housing;

- tax exemption for a certain area of housing;

- tax exemption ot a certain value of housing;

- reduction of a tax rate or the amount payable for housing.

In 2010 the Ministry of Finance of Lithuania developed real estate tax base expansiol
cuidelines, which provided all the population’s property at a 0.3-1% rate to tax: the I
housing, with the taxable value exceeding the tax-exempl amount of with the area exceed
the tax-exempt area, was proposed to be taxed al a minimum rate of 0.3%, and all othe
property at a rate of 1.0%. Several opiions for tax allowances were also evaluated (H
Ministry of Finance, 2010). A brief summary of the options and expected tax revenues At

presented in Table 7.

It may be seen that the
housing, the third and fourth propositions provide so
nummber of housing occupants, and the fifth one provi
housing. It should be noted that the real estate tax revenue forecasts
estate mass appraisal resulis on 2010, _

It could be stated that the third and fourth propositions are inappropriate because 9
overly complex administration and contro! mechanism (in measuring the DU
occupants). The first, second, and fifth propositions are easy (o control, The first
propositions provide an individualized non-taxable value for various municipalities t
into consideration differences of housing value levels, while the fifth one i8

Table 8, The ady

! payn
tor a newborn

first two propositions provide some exemption for the valug
me value/arca exemption, based of,
des tolal tax exemplion for the pri
are based on the:

by 1
158%

offintroduction
progressive
personal  inco
(ax rates

R laxes
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heless, the fifth option ignores the value of
dividuals who have two or
ted to residents with

o to the major public. Nevert
(even if minimal) should be paid even by those in
¢ extensive allowance would be gran

ehBI'lS ib 1

{115 thus, fax ;
S eyalue flats, while the mos

" expensive property.
Table 7. Common veal estate tax allow

ances proposed by the Minisiry of Finance
Cxpected revenue

Clontents of the propoesal
lne of a tlag

e housing. subjected to mon-taxable ameunt, close [0 an Average vi
the most expensive zone of a relevant municipality
subjected o a non-laxable amount, cloge (o an average value of a
xpensive zone of a relevant municipality. providing
s to reduce its value io some extent

depending on the fax-exempt area
ho declared the

in
One housing. s5M LTL
residential house in the MOst €

an option for municipal council

Dne housing, subjected Lo a non-taxable amount,

5
of the housing. calculated based on Lhe pumber of persons w -

0.5M LTL
residence therein
Tiaxable area. depending on the aumber of persons

One housing, subjected to a non
who declared the residence therein
. [Total exemnpt of primary individual's (family)

voe: the Ministry of Finance, 2010 and authorial computation.

. Tt should be noted that none of the above-mentioned real estate tax options I8 fiscally
ficient enough to finance the propesed asset-based policy. However, upon the increase of
el estate tax rates, €., to 2% {or upon the introduction of a progressive tax rates), this fax

| policy financing.

tion was not likely to approve any
(the increase in PIT rate, the introduction of progressive

tax for individuals). However, a mole detailed analysis has

neous (i.e., only 26% of respondents opposed fo all
posed taxes won the

ents suggests that the

houging from taxes

Besides, the Survey results showed that the popula

atives). Thus, although none of the separately pro
¢ population, the heterogeneity of respond
articular tax, might be achieved.

dvantages and drawbacks of the asset-based policy financing

Table & presents the 2

- options that has alveady been discussed.

Table 8. The advantages and drawbacks of the asset-based policy financing sources

Filmncing source

oflreduction  of  afth
paymentis 3imi
palicy:

pPrawbacks
ly inefficient source (14M LTL

& pattern {but not the content) of the benefiifiscal
far to the benefits of the assel-based)/ year)

thus, it reduction is meaningful

of population

large disapproval

M LTL / yearflack of pelitical will 10 increase (he
fee, which was reduced s eral times

increase oflnerense of PIT|iscally elficient source (280
existing taxes frate By 1 pptfweuld salisfy the Lolal need for financing}
from 15%  tolvery simplo administration
16%) littlc chance of avoidance
e source meets the abjectives of the asset-
based policy: a part of the current income i

of the sourceit would be Jifficult to determinel
how much revenue Lo the budget was
attracted with progressive [ax rafes
and how much money could bel
allncated for financing new polic

ofilhe content {but not the pattern)
he objectives of the

of financing i3 close 10 1
[-based policy (greater social justice)

oflintroduction
progressive
personal incomensse
tax rates

increase
existing taxes

e
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Table § (continuation). The advantages and drawbacks of the asset-based policy financing sources

he soutce of the policy fnancing is mosiproposals formulated in 2010 are not

introduction oflintroduction of a
fiscally effective (40-73M LTL /

new taxes renl estate tax for|frequently mentioned by supporters ol the]
nsset-based weltlare year)
Favourable situation: Lithuania sdll has no
comon real estate tax for individuals

upon  applying  appropriate  allowances,
wealthier residents would pay more

the source mecty the objoctives of the asset-
based palicy: past generations’ accumulated
capical (nances the next generation of youny

individuals

people

Source: authorial compuiation.

In summary, an increage in PIT rate and the introcduction of real estate tax for
individuals are the most appropriate options for the asset-based policy financing: both of them

meet the objectives of the asset-based policy: to use a part of today’s income / past

generations’ accumulated capital to finance the next generation of young people. They both
can be efficient enough in fiscal terms (upon the increase of the PIT rate by 1 ppt or
introducing a real estate tax for individuals of 2%), and both of them are relatively easy fo
administrate (in case of real estate tax, administration could become more challenging, if a.
number of housing occupants were considered when determining tax allowances). Additional
arguments in favour of real estate tax, as the source of financing the asset-based policy, cou
be the fact that this tax is being discussed for the last few years; thus, its introduction would
not be very surprising. In addition, upon applying appropriate allowances (and progressive’

rates), this tex would be paid only by wealthier residents {i.e., owning more or relatively more-

expensive real estate).

4. Areas of Investing the Resources of Children’s Oppertunity Fund

The Functional diagram of the asset-based policy implementation and functioning -

(Figure 1) shows that the Children’s Opportunity Fund would receive all revenues from
special children’s savings accounts in returil for its Investment unit

claim of investment objects,
Tt should be noted that a similar approach is applied in ali the reviewe

based policy models. For examp
programme had to offer standardized products consisting of a diversified stock portfolio and
meeting life cycle investment principles. Another cpiion was a savings account, Whic
guaranteed protection of the invested capital and a certain nominal rate of retumn. o

in case of the CSA policy in Lithuania, the following options are proposed for e
Children’s Opportunity Fund’s asset investments:

- investments in Government bonds;

investment in commercial bonds and shares, investment funds;
investments in advanced ideas and innovative businesses (fundin
Venture Capital Fund).
The first option is an investment of the accumulated resources solely in Governit
bonds and central banks securities, An annual return on such investment would likely I
approx. 4-5%, for example, If the investment was made only in the Lithuanian Governit
securities with a maturity of 3 years and longer, return on such investment would be about

d foreign assét-,

g of the Pub
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s. Meanwhile, the capital -
accumulated in the Fund would be allocated for the acquisition of shares, units, or rights of:

le, suppliers of CSA of the British Child Trust Fu_f’?f“.r'-
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maturity of 3 years and over

of the interest rates of Government bonds with

r financing soy 4 average
m.ulafed in 2010 001 to 2012)
sive (40-13M Tp ghould be noted that the Deposit Insurance Fund, administered by the State
" i ”Depos'ﬂ; and Investment [nsurance”, applies a similar principle. Articie 18 of the
nsurance of Deposits and 1 iabilities to Investors states that the resources of Deposit
ities of the Governments and central banks and

¢ Fund may be invested ,,into the SCCU
posits of the Bank of Lithuania™ It should be noted that fh
‘ties of EU member states only, and the average

its resources in the Government securl

*ual" eturn on these investments was 4% in 2004-2011. Thus, even if a passive investment

qvestment 10 debt securities, is chosen, the Children’s Oppottunity Fund might earn
e the investiment rigk would be minimal.

The second option is investing the Fup
vestment funds. In this ccenario the expected retim would
qent risk would increase as well, Nevertheless, in order o ad
adividual, but for the whole country, the third option should
nt of the Fund’® resources, OF at least a part of them, In advanced ideas and inpovative
inesses, 1.6 for promotion when starting up of innovative businesses O even, for

sition of larger innovative national companies (phannaceutical. laser technology,
“pivtecknology- materials technology, eic.). Tt would allow to achieve not only the main

ective of the agset-based policy: the reduction of income and wealth inequality and at-risle
soverty Tate, in a way that everybody becoimes investor and capital owner, hut also an
the Jevel of investment. a faster development of mo

tional task: 1o increase e advanced,
ive businesses.
amount of accumulated foreign dirsct

gh-risk, and 1MOTe innovat
- Lithuania 18 characterized by @ small
ts is concentrated in less advanced sectors

investment; hesides, a major part of these investmen
production efficiency is 10W, and

f fhe pational economy. Accordingly, the country’s
ducts are not innovative. Labout productivity in Lithuania 18 much lower than in many
nditions, a countty, aspiring 10 win the

“other EU countries. Under curtent economic €0

cqmpetition for investment, st be a leader in innovation. However, current assumptions in

Lithuania are not suif2 kthrough, while a situation of innovations is
countries with the lowest

ble for innovative brea!
critical: Lithuania is not only attributed to the group of EU
tmovation index, but also to the growp © jowest index growth rate

e Deposit [nsurance Fund

d’s resources in debt and equity gecuriies,
be higher; howevet, the
d more value not just fora
be considered as well:

{ real estate tai_
wancing; both of

lay’s income /p
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st-based policy, could
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eviewed foreign asset .._"(LaurinaviéiuS,2012c). - ~ . - -
< Child Terst Fund ; 'Th_e real breakthrough in ihe field O:E investment and innovation requires an adequate
- financial infrastructure fo be gecured LY investment funds. which would provide venture
Laurinavi&ius, 2011). However, ithuania has no
o characterized by risk

(Laurinaviéius An.,

ied stock portfolio and -4 -capital pvestments
frastructure. Lithuania 1

?Elf_gfmrcoumn which .deVE-:loped private venture capital fund ‘m' : :
s are proposed for e e E’Oldance {in fem: of balﬂu‘uptcy when starting a s:tstrt-up, Lithuanians 2 th(f first ones across
e EU (Innovation Union, 2010)) and collectivism (as well as otber Bastern buropean

ment is slow and will remain slow if there will be

jop state ventuic capital

countries); theretore, venture capitel develop
guch a state venture

no exiernal interference. One way to solve
2012). However, the main ¢

this problem is t0 deve

hallenge i establishing
ate its limited resources

e s - (Laurinavicius An.,
funding of the Public 1 capital fund is the lack of state fnancing, since e state tends to alloc
s solely in Governmert tc? fire-fighting”, 1.6.. 10 t}]e current s_qciaL health, educational policy, etc.. rather than to the
nent would likely reéch 1 development of tomorrow s pppor‘tumtles. ' . .
Lithuanian Government ] . The asset-based policy offers a unigue opportunity to e_sta‘bhs‘h / ﬂngnc; the fund,
nent would be aboﬁt % | Wlllgln, on one hand. Would have sufficient lresources to C(')mm‘ermahz.e innovative ideas; thus.
making investments 10 advanced companics anel fostering innovative development of the
T
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country, and, on the other hand, would create sustainable conditions for the reduction of social Conclusions

inequality in developing the universal class of investors. Thus, such a ,.socialized” investiment ‘

into the innovative development of the country would be beneficial for the state at the macro- ) In orde
"

level, while at a micro-level for its every citizen. asset-based policy

Venture capital funds, as a part of the start-ups financing ecosystem, not only provide country’s newbory
lacking funds to those businesses, but also promote the growth of the overall nationa Government angd tgs’
innovation and techpological level. Thus, their benefit is fundamental both for private the age of majorit ;
investors, planning to implement innovative but financially risky ideas, and for the whole "~ make a down payln);-
country: higher value-added production increases the standard of living of every citizen in the 2) The lmil
long run (Laurinavi¢ius An., Laurinavi¢ius, 2011). and wealth inequaﬂtn

Foreign experience shows that, apart from the above mentioned benefits for start-up owrer, Other Gb'ecty
businesses and the entire economy of the country, well-managed venture capital funds also savings, in the tj)irtll
bring a substantial benefit to their founders and members. For example, according to the dafa inhovations and inve;

(Binational Industrial Research . 3) Summariz

- model, it can be gtag
would reach 126 mi|)
Opportunity Fund’s as
to 8.2 billion LTL, wh
amount invested by th
of the policy, invesime
amouni of the accumu]
opinion of Lithuanian
policy.

- 4) The state v
poI}cy: the increase in
. Options meet the object
Part of capital accymm
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troducing the rea] es
Aministrate.
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®Curities and investmen

‘ 6)  Another opii
;illnleast & part of them
- .Ilfe. Capital Fund), i

qlillSIt10ll of larger ad
latdren’.s Opportunity 1
¢ 2 higher value add,

of 2009, the pioneer of Israelt venture capital funds, BIRD
and Development Foundation), has invested over 250M USD in 780 projects, and the result

was 8B USD from direct and indirect sales of its investmens. Meanwhile, other Israeli . -
venture capital funds Yozma, established in 1992-1997 and having attracted 200M USD of
initial investments, according to the data of 2009, possessed a capital of almost 3B USD.:
{Senor, Singer, 2011). Thus, besides the ahove listed benefits for individual businesses and'’
the entire economy of the country, a state venture capital fund financed by the Children’s
Opportunities Fund could be also distinguished by social bensfits, in particular, by becoming -
a tool that reduces social inequality.

Summarizing the outlock of the areas of investing the resources of the Children’s -
Opportunity Fund, it can be stated that the lowest-risk investments in Lithuanian (and/or other
FU countries’) Government securities should ensure an average annual returm of 4-3% {this. -
rate of return was applied to the simulation of the asset-based policy results). A higher return -
would result from a classic investment strategy, i.e., higher-risk investment into commercial
debt and equity securities and investments fands. This paper also proposed the third option of
investing the Fund’s resousces, i.e., to mvest the Fund’s resources or, at least, a part of thent
in a state venture capital fund, It should be noted that such area of investing funds of tt
Children’s Opportunity Fund — not yet applied in any foreign country — would create a hightt
value added not just for a single individual, but for the whole country as well, This investmett
strategy would have a triple effect:

- On a national level, The Fund would have sufficient resources to commerciall
innovative ideas; thus. promoting inncvative development of the country, the growth
technology level, while higher value-added production would increase the standard of liviig
of every clilzen in the long run,

. On a business entity level. Separate business entities wouid obtain lacki
financial resources: an obvious benefit for private investors, planning to implement advance
innovative, but financially risky ideas.

- On a separate individual level. Well-managed venture capital funds provide
high return to their founders and members, in this case to all youth of the country who wol
invest in the Children’s Opportunity Fund. Thus, it would create sustainable conditions f0
reduction of social inequality in developing a universal ciass of investors, when 2
country’s citizens become capilal owners.
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'ties w_ouid obtain lacking
ing to implement acdvanced,

ure capital funds provide @ -
h of the country who would
JStailnable conditions for the
of investors, when all the

No 3¢ (33C), 2014

“from a classic investinent strategy, 1.6, i

ISSN 1648 - 4460
mics of {IDLegatity in 1]

liniene

The teano

1n order t0 reduce poverty and social inequality, it 18 proposed to implement the
ased policy in Lithuania: to oped long-term Savings-imestmem accounts for all
st newbarns, provided that the initial deposit ic such accounts is made by the
et and the funds accunmulated therein areé aliowable to dispose only when reaching
s of majority- These funds would be used to pay for studies, to create & business, 10

a dowil payment for housing, and to pay health care expenditure.

' The maiil objective of the asset-based policy should be the reduction of income
wealth inequality and poverty rate, in a way that everybody becomes ‘nvestor and capital
fet, Other objectives should provide an increase in Financial education, in the level of

| the birth rate. in access t0 higher education, and an increase in the level of

mgs, i
oyations and investment.

Fo3) qummarizing the
it can be stated that the initial annua
r would increase

results of the hypothetical asset-based policy implementation
el, 1 need of financing for the asset-based volicy
sild reach 126 million LTL and laie to 262 million LTL. The Children’s
Fund’s asset value (incl. parents’ investments) would rise from 126 million LTL

7 pillion LTL, while the capital accumuiated by the Fand's members would depend on the
ant invested by their parents and might reach 10-37 thousand LTL (due to the long-term
fthe policy, investment gains would amount 10 42% -52% of the accumulated capital). Such
nount of the accur ulated capital would meet the criterion of adequacy i.¢., according ic the
Ghinion of Lithuanian population, it would help to achieve objectives set for the asset-based

o options for financing the asset-based

4y The state might be able to choose from tw
tax for mdividuals. Both

IT rate and sntroduction of real estate
£ the asset-based policy, 1.2., 10 USC a parct of current revenue / @

part of capital accumulated by previous generalions for financing the next generation of

youth. Both of them would be feasible in financial terms (increasing the PIT rate by 1 ppt of
o real estate tax for individuals of 2%}, and both of them are guite easy 1©

‘gptions meet the objectives O

in Lithuania’s {andfor other EU couniries’)
average appual refurn on investment of the

Fund equal o 4-5%, The higher retn on investment would result
gher-risk investments in commercial debt and equity

5) The lowest risk investments

‘Children's Opportunities

-gecurities and investment funds.

6) Another aption for investing the Tund’s resources is to invest the Fund’s resources

or at least a pat of them in advanced ideas and nnovative businesses (financing of the Public
Venture Capital Fund), i.e.. for promotion of start-ups ot innovative businesses ob, even, for
acquisition of larges advanced national companies. Such area of investing funds of the
Children’s Opportunity Fund has pot beeil applied yet in any other foreign country: it would
create a higher value added at the level of a single individual, business entities, and the staie.

References

B.. Alstotl, A., Var Parijs, L {2005), Redesigning Distribution: Basic fncome and Staheholder
alifeianm Cﬂpi(cn'i.\'m, London, Yerso.

regimes in Basiem Burope: Challenges of
p.23-39.

Ackerman,
Gireninls €8 Cornerstones Jor di Eg
Ajdukaite, J. (2009}, L01d welfare Srate Theoties and. New welfare
Jmplications™, Jaurnad qf'Comnmr:ﬁs(‘ and Post-communis! studies, Vol 42, Nol,p

___H_’______ﬁ_g—,g_’#__(_ﬁ_f_r——x;____;f_#
NS N RUSINLISS < FCONOMICS, Vol 13, No 30 (330 2014

TRAANSTFORMATH




534 [SSN 1648 - 4460
Tiie Econamics of ULegality inEU

A. Laurinavicius, B, Caliniene

Alduknite, J. (2010), Wellare reforms in Central and Eastern Europe: a new lype of welfare regime?,

Ekonomike, Vol. 89, No 4, pp.7-24,
I Aidukaite, J. (2011}, ,Welfare reforms and socig-economic lrenc
' ancl Bastern Eurape™, Connnunis! awd posi-compuimist studlies, Vol. 44, No 3, pp.211-219.

Beverly, S.. Sherraden, M., Cramer,
buileling, Washington, D.C.. Urban Institute.

Blaziens, 1. {2002), Gywvenigfy pajomos i Jij normaliz
technikos universitetas. Vilnius, Technika, [Residents®
Lithuanian].

Blaziene, L. Zabarauskaite, R.
politikos Kausimal, Socialing reida i politika, pp.92-1
Lithuania, i Lithuwaniaz].

Cramer. R, (2010}, ., The big lift: Federal policy efforts to create Child Deve
youth services review, Vol 32, No 11, pp.1538-1548.

Danziger, $., Plotnick, R.D. (1986), Poverty and policy: Lessons of the
Review, Vol, 60, No 1, pp.34-31,

De Meza. D., Irlenbusch, B., Reyniers, D.
available at, hitp:/www.fsa.gov.uk/pubs/consumer-researc

Elliott, W., Wagner. K. (2007), .Increasing Parent Expectations Via College Savings: C
Gap®, Working Paper 07-08, St. Louis, MO, Washington University, Center for Social Development.

Finlayson, A. (2008), ,.Characterizing new labour: The case of the child trust fund®, Public Administration, Yo

86 No 1, pp.95-110.
Finlaysomn, A, (2009), JFinancialisation, Financial Literacy and Asset-Based Welfare™, British Journal of Politic

& International Relations, Vol. 11, No 3, pp.400-421,
Goldberg. F.T. Jr., Friedman, B., Boshara, R. (2008), LCDA legisiaiive challenges and opportunities®, Childre
and youth services review, Yol. 32, No 11, pp.1609-1616. :
Guogis, A. (2008}, ,,Dél Lietuvos socialings apsaugos sampratos”, Secialinis darbas, Yol. 7, No 2, pp.10-20,
the Lithuanian social sscurity concept, in Lithuanian]. i
Guogis, A. (2011}, ,PaZangaus Geroves normatyvinio m
Filosofija. Sociologija / Philosophy. Sociology. No 4, pp.363-372,
notmative model in the context of Europe and Lithuania, in Lithuanian].
Guogis. A, (2012), . Palyginamoji geroves modeliy it socialinio administravimo analize™, Titrai, No 1, pp.314
[Comparative analysis of welfare models and social administration, i Lithuanian]. :
Guogis, A., GruZevskis, B, (2010}, .Ar reikia kitokio Lietuvos visuomenés socialinés raidos modeli
Socialiniy moksty studijos, Yol. 7. No 3, p.19-35 [Does Lithuania need a different social developted
model, in Lithuanion].
Innovation  Union  Scoreboard 2010 (2010), available at,
metrics/page/innovation—union-scoreboarcl—20lO, referred on 02/03/2014. :
Jasilioniens, A. (2005). Seimoy politikos modernizavings FLienwvoje: priovitety problemia: dakiaro disertd
Vilniaus universitetas, [Modemization of family policy in Lithuania: prioritization problen,

Lithuaricn].

Laurinavidius, A. (20122), .Asset-Based Policy: a new direction for social policy in CEE countries?,
vol. 141, pp.7-10.

Laurinavigius, A, (20126},
States™, Ad Alta: Jonrnal of Interdiscipfiney Revearch, Yol 0

Laurinavidius, A. (2012¢). ,Jnvesticijy skatinimas Lietuvoje: perspe
administrenimas, Yol. 34, Ne 2, pp.36-47, [Promoting mvestment in Lithuania: strategic

{9 in the 10 new EU member states of Central

fopment Accounts™, Children and

Werpr69.pdf, referred on 02/03/2014.

of!

hitiy://www. proinno-europe.eu/ o

_Asset-based policy: a new measure to reduce poverty and inequality in B2
2, No 02, pp.57-60.

ltyvils strateginial sprendimai®,
decisfolt

Lithuenian].
Laurinavidius, A, (2013), Turte pagrisios politios jgvvendinimo modelis Liehwvoje: elaltaro di
Yilniug University, [ Assot-based policy model in Lithuania, in Lithuanin].
kag, E, (2009), Finansiniy ir nekilnojamojo turte investicijy
ko Vol 10, No 2, pp.118-129. [Aspects and facil

sertaclits

portfelio formavimo aspe
ities of 1l

Laurinavicius, A., Bi
galimybas®, Versfas: teorija ir prakti
ancl reql estate investment portfolio formation, /i Lithucnien].

Laurinavidius, A., Galinleng, B, (2011), L Nekilnojamojo turlo vystytojas kaip ckonomings veiklos’
Turio vertinimo teorijos ir praktikos apybrdiZos, Vol. 2010/2011, pp.36-47, [Real estale deve
econowmic agent, i Lithuanian].

Lawrinavidius, A., Galiniene, B, (2013), LJAsset-based  approach to  poverty recuction
Technologice! and Economic Developiment of Economy, Vol. 19, No 2, pp.203-223.

TRANSTORAATIONY IN BUSINEISS HCONOMICS, Vol. 13, No 3C (330),

2014

R.. Zhan, M., Nam, Y., Williams-Shanks, T. (2008). Determinants of asset ..

vimas Lietuveje: detiaro disertacije, Vilniaus Gediming -
incomes and its normalization in Lithuania, i ..

(20113, Gyventojy pajamos ir jy nelygybé Lietuvoje™, int Akiwaliis socialinds
23, [Residents’ incomes and its ineguality in '

ast two decades”, Sovcial Service - 4.

(2008). ..Financial capability: A behavioural economics perspective, B

losing the Achieverment -

5

odelio paiefkos Europos ir Lietuvos lcontekste“i-'_-_
[Search of progressive welfafé

A, Laurinaviciys,
Lo aviclus,
—_ .

Laurinavidiug, Ap
. 141, pp.5-7
Laurinavitius, Ap
Contempor,

180,
Lazutka, R, (2003
inequality, ;
Lazutka, R. (2007
Luropoje i
welfare capy
Lazutka, R., Zalim
Liennvgje:
apsangos ir ¢

" Lerman, R.1., McKe

M. Sherrade
Press, pp.175
Marks, E.L., Rhode
‘ Partners Init
‘Mason, L.R., Nam,
savings, and ;
for Social Dex
Maxwell, D., Sodha,
Meyer, T, Masa, f{
countries”, Ch
Meyar, I, Zinmmermy
o Glabat assefs
Miristry of Firance
ir altematyvor
referred on 06/
Lithuanian],

Pajuodiene, ., &ileik

Pinigy studijos
B L.Ee‘hztcm.ian]
tabhakar, B, (2009
Policy and Po!’i
Bhekar, B, (20103,
= Children and v,
atilon, L., Adams,
hr‘ pr@ram"’, Jour
8 f:lr;eh M., Sherad
CoOL,
for, [y, Singer,l\ée.‘g
: Story of Istae]"s
Aden, M. (1991, «
Sden, M. (2002),
.Almef-bcwed wel,
: London, Instituie
e, M. (2003),
of Socicl Welfys
%n, M3, 2010y,
- -17, 8¢, Louis,
B M.S., McByi

-nconme fruny

P (2008), p
Squality iy I i,
D.2010), p

: :RAN.FFO R}




[SSN 1648 - 4460
The Economies of [itLeyality in EU

icius, B. Galiniene 535

yst of business development in Lithuania®, BICHHMK, Vol.

new type of welfae e dius, A1 (2012), ..Venture capilal as a catal

anpo ST , ‘ ‘ e
Laurinavidius, A. (2011), Using venture capital for business development in Lithuania®,

yigius, Al ‘
nfempoTary Issues in Business, Management and Education 2011, Conference proceedings, pp.165-

iew EU member stagag
do 3, pp.211-219,
T. (2008), Determingny;.

of-

80
) disertociin iln: R {2003), Gyventojy pajamm nelygybe”, Fifosafija. Sacivtegije, No 2, pp.22-29, [Residents’ incoms
o diseriaciia, Vilniang Gagj : 1equality, in Lithuanian].

s normalization in 1; . . . . o .
malization in Lithug dos problemos Lictuvoje®, in: Lieanwos ekonomings pacdéiies

ko R (2007), .Geroves kapitalizmo rai
< guropoje i globalioje erdvéje analizé, Vilnjus, Bkononikos tyrimy centras, pp.61-82, [Prablems of

clfare capitalism development in Lithuania, fir Lithuarnian).
ica, R, Falimiené. L., Skugiené, D., lvadkaite-Tamositing, V., Sumskaite. L. (2008), Socicling parama
Lietuvoje: reimiamufy padetis i paramos rezulialdl, Vilnius, Socialiniy tyrimy institutas, Socialings
“apsaugos ir darbo ministerija. [Social Assistance in Litluania: situation and the results, in Lithueanian].
an, RL, McKeman, S.M. (2008), ,.Bencfits and Consequences of Holding Assets®, in: S.M. McKernan and
M. Sherraden (sds.), Asse? Buiiding aned Low-income Families. Washington, [2.C., The Urban [nstitute

“Press, pp.175-206.
%g; EL., Rhodes, B.B
» Parmers Initialhe,
an, LR, Nam, Y., Clancy, M., Loke, V., Kim,
savings, and aceumulation™, €S0 Research R
- for Social Development,

Sswell, ., Sodha, S. (2003), Tep fips for Top ups:
Meyer, 1., Masa, R., Zimmerman, J. (2008), ..Cverv
countries”, Children and youth services review, Vol
Meger, T., Zimmermarn, 1.M., Boshara, R, (2008), Child sa
i+ (Flobal assets project of assets building program.
“Ministry of Finance of Lithuania (2010}, Nekilnojamofo turto mokestio bazss {¥plétime gyventojams galintybés
: ir alternatyvos, available at, hitp:/fwww. finmint/web/finmin/ nauj1'enms?erpiitem:naujiena_OO1366;

veferred on 06/02/2014, {Possibilities and alternatives af the veal estate tax base expansion for residents. in
Lithuewian].

- Pajuodiens, G, Silsika, A, (2001), (Lietuvos gyventoj
L. Plnigy studijos, No 3, pp.59-81, [Sccial straia of the Lithuanian popu

etuvoje®, in: Akialie '
i , Hicliis socigly,

i incomes and is inequali@f
spment Accounts®, Chiigrey, i

st two decades®, Social §gu

.. Wheeler-Brooks, J., Adams, D, (2009), A process sticy af the SEED Community

Research Triangle Park, NC: RTI International.
Y, (2009), ..SEED account monitoring research: Participants,

eport 09-05, St Louis, MO! Washington University, Ceater

avioural economics perspect;
i
eferred on 02/03/2014. e
wings: Closing the Achiever;
ter for Social Development,

nd", Public Administration v
: , Vi
Next steps for the Childs Trust Fund, London, IPPR.

iew of Child Development Accounis in developing
32, No 11, pp.1561-1569,
ving accounis: global trends in design and practice.

lare®, British Journal of Polit
ges and opportunities®, C’hz’ldreﬁ
bas, Vol. 7, No 2, pp.10-20, [0

uropos it Lietuvos kontekste®
. . N ’
Search of progressive welfars

u socialiniai stuoksnial (Viduriniosios klasés beie8kant)”,

analize®, Tiltai, No 1, pp.31-44 lation (the middle class quest), in

nienian].
s socialinés raidos modelio?,
I a different social development

v Lithuanian).

-Piabhakar, R. (2009), ..The development of asset-hased welfare: the case of the Child Trust Fund in the UK"™,
cn Policy and Folitics, Vol 37, No 1. pp. 129-143.

Prabhakar, R. {2010, ..The Child Trust Fund in the UK: How mig
: Chileiren and Youth services review, Yol. 32, Na 11, pp.1544-1547,
- Scaplon, E.. Adams, D. (2009), Do assels affect well-being? Percept

hi opening rates by parents be increased?™,

herww . prot :
: proinno-curope.eu/inng-
jons of youth in a maiched savings

goiﬁgﬁ d‘;_""’m © f”"‘fe"mc’j?* E program”, Journal of Secial Service Research. Vol. 35, No 1. pp.33-46.
1zation problem, # Schreiner, M., Sherraden, M, (2007), Can the poor save? Saving and asset building in Individual Developmen!
'in CEE countries™. BlCHHE. 1 Accounts, New Brunswick. NJ, Transaction. - A
S0 4 Senor, D., Singer. S. (201 1), /déjy Salis: [=raelio ekonomikos stebukias, Vilnius, Tyto alba, [Start-up Nation: The
werty end inequality in Balt Story of lsrael”s Economic Miracle]. . ‘ . !
L5750, alty in Baiue g Sherraden, M. {1991), .‘I.s:js‘el_v and [h.@ poor: A new .ﬂ[mer:ccm.n‘g[fare policy, Armopk. NY, M.E. Sharpe.
ateginiai spreadioai®. Vieias! _ Sherraden, M. {2002). ‘,ljl‘om a social welfare statt? to a social mv‘estment stat;“, in: C. Kaber, W. PﬂXlOIl (e.cl.s.),
thugiia: s:il"’iletv'ic éé | erasis g Asset-hased _11‘@{}’01'0 ami. povery: Exploring the case for and agains! qsser-hased welfare policies,
- Strategic decisions, it London, stitute for Public Policy Research.
! bt disertoeiin Vil Sherl‘aden, M. (2003)‘. Individual accounts in social seeurity: Can they be progressive?™, Internalional Journal
0 disertacija, Vilnjus, -] of Sveiad Welfare, Vol. 12, No 2, pp.97-107.
.13011'1“(-3];‘0 Formavim b Sherraden, M.S, (_2019), ,,I"inanciul‘capal}i]ity.: Whai‘ is it, and how can it be created?s, CSP Working Paper, No.
pects and £ ‘,]‘, ma “?ffpe’d‘"‘ e 1017, St. Louis, MO, Washington University, Center for Sacial Development. o
acilities of financial - Sherraden, M.S.. McBride, A.M.. Beverly, 5. (2010), Striving fo save: Creating policies for financial security of
ekonomines veiklos dajvvis* : . !gw-incume{f'fm-i,-‘fie:sz Ann Arbor, ‘M[’. Univ.er‘:“:it):qf Mighig:}n f.’ress.n
47, [Real estat da }N‘IS \ Skuctex?e, D. (.20(.)8), ‘.\PaA]al_nq nelygybe ‘ngtho_]e . Filosofiia. Socivlogije, Yol. 19, No 4, pp.22-33, [Income
state developer 85 | inequality in Lithvania, in Lithuanian],
\ Tiltai, No 2, pp.49-03.

Skugiens, D. (2010), .Pepulation Welfare in Lithuania for the Period 1996-2007

Ity reduction in  Lithuania®,
203223,

—_—
3C (3303, 2014 - s e T =
TIANSTORALATTTONS IN BUS INESS o FCONOMICS, Vol 13, Ne 3C (330, 2014




A. Laurinaviciug, B, Galiniene 536 [SSN 1645 - 4460
The Economics of (illenaliy inE)

A Laurinavicius,
e iavIcius,

—_—

Stankinien¢, V., Eidukiené, V., GruZevskis, B., Jandaityte, R, Mikalauskaite, A., Paluckiene, J. (2001}, TURTU GRJs
Paramos Seimoi politifa. Samprata iv patveimas, Yilnius, Lietuvos filosofijos ir sociologijos institutas, -~ -[ IST¢
[Family assistance policy. Understanding and experience, /n Lithuanian).

Stankiiniené, V.. Jasitioniene, A, JanCaityté, R. (2005), Setma, vaikal, $eimos politika: modernéjimo prieftaros,
Vilnius, Socialiniy tyrimy institutas, [Family, children, family pelicy: modernization controversy, i
Lithuanian].

Stankiniené, V., Jonkaryte, A., Mikulioniené, S., Mitrikas, A.A., Maslauskaite, A, (2003), Seimos reveolitcija:
iSakial Seimos politikai, Vilnius, Socialiniy tyrimy institutas, [Family Revolution: Challenges for family -
policies, in Lithuanian],

Sileika, A., Tamafauskiend, Z. (2003), . Piniginé parama ¥eimoms. jos efekiyvumas ir tobulinimo kryptys©,
Tilteti, No .2. pp.45-54, [Monetary support for families. its efficiency and tmprovement divections, i NoSavo verslo

) Lithuanian). . . o . [ paremti leprezerﬁii

Sileika, A, Tamasauskiené, Z., Zaleskis, E. (2009}, .Gyvenimo lygis ir jo lyginamoji analize Listuvoje ir kitose = 9. (2012}, bei rum ‘
Europos Sajungos $alyse™, Socialiniai tviimai, Yol 17, No 3, pp.84-95, [The standard of living and its - hipotetinis furty S

5 comparative analysis in Lithuania and other European Union countries, ir Lithuanian]. ; . sumatinti pef ! bgl

Sileika, A., Zabarauskaite, R. (2006}, ,,Skurdas, jo matavimag ir tendencijos Listuvoje”, Ekonomika, Vol, 74, talies Jaunuolﬁgy ¢

5 pp.64-78, [Poverty, its measurement and trends in Lithuania, in Lithuenian). o -sgskaitoje Suk"cums ;

Sileika, A., Zabarauskaité, R. (2009), , Skurdas: metodologiios klausimai ir lygis Listuvoje®, Socialinis darbas, sukaupto kﬂm;% pt?s
Vol. 8, No [ pp.17-27, [Poverty: methodological issues and the level of poverty in Lithuania, i turtu gristal IJOII?HQ
Li.fhumian].' S nvesmo“!paéan 1(a<

Thaler, R., Benartzi, S, (2004), ,Save More Tomorrow: Using behavioral economics to increase employee'* : ar smolaxklmo veglEi
saving®, Jowrnal of Political Economy, Vol. 112, No 1, pp.164-187. sl vienoje uzmeés

Thaler, R., Sunstein, C. (2008), Nudge. Improving a’ec:srons about health, wealth and happiness, New Haven talstybés lygm i

Yale University Press. gmenyje,

Zabarauskaite, R. (2004), ,,Socmlmu — ekonominiy rodikliy panaudojimas skurdo bei jo pueéaséu} tyrlmm
Lietuvos regionuose™, Fersias, vadvba ir studifos, pp.233-264, [Appliance of social - econcmic mdlcators .
for research of poverty and its causes [n Lithuanian regions, i Lithuanion]. :

Zabarauskaité, R, (2005), ,.Socialinial — ekonominiai vetksniai, lemiantys skurdo atsiradima Lietuvoje: 1cg10n1r115
aspeklas”, Lietuvos statistikos darbad, Vol. 42, pp.22-28. [Socio - econemic factors that dcteunme the
appearance of poverty in Lithuania: the regional dimension, in Lithucanion).

Zabarauskaite, R. (2007), .Salies ekonominio "Lugrmo bei gyventojy uiimtumo jtaka skurde maZinimy
Lietuvoje®, Ferslas, vadvba ir studijos, pp.105-116, [Impact of economic growth and employment d
poverty reduction in Lithuania, in Lithuanian]. ;

Zabarauskaité, R., Blaziend, [, (2012). ,.Income Inequality in the Context of Economic Cycles™, Business: thedly
and practice / Verslas. teorija ir prakifka, Vol 13, No 2, pp. 107-115 -

Zalimiens, L. (2011), ..Socialiai remtini*, _socialings rizikos®, ,globotiniai®, Kokia visuomeng konstrog/:;
Lietuvos soclalings paramos politika?, Kultiira ir visuomené, Vol. 2, No 1, pp.49-60, £, Soclal}
disadvantaged™, .social risks™, ,wards* ., What kind of society Lithuanian social assistance por
constructs?, i Lithuanian)],

Zalimiene, L., Lazutia, &. {2009}, ..Socialinés globos pasl "LLLg,os Lietuvoje: nuo hierarchinio prie tni§rios 2
ckonomikos modelio®, Pinigy studijos, No 2, pp.22-36, [Soclal care services in thhuama. :
hierarchical to a mixed custody economy model, i er/mcmzcmj

Wheeler-Brocoks, J. (2008), .JFocus groups with SEED parents: How parents decide to participate, open & acc
and save™, SEED Research Reporr, Lawrence, KS: University of Kansas.

Willis, L. (2008}, .,Evidence and ideology in Assessing the Effectiveness of Financial Literacy Educil

Universipy of Pennsyfania LenvSehool paper, Yol 2006, available

hitp:#sr.nellco.org/egifviewcontent.cgi?article=121 1 &context=upenn/wps. referred on 02/03/2014:

Algimantas Lagy

Santrauka

Suaipsnyje
Lwtuvo;e visiems

[ Vaiky ga limybiy
bty galima panay,

s REIRSME INLAT 2007
“-fondas,

TRANSFORMATIONS IN BUSINESS e ECONOMICY, Vol. 13, No 3C (33C), 2014

INSEORAL:




]SSN 1648 - 4460

537
gs of [iLegality In EY

aliniene

The Economi

alTé.- A.,_ Paluckieng, 3 GRISTOS SOCIALINES POLITIKOS §GYVEND|N[MAS LIETUVOIE
wsofijos ir SOCiOlngjos it !
s antas pLaurinavifius, Biruté Galiniend

L?(Jl’ffff;a.’ modernéfime ﬁ;liés
= modernization controvep
Y

izyvendinimo modelis, taikytinas
aupymo sgskaitas iv jose kaupiaimas l&$as nukreipiant
indél | tokias sqskaitas turéty inesti Salies Vyriausybe, o jose sukauptas 168as
iy 1¢dy panaudojimas biy skirtas apmoketl studijoms,
le¥itros iklaidoms. Siraipsnic tyrimai yra
iaus ir Galinignés

statornas hipoletinis turty pagristos socialings politikes

agimiams atidarant ilgalaikio t

Graipsnyje P :
vojes visiems Salies naufagin
Mo galimybiy fonda. Pradinj
i plima panaudoti Gk sulaukus pilnametystés. To
o verslo prad#iai, pradinei jmokal uf biista ir sveikatos pr
diti reprezentaty\fios anketinés gyventoiy apklausos rezultatais, apradytais Laurinavié
fid), bei turt gl‘isios |)Qlitik0_s mode‘liL}, jgyvendi.nu} Lllisie.:nio ée}lyse, _vertinimais. ATyrimo objel_clag -
hipﬂtﬂf_inis turtn gristy politikos lgyyendm_lmo modelis, talkytm_as Lietuvoje. Daroma lévada,.lfad m;kmnt
e nelygybe ir skurdo fygi, Lietuvoje purety bt jgyvendinta furtd pagrista socinling politika, visiems
i jammoliams tammpant investuotojais ir kapitalo savininkais. Vaiky galimybiy fondo dalyvio investicingje
[aitoje sukauptas kapitalas priklausyty nuo to, kiek jo téval investavo. 1i galsty siekti 10-37 tikst. Lt, Teks

ypto kapitalo kiekis aiitikty adekvatumo kriterijy, t.y. Lietuvos gyventojlj NUOMONE, jis leisty jgyvendinti
[gristai politikal igkeltus tikslus, Viena i Fondo le#y investavimo allernatyvy — dal; Fondo kaepitalo
enotl | paZangias idéjas ir paZangius verslus (valstybinio rizikas kapitalo fonda idéjah LY. gkirti pradsdandio

“kfuolaikinio versio skatinimui. Tokia Vaiky galimybiy fondo 16§y investavimo Kkryptis iki ol néra pritalkyta
fit-vienoje ugsienio Zalyje, Ji

leisty sukurti davgial pridétings vertés atskiro individo, verslo subjekly ir visos
alsiybés lygmenyje.

5 A (2_003), Seimos ;-91;01’;'
wevolution: Challenges for 5

tyvumas i tobulinime krypt
and improvement direstig e

1amoji analizé Listuvaje ir ki
i, [The standard of living ap p
7 Lithuanian].

Lietuvoje®, Ekonomika, Vol:
). .
iis Listuvaje®, Socialinis dur
vel of poverty in Lithuanis ;"{;'

3

;conomics to increase employ

afth and happiness, New Have

RETKSMINLAT FODZLAL turtu pagrista politika, skurdo maZinimas, vaiky aupymo sgskaitos, Vaiky galimybiy

“fandas.

tkurde b_ei jo priefasdiy tyrimui.
:e of social - economic indicators
).

3 atslu-adimal Lietuvoje: regioninis
aomic factors that determine the
4],

ntumo jtaka skurdo maZinimyi‘:
mi¢ growth and employment o

momic Cyeles™, Business: theory.
1. Kokia visuomene konstruoja -
2, No 1, pp.49-60, [.Socially

auanian social assistance policy

! hlerarc_hinio prie midrics globos
re services in Lithuania: from

side to participate, open accounts,

f Financial Literacy Bducation®,
L 206, available at:
ss, referred on 02/03/2014,

0 30C (330, 2014 T e T e PO = T
’ TRANSTORMATIONS [N BUSINESY ¢ HCONDMICS, Yol 13, No A0 (330, 2014




