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EXECUTIVE SUMMARY

After regaining independent statehood, the first 15 years of developments in the Estonian higher
education system have been characterized by strong deregulation angéastion. Although not all

the reforms undertaken have been implemented successfully, the scope of elieorges strongly
statecontrolled system towards democratic and market driven degisaiing in highly autonomous
institutions- is remarkable. Ishould be acknowledged that during these years of reforms, the changes
that occurred were often bottemp T institutional practice and regulations were translated into
national legislation only later, not the other way around. And although there hastlaen civic
engagement in planning educational change, a number of designed plans have failed or ended up with
a fino changed compromise.

Historically, education and especially higher education has been highly regarded in Estonia as it
implied a route t@ better life and higher social standing. The rapid expansion of the student body and
the number of new higher education providers have somewhat shaken the reputation of the system, but
the general perception has nevertheless remained rather favouralpeliticel terms, higher
education has received somewhat less attention in comparison with general and vocational education,
but access issues and topics such as PhD training, and science and technology fields, are the subjects
of government focus. Additial pressure for prioritising higher education and research and innovation
has come from the opening of the EU labour market. Gradually, the understanding of a greater role for
science and innovation in shaping the countryé future is becoming more widespread, although to the

great disappointment of higher education sector leaders this is not always demonstrated in funding
decisions.

Summing up the main developments during the last 15 years we would indicate the following.

Major policy developments inthree phases

19891995i Breaking free from the Soviet system and building up a new legal framework
o Instilling democratic principles and processes throughout the universities, removing the

courses of Marxisaieninism, History of the Communist Party of tis®viet Union and
military training from the content of study. As a resultyéar university studies were
restructured into % year leading to a specialist qualification. In parallele@& Masterés and
4-year doctorate were introduced, thus lengthetiiegnominal 9 years of researcher training
(diploma study of 5 years plus 4 years for a candidate degree) iritth §6ars (specialist
qualification- 4-5, Master's 2, doctorate 4 years). Although the initial idea was immediately
transferring to the Aglo-American model in the beginning of 90& it was not successful effort
due to the grave disagreements within academic circle.

o The legal framework for higher education, quality control and accreditation remained the
subject of debate without any firmasion being made in legislation up to 1995, due to scant
capacity for leading the process on a national level and conflicts of interest between different
stakeholders (Kalm, 2004). In 1995, the University Act was passed in the Parliament, granting
broad uiversity autonomy- free and democratic election of rector and deans, the right to
possess assets and buildings, to contract a loan, to determine the wage level of employees, to
decide upon the total number of students admitted and to specify the fets ébr services
offered. The University Act provided the basis for the adoption of the government decree
fiThe Standard of Higher Educationo (adopted in 1996), which is a fundamental regulation in
granting education licences and accreditation. The deotsmluced a student workload
based, accumulative credit point system. Similarly to Scandinavian countries, one credit point
corresponds to 40 hours of study performed by a student in a week.



o

The opportunities of a market economy, getérests, and thaspiration to provide alternative
tuition to conservative state institutions, were the reasons for the initial emergence of private
higher education institutions at the beginning of the 1990s. Although the Private Educational
Institutions Act created thkegal basis for their activities only in 1998, this was the period
when the more prominent private institutions started their activities and when they enjoyed
their highest reputation.

The integration with universities cfeparate research institutese\pously under the former
Academy of Sciences, and reforming the Academy into a honorary membership society. The
ideology and design of these changes were agreed quite early in 906, athough the actual
implementation fell to the end of the decade. Durihg preparation of the reform,
international research evaluations played a significant role as they provided feedback on the
actual quality level of research groups and analysed the proposed measures for increasing the
efficiency and quality of the systei®ne of the great advantages of Estonia in comparison to
many CEE countries has been building of state funding system for R&D on the open
competition principles from the very beginning.

1996:1999- Expansion of the higher education sector

o

Due to the lileral policies introducedegarding the opening of new study (for public
universities and private institutions alike), and allowing private institutions, the provision
expanded rapidly on average, the increase in admitted students per academic ye&@%uas 1

In absolute numbers, the increase was concentrated in the universityiséetanumber of
admitted students almost doubled, from 5465 (1996/97) to 10219 (1999/00). In relative terms,
the biggest increases in admission were in private universitié8«)3&8nd state VET schools
(286%). It can be said that these expansion decisions were seldom backed with systematically
lead and necessary investments into human and physical infrastructure.

Expansion did not occur only in the private sector but alsceiptiblicly funded domain by
introducing higher education in selected state vocational education schools in areas where
there was limited or no provision at all on a professional higher education level. At the same
time, the University of Tartu startedsisystematic regionalization activities by establishing
colleges in towns like Parnu (Western Estonia) and Narva (Northeast Estonia). Soon other
public universities followed this example. Expansion in the university sector (both public and
private) was lagely carried out based on private money, through charging tuition fees.

With the increased provision more need for quality control was perceived, and finally a
separate agencythe Accreditation Centre was established in 1996 for administrating the
system on behalf of the ministry. Initially, regulations were somewhat different for institutions
depending on their legal status. The biggest difference was that while state funded institutions
(public universities, state owned professional higher educat&titutions and VET schools)

had the right to award state recognized diplomas (as the quality of these programs was to some
extent ficontrolledd) without accreditation, the private institutions had to pass the accreditation
procedure. This was later chaagand now all (regardless of the legal status of the HEI) need

to pass external assessment for state recognition (amendment from 2003).

In 1998, the Professional Higher Education Institutions Act was passed in the Parliament
thereby completing the ledgdive basis and endorsing the binary structure of the sector.

Throughout the 1990s, filearning from the Westd was considered the way to success.
Academic and administrative staff with direct experience of HE or research in western
academiaand returneeBom the West, was among the most consistent advocates for further
reforms (Kalm, 2004). International cooperation was especially important in reforming
university management and curriculum development. From the early 90s, a number of foreign



scholars comibuted to the development initiatives, financed by countries such as Sweden,
Finland, Germany, Denmark, France, Turkey, Japan, USA, and many others. Estonian
participation since 1998 in the EU on education such as Socrates and Leonardo da Vinci has
had casiderable impact.

200020041 The next wave of reforms: higher education reform plan 2002
o By the end of the 90s there was quite a large consensus developed amongst various

stakeholders that developments in the sector were not entirely in accordancéhevith
expectations of the public at largehe sector had grown too quickly and not in the areas most
urgently needed for the national economy (very few new programs were connected with the
high-skilled industry). The system as a whole was too turbid laagerception was that there
was too much competition between institutions for students and too little for quality. An
additional layer for reform efforts came from the ingievernmental initiative for establishing
the European Higher Education Area. Agesult, the Cabinet approved the first higher
education reform plan in 2000, and the activities of the Ministry for the following years were
mostly guided by this document.

o Following the Bologna Declaration ideology, ttier were introduced (2002/03)rfepecialist
qualification. The changes were adopted through the University Act, and as such were
compulsory for all universities to follow. During the preparation of the changes regular
meetings of the viceectors from public universities were held witle purpose of agreeing
on the main principles of a new curriculum structure. There were intentions to design new in
such a way as to enable a change of specialization within the university as well as between
institutions. Other steps related to the fiBologna agendad were approving the legidation for the
Diploma Supplement (2003), introducing state funded mobility schemes for students and
young faculty members (2003), a decree on the correspondence of qualifications awarded
under different qualification syems (2004), and legalising the basis for recognition of foreign
qualifications (2005).

o0 A major change in funding principles was carried out (2002) when, instead of the state
funding the intake of students per programme (by distributing student samhsf)| a transfer
was made towards a more general apprdaabreeing on a national level on the number of
graduates in a broader study field. Through this change, an additional stimulus for creating
new study in institutions was removed.

o0 Throughout thes years, the equal access issue to higher education has not been high on the
political agenda since the expansion of the sector, based on private money, has permitted the
needs and interests of different groups to be accommodated. Due to the perceppien of
access, no serious public interest has been directed towards assessment of how well the
current system supports equal access in reality. An effort towards a -testats study
allowance system was made in 2003 while preparing the Study Allowancassd Loans
Act (2004) but due to the severe political disagreements in the parliament the idea was
abandoned. Provision of tuitidree study places for the best students, together with a state
guaranteed study loan system, is still considered to be tisé awoeptable instrument for
creating equal study opportunities.

o It is obvious that with such a rapid expansion of the system, the qualityitioh varies
considerably between, and even within, institutions. The reputation of the private sector was
even further damaged by the financial mismanagement of the-mmes¢igious private
university,Concordia,which ended in bankruptcy (court decision in 2006, but the takeover of
students by another private universitgudentes University in 2003), and théow quality of
instruction concluding the activities of several small private institutions. Reflecting these
experiences, the necessary amendments were made to the Private Higher Education



Institutions Act in 2003 with regard to requirements for finanamnagement and share
capital.

In 2004, a new commission was formed to formulate the Estonian higher education strategy
for 20062015, regarding financing and quality assurance in the light of the Lisbon strategy
and the national strategy for research dedelopment. After two years of wobly the special

task forcethe strategy was approved in fharliamenin November2006.

Main developments in figures

Student body

o

During the 15 years, the number of students has increased 2.7 firaes25 483 inl994/95
to 68 287 in 2005/06. The boost has taken place due to the expansion in the numbers of
students who pay for their studies directly via tuition fees, and the numgtatef
commissionedtudent places has increased 1.4 times during-2008. The gpwth has been
mostly concentrated in areas such as business, law, media, humanities and arts.

The gender gap between male and female students is gréowimdgl993 female students
represented 51% of the student body, in 2005 the share has increased to 62%

The average age of students has grown considerabl2005, the share of fistudents 26 and
overo was 34.1% whereasin 1995 it was only 15.3%.

The main language of tuition is Estonian, 10% of all students study in Russian and 1.5% in
English.

Provisim of higher education has concentrated in two main cities Tallinn and Tartu. In
2005/06, 10% of all students study in the regions (outside the two main cities), mostly
following professional higher education.

Institutions

o

There has also been a strongré@ase in the number of institutions providing higher education

I from 6 universities in 1990/91 to 39 institutions (among them universities, professional
higher education institutions and VET schools). The overall number of institutions is
decreasing dueotseveral mergers and closings, but also restructuring within public sector.
The highest number of institutions the country has had was in 2001/02 and 2002/03 when the
respective figure was 49.

Until quite recently, fAhigher educationo was understood in Estonia to be traditional academic
education. Rapid expansion and several structural reférnistroducing new types of
programd have scattered somewhat the notion of higher education for the public. In Estonia,
administrative documents term fiprofessional higher educationd is only assigned to the shorter
programs oriented directly towards the labour maikeinternationally referred to as
Fachhochschuleprograms- although, programs for lawyers, engineers or medical personnel
is as equally professionahining. By 2005/06, 34% of all students studied on the professional
higher education track.

Admission
o0 The general requirement for admission to higher education is secondary education, and

institutions have the right to set additional specific requiremaekdmission is administered
directly by the HElIs.

Of all the admitted students in the first cycle in 2005/06, 49.9% were graduates from
secondary (2004/05) and 4.6% from VET schools.



o Graduates from professional higher education in state institutienseadily accepted for
further studies on the Master's level in public universities. 7% out of whole intake for second
cycle in public universities were graduates of professional higher education background, in
2005/06.

Funding
o The funding from the puic sector to higher education as % of GDP has stayed in the same
level since 1995 with a slightly decreasing trend in relative terms. In 2004 the respective
number was 1.1%. The private sector accounts for about 1/3 of higher education expenditure.
Expendture per student was 28% of GDP, or 29 138 kroons (the figure is given without the
private sector share).

o State funding to higher education in recent years has been calculated in a manner to maintain
feefree study places for at least 50% of the gedds of secondary schools. Allocations to
institutions are made in block grants. Investments into infrastructure are decided separately,
based on government priorities and negotiations.

0 Since 2002/03, the preferred areas for state funding have bemces@nd technology,
services and health/welfare, in order to balance out the expansion in social sciences and arts
and humanities (these are fields mostly populated by students paying themselves for their
studies). In 2005/06, the government allocatiorth science and technology fields in the
first cycle was 40%. But, generally, there is a feeling that student demand determines the
supply for institutions.

o Of the 19 private higher education institutions (universities, professional higher education
institutions, VET schools), six had performanedated contracts with the Ministry of
Education and Research in 2005/06.

Research and Development
0 Quite a low level of R&D investment is characteristic to Estdnia 2004 only 0.91% of
GDP was allocated to ithpurpose. The investments by business to R&D formed 38% of all
expenses, although this share has increased rapidly during last years. In absolute terms the
volume has increased 3.5 times betwgesrs19992004.

o Public universities are the main benedioes of state research funding. Gradually they have
increased the share of outside financing, from international and local business sources, for
R&D activities. Research revenues of the biggest University of Tartu budget constitute
approximately 40%, of tich 20% are international projects and grants, in 2005. R&D budget
of the second largest research univerkifyallinn University of Technology comprises 24%
from the private sector contracts and 16% from international projects.

Quality Assurance
o Inthe 2005/06 academic year, 16% of all studertee enrolled in the prograntisat hal not
beenpassedheaccreditatiorprocedures

0 The first round of accreditation (192®02) showed that only 15 (3%), out of the 500
assessed, were not accredited, wh® (25%) were accredited conditionally. All other was
granted full accreditation for 7 years.

Labour market
o Higher education has provided people with a sense of security during an era of major
economic restructuring. The unemployment rate among pedfetsvtiary education has
been constantly the lowest. In 2005 the unemployment rate was 3.8%.



o

The transition of young graduates to the labour market has been relatively easy. In general,
there are no strong links between the field of graduation andértee of work, with two
notable exception$ 54% of graduates in the teacher training field take up a work in the
studied profession, and the number is even higher for medical personnel and social iservices
57%.

The participation rate of adults in theeagroup 254 in lifelong learning is rather low, in
2005 the corresponding figure was 5.9%.

Regional dimension

o

o

There are many organizational units (17) and 5 separate institutions outside Tallinn and Tartu
offering study opportunities on the higher edgtiign level. Among them are a few that have
established a solid basis for sustainable development, but the majority lack critical mass, and
need in the coming years to go through mergers or to conclude provision in its current form
since student numberslinbe decreasing.

An important development has been the opening of regional study centreleéoniag. In
2005, there were 10 study centres situated either in regional colleges of public universities or
in public libraries. The network covers the wégbuntry in a fairly representative way.

Internationalization

o

The brain drain is a real issue for Estonia as very few research institutions can offer
internationally competitive research environment. Due to the issue of limited funding over the
years, iffrastructure investments enforcing international cooperation on equal footing have
been possible only in a few cases. Hence, in many institutions or subunits academic culture
could be described as inward looking. It is not rare to notice that there nslenty for a
pressure to increase fragmentation and some resistance to international dimension fiat homeo.

The share of foreign students is rather low the 2004/05 academic year it was 1.3% of the
whole student population. The biggest number comea® frinland. There are initiatives,
amongst both private and public universities, to attract more students from South East Asia.

Participation in the EU Erasmus programme has expanded rapidly, almost twice for outgoing
students and four times for incomistudents, between 1999/00 and 2004/05. The numbers
have also increased rapidly for the exchange of academic staff.

Ongoing Discussions

There are debates raised regarding many higher education issues. For the last years the more
substantial topics raiseéwe been

o

Discussion over the role of higher education in sodietfether it is mostly preparation for a
professional life or whether it entails broader values that are needed in life;

Discussion over the range of Estontanght programs in the contexf maintaining and
developing Estonian as a language of science;

Discussion over the introduction of partial tuition fees for all students;

Discussion over the social benefits system for students: conditions for allocating grants,
combining study andrork;

Discussion over the introduction of Bologoampatible twetier, and the value of new
Bachelor qualifications for the labour market;

1C



0 Antagonism between the universities from Tallinn and Tartu regarding many issues. The
debate intensified due to tecision by the parliament in 2005 to rename Tallinn Pedagogical
University as Tallinn University (TLU);

o Limiting the possibility for students to change their chosen study field while studying in a
governmentommissioned study place (amendment to theite2003).

Future Policy Developments

On November8, 2006 theEstonian Parliamerdapproved a new higher education strategy document
for 20062015. The strategipresees three main challenges for the sector in coming years:

o0 To be prepared for a decredaethe student population. Due to the downward demographic
trend, the number of potential students starting their studies in higher education will diminish
by almost 60% between 2004 and 2016. Consequently, this decrease will have a very negative
impact onthe labour market over the years;

0 There is a cleaneed tostrengthen the international dimension of kEh many respects,
including by recruiting academic staff internationally and attracting students from abroad;

o Additional funding is of vital impdance for the sustainability of the sector in a globalized
world, either for infrastructure investment or competitive salary levels of academic personnel.

Measures foreseen in the new strategy paper include:

o Clarification of the profiles of higher edu@a institutions by bringing the decision regarding
study fields and qualification levels to the Government. Based on the strategy document, all
institutions need to undertake the procedure during the next three years to confirm their
licences for a certaiprofile;

o Focus on quality issues by introducing more quadfigcific criteria for opening , adopting the
requirements for academic positions and degrees. Changes will be adopted based on the
university quality agreement, which is a set of criteriapseid by the academic community.

The right of provision of higher education is reserved only for HEIs, not for other institutions
(such as VET schools).

0 As aresult of the government decision regarding the profiles of HEIs, the state system for the
recoqnition of diplomas will be changed. At the moment, recognition of diplomas is
dependent on the accreditation results, but this is a very complicated system to run, and there
is a high rigidity in the system that inhibits establishing new programs and ngorki
internationally.

o There will be many actions connected with thecalbed Bologna agenda introducing
learning outcomes, joint degrees, supporting mobility schemes, LLL and APEL. In order to
tackle the complexity of all issues there is a special egfimtdocument dealing with the
internationalisation agenda. Concrete targets regarding the flow of mobility will be set;

o0 There will be a new scheme developed for steering the process with the objective of a transfer
to 3year contracts. Special criterwill be agreed for assessing HEI performanSeate
funding for 50% of high school graduates and 10% of VET graduates for HE studies is to be
continued;

0 More attention should be paid and funds allocated on the level of the basic school to the
career sefices system and hobby education, in order to better inform young people about
prospects in different professions. In Estonia, this has been historically a weakly coordinated
area, and as a result there has been a tendency that graduates of upper sstwualantgnd

11



to continue their studies on the higher education level in "softer areas", not in science and
technology related fields.
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CHAPTER 1. THE NATIO NAL CONTEXT OF TERTI ARY
EDUCATION

1.1. Economic, social and cultural background

1. Estonia has @opulation of 1.35 million people (2004), and a territory of 45 227 square km
with a population density of 30 people per km?. Estonia is a greenftaedtscover 50.5% of the
country (22 846 square km)argest ethnic groups akestonians (68%), Russiarf26%), Ukrainians

(2%), Belarussians (1%) and Finns (1%). The country is divided into 15 counties. The proportion of
theurban populatioin 2004 was 69.3%.

2. Freedoms of conscience, religion and thought are valid in Estonia, no state churclBekists.
since the Reformation movement in the 16th century, the Lutheran church has played the leading role
in Estonia. Other larger active confessions are: Russian Orthodox, Greek Orthodox, Baptist, Methodist
and Roman Catholic.

3. Estonia restored its sovereigntyom the Soviet Union in August 1991. The statehood is
considered to be successor of the Republic of Estonia of 1®A® Freedom waggainedby way of

the ASinging Revolutiono at the end of the 1980s, which was marked by numerous peaceful public
demongations Estonia became BHATO member staton 29 March 2004 and Buropean Union
member staten 1 May 2004. Public support for the EU has been increasing after enlargement, and in
2005 it remained close to 70%. Due to the Soviet legacy, the relationstwgen Estonia and its
biggest neighbour Russia has remained tense.

4, The official language in Estonia Bstonian which belongs to the FinFdgric language

family and is closely related to Finnish. Along with Finnish, English, Russian and Germasare al
widely spoken and understood. The major minority language is Russian with its speakers making up
about 30% of the population. Russiamguage education is provided in public and also in private
schools at all levels: in prgchool, basic and secondashools, as well as in vocational schools and
higher education institutions. About 24% of all Estonian school children attend Rlzsgjaage

basic and secondary schools. 10% of higher education students study in Russian. Sinc&988snid

the governmenhas gradually developed a policy framework to improve language teaching for all
relevant population groups.

5. The parliament is calleRiigikoguand is elected by proportional representation. It has 101
members and is elected for a period of four yedfrge current coalition government has been in office
since April 2005 and is led by Prime Minister Andrus Ansip (Estonian Reform Party), with the other
members of the coalition being tBstonian Centre Pargnd the People's Union. Participation in the
parliamentary elections has been gradually decreasing, with a 58% turnout in 2003. The average
duration of the coalition governments since the beginning of the 1990s has been approximately 2
years.

6. Estonia has in a short time caught up with advanced gesritr terms of information and
communication technology (ICT) infrastructure and in the use of ICT in society. Attitudes favouring
ICT, innovative thinking and progressive ICT entrepreneurship, have developed a strong technological
infrastructure in Estda. Surveys show that 54% of7 year old Estonians are using the Internet,
which means that the community using the Internet is now 648 000 p&bple. are over 700 Public
Internet Access Points in Estonia, 51 per 100 000 people (one of the higipestipns in Europe).

All Estonian schools are connected to the Inteff@per cent of Estonian Internet users conduct their
everyday banking via the Internet. Internet banking has become a common channel through which
people perform transfers, pay fomgees, pay taxes, communicate with the Taxation Board, etc. The
high level of Internet use in Estonia is largely correlated to the early adoption of the Internet in the
research and higher education sector and the existence of a developed telecommainiiatmrk.
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1.2. General macroeconomic development

7. GDP growth of 9.8 per cent in 2005 places Estonia among the fastest growing economies in
the region. The economy has grown by an average of close to 6 per cent a year sindéne 995.
average economic gnah for the EU25 during the same period has been 2.3%, the Estonian GDP per
capita, taking into account purchasing power parity, has increased from an inithirdre onehalf

of the EU average. If the present development continues, by 2010 we waillabeut 6263% of the

EU averageThe fastest economic growth is in the fields of manufacturing industry, construction,
hotels and restaurants, and financial intermediation.

8. Successive governments have adhered to the principles of Estonia's econaress:sac
balanced state budget, a stable convertible currency pegged to theoBereufo corresponding
15.6466 Estonian kroondiefore 1 January 1999 to the Deutsche Mark) and liberal trade and
investment lawsThe Estonian monetary system is based oreogy board regulation.

0. Estonia's longserving system of low, flat rate taxes, in particular, the 23 per cent income tax,
makes for a simple system. To encourage companies to expand their business all reinvested profits
have been exempted of corporateoime tax. However, any redistributed profits, for example, profits

paid for dividends, are taxed at 23%. The system of VAT is set at 18 per cent. Employers pay a social
and health insurance tax, which is 33 per cent of the gross wage.

10.  Around 80 per cent dEstoniads total trade was with EU member countries in 2004. Estoniats
main trade partners are Finland, Sweden and Germany. Estoniads major exports are machinery and
equipment, wood and wood products, textiles, agricultural and food products. Estoniads main imports
are machinery and appliances, transport equipment, metals and agricultural and food products.

11. In 2005, the government surplus comprised approximately 1.8% of the GDP. Total
government expenditure as a percentage of GDP was 37.4% in 2005. Thm&opsce index for
2005 was 4.1 (2004 3.1).

12. The purchasing power of consumers has improved over the years, owing to the increase in
average salaries and pensions. This, in turn, has stimulated the growth of private consumption,
whereas at the same tirtéhas had a negative impact on the external balance through import growth.
The contribution of net export to economic growth has been negative for a number of years. The
current account deficit is 10.5% as a ratio of GDP (12.7% in 2004).

13. One of the biggat concerns in the rapid economic development has been the volume of
consumer credit that is growing rapidly, especially in regards to mortgage loans. Household
indebtedness, which comprised 57% of the real disposable income at the end of March 20@8, has s
up by more than 15 percentage points within the past year. The debt level continues to be low in
comparison to the more advanced economies of Europe (at the end of 2005 the ratio of debt to real
disposable income amounted to an estimated 225% in Den&&0% in UK, 130% in Sweden and

89.5% in Finland). As for indebtedness growth, however, Estonia is in the forefront of European
countries. The stock of housing loans has increased 65% within the last year, thereby raising the share
of households with aohgterm loan commitment to 17.5%. A substantial role in the housing loan
market activity has been played by low interest rates.

14. Expenditure on education from the public sector budget has been under continuous attention in
most of the coalition governmeagreements that constitute the bases of coalition government and
public budget allocation. Financing in absolute figures has been increasing. As a proportion of GDP,
the financing has increased in the past 5 years from 5.6 % of GDP to 5.8 % in 2008aasitfto be

6.3% in 2004. The share in GDP of expenditure on higher education from the public budget in 2004
was 11 % (in comparison, the average for OECD countries in 2001 was 1.3%).
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Figure 1.1. Total public expenditure on education in billions of Benian kroons and as % of
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1.3. Broad population trends

15. The Estonian population has constantly declined, starting at the beginning of the 1990s. If in
the beginning the primary reason was matpn, then during the last few years the age structure of the
population has started to change. The regaining of independence can be considered as the starting
point for the ageing trend of the population through the constant increase in the numiose @5h

years old or older. After the years of the fiSinging Revolutiond, the birth rate has dropped below the
population renewal rate (in 2005 316 deaths and 14 350 birtite}al fertility rate being on the level

of 1.5. The decrease in the number ofldtkn and an increase in life expectancy have inevitably
raised the number of older people in the population. If the percentage of those over 65 was 11.5% in
1990, then today they form 16.2%, and by 2050 it will increase to 27% of the population.

Table 11. Resident population as of January 1, 1989 to 2006

Year Resident population at
the beginning of year

1989 1565.7

1991 1570.5

1999 1379.2

2000 1372.1

2001 1366.9

2002 1361.2

2003 1 356.0

2004 1351.0

2005 13475

2006* 1344.0

*Estimate

Saurce; Statistical Office of Estonia

16. According to current forecasts (from the European Commission and the Ministry of Finance of
Estonia), the Estonian population will decrease approximatél48P% within 50years. The forecast
assumes that the birth ratdl increase compared to the current level, but will not increase sufficiently
to guarantee the 2.1 children per woman necessary to maintain the population.
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17. As a result of the low birth rate and an increase in the average life expectancy, the ratio of
working people and pensioners will worsen (the dependency ratio of the pension system). In 1992,
there were 2 working people per pensioner in Estonia. Currently the dependency ratio has dropped to
1.8. According to the forecasts, in 2050 there will be on®7 Wvorking people per pensioner. These
developments put great pressure on the social security system, and therefore, it is necessary to
implement measures to guarantee the sustainability of the pension and health insurance system.

Figure 1.2. Number of 1618 years olds, 2002016
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1.4. Main labour market trends

18. Changes in employment broadly paralleled the changes since the restoration of
independence. Total employment fell byoab200000 between 1989 and 1997, with the greatest part

of the fall coming in the period up to 1993. Virtually every industrial sector experienced a decline,
with the largest absolute reduction coming in agriculture where the 1997 employment of abodt 53
was barely onghird of the 1989 figure. Manufacturing fell from about 215 000 to about 144 000.
Other sectors to show large relative reductions were mining and fishing. There were some growing
sectors, though still relatively small in absolute terfrtsese tended to be where new activities were
required by the market economy such as trade, and the financial sector.

19. By 2004, the employment rate had reached 64.4 %, i.e. 586.3 thousands peoplei 6d4ed 15
were employed. This has been a significant progogss the last 5 years. The unemployment trend
has also been favouralilen 2005 the unemployment rate decreased to 7.9 %, achieving the lowest
level in the last seven years. Estonia has already reached two ALisbon goalso in regard to the labour
marketi in 2004 the employment rate for women was 60% and for older people 52.4%.

20. A serious problem is structural unemployment. The {@mmg unemployed constitute 53% of

all the unemployed (or 4.2% of the workforce) (Ministry of Social Affairs, 2006). In Z0®%, of all
unemployed were neBstonians who faced difficulties in their job search due to their limited Estonian
proficiency. Unemployment among men is slightly higher than among women (8.8% vs. 7.1% in
2005). The average educational level of the unenaglois significantly lower than that of the
employed. The unemployment rate among people with tertiary qualifications is significantlyilower
among the 24 year olds, the share of unemployment was 4.8%, with the corresponding number for
EU-25 being 4.29%42002 data). The age group that has had the biggest problems among people with
higher education qualifications is the-B& group, with their share of the unemployment fluctuating
around 58.5% between 1992004 (Statistical Office, 2006). A significantogr was witnessed in the
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unemployment rate among the-2% year oldg from 21% to 15.9% in 2005, in comparison to the
previous year, but is still problematically high.

21. Participation in lifelong learning is also relatively low according to the data frothe 2004

EU Labour Force Survey, only 6.7% of the population ageid25articipated in some type of
training in the previous four weeks. The corresponding figure for the European Union countries is
9.9%, on average. The priority of the Ministry of Sod#fiairs is to strengthen active labour market
measures based on the needs of different risk groups and to increase the flexibility of labour market
services, in order to bring risk groups into employment (e.g. introducing case management principles,
working training, tailormade services for disabled people, etc).

22. Labour productivity in Estonia in 2004 constituted 50.6% of the EU average. Productivity
growth rate per employee has been decreasing2005 it was 7.5%. In recent years, the growth of

real wagyes has surpassed the growth of productivity. The main reasons for the low productivity are
considered to be limited investments in infrastructure due to restricted financial resources, deficiencies
in management practices and logistics, scarcity of nesasidand the insufficient skill level of
employees. In this regard, EU structural funds will play a major role in helping to facilitate a transfer
to a technologyntensive economy in the coming years.
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CHAPTER 2. OVERALL D ESCRIPTION OF THE TE RTIARY
EDUCATION SYSTEM

2.1. Introduction

18. The Estonian higher education system can be described as relatively heterogeneous. The
reason for this is based on the concept of limited state administration of economic -affedrs
dominant paradigm after the regaining mdépendence in 1991. In broad terms, state intervention was
minimised as much as possible as a reaction against the strong state involvement during the Soviet
period. As a result, the major developments during the last 15 years in higher educationghat hav
designed the face of Estonian higher education today are often the result of decisions made at
institutional level and limited ministerial interference. It is hard to assess in retrospect whether the
abandonment of expedient decisions on the ministienwal regarding the opening of new study was
altogether well analysed. However, as a result of this decision there has been enormous growth in the
provision of secalled soft areas (social sciences, humanities) that enrol 51% of all students (2005/06).
The growth has been mainly due to the possibility of introducing tuition fa@2005/06 54% of all
students paid for their studies themselves. The growth in absolute numbers has concentrated in the
autonomous public universities that have enjoyed modtigteinterest on behalf of learners. The face

of the private sector institutions is less homogeneous, since here the situation of {hereedled

and accomplished institutions is aggravated by the high number of private institutions that are
relatively recently established and under the critical mass. To the dissatisfaction of employers, the
specialities of technology and science are not very popular among young people. Even further, it can
be said that professional higher education, in general, idestdll attractive to student candidates in
comparison to university studies. One of the reasons for this can be the relatively recent emergence of
the professional higher education sector. It can be said that in comparison to universitiassapélEl

just esablishing their reputation for the potential students.

19. There are three types of educational institutions that provide of higher education: universities,
professional higher education institutions and vocational education schools.

0 Universities (likool) 7 institution of research, development, study and culture with at all
higher education levels in several fields of study;

0 Professional Higher Education Institutiomakenduskdrgkodli educational institutions with
of professional higher educationdMagisterstudy. The institution may offer secondary vocational .

0 Vocational Education School&utsedppeasuty$ institutions of secondary vocational. Until
2006, the limitation has been that institutions may offer the professional higher eductten db
not provide VET based on basic education.

There are three different legal forms for HElpublic, state and private. More information regarding
the specific differences in legal rights and responsibilities is provided in Chapter 8. Pritiatédns

can be owned byublic limited company or private limited company entered in the commercial
register or by a foundation or ngmofit association entered into the mprofit associations and
foundations register.

20. In the academic year 2005/@tere are 39 institutions that provide HE. Although the number

of institutions seems high for a country the size of Estonia, this number has already been reduced due
to the increase of quality and financial requirements in the legislation. The highestrrnuinthEls

that the country has had was 49 for the 2001/02 and 2002/03 academic years. The governance of HEIs
is under the auspices of the Ministry of Education and Research with three exceftien&stonian
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National Defence College (Ministry of Defencand the Public Service AcademgMinistry of
Interior Affairs). The Baltic Defence College (situating in Tartu) is operating under the agreement of
three Baltic Ministers of Defence and is not part of the formal higher education system.

Table 2.1. Numker of institutions and students in 2005/0%

No. of institutions | No. of students
Public universities 6 42 867
Private universities 5 6467
State professional higher education institutions 8 7142
Private professional higher education institutio 13 7452
State VET schools providing HE 6 4058
Private VET schools providing HE 1 301
Total 39 68 287

Source; MOER, Estonian Educational Information System, 8.11.2005
Subunits of institutions in regions are not considered separately.

21. Within the context ofSCED one needs to acknowledge the existence of qualifications of both
fitertiaryd and fihigherod education. Although intake to old Soviet type polytechnic - ISCED 4 leading to

a tertiary qualification was terminated in 1999/2000, people with these quatifins constitute an
important part of the workforce (10.2%). The current system consists only of fhigher educationd
(ISCED 5 and 6).

22. Most of the changes in the last five years are connected with the developments of the
European Higher Education Areaftram in the structure of study, establishment of mobility schemes

for students and academic staff, introducing the principles for APEL), since Estonia was among the
countries that signed the Bologna Declaration in 1999. Differently from many other ceutiige
Bologna process was seen as a continuation of the earlier reform developments, as an opportunity to
increase competitiveness internationally (especially regarding the comparable degree structure) and
broadening students' choices in terms of natiandlinternational mobility. Another major change has

been a transfer to the performance based funding model (commissioning the graduates in certain broad
study groups instead of financing the intake on a programme basis). More specific information in this
regard will be presented in Chapter 7.

23. In order to implementhanges in connection to the fiBolognad, a reform plan was approved by

the Government on June 200the first of its type. This is especially important to note because earlier
policy changes werprepared by task forces that focused maostly on legislation and did not tackle the
overall policy context in a comprehensive manner. This was an initial step in this direction. The new
development plan of higher education for 2@0A.5 has been in prep&om for two years now and

was approved by the Government in June 2006.

2.2. Brief overview of the Estonian education systein

25. The Education Act determines basic educatipbhiharidug as the minimum level of
compulsory general education prescribedtlhy national standard of education. According to the

! The name in English is somewhat misleadinipis institution offers mostly professional higher education
programs for specialities in therea of state internal security (police, prisons, border guard, rescue,
etc).

2 This list does not count regional colleges separately, but as structural units under-the HEI

% The formal structure of the Estonian education system is shown in thardi&jr in appendix.
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Education Act, children who are of the age of compulsory school attendance are subject to the
obligation to attend school. This requirement applies to children who attain 7 years of age by 1
October of he current year. Pupils are subject to the obligation to attend school until they acquire
basic education or attain 17 years of age.

26. Basic education can be obtained on the basis of three different national curricula: national
curricula of basic and uppesecondary schools; supplementary learmungiculum (pupils with a

slight learning disability; 1.4% of basic school pupils study orb#sss of this curriculum;) national
curriculum for students with a moderate to severe learning disability (0.4% iof dedol pupils

study on the basis of this curriculum). Each school prepares its curriculum on the basis of the national
curriculum. The share of pupils in special schools was 2.9% in 2004/05, and the share of pupils with
special needs integrated in mameam school§ 12.1%. There has been a clear trend in improving
integration over the last five years.

27. After satisfactory completion of basic education, pupils in grade 9 are accorded the Basic
School Leaving Certificatepfhikooli 16putunnistus and areentitled to continue their education in

upper secondary schoolgyifnnaasium or vocational education institutionkugsedppeasutiis
Although an increase in the share of VET students has been on the political agenda for years as a
policy goal there are nsignificant changes in public perception and, hence, in the growth of VET
popularity among youth. In 2004/05 the share of basic school graduates that continued their studies on
the VET track was 29%, and this humber has not changed over the yearsatadbenic year of
2005/06, admission to state funded places in VET decreased ca 10% in comparison to the previous
year. The majority of this decrease can be subscribed to the places of vocational secondary education
on the basis of general secondary edanat

28. Admission to upper secondary schools (gimnaasium) is based on basic school (pdhikool)
graduation results. In Estonia, parents have the right to choose a school for their children, and the
choice is not necessarily dependent on the familyé place of residence. Schools that are obliged to
offer services to an entire town or to the whole country establish additional criteria for admission in
order to ensure that the limited number of study places are filled by pupils with the best qualifications
to fulfil the requirements of the curriculum. In most cases, supplementary tests are taken in basic
subjects or in the subjects of the chosen field, which are followed by interviews with all the pupils.
Pupils who have been successful in regional or nationatcutpntests are preferred.

29. The vocational education system is currently undergoing extensive reforms. In addition to the
one qualification level offered so far, new qualification levels are introduced. The provision of
gualifications is organised in thiellowing form:

o VET on the basis of basic education with a minimum length of 3 years (existing),
corresponding to ISCED 3B;

o VET on the basis of general secondary education with a length of at least one year (existing),
corresponding ISCED 4B;

o VET programdor people who do not have basic education and who have exceeded the age of
compulsory school attendance (opening in 2006/07);

o VET programs based on basic education without acquiring upper secondary education
(opening in 2006/07);

o Shortcycle tertiary cotses for 2 years with the possibility to transfer to the 3rd year of
professional higher education (possibilities in legislation for such already exist, but very few
institutions offer them. Also, there is no separate name for these qualifications, yet).

These changes are expected to decrease the number of dropouts in VET schools. Another important
policy goal is to ease the transfer from VET to HE by providing one year extra in ofteptoe for

state examinations. This is a development expected ¢oplake especially in fields like technology.

Other major changes implemented in the VET system include merging small VET institutions into
bigger consortia (shrinking the number from 86 in 1998 to 68 in 2004, and a decreasedwstgate
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schools from 70to 47) and enlarging the responsibilities of employers on the school councils.
Considerable work is being carried out on increasing VET attractiveness through quality
improvement, taking full advantage of the recewniened EU structural funds.

30. Access o higher education is open to all who have fulfilled the requirements of secondary
education.

The following are the grounds for admission, according to the Universities Act and the Institutions of
Professional Higher Education Act:
I Gumnaasiumi Idputunsius(Secondary School Leaving Certificat&2yrs of study) and State
Examination Certificate or
1 Lo&putunnistus keskhariduse/ pdhihariduse baasil kutsekeskhariduse omandamise kohta
(Secondary Vocational School Leaving Certificate) and State Examinatitficate or
9 corresponding foreign qualification.

The autonomy of an HEI permits it to decide precise admission requirements, in addition to the results
of secondary education studies. Merit determines final acceptance by an HEI Institutions may select
students based on examinations/tests/interviews, the average mark on the leaving certificate or a group
of marks for certain subject(s).

2.3. Purposes and goals of the tertiary education system

31. Higher education purposes or goals are not explicitlyrgiveany legislative acts. However,
the draft document for the national higher education strategy listed the role and goals of higher
education as following:

30.1. The social and economic development of modern society is greatly determined by its
innovative capability and its ability to cope with the risks of a globalising world. Central to such a
society are free and educated individuals, with the organisation of society and the economy being
knowledgebased and proceeding from the principles of humarigignd social justice.

30.2. A precondition for building a knowled@pased society is a fair and effective educational
system, of which a vital and advancing component is higher education. Higher education is
developing into a universal educational leviel which most of the population aspire through
either traditional forms or through the ewvecreasing and various forms of lifelong learning.

There is increasing overlap between the higher education system and the systems of research and
development anihnovation. .

30.3. The quality of education is a central factor of competition between countries and
organisations. For this reason, seeking for the sensible division of labour internationally is
unavoidable, especially for small nations. It is in B interest to offer, in the European higher
education space, competitive higher education in all spheres of activity that exist here, and to
aspire to an international top level in our main fields of activities.

30.4. Higher education is a motor fwcietal development, and an innovative educational system

is a precondition for the renewal of society. Fair access to quality higher education, according to
one's abilities, is a right that must be guaranteed by the public sector. At the same tiraebé mu
kept in mind that higher education is both a public and private benefit.

30.5. The organisation of higher education is becoming increasingly stetdgrgd- the

expectations, needs and preferences of students have become factors that sybattettigthe
higher education system.
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32. Based on the Universities Act, the mission of a university is to advance science and academic
practices, to create and develop opportunities based on integrated education and research for the
acquisition of contempary higher education, to organise continuing education and to provide
education and research services to society. Based on the Institutions of Professional Higher Education
Act, the mission is the provision of education programmes, conductisgriice taining, applied
research and developing the quality of studies. The function of VET schools defined in law is to
provide opportunities for students to acquire the knowledge, skills and moral values necessary for life
and work. Schools should consider theeds of the society and the labour market in organising
vocational, professional and occupational training, and continuing vocational training. Based on the
law, there are no differences in the mission specified for VET schools between those that provide
higher education and those that do not.

33. Based on th&€oncept of Vocational Education afdaining, approved by the government in

1998, higher education programmes were introduced in 8-atated VET schools. The policy
decision was argued to be basedrupiee need to keep up with rapid changes in the labour market, and
reflected to some extent the rigidity of university policy at that time, broadening regional access to
higher education and the limited scope of the specialization of professional higiati@al
institutions. Over the years, this step has been extensively debated, and the political consensus seems
to have emerged that the provision of HE programmes has to be clearly the right of HEIs. Two health
care training schools that had previouslg giatus of VET schoolsTartu Tervishoiu Kérgkoohand

Tallinna Tervishoiu Korgkooli underwent institutional accreditation in 2004. The results of
accreditation were positive for both schools to varying degrees, and their legal status was changed in
2005by a government decision to that of professional higher education institutions. There are some
other state VET schools that are in the process of changing their status.

34. Over the years, integration of the HE system has improved but tensions certastly ex
between different parts of the sector. The most sensitive part of the discussions concerns the right of
VET schools to provide HE programmes (under the new HE development plan this possibility has
been made an exception rather than a rule, as alrefatyed to in the previous point), and the right of
professional higher education institutions to provide MasterGs level courses (this is made available in

the law but to be decided each time separately by the Government, based on certain criterfa). In bot
these examples, broadening the provision of HE has been seen by the institutions as a marketing tool
for attracting new students. So far, the MOER has mostly maintained a conservative position in regards
to Masterés programmes in PHEIs, as the proposals to introduce new have been focusing on the
fisofterd areas where there is already a clear oversupply in the market.

2.4. Central policy actors

35. The responsibilities of the Parliament regarding higher education policy (in addition to the
adoption of laws)riclude:
V Determination of principles of forming, operating and developing of the education system;
V Introduction of tuition fees in public education institutions and in public universities;
V Regulating the establishment, merger, partition or closure of publiersities on the
basis of decisions made by tRégikogu(Parliament),

36. Responsibilities of the Government include:
V  Approval of the standard of higher education;-
V Regulating establishment, merger, partition or closure of professional higher education
institutions;
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Figure 2.1. The main actors and their roles in the development of higher education policy

in Estonia.
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V Approval of the rate of tuition fees, maximum amount of student loans, loan interest and

penalties for delayed payback of loaakso approval of the procedures for delivering and

repayment of the student loand establishing advantages in loan delivery;-

Establishing competence framework requirements for teacher training

Determination of the basis of scholarships for studenssaite and municipal educational

institutions (kutsedppeasutus) and for students studying under themtatgssioned

education, including Master's and doctorate level students;

V Approval of the composition and work regulation of the Higher Education Qualit
Assessment Council;

V  Approval of the composition dfuratooriumsfor public universities.

<<

37. Eesti Teadusja ArendusndukoguEstonian Research and Development Council), is a
consultative body in the Government chaired by the Prime Minister. The Cadigkeson the
strategic issueis the field ofresearch and development thereby directing the systedeststopment

of the national research and development and innovation system. The work of the R&D Council is
supported by théwvo permanent committeelsat focus on research policy and innovation policy. The
committees are chaired by the Minister of Education and Research aktihister of Economic
Affairs and Communications, respectively, and submit annual reports on the results of the work of the
commiteesas well as their agendas for the upcoming period to the R&D Council. Responsibility for
the facilitation of the everyday work of the committees lies with the policy advisers of the respective
ministries. Ad hoc committees can be established to el@bonaspecific tasks.

38. Responsibilities of the Ministry of Education and Research are:
V Negotiating the state commission, for the number of graduates, with universities,
professional higher education institutions and VET schools;
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39.
MoER.

40.

Distributing budgeted fund® the professional higher education institutions;
Approving the development plans of professional higher education institutions;
Carrying out the State supervisory activities;

Keeping the registry of recognised final documents issued by universitigsaiadsional
higher education institutions;

<<<L<<

Public universitieslikool) are autonomous under the administrative jurisdiction of the
The autonomy ensures universities the right to independently determine

Academic and organisational structure,

Content of the teaching and research work,

Organisation of teaching,

Course curricula,

Conditions for admission and graduation, the organisation of research work, and
Employment terms for teaching staff and researchers and the selection of candidates.

< <K<K

The MoER is assisted in its role by a number of management and consultative bodies

with an administrative function:

\Y,

Kdrghariduse Hindamise N&ukodtigher Education Quality Assessment Council), a body
that is comprised of twelve members and is formed, &nthémbership is approved, for three
years by the Government of the Republic on the proposal of the Minister of Education and
ResearchThe main activities of the HEQAC include the accreditation of universities and
other educational institutions that prdei higher education, accreditation of their study,
disclosure of accreditation decisions, elaboration of standards of higher education, which meet
international requirements, and issuing recommendations on the basis of accreditation
decisions. Based on themendment to the Universities Act in 2003, the HEQAC in
cooperation with the MoER can verify the compliance of a HEI or its curricula with the
information submitted upon accreditation. If it becomes evident that there are significant
deficiencies or viol&ons of law in the activities of a HEI or in its curricula, the Minister of
Education and Research may, inameration with the Higher Education Quality Assessment
Council, revoke the accreditation decision as of the academic year following verifidation.
practice, this opportunity has never been used.

Eesti Teaduskompetentsi Noukofgobe Research Competency Council) is formed and its
membership is approved for up to three years by the Government of the Republic on the
proposal of the Minister of Edation and Researchlts main function is to make
recommendations to the Minister of Education and Research about the targeted funding of
research topics of R&D institutions, assess the effectiveness of the targeted financing of
research at research and eélepment institutions, and the conformity of the research results
with international standards, and to make proposals for the approval of the results of
evaluation of research and development.

Eesti Teadusfon(Estonian Science Foundation), is an expesearckHunding organisation.

Its main goal is to support the most promising research initiatives in all fields of basic and
applied research. The EstSF uses state budget appropriations to awaevipaerd research
grants to individuals and researchgwse on a competitive basis.

The Archimedes Foundatios a foundation established by the MoER for organising and
managing the activities of different aid and cooperation of the European Union. In addition,
Archimedes plays an important role for HE andceegsh activities on a national level. Units
within the Foundation include:

0 The Higher Education Quality Assessment Centre is responsible for administering
institutional and study programme accreditation;
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41.

0o The Estonian ENIC/NARICGs functions are the evaluaion of foreign higher education
qualifications, and qualifications giving access to higher education, for the purpose of
recognition of the qualifications;ollecting and providing information on higher
education systems, higher education institutiongjystand credentials in Estonia and
abroad, and npviding foreign students with information about the study possibilities
in Estonian higher education institutions;

0 The Mobility Centre runs the scholarship programmes for students and academic staff
on belalf of the MOER and facilitates discussion in regards to the internationalisation
strategy for the Estonian HEIs.

0 EU Cooperation , including Youth for Europe and Socrates (ERASMUS and
COMENIUS), Nationd Contact Poinfor the Fifth and Sixth Framework Programme
of EU Research and Technological Development (FP5, FP6), National Office for the
COSTnetwork, and the National Office feContentindeTen, amongst others.

V Rectorsd Conferences are separate for universities, professional higher éiducastitutions
and private universities. MOER consults Rectorsd Conferences on all legidative matters and
other strategic decisions regarding higher education and research policies. For the last three
years, annual funding terms have been a sepamate fer discussion between MoER and
Rectorsd Conferences before the negotiations start with each HEI separately over the size of
the state commissioning.

V The Federation of Estonian Studeésnionsis the organization representing the student voice
in all the various task forces under the auspices of MoER.

V The Estonian Employersd Confederation and Estonian Chamber of Commerce participate in
main working groups for preparing the policy documents.

V The Federation of the Employees of Estonian Universitiesitutions of ScienceResearch
and Development (UNIVERSITASEt as discussion and consultation partner in specific
issues.

Over the years, a clear tendency has emerged in the development HE policy to seek a
consensus between different stakeholderugso The usual procedures for preparing HE policy
decisions include consultation with all stakeholdersdrepresentatives, usually in the form of discussions
and official approval rounds. For developing brdeded policy directions or working out special
legislative acts/decrees, the Minister usually assembles a special task force with a specific assignment.
Rectorsd Conferences, the studentsd federation and other bodies are then asked to nominate their
representatives on the specific issue. Usually theskeftaeices are lead by MoER high level staff, but
sometimes also by outside experts. The conclusions of the working groups are taken as
recommendations to the Minister. Although recommendations are not legally binding, in the majority
of cases these are takas a basis for conclusive decisions.

2.5. Present governance and regulatory framework
42. The laws governing the system include:

Universities Act (passed 12.01.1995),

Institutions of Professional Higher Education Act (10.06.1998),
Private Educatiomnstitutions Act (3.06.1998),

Vocational Education Schools Act (17.06.1998), and
University of Tartu Act (16.02.1995).

I I I > D
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43.

Since its initial adoption, the Universities Act has been amended 20 times in the Riigikogu. A

similar pace of change has also bdendase for all the other legislation covering the higher education
sector. Of course, not all of these changes have been substantial for academic life (i.e. changing the
names of public universities). However, it demonstrates the extensive discussiogigdn the

sector, the efforts to link better the education system and labour market, a desire to increase
transparency and efficiency, and improve quality.

44.

Other important legal documents governing the HE education sector are government decrees,

amongwhich the most important are:

1 The Standard of Higher Educatigidrgharidusstandardof 1996 (amendments from 2003,

2004) which specifies requirements for higher education in Estonia and is a fundamental act
for granting education licences and for thecraditation of study at higher education
institutions. The Standard of Higher Education is based on other acts related to higher
education and is valid for all stages or forms of higher education irrespective of the owners or
the legal status of higher echtion institutions. The MoER is responsible for determining
whether institutions meet the requirements of the Standard of Higher Education.

The Statute and Form of Diploma and Academic Trans¢Djlomi ja akadeemilise diendi
statuut ja vormid)of 20 prescribes the forms and regulations for awarding diplomas to
graduates of various study programmes from different types of institutions. It requires that all
HEI issue the Diploma Supplement in English from January 1, 2004. The format of the
Diploma Suplement complies with the requirements set by the European Commission,
European Council and UNESCO/ CEPES.

Standards for Accreditation of Universities and Institutions of Professional Higher Education
in Estonia (Ulikooli ja rakenduskdrgkooli ning nend@ppekavade akrediteerimise kord ja
akrediteerimisel esitatavad ndudeffom 2003 sets requirementer the accreditation of
universities and professional higher education institutions on an institutional level as well as
on the study programme level. Remuments include standards concerning mission, goals,
objectives, planning and sadfaluation, organisation and management, curricula,
implementation of study, staff of educational institution, student body, teaching aids and
information resources, matdriaesources, financial resources, educational institutionts
relations with the public, academic ethics, and feedback and quality assurance.

The list of the names of academic degrees awarded by educational instit(Eiests
Vabariigi kvalifikatsioonide ja enne 20. augustit 1991. a antud endise NSV Liidu
kvalifikatsioonide vastavusirom 2005 & a comparison of qualifications that have been
obtained under different qualification systems. The decree serves the purpose of ensuring the
equal rights of gradates in access to further study and to the labour market.

The basic cost of a student place created on the basis ofcstatmissioned education
(Riikliku koolitustellimuse Oppekoha baasmaksumus 2005. pastagjovernment decree
approved separately foaeh budgetary year and it sets the cost level for all different types of
study programmes (Bachelor, Masterds, PhD, professional higher education) covered from the

state budget. This is a basis for concluding the contracts with public and private HEds and
the budgetary allocations of state professional higher education institutions;

The factors for broad groups of stuggoups(Oppevaldkondade koefitsiendlidlom 2002 and
2004 classifies different study fields into clusters based on the volume ofneeped and
individual work (i.e. the factor for exact sciences is 2.1 but for social science 1.1, etc).

Designation of degrees awarded by universiti@ppeasutuste antavate akadeemiliste
kraadide nimetustmetelu), from 2004 lists denomination and abeviations of academic
degrees in Estonian as well as in English that can be ascribed to graduates of study
programmes.

26



2.6. Qualification structure

45, In the Estonian higher education system there are no intermediate qualifications. All higher
education gilomas and degrees issued are final higher education qualifications. All recognised state
and public higher education institutions have the right to award the state sample of diplomas of a
certain format and content. Private higher education institutiang the right to award the state
diploma only to the graduates who have completed an accredited study programme. The Statute of the
Diploma adopted by the Government regulates the format and content of the state diploma.

46. Since 1991, four systems of stagédhigher education and qualifications have been in force.

In order to ensure equal opportunities and rights, work has been started to determine the comparison of
earlier qualifications in the new system. The comparison of the qualifications used in $ysteans

with the qualifications of the new system is governed by a regulation from the Government in 2005.

Until 1991

47. Until 1991 the Estonian higher education institutions followed the Soviet system of higher
education. In most fields of higher educatithe nominal duration of study was 5 years, in a few it
was 4 or 4.5 years, and in medicine it was 6 years. The final qualificBiiplom-Specialist
(Specidistés Diploma) or Diplom k8érgema kutsehariduse omandamise kalstan original title, was
awardel with an indication of a certain professional qualification: Engin@gesefie), Physicist
(fudsik, Geographergeograaf, Economist §konomist or majandusteadlgne.awyer {urist), etc,

and the indication of a narrow specialisation where applicable.

48. The first stage of posjraduate studiesagpirantuur/aspiranturfleading to the qualification
of Kandidat nauknormally lasted three years and included original research and publication. The
second stage of pegtaduate studiesi¢ktorantuur/doktoranta) lead to the degree &foktor nauk

49. On 31 July 1990, a year before Estonieestablished its independence, the Government
adopted a regulation on the approval of higher education qualifications according to which the two
systems, the Soviet system ahé Estonian system, became equally valid. In fact, the Soviet system
ceased to function in the spring of 1991.

19911994

50. In this transition period the first degréeDiplom, known askraadita diplom (university

diploma with no degree) was the qualificat that followed the structure of the Soviehe
Specialisté Diploma. In most cases, the nominal duration of study was 5 years as the students had

begun their studies in the Soviet higher education system. In some cases, at the University of Tartu
(Tartu Ulikool) for example, the nominal duration was reduced to 4 years, but the graduates received
the qualifications of the same academic and professional value, as the persons who had completed 5
years. There were several cases in humanities, where thaalataration of study was 56 years.

The qualificationkraadita diplomwas a final university degree, after one lanygle programme of

study, giving access to all public positions where higher education was required.

51. The diploma awarded with a certajnalification {nsener, 6konomist, bioloagc.) or with the
indication of the speciality after the completion of studies and upon the defence of a diploma thesis, or
after passing the graduation examination, or both, was generally a prerequisite fesi@uro
magisterstudy.

52. Instead of the formeaispiranturg the first posgraduate researdiased study programme was
developed and was renamethgistratuur (magisterstudy). Generallymagisterstudy was of the

same level asspiranturain the system fothe Soviet period. Until 1991 the admission requirement

was kraadita diplomor Diplom-Specialist. The nominal duration ofagisterstudy was fixed for 2

years. The graduates were awardednilagistrikraadafter a public defence of original research. The
magistrikraadwas introduced as the first research degree in the higher education system and became a
requirement for those who wanted to work in research institutes or higher education establishments, or
to continue studies towards a doctdealel degredsecond research degréejoktorikraad
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19952002

53. According to the Universities Act, the first stage of higher education with the nominal
duration of 4 years was fixed for new admissions beginning with 1 January 1995. At the end of the
1990s very few aarses (e.g. business administration at private universities) were designed with a
nominal duration of 3 years. Generally, the reduction of studies was based on development for a
marketoriented economy, with higher quality standards and with more intensiweses than the
former 5year course leading to the qualificatiDiplom-Specialist okraadita diplom The graduates

of these were awarded the degreebakalaureusekraadAt the same time, some universities (i.e.
Tartu Ulikool, Tallinna Pedagoogikailiol) awarded théakalaureusekraadot only to the students

who had begun their studies in 1995, but also to those who graduated in that year. Other universities
(i.e. Tallinna Tehnikaulikogl continued to award thieraadita diplomto those who had startedeir

studies before 1 January 1995. In some cases the professional title was indicated on thei diploma
inseneri nimetug¢Title of Engineer)pkonomisti nimetuéTitle of Economist), etc.

54. In fact there were still severbkalaureudevel course of tls type (with the duration of 5
years)i for example, teacher training. The qualificatimekalaureusvas a final university degree of
the same academic and professional value as the f@ipkym-Specialist orkraadita diplom The
next stage of study wasils magistratuur(magisterstudy) as introduced at the beginning of the 1990s.

55. Even if there were the titles dfakalaureusand magisterin the Estonian higher education
system this was not a traditional BachdlbasterGs or two-tier or undergraduatgraduate structure.
There was one longycle system with the nominal duration ofb4years in most fields of study,
including engineering, teacher training, law, etc. Dakalaureusekraaénd magistrikraadare the
degrees typical of and peculiar to the B&0 system only, and not comparable with most generally
known European BachelddasterGs systems.

56. In the second half of the 90s, more practically oriented higher education programmes were
introduced in parallel to the academic branch in universitiegrellwere two types of studyi
diplomi6pein universities and professional higher education institutionskatsegkdrgharidusn VET

schools and professional higher education institutions. The biggest difference regarding the two types
lies in the volumeof the practical training, and the qualification requirements for academic staff. For
graduates the higgest difference was the possibility to continue studies on the Masters level, since due

to the legislation this was not possible for the graduatksteékdrgharidus

Since the 2002/03 academic year

57. As a result of a major higher education reform and the reconstruction of study, for the first
time in the history of Estonian higher education the Estonian universities introduced thertwo
(BachelorMasters) structure for the 2002/2003 admission. Unofficially the system was called the 3+2

model. The first qualification obtained in the new structure isbtdealaureusekraadThe nominal
length of studies is predominantly three years and the capacityidies 120 national credit points,
which corresponds to 180 credits of the European Credit Transfer Sy$E€mS. In exceptional
cases, the nominal length of bachdmrel studies extends to four years (240 ECTS creditsis

finewd bakalaureusekraads not comparable to the fioldd bakalaureusekraadThe new degree is a
bachelorlevel qualification. At this level, basic knowledge and skills of a speciality are obtained.

58. In parallel to the academic branch, professional higher education programmes aftcetsl
under the new qualification system, with the difference tlalbihidpe and kutsekdrgharidusvere
integrated into one programneaakenduskdrgharidyghe professional higher education programme.
It is the first stage of higher education where purpose is to acquire the competence necessary for
working in the relevant profession or for continuing studies at the Masterés level. The nominal length

of studies is 3 4.5 years, the volume of studies 12080 credit points (180 240 ECTS credits).

50. After graduation from the bachel®vel, students can continue in the second cycle leading to
the degree ofmagistrikraad Magisterstudy is devoted to idepth preparation for the speciality and
includes a narrow specialisatiofihe persons who hold @ofessional higher education diploma can
aso commence Masters programmes at a university under the conditions and pursuant to the
procedure established by the university. The nominal length of Masterés level studiesis 1-2 years and
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the volume of studis is 4080 credit points (60120 ECTS credits) but together with bachelor level
studies not less than five years (200 credit points / 300 ECTS crdthi¢sfinewd magistrikraadis a
Masterés level qualification and isthe required level for professional posts where a higher qualification
is needed, such as teachers, engineers, economists, lawyers, etc.

60. The new twetier structure applies to most disciplines, with the exception of medicine,
pharmacy, dentistry, veterinary medicine, architecture and angineering. These long owmgcle
courses are called integrateakalaureusandmagisterstudy, with a nominal duration of 5 or 6 years
and with a capacity of 20@40 credit points (30B60 ECTS credits)The study leads to magister

level diploma. The umersities may award the degreensdgistrikraadafter these studies.

61. The nominal length of doctoral studies has been altered: the length of doctoral stuelles is 3
years instead of the 4 years that was fixed form&hg. postgraduate research degraiolgorikraad.

62. From 2004 onwards, Masters level studies may be aso provided by institutions of
professional higher education but in cooperation with universities and taking into consideration
regional needs. An institution of professional higher edacahay independently provide Masterés

level studies in the fields of theology and national defence.

2.7. Major changes in the last 15 yeafs

63. As a transition country Estonia has gone through numerous changes both in economic and
social life throughout th 19912005 period. Obviously, the higher education sector is no exception.
During these years the biggest changes were the following.

64. There has been considerable growth in the number of stuteinten 1990 to 2004 the
number of students increased 2rBes (from 25 899 to 6760). This significant growth is mostly due

to the increase in the share of paid education in public universities together with the development of
open universities focusing on LLL, upgrading former polytechnics to the higher ietutatel as
professional higher education institutions, introducing new institutional types where HE programmes
can be provided (VET schools, private institutions). Today ca 54% of students fully pay for their
studies themselves (2005 data).

65. In the first phase of reforms (1991995) the main focus of politicians and the academic
community was on instilling democratic principles and processes throughout the university (including
the free election of the rector and academic deans), establishing a nefrai@galork providing for
institutions of higher education, university autonomy, the framework for quality assurance, and a
differentiated higher education system. As regards substance, there was a need to eliminate previous
restrictions in content and pedayy, especially in the social sciences and humanities, and eliminating
the required military retraining as a compulsory part of the curriculum. Changes also included
redefinition of the role of the MoE moving from rigidly administered state universitmgordinated

to the MoE to extensive autonomy in academic policy, internal management, salaries and human
resource management, and fiscal affairs leading to greater academic innovation and flexibility to
respond to market trends.

66. Another strategic step a8 abolishing the Academy of Sciences as a research organisation
(1997), reconstituting the Academy as an honorary society, integrating research into the universities
and creating other independent Estonian research centres, resulting in substanirargs@éasch and

greatly strengthened universities. Strengthening graduate education, especially through the integration
of research and teaching at the doctoral level (in contrast to the location of doctoral studies outside the
universities in Soviet timgsvere made possible due to this change.

* For describing the changes during 19@D9, the text is based on the OECD report fiReviews of National
Policies for Education. Estoniad from 2001.
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67. Reforming the financing policies to provide lurapm allocations to universities, explicit
recognition of both the teaching and research mission, and elimination of the detailed input line item
(salaries, etc.) aurols by the Ministry. Since 2002/03 the new funding formula for institutions
concentrates on financing the output (the number of graduates from Masterés and PhD programmes)

and abandoned allocation of control numbers on a programme level, insteadf@acubioader study
fields.

68. There have been altogether four different degree structures in existence during the observed
period, 19912005. In the beginning the system moved away from the narrow Soviet degree structure
to an award structure that was raotly more flexible but also consistent with Western models and
increasing expectations for common structures across Europe and the world. The latest changes were
introduced on 2002/03 when a degree structure following the Bologna model was implemented in
universities.

69. Over the years matters concerning the quality of HE have gradually become more of an issue
both for the HEIs as well as for public policy dialogue in connection to the development of the
European Higher Education area. Since 1996 the atatiedi system for programmes and institutions

has been in existence. The administration of the system involves institutionsd critical self-analyses,

expert visits to institutions, decisianaking based on the expertsd suggestions and publication of both
evaluation and accreditation results on the Internet. In addition to the accreditation system, and state
monitoring activities, universities (including two private universities) have taken the initiative to self
impose quality standards for academic degreegly programmes and positions (2003). This is an
ongoing process with the obligation to follow up each year on the performance of participating
universities. Full text of universitiesdQuality Agreement in available in Annex.

70. The evolvement and dele@ment of the private education institutions started already in 1988

as a reaction to the new social and economic opportunities that were changing the very basis of society
under Gorbachovés perestroika agenda. Some smaller private institutions were established for catering

to the needs of the Russigapeaking community in Estoniathe share of Russian as the language of
instruction with respect to the total number of students has decreased from 17% to 10% during the
observed period. With few exceptiongrivate institutions have had real difficulties in asserting
themselves in the HE market where there is an increased provisionldsed education by public
universities. Many of them are under the critical mass with their student bodies and do nibiehave
proper resources for developing the infrastructure necessary to keep the institutions sustainable in the
long run.

71. In 2004, new amendments to the Private Schools Act were adopted, establishing more
transparent requirements for running private ingths, including establishing the minimum amount

of the share capital for the owner of a private institution. The amount of share capital required differs
for universities and professional higher education institutions (respectively, 10 million ando® mill
Estonian kroons). These changes in the law were a result of the financial mismanagement of one of the
biggest private universities, which ended with bankruptcy. Although the situation was resolved
positively for student§ based on the law, studentsutab continue their studies in another private
university offering accredited programmes in similar study figldend the case as such has
established a mode of behaviour for the HE community.

72. Over the observed period several institutional changes h&ee fdace. In the mid990s

many new organisations moved to the market offering programmes on the HE level. By the start of the
2005/06 academic year there is a clear trend of reduction in the number of institutions. Mergers have
mostly taken place on tHmasis of negotiations and agreements between the institutions themselves,
and the MoER has played a very limited role in these processes. The new strategy for HE for the years
20062015 foresees reducing the number even further, mostly due to two afipgttsthe number

of potential students will decrease rapidly due to the negative demographic trend, and secondly,
enforcement of new regulations as of 2007 regarding the share capital for HEIs.

73. The service mission for HEIs has greatly expanded inutudervices to regions utilising
open/distance learning and other means to provide access to higher education, and collaboration with
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local governments and social partners throughout Estonia. For facilitatindehenimg opportunities,

to broaden the a@ess to quality education for students and other people willing to learn, also
handicapped people, Estonians abroad and foreign students, the Estdnigarsity programme was
created in 2002 under the Estonian IT Foundation (jointly established bytdtee business
community, University of Tartu, Tallinn University of Technology, and partly funded by the
government).

74. Introducing support and loan schemes for students to study in Estonian and foreidthelEls
Study Allowances and Study Loans fkotn 2003) and state céunding for student participation in
international mobility programmes like Erasmus (from 2002). Since 2003, undé&rigt@an Jaak
scholarship scheme, short and lgaagn mobility opportunities are funded from the state budget
mostly for students on the Masteré and PhD level and for academic staff.

75. Management of these changes has been challenging for all parties involved and, especially at
the beginning of the period, consensuslding across different stakeholders was difficulta@fes

has been implemented very rapidly. Over the years it has improved, and by 2005 the involvement of
different stakeholders in working groups has been exercised as a routine.

2.8. Institutional landscape

76. Within the Estonian higher education system ptBgrammes can be provided by 6 different
type of legal entities varying from each other by legal status (public/ private) and type of programmes
they can offer. Universities are entitled to offer programmes on a Bachelor, Masteré and PhD level,

also proéssional higher education can be provided in a substructure that is part of a university (mostly
situated in the regions). Although all universities have registered PhD programmes with the MoER,
not all these programmes have undergone accreditation. tjmnfage of the private universities can
award PhD diplomas recognized by the state. All private universities have positively accredited
MasterGs programmes, and two of them have research groups whose work has been evaluated to at

least the satisfactory lel by a team of international experts. No other private universities have
research programmes running that have passed a similar kind of state evaluation.

Table 2.2. Distribution of students by type of institution, 2005

Type of institution No. of | No. of

institutions | students
in 2005

Universities where programmes are accredited up to the PhD I 6 42 867

Universities where programmes are accredited up to the Masterés | 5 6467

level

Institutions offering accredited programmes on the professj 26 18 724

highereducation level

HEI with no accredited programnies 2 229

Total 39 68 287

77. The various institutions offering HE programmes can be categorized as follows:
Universities covering a broad group of disciplines; these are biggest providers aftrésgamg:

f Tartu Ulikool, University of Tartu(established in 1632). Offers PhD programmes in
humanities and arts, education, social sciences, science, health and welfare, services. The
University has five regional collegeNarva, Parnu, Turi and Viljadi. Since 2002 the

® On March 2006, these two institutions were visited by the accreditation team, armhecredited status was
recommended for all the programmes, and this recommendation was approved by the Higher
Education Quality Assessment Council and the Minister.
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biggest private university specialising in the field of law is incorporated with the
university, located in Tallinn.

1 Tallinna Tehnikaulikool,Tallinn University of Technologgestablished in 1918). Offers
PhD programmes in science agrtgineering, and social sciences. Has regional colleges in
Kohtla-Jarve and Kuressaare.

9 Eesti Maadlikool,Estonian University of Life Sciencésstablished as an independent
university in 1951, based on three faculties of the University of Taragronamy,
forestry and veterinary medicine). Offers PhD programmes in science and engineering,
agriculture, services. The name has been recently changed university was until
autumn 2005 known as the Estonian Agricultural University.

9 Tallinn University (enamed in 2004, the legal successor of Tallinn Pedagogical
University founded in 1919). Offers PhD programmes on education, humanities and arts,
social sciences, science and services. In 2004 the Estonian Institute of Humanities (private
university) was igorporated with Tallinn University. Runs two regiondblgsed colleges
that are part of the universityRakvere and Haapsalu.

65. Two other universities offering PhD programmes have clearly focused iaremsic and
visual arts.
9 Eesti Kunstiakadeemi&stonian Academy of Ar{established on 1914).

I Eesti Muusika ja TeatriakadeemiaEstonian Academy of Music and Theatre
(established in 1919).

78. The private universities were mostly founded after Estoniads break-up from the Soviet Union.

The majority of hem were created out of the wish to cater for the emerging needs of the new free
market economy. Similarly to the other Eastern European countries, these institutions offer
programmes in the areas as business administration, law, media, arts and hynianibesr the

years there have been seven institutions that have had contracts with the MoER for state
commissioned education (IT College, Mainor Professional Higher Education Institution, Estonian
Business School, University of Nord, Computer Collegaya®e School for Hotel and Tourism
management, Concordia International University), but the overall number of goveifumded study

places has been very limited since the majority of the programmes provided in the private sector
would not be considered be a state priority.

1 Eesti Evangeelse Luterliku Kiriku Usuteaduste Institligtitute of Theology of the
Estonian Evangelical Lutheran Chur¢founded in 1946 after the Soviet authorities
closed down the theology department at the University of Jdburing the Soviet
occupation it was the only institution training personnel for the Estonian Lutheran
Church. It can be considered to be the oldest private university in Estonia.

1 Estonian Business School (established 1989).
1 Akadeemia NordUniversty Nord(established in 1991). Regional college in Sillamé&e.
9 Eurodlikool, European University1998).
1 Audentese Ulikool,Audentes Universityf1999). In 2003 Concordia International
University in Estonia and the Private Higher School of Social Scieneg&a¥ were
incorporated with the university. Regional college in Johvi.
79. State professional higher education institutions (PHEIS) are highly specialised, often in the

fields that are regulated by international standards. They offer professional higieatien
programmes with a length of 4 years. For graduates it is possible to continue their studies at university
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on the Masterés level, though most universities require complementary modules to be passed before

the admission to the Masterds level. Based on law, PHEISs can also offer programmes on the Masterés

level themselves, but on certain conditions as prescribed by law. Up to 2005, none of the institutions
have registered programmes on this leakhough this is the direction in which PHEIs woulcelito
broaden their activities. The list of institutions is as follows:

1 Tartu Tervishoiu KdrgkoolTartu School of Health Cargl811). Institutional status
was changed from VET school to PHEI when the institution passed institutional
accreditation in 2004.

1 Eesti Mereakadeemia:stonian Maritime Academy1919). Status of HEIl was
awarded in 1992.

9 Tallinna Tervishoiu Kérgkool, Tallinn Medical School(established in 1940).
Institutional status was changed from VET school to PHEI when institution passed
institutional accreditation in 2004.

1 Tallinna TehnikakdrgkoolTallinn College of Engineerinffounded in 1992)legal
successor of the Tallinn Technical Secondary School for Building and Mechanics
established in 1962.

 SisekaitseakadeemiBublic Service Acagmy of Eston{®(1992).
9 Tartu LennukolledzTartu Aviation Collegg¢1993).

f Kaitsevagede Uhendatud Oppeasutlitie Estonian National Defence College
(1998).

9 Tartu Kérgem KunstikoolTartu Art Colleggestablished 2000).

80. Private higher education institons, similarly to private universities, focus on areas like
business administration, IT, theology, arts and humanities. Programmes are mostly of a length of three
years. Altogether there are 13 of such institutions. The largest among these instiguNaBsor

Higher Education Institution that offers programmes in a total of 9 different sites all over Estonia. In
2005, Mainor was granted the right by the government to provide Masteré programmes in the social

sciences field. Most of the private PHEIs/@astrong links with the employer community; one of the
best examples in this regard is the Estonian Information Technology College that was founded in 1999
by the government (represented by the Ministry of Education), by the largest Estonian universities
Tallinn University of Technology and the University of Taittand the Estonian information and
communication technology (ICT) industry as an example olmique publieprivate partnership
model.

81. Since 1999, nine state VET schools opened programmes ligher education level. By
2005/06, they have all participated in the accreditation process, though with different results. Some of
these institutions clearly play a major role, even in the future when the number of potential students
goes down, but acoding to the new higher education strategy paper the provision of HE programmes
should be concentrated mostly in institutions that have HEI status and digleanding power.

82. There is also one private VET school offering PHE programmes, the Estoniasi SicHotel
and Tourism Management. The school was founded on 1996 by employer associations working in the
field. It is a small school but welkspected, offering accredited programmes.

® As said previously, the name of the Public Service Academy is somewhat misleadivey HiSI provides
programmes mostly in the area of internal security.
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2.9. Overall size of the higher education sector

83. During 19932004,the number of general secondary school graduates remained stable around
10 00011 000. But the interest among them to continue their studies increased immensely. Whereas in
1993 nearly half the graduates did not continue their studies at all, by 200dnenlg six did not
continue their studies (incl. VET) immediately. The share of those continuing in higher education has
increased from 30%, to 68% in 2004.

84. Over the years students have become more mature. One distinguishable reason is the
lengthened dation of general secondary educatioh? years instead of 11. The formal entrance age

for higher education is now 19. But at the same time another important trend has emgrged
increasing share of those aged 26 years and older. If in 1995 thishgrdapshare of 15.3% in student
numbers, by 2005 it had increased to 34.1%. The biggest reasons behind this were the poorer
economic conditions and available business opportunities at the beginning of the 1990s that resulted in
many postponing their st at that time. By the end of the 90s, the labour market had chéanged
diplomas were gaining a higher valueand people with extensive work experience returned to their
studies.

Table 2.3. Admission to higher education by level of study, 192004

1994 {1995/ 1996| 1997| 1998| 1999| 2000| 2001| 2002 | 2003 | 2004
Professional higher educatid 0 0 0 0 0 0 0 0 5400 7259 7 08(
\Vocational higher education 0 0 0 0 0183026313019 344 0 0
Diploma studies 203§2081309§ 4733 5623 5060 51544528 984 0 0
Bachelor studies 336039344 3364635 492( 6165 6 9606463 767(Q 7473 7 73§
Integrated Bachelor and
Masterds studies 0 0 0 0 0 0 0 0 934 875 811
Masterds studies 79111 02710231025 1135 146220742150 283( 2894 2 86€
PhD studies 134 250 93 298 324 38 370 281 329 354 | 428
TOTAL 6323 72978 6511069112004 14903171931644118 49118 85418 923

Source: Statistical Office of Estonia, 2005

85. As seen from Table 2.3., participation in the system has irettapste evenly at all levels. A

slight change has taken place with the share of studies on the BachelobRS¢ein 1994 and 41% in

2004. The decrease has taken place to the advantage of studies mostly oriented to the labdur market
professional highreeducation& (vocational higher education and diploma studies are categorised

under this) share in admissions in 1994 was 32%, and ten years later 37%, and studies on the Masterés

level - 12.5% in 1994 and 15% in 2004. Admission to PhD studies has iadreharply in terms of
absolute numbers, but its share in the overall student body has stayed the same, 2% for both years. In
order to see institutiewise where the growth has been concentrated, see Table 2.4.

Table 2.4. Admissions 1992004, by type ofinstitution

19951996 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004
Public universities 46444953 5829 6410 849 998( 9534 1053710724 10 731
Private universities 363 512 1134 1571 1723 1874 1739 1714 1524 1729
State professional HEI 793 864 1224 1174 1291 1274 1051 1417 1454 1 454

Private professional highel) 3511 704 1874 2114 1819 1649 1307 1974 2344 2514
education institutions

VET schools at HEI level | 131 620 637 734 1580 2419 2813 2857 2805 2484
TOTAL 7 2928 651 10 691 12 007 14 903 17 193 16 441 18 49118 854 18 921
Source: Statistical Office of Estonia, 2005




86. The biggest growth areas have been social sciences, business anaddaasing from 28.3%

in 1994 to 38.1% in 2004. Sece fields have almost doublédfrom the share of 4.6% to 8.6%.
Health and social services from 6.7% to 8.8%. All other fields have reduced their share although in
absolute figures the number of students has not decreased in any broad field. Sciencgnaedng

has reduced its segment from 29.2% to 22.6%, agriculture, fishery and veterinary sciences from 4.8%
to 2.6%, and educational sciences from 12.7% to 8%.

87. The main growth factor has been the introduction ofpfgid education, especially in pibl
universities. By the 2004/05 academic year, the number of students paying for their studies themselves
(incl. private sector HEIs) was more than 35 000, which is about 53% of all students. Four public
universitie$ enrolled 41 340 students (ca 61% oé ttotal student body) and 53% of them were
studying in stateommissioned student places. Private universities enrolled 18% and private
professional higher education institutions 19% of all students paying for their studies themselves.

Figure 2.2. Studers in higher education by field of study, 1994004
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Source: Statistical Office of Estonia, 2005

88. In 2004/05, admissions to science and engineering fields made up 36% of dilirstae

student places. Although social science fields have been enornpapsiiar among students who are

ready to pay for their education themselves, stateamissioning did not cease in the area as there is a
need to prepare the next generation of those who will teach at HEIls. For the last four years the
principles for the atication of stat&ommissioning have stayed the saimghe fields are divided up

into growth, stable and decreasing areas. Fields such as IT, biosciences, engineering and services are
handled as preferred fields although in general there has not beeraméumal change in the number

of state allocations as regards headnt. Mostly, the preferred areas receive privileged treatment in

the form of structural funding from EU resources.

89. There are no reliable statistics as regards attendance mode, since20p2{03 every
institution defined separately its requirements and conditions for full ortipertstudies. From
autumn 2003 onwards, students need to define their status as full-omgait they fulfil 75% of the
amount of work required by the pmagnme during the nominal time, they are considered to be full
time. In 2004, there were 54 552 such students. 13 208 defined their status as studiimg.part

90. In the new HE strategy paper for 202815 there are control numbers mentioned in regard to
the statdunded student places for the 262808 period. Combined bachelor and professional higher
education studies access to the stateled places have to be guaranteed on the level of ca 6300 (50%
of the graduates on the secondary education levet)tH&ume is no upper limit set in regard to the

" University of Tartu, Tallinn University of Technology, Tallinn University, and the Estonian University of Life
Sciences
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overall access (in regard to all study levels). This has caused some discussion and criticism by the
empl oyersd organizations who would like to see more people directed to VET studies rather than to
HE.
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CHAPTER 3. TERTIARY ED UCATION SYSTEM AND T HE LABOR
MARKET

Policy developments

91. The workingage population of Estonia decreased 11% between 1990 and 2005, from 1.1
million to 980 000. Rapid economic reforms led to an even more dramatic drop in the labour force
from 825 800 in 1990 to 586 300 in 2005 or almost 30%, whereas 85% of the jobs were lost between
1990 and 1995 (Statistical Office, 2006). The employment ratio in 2005 was 64.4%, which is a
development in a positive direction compared to earlier yearsigivii of Finance, 2006). The most
severely affected was the primary sector, where the drop was almelfivevhile the industrial

sector saw a decrease of around 1.5 times. Employment in the service sector remained comparatively
stable throughout thateriod. These processes could be viewed as inevitable as the relative importance
of these branches of the economy stemmed from the former Soviet era economic policy. Since the
regaining of independence, employment growth has been only in the some plet sérvices
(financial intermediation, real estate, leasing and business activity sectors), as this was the area where
great demand met with the new entrepreneurial spirit, bringing the start of new firms and growth in the
number of staff.

92. Swift reformsled to widespread layoffs, and while some managed to adapt fairly easily and
find new jobs in growing areas of the economy, many founeg@aching more difficult due to lack

of qualifications, age or place of residence. The first outbreak of unemplogmddtbe said to have
appeared in 1991 when levels surpassed the 1% mark (Eamets, 2000). These figures peaked in 2000,
when the proportion of those out of work reached 14.2%, but since then the level has steadily fallen,
settling at 8.3% in 2005. Unemplment is highest in the 186 age bracket, with the 2005 rate being
15.9% (Statistical Office, 2006).

Figure 3.1. Unemployment rate among population with tertiary education by age group
8(including professional secondary education, the former Soviet polythaic type education)
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93. The unemployment rate among-@5% year olds with higher education has remained at more or
less the same level since 199Between 3.5% and 6%, or 4 500 and 7 100 in real terms. According to
2006 data, respective numbers were 3.7% a2®® (Estonian Statistical Office, 2006). Including
those with professional secondary education as part of the tertiary education group, the unemployment
rate is between 3.8% and 6.8% or 7 900 an8QI2(2005 dat& 3.8% and P00). Higher education
provided people with a sense of security in the period under sttldy unemployment rate in this

® The sample for 284 age bracket was too small to be incllids part of the official data.
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group being twice as low as for those with secondary education and four times lower than for those
who received only adsic education. However, unemployment among the tertiary educated group in
Estonia (4.8%) is still higher than the EA3 average (4.2%)2002 data). The rate differs slightly
though according to the age bracket and is largest amoebg ¥&ar old®.

94.  According to 2005 data, 35.9% of the labour force in Estonia has third level qualifications
(Statistical Office, 2006). Outside the public sector (including administration, defence, education and
healthcare) the greatest concentration of employees with higharation is in the financial
intermediation and business activity sectors, at 37% and 43%, respectively, and these numbers have
not changed in the last ten years. The biggest increase in the proportion of employees with third level
qualifications between@B7 and 2005 was seen in the transport and communication, agriculture and
hotel and restaurant sectors, although in absolute numbers the figure may have even fallen.

Table 3.1. Labour force distribution by level of education (in thous.), 1997 and 2005

Economic sector Education level of labour force 1997 2005
Agriculture, hunting,| Below Upper Secondary Educatiory 13.6 7.2
forestry Upper Secondary Education 30.2 16.2

Tertiary education 6.1 5.6
Fishery Below Upper Secondary Educatior] é é
Upper Secondary Educatio 3.5 1.8
Tertiary education é é
Mining Below Upper Secondary Educatior] é é
Upper Secondary Education 5.2 3.8
Tertiary education é é
Manufacturing Below Upper Secondary Educatior] 22.1 175
Secondary education 85.4 90
Tertiary education 29 31.9
Energy Below Upper Secondary Educatior] 1.9 é
Upper Secondary education 9 8.2
Tertiary education 5.7 3.7
Construction Below Upper Secondary Educatior| 7.5 7.7
Upper Secondary education 29.3 30.8
Tertiary education 8.1 10.1
Whole- and retail sale, Below Upper $condary Education| 7.3 3.8
Upper Secondary education 52.3 49.7
Tertiary education 26.6 27.1
Hotels and restaurants Below Upper Secondary Educatior| é 25
Upper Secondary education 10.3 13.8
Tertiary education é 5.7
Transport, communicatiof Below Upper Secondary Educatior] 6.9 4
and logistics Upper Secondary education 36.3 329
Tertiary education 13.4 17.7
Financial intermediation Below Upper Secondary Educatior] é é
Upper Secondary education 3.4 2.9
Tertiary education 3.6 3.8
Real estate, renting an| Below Upper Secondary Educatior 2.3 3.7
busiress Upper Secondary education 15.2 19.7
Tertiary education 16.5 23
Public administration,| Below Upper Secondary Educatiorj 1.5 é
national defence, socig Upper Secondary education 14.5 15.6
security Tertiary education 16.6 20.8
Education Below Upper Secondary Educatior] 3.2 1.9
Upper Secondary education 18.5 17.2
Tertiary education 35.1 35.9
Health and social services | Below Upper Secondary Educatior| 3.6 3
Secondary education 14.4 15.4
Tertiary education 17.8 16.6
Other Below Upper Secondary Educatior| 3.4 14
Upper Secondary Education 16.5 15.2
Tertiary education 12.7 14.4

Source: Statistical Office, 2006.

9fiEuropean Higher Education in a Worldwide Perspective,0 European Commission, spring 2005
10The 1524 age bracket is excluded as the values listed in the Statistical Office database do not cover each of
the years under study

38



95. One of the tendencies of rapid social and economic development is the need to employ people
in positions that rguire tertiary level qualifications, and there are not enough people who hold such
qualifications. Analysing the division of employees with those qualifications according to ISCO
occupational groupings (Heinlo, 2004), it can be seen that people withyteudilifications represent

81% of highlevel specialists and 52% of lowgrade specialists and technicians. They also account
for 59% of the main body of legislators, hitgtvel officials and managers, but given the domination of
small and micro comparse in Estonian business this figure does not present a problem.

96. One of the costs to Estonia of the rapid economic success is increasing inequality, which is
also expressed in the participation rates in education. The problems are not so much characteristic
the tertiary level than for the earlier stages. In 2000, the rate of people in-Bdead@ group who

have at least ISCEB education was 83.9%. By 2005, this number has fallen to 80.9% (Ministry of
Education and Research, 2006). Although, the figaitmtter than the average of the EU (in 2000, for

EU 25 it was 77.3%), it is decreasing. Transformation has had different impact according to gender,
with males paying the higher price.

Table 3.2. Share of education level among employed by gender and ageup, (%, annual
average)

25-64 age group 25-34 age group 15-24 age group
1997 2005 1997 2005 1997 2005
Below Upper Secondary Education
o] Males 13.9 9.1 7.8 11.8 20.3 26.6
0 Females 9.1 5.6 2.9 7.2 10.1 14.9
Upper Secondary Education
o Males 58.6 60.1 70.1 58.9 71.7 58.9
o Femaks 49.5 50.2 51.3 49.4 69.7 61.1
Tertiary Education
é Professional Secondary Courses
based on secondary education
o Males 7.8 8.1 6.4 7.6 é é
o Females 17.2 15.2 19.1 9.9 15.8 é
€ Higher Education
o] Males 19.6 22.7 15.7 21.7 é 10.3
0 Females 24.3 29.1 26.7 33.5 é 21.8

Source: Statistical Office, 2006.

97. Longterm unemployment is high. In 2005 their share was 53% of all unemployed (or 4.2% of
the total labour force). Unemployment rates are higher amengulsiarspeaking population, 12.9%

vs. 5.3% for Estonians, the main reason for this being a limited knowledge of the state language.
Males have traditionally had somewhat higher unemployment ia8e8% vs. 7.1% for females, in

2005 (Ministry of Finance2006).

Assessing labour market needs

98. Until recently, as a result of the thorough economic reorganisation of the 1990s, Estonia had
not done any research to assess labour force requirements at a national level. The Ministry of
Economic Affairs and Commitations took the first steps in this direction in 2003, when the first
employment forecast up to 2010 was completed. This work is planned to continue with the basis of the
forecasting model being updated and more focus given to needs assessment.

99. The impotant player in labour market issues is the Estonian Labour Market Board. The
BoardG mission isto support competitive, efficient and flexible labour market, accel erate fulfilment of

work positions and provide assistance to those seeking work and toyersfiar fostering economic
development. The agency processes and analyses the database of job seekers and of the employment
services supplied, but the information gathered is mostly directed towards qualification levels below
tertiary education. The laasf workforce is considered serious especially in sectors where there are

1 According to the Estonian Statistical Office approx. 88% of all registered enterprises had less than 10
employees, in 2005. The proportion has been stable on this level for many years.
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rapid developments (metal work, electronics, optics, construction), but it is broader issue and applies
other sectors as well because of population trends.

100. At the national level, a sgial committee in charge of the stammmissioning of higher
education has operated under the aegis of the Ministry of Education and Research since 2000. The
main task of the Commission is to achieve a broader consensus and greater transparencyg o regard
the education and training system. It is an mbamisteria structure (including employersd and

studentso representatives) that advises the Ministry and presents recommendations regarding the
allocation of student places (statemmissioned graduateimbers) and fields at different levels. The

Chair of the Commission is the Minister of Education and Research.

101. Since the 2002/03 academic year, the MOER has preferred in its funding decisions the natural
and exact sciences and technology fields. In ZIE)5the overall share of the preferred fields
(regarding student places for the first cycle) was 39%. The preference for listed fields was agreed in
2002 after theDelphy survey that was carried out among different stakeholders. It is a shared
understandig that state funding has to balance student study decisions for fisoftero study fields. At the

same time, funding to social sciences, humanities and arts should be maintained, at least at a minimum
level, in order to guarantee the preparation of the nemémation of academic staff. There is also an
understanding that a further increase of study places to preferred fields can be done only when more
complex measures have been developed. Creation of a more positive attitude towards the science and
technologysubjects among young people (starting already at basic school level) should be the main
strategic goal. Also, there have to be scholarship schemes in place that enable students to commit
themselves more to studies. Lastly, institutions that provide pregia these fields need extra
resources (human as well as financial resources) for development.

102. Itis true that the planning process to date has been based less on evaluation of the needs of the
labour market than on the argument for ensuring accessAocordingly, the political goal has been

to create, for approximately 50% of high school graduates, access to higher education studies through
the support of national measures. Here it should be stressed that no checks are carried out to assess
whether he study places created through state measures are being filled by dyoungd school graduates

or those who have already previously obtained secondary education. The higher education strategy for
20062015 highlights the desire to also create HE study plémed0% of vocational secondary
graduates, meaning that approximately 6300 young people, in total, would be able to begin studies at
the first level (in the 2002008 period).

103. Generally it is believed that the demand of the students creates the supelypaivision, and
graduates with tertiary education qualifications can flexibly reorient themselves should circumstances
So require. At the same time there is an active discussion in the media amongst the main stakeholders
as to whether the expansion akthigher education sector in mostly areas like social sciences and
humanities and arts is good for the national economy. Higher education institutions have seen that
debate often takes place in the context of employers seeking unpretentious cheafttaptayers

have stressed the example of other countries where expansion has taken place in-tlelestzort

more practically oriented std®ector, as compared to Estonia where the expansion mostly took place in
public universities. As the country has rtedd any major economic setbacks the jury is still out
regarding whether the expansion has served the best interests of the country. The great disagreement is
partly caused by the structure of the econdntlyere are very few enterprises in the country tisat
highly-knowledgeintensive technologies.

104. Still, a number of measures has been introduced in legislation to facilitate feedback from the
labour market for HEIs. Based on accreditation regulations HEIs are required to collect information
about the sua@ss of their graduates on the labour market, and the representatives of the labour market
must be included in the existing curriculum council at the structural division level. Since 2003,
evaluation committees involved with accreditation have generally v the relevant fieldsd
employers' representatives, and the professional standards of the fields (where they exist) are sent to
the members of the accreditation committees for their perusal prior to accreditation taking place. The
voice of the businessommunity is represented on the Higher Education Quality Assessment Council
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by the Estonian Chamber of Commerce. But experience shows that for meaningful contribution,
stakeholders need time and interest, two basic criteria that are not always fulfilled.

105. Closer cooperation between institutions of higher education and business has developed in the
organisation of practical training experience in areas that are regulated at an international level. In
other areas there remain few or simply no good exaniplammpanies are not interested in taking
students on for short periods and acting as their mentors. The limited initiative here on the part of the
educational institutions themselves is also due in part to the notably high number of students who
work at thesame time as studying, albeit mostly in less demanding positions which are not necessarily
connected to their studies. Exact data on this issue, however, is not available. The cooperation between
HEI-s and enterprises for developing taifoade programssistill in the initial phases. The practice

varies dependent of the fields, programs for public sector personnel (civil servants, teachers, medical
personnel) are better developed.

106. There is no overall system of career guidance and information in Esttigaalso applies to

the higher education level. It is considered one of the major reasons why so many young people
choose to study in upper secondary schools, not in VET schools and consequently, prefer academic
study instead of the professional higheueation track. Although there has been much talk regarding

the design of such a system, there have been no concrete actions. fsothi$Epassivity could be
explained by the successful transfer of graduates to the labour market. Decisions regardialifyhe g

and scope of career services are taken by individual institutions, the Ministry of Education and
Research does not have any role in this matter. It tends to be perceived as an area in which resources
are limited and the potential for developmenlaigie: at the University of Tartu there are only three
full-time employees responsible for the employment mediation, psychological support and career
guidance for 18 000 students, while two are employed to provide career services for the 11 000
students stdying at the Tallinn University of Technology.

Graduation and earning trends

107. The number of graduates with tertiary education has increasedfaldeaver the last 25

years, while the number with vocational qualifications has been reduced by almoBehaifi this
decrease are structural changes in the educational system (former polytechnics upgraded to HE level),
alarge number of fiolderd students pursuing atertiary degree (taking their second or finishing the first

degree, as well as working) but, &tly, also the low popularity of the profession of worker and, thus,

of the vocational education track. For more detail on graduatesdtrends, see Annex, Table A11.

108. As regards study fields, there has been an increase of graduates in all areas, exakpteagric
(Annex, Table A7). The biggest increases have been concentrated in the social sciericeadtelas
business, law, public administratidrieaving it open to discussion whether this poses new threats to
market absorption capacity. Concern mayjumified since managemenrglated courses in the first
cycle are of a general nature, and so far do not offer sufficient options for specialization.
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Figure 3.2. Graduates with tertiary qualifications by field of study, 1992/93 2004/05
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109. Relatively little attention has been paid to analysis of the success of graduates on the labour
market at a central level in Estonia. Every year in December, the Labour Market Board makes
available for interesteparties figures on the fresh graduates who have registered with the Board for a
job search. However, the numbers do not present the picture in all its complexity, glossing over any
circumstances that may have affected the numbers (in some regions,fplesxgraduates register
themselves as unemployed just after graduation in order to get access to social benefits).

110. There is still no general data collection regarding the salary levels and educational
backgrounds of employees due to the smallness ofdah®le for the labour force. The Statistical
Office data collection has focused on economic sectors and sizes of firms. The first step in assessing
the size of graduate incomes was taken by the PRAXIS Centre for Policy Studies in 2005. The
research was fuded by the Ministry of Education and Research.

111. The research was based on the Taxation and Customs Board data of income tax paid by
graduates (and students who had terminated their studies) from the 1999/00 and 2002/03 academic
years. The result cannot beed for a variety of reasons to just calculate backwards for an indicator of
total income. However, these figures can be used to compare relative differences between graduates
(and students who terminated their studies) from different fields and levelsdyt Inasmuch as the

period under study is very short, the results cannot truly be used to make generalisations about
subsequent periods. The Ministry of Education and Research intends to continue the assessment of
graduate salary levels, increasing sieepe of the study to take in graduates of vocational education.

112. From the results of the first research it is clear that a diploma confirming that higher education
has been successfully obtained opens doors in the Estonian labour market: the avenageofinco
graduates is higher than that of students who dropped out, of whom 70% pay income tax as compared
to the 85% of graduates who do the same. The average amount of annual income tax paid by graduates
is also increasing more rapidly than for students werminated their studies. Comparing different

levels of higher education, the proportion of people paying income tax in the years in question
averaged 95% among doctora graduates, 92% among Masterés graduates, 89% among bachelorés
graduates and 87% amogduates of professional higher education studies.
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Table 3.3.Income tax paid by graduates andtsidents who have terminated studiegn the 2000/01
academic yearduring two consecutive yearsin kroons

Students who have terminated
Graduates studies
In 1Styear after| 2™ year after In 1Styear after| 2 year after
the year of | graduation | graduation the year of | graduation | graduation
graduation graduation
Bachelor Studies 14 36l 20671 25 840 14 597 17 109 19 200
M asterds Studies 24602 [30121 [34443 [30973 34108 |37 849
PhD Studies 27822 [37581 [42773 [39645 39022 |41 244
Residentud? 17488 [30097 |43508 |[34535 36269 |65 243

Grey areas denote that the number of taxpaigelsss than 50

113. The obvious rule seems to be that the higher the education, the higher the pay. As such,
professional education graduates throughout the years have had lower income tax levels, and graduates
of doctorate studies andsidentuurhave highe levels. The three areas of study with the best salary
prospects are social sciences, business and law; science and technology. In the case of social sciences,
business and law, the average annual income tax of graduates of public universities isdarteat t

of graduates of the same subjects in private institutions. The lowest starting salaries were those of
agriculture and education study field graduates, but in the following two years the growth in income
tax levels in these fields was comparativeigher than in other areas. Graduate incomes in the
humanities and arts, natural and exact sciences and agriculture are even lower in places than those of
students who terminated their studies in the same period, but as these numbers diminish eash year it
likely that the income tax levels of graduates will prevail in subsequent years. The average annual
income tax for women in different areas of study is as equally divided as fdr amehif you compare

the areas with the largest and smallest incorrdetels, the differences in the average amount are
smaller.

114. Looking at the dispersion of graduates between different areas of activity, it can be seen that
those of health, welfare and education are most highly concentrated: 57% work in the healtiahnd soc
welfare sector and 54% in education. Most evenly dispersed among branches of the economy are
graduates of the social sciences, business and law, with the most concentrated sectors for the three
being public administration, defence, wholesale and r&tde and the leasing of real estate. The
division on the labour market of those who terminated their studies is generally similar to that of
graduates, although somewhat more diffiBetailed information is presented in Annex, Table A12.

International labour market

115. There is no official statistical data about the numbespafcialists anavorkers who have left
Estonia since the country joined the European Union. The estimates are that the number of people who
are currently out of the country for workirmurposes remains at 880 16 000 (Aru, 2006). The

reason for this quite low number is believed to be due to the Estonian chanaetgrie do not easily

move for available jobs, even within the country. The Ministry of Social Affairs has run survests to g
more information about the preferences regarding countries, and by far the most popular destination is

12 Residentuur (Residency) postgraduate special medical trainipgpgrammes lasting-8 years. The final
examination completingesidentuurof training is given in front of a committee, whose members are
the current professionals of the specialty of graduation. If passed, the resident will be granted the title
of a medctal specialist in the field studied. Only successful graduation of these programmes gives the
right to work as a specialist.
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Finland. Usually people are willing to go to work abroad temporarily, with only 3% seeing it as a one
way trip.

Figure 3.3. Peopleds aspirationsto work abroad, 2003
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Source: Kallaste, E., etEakti tooealise elanikkonna todtamise potentsiaal Euroopa Liidus, Center for Policy Studies
PRAXIS, 2004, extract from Ministry of Finance, 2006.

116. Often, the main reason for looking job abroad is the difference in salary levels. But
especially for the specialists with higher education qualifications the reason might also be new
opportunities for selfealization. In some narrow fields, the small size of Estonia may limit
professionbactivitiesi as a surgeon, one needs to conduct a certain number of special operations in
order to maintain the professional level but a country the size of Estonia may not have a sufficient
population.

117. However, in regards to scientists and engineetsnizsclearly faces the threat of brain drain if

in coming years there are insufficient investments in the academic infrastructure, which is the crucial
factor in making the work environment attractive for both local and international researchers.
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CHAPTER 4. REGIONAL ROLE O F HIGHER EDUCATION

118. Estonia is sparsely populated compared to other European rédiomslensity of population

per square kilometre is 31 people, which is approx-fongh the average in the European Union. At

the same time, thereearelatively large differences in the development of different regions. The urban
areas of Tallinn and Tartu have clearly stood out due to their development potential, and more than a
half of the country& economic growth (approx. 60%) is generated in Northern Estonia. The different
development potential of regions is seen as a problem in Estonia and as a result, many strategic plans
have been approved on the governmental level, which emphasise the importance of the balanced
development of all counties arzdle aimed at stopping the population from moving into the capital
area. The first regional policy document was approved in 1994. Unfortunately, strategic initiatives
were not sufficiently specific until 2004, which means that regional economic disphatieggrown
according to all economic indicators, instead of decreasing. A certain tendency towards change is
beginning to emerge due to the agricultural support associated with European Union member status.

119. Opportunities for supporting the complete amdahced development of regions with the help

of specific measures will become available during the programming period of the European structural
funds for 20072013, which will prescribe channelling significant amounts of support into the
improvement of th social and technical infrastructure. According to the resolution of the Government,
support of regional development is one of the five main priorities alongside educational, R&D
activities, the environment and road construction. Creation of a busingssnerent that favours the
creation of new companies and jobs, improvement of the availability and quality of the public services
aimed at the satisfaction of the basic needs of people and an increase in social inclusion are seen as
important factors on # strategic level. Attempts are being made to use different measures for the
creation of attractive conditions for highly qualified skilled labour and specialists and support the
preservation of the historical and cultural heritage outside the capital.

120. Until now, Estonia has not had a specific agreement and development vision for strategies
regarding higher education in the regions. Development has been rather sporadic and depended mostly
on regional initiative and the interest of HEIs in Tallinn and Talttunay even be said that the
regional aspect in higher education has still not been clearly defined, but many regional policy
documents (not even mentioning the aspirations of local authorities) have recognised the significant
role of higher education imaintaining the development of a region. One of the reasons for the
relatively modest promotion of the regional dimension has been the fact that until #88hg the

Soviet period institutions of higher education only operated in Tallinn and Tate.fiFst decade of

reforms after Estonia regained its independence was aimed at the modernisation of the general
management of higher education and securing the quality of teaching, which is why there have not
been enough resources for the developmenhefrégional dimension. On the other hand, the issue
also lies in the fact that research, development and innovation activities, and the higher education
associated therewith, require a strong business and industrial sector, the presence of which & moderat
in the regions outside Northern Estonia and around the area of Tartu. This is also the main reason why
there are so few research and developments projects betweendnrBIregions outside two regions
mentioned previously.

121. The regional dimension of Higr education has mainly found expression in state
commissioned education being directed to educational institutions outside the two main university
cities. The network of educational institutions that offer higher education outside has been created as a
result of the autonomous decisions of public universities and regional initiatives and through
reorganisation on the basis of the vocational educational institutions that formerly offered professional
secondary study, after the completion of secondary #ducdal0% of all students studied outside
Tallinn and Tartu in the 2005/06 academic year. In the same year, 33% of all Estonian students studied
in Tartu and over half of Estonian university students studied in the capital. Regions mainly offer
studies basd on professional higher education and bachelor study. Few of them offer studies at
Masterés degree level and this is then associated with centrally established qualification requirements

for specialists (e.g. teachers). Specialities aimed at the puldandgce sectors (educational and social
workers) are rather widely represented whereas the options for studies related to industry and
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production are more limited.

Table 4.1. Distribution of university students according to the educational institutiontocated in
the regions®,

Number of inhabitants| Educational institutions | Number of students
offering higher education in

(incl. in private 2005/06 aademic
ownership) according to | year

the structural unitof the
institutions of HEIs in the
regionslisted separately

Northern Estonia 521 410 28 38 878
Central Estonia 142 091 6 1800
North-eastern Estonia 174 809 6 2167
Western Estonia 163 406 5 1697
Southern Estonia 349 353 11 23 745
TOTAL 1 351 069 56 68 287

ESA: Regional Development Database, 2@pnian Educational Information System (EHIS), 2005.

122. The role of the Ministry of Education and Research in supporting the creation of colleges of
public universities has been selective and arising directly from regional politicalinsegsort of the

Narva College of the University of Tartu was caused by the need to assure preparation of teachers for
schools with Russian language instruction in-Milmwmaa, the Parnu College of the University of
Tartu is seen as the leader in training tourism and épkdonomic specialists, and the potential of the
Virumaa College of the Tallinn University of Technology in offering professional HE in technology
fields is based on the industrial profile of the region. The Viljandi Academy of Culture of the
University d Tartu is known in Estonia for its studies in folk culture. The legal status of Viljandi
Cultural Academy changed relatively recently (in 2005) from a national institution of professional
higher education to a regional college of the University of Tartu.

123. In parallel with the creation of structural units of public universities in different regions, four
vocational educational institutions in the regions also started offering higher education based on the
conceptual plan for development of vocational edanapproved by the Government of the Republic

in 1998. By today, one of these educational institutiok®htla-Jarve Polytechni¢ has been merged

with the IdaVirumaa Vocational Education Centre and from the 2005/06 academic year, studies on
the level @ higher education have been transferred to the Virumaa College of the Tallinn University of
Technology. Rakvere Pedagogical Seminar terminated its activities in 2000, whereas the specialty of
social work was transferred to the Ladfieumaa Vocational Hig School and nursery teacher
training to the Rakvere College of the Tallinn Universigtivities of Kohtla-Jarve Medical School

were cutin 2006,althoughsome of the programrovisionstays in the region in the form of the branch

of Tallinn Health Cokge.These steps have led to the situation where-statamissioned education is

no longer duplicated for the same area of studies in different educational institutions in the same
region.

124. The need for state intervention in offering higher education st fogtified in the IdaViru

region, where the share of Estonians in the population only amounts to approximately 20%, which is
why offering higher education in the region clearly carries the idea of supporting the integration
processes. Also, the numbénmung people in the 159 age group in Id&irumaa is also one of the
highest when compared to other counties, being the third largest after Harju County and Tallinn.
Research institutions have been historically located in this region, from the 1968sSaviet period,

13 According to the classifications of the Statistical Office, Harju County is considered the area of Northern
Estonia, Hiiu, LaanePé&rnu and Saare Counties form the region of Western Estonia, Jarva; Laéne
Viru and Rapla Counties are considered Central EstonigyildaCounty is considered Norbastern
Estonia and Jdgeva, Pdlva, Tartu, Valga, Viljandi and V&ru Counties are Sokgtenia.
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which means that launching third level studies has been somewhat easier due to the existence of
historical traditions. The industrial enterprises in the region have a considerable potential as possible
sources of internships and grarids $tudents.

125. In general, the regional dimension of higher education, incl.-statgnissioned education, is
controversial according to current practice. The number of students in many regional education
institutions is below critical mass and they do differentiate from other educational institutions with

the study they offer, they depend strongly on the lecturers of the fiparent universityo (who lecture as

guest lecturers) with regard to staff and they do not have training training programmes that would
connect with clearly developed further education. Educational institutions in regions also differ
significantly from each other in terms of the resources they have at their displosed are structural

units who in all specialties depend on lecturer®wome to teach for a day or two. We also have to
consider that until now, the smlled regional coefficient has not been nationally applied to studies
taking place in regions, which means that resources for conducting studies in regions are allocated on
the same bases as for studies in Tallinn and Tartu. Development activities that contribute to securing
the quality of studies are performed in only a few regional educational institutions. Offering study in
the regions also has a different importanceditferent universities, depending on how the university
defines itself in terms of its focus on Estonia and an international apgdraaistsimply impossible to

cover the development needs of all directions with the necessary resources.

126. Broadening the mtions of estudies through regional education centres has been seen as an
addition to further education in offering regional higher education. In 2004, an initiative was launched
in the framework of the government financedmiversity consortium, whichims to create the option

of selfdevelopment for people living outside the Tallinn and Tartu regions in 10 study centres. Using
the ICT options allows people in different regions to participate in further and training programmes.
Eight of the education ctnes created work together with public universities, and the premises of
public libraries and vocational schools are also used. ICT equipment purchases are financed centrally
through eUniversity and support is also given to educational technologist sordraining in order to
guarantee the even quality of the services of the centres. The project itself is still in its initial stage,
which means it is too early to discuss its specific prospects and volumes.

127. Due to Estonia being such a small country,dwarly defined firegiona policyd has been
designed in the areas of research, development and innovation so far. Both the Ministry of Internal
Affairs and the Ministry of Economic Affairs and Communications support regional development on
the basis of prects (for example, the Ministry of Internal Affairs within the framework of the
international INTERREF, Phare CBC programmes), where local initiative and the quality of
applications are the determining factors. Objects of infrastructure have been thdomeinin
distributing the state budget funds of Estonia to different regions. The support schemes managed by
Enterprise Estonia for the development of business infrastructure, where support is offered to
companies outside Tallinn and a higher rate offsmdincing is demanded from companies in Harju
County that border Tallinn, and stap assistance for new businesses is only meant for companies
outside the capital, can be seen as a certain balance mechanism.

128. Estonia basically has to choose between twectlons in the development of regional
institutions of higher education to create social guarantees (dormitory, transport and subsistence
benefits) for students who come from areas outside the capital and Tartu, which allow them to study in
institutiors of higher education in Tallinn and Tartu or, to define on a national level these regional
education centres that will receive support from the state to guarantee the critical number of students
in the educational institutions and the quality of the etimicdahey offer. Important aspects in making
choices are the decreasing number of potential students (as mentioned in Chapter 1, the number of
potential new students in 2014 will have decreased approximately 60% when compared to 2004) as
well as the needf@reas for highly qualified specialists. The regional educational institutions that have
launched their activities by today may have future prospects in the event of either of these scenarios,
but some colleges may face the need tprddile their activiies from further education to offering
training training and -studies. The future of colleges depends mostly on the largely autonomous
public universities, who have the right to offer further education for a fee in addition te state
commissioned educatio
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CHAPTER 5. ROLE OF THE HIGHER EDUCATION SECTOR IN
RESEARCH AND INNOVAT ION

5.1. Introduction

129. The basis for the current system of organisation of research and development in Estonia was
established at the beginning of the 1990s with the reform of theemyof research and higher
education, within the framework of which the legislation governing national research and development
and the financing system was founded, and alignment of the network of research establishments
together with the institutes ofi¢ Estonian Academy of Sciences with integration to the universities
was launched. Through the whole decade, international research evalfiatayel a significant role

in the preparation of reorganisation, within the framework of which the real lev&tiefice was
evaluated and the possibilities to increase efficiency of the Estonian research system were analysed.
Several (branch) institutes, which were included in applied research activities under the-military
industrial complex of the Soviet Union, reeclosed. The mentioned radical changes contributed to the
reinforcement of higher education and the level of basic research in universities, but this brought along
a drastic fall of applied research and development work oriented to industry. The setctually
liquidated, and such a change was probably the most radical in Central and Easterfi.Europe

130. International cooperation and, particularly, participation in the European Union framework of
research and development for Central and Eastern Esiope 1993 has had a remarkable effect on

the upgrading of research and development. In addition to the fact that larger amounts of financial
instruments became available for Estonian researchers, participation in international cooperation has
created pasibilities to create contacts, opportunities for the introduction of new technologies and for
the acquisition of modern management competence.

131. The first research and development strategy was approved by the parliament at the end of
2001. For the first tim, the priority key areas of R&D were determined in a strategy-fisedly
information technologies and development of information society, biomedicine, material&s
technologies), and objectives were set to achieve a total growth of expenditure oohresehr
development of 1.5% of GDP by 2006, to reinforce development of coherence mechanisms between
development and entrepreneurship, to develop international cooperation and public knowledge on
opportunities offered by R&D. Although development has notg@eded at the expected rate since the
approval of the strategy, the document has been of enormous importance particularly because the topic
of R&D became a part of the highnking public policy agenda. Implementation of the EU Lisbon
Strategy, in the cdaxt of which knowledge of the relevant issues in the public sector and business
organizations has been increased, has intensified the actuality of R&D issues.

5.2. Structure of the research and development and innovation system

132. R&D and innovation policyin Estonia, under the management of the Prime Minister since
1993, is designed by the Research and Development Council (hereinafter RDC) which advises the
Government of the Republic in matters relating to research and development strategy, directing
theréy the systematic development of the national research and development and innovatidh system
The RDC presents its opinion to the Government of the Republic on the national research and

1n 19911992, the Swedish Royal Academy of Science helped to organise the first evaluation, and the second
evaluation was carried out by the Estonian Research and Development Council in 1994.

5 5 Radovisevic, ARestructuring and Reintegration of Science and Technology Systems in Economies in
Transitiono 1996, re-cited from the document ATeadus- ja arendustegevus Eestis 26@10
(AResearch and development in Estonia 2000-2001).

'® The historical roots go even further back till 1990 wipeedecessor to RDC was formed under the name of
Estonian Scientific Council desti Teadusndukogu
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development plans presented by ministries; submits a report oncleseal development in Estonia
each year; and advises the Government of the Republic on the establishment and reorganisation of
research and development institutions and the termination of their activities.

133. The Research Competency Council is an advisoy o the Minister of Education and
Research, which is of strategic importance in designing the research policy in Estonia. One of the most
important tasks of the Council is to make proposals concerning the targeted financing of research
themes at resear@nd development institutions and makes proposals to the minister for the approval
of the results of the evaluation of research and development.

R&D Structure in Estonia
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134. For improving interrelatedness between R&D and innovation and entrepreneurship,
enhancing cooperation fseeen R&D institutions and enterprises, atichulating introduction of new
knowledgedriven technologies on a national level, the Foundation Enterprise Estonia (hereinafter
FEE) has been established. The foundation, which is one the largest institlisoppart structures
to Estonian national entrepreneurship, provides financial products, counselling, cooperation
opportunities and training to businesses, research institutions, the public sector and the third sector.
The resources of the Structural Furids the economic development, access to which was opened
after joining the EU, were allocated through FEE in order to improve the infrastructure situation of a
small number of R&D institutions that had high competence in priority areas, from the puietvof
of economic growth. Likewise, FEE administers the international SPINNO cooperation network,
which assists
o0 the establishment of an advantageous and motivating environment in R&D
institutions/higher educational establishments, through cooperatiorthgithusiness
sector,
0 provides necessary assistance services to staff members of R&D institutions/higher
educational establishments in the transfer of knowledge and technology,
o0 makes information available for entrepreneurs regarding the services andatioope
opportunities with R&D institutions/HES.

135. The administration of individual small grants is one of the tasks of the Estonian Science
Foundation (hereinafter ESF) established in 199 funding is allocatedn the basis of an open
application preedure. Compared with largeale projects of collective grants allocated by RCC, the
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grants of ESF are quite smalin 2005, the average size of a grant was 122 500 kroons (7850 EUR)
and was aimed at participation in international cooperation networliscantributing to the
preparation of the next generation of researchers by assisting PhD students participating in grant
projects with fellowships and reseaneated travel expenses. The grant decisions of the eight expert
committees of ESF, as opposedite case of the RCC, are not approved by the Minister of Education
and Research, but by the council of ESF which is appointed on the basis of a regulation of the Minister
of Education and Research. The functions of the ESF are currently being reor@achsedies will

be made in the management structure, integrating the work of the existing eight committees of experts
into four committees.

5.3. R&D Financing System

136. Compared with the other EU member states, a quite low level of R&D investments is
characeristic to the Estonian economy. Total R&D expenses in 2004 formed only 0.91% of GDP,
compared with the EU average of 1.90%. The main reason is small investment in R&D and innovation
by businesses. The investments of businesses in R&D formed only 38%egpahses of R&D in

Estonia, compared with the EU average of 55%. Based on research data carried out on the basis of a
similar procedure in all EU Member States, the innovation expenses of businesses in Estonia in 2000
formed only 1.43% of the turnover tfe businesses, whereas, at the same time, the EU average figure
was 2.15 %.

137. National financing of R&D from the state budget and GDP also fall considerably behind the
EU average. National financing has been increased slowly as from 2000, forming in.2093d)

GDP1 only 60% of the EU average. As a percentage of GDP, Estonia contributes less than half than
the developed knowledgilriven economies (Finland, Sweden), and thus, this is a great obstacle in the
training of a critical mass of top specialistalan the development of competitive trends of R&D.

138. The planned financing objectives (in 2008.9% of GDP and in 2006 1.5% of GDP) as set

in AKnowledge-based Estoniad (the research and development strategy for 2002 i 2006), have not

been achieved. A ajor setback, as regards the objectives set in the strategy, took place in 2004 when
European Union structural resources were provided for Estoniain order to supplement country& own
budgetary resources for R&D and innovation. Instead of combining thap&am resources with the
government funding, substitution was carried bytrimarily concerning the measures of innovation
policy.

139. The Estonian position, as provided for in fiAction plan on the growth of economy and
employment of Estonia" and approved hg government on 13 October 2005 for the implementation

of the Lisbon strategy, is to reach 1.9% of GDP for R&D investment by 2010, whereas investments of
the public sector should reach 1.05% of GDP. The objective of the Lisbon strategy, a 3% share of
GDP,is planned to be reached by 2014, whereas the share of the public sector will be increased to
1.2% of GDP. In this, the government has proceeded from the principle of setting realistic and
achievable objectives, based on a conservative prognosis, arehth&img compliance.

140. The intensive growth of R&D expenditure by the private sector has been positive, resulting in
a 23.7% growth of the share of technological development aimed at the development of new products
and services in 1992003. Although the mportions of basic and applied research and technological
development have not achieved the dimensions of the proportions in developed countries, the new
measures applied in 20@005 and the launching of new national R/D strategy give reason to believe
that the growth trends will continue.

141. The bases for finance system for the budgetary financing of R&D and innovation has been laid
down in the Organisation of Research and Development Act. The overview about the R&D financing
structure is provided in appendidiagram B8. In 2005, the finances directed to budgetary R&D and
innovation totalled 837 million kroons (including European Union structural instruments). The
capacity of the larger financial instruments was the following: targeted finaicR®0.4 milion

kroons (14.8 MEUR), grant financirig 94.8 million kroons (6 MEUR), badme fundingi 64.4

million kroons (4 MEUR), national programmés66.9 million kroons (43 MEUR), assisting R&D

and innovation of FEE 285 million kroons (18.3 MEUR). As a newéancial instrument, badae
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funding, which is based on such criteria as research publications, patents, number of Doctoral level
degrees and share of R&D contractual capacity, was introduced in 2005. The comparison of the
division of R&D expenditure bgrea in 1996 and 2003 is given in the Table A21 in annex. The private
universities have not been able to meet the conditions for financing, consequently they have not
received research funding.

Figure 5.1. R&D expenditure by sectors in current prices, irl9962004 (thousand kroons)
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Source: Statistical Office of Estonia, 2005

142. All R&D funding instruments of the public sector are administered on the basis of an open
application procedure using projects, and all applicants muggistered in the Register of Research

and Development Institutions in order to participate in the procedure. There is no research funding
allocated directly from MOER to ingtitutions without open competition. Institutionsd research budgets

build up basedn the performance of individual researchers and research groups. Thus, the funding is
allocated to research groups with fithe labelo and it is not the subject of political negotiations between

MoER and institutions or within institution. Although the R&rategy has formulated the national
priority areas, the main criterion for grants allocated through the Ministry of Education and Research
is the quality of the proposed projects and project performers (e.g. efficiency figures of the earlier
work done bythe grant team on the basis of bibliometric and other data, formal educational
gualifications of the members of the research group etc.). Thus, R&D In addition to the Ministry of
Education and Research, other ministries responsible for the organisati®&Df in their
administration area and for its funding coordinate R&D activities connected with their relevant areas.

143. The special programme for centres of excellence in research has been in operation since 2001.
The aims of the programme are

o Creation of caditions for high level research compatible with the strategy of research
and development in Estonia;

o Establishing the conditions for Estonian centres of excellence to join the international
network according to the EUGs research policy;

o Encouraging coopation between the research groups working in the close or
complementary areas;

o0 Creation of a mechanism for elaborating, developing and implementing innovative
ideas.

The objectives and a set of criteria for the selection of centres were proposed Rgstaach
Competency Council, using largely the Finnish experience. The procedures for selection involved
assessments of the international pesfew and suggestion by the Research Competency Council to
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the Minister of Education and Research for approkatonian centres of excellence are Centre of
excellence in Analytical Spectrometry, Centre of Basic and Applied Ecology, Centre of Behavioural
and Health Sciences, the Centre of Cultural History and Folkloristics in Estonia, Estonian Biocentre,
Institute of Physics of the University of Tartu and Centre of Excellence for Gene and Environmental
Technologies. The overall allocation from the state budget for the research excellence centres in 2006
was 39.3 million kroons (2.5 MEUR).

5.4. Higher education setor&rolein R& D system

144. Universities play the key role in the Estonian R&D systénas centres creating new
knowledge. The share of the higher education sector in all state research and development activity
funding was approximately 45% in 2004, and highéucation and R&D activities are concentrated,

with a few exceptions, in four public universities and related institutions. The private universitiesd

main priority is to provide study on a specialestel, carried out mainly in scalled soft areas, gbe

extent of Doctoral study and R&D is very limited. Pursuant to current legislation, the main objective
of institutions of professional higher education is teaching, performing applied research is secondary.
There is no earmarked funding in state budgetthese purposes, PHEIneed to compete for the

R&D funding on equal footing with universities and institutes. Although the personnel of institutions

of professional higher education include research staff, the requirements extend to them on a common
basis with universities, without specifications. Over the past few years, institutions of professional
higher education have started to increase the extent of their development projects for business, but no
official statistics exist on the financial exterfittbese contracts.

145. The higher education sectorés R&D is mainly financed by the state whose development funds

and investments made up almost 70% of the sector&s total financing in 2004, with 20% coming from
foreign source$ international funds, pursuatt contracts and as foreign remuneration for contract
work. The private sectords role as a donor was relatively small - around 6.5%, the rest of the funding
was carried out from the higher education sectors own funds and the funds of the profit-making
sedor.

146. In observing the distribution of resources in the higher education sector, the leading role of the
University of Tartu becomes very cldaboth in the number of defended degrees, issued publications,
approved patents and the financial extent of #uguired development funds and contracts.
Comparison of the abovementioned four public universities is given in Figure 5.2. In addition to the
said universities, the Ministry of Education and Research, within-atatenissioned education, also
allocates dctoral study places for the Estonian Academy of Arts and the Estonian Academy of Music
and Theatre, but the extent of their PhD studies is marginal, approximately 2% of the overall
commission.
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Figure 5.2. Percentage of research publications, patentsgfgénded Doctorates and percentage of
R&D contracts in universities (20022003)
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Source: Ministry of Education and Research, 2005
Explanation: the aggregate comprises weighted combination of different components (publications,
etc.), which provide the basis for the allocation of state research basic financing.

UT T University of Tartu, TUT Tallinn University of Technology, TiUTallinn University
EAUT Estonian University of Life Sciences

5.5. Quality assessment of research drdevelopment

147. Pursuant to the Research and Development Organisation Act, every research and development
institution must be assessed at least once every eight years. The objective of the evaluation is to assess
the activities of R&D institutions and develment themes covered by them, based on the
internationally recognised R&D level of the respective area, identify and point out main shortcomings
in the evaluated R&D area and give recommendations regarding the development of R&D areas and
regarding questits on the strategy of research and development activities. Evaluation of research and
development activities is carried out by an ad hoc evaluation committee of three to six members
(hereinafter referred to avaluation committge which includes at leashree outside expert3he
organisation of the work of committees is coordinated via the Higher Education Accredition Center,
under Archimede$oundation.In a research and development institution, the evaluation committee
may be accompanied by a reprdatime of the Research Competency Council. In the case of a public
sector organisation, evaluatioelated expenditure is covered by the state budget through the budget
of the Ministry of Education and Research.

148. The evauation committeets work is based on the research and development institutionés self-
analysis report, followed by a visit to the ingtitution. A written summary of the expertsd work must
include an evaluation based on the following criteria:

1 research and development activitiesd substantive quality and novelty compared to an
internationally recognised level and the topicGs significance for Estoniads economy, public
sector and culture;
1 qualification of the executors of development topics compared to an internationally recognised
level and theisustainability considering the next generation of young researchers;
research environment, including the existence of financial resources, equipment and premises;
national and international cooperation, research group membersd participation in international
and Estonian research organisations and their management, as well as in scientific political
assemblies, periodicalsdeditoria offices and conference organisation.
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149. The results of assessment exercise have strong impacts as these are bases fatihankdem
structural changes for target financing. Due to the problems of comparability of marks given to
research groups during assessment exercise from different areas these are not used face value for
decisionmaking. However, there is a perception tharks above Mo (or Aigoodd) affirm the high

quality, and less than fi30 (or fisatisfactory0) are problematical. Weak results in research evaluation are

the reason for rejecting the sta@mmission to PhD graduates in specific area at particular university.

By law negative mark in evaluation excludes the possibility for target financing. The results of
evaluations are also considered when there are decisions made for selecting Doctoral schools
partnership candidates, grant allocations for foreign studeRtsDrievel, etc.

150. Regardless of limited resources, evaluation and compehbtsed financing have increased

the quality of our researchers. For example, the number of Estonian researchersbarticles published in
high-level periodicals indexed by IS| WEH Science has doubled since 1993 and forms 0.07%. More
than half of higHevel publications are written on physics, clinical medicine, chemistry, botany and
zoology, geology. According ttSI Essential Science Indicatomhaterials science stands out e t
country ranking, based on the significance of articles (reference compared to the respective areals
average) and holds fifth place in significance ranking. Pharmactdsdgology, botany and zoology

and environmental sciences and ecology also rankla éibove the average of significance, and
chemistry ranks very close to the average. The growth in significance of materials sciences (60%),
immunology, molecular biology and environmental sciences and ecology reflect the fastest
development in the lagiiree years.

151. Relatively big success in receiving predominantly compethivged foreign aid also shows

the competitiveness of certain R&D trends. So the percentage of foreign financing in Estonia was
15.2% of R&D total expenditure in 2003, compared toEkés ca 7%. The success rate was high in

the EU %' Framework Programme, where 195 applications of 809 or 24.2% have been successful.
Specific projects under the topics such as Quality of Life and Organisation of Life Resources, User
friendly Information Society, Environment and Sustainable Development, Energy and Sustainable
Development, and Development of Human Potential were the most successful.

5.6. Human capital for research and development

152. To develop a knowledgeased society and economy, Estoniads compared to the current
situation, a relatively bigger number of researchers and engineers who on the one hand would ensure
the R&D of the public sector and the sustainability and competitiveness of the higher education
system, and on the other handuld form an innovative business R&D human capital. According to

the experience of developed countries, both the public sector and other fields of life need
approximately the same number of degne&ling highlevel specialists.

153. Although the number of rearchers and engineers per 1,000 inhabitants (also in the
calculation of fulltime work) has increased a little, there is still a big development gap compared to
developed countries. In 2003, a total of 4.6 researchers and engineers per 1,000 empl@yees wer
employed in Estonia. The respective average of OECD countries is 6.5, in Finland 15.8, in the EU 5.8.

Figure 5.3. demonstrates the dynamics of the change in the number of researchers and engineers by
institutional sector in 1998004, where the consistegrowth of R&Drelated individuals working in

the business sector over the past few years has given ground for moderate optimism. Estonia does not
collect official statistics on how the working time of R&Blated individuals is divided between R&D
activities and teaching, thus it is not possible to present the respective statistics.
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Figure 5.3. Resear cher sband engineer sototal equivalent of full-time work by institutional sector,
19962004
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154. The state commissions PhD only from public universities, as the commission is based on the
existence of accredited study programmes and positively evaluated research groups. The extent of
research funding is also important. Over the pastyfears, the commission distribution by fields of

study has remained stable, but based on the priority of research areas, the fields of natural and exact
sciences and technology, manufacturing and construction are preferred. The extent -of state
commissionededucation per academic year has varied from 220 to 250 in the past few years.
Considering the relatively low effectiveness of Doctoral studies, the universities have significantly
increased admittandemore than 440 Doctoral candidates began their studibe 2005/06 academic

year. Figure 5.4. demonstrates the distribution of Doctoral candidates by institutions in 2004/05.

155. Arising from historical traditions, Doctoral studies in the natural and exact sciences form the
largest share in Estonia38% in he 2005/06 academic year, followed by the social and behavioural
sciences 17%, technology and manufacturin@4%, humanities and artd3%, health and welfare

8%, agriculture 5%, service 3% and education2%.

156. Although the number of graduatestn the fields of research and technology has increased in
the past few years, its percentage of all graduates is still significantly lower than the EU average and
even more so than the respective figures in Scandinavian countries. The increase in theohumbe
graduates from research and technology has unfortunately not been accompanied by a significant
increase in R&D employees (in fitlme work). This may imply a brain drain and the fact that not
enough attention has been paid nationally to supportmgrdation of attractive jobs suitable for the
graduatesdqualification in the Estonian economy.

157. The addition of 300 individuals with a Doctoral degree every year is considered a sufficient
preparation for the new generation of teachers and researclietiegoublic and private sectorsd

needs for highly qualified specidists. The number of graduates from Estonian universitiesd Doctoral

studies has increased significantly over the past few years (200208 defended PhDs, 2003/04

138, 2004/05 118),but it is still a good deal below the expected. Problems result partly from-under
fundingi spending per researcher/ engineer (in FTE) in the enterprise sector was 2.8 times higher than
in the higher education sector (respectively, 763 600 kroons in cmmpdo 271 900 kroons, 2004

data).
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Figure 5.4. Number of Doctoral candidates in universities as of October 1, 2004
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158. At the same time certain problems are also born from the organisation of PhD programs at
universities. In 2004 six public univetisis with the leadership of University of Tartu carried out the
survey for analysing the reasons for low PhD studies. The project concluded with the following
results:

o0 The topic of PhD theses is selected by the Doctoral candidate alone in 75% of cases;

0 Oneof the biggest concerns for PhD students is the availability of advisers for the
thesis. Often, academic advisers are occupied with multiple tasks that makes them
unavailable for students;

0 Almost one third of PhD candidates in the survey admitted thateata advisers
were nominated only caformal bases;

0 One third of PhD students were nominated adviser who did not have a research grant/
project and, hence, students were unable to contribute in the research group;

o0 Limited scholarship funding enforced Phfludents take up tasks that were not
necessarily related to their research topic.

159. In thelight of the above, several mechanisms have been launched on the initiative of the
Ministry of Education and Research, theeaftect of which should contribute toghimprovement of

the situation. The measures introduced were increase in scholarships for PhD candidates since 2004,
launching the pilot projects of Doctoral schools, mobility support for various periods, preferably in
Doctoral studies as of 2003/04 (tdesser extent aso to young teachers and Masterés candidates),
assignment of Doctoral candidates to foretgnversities for fulltime studies with an obligation to

defend a degree over there and return to Estonia (since 2002/03), and openingnatasson
education places for foreigners on equal conditions with Estonian Doctoral candidates.

160. On university level, more attention has been put into the efforts to improve the organisation of
studies since then. There is a special follgpvproject to the ady referred earlier. The development
project is supported via structural funds. It covers 28038 and is aimed for analysing and
restructuring PhD programs, developing the contractual system for PhD studies for raising the
efficiency, etc.
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5.7. Role ofinstitutions of higher education in innovation, cooperation with businesses,
intellectual rights

161. The current legidation on integrated projects does not differentiate between the universitiesd

R&D activities and the respective activities of compariggaprise Estonia is implementing several
programs, which are promoting the R&D activities in industry and cooperation between industry and
R&D institutions.

162. The R&D projectfinancing program is providing applied research and product development
grants fordeveloping new or improved products and services. Both companies and R&D institutions
may apply for this grant, but R&D institutions must always show the company involvement in their
applications. The program was launched in 2001 and during these yeamop@s have been
financed in amount of 28,1 million EUR. Approximately 75% of financed projects are submitted by
industry and 25% by R&D institutions.

163. Estonian competence centre progrisnproviding support for establishing new industry that

are ownedand governed in cooperation of industry and universities. Although the majority of
ownership must belong to industry. The main aim of these centres is to carry out strategic basic and
applied research for its owner companies. The results of competeneesaesearch are inputs for
companiesd product development activities. Since 2004 five such centres have been established in

fields of nanotechnologies, food technologies, embedded system and cancer diagnostics. Currently
there are around 30 companies ahduniversities and R&D institutions involved in Estonian
competence centres. During the period of 20086 the financing for the program has been 9,1
million EUR.

164. Spinno programis an initiative aiming for better utilization of Estonian research by our
industry. This program supports the active marketing of R&D institutions services, cooperation
opportunities and intellectual property to companies through many different activities. It also provides
in-house administrative support for academic persomyigigt to establish cooperation projects with
industry. The program was launched in 2001 and currently there are 10 R&D institutions and higher
education institutions developing cooperation with industry with the help of Spinno program. During
the period 020012006 the financing for the program has been 5,7 million EUR.

165. Incubators and technology parlGurrently there are three walktablished technology parks

in Estonia. Two of them are publicly governed parks and one is based on private capitdition ad

there is also at least eight already established or just about starting incubators. In 2005 Enterprise
Estonia launched a program for supporting the establishment of incubators. The program provides
financing for developing services for companiesaled in incubators. Budget for this program is
almost 1 million EUR and at the moment it is mostly covered with financing decisions. There is also a
program being designed for developing the infrastructure of technology parks. This program will
launch duing the second half of 2006 with the initial budget of 3,6 million EUR.

166. The cooperation between HE] research institutions and industry is gradually strengthening,
but the mobility schemes for researchers from both academic and industrial sectarhfomgexof

staff have not been in place. Special schemes are in the phase of preparation within the Ministry of
Economic Affairs for the new EU programming period (2Q02.3).

Intellectual Property Right§’
167. The most important document for intellectuadgerty rights (IPR) in Estonia is the Copyright

Act. The Patents Act regulates the legal protection of patentable inventions. All universities have their
own detailed IPR principles. The author has copyright in the work as of the creation of the work. An

" This part of the chapter is extract from the text provided in the following web page
http7//www.smartestonia.ee/index.php?page=t@ned the Archimedes Foundation.
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author also has copyright in the results of the intermediate stages of creating a work (drafts, sketches,
plans, figures, chapters, preparatory design material, etc.). The original title of a work is subject to
protection on an equal basis with the woselt.

168. Moral rights and economic rights constitute copyright. The moral rights of an author are
inseparable from the authoré person and are non-transferable. The economic rights of an author are
transferable as single rights or a set of rights for agehasr free of charge. The author of a work
created under an employment contract or in the public service in the execution of his or her direct
duties has moral rights in the work. The economic rights of the author are transferred to the employer
unless dierwise prescribed by the contract.

169. A work purchased lawfully may be reproduced for private use without the authorisation of its
author and without payment of remuneration. The public performance of works in the direct teaching
process without the autheation of the author and without payment of remuneration is permitted if
the name of the author of the work is duly referred to. Patents legally protect inventions. An invention
is patentable if it is new, involves an inventive step and is susceptibielustiial application. A

utility model, like an invention protected by a patent, must be new; but, compared to the latter, it has
lower inventive step requirements. The author of the invention is entitled to apply for a patent or a
utility model.

170. In Estonan universities there is a general principle that the economic rights to industrial
inventions created in the execution of duties are transferred to the employer. In the case of inventions
and utility models, the economic rights are transferred to théogemon the basis of a contract. Such

an agreement maybe included in the employment contract or concluded with a separate contract.
Applications for patents and utility models should be presented to the Estonian Patent Office. The IPR
regulations of univesities are available at their web pages.
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6. ACHIEVING EQUITY IN AND THROUGH TERTI ARY EDUCATION

6.1 Student population

171. Over the last ten years, the number of people pursuing tertiary education has grown from
about 27 000 to over 68 000 in Estonia (1:2985). The population, however, has decreased from 1.5
million to 1.35 million over the same period. The number of people enrolled in higher education today
is about 5 percent of the population.

172. Figure 6.1 shows the upsurge in the student populatioBstdnia over the last decade.
Especially fast was the growth in 1998 and 1999 (18% and 22%, respectively), when the number of
students rose by almost a fifth in both years. In recent years the growth rate has slowed down and is 2
3 percent a year, which @es an average increment of about 2000 students. In the last year the growth
has been 527 students, which makes the rate less than 1%.

Figure 6.1. Change in the total number of students in tertiary education from the academic year
1993/94 to 2005/06, # number of students and the percentage change from the previous
academic year
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173. The student statistics can also be explained by a change in the number of higher education
institutions in the same period. 1i 1980 and in 1990 only six public universities provided tertiary
education, the number of higher education institutions had risen to 20 by 1993. In 2000 it was near 50,
and in the current academic year Estonia has 39 HEIs. The increase in the numhsratbdred
establishments is largely accounted for by a speedypset private institutions, and the introduction

of professional higher education programmes in vocational schools.

Distribution of students by the source of funding for the student place

174. From year to year, student enrolments in tertiary education have increased, both in respect of
academic and professional higher education. This can be explained by the changed higher education
system that is muktentred and more flexible, but also tlaetfthat young people ever more realize

the value of education. This, in turn, has brought about a continued growth in the proportion of fee
paying students.
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175. In 2005/2006, the students studying in sfateded student places account for 46 percent and
the students in nefunded or fegpaying places account for 54 percent of the total student population.
The number of fepaying students is growing from year to year (as shown in Figure 6.2). The
proportion of tuition fee based education is growing firgt Bmmemost in public universities and state
educational institutions. In the biggest Estonian univeiisitiie University of Tartu the students
admitted to tuition fee based study places represent 44 percent of the Universityé student body.

Figure 6.2. Number of students and their percentage in stateommissioned and tuition feebased
student places, from academic year 1993/94 to 2005/2006
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176. The number of students in fistate-commissioned educationd has increased from 22 667
students to 31 386 students over the last ten years-gI¥¥), i.e. there has been a-fires rise. The
number of students fituition fee basedd part has grown from 4 567 to 36 901 students, or by 8 times.

In fact, we can have a picture of the growing student numbers only by comparing the data for a
specific age group (see Figure 6.4). The proportion of students in fistate-commissioned student placeso

in the age group 209 years has increased from 12% to 17%, the proportion eStatesupported
students has increased from 2% to 19%. This implies that government funding has created opportunity
for ever more young people tansue tertiary education for free. However, the demand for higher
education has grown considerably faster.
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Figure 6.3. Percentage of students in statmommissioned and tuition feebased study places in
age group 2029 years
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Academic and professional higher education

177. During the last decade, more practically oriented or professional higher education has
vigorously emerged in addition to academic higher education (see FigurB&ct)ral enrolments as

a percentage of total student enrolments in higher education have been relatively stable over the last
ten years, ranging between 2.3 % to 2.9 %. Students enrolled in studies leading to the award of a
MasterGs degree represent 14 percent of the total number of students in the academic year 2005/2006,
eleven years ago this indicator was 10 percent. The proportion of students in bachelorés studies has

dropped by a third in the last decade. Diploma studies and vocational higher edataties have

been integrated into professional higher education studies since 2002.

Figure 6.4. Students in diploma/degree studies, 192905
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Distribution of students by gender

178. The gender gap betweemle and female students in Estonia is growing. In 1993, there was a
balance between the sexiedemale students represented 51 percent of the student population, and
male students even constituted the majority of enrolments in diploma studies. In 2Q#lB, Saidents
represented 62 percent of the student population.
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Figure 6.5. Female students per 100 male students, 198305
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179. Figure 6.5. shows how the gender disparity has been otigsaowing, rising from the 1993
nearbalance level to the 2005 level, where there are over 160 female students for every 100 male
students. The variance in professional higher education is bigger than in academic higher education.

180. In academic higherdeication, the average annual increase in the proportion of female students
from 1997 to 2003 has been 5.5 percent. A more detailed analysis shows that by 2005 the number of
female students per 100 male students in academic higher education was as ¥68awbachel orés

studies, 164 in integrated bachel orés and masterés studies, 196 in masterés studies and 115 in doctoral

studies. The gender gap is the smallest in doctoral studies, where the number of female students
exceeded that of male students in 2/98 for the first time.

181. A similar disparity is evident in the data for the new entrants during the same period (see
Table 6.1). The gender gap widens in favour of female students across th200g29&dmissions,
reaching the peak in 2001 and slowly dgoly in the following years (except in 2003).

Table 6.1. New entrants to HE programme$, female students per 100 male students, 199804
1993 ] 1994 | 1995 | 1996 | 1997 ] 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004

92 95| 108 125 134| 137| 144| 166| 171 159| 164| 158
Source Statistical Office, 2005

182. As regards entrance applications, the proportion of women has been even bigger throughout
the years for instance, 112 female applications in 1993 and 172 female applications in 2004 were
received for every 100 male applicat® On the one hand, this may mean that men are
disproportionately less interested in higher education studies. On the other hand, however, this may
show womends fAdiligenceod in submitting applications for entry to more subject areas, but aso that

men havaleliberated over the decision to apply and are more readily admitted and/or that the entrance
competition is lower in the field of study popular with men.

Age distribution of students

183. Inten years, the average age of students has grown. One defigiie i®the prolongation of

general secondary education from 11 to 12 years, and this is why the formal age for starting tertiary
education studies is 19 years. There is also another tendency: the proportion of students aged 25 and

'8 ncluding all types of HE programmes, also PhD training.
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over has increased (asosm in Figure 6.7). Solely the larger number of students in masterés and
doctoral studies cannot explain this.

184. Another reason here is the inability of people to enter tertiary education due to the
unfavourable economic conditions in the 1990s, and tlsgppoement of studies, proved by the fact

that in 1993 there were only 8 percent of mature students (aged 30 and over), whereas in 2005 they
accounted for 22 percent. This age group (30 and over) is dominated by female students (see Table
A10. in the Anne)x In 2003, there were over 14 600 mature students and, in 2005, 14 900 mature
students (aged 30 years and over) enrolled in higher education. In 1993 the number of students of this
age was slightly over 2000.

185. Another reason for the changes in the agéribution of students is the growing popularity of
tertiary education. The early 1990s was the period of thealked cooperative enterprises, where
active enterprising was very popular with young people, and higher education was not considered to
be a piority. Many were forced to quit studies because of work. Due to the rise in the standard of
living in the meantime, paid higher education has become more accessible. Employers, too, are laying
greater emphasis on higher education, including it in jobirepents.

Figure 6.6. Breakdown of students by age, 1993 and 2005
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Distribution of students by language of instruction

186. In 2005, 6891 students (or 10% of all students) pursued higher education in then Russia
language, and 1007 students (1.5%) studied in the English language. 31 percent of the Russian
language uppesecondary school leavers have continued their studies in goverimdad student

places in some higher education institution. The respectilieaitor for the Estonian uppsecondary

school leavers is 39 percent. Given the need for mastering the Estonian language in order to complete
the studies, the Ministry of Education and Research has supported the provision of advanced Estonian
language cases for new entrants. The language courses are offered during one year for those students
who have been admitted to a fistate-commissioned student placed according to the entrance ranking,

but whose Estonian language proficiency is below the required ldeglever, it has been debated

that agreed level of Estonian (below of what the state funds additional year) is too low for students of
Russiarspeaking background to take courses in higher education level. Therefore, some&tEl
launched special suppg@rograms for first year students with language problem (e.g. TLU).

Nominal duration of study and graduation
187. The proportion of students who graduate after completing their studies within the nominal
duration has been falling over the years. Therensjar variance in professional and academic higher
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education. In the former group, approximately 70 percent of students graduate after the nominal years,
in the latter group the number of graduates dropped to nearly 50 percent by 2004, both in respect of
public and private universities. The indicator is the highie®7 percenti for state educational
institutions. In academic higher education studies, female students are 1.4 times more likely than male
students to complete studies within the nominal domativhereas in professional higher education
there is almost no difference.

Table 6.2. Proportion of graduates after nominal years of study by type of educational
establishment, 19962004

Type of higher education | 1996] 1997] 1998] 1999] 2000| 2001] 2002] 2003] 2004

Public universities
Professional 48,0%| 61,1%| 71,8%| 66,4%| 72,4%| 76,8%| 70,9%| 58,5%)| 44,6%
Academic 60,1%| 58,4%| 45,7%| 50,6%| 46,3%| 52,5%| 52,2%| 51,3%| 47,8%

State educational institution|
Professional 92,5%| 91,8%| 91,8%| 88,8%| 92,5%| 87,9%)| 90,8%| 91,1%| 87,3%

Private educational

institutions
Professional 95,2%)| 84,6%| 90,3%| 83,5%| 71,9%)| 78,2%| 69,6%| 74,6%| 72,0%
Academic 90,3%)| 90,6%| 79,2%| 71,3%| 59,7%)| 66,6%| 54,0%| 55,1%| 52,4%

Source: Stastical Office

188. In 2003/2004, 10 235 young people completed studies under higher education curricula. If the
majority of students in vocational and professional higher education graduated within the nominal
duration, then every second student in bachelorés studies exceeded the nominal study duration,
whereas only 35 out of 100 male students completed their studies within the nominal years.

Withdrawal from studies

189. The percentage of students withdrawing from studies in the total number of students was 13.9
percent in 1993/94, dropped to 10.9 percent in 2001/02 and started to go up again, reaching 14.1
percent in 2004/05. Twthirds of those who discontinued studies in 1993 did so because of academic
deficiencies, but less than one third in 2005 (EstoniatisBtal Office, 2005).

190. There is not much difference in the withdrawal rate across academic and professional higher
education, but across the gender of students. In 2003, every sixth male student discontinued his
studies, but only every tenth female stotidid the same.

Table 6.3. Withdrawal from studies by level of education and sex (in %), 2005

Educational level Total Female |Male
Professional higher education 14.1% [20.8% [10.2%
\Vocational higher education 30.2% 30.0% [30.5%
Diploma studies 151% [17.0% [13.7%
Bachelorés studies 14.2% [17.9% [11.8%
I ntegrated bachel orés and masterds studies|9.3% 10.7% [8.6%
Masterds studies 15.9% [25.6% [10.9%
Doctoral studies 8.0% 6.7% 9.2%
TOTAL 14.1% [18.8% [11.2%

Source: Statistical Office; EHIS (8.11.2005)

191. There is no data collected on the ethnic background and-sccimmic status of students,
Also there is no gathering of information regarding how many students work during their studies,
although, participation in Eurostudent project in 2006 will gieene information in this regards. The
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data about region of residence of students can be collected but the information is not reliable due to
specifications of registration principles for residence in Estonia.

192. In 2005, there was a survey carried outhmy Wniversity of Tartu researchers with the purpose

to analyse the reasons behind withdrawal from studies. As findings suggest, the impact of weak career
service development has clear results on choices young people do. Often, withdrawn students admit
that they had made a wrong choice at first place in regards to the future profession. That by itself
affects their study motivation. The reason can be also that some student may not have succeeded in
their aspirations as some fields are very competitive tangetd then the studying decision is made

on the bases what are the available places where one does not need to pay tuition fee. Respondents
also admitted that did not have necessary skills to be successful in higher educatiori shayielid

not haveexperience in taking notes, prepare for examinations, look for literature, write essays (Must,
2006). Due to the need to assist students and changed of financial principles institutions have started to
offer tutoring opportunities, especially in the aredeere there is high dropout rates (e.g. technology
fields).

6.2. Policies in the tertiary education system to advance equity goals

193. No direct research has been carried out on the contribution of tertiary education to social
mobility in Estonia. The masevident policy for equal opportunities has been the provision of free
education on a higher education level, and this has been supported by all the recent coalition
governments. From time to time, public debates are launched on the topic of introchivengal

partial fees but most of the political parties in the parliament have not included this approach in their
party programmes. However, as private education entails by nature strong private benefits and the
Estonian taxation system is based on at#atrate, the question will certainly remain on the public
agenda for the coming years.

Legislation for the enhancement of equity goals

194. In order to support young people in their pursuit of sestondary education, there have been
intentions to offer again social safeguards for students in need. However, differently from many other
countries this support system is not metasted. During the preparation of the Study Allowances and
Loans Act in 20022004 meargested system management was proposediliagtthe establishment

of centrallybased centre (under the Ministry of Social Affairs) for keeping the necessary background
information regarding the students, and managing the payments. However, the idea was not supported
by the political parties repsented in the parliamedue to the grave difficulties in measuring income

level. As a result, the overall concept was changed to supporting the students most successful in their
studies.

195. The system of social safeguards comprises educational assigtamasion of government
guaranteed student loans and grants) and tax concessions on tuition fees. The integrated types of
assistance are the educational allowance and the government guaranteed student loan, which are aimed
at offering government aid fahose pupils and students who are capable of completing their studies
within the nominal duration. The rest may cover their living and tuition costs througgovemment
guaranteed loans. The student allowance is allocated to institutions that havengoeréo contracts

with the Ministry of Education and Research but payments to students are not dependent on whether
one is studying in a statmmmissioned student place or is paying a tuition feee specific
conditions for distributing student allowantends are approved on an institutional level, but they

need to follow broad principles given by the MoER.

196. Students enrolled in doctoral studies are entitled to a doctoral stipend during the nominal study
duration, and the amount of a stipend per monttatefunded student places is 6000 kroons during

10 months of a year. This doctoral stipend is allocated only to students who study in places that are
commissioned by the MoER. Thus, students who have either selected the study program in private
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universty'®, or whose academic records were not good enough to get a state funded study place, need
to cover their costs on their own.

197. Basic allowancds meant to encourage students to undertakeifod study and make good
progress, by covering the minimum exges for lodging, transport, food, clothing and study
materials. Payments are allocated to students based on academic results, bysth8upalementary
allowanceis meant to cover any additional residential and transport expenses of students, whose
residence is located outside the local government in which the educational institution at which they
study is located or outside the bordering local governments. The supplementary allowance replaced
the existing system of travel concessions (valid unti32@then half the cost of travel between home

and school was reimbursed four times a month) and it enables the support of those students whose
education costs are higher due to their place of residence. The amount of basic allowance per month
can be a maxionm of 800 kroons. The amount for a supplementary allowance can be up to 400 kroons
per month.

198. Allowances can be paid during the nominal period of studies. There is universal allocation,
with no minimum or maximum amounts. There are no limits connectibdage or marital status. The
allowance is paid 10 months of the year.

199. In order to promote accessibility to tertiary education for gifted students who are unable, for
substantial reasons, to meet all the requirements provided by law, the educatidotibimstare free

to award within their discretion 5% of the basic allowance fund resources (before September 2005 it
was 2%), by taking account of other relevant circumstances. Pupils and students are entitled to apply
for financial assistance if they agarolled in fulltime or day study and their economic circumstances

do not allow for further study (persons in demonstrated financial need; or with medium, moderate,
severe or profound disability; persons who are orphans, from large families, parentieefgm
children or whose parents are unemployed or retired, etc).

200. A student loanis a longterm loan guaranteed by the government, granted to students in
tertiary or vocational education institutions towards education costs. The system of government
guaanteed student loans was introduced in Estonia in the academic year of 1993/94 and originally the
loan amounts were set according to minimum monthly wage rates. The maximum loan limit was up to
5 minimum monthly wage rates for undergraduate students amishiGum rates for Masterés and

doctoral students per each semester i) during the nominal years. Today, the maximum student
loan limit is set for each academic year (it was 17 500 kroons in 2004/05). Loans can be declined by
students and there i® information about the percentage of students who take out the loan. Loan
repayments are not incorgentingent.

201. These loans are provided by banks founded by private capital but are guaranteed against
default by the national government. This means thatgovernment will reimburse the financial
institution the outstanding loan amount if the borrower becomes insolvent. In earlier years, if the
interest rates of the loans were considerably higher, the government reimbursed the banks the
difference betweerthe commercial interest rate and the interest rate on student loans fixed at 5
percent. The outstanding loan amount of a person who commences service or employment in the
government sector is written off according to a schedule. It is also possibletéoafirhalf the
outstanding loan amount upon the birth of a child.

202. The Republic of Estonia Education Act provides an opportunity to studgrfdrans and
children without parental caréfhe Act provides that pursuant to the Republic of Estonia Child
Protection Act, the national and local government agencies shall provide full state maintenance and
the opportunity to study and receive education for orphans and children without parental care.

% There is no positively accredited PhD programs in any private university, 2005/06. Few of the programs have
passed thaccreditation procedures that has resulted in negativeacmedited conclusion. Majority
of the PhD programs in private universities have not been accredited, consequently the diplomas
awarded cannot be recognized by state. Principles of accreditegidisaussed in chapter 9.
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203. Teaching of persons with special neelgoverned by Arti@ 10 of the Education Act. Local
government authorities shall provide persons with physical disabilities, speech impairments or sensory
or learning disabilities and persons who need special support, with the opportunity to study at a school
within the distict of residence. If suitable conditions are not available, the central and local
government authorities shall provide such persons, pursuant to the procedure and under the conditions
prescribed by legislation, with the opportunity to study at an eduediiastitution established for that
purpose. The central and local government authorities shall provide children who need special
treatment due to behavioural problems with the opportunity to study at an educational institution
established for that purp@saind shall ensure full state maintenance for such children pursuant to the
procedure and under the conditions prescribed by legislation. The type of educational institution and
the mode of study shall be determined for or recommended to children withl spgszls on the basis

of medical, psychological and pedagogical assessments.

204. The Ministry of Education and Research has supported thesposhdary studies of people

with special needs, covering the cost of sign language interpretation for the digah. Taiversity

has concluded a cooperation agreement for assistance to visually disabled people, by reducing their
tuition fee by 50 percent. Young disabled people studying in grades 10 to 12 in upper secondary
schools, in vocational schools or higheueakion institutions are eligible for auucational allowance

of 100 to 400 kroons per month, based on the actual additional expenses incurred because of the
disability. Overall, 13 persons with visual disability, 5 persons with hearing impairment amdahp

with reduced mobility enrolled in tertiary education in Estonia in 2004. The funding is allocated based
on the HEI informing of a need.

205. According to the Building Act, physical accessibility of facilities should be ensured in all
buildings, but itis done so only in a very limited number of institutions. There are not enough support
structures in place in higher education: sign language interpretation is used, but there is almost no
study materials adjusted for special needs.

206. In order to providetsidy opportunities for young people from outside Estonia who have some
relationship with Estonia and who are economically needy, fellow nationals and kindred peoples
programmes have been introducetihe fellow nationals programirie targeted at Estoniariszing

outside the territory of the Republic of Estonia and who need financial assistance, including aid for
studies in tertiary education. In 2005, scholarships were awarded to seven young expatriate Estonians
from Russia, Georgia, Latvia and Sweden fioidg in Estonian higher education institutions. In the
period 20022004, scholarships were awarded to 15 Estonians from Eastern communities, but in 2005
the competition was opened for the first time to Western communities of expatriate Estonians. The
schohrship is expected to cover the cost of tuition, health insurance and the government fee payable
for a residence permit, and in addition residential, educational and travel allowances are paid.

207. The kindred peoples programne meant for the support ohé indigenous languages and
cultures of the Uralic peoples (Finrgrian and Samoyed) living on the territories of the Russian
Federation and the Republic of Latvia. Within the framework of the programme, the studies of the
representatives of the kindredegples in Estonian higher education institutions (primarily in
universities) are supported, with the government financing the cost of student places and paying the
scholarships. Since 1992, over 100 young people from HRilgn@n ethnic groups study or rav
studied in Estonian higher education institutions.

6.3. National scheme for entry to tertiary education

208. A general prerequisite for entry to a higher education institution is a completed secondary
education. The general trend in national educationaypbas always been to provide funded student
places for at least 50 percent of upper secondary graduates (as a basis for calculations). There has been
tough competition for funded student places in tertiary education, in 2003 there were on average 2.6
applications per place. Furthermore, young people prefer public universities and state educational
establishments. There were 4.7 applicants per student place-timilbachelor studies in public
universities, and also 4.7 applicants per student plapeofiessional higher education studies in state
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educational institutions. In terms of single curricula, the competition was as high as 12 to 18 applicants
per place; the maximum was 33.7 applications per place. As a rule, new curricula are very popular. In
private universities, the competition for ftiine student places in bachelor studies and professional
higher education studies was 1.7. However, the general competition statistics need not reflect the true
situation, because in Estonia no limitations seé concerning choice, meaning that a student may,
without restriction, submit applications for entry to different subject areas and different educational
establishments, though application is limited to two student places within one educational
establisiment.

209. Since 1997 secondary school leavers must &tkée examinationsThe results of state
examinations are the most important criterion in the running for a funded student place. In addition to
general conditions, which are completed secondary eduacatid the respective certificate, a higher
education institution may establish special requirements for admission. These may include entrance
exams, results of the state examinations, subject area tests, interview, etc. Special requirements are
usually etablished for a faculty (in universities) or a subject area. Disciplines are usually related to the
subject area. Widespread is the combination when the results of the state examinations are taken into
account along with the subject area test(s) at emtnich may comprise a general test in addition to
guestions about the specialty.

210. The admissions process is administered by the educational establishments, and each school
establishes its own entrance regulations. Student candidates apply directly toucatiosdl
institution. The institutions may impose different requirements on certain groups. Very common are
special requirements with regard to academic achievements, for instance students with good
attainments in national and international competitiorsy ime granted free admission to the chosen

field of study.

211. Some universities have started to introdtizesholdbased entrypioneered by the University

of Tartu in 2004 for some curricula. The principle of threstozided entry lies in admission to the
university of all student candidates who submit all required documentation on time and whose score of
state examinations and entrance examinations is equal or above the established threshold. In such
cases, a student candidate knows already before applvirether he/she can enter the chosen
specialty.

212. The threshold is the minimum score of 100 required for entry to tertiary education. The
thresholds are different according to area of specialisatifor instance, in the field of English
language and krature at the University of Tartu, the threshold is 93, but in physics it is 65. The score
in state examinations required for thresho#sed entry are also different according to specialisation.
For example, in order to qualify for admission to the Eiglanguage and literature programme at the
University of Tartu, one must have written an essay in oneds native tongue and taken the state
examination in the English language; for entry to theology, the scores of the state examinations in
history, a foreig language and the essay in one(s native tongue are taken into account. (Source:
homepage of the University of Tartu).

213. There is no state examinations requirement for study atpan aniversity.Several open
universities admit all applicants, but at thped University of the University of Tartu, applicants are
ranked by the grades on the upper secondary school leaving certificate and the results of entrance
exams. Entrance exams mainly consist of a written test, essay or interview. In some areas of
specidisation, prior work experience may be required or advisable.

214. In vocational schoolproviding higher education, the ranking of applicants is based on the
grades on the upper secondary school leaving certificate (or state examinations, if applicable) and
interview results. Sometimes a general test and an Estonian language test must be taken. As regards
the grades on the schdehving certificate or the state examination results, the grades in the main
subject or in subjects related to the area of spsatan are taken into account. Some schools may
require work experience for entry to certain specialties certified by a letter of reference by the
company operating in the same area of specialisation.
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215. In terms ofprofessional higher education establigmts the requirements vary as well. As a

rule, all schools take account of the scores of certain state examinations (or grades on the school
leaving certificate, if applicable) native tongue and foreign language, mathematics in technical
schools or spealisations. These may be coupled with entrance tests and entrance exams (e.g. in arts).
In certain specialties points may be earned from work experience and completion of vocational
education in a similar subject area or in a certain school.

216. Before 1997the admissions process was based mainly on the specialisgtted entrance

exams organised by the higher education institution. Calculation of the average of final grades earned
in the upper secondary school leaving examinations was also widespready the average score in
subjects related to the field of specialisation.

217. As concerns foreign students, a prerequisite for entry is proficiency in English, but the
examination results of specialisaticglated subjects may also be required. For ingtahe medical
faculty of the University of Tartu requires a minimum score in biology and in chemistry.

6.4. Implications of current methods of financing tertiary education (incl. tuition fees) for equity

218. The country has set an objective to ensure tbatass than 50 percent of upper secondary
graduates and 10 percent of secondary vocational graduates are granted funded student places in
tertiary education. From year to year, the proportion of funded student places provided for a specific
age group hasxceeded 50 percent. However, the demand for tertiary education has also increased
every year (see Figures 6.3 and 6.4 above), incited by the social attitude that only a higher education
diploma enables one to enjoy a wedlid job and a higher standarflliwing. Competition for funded

student places has become more intense and thus places are offered to the most capable, because the
proportion of funded places per age group has not decreased. At the same time, this induces tension in
society, since younpeople feel that the government does not provide fifreed student places for them,

which were taken for granted in earlier years.

219. Free or fistate-commissioned educationd does not imply other expenses such as the cost of

study materials and living. Mostdhier education institutions offer student residential facilities, which

are usually cheaper than rental flats available in the rental property market. The majority of students
actively use library services and buy as few study books as possible. Exmenditstudy materials

and living can be recovered through student loans and educational allowances, but these are not
completely sufficient. Furthermore, in 2006 an educational allowance is paid to only about 15 percent
of students (except PhD students) a6 are eligible for supplementary allowances or travel
concessions. However, if a student who pays for his/ her own studies has good academic results and
she/he follows the programme that in turn has a state commission, he/she can successfullyapply for
educational allowance. Thus, a studentds possibilities are greatly affected by the economic welfare of

his/her family or whether the studentés parents are able to support their child during studies or whether

the student can work as well as study.

220. Stwents in great financial need, like other socially vulnerable groups, are eligible for a
subsistence allowance, which is meant to cover the residential expenses and provide a minimum
monthly income in addition. At the same time, the law sets restrictinndeopersoné place of
residence, thus it is not always possible for a student to apply for a subsistence allowance. The
government in turn tries to reign in exploitation of this type of assistance, but in fact it is nearly
impossible to verify the standhof living and income of a student. During a certain period, reliance

on the subsistence allowance was fairly common.

221. Special grants have been provided to certain population groups under private initiative. For
example a welknown programme is the Ao Tali Scholarship awarded to gifted young people in
rural areas. But generally, there is no wide discussion in a society regarding the equity of outcomes in
higher education. One reason for that can be also the reluctance to review the concept aitéitaited

as incomecontingent support structure implies considerable management costs on state level.
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222. Occasionally, the discussions regarding the financing principles of higher education come up.
Lately, one of these debates was started by the former dct@llinn University (Heidmets, 2006).

He argued on the equity bases for the need to introduce a partial tuition fee, paid by all students. His
article was soon followed by number of other authors arguing from both sides. Studentsd
organizationds FESU argumentation goes, obvioudly, for the Scandinavian type fifree education for allo

model. Obvioudly, on studentsd side there is no interest to discuss any other models that imply cost

sharing.

223. There is no consensus in a society whether Estofiaving a ompletely different taxing

regime in comparison to the Nordic countriesan afford to follow fifree educationd model. At the

same token, the perception that current system is fair enough is strong as its gives the access to state
funded, fifreed study places based on merit. As long as there is no research made on equity of
outcomes under the current system, these positions are hardly going to change.
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7. PROVISION OF RESOURCES FOR THE TERTIARY EDUCATION
SYSTEM

7.1 Staff

7.1.1. Career model: filling acasmic positions and promotion

224. In Estonia, all higher education institutions are directly in charge of appointing personnel and
designing a remuneration policy. Employees of HEIs are not part of the civil service and their
contracts must follow general labolaw requirements. The general qualification expectations are
described in legislation; these include requirements for qualification level and work experience. In
universities, scientific competence is regarded as the most important asset; teachingrmampet
valued but not equally. Based on the law, personnel in some positions in professional higher education
institutions and VET schools (for PHE programmes) must have work experience of at least three
years.

225. An academic career at university contaimse major ranks professor, docent, and lecturer.

In addition, there are positions of assistants and teachers whose work and responsibilities have a more
limited scope. Historically, Estonian universities have been following the traditional German model
with few important differences. Designation to professorship is based on a position. Different fields of
research and teaching are allotted a certain number of chairs, and only one candidate can be appointed
to a chair. Based on the Universities Act, pssiors are required to hold a PhD (or comparable
gualification), they need to be recognized specialists in his or her field and have teaching experience.
For docents (or comparably Associate Professors in the Mondrican career system), a PhD is also

the minimum requirement. In practice, appointment to a position in public universities comes
primarily on the basis of research achievements and successful work in advising PhD students working
for a degree. Teaching responsibilities are valued somewhat, limweality. In fields where there are
connections with industry, R&D contracts are a significant bonus. The successful advising of
dissertations is not obligatory for applying for the first time for professorships or for a docent position.

In contrast ® the German model, there is no requirement to take a Habilitation. Some of the public
HEIs have introduced the requirement wania legendifor candidates for docent and professor
positions.

226. Positions for academic staff members in PHEIs are similarlyniversitiesi professor,
docent, and lecturer. There are no differences in tibadorequirements for academic personnel
described in law, dependent on the type of the institution since requirements focus on the type of
programme. VET schools providig higher education programmes do follow the legislation meant
for VET schools, which means that there is no similar hierarchy for members of the staff as in
universities or PHEIs.

227. Based on the Universities Act, a member of the ordinary teaching stedbearch staff is
elected to a position for up to five years with a fixed term contract (usually the term is for 5 years). It
is required by law that all selections are done by way of public competition with conditions equal for
all applicants. In the caswvhere there is no suitable candidate, the post can be filled without a public
competition, but in this case the staff member filling the post carries theekttaordinary
(respectively extraordinary professor or docent, etc.) and his/ her configetlifor up to three years.

Since 2003 a contract of employment for an unspecified term is fixed in law with any person who has
been working as a professor at the same HEI for at least eleven years (thus, has successfully been
elected to professorship #& times). This is a change that applies only to professor positions and not
to other members of the academic staff who still have to compete each time after the end of the fixed
contract for renewal. Stipulated by the Universities Act, professors ateceleg the council of the
university, and other members of the teaching staff and research are elected by the collegial decision
making body of the structural unit.
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228. Most public universities do generally include peers from outside the university (fr@m oth
Estonian universities or the international community) in committees for the assessment of candidates
for professorships. The University of Tartu is the only institution that has started to publish
information regarding the placements for professorgnat®nally. Generally, the competition per
position for professors is rather lowin 2004 it remained on the level of 6177 on average in
universities Rektorite NGukogu kvaliteedikomisjoni aruande projekt, 200Bviously practice varies
heavily, depndent on institutions and disciplines, but many faculties do have problems with filling
posts with good candidates for a fiyear period.

229. Based on the law, members of the teaching staff (except staff holding an extraordinary
position) have the righbta sabbatical semester with maintained pay once every five years in order to
supplement their professional skills or for other creative activity. Members of the academic staff are
expected to cover the costs for these-delfelopmental activities from eir research grant or
otherwise. Usually, this opportunity is used for research or work in a library abroad.

230. The council of a university can award the title of professmeritusto a member of the
teaching staffs who has worked at the university asofegsor for at least ten years and who is
retiring. The age for retirement is 65, as for all employees. After retirement, a professor emeritus can
be involved with teaching and research, but he/ she does not have the right to hold elected positions.
The sate covers the salaries of professors emeritus based on the law, which also stipulates the bases
for payment. In 2003, an amendment was made to the Universities Act to introduce the status of
docent emeritus. The amendment came into force in 2006.

231. Although VET teachers are selected based on a public competition their contracts are on a
permanent basis, not with fixed terms.

232. The University of Tartu has put under discussion a proposal to change the current academic
career system into the individualrear model used in North America (Aaviksoo, 2006; Saarniit,
2006). The main principles would be to introduce tenure track where positions would be fulfilled first
time by way of public and equal competition, promotion is carried through tenure review and a
permanent contract is signed after the third tenure review. Under the proposal;masgtpositions

would be filled through simplified procedures. Fixed term academic positions continue to be filled by
public and equal competitions. The reasoningttier planned change comes mostly from the need to
make an academic career more attractive to researchers of the younger generations, and to keep all
good candidates at the university (by offering them perspectives for career advancement dependent
only on tkeir individual achievements). There is no information regarding similar plans for other HElIs.

7.1.2. Remuneration policies

233. Determination of the wages of academic staff is at the discretion of the educational
institutions. On average they comprise to 58% of the operational expenditure of puBlic
universities and 60% in institutions of professional higher education. In 2004, the average salary in
public universities, taking into account both state budget angtade budget means, for the academic

staff (incl. research staff) was 10 300 kroons a month (or 1.5 times the Estonian average wage) and for
the noracademic staff 6 800 kroons a month (approx. the Estonian average wage). The average wage
for the academic staff of the stateds five institutions of professional higher education was 8200 kroons

per month (or 1.2 times the Estonian average wage). For a more detailed breakdown regarding the
monthly salary levels according to the academic positions in public universities, see Appendix, Table
A20.

234. A limited supply of qualified candidates for academic positions is one of the most strategic
issues for HEIs in Estonia. Reasons for this problem are muiltipleslatively low output from PhD

%9|n 2003, the average monthly salary in public universities was 16 910 kroons for professors, 11 800 kroons for
docents, 8940 kroons for lecturers, 7970 kroons for assistants, 7300 kroons for teachers and 7870
kroons for reseatcstaff.
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studies at universities, the business sectoré drive for qualified personnel, a widened spectrum of
activities at public HEIs, and an increase in the number of private institutions during the 1990s. One of
the reasons for the private sector flourishing was the uncompetitive salary level at public universities,
whichresulted in a number of professors from public universities taking up teaching responsibilities in
the private sector. Public universities have tried to improve this situation by increasing wages and
developing internal policies that restrict working dtestHEIs. There is a perception that due to these
measures, multiple employments has been decreasing. On a national level there are regulations that
require 51% of academic personnel associated with a certain study programme to wtorie fall

HEIs but h reality there are limited ways of controlling this. In the future, it is expected that central
databas&HISthat is under construction for academic personnel at the Ministry will ease the analysis
of these issues.

235. The multiple employment of academierponnel in Estonia (as in many Central and Eastern
European countries) has meant a scheme were someone with an academic position at a public
university teaches on a contractual basis at a private institution or state PHEI. Usually it-snaepart
position with a limited teaching load. As the multiplicity of contracts with different institutions
affected the quality of the work (mostly regarding time available for advising and research) in the
main organization (not to mention the ptme teaching in dter organisations), the terms of
employment have been made more rigid. More information regarding the statistics about academic
staff with employment contracts can be obtained in annex, diagrams B6 and B7.

236. The number of students per academic staff for dherall system was 1/16 in 2004/05.
Diagram B5 in the Appendix shows how the rate between students and staff changed for all the
institutions during the last 7 years.

7.1.3. Issues for concern

237. It has to be admitted that most of the academic personnEstomia frequently use only
traditional teaching methods. There is limited evidence of systematic work on improving teaching
guality and the use of active teaching methods, although a few good examples serve as models to
follow (especially under the-dniversity initiative). A few development initiatives on a larger scale

have been implemented in this area by a universitiesd consortium, taking advantage of Structural Fund
resources.

238. ltis difficult to generalize the issues of concern for academic stedf mational level, besides
guestions related to wages. The topic is especially sensitive for fields where there are a limited number
of fee-paying students or where the instruction involves a lot of individual work with an adviser (in
fields like music, &, etc.). The issue is gaining further importance as teachers in general education
(and lately also in VET schools) have received a pay raise every year. No similar raise has been
happening for staff in higher education institutions, and as a resulitiraum monthly salary for an
experienced teachévanemdpetajanetoodik)in a general education school can be in the same league
with the salary of a lecturer at a public university or a docent in a state professional higher education
institution. The sitation differs considerably for academic staff members with research grants for
whom there are literally no salary ceilings.

239. With the purpose of supporting the internationalisation of Estonian higher education and
strengthening the potential of the EstonldEls,the means of European Social Fund are being used

for bringing highly qualified specialists on a professorial level (under-lemg contracts) to Estonia.

This instrument has been very popular among universities after Estoniads integration with the EU. In

addition, a limited number of PhD students (ca 5% of the total state commission to the Estonian
universities) are provided each year with the opportunity to starttimel studies atforeign
universities, and they are expected to return to Estafiex the conferral of the doctorate. The
beneficiaries are viewed as the next generation of Estonian faculty. Curiously enough, there are
institutions that are not interested in the recruitment of an international staff as it poses new challenges
for theinstitutional leadership and academic culture.

240. Time after time, the discussion regarding qualification requirements for staff at professional
higher education institutions heats up due to the aspiration to enable only a PhD qualification to be the
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