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Summary of doctoral dissertation

Research questions and motivation

The aim of this dissertation is to investigate how and why the three Baltic
countries responded to the economic crisis in 2008-2010. More specifically, it aims to
analyze the strategy of internal adjustment, which involves safeguarding the fixed

exchange rate and achieving fiscal sustainability.

There are several reasons why such an investigation is worthwhile. To begin with,
the economic crisis was a major challenge for the three Baltic countries (the biggest
economic shock since the transition period), and thus constitutes an inherently important
phenomenon for research. Furthermore, the Baltic countries’ experience is often
discussed in the light of problems faced by countries in the southern Eurozone periphery
(Greece, Portugal, Spain, and Italy) that are basically trying to implement similar anti-
crisis strategy. Finding out how and why the Baltic countries were able to implement

internal adjustment therefore might provide potential practical “lessons”.

What is more, Baltic countries’ experience during the crisis provides several
interesting empirical puzzles. First, during the economic crisis the majority of outside
financial analysts predicted that the Baltic anti-crisis strategy was bound to fail. Indeed,
conventional currency crises models would have predicted a high likelihood of a
currency crisis in the Baltics. Similarly, in the light of conventional fiscal consolidation
theories, it was surprising that the Baltic countries were able to implement a very large

program of fiscal adjustment.

Another puzzle is related to the diverging experience among the Baltic countries.
While Estonia faced a similar economic shock as the other Baltic countries and also
chose similar means to tackle the crisis, it managed to cut budget deficit much more
quickly and to a greater extent. As a result, Estonia was able to satisfy Maastricht criteria

and was invited to join the Eurozone from 2011.

Consequently, the two main questions in the dissertation are the following:



1) Why did the Baltics countries choose to implement internal
adjustment and why were they able to do this, contrary to analysts’ expectations
and theoretical predictions?

2) Why did Estonia manage to deal with the crisis most successfully,

despite similar economic challenges?

Theoretical model

This dissertation deals with the phenomenon of economic adjustment. Why might
there be a need for such adjustment? The following is a typical scenario of boom and
bust: a country (often an emerging economy) experiences a positive shock (for instance,
as a result of successful structural reforms) which induces economic growth, increasing
wages and optimistic expectations. This leads to loans’ growth and ultimately lending
boom financed with imported capital as domestic savings are insufficient. The economic
boom is often induced by a successful macroeconomic stabilization by fixing the
exchange rate. If such a reform is successful, it helps to stabilize inflation and strengthen
macroeconomic stability. There is also an investment boom, especially in the untradeable
sectors, such as real estate, finance and retail. Expanding domestic demand gives a boost
to wage growth, which starts exceeding productivity gains. Besides, price bubbles in
asset markets (real estate and/or stock market) develop. As a result, real exchange rate
appreciates leading to a loss of competitiveness. The economy becomes “overheated”. At
some point, the economic situation deteriorates, triggered by adverse external or
domestic events. Economic agents are no longer willing to invest and might even start
moving capital out of the country. As private sector is no longer willing to finance the
current account deficit, balance of payments problems develop. Furthermore, falling
investment and lower consumption lead to higher unemployment. In this case, there is a
need for economic adjustment to achieve external (balance of payments) and internal

(full employment) equilibrium.

There are two main ways to do this. The first one is currency devaluation, which
can immediately increase competitiveness, thus encouraging exports and helping to both

reduce current account deficit and stimulate employment. The alternative way is internal
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devaluation which means falling wages and prices in the economy while the fixed
exchange rate is preserved. It is commonly assumed that currency devaluation is the
better option, because due to wage rigidity internal devaluation takes longer and

therefore generates bigger political and social costs.

It is also important to take into account the role of fiscal policy. During economic
contraction, there are two basic options: fiscal contraction (consolidation) and expansion.
The standard Keynesian recipe is to stimulate falling aggregate demand (and therefore
employment) with expansionary fiscal policy. However, this strategy might be
dangerous or even impossible, especially if the country also wants to preserve the
currency peg. First of all, a country must have fiscal resources, but international financial
markets or lenders might be unwilling to provide them. Second, expansionary fiscal
policies slow down internal devaluation and therefore the process of regaining
competitiveness. The alternative to fiscal expansion is fiscal consolidation. Its aim is to
restore investor confidence and achieve fiscal sustainability by cutting expenditure
and/or increasing revenues. Its main drawback is considered to be the fact that it adds to
economic (and also political) pain by further increasing unemployment in the context of
overall economic recession. In fact, it might even be self-defeating, as fiscal
consolidation leads to lower aggregate demand, which then depresses tax revenues,

which in turn calls for more consolidation, etc.

Overall, the strategy of internal adjustment involves two aspects: 1) preservation of
the fixed exchange rate via internal devaluation and 2) achieving fiscal sustainability by
implementing fiscal consolidation. Internal adjustment strategy is considered successful
if i) there is no currency crisis (fixed exchange rate is preserved) and ii) fiscal
sustainability is achieved. It is also possible to take into account the degree of success,

which refers to the extent and speed of achieving fiscal sustainability.

There is no coherent model in existing literature that would include all aspects of
internal adjustment covered in the dissertation. However, one can rely on theories related
to particular elements of internal adjustment. The novel model presented in the
dissertation builds on conventional theories and models of currency crises and fiscal

consolidation. However, it also takes into account other theories and factors that are not



as popular in the literature’. The theoretical model distinguishes three elements
(conditions) of an internal adjustment strategy: the willingness to preserve the fixed
exchange rate, implementation of fiscal consolidation measures, and final result of fiscal
consolidation. For internal adjustment to happen, policy-makers must be willing to
preserve the fixed exchange rate in the first place. At the same time, this willingness is
insufficient, as usually fiscal consolidation measures must also be implemented. Finally,
experience also shows that two countries implementing similar (or even identical) fiscal
consolidation measures might end up with a different final consolidation result (i.e.

actual change in budget deficit and public debt).

The theoretical model includes several variables that can affect the willingness to
defend the peg based on conventional theories of currency crises. First of all, overall
economic situation might have important influence. As economic activity contracts,
aggregate demand falls and unemployment expands, politicians might consider it
desirable to try to stimulate the economy by letting the exchange rate depreciate?.
Besides, strong real exchange rate can decrease the willingness to defend the peg
because exporters find it harder to compete with foreign firms. Furthermore, fiscal
problems might also motivate politicians to abandon the currency peg as the latter
precludes them from trying to monetize government debt. Therefore, worsening the state
of the economy (a falling real GDP, increasing unemployment, decreasing industrial
production), real exchange rate appreciation as well as bigger fiscal deficits and
government debt can all be expected to lower politicians’ willingness to keep fixed

exchange rates and thus diminish chances of successful internal adjustment.

Political factors can also influence politicians’ willingness to defend the peg.
First, one might expect that leftist parties will be less motivated to keep it because they
usually care more about full employment than inflation®. However, it is also possible that
the opposite is true because leftist parties might have weaker reputation among financial-

market participants and therefore stick to the peg as a way to ensure investor

! In the dissertation, these are referred to as ‘“non-conventional” theories and factors.

2 Maurice Obstfeld, “The Logic of Currency Crises.” NBER Working Paper No. 4640, 1994.
<http://www.nber.org/papers/w4640>.

¥ Beth A. Simmons, Who Adjusts?: Domestic Sources of Foreign Economic Policy During the Interwar Years.
Princeton: Princeton University Press, 1997.
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confidence®. Second, electoral processes can be important. The argument is that
politicians are usually less willing to devalue the currency before elections as currency
devaluation hurts consumers who are also voters®. Third, one could expect the
willingness to defend the peg be lower where exporting and import-competing sectors

are more influential because they can gain from currency depreciation®.

Non-conventional explanations suggest some additional factors that can affect the
willingness to defend the peg. First, conventional theories do not take into account the
so-called “balance-sheet” effects affecting firms, households and governments. In
particular, high borrowing in foreign currencies as well as dependence on imported
materials makes it ceteris paribus more costly to pursue currency devaluation’. Second,
conventional theories are based on the premise that economies are rigid (price and wage
rigidity), which prolongs the process of internal devaluation. However, one could point
out that economies have different levels of rigidity and that politicians might be more

willing to defend the peg in more flexible ones.

Another non-conventional political-institutional factor possibly affecting the
likelihood of keeping the peg is policy continuity. Specifically, the longer a country has
a fixed exchange rate regime, the likelier it is that policymakers will want to safeguard it
in order to avoid uncertainty and possible instability. Furthermore, the willingness to
defend the peg will be higher in those countries where there is a stronger ideational
consensus among policy-makers and experts that keeping the peg is a good economic
policy®. Finally, one must remember that fixed exchange rates can have important non-
economic functions, as they can help political integration processes and also serve as
important national symbols®. The more important these other functions are, the higher

the motivation to keep the currency peg.

* David A. Leblang, “To Devalue or to Defend? The Political Economy of Exchange Rate Policy.“ International
Studies Quarterly, 47(4), 2003, 533-560.

® Leblang, 538.

® Jeffry A. Frieden, “Invested Interests: The Politics of National Economic Policies in a World of Global
Finance.* International Organization, 45(4), 1991, 425-451.

" David M. Woodruff, “Boom, Gloom, Doom: Balance Sheets, Monetary Fragmentation, and the Politics of
Financial Crisis in Argentina and Russia.“ Politics & Society, 33(1), 2005, 301-328.

8 Barry Eichengreen and Peter Temin, “The Gold Standard and the Great Depression.© NBER National Bureau
of Economic Research, No. 6060, 1997, 2 <http://www.nber.org/papers/w6060>.

% Eric Helleiner, “National Currencies and National Identities. American Behavioral Scientist, 41(10), 1998,
1409-1436.
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As for fiscal consolidation measures, conventional literature suggests that overall
economic situation can be important. Nevertheless, its causal effect is somewhat
ambiguous. On the one hand, as the economy contracts, politicians might be willing to
stimulate the economy and engage in expansionary fiscal policy. On the other hand, a
weaker economic situation is likely to cause fiscal problems or even fiscal crisis which
might bring the need for fiscal austerity. What is important to remember is that based on
conventional understanding politicians will be unwilling to engage in fiscal
consolidation (austerity) under any set of economic conditions because austerity is

generally considered to be unpopular and therefore hurting the chances for re-election™.

Furthermore, certain political factors might hinder fiscal consolidation efforts.
The literature on political business cycles suggests that upcoming elections will decrease
the chances of a fiscal consolidation episode or at least negatively affect the magnitude
of austerity measures. Second, trade unions are likely to oppose it, especially in the form
of expenditure cuts®’. Third, leftist political parties are considered to be less willing to
engage in austerity™?. Finally, the number of veto players in the political system is
expected to correlate negatively with the likelihood of fiscal consolidation. Both
coalition governments and federalism is considered to increase the number of veto

players.

Non-conventional theories of fiscal consolidation suggest additional factors. As in
the case of exchange rate policy, path-dependency can play a role as politicians are likely
to choose the course of action that was used in the past. Therefore, fiscal consolidation is

likelier in those countries where it has historically been more popular®®. Additionally,

0 Ringa Raudla, “Fiscal Retrenchment in Estonia During the Financial Crisis: The Role of Institutional
Factors.“ Public Administration, 89(3), 2011.

1 Kenneth S. Rogoff and Anne Sibert, Elections and Macroeconomic Policy Cycles, NBER Working Paper, No.
1838, 1988. <http://www.nber.org/papers/w1838>; Alberto Alesina, Nouriel Roubini and Gerald D. Cohen,
Political Cycles and the Macroeconomy. USA: MIT Press, 1997; Adi Brender and Allan Drazen, “Political
Budget Cycles in New Versus Established Democracies.© NBER Working Paper No. 10539, 2004.
<http://www.nber.org/papers/w10539>; Alberto Alesina, Silvia Ardagna and Francesco Trebbi, “Who Adjusts
and When? On the Political Economy of Reforms* NBER Working Paper No. 12049, 2006.
<http://www.nber.org/papers/w12049>.

2 Douglas A. Hibbs Jr., “Political Parties and Macroeconomic Policy.“ The American Political Science Review,
71(4), 1977, 1467-1487; Alesina, Roubini and Cohen; Fredrik Carlsen, “Counterfiscal Policies and Partisan
Politics: Evidence from Industrialized Countries.” Applied Economics, 29(2), 1997, 145-151; Thomas R.
Cusack, “Partisan Politics and Fiscal Policy. Comparative Political Studies, 32(4), 1999, 464-486.

1% Ringa Raudla and Rainer Kattel, “Why Did Estonia Choose Fiscal Retrenchment After the 2008 Crisis?
Journal of Public Policy, 31(2), 2011, 163-186.

10


http://www.nber.org/papers/w1838
http://www.nber.org/papers/w10539
http://www.nber.org/papers/w12049

ideas about the appropriate economic policy in times of crisis can be important. Stronger
and more entrenched interest groups is another factor that might negatively affect the
chances of fiscal consolidation'®. Finally, societal reaction to austerity measures is
important. Conventional theories of fiscal consolidation assume that society is generally
opposed to fiscal austerity and also willing and capable to fight against it in some form
(protests or elections). However, this might not be true as a country’s population might
trust the government and support fiscal consolidation measures. Even if it does not
approve of the chosen economic policy, it might be incapable of opposing it. There
might not be economic policy alternatives offered by other parties. Furthermore, open
contestation towards austerity requires collective action and a certain amount of

mobilization capacity which might be missing.

The final element of the theoretical model is the end result of fiscal consolidation.
Based on conventional explanations, one could argue that two economic factors can
influence it. First, lower economic growth can obviously have a negative effect on tax
revenues and therefore fiscal consolidation. Second, stronger government efforts
(expenditure cuts and/or tax increases) can be expected to contribute to better fiscal

consolidation results.

However, one might argue that societal reaction can also have an influence. If the
society does not approve of the government’s policies but is not capable or unwilling to
contest them openly, it still has a choice of “exit”. The main form of “exit” that can
undermine fiscal efforts is tax-avoidance. It has been shown in academic literature that
tax morale (and consequently tax revenues) positively correlates with people’s trust in
government™. Therefore, one might expect that the higher the trust in government, the
less likely people are to turn to shadow economy and therefore the better end results of

fiscal consolidation might be expected.

¥ paul Pierson, “The New Politics of the Welfare State.“ World Politics, 48(2), 1996, 143-179.
1> James Alm, Jorge Martinez-Vazquez and Benno Torgler, “Russian Attitudes Toward Paying Taxes—before,
During, and After the Transition.* International Journal of Social Economics, 33(12), 2006, 832-857.
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Existing literature

Existing literature on Baltic countries’ experience during the crisis does not
provide adequate answers to the questions raised in the dissertation. To begin with, most
of the literature is of non-academic nature and does not analyze Baltic adjustment in
depth. However, there are several pieces of research that deal with certain aspects which
are covered in the dissertation. Authors who analyze the Baltic situation agree that these
countries’ experience during the crisis is surprising'®. According to Purfield and
Rosenberg, “the Baltics have already defied many conventional wisdoms. Despite an
unprecedented economic downturn, both devaluation and a banking crisis have been
avoided, very large fiscal adjustments were undertaken without encountering large-scale
social resistance™’. In explaining this puzzle, authors argue that economic factors partly
explain Baltic willingness and ability to implement internal devaluation, including a high
degree of economic flexibility, a high share of loans in foreign currency, relatively low
public debt levels at the start of the crisis'®. As shown in the dissertation, these factors
definitely contributed to the Baltic ability to adjust. However, in the dissertation the

effects of these factors are explained in more detail both theoretically and empirically.

Other authors also argue for the importance of political factors in explaining Baltic
internal adjustment. Aslund and Dombrovskis as well as Purfield and Rosenberg claim
that Baltic adjustment was facilitated by the fact that societies in these countries
essentially supported austerity policies'. Charles Woolfson investigates the Lithuanian
situation and argues that the Lithuanian society did not support the adjustment strategy
but rather chose to contest it by “exiting” via emigration and turning to shadow
economy®. In the dissertation, it is argued that both of these viewpoints are inaccurate.

Contrary to Aslund and Dombrovskis, it is maintained that in Latvia and Lithuania

16 Anders Aslund, The Last Shall Be the First: East European Financial Crisis. Washington, D.C: Peterson Institute
for International Economics, 2010, 112; Catriona Purfield and Christoph Rosenberg, “Adjustment Under a
Currency Peg: Estonia, Latvia and Lithuania During the Global Financial Crisis 2008—09.” IMF Working Papers,
No. 213, 2010. <http://www.imf.org/external/pubs/ft/wp/2010/wp10213.pdf>; Ringa Raudla, “Fiscal Retrenchment
in Estonia During the Financial Crisis: The Role of Institutional Factors.” Public Administration, 89(3), 2011.

Y7 pyrfield and Rosenberg, 31.

8 Aslund; Anders Aslund and Valdis Dombrovskis, How Latvia Came Through the Financial Crisis.
Washington, D.C: Peterson Institute for International Economics, 2011; Purfield and Rosenberg.

19 Aslund and Dombrovskis; Purfield and Rosenberg.

2 Charles Woolfson, ““Hard Times’ in Lithuania: Crisis and ‘Discourses of Discontent’ in Post-communist
Society.” Ethnography, 11(4), 2010, 487-514.

12



societies did not support the economic adjustment strategies pursued by the government.
Instead, as argued by Woolfson, they chose to “exit” rather than protest. However,
Estonia’s example is incompatible with Woolfson’s argument that “neoliberal” strategies
and austerity programs necessarily lead to alienation as well as social and economic

problems.

Aslund and Dombrovskis mention another factor which enabled successful Baltic
adjustment (they analyze the Latvian case, but conclusions can be extended to the two
other Baltic countries). In their opinion, it was the fact that most measures of fiscal
adjustment was concentrated at the start of the program?. Indeed, all three Baltic
countries implemented radical fiscal consolidation very fast. However, the main question
in this regard is why the Baltic countries reacted so fast. Raudla and Kattel mention
several factors that could explain this in Estonia’s case, including the consensus to
preserve the currency peg, the goal to join the Eurozone, presence of right wing parties
in government as well as continuity in fiscal policies??. The dissertation largely confirms
these conclusions but provides a more comprehensive analysis covering all three Baltic

countries as well as a comparison with Argentina.

The question of Estonia’s better performance gets scant attention in the literature.
Only Purfield and Rosenberg discuss this issue. According to them, Estonia’s better
results can be to a significant extent attributed to quicker reaction to the crisis as well as
better quality of institutions (accumulated fiscal reserves and stronger tax morale)®.
Indeed, in the dissertation it is argued that tax morale and overall better institutional
environment was the main factor that can explain Estonia’s better performance.
However, while Purfield and Rosenberg discuss this factor briefly, much more extensive

and stronger evidence is provided in the dissertation.

2! Aslund and Dombrovskis, How Latvia Came Through the Financial Crisis, 119.

?2 Ringa Raudla and Rainer Kattel, “Why Did Estonia Choose Fiscal Retrenchment After the 2008 Crisis?”
Journal of Public Policy, 31(2), 2011, 163-186.

% purfield and Rosenberg, “Adjustment Under a Currency Peg: Estonia, Latvia and Lithuania During the Global
Financial Crisis 2008-09.” 22.
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Research design and methodology

The main goal of the dissertation is to investigate an intrinsically important
phenomenon®. In James Mahoney’s terms, the dissertation belongs to the research
tradition that tries to find causes of effects rather than effects of causes, i.e. to find out
what happened in a specific case or cases rather than measuring the average effect of one
or several independent variables®®. To this end, a number of various theories and

variables are used in order to explain the developments in the specific Baltic cases.

However, since the Baltic countries’ experience provides several puzzles in the
light of conventional theories of political economy, the dissertation also involves
elements of “deviant” case study design. As has been mentioned, based on established
theories of currency crises and fiscal consolidation, one could have expected a currency
crisis in the Baltics as well as a failure of fiscal consolidation efforts. However, the
opposite happened. Furthermore, the fact that Estonia dealt with the crisis more
successfully than Latvia and Lithuania despite similar background conditions allows
using the comparative method (most-similar systems design) along with within-case

analysis.

The dissertation includes both qualitative as well as quantitative
(econometric/statistical) methods, reflecting a pragmatic stance and the idea that research
questions should determine the methods and techniques used, and not vice versa. Several
qualitative techniques are used: secondary and primary source analysis as well as
interviews with experts and decision-makers. Quantitative techniques employed include
ordinary least squares regression (OLS), ordered probit models and panel data analysis.
The combination of qualitative and quantitative methods helps to strengthen the

conclusions.

2 John S. Odell, “Case Study Methods in International Political Economy.” International Studies Perspectives,
2(2), 2001, 163.

% James Mahoney, “After KKV: The New Methodology of Qualitative Research,” World Politics 62(1), 2009,
132.
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The dissertation also relies on “nested analysis™

approach as a way of combining
the insights of qualitative and quantitative methods. This approach is used to explain
Estonia’s better performance. First, Baltic countries’ fiscal (tax) performance is placed in
a broader EU-wide context to reveal their “deviance”. This helps to capture to what
extent Estonia, Latvia and Lithuania deviate from the general expectations of tax
revenues that would have been predicted based on economic conditions. After providing
within-case evidence that trust was the factor influencing Estonia’s better results, these

insights are again corroborated in a wider sample.

Finally, the dissertation includes a comparison between Latvia and Argentina.
When a researcher seeks to explain an outcome in a particular case, it is worth trying to
find a case with a different outcome (difference in the value of the dependent variable)
but with background conditions that are as similar as possible. This allows isolating the
variables that could explain the difference in outcome. Argentina is a good case for such
a comparison, as back in 1998-2001 it faced similar economic conditions and chose an
essentially similar strategy to adjust but ultimately abandoned its efforts, declared default
on government debt and devalued its currency. It is not a coincidence that during the
peak of the last economic crisis many analysts started comparing Latvia and Argentina
and predicted that Latvian adjustment would fail (as was the case in Argentina). The
comparative study of Argentina and Latvia also allows to check the conclusions reached

when explaining Baltic adjustment using within-case analysis.

Main findings

Conventional models of currency crises and fiscal consolidation do not perform
well in explaining the developments in the Baltic countries in 2008-2010. In order to

satisfactorily explain them, additional (non-conventional) variables must be investigated.

To begin with, given deep economic vulnerabilities Baltic politicians should have

been motivated to devalue exchange rates and try to provide boost for aggregate demand

?® Evan S. Lieberman, Race and Regionalism in the Politics of Taxation in Brazil and South Africa. Cambridge:
Cambridge University Press, 2003; Evan S. Lieberman, “Nested Analysis as a Mixed-method Strategy for
Comparative Research.” American Political Science Review, 99(3), 2005, 435-452.
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and consequently for employment. The Baltic countries suffered a very large economic
contraction. Furthermore, the situation was complicated by the fact that the main trading
partners (Poland, Russia, Sweden, Belarus) devalued their currencies and thus put
additional pressure on Baltic economies. Nevertheless, Baltic politicians were very
determined to safeguard fixed exchange rates despite many suggestions from foreign
analysts against such a course of action. Even the International Monetary Fund was
skeptical about Latvia’s decision to stick to the peg when it negotiated the terms of the
country’s financial assistance program. During the crisis this consensus somewhat
weakened only in Latvia where opposition members and even certain government
representatives started discussing the need for currency devaluation. Nevertheless, even
in Latvia these discussions only started after the main decisions regarding anti-crisis
strategy had already been taken. Furthermore, the main political actors (the Prime
minister, Finance minister and Central Bank Governor) were all firmly determined to

preserve the fixed exchange rate.

Conventional political-institutional factors do not help to explain the strong Baltic
willingness to defend the peg either. First, exporters and import-competing sectors did
not lobby for weaker exchange rate (with some exceptions in Latvia). Furthermore, there
was almost no correlation between partisanship and support for fixed exchange rate, as
suggested by conventional theories. For instance, both Lithuanian and Estonian social
democrats were unanimously in support of the fixed exchange rate system. Electoral
cycles cannot explain Baltic policymakers’ motivation to stick to the peg simply because
elections took place in all three countries but the motivation largely did not change (i.e.
the value of the independent variable changed but the value of the dependent variable

remained constant).

In order to explain Baltic willingness to preserve the fixed exchange rates one
must turn to non-conventional factors. First, Baltic households and firms had mostly
borrowed in euros before the crisis, and therefore a devaluation would have immediately
increased their real debt burden. Besides, negative effects of currency devaluation would
have been aggravated by the fact that Baltic economies are highly dependent on imports.

Furthermore, a high level of flexibility of Baltic economies meant that internal

16



adjustment was less painful than otherwise would have been. Exporting and import-

competing firms had lower motivation to pressure for depreciation.

Secondly, the Baltic countries had safeguarded fixed exchange rates for around
twenty years, i.e. for the majority of their independence. Keeping fixed exchange rates
therefore represented continuity in economic (exchange rate) policy and allowed to avoid
uncertainty that would have been associated with changing the currency regime. Fixed
exchange rates had become the anchors of macroeconomic stability in the Baltic
countries. It is therefore likely that abandoning them would have seriously undermined

the confidence in these countries’ financial and overall economic systems.

Third, within the Baltic countries there was a strong ideational consensus
supporting the fixed exchange rate system. According to these beliefs, currency
devaluation was to be avoided at all costs, and sticking to the peg was the best policy
option available. This belief was shared by the vast majority of policy analysts,
economists, government officials and the public at large. One must also remember that
fixed exchange rates were (for good reasons) widely perceived to be one of the most
successful reforms during the independence period, as they had helped to bring down

inflation and ensure macroeconomic stability.

Fourth, fixed exchange rates served two important non-economic functions. First,
founded not long after regaining independence, they were powerful symbols of national
pride to many people. Furthermore, they fit well within the broad Euro-integration
project sought by the Baltic countries. Specifically, abandoning a fixed exchange rate
peg would have jeopardized the plans for euro adoption in the near future. Euro entrance
itself acted as an important “exit strategy” for Baltic policymakers during the economic

crisis.

The fact that a country wants to safeguard a fixed exchange rate is usually not
enough to preserve it, however. One must also enact painful austerity measures to
achieve this goal. Baltic ability to achieve the necessary fiscal adjustment is also
surprising. This is because politicians are generally considered to be unwilling to impose
austerity under any set of circumstances, while the Baltic countries implemented a very

large austerity package in historical context. Furthermore, conventional fiscal
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consolidation literature predicts that coalition and minority governments would find it
hard to achieve fiscal consolidation. During the adjustment period, Baltic countries were
ruled by relatively fragile coalition governments (Latvia and Estonia at one time also had
minority governments in power). What factors could explain the ability of Estonia,
Latvia and Lithuania to implement the necessary austerity measures to restore fiscal

sustainability and keep fixed exchange rates?

Conventional theories of fiscal consolidation provide some important
explanations. First of all, trade unions in the Baltic countries are very weak, and even
though they tried to contest fiscal austerity, ultimately they proved to be incapable of
that. Furthermore, Baltic adjustment was facilitated by a highly centralized governance
system. A contrast is provided by the case of Argentina where fiscal adjustment efforts
were seriously undermined by a high level of autonomy enjoyed by regional
governments that refused to implement the federal government’s plans to cut
expenditure. In the Baltic countries, partly as a result of formal constitutional rules and
partly due to informal traditions, decision-making and implementation was highly

centralized, which allowed for drastic and fast austerity actions.

Other hypotheses derived from conventional theories of fiscal consolidation find
mixed support. For instance, in Estonia and Lithuania there was little evidence that
political parties on the left and the right had essentially different views on the need for
fiscal consolidation. Estonian social democrats initially even participated in the coalition
that ruled during the fiscal adjustment period (although they did oppose some
expenditure cuts and suggested tax increases instead). Political business cycles theory is
partially supported by the evidence, especially in Latvia and Lithuania. In both of these
countries politicians were unwilling to take serious action before national elections. The
2008 parliamentary elections in Lithuania was one of the factors that delayed fiscal
adjustment in Lithuania. However, political business cycle theory cannot explain the
ultimate Baltic ability to implement internal adjustment because although they delayed
adjustment efforts, Lithuanian and Latvia policy-makers were ultimately willing and able

to pass through very large austerity packages.
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Other important factors are suggested by non-conventional theories. First, as in
the case of currency peg, fiscal austerity was the traditional anti-crisis approach used by
Baltic policy-makers. This was how the Baltics chose to respond to the Russian crisis in
1998-1999. Fiscal adjustment was also supported by an ideational climate where other
economic ideas were relatively weak (most importantly, Keynesian ones). Only in
Latvia’s case this consensus was somewhat challenged. The main opposition party
developed an alternative economic strategy, but this party was not included in the ruling

coalition and ultimately was not able to affect the economic adjustment program.

Second, the Baltic countries lack strong, entrenched interest groups that would be
ready to fight for the preservation of social spending programs. Here, it is noteworthy
that social spending is relatively low in the Baltic countries, and much of it grew rapidly
before the crisis. Therefore, there were no equal entrenched interest group networks to
fight the austerity measures as in most other European countries (or other countries, such
as Argentina in 1998-2001).

Third, a major factor facilitating the Baltic adjustment was the lack of
contestation towards austerity on the part of society either in terms of electoral sanctions
or open protests. This lack of contestation itself is a big puzzle, as international
experience shows that higher austerity (especially if it is based on expenditure cuts, as

was the case in the Baltics) is strongly associated with political instability?’.

The dissertation argues that the sources of societal lack of opposition to the
austerity program were largely different in the Baltic countries. In particular, it could be
argued that Estonian society mostly supported the government and its program, while
Latvian and Lithuanian societies acquiesced and did not approve of the chosen strategy,
but instead opted for “exit” rather than “voice” (or “protest”). This argument is supported
by a couple of facts. For instance, in the spring of 2007, 66 percent of Estonians said
they trusted the national government, while only 20 percent of Latvians and 26 percent
of Lithuanians did®®. Second, emigration numbers can be said to reflect whether citizens

“approve” of a given country’s governance. In Latvia and especially Lithuania,

27 Jacopo Ponticelli and Hans-Joachim Voth, “Austerity and Anarchy: Budget Cuts and Social Unrest in Europe,
1919-2009.” CEPR Discussion Papers, No. DP8513, 2011, 1.
<http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1908561>

%8 Standard Eurobarometer data.
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emigration increased substantially during the crisis. The third indicator suggesting a
different reaction by Estonians versus Latvians and Lithuanians is fiscal consolidation

results.

All three Baltic countries faced similar economic challenges, although Latvia was
affected the most (not least because of a failure of a major domestic bank “Parex”).
Furthermore, all three chose similar anti-crisis strategies. Nevertheless, Estonia managed
to tackle the crisis most successfully. The dissertation argues that this can be explained
by higher tax compliance in Estonia, as its citizens did not turn to shadow economy to
the same extent that Latvians and Lithuanians did. This higher compliance could be
attributed to stronger tax morale, which in turn can be associated with a higher level of
trust in government. Substantial literature documents the positive relationship between
trust in governments and tax morale®® (and subsequently fiscal performance), but the
dissertation introduces a novel modification. It is argued that the importance of trust for
fiscal performance might be conditional on the general economic environment.
Specifically, the importance of trust might increase when economic conditions turn bad,

as trust acts as a “buffer” that keeps people from turning to shadow economy.

This line of argument is supported by several observations which mainly focus on
the comparison of Estonia and Lithuania but also discuss Latvia. First, it is argued that
better fiscal results in Estonia cannot be attributed to stronger expenditure efforts as
Lithuanians and especially Latvians cut it more. Better tax revenue results can account
for the difference. It is then documented that there are important differences in political
trust levels as well as other indicators of institutional quality (e.g. corruption,
government effectiveness, rule of law) between Estonia on the one hand and Latvia and
Lithuania on the other. Second, evidence is provided that Estonians have significantly
higher tax morale than Latvians and Lithuanians. Third, statistical tests confirm that
there is a positive link between various measures of political trust and tax morale and
also that these differences can partly account for the gap in tax morale between Estonia
and Lithuania. Fourth, the inclusion of a measure of political trust helps explaining part

of the deviation of Estonian, Latvian and Lithuanian fiscal results during the crisis from

2% See, for instance, Bruno S. Frey and Benno Torgler, “Tax Morale and Conditional Cooperation.” Journal of
Comparative Economics, 35(1), 2007, 136-159.
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general expectation. In other words, after accounting for the level of trust in political
institutions, one can better understand why Latvians and Lithuanians collected less and
Estonians more tax revenue during the crisis than would have been expected based on
general economic contraction. Finally, statistical tests provide evidence that the
conditional effect of trust on fiscal results (i.e. trust becomes more important as
economic conditions worsen) is confirmed in the wider sample of European Union

member countries.

Implications and suggestions for future research

This dissertation provides several implications, both theoretical and practical.
Concerning tax revenue and fiscal results in general, the dissertation suggests taking into
account the importance of trust in government and in particular the hypothesis that
trust’s influence might increase in bad economic conditions. This hypothesis should be

further explored in future research.

Other factors that enabled fiscal adjustment in the Baltic countries should also be
considered in conventional explanations of fiscal consolidation, namely the level of
entrenchment of social programs as well as society’s capacity to contest austerity
programs. One could include, for example, the level of social expenditure and indicators
of “protest culture”. As for theories of currency crises, they could be improved by
including the above-mentioned variables affecting the success of fiscal consolidation,
because the latter is often a precondition for the preservation of a currency peg. Other
factors neglected by conventional theories and models that affect the willingness to
defend the currency peg are the following: the level of economic flexibility, indebtedness

in foreign currencies as well as continuity in exchange rate policies.

As for Baltic lessons for European periphery, the implications are not very
optimistic. It is true that the Baltic countries faced enormous economic challenges but
nevertheless were able to implement internal adjustment. Arguably, European periphery
countries are not facing worse economic environment overall. At the same time, most

factors that enabled adjustment in the Baltics do not exist in the Eurozone periphery.
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Such factors are weak trade unions, absence of entrenched interest groups defending
social spending programs, weak protest culture, ideational climate supporting austerity,
etc. Therefore, drawing upon research in this dissertation, one should be skeptical about

extracting clear lessons for adjustment in other countries.

Finally, the dissertation suggests that in order to tackle seemingly purely
economic issues, namely fiscal deficits and public debt, in Latvia and Lithuania there is a
need to deal with the relationship between government and society. If trust in
government does not improve, it will be hard to expect good economic performance, and

it is likely that Estonia’s path will diverge even more from Latvia and Lithuania.
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Reziumé lietuviy kalba

Tyrimo klausimai ir aktualumas

Sios disertacijos tikslas yra i§nagrinéti, kaip ir kodél trys Baltijos $alys — Estija,
Latvija, Lietuva — reagavo j ekonomikos krize 2008-2010 metais. Nagrinéjama ,,vidinio
prisitaikymo* strategija, kurig Sios valstybés pasirinko, siekdamos iSspresti kilusius

ekonominius sunkumus.

Baltijos Saliy reakcijos j kriz¢ patirtis yra jdomi dél keliy priezas€iy. Visy pirma
krizé buvo didziausias ekonomikos sukrétimas Baltijos valstybése nu per¢jimo pradzios.
Be to, Baltijos Salys patyré didziausig ekonomikos nuosmukj pasaulyje 2009 metais.
Todé¢l tai yra istoriSkai svarbus reiskinys, vertas praktiky ir mokslininky démesio. Taip
pat verta paminéti, kad euro zonos periferijos Salys, tokios kaip Italija, Graikija, Ispanija
ir Portugalija, jau kelerius metus bando jgyvendinti i§ esmeés panaSig antikrizing
strategija, todel diskutuojama, kad Baltijos Saliy ,,pamokos* gali biiti naudingos Siame

kontekste.

Kita svarbi tyrimo motyvacija yra tai, kad Baltijos valstybiy patirtis per krize¢
pateiké idomiy empiriniy galvostkiy. Visy pirma krizés jkarStyje daugelis uZsienio
analitiky ir ekonomisty prognozavo, kad Baltijos Salims nepavyks jgyvendinti vidinio
prisitaikymo strategijos. I$ tikryjy zvelgiant i§ konvenciniy politinés ekonomijos teorijy
(valiutos kriziy ir fiskalinés konsolidacijos) perspektyvos, Baltijos Saliy bandymas turéjo

pasibaigti nes¢kme.

Dar vienas svarbus galvosiikis kyla i§ skirtingos Baltijos valstybiy patirties per
krizg. Nors visos Salys susidiiré su panaSiomis didelio masto problemomis ir émesi | jas
reaguoti panaSiai, Estijos rezultatai yra geriausi: ji greiCiausiai ir labiausiai atkiiré
investuotojy pasitikéjimg, subalansavo biudzetg ir galiausiai buvo pakviesta prisijungti

prie euro zonos nuo 2011 mety.

Taigi disertacijoje siekiama atsakyti j Siuos klausimus, kylancius i

empiriniy galvosiikiy ir Zymincius skirtingg vidinio prisitaikymo strategijos sekmes
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pobiidj:

1. Politikos pasirinkimo ir jgyvendinimo galvosukis: kodél Baltijos
valstybés sugebe¢jo islaikyti fiksuotus valiutos kursus, prieSingai analitiky spéjimams
bei teorinéms prognozeéms?

2. Skirtingos s€ékmés galvosikis: kaip ir kodél iSsiskyré Baltijos valstybiy
prisitaikymo keliai? Konkreciai kalbant, kodél Estija sékmingiausiai susitvarké su
krize: sugebéjo greiCiausiai atkurti investuotojy pasitikéjima, sumazino biudZeto

deficita ir galiausiai prisijungé prie euro zonos 2011 metais?

Teorinis pagrindas

Disertacijoje nagrin¢jama vidinio prisitaikymo strategija apima du aspektus:
1) fiksuoto valiutos kurso iSlaikyma, vykdant vidine devalvacija (ar, tiksliau tariant,
leidZiant jai wvykti) ir 2) fiskalinio tvarumo pasiekimg, jgyvendinant fiskaline
konsolidacija. Vidinio prisitaikymo strategija bus laikoma sékminga, jeigu: a) bus
iSsaugotas fiksuotas valiutos kursas (iSvengta valiutos krizés); b) bus pasiektas fiskalinis
tvarumas. Taip pat galima kalbéti ir apie vidinio prisitaikymo strategijos s€kmes laipsnj:
kaip greitai ir kokiu laipsniu atkuriamas investuotojy pasitikéjimas bei — svarbiausia —

kaip greitai ir kokiu laipsniu pavyksta pasiekti biudzeto konsolidacija.

Literatiiroje néra vieningo teorinio modelio, kuris apimty visus nagrin€¢jamos
vidinio prisitaikymo strategijos elementus. Taciau galima remtis egzistuojanciomis
valiutos krizés bei fiskalinés konsolidacijos teorijomis. Disertacijos teorinis modelis
formuojamas, atsizvelgiant | minétas vyraujancias teorijas, jy sitilomus veiksnius ir
hipotezes. Taciau kartu atsizvelgiama ir | papildomus, ne tokius populiarus aiSkinimus.
Teoriniame modelyje iSskiriamos trys vidinio prisitaikymo strategijos salygos
(elementai): noras islaikyti fiksuotg valiutos kursa, fiskalinés konsolidacijos (taupymo)

priemoniy jgyvendinimg ir galutinj fiskalinj rezultata.

Kalbant apie norg iSsaugoti fiksuotg valiutos kursg, i8skiriami tokie vyraujanciy
(konvenciniy) teorijy nurodomi veiksniai, kurie turéty mazinti norg ginti fiksuota
valiutos kursg, taigi didinti valiutos krizés bei kartu mazinti sékmingo vidinio

prisitaikymo tikimybe: prasta ekonominé situacija (bendri ekonominio aktyvumo
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rodikliai, fiskaliné situacija), porinkiminis laikotarpis, kairiyjy partijy valdymas,
pramong¢s sektoriaus stiprumas. Kaip papildomi, ne konvenciniy teorijy sitilomi veiksniai
yra nurodomi tokie aspektai: ekonominés politikos te¢stinumas, ekonominés struktiiros
ypatumai (lankstumas, jsiskolinimas uzsienio valiuta), priezastiniy jsitikinimy pobudis ir

papildomos (neekonomines) fiksuoto valiutos kurso funkcijos.

Remiantis konvencinémis fiskalinés konsolidacijos teorijomis, antrgjj vidinio
prisitaikymo strategijos elementg — fiskalinés konsolidacijos (taupymo) priemoniy
igyvendinimg — turéty veikti jau minétas noras iSlaikyti fiksuotg valiutos kursg, bendra
ekonomin¢ situacija, rinkiminiai procesai, profesiniy sgjungy stiprumas, veto Zaidéjy
skaiCius politingje sistemoje. Nurodomi papildomi veiksniai yra tokie: fiskalinés
politikos testinumas, socialiniy i§laidy programy jsitvirtinimas, prieZastiniai jsitikinimai
apie tinkama ekonomin¢ politikg. Taip pat paZzymima ir visuomenés reakcijos
(pasiprieSinimo taupymo politikai) svarba, kurig gali veikti tokie veiksniai: pasitikéjimas
valdZios institucijomis, alternatyviy prisitaikymo programy egzistavimas, mobilizacijos

gebéjimai, protesto kultiiros stiprumas.

Treciasis vidinio prisitaikymo strategijos elementas — galutinis fiskalinis
rezultatas — gali buti aiSkinamas dviem veiksniais: bendra ekonomine situacija ir
priimtos fiskalinés konsolidacijos priemonémis. Disertacijoje nurodomas papildomas
veiksnys yra susij¢s su visuomenés reakcija: net jei visuomené negali ar nenori priesintis
bendrai taupymo politikai, ji gali pasirinkti ,,pasitraukimo* kelig i SeSéling ekonomika, o

tai blogina fiskalinius rezultatus.

Tyrimo struktiira ir metodologija

Sios disertacijos pirminis tikslas — paaiskinti savaime svarby (angl. intrinsically
important) jvyki, t. y. suprasti, kas ir kodél nutiko konkreciais Baltijos valstybiy
atvejais®. Jameso Mahoney terminologija remiantis, $ig disertacija galima baty priskirti
tradicijai, skirtai ieSkoti prieZasCiy, 1émusiy tam tikrg rezultatg (angl. causes of effect), o

ne ieskoti tam tikry nepriklausomy kintamyjy poveikio (pasekmiy) reikSmes ir dydzio

% John S. Odell, ,,Case Study Methods in International Political Economy.* International Studies Perspectives,
2(2), 2001, 163.
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(angl. effects of causes): ,,pirminis tikslas (...) yra i§samiai paaiSkinti konkrety jvykj ar

ivykius®, o ne matuoti tam tikry kintamyjy vidutine jtaka™".

Tiesa, Baltijos Saliy patirtis yra sunkiai suderinama su vyraujan¢iomis teorijomis.
Todél tyrimo struktiira 1§ dalies seka ir iSskirtiniy (,,deviantiniy) atvejy modelj: tai
padeda aiskinantis, kodél Baltijos valstybé sugebéjo pasiekti fiskaling konsolidacijg bei
iSvengé valiutos krizés, nors remiantis konvencinémis teorijomis bity buves
prognozuojamas prieSingas rezultatas. Galiausiai iSsiskyrusi Baltijos valstybiy patirtis,
zvelgiant ] galutinj fiskalin} rezultatg, leidzia derinti lyginamojo metodo bruozus

(panasiausiy atvejy sistema) su analize atvejy viduje (angl. within-case analysis).

Disertacijoje vadovaujamasi poziiiriu, kad kiekybiniai ir kokybiniai metodai turi
savo privalumy ir trokumy. Jy taikymas turi priklausyti nuo keliamo klausimo ir
hipoteziy. Disertacijoje derinami kokybiniai ir kiekybiniai metodai*’. Kalbant apie
konkrecias tyrimo technikas, remiamasi pirminiy ir antriniy Saltiniy analize, interviu su
politikos formuotojais ir ekspertais, kiekybine regresine (paneliniy duomeny, paprastgja

tiesine, rangine probit) analize.

Pagrindinés isvados

Kalbant apie norg iSlaikyti fiksuotg valiutos kursa, konvencinés valiutos kriziy
teorijos — pirmiausia grindziamos antrosios kartos valiutos kriziy modeliais — sunkiai
geba paaiskinti Baltijos Saliy situacija. Svarbiausia tai, kad zvelgiant i§ vyraujanciy
valiutos kriziy teorijy perspektyvy, Baltijos Saliy politikai tur¢jo biiti nelinke iSsaugoti
fiksuotg valiutos kursg dél ypac didelio ekonomikos pazeidZiamumo (pervertinto realaus
valiutos kurso, augancio fiskalinio deficito, BVP nuosmukio bei sparciai did¢jancio
nedarbo). Sj Baltijos Saliy galvosiikj galima paaikinti, atsizvelgiant j specifinj jy
kontekstg. Kalbant apie ekonominius aspektus, Baltijos valstybés issiskyré dideliu
jsiskolinimu uZsienio valiuta ir lanks¢ia ekonomikos struktira — tai didino valiutos

devalvacijos nuostolius ir kartu mazino jos patrauklumg. Be to, Baltijos Salyse fiksuoti

3 James Mabhoney, ,,After KKV: The New Methodology of Qualitative Research,* World Politics 62(1), 2009, 141.
%2 Evan S. Lieberman, Race and Regionalism in the Politics of Taxation in Brazil and South Africa. Cambridge:
Cambridge University Press, 2003; Evan S. Lieberman, ,,Nested Analysis as a Mixed-method Strategy for
Comparative Research.“ American Political Science Review, 99(3), 2005, 435-452.
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valiutos kursai vaidino ypatinga vaidmenj: jie veiké beveik visa nepriklausomybés
laikotarpj, uztikrino bendra makroekonominj stabilumg. Fiksuoty nacionalinés valiutos
kursy atsisakymas biity Iémes didelj netikruma ir galimai atneS¢s didesnj nepasitikéjimag
ne tik ekonominés politikos kursu, bet ir apskritai valstybe. Visose trijose Baltijos Salyse
vyravo stipriis idéjiniai jsitikinimai dél to, kad fiksuoty valiutos kursy islaikymas yra
esminis antikrizinés politikos ramstis. Galiausiai Baltijos Salyse fiksuoti valiutos kursai
buvo glaudziai susij¢ su valstybingumo idéjomis bei eurointegracijos projektu — o tai dar
labiau didino galimus valiutos devalvacijos nuostolius. Verta pridurti, kad daugelis
minéty kontekstiniy saglygy — ypac jsiskolinimas uzsienio valiuta bei bendro institucinio
stabilumo funkcija — yra biidingi besivystanCioms valstybéms, neturincioms didelio
finansy rinky ir apskritai ekonomikos veikéjy pasitikeéjimo. Disertacijoje atliktas Latvijos
palyginimas su kita besivystancia Salimi — Argentina 1998-2001 metais — patvirtina, kad

Joje taip pat egzistavo stiprus fiksuoto valiutos kurso palaikymas.

Vis délto Argentinos pavyzdys atskleidzia ir tai, kad vien noro iSsaugoti fiksuotg
valiutos kursg neuztenka, siekiant jj iSlaikyti ir apskritai jgyvendinti vidinio prisitaikymo
strategija. Paprastai tokioje situacijoje atsidiirusioms Salims tenka jgyvendinti fiskalinés
konsolidacijos programa — o to, remiantis konvencine iSmintimi, politikai nelinke daryti,
ypa¢ jeigu ekonominé situacija yra prasta. Todé¢l Zvelgiant i§ konvenciniy teorijy
perspektyvy, Baltijos Saliy gebéjimas jgyvendinti plataus masto fiskaling konsolidacija
yra stebinantis. Be to, remiantis vyraujancia literatura, Baltijos Saliy situacijg turéjo itin
apsunkinti koaliciniy bei mazumos (Estijoje ir Latvijoje) vyriausybiy veikimas. Tiesa,
konvencinés teorijos pateikia kelias priezastis, kurios padeda suprasti Baltijos valstybiy
gebéjimg jgyvendinti fiskaling konsolidacijg: politinéje arenoje dominavo deSiniosios
partijos, profesiné€s sgjungos buvo labai silpnos, valstybés valdymo centralizacija maZzino
potencialiy veto zaidéjy skaiciy. Taciau Sie veiksniai néra pakankami, norint adekvaciai
atsakyti ] keliamg klausimg — tam taip pat reikia atsizvelgti | specifin; Baltijos Saliy
konteksta. Pirma, Baltijos Salyse fiskaliné konsolidacija buvo tapusi tradiciniu atsaku |
ekonoming kriz¢ — jos jgyvendinimas reiSké ekonominés politikos testinumg. Taupymo
politikai 1§ esmés neegzistavo jokia rimtesné id¢jine alternatyva (iSimtimi galima biity
laikyti Latvijoje jvykusius idéjinés inovacijos procesus politines kairés stovykloje). Be

to, interesy grupés, kurios galéty biiti potencialios socialiniy i§laidy programy gynéjos ir
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taupymo politikos prieSininkés, buvo silpnai organizuotos. Galiausiai Baltijos valstybiy
visuomeneés tradiciSkai pasizyméjo menkais mobilizacijos gebéjimais ir silpna ,,protesto
kultira®, ypa¢ nesant alternatyviy ekonominés politikos sprendimy. Baltijos Saliy
gyventojai, reaguodami ] politika, kuriai nepritare, rinkosi ne ,,balso* (rinkiminiy ar
atviry protesty), o ,,pasitraukimo® kelig. Latvijos palyginimas su Argentina taip pat
parodo, kad pagal daugelj minéty veiksniy Sios Salys skyrési — Argentinos vidinio
prisitaikymo nesékme, palyginti su Latvija, paaiSkina ne ekonominiai paZeidziamumai ar
silpnas noras iSlaikyti fiksuotg valiutos kursa, bet nepakankamas gebéjimas jgyvendinti

fiskalinés konsolidacijos priemones.

Nors visos trys valstybés gebéjo priimti skausmingas fiskalines taupymo
priemones, Estijos rezultatai buvo akivaizdziai geriausi. To negali adekvaciai paaiSkinti
konvenciniai veiksniai: ekonominés situacijos, mokestinés ar islaidy politikos skirtumai.
Disertacijoje keliama ir pagrindziama hipotezé, kad Estijos didesne sékme lémé
aukstesnis pasitikéjimo valdZios institucijomis lygis, kuris mazino Se$¢linés ekonomikos
mastus, taigi kartu didino ir mokestines pajamas. Estijoje visuomen¢ i§ esmes palaike
valdZig ir jos vykdoma politikag, o Latvijoje ir Lietuvoje, nors neprotestavo, bet

»pasitrauké® | emigracijg ir Ses¢ling ekonomika.

Rekomendacijos

Disertacija leidzia pateikti kelis praktinius bei teorinius pasitilymus. Kalbant apie
mokestinius bei apskritai fiskalinius rezultatus, iSskirta pasitik€¢jimo svarba. Disertacijoje
iSkelta hipoteze, kad pasitik¢jimas gali buti ypac¢ svarbus tada, kai Salis susiduria su
ekonominiais sunkumais. Nors tyrime buvo rasta jrodymy, paremianciy $ig hipoteze,
naudinga biity ateityje tyrimuose placiau tirti minétg ry$j kitose Salyse. Be to, fiskalinés
konsolidacijos literatiiroje taip pat biity naudinga atsizvelgti | institucijy kokybés bei
pasitik¢jimo veiksnj. Disertacijoje buvo iSskirti dar keli veiksniai, kurie palengvino
Baltijos valstybiy fiskaling konsolidacija, - tai socialiniy programy jsitvirtinimo laipsnis
ir visuomenés gebéjimas prieSintis taupymo politikai. Minéti veiksniai taip pat galéty

biti jtraukti j kitus tyrimus, nagriné¢jancius fiskalinés konsolidacijos epizodus.
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Kalbant apie valiutos kriziy teorijas, deréty atsizvelgti | visus pirmiau minétus
veiksnius, kadangi fiskalin¢ politika yra glaudZiai susijusi su fiksuoto valiutos kurso
iSlaikymu arba wvaliutos krizémis (veiksniai, kurie didina fiskalinés konsolidacijos
tikimybe bei gerina jos rezultatus, kartu didina ir valiutos kurso i§laikymo tikimybe). Be
to, deréty jtraukti ir kitus kintamuosius, kurie gali biiti susij¢ su noru ginti fiksuota
valiutos kursg — pirmiausia tai biity ekonominio lankstumo ir jsiskolinimo rodikliai; taip
pat buty galima atsizvelgti i tai, kiek laiko veikia fiksuotas valiutos kursas bei ] tai, ar

valstybé turi patirties su alternatyviu valiutos kurso rezimu.

Praktinés Baltijos Saliy patirties ,,pamokos* kitoms Salims, jgyvendinancioms
panaSig antikrizing politikg (pirmiausia euro zonos periferijos valstybéms), yra
nevienareik§meés. Viena vertus, buvo nustatyta, kad Baltijos valstybiy geb¢jima
1gyvendinti vidinio prisitaikymo politikg paaiSkina politiniai ir instituciniai veiksniai,
kitaip tariant, Baltijos valstybiy patirtis rodo, jog net ir esant ypa¢ nepalankioms
ekonominéms aplinkybéms, galima iSsaugoti fiksuotg valiutos kursg ir pasiekti fiskalinj
tvarumg. Kita vertus, kartu buvo parodyta, kad Baltijos valstybiy patirtis yra stipriai
18skirtiné (,,deviantiné¢*) — jy vidinio prisitaikymo sé¢kme paaiSkina palyginti unikalus
pvairiy salygy derinys. Todél disertacijoje pateikta analizé nesitllo itin optimistiniy
iSvady, kadangi euro zonos periferijos Salyse néra daugelio salygy, kurios jgalino
fiskaling konsolidacija Baltijos valstybése: deSiniyjy partijy dominavimo, silpny
profesiniy sajungy bei kity interesy grupiy, kurios galéty ginti ,,jsitvirtinusias* socialiniy
i§laidy programas, id¢jinio fiskalinés konsolidacijos kaip vienintelio tinkamo
ekonominio prisitaikymo kelio dominavimo, menko visuomenés mobilizavimosi ir

,protesto kultiiros* silpnumo.

Galiausiai dar vienas aktualus klausimas susijes su tuo, ar per krize iSryskéje
Baltijos Saliy skirtumai paskatins tolesne jy trajektorijy divergencijg. IS tikryjy galima
izvelgti ,,gerojo rato” Estijoje (pasitikéjimas valdzia, jgalinantis geresn¢ politika, kuri
savo ruoztu kuria pasitik€¢jimg) ir ,,blogojo rato* Lietuvoje bei Latvijoje (vienas kitg
skatinantys pasitikejimo trilkumas ir prasti rezultatai) pozymiy. Kita vertus, optimistinis
scenarijus leisty tikétis, kad iSkile sunkumai ir Estijos santykiné sekme paskatins Latvija
ir Lietuva jg vytis ir imtis atitinkamy veiksmy. Bet kuriuo atveju, siekiant iSspresti tokias

1§ paziliros grieZtai ekonomines problemas kaip valdzios deficitas ir auganti valstybes
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skola, reikia spresti giliai politing 1§tk — pasitikéjimo valdzia deficita, prastus valdzios

ir visuomene¢s santykius.
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