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ABSTRACT The development of innovations is the main task for future economics. Higher education and research is moving force for the innovations. National and international support of innovations should include creation of the necessary infrastructure and direct investments, direct state support (grants, credits) to involve higher education and research in the development of the innovations. The main tasks for higher education and research to solve the problems created by the fast development of technology, changing the living conditions, structure of society, environment, are: to prepare specialists in social sciences with enough high level of knowledge in modern technology and vice versa; to give basic knowledge and skills for every specialist, including those, who are in service now,  in  main fields (natural sciences and technology; social sciences, including practical skills in project management;  humanitarian sciences; skills (and motivation ) for life long learning); to create and disseminate understanding of the world and a man in the world, necessary for effective and sustainable development of society and as a basis for practical ethics. Quickly changing frontiers in science and technology are making more and more important distance education, flexible learning, use of different modules and short courses in education as a basis for life long learning.  Standards and quality assurance for all education system, including different short courses, at national level with international coordination becomes necessary. Natural sciences, first of all physics, appears to be the best basis for any education and must be wider included in all study programs in higher education. The complex tasks to develop innovations is possible to carry out only using effective cooperation between different countries. Therefor the international cooperation is changing from just additional possibility to develop education, research, economics to the urgent need, necessary condition for sustainable development of society.

Innovations, created in the course of more and more close cooperation between fundamental and applied research, are changing the world significantly during the mans life. Qualified specialists become the main resource in economics, but the qualification must be renewed each 5-10 years. State supported and controlled education and research system becomes a necessary condition for the development of economics. Education system must be oriented to future, must prepare today for the life tomorrow, for the conditions, not existing now. We can not make political decisions separately for different fields, but we must analyze interaction between innovations, education, research and to work out the right political decisions, valid for sustainable development of society. Higher education and research are the key factors for the development of society. They must support the innovations, conserving the stability of society [1-3]. We would like to propose ideas for strategic political and economical decisions, based on the development of higher education and research.

The innovations are changing the economics, structure of society, traditions very rapidly. Some significant features of the new economics (third wave society) are:

Innovations are acting permanently and enter “normal” (classical) economics.

Services are significantly growing part of economics.

Internationalization and globalization of economics are going on.

Regulation of economics by state becomes more and more significant and necessary.

Regular improvement and change of qualifications, skills (life long learning) becomes a necessary condition for development of economics, therefor life long learning must become an essential part of education system.

Education, first of all higher education, and research are closely joined with economics.

Discussing the future development of society, first of all we should recognize that:

1) the demand for innovations are going to be the fundamental task for the development of economics;

2) higher education and research is moving force for the innovations.

The relations between higher education and research, between fundamental and applied research, between academic and professional education have changed significantly in the 20th century. The main features and their consequences are:

1) The frontiers of knowledge are moving rapidly, changing the content of study programs during 5-10 years. 

2) The gap in time between scientific discovery and creation of a new technology, based on this discovery, is moving from the tens of years in 19th century to some years now. Often this gap becomes zero, therefor engineers must be competent in fundamental research and vice versa. 

3) As a consequence academic and professional education should be more close (but never identical). 

4) We can not introduce complete national standard for the qualifications in higher education concerning the content, because the frontiers in the knowledge are moving too rapidly. (But we can and must introduce such standards in secondary education.) We must introduce some standards: a) for the basic specific knowledge for each qualification; b) for basic learning skills, which must guarantee the ability to receive the necessary new knowledge through the life long learning. 

5) The higher education and research system must contain the life long learning as a part.

The main changes in higher education, which enables to change the state policy in higher education and to introduce national system of quality control, international system of diploma recognition, and new approaches in financing and organization of higher education and research are the following.

1. Higher education becomes a mass education (instead of elite education, how it was till the middle of 20th century). In the nearest future more than half of a new generation will receive university degree or equivalent. Higher education must give the possibility to use the highest achievements in all fields of knowledge, including the results of actually going on research. 

2. Higher education must be linked closely with research. Diversification of fundamental and applied research leads consequently to the diversification of higher education. 

3. Internationalization of science and economics and use of modern telecommunications (distance education) leads to creation of international cooperation in higher education, mobility of students and academic staff members. 

All these features of higher education (mass education, diversity, internationalization) should be supported by respective politics of government. As a result development of innovations, using higher education and research, must be essential part of economics and politics. Therefor discussing problems of innovations we must take in account the whole system of higher education and research and its links with economics and politics. Problems of innovations should be analyzed mainly in the context of all system of education and research, oriented to innovations and linked with economics and politics.

There could be at least two main parts regarding the problem of innovations:

1) state politics to support  the actual and potential innovations by policy of taxes, legislation, creation of infrastructure and specific agencies, organizations to support innovations;

2) direct investments, direct state support (grants, credits) to involve higher education and research in the development of the innovations.

These two tasks are linked together and should be analyzed taking in account all other problems  in economics. The complex tasks to develop innovations is possible to carry out only using effective cooperation between different countries. Therefor the international cooperation is changing from just additional possibility to develop education, research, economics to the urgent need, necessary condition for sustainable development of society. 

In many countries, but first of all in the countries, which, as Latvia, are in transition, changing their way from communism to capitalism, from totalitarian society to democracy, often there is enough high basic literacy of people, but is not enough good understanding of the changing world, and people have not enough specific skills in the field of management, project development, economics and in the field of applied technology.  

The main tasks for higher education and research to solve the problems created by the fast development of technology, changing the living conditions, structure of society, environment, are the following.

1) To prepare specialists in social sciences (management, marketing, banking) with enough high level of knowledge in modern technology.

2) To prepare specialists in technology (telecommunications, computers, material science, biotechnology) with enough high level of knowledge in social sciences (economics, management).

3) To give basic knowledge and skills for every specialist, including those, who are in service now,  in four main fields:

a) natural sciences and technology;

b) social sciences, including practical skills in project management;

c) humanitarian sciences;

d) motivation and skills for life long learning, including languages, informatics, computers. 

4) To create and disseminate understanding of the world and a man in the world, necessary for effective and sustainable development of society and as a basis for practical ethics. 

The fourth task is important for any country in the changing world, but it is very important for the countries in transition, when the old orientations, traditions appears invalid and different new ideologies appear, destroying fragile structure of society. Corruption, drug addiction, violence, social, ethnic, religious conflicts are consequences, if society losses traditions without receiving replacement created by philosophy, art, humanitarian sciences. The basic elements of personality are created mainly during the first years of the life, therefor investigation of this period of life, preschool teacher training and organization of preschool education are very important strategic problems for universities, education science and whole society. 

Quickly changing frontiers in science and technology are making more and more important distance education, flexible learning, use of different modules and short courses in education as a basis for life long learning. Two consequences are:

1) Introducing standards and quality assurance for all education system, including different short courses, at national level with international coordination becomes necessary.

2) Natural sciences, first of all physics, appears to be the best basis for any education and must be wider included in all study programs in higher education. 

Changes in higher education and research, aimed to support innovations, should be carried out in nearest future. In Latvia, as in many European countries, reforms and changes in education system, forced by incoming new technologies and respective changes in all society, are going on now, but these changes are not designed with enough high understanding of national strategic development in new world of information society, and these changes are not enough coordinated internationally. Some most important problems to solve in the course of reforms are. 

1) Elaboration of standards in higher education, first of all in higher professional education. 

2) Elaboration of indicators and methodology of their use in education to carry out appropriate analysis of all system and different parts. 

(These two tasks should involve wide use of information, collected by quality assurance system. Self evaluation reports of universities and study programs together with results of their evaluation by international experts contain very useful information on status quo and future possibilities. To this information short annual reports from universities should be added, containing three main parts: a) statistics on the study and research process; b) review of changes during the year; c) corrected future plans with appropriate explanation.)

3) Creation of short courses for flexible life long learning, valid for receiving the necessary qualifications and skills in the process of innovations. This system of courses must be based on universities and must include quality assurance.

4) Change of existing modules and creation of new modules for distance education, their quality assurance and dissemination. 

5) International harmonization of national quality assurance systems.

6) Development of ECTS and other systems of recognition of credentials in education, based on quality assurance.

7) International harmonization of national systems of qualifications and degrees in higher education. (A good solution could be to introduce two kinds of degrees – academic and professional, with the same formal structure and with similar names (for example, BA and MA for professional, BSc, MSc for academic directions). The Bachelor degree should be the first university degree in two cycle system according to Bologna declaration, where Doctor is the second degree and Master degree could be a part of Doctor degree [1]. The first cycle, Bachelor degree could include up to four lower levels, as it is proposed in England. Concerning the branches of science, which are used in higher education diploma to identify the direction of the qualification, seems that six names could cover all main fields. These could be: Natural Sciences, Engineering, Agriculture, Medicine, Social Sciences, Humanities. Quickly changing knowledge and content of higher education in all branches of science, as well as changes of qualification and position of specialist during his working life makes meaningless more detailed system of names of qualifications used in Diploma of higher education. All necessary details about the qualification received will contain the Diploma Supplement (not the name of qualification in Diploma), accepted in European countries [2].) 

It is misunderstanding of the academic freedom, that preparing standards for the qualifications of specialists are the task only of universities, but often universities make decision on standards by themselves. Academic freedom is necessary for research and for implementation of educational standards according to the order received from society (mainly through government). Specialists in the field of innovations will work in the conditions not existing now. Professors of universities are experts in their fields, but they should prepare main principles of future development of the universities together with representatives of other groups of society. At least three parties should be involved.

1) Representatives of the universities, including students.

2) Representatives of society, first of all civil servants, presenting political interests of society through government and parliament. (Direct participation of representatives from industry and from political parties could be useful.)

3) Experts, including international experts, first of all from other countries in the same region. The experts should prepare different possible solutions, leaving the final decision for the representatives of society (respective ministry). 

The outcome must contain three main parts.

1. Professional standards (which should be used as a task and framework for the universities).

2. Description of necessary means, including financing.

3. Plan, how to proceed with innovations and development of education and research, putting together specialists, investments, political decisions.

To solve all mentioned tasks, well organized and structured international cooperation is necessary [3]. Regional cooperation seems to be necessary part of such system, because to solve the problems for all European countries immediately is too complex task. Cooperation between Baltic countries and between Nordic countries are good examples of such regional cooperation. It should be expanded to Nordic – Baltic cooperation and could include other countries in the Baltic sea region. The main areas for the international cooperation are:

1. Coordination of quality assurance and diploma recognition in higher education.

2. Cooperation in research.

3. Creation of common standards in higher education.

4. Development of flexible education for life long learning.

National politics and regional cooperation must provide support for fundamental and applied research in selected areas of priority, creation of technological centers and parks, conditions for capital investments (infrastructure, tax policy), measures against “brain drain” and support for “reverse brain drain”.
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