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Below, we briefly outline the purpose of ex-ante evaluation then provide a summary of 
the main findings from the ex ante evaluation of the Lithuanian 2004-06 Objective 1 
programme.  

1.     Purpose of the Ex Ante Evaluation 

The purpose of ex ante evaluation, as defined in European Commission guidelines, is to: 

• Assess whether the overall programme is an appropriate means for addressing the 
issues confronting Lithuania; 

• Check whether the programme has well defined strategic axes, priorities and 
objectives that are relevant to Lithuania’s needs and is achievable; 

• Advise on the quantification of objectives and the establishment of a basis for 
both monitoring and future evaluation work; 

• Review the adequacy of the Objective 1 programme's implementation and 
monitoring arrangements and help with the design of project selection procedures 
and criteria. 

2. Summary of Key Conclusions and Recommendations 

Below, we provide a summary of key conclusions and recommendations in relation to 
each component of the Objective 1 strategy.  

Baseline Assessment, Rationale and Objective 1 Strategy 

1. In terms of its overall strategic aims and policy mix, the Lithuanian Objective 1 
programme is generally consistent with the approach adopted by Structural Fund 
programmes in existing EU Member States: In particular, whilst there is an emphasis on 
investment in developing and modernising physical infrastructure, this is being combined 
with interventions to promote job and wealth creation through support for start-ups and 
existing SMEs, development of skills, and a number of sector-specific measures. The 
combination of these and other interventions should accelerate the process, which has 
been underway for some time, of restructuring and modernising the Lithuanian economy.  

2. Whilst there is relatively little evaluation feedback on the pre-accession programmes 
in Lithuania, there are nevertheless important lessons from past Structural Fund 
experience in existing EU Member States. CSES undertook a detailed review of lessons 
from previous Structural Fund experience in existing EU member states. We also 
examined lessons from the implementation of the pre-accession programmes PHARE, 
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ISPA and SAPARD in Lithuania. Key findings were set out in CSES’ inception report 
(January 2003) and related to issues such as project development, financial absorption, 
partnership building, programme management, and best practice with regard to specific 
types of intervention. We argued that Objective 2 experience is highly relevant in 
Lithuania given the challenges of industrial restructuring, economic diversification and 
environmental improvement/the cleaning up of industrial areas. Much can also be learnt 
from experience from the countries that joined the EU in the mid-1990s (Sweden, 
Finland, Austria) given that they have been through the accession process quite recently. 

3. The Objective 1 strategy is supported by a comprehensive and detailed baseline 
assessment and SWOT which, in our view, broadly captures key development priorities. 
The quality of both the SWOT and the baseline assessment improved significantly since 
work on the ex-ante commenced. The SWOT now provides a good reflection of the 
strengths and opportunities, weaknesses and threats facing Lithuania. Forecasts prepared 
by the fiscal policy department at the Ministry of Finance suggest that without Objective 
1 interventions, the Lithuanian economy would grow at approximately 5% per annum 
over the next five years.  However, according to current estimates when Structural Funds 
interventions are taken into account, GDP should increase in 2004 by 6.2% rising to 6.8% 
in 2006.  The scale of these impacts is broadly similar to experience in other countries 
that have benefited from Objective 1 aid. 

4.  The underlying rationale for the Objective 1 strategy and ‘vision’ seem appropriate 
when assessed against the baseline assessment. As part of the ex ante assessment, CSES 
examined the extent to which the proposed Objective 1 strategy and various Priorities and 
Measures addressed development issues set out in the SPD baseline assessment. The 
conclusion was that there was a close link with the intervention logic and overall 
programme design. However, given the short duration of the current Objective 1 
Programme, CSES argued that the inclusion of a longer-term ‘vision’ was critical since 
the transformation of the Lithuanian economy will be a continuing process lasting well 
beyond the current programming period.  

5.  There is a high degree of external coherence with other national and EU policies 
having been taken into account in the preparation of the Objective 1 strategy. With 
regard to national strategies and policies, the most important documents cited in the 
development strategy include the ‘Lithuanian Long Term Economic Development 
Strategy 2015’ and the ‘National Plan for Employment Creation 2001-04’ as well as 
sector-specific and thematic strategies such as Lithuania’s ‘Long-term Transport and 
Transit Development Strategy’ and the ‘National Health Development Strategy’.  There 
are also cross-references to EU strategies such as the European Employment Strategy and 
EU legislation such as European environmental directives. Overall, we are satisfied that 
the strategy demonstrates external coherence. 
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6. The Objective 1 SPD contains a good environmental impact assessment but the 
analysis (and strategy to address issues) should eventually be broadened out to address 
other social and economic sustainability issues. CSES carried out a review of the 
Environmental Impact Assessment (EIA) contained in the SPD appendices. 
Recommendations on how to improve the EIA and the treatment of the environmental 
dimension more widely in the SPD development strategy were set out in CSES’s 
Working Paper 2. Many of these suggestions were subsequently incorporated into the 
environmental baseline and relevant measure descriptions in the SPD/ PC. Given that this 
will be the first programming period and that implementing Structural Funds will pose a 
major administrative challenge, it is likely that for practical reasons the approach to 
sustainable development during the current programming period will be mainly confined 
to the environmental dimension rather than a more holistic approach that also 
encompasses the social and economic dimensions of sustainable development. 

Priorities and Measures 

7.  Earlier in the ex ante evaluation exercise, we suggested some adjustments to 
Priorities and Measures and argued that the horizontal themes should be more 
prominent in programme design.  Below we set out key issues (which have now been 
mostly addressed) in relation to each of the Priorities:  

Priority 1 – In general, the Measures are appropriate and well-defined. Measure 6 is 
likely to be sub-divided into two separate groups of activities, the first dealing with 
infrastructure development in the education, vocational training and science field and the 
second dealing with research institutions, labour market institutions and social services.  
In our view, this makes strategic sense from the perspective of co-ordination and 
management, particularly in view of the range of different types of activities supported. 

Other changes have been made in relation to Priority 1 during the course of the 
evaluation. Originally, there were two separate Measures for both the energy and 
transport sectors.  These were subsequently combined into single measures – mainly as a 
result of comments from the Commission to minimise the total number of measures to 
facilitate the implementation process.    

Priority 2 – the proposed Measures are appropriate but we have some concerns with 
regard to the scale of the proposed ESF allocation which at 18.6% of total Structural 
Fund allocation is below that of many other accession countries. It is also questionable 
whether Measure 5 (training and development in the R&D field) warrants such a high 
proportion of resources compared with other ESF Measures. While R&D is clearly of 
critical importance to future economic prosperity, the proportion of resources allocated 
seems disproportionate considering the training and skills needs of other sectors of the 
Lithuanian economy. Another issue is ensuring that there will be synergies between ESF 
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training Measures in the R&D field and business support schemes that support R&D 
under Priority 3. This is particularly pertinent given that joint working in this field 
between different Ministries is still at a relatively early stage of development. 

Priority 3 – earlier in the ex ante evaluation process, we argued that insufficient emphasis 
had been given to innovation, technology transfer, and R&D – important components of a 
knowledge-driven economy – and suggested that a specific Measure should to be 
introduced to tackle these issues. However, this proposal was not accepted by the 
responsible Ministries because of the administrative complexities with regard to the joint 
implementation of measures. Looking ahead, CSES considers that for investment in R&D 
to pay dividends, much closer attention will need to be paid to joint working between the 
Ministry of Economy and the Ministry of Education and Science since policy 
responsibilities overlap in this area.   

A particular policy emphasis is needed on setting up appropriate technology transfer 
mechanisms to encourage increased co-operation and collaboration between the private 
sector and publicly funded research institutions/universities/R&D institutes. Developing 
university-private sector collaboration is central to Priority 3, Measure 2 but there is a 
need to expand on the sort of technology transfer mechanisms that will be put in place in 
the Measure-level description. Discussions with the Ministry of Education suggest that a 
number of joint initiatives are already beginning to materialise between universities and 
the private sector – e.g. the Sunrise Valley initiative which links Vilnius and Kaunas 
Technical Universities with private sector companies and potential university spin-offs. It 
would be useful if these were further developed in the revised strategy together with a 
short explanation of how projects supported under the Structural Funds might be used as 
a vehicle to accelerate co-operation between the private and higher education sectors. 

With regard to Priority 3, Measure 1 – support to business - our understanding is that 
while business start-ups will be supported, the focus will be on supporting existing firms 
– and at the larger end of the scale.  While there is a strong case for this sort of approach - 
low business start-up rates, the absence of a strong entrepreneurial culture etc - greater 
emphasis should be placed in our view on supporting start-ups and micro-firms. 
Experience elsewhere suggests that these types of businesses represent an important 
source of future job and wealth creation. Through the use of appropriate selection criteria, 
micro-firms and start-ups with rapid growth potential could be encouraged to apply for 
assistance and prioritised.  

Priority 4 – the overall approach seems appropriate and in line with the regulatory 
framework. We have suggested that consideration should be given to increasing the 
proportion of resources allocated to fisheries since the Lithuanian fishing sector will face 
major restructuring as a result of EU accession and the imposition of fishing quotas.  It is 
important if the industry is to meet this challenge that sufficient resources are made 
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available to enable older vessels to be taken out of service. The current resource 
allocation will only enable a small number of vessels to be decommissioned. Further 
consideration should be given by the Ministry of Agriculture as to whether resources 
allocated are sufficient. 

8.  CSES argued early on in the evaluation that the horizontal themes should be much 
more prominent in programme design.  This has now been achieved at a strategic level 
in the SPD/ PC and will be supported by the inclusion of horizontal indicators specific to 
the three cross-cutting themes.  However, there is a need to consider in greater depth how 
the horizontal themes will be implemented and how progress against objectives will be 
monitored (see later point).  

Financial Allocation by Priority and Measure 

Some €1.1 billion of investment has been earmarked for the Objective 1 programme in 
Lithuania for the 2004-06 period.  Of this total, approximately €792 million will come 
from European funding and a further €329 million from national sources. 

9.  The four Priorities are in line with the typical policy mix in other Objective 1 
regions with resources being divided between infrastructure/physical regeneration 
projects, investment in the productive environment, human resource development, 
agriculture and rural development. It is common in Objective 1 programmes particularly 
in accession countries to devote the greatest proportion of resources to infrastructure 
development. We believe that this approach is entirely appropriate in Lithuania – 
investment in infrastructure will play a critical role in laying the basis for future 
economic growth.  

10.  However, with respect to Priority 2, the proportion of resources dedicated to ESF - 
18.6% is significantly below the benchmark for accession countries of 22% and we 
recommend that an upward adjustment should be made. The relatively low ESF 
financial allocation seems incongruous with the stated goal in the development strategy 
of creating a knowledge-driven economy in Lithuania. We therefore recommend 
increasing the ESF resource allocation by around 1-2 percentage points. A larger increase 
would probably not be appropriate in view of potential absorption problems – which 
could be exacerbated by the short programming period. The HRDPSF, the implementing 
institution that will implement ESF aspects of the programme, was only set up recently 
and is at a relatively early stage in terms of institutional development and administrative 
capacity.  

11.  While the overall level of resources allocated to Priority 3, Measure 1 (direct grant 
aid to business) seems reasonable, the proposed allocation per SME assisted (some 
€150,000-200,000 per existing firm) is high.  Past experience in both EU15 and 
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Lithuania (pre-accession programmes) suggests that particularly where intervention rates 
are high, there is likely to be considerable demand from businesses for Structural Fund 
support. Whilst there are advantages in not spreading available assistance too thinly (e.g. 
maximising impacts and facilitating programme management) it would be preferable in 
our view to support a larger number of firms with a lower average grant size since this 
would increase the potential impact of the programme in this area. It would also enable a 
greater focus on start-ups and micro businesses. The projected numbers of businesses 
assisted under Priority 3, Measure 1 (150-200 existing firms and 30-50 start-ups) over the 
three-year programming period seems low when assessed against the financial allocation 
of almost €100 million (national and EU financing) available under this Measure.  
Secondly, if the nationwide network of business information centres overseen by 
SMEDA, the small and medium sized enterprise agency, successfully acts as a 
promotional vehicle, a high number of applications are likely to be received.  

Quantification of Objectives 

12. Reasonable progress has been made to quantify Objective 1 effects but there is still 
further work to be done to set targets in the Programme Complement. There have been 
complications in setting targets arising from the absence of benchmarks that can be 
derived from previous programming experience in Lithuania. Until estimates are made 
across all Measures, core indicators cannot be aggregated at the Programme level. CSES’ 
assessment of the Objective 1 programme’s effects is based on the unit cost for different 
types of outputs, results and impacts demonstrated by Structural Fund programmes in 
existing EU Member States with adjustments to take into account circumstances in 
Lithuania. 

13. We estimate that between 49,000 and 57,000 gross jobs are likely to be created as a 
result of the Objective 1 programme. This total includes ‘jobs redistributed’ (where ESF 
interventions lead to the previously unemployed obtaining pre-existing rather than newly 
created jobs) and temporary construction jobs.  If these are excluded, we estimate that 
some 27,000 – 31,000 permanent, gross full-time new jobs will be created by the 
programme. This is close to the estimate based on macroeconomic modelling of 28,000 
gross new jobs. As a result of interventions to support sector rationalisation and 
modernisation, we estimate that there will also be approximately 3,800 job losses giving a 
net gain of around 25,000 new permanent jobs.  

14. With regard to business support interventions, we estimate that the Objective 1 
programme has the potential to assist between 23,500-27,500 business start-ups and 
existing SMEs. This estimate is based on examining the likely effects of interventions 
under all the Objective 1 programme’s Priorities and Measures with a bearing on 
business.  Many SMEs will receive assistance under Priority 3, Measure 2 (indirect 
support for business) in the form of business advice, marketing support, advice on 
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developing new export markets etc. As noted earlier, the Ministry of Economy’s 
estimates for the number of firms that will be assisted under Priority 3, Measure 1 (direct 
grant aid) is relatively modest because of the large grants per beneficiary envisaged and  
in CSES’ view, the targeting strategy and financial allocation per SME assisted should be 
adjusted so that there is more scope for supporting more firms in general and more micro-
firms and start-ups with rapid growth potential in particular.  

15. Approximately 20,000-21,000 individuals are likely to benefit from training 
assistance. Beneficiaries will include both those who are currently out of work and 
employees. While most training beneficiaries will be supported under mainstream ESF, 
limited financial support for training will also be available under Priority 4, Measure 7 – 
training for farmers under the rural development and agriculture priority. The report 
highlights possible supply side capacity constraints in training provision, especially with 
regard to the training of employees in higher skills. 

16. The Objective 1 programme will have wider impacts but these are difficult to 
quantify. Progress in respect of econometric modelling has been slower and more 
difficult than expected.  However, projections have now been made in respect of the 
impact on GDP and employment. Some progress has been made by the Fiscal Policy 
Department of the Ministry of Finance in developing an econometric model capable of 
assessing these and other impacts but further work is needed for future programming 
periods to ensure that more robust econometric projections can be made of both ‘with’ 
and ‘without’ Objective 1 scenarios. Lithuania is one of only two accession countries not 
using the HERMIN model.  Given the apparent shortcomings of the FORLIT model 
currently used in Lithuania, we suggest that further consideration be given to developing 
a HERMIN-type modelling capability. 

Programme Management and Monitoring  

17. Objective 1 implementation arrangements are relatively centralised but this is 
appropriate while the capacity to operate a more decentralised system for programme 
delivery is developed. The Ministry of Finance finalised the allocation of responsibilities 
for the administration of Structural Funds in Lithuania during summer 2003. In early 
September 2003, a government decree was adopted setting out revised implementation 
arrangements with regard to the administration and implementation of Structural Funds. 
CSES welcomes the publication of this document which resolves a number of key 
questions. Project applications for larger projects will not now be referred to an 
overarching Project Selection Committee. The overall implementation framework 
appears to be quite clear; nevertheless, there still are some practical issues which have to 
be clarified prior to implementation. For example, the issue of whether an Implementing 
Institution is obligated by the Intermediate Body to conclude a contract with an aid 
recipient has as yet not been determined.  A second question is whether the Managing 
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Authority can block a decision to grant Structural Funds assistance to a project which it 
deems to be ineligible, etc. It is expected that such details will be presented in the 
Structural Funds manuals, which are still in the process of being drafted. 

18. There is a need for joint working to be promoted between Ministries across areas of 
common or closely linked policy responsibility to ensure that synergies from Structural 
Fund investment are maximised and that there is a cohesive, strategically focused 
approach to programme delivery. While good progress has been made in developing 
partnership working during the preparation of the Objective 1 SPD/PC – notably through 
the formation of the SPD Steering Group, inter-departmental co-operation between Line 
Ministries and joint working could be further improved and this will be critical for the 
Programme’s successful implementation. Similarly, the relationship between Line 
Ministries and Implementing Institutions is clearly more productive in some instances 
than in others. A good example of an area where co-operation and co-ordination will be 
important to the successful implementation of the Structural Funds is the Human 
Resource Development priority. The Ministry of Labour and the Ministry of Education, 
Vocational Training and Science together with the Human Resource Development 
Support Foundation (the responsible Implementing Agency) will jointly be responsible 
for ESF. The HRDPSF is the only example of an implementing agency that will be 
jointly co-ordinated by two Ministries.  This poses particular management challenges and 
will require a high level of co-operation and co-ordination between the three respective 
institutions. 

19. Consideration should be given to setting up an inter-departmental Working Group 
for each of the three horizontal priorities.  Greater attention is now devoted to the cross-
cutting themes (equal opportunities, environmental sustainability and the information 
society) in the Objective 1 strategy than during the early stages of the ex-ante process. 
However, there is a danger that although the cross-cutting themes have been given 
prominence in the strategy itself they will be neglected once implementation commences. 
The objective of the Working Groups would be to monitor the implementation of the 
cross-cutting themes across the Objective 1 programme. Such an institutional mechanism 
would help bring representatives from different Ministries together to look at these issues 
in further detail and to ensure that the cross-cutting themes are an integral part of the 
programme. Working groups on the cross-cutting themes would also help to encourage 
the growing culture of collaboration between Line Ministries that is needed for successful 
implementation of the Objective 1 programme generally. 

20. An additional suggestion to help ensure that the horizontal themes are given 
sufficient prominence during programme implementation would be to appoint 
specialist advisers to the Programme Monitoring Committee on each of the cross-
cutting themes (CCTs).  This would mean that specialist inputs and advice could be 
drawn upon by PMC members as and when appropriate.  This approach has been used 
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elsewhere and has been an effective mechanism for ensuring that there is sufficient 
expertise on the PMC to properly monitor the effectiveness with which the horizontal 
themes are being implemented across the programme. 

21.  The performance indicators set out in the Programme Complement are generally 
appropriate and should enable the Objective 1 programme’s progress to be monitored. 
Targets still need to be put in place for some aspects of the Programme. During the 
period when the Programme Complement was being prepared, CSES provided advice on 
the type of performance indicators that would be suitable for the various Priorities and 
Measures. Targets have been set for many aspects of the Programme and we have 
commented or the realism or otherwise of these (see earlier points). Some targets and 
indicators are still being developed and there will need to be a review undertaken once 
these are finalised.  

22. Looking ahead, there will also need to be a major effort to train the various 
implementing institutions on how to collect and analyse information in respect of 
performance indicators. Although some training activities have taken place at a national 
level, there is a need for this to be rolled out to implementing agencies and other 
organisations, including major final beneficiaries of Objective 1 aid, so that the progress 
of the programme can be properly assessed. Consideration might be given to establishing 
an Evaluation Unit in the CPMA to coordinate this effort. Apart from the development of 
guidelines for the monitoring and evaluation of the Objective 1 programme, and 
organising supporting training activities, such a Unit might assume responsibility for 
pulling together the results of evaluation work and ensuring that good practice lessons are 
disseminated. 

23. The computerised monitoring system is still at a relatively early stage of 
development and it is important that the system is fully operational well before the 
Objective 1 programme’s implementation starts. The contract was recently signed and 
work is now underway to develop the monitoring system.  It is difficult given the early 
stage of development of the monitoring system to assess its likely effectiveness.  Given 
the importance of monitoring as a means of assessing outcomes, it would be useful if a 
small-scale independent assessment of the monitoring system were undertaken prior to 
programme implementation to check the monitoring framework’s robustness and likely 
effectiveness in capturing financial and monitoring data.  

Review of Programme Complement (PC) 

24. Overall, the Programme Complement is of a good quality and consistent with the 
Objective 1 SPD. At the time when the ex ante report was being finalised, work on the 
Programme Complement was continuing with, for example, targets being set for a 
number of the Priorities and Measures. Although final judgements are therefore not 
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possible, the documentation we have seen so far is of good quality and the approach 
being adopted is consistent with the Objective 1 strategy as set out in the SPD.  

25. An omission in the current version of the PC is the absence of aggregated 
information on programme outputs across key headline indicators such as jobs 
created/safeguarded and the number of training beneficiaries etc. It is important that 
core indicators are aggregated at a Priority and Programme level so that the likely impact 
of the Objective 1 programme can be assessed. At the time when the ex ante evaluation 
report was being finalised, some Line Ministries had yet to provide data in respect of 
targets and so at this stage a full assessment is not possible. For this reason it is not 
possible to make a comparison between CSES’s own estimates of key Objective 1 
outputs, results and impacts (see earlier points) and the targets being proposed to check 
for realism, although this should eventually be done. 

In the table on the next page we provide a summary of key recommendations made in 
Section 7 of the report (conclusions and recommendations section).  
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.CSES Recommendations – a Summary 

• Key stakeholders in the Objective 1 programme should make a renewed commitment to 
partnership working since this will be critical to the successful implementation of the programme; 

• The ESF resource allocation should be increased by between 1% and 2% in recognition of the 
contribution that HRD will make to achieving the overall aims of the development strategy and the 
specific goal of transforming Lithuania into a knowledge-driven economy; 

• A major effort should be made to train the various implementing institutions on how to collect and 
analyse information in respect of performance indicators; 

• An Evaluation Unit should be set up within CPMA/ Ministry of Finance to co-ordinate monitoring 
and evaluation activities and to disseminate lessons learnt amongst key programme stakeholders; 

• Further consideration should be given to using a HERMIN style econometric model for 
subsequent programming periods to bring Lithuania in to line with other accession countries; 

• Consideration should be given to setting up an inter-ministerial Working Group for the three 
horizontal priorities in order to monitor the implementation of the cross-cutting themes across the 
Objective 1 programme; 

• External advisers should be appointed to the Programme Monitoring Committee with specific 
responsibility for providing advice and guidance on each of the three cross-cutting themes in order 
to boost understanding of the issues at hand and to help ensure that the horizontal dimension is 
given adequate prominence during programme implementation; 

• The targeting strategy in respect of direct grant aid (P3, M1) should place greater prominence on 
start-ups and micro-firms than it currently does. Further thought should be given as to how micro-
firms and start-ups with rapid growth potential might be identified and encouraged to apply for 
assistance - selection criteria could  be used to prioritise applications from such firms; 

• Consideration should be given to revising downwards the financial allocation per SME assisted 
(circa €150-200,000) under Priority 3, Measure 1 in order to help a greater number of firms and 
maximise the potential impact of direct grant aid support for business; 

• Consideration should be given to revising projections vis-à-vis the number of SMEs likely to 
receive direct grant aid (i.e. targets in the PC) under Priority 3 Measure 1;  

• The measure level description (P3, M2) should outline nascent sectoral clusters and centres of 
excellence in Lithuania that are ripe for increased collaboration between the Higher Education and 
private sectors;   

• Given the timing difference between the completion of the ex-ante evaluation and the finalisation 
of the Programme Complement, we suggest that the Ministry of Finance should carry out its own 
internal checks to ensure that programme documentation i.e. the SPD and PC are consistent and 
coherent with one another; 

• In relation to state aid schemes, we recommend adding explanatory text on the role of state aid 
schemes, reasons for their inclusion in the programme as well as basic summary information on 
the number and type of schemes that will be supported;. 

• Given that CSES has not been able to review monitoring arrangements in detail (due to timing 
considerations), if possible, an independent assessment of the robustness and appropriateness of 
the monitoring system should be undertaken prior to programme implementation. 
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This document contains the final report on the ex ante evaluation of the Lithuanian 2004-
06 Objective 1 programme. The ex-ante assessment was carried out by the Centre for 
Strategy & Evaluation Services (CSES) for the Lithuanian Ministry of Finance with 
support from the Public Policy and Management Institute (PPMI). The assignment 
commenced in December 2002 and was completed in mid-September 2003. 

A line was drawn under the ex-ante evaluation in mid-September 2003. The text 
contained here within therefore reflects the situation as it stood at that time. It is likely 
that some changes will subsequently be made to programme documentation as a result of 
the negotiation procedure with the Commission.  Secondly, the Programme Complement 
is still a work in progress.  CSES’ comments on it therefore relate to the September 03 
version rather than to the final version. 

1.1     Purpose of Ex Ante Evaluation 

The purpose of ex ante evaluation, as defined in European Commission guidelines, is to: 

• Assess whether the overall programme is an appropriate means for addressing the 
issues confronting Lithuania; 

• Check whether the programme has well defined strategic axes, priorities and 
objectives that are relevant to Lithuania’s needs and is achievable; 

• Advise on the quantification of objectives and the establishment of a basis for both  
monitoring and future evaluation work; 

• Review the adequacy of the Objective 1 programme's implementation and 
monitoring arrangements and help with the design of project selection procedures 
and criteria. 

Ex-ante evaluation is the first stage in the evaluation cycle (monitoring, interim and ex-
post evaluation) and takes place prior to programme implementation. Under the 2000-06 
Structural Fund Regulations, ex-ante evaluation is envisaged as being a more interactive 
process than before, providing inputs, separately from the planners, on issues relating to 
the SPD during the course of its preparation. The Commission's Vademecum summarises 
the role of the ex-ante evaluator as being to:  

'Assess the content of the draft plan prepared by the authorities in relation to the aims pursued by 
the structural interventions. They will provide a detailed judgement on the quality of the 
programme and, where appropriate, propose adjustments or additions to the initial text. Following 
the required dialogue between the responsible authorities and the expert evaluators, a draft final 
plan will be established under the sole responsibility of the authorities'. (Vademecum, pp. 3-4). 
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During the assignment, CSES closely followed Commission guidelines set out in 
Working Paper 2 (Ex-Ante Evaluation of Structural Fund interventions) and Working 
Paper 3 (Indicators and Monitoring – Indicative Guidelines). Building on these 
guidelines, CSES developed a checklist of 75 points at the outset of the assignment 
relevant to the ex ante evaluation (see Appendix A). In carrying out the assignment, it 
was appropriate to go beyond simply commenting on Objective 1 programme 
documentation (i.e. the SPD and PC) by making direct inputs to improve the actual 
content where there was scope to do so. This was done through a series of working papers 
presented by CSES at three workshops. Throughout the assignment, we have adhered to 
the principle of ex-ante evaluation as an interactive process – working in close 
conjunction with the Ministry of Finance and with Line Ministries to review and help 
improve inputs to the Objective 1 programme documentation. 

1.2     Background and Methodological Approach 

Below, we summarise key inputs made by CSES to the Objective 1 SPD: 

Table 1.1 CSES Inputs to Objective 1 SPD Preparation 

• A section on best practice lessons from the Lithuanian pre-accession programmes and from 
Structural Fund evaluation experience elsewhere in Europe  

• A section on the institutional and policy factors relevant to programme implementation, 
together with a review of the wider Baltic context (including neighbouring countries outside the 
Baltics). These aspects of the baseline assessment were previously missing from the SPD. 

• A section drawing together and building on existing material in the Objective 1 SPD on the 
Lithuanian regional dimension and inter-regional disparities.  

• Further development of the SWOT and greater emphasis on cross-referencing the SWOT with 
the baseline assessment, together with a section bringing together the analysis of sectoral 
strengths and weaknesses i.e. identifying key sectors whose competitiveness and growth 
prospects will largely determine the future performance of the Lithuanian economy as a whole. 

• A vision statement setting out how the Objective 1 programme might contribute to Lithuania’s 
longer term development given the short time-span of the 2004-06 programming period. 

• Suggestions with regard to improving the structure of the Objective 1 SPD especially with 
regard to the sections on overall strategy, Priorities and Measures. 

During the SPD preparatory phase, there were three key milestones:  

• Workshop 1 – to present and discuss the inception report. This set out a detailed 
methodology and workplan for the ex ante evaluation, and highlighted key issues 
(January 2003). 

• Workshop 2 – at this, we presented a second working paper with initial thoughts 
on the proposed Objective 1 strategy, priorities and measures, together with some 
material for inclusion in the SPD (February 2003). 
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• Workshop 3 - focused on the quantification of objectives. This provided an initial 
‘bottom-up’ estimate of likely Objective 1 outputs and key points with regard to 
monitoring (March 2003) 

These workshops were attended by the Ministry of Finance and representatives from 
other Ministries involved in drafting the Objective 1 SPD.  They were also attended by a 
number of external stakeholders such as business support organizations, the Lithuanian 
Chamber of Commerce etc. CSES followed up the various workshops with bi-lateral 
meetings with individual Ministries to discuss key issues in more detail. 

Following the submission of the formal draft SPD to the Commission, ex-ante work 
began on the second phase of the evaluation - the preparation of the Programme 
Complement. While the majority of CSES’ inputs were made during the SPD preparatory 
stage, the following inputs were made in respect of the Programme Complement. 

Table 1.2 CSES Inputs to Objective 1 Programme Complement  

• A section was prepared by CSES focusing on issues relating to external coherence i.e. assessing 
how proposed Priorities and Measures fit in with the wider EU and national policy context. 

• A section on global selection criteria and the cross-cutting issues was produced. 

• Suggestions were made and detailed comments circulated with regard to improving the content 
of Priorities and Measures in the PC, particularly the Measure level rationale  

• CSES produced written comments in respect of monitoring indicators  

• Reviewing the linkages and consistency between the PC and the Objective 2 SPD, and 
additional work on the ex ante evaluation generally in light of further development of the 
programme documents. 

 

As well as helping to improve the document itself, CSES held a further round of bi-lateral 
meetings with key Line Ministries to discuss proposed monitoring indicators and 
selection criteria and to probe implementation arrangements, administrative capacity and 
absorption capacity issues in greater depth. 

1.3 Development of the SPD/ Programme Complement 

CSES reviewed a number of English language versions of the SPD and Programme 
Complement. Below we highlight key changes to the 31 March formal draft of the 
Objective 1 SPD compared with the previous version.  
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Table 1.3: 31 March  formal draft of SPD compared with earlier versions of SPD  

• A section on horizontal cross-cutting themes was added (CSES recommendation). 

• A long-term vision statement has been added to complement the SPD strategy for 2004-06 (CSES 
recommendation). 

• Section 1 has been expanded to provide contextual background – CSES contributed material to 
section 1.1 National Context, sections 1.4 Lithuania – the Regional Dimension and 1.5 SWOT and 
Key Sector Analysis. 

• The Development Strategy has been improved and expanded with various other changes to Priorities 
and Measures (see next box). 

• The implementation provisions (section 6) have been further developed.  

• There have been significant improvements in terms of the quality of sectoral information in some 
sections of the baseline assessment – following a request from CSES, the environmental baseline in 
particular now contains more information on key environmental indicators.  

 
The following table highlights Priority and Measure level changes in the formal draft of 
the SPD: 
 

Table 1.4 Priority and Measure level changes 

• Much of the detail has been removed from the Measure level descriptions - detailed material is 
now mainly contained in the Priority level descriptions (recommendation by Short Term Expert). 
CSES did not necessarily agree with this decision – and the Commission subsequently asked for 
much of the detail to be reinstated in the Programme Complement 

• Measure level descriptions have been standardised whereas previously different Ministries had 
adopted different approaches (CSES recommendation) 

• Under Priority 1 , Measures have been reduced from 8 to 6. Former Measures 1 and 2 
(development and modernisation of transport systems and improvement of regional/ local traffic) 
has been combined into Measure 1 - transport related infrastructure development. Likewise, the 
two proposed measures in the environmental sector (Improvement in the quality of the environment 
and the prevention of environmental damage) have also been combined into a single measure – 
Measure 4. 

• Under Priority 4, an additional 3 measures have been added – all fisheries related. Changes 
were made as a result of comments from DG Fisheries on the practical implementation difficulties 
of combining different types of support with different intervention rates within a single measure. 

CSES also reviewed the June and September 2003 versions of the Programme 
Complement. We provided detailed comments to Line Ministries on Measure level 
descriptions and commented on the indicators. The objective was to help improve quality 
particularly with regard to Measure ‘rationale’. In some instances, the rationale repeated 
problems identified in the baseline without any clear explanation of the intervention aims 
and logic. In other cases it described the types of activities to be supported without setting 
out the problems the Measure was trying to address. We strongly advocated that a 
standardised and consistent approach be adopted with an emphasis on: 
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• Explaining the problem i.e. summarise problems that a given Measure is seeking 
to overcome (as outlined in baseline assessment); 

• Outlining the intervention logic (i.e. why public sector should intervene to help 
overcome the problem); 

• Describing how the measure (and activities supported within it) will help to 
address the problem. 

Significant progress has now been made in respect of standardising measure level 
descriptions in the Programme Complement.  

1.4      Ex ante Evaluation Report Structure  

The report is structured as follows:   

Table 1.5: Ex-ante Evaluation – Report Structure 

Section 1: Introduction - contains the introduction and outlines CSES’ main inputs during the course of 
the ex-ante evaluation exercise 

Section 2: Lessons from Past Experience – highlights key points from the Structural Fund programmes 
in existing member states relevant to Lithuania and identifies lessons from Lithuania’s participation in 
the PHARE, SAPARD and ISPA pre-accession programmes 

Section 3: Baseline Assessment and SWOT – contains CSES’ comments on different aspects of the 
SPD baseline assessment (e.g. macro-economic aspects, skills issues) and an assessment of Lithuania’s 
strengths, weaknesses, opportunities and threats 

Section 4: Rationale and Strategy – examines question of ‘internal coherence’ i.e. extent to which the 
strategy’s aims are consistent with baseline assessment and SWOT, and with Priorities and Measures. 
Also examines issue of ‘external coherence’ i.e. extent to which the SPD strategy and Programme 
Complement are consistent with national and EU policy objectives  

Section 5: Quantification of Objectives – looks at the quantification of objectives using a combination 
of bottom-up and top-down forecasting techniques 

Section 6: Implementation and Monitoring – reviews the approach being adopted to the management 
and implementation of the Objective 1 programme and considers proposed monitoring arrangements. 

Section 7: Overall Conclusions and Recommendations – provides a summary of key findings and 
conclusions from the ex ante evaluation and highlights a number of recommendations  
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This section sets out lessons from past experience and assesses the extent to which these 
apply to the Lithuanian Objective 1 programme.  Lessons from past experience are a key 
element of the ex ante evaluation process providing considerable insight as to the 
relevance, effectiveness and quality of proposed interventions.  

2.1 Overview 

In accordance with Commission guidelines, we have reviewed previous Structural Fund 
experience to examine any lessons of relevance to the Lithuanian Objective 1 
programme. More specifically, we have:  

• Undertaken a detailed review of lessons from previous EU Structural Fund 
experience and the implementation of the pre-accession programmes PHARE, 
ISPA and SAPARD in Lithuania. Key findings were set out in CSES’ inception 
report (January 2003); 

• Presented key findings at a workshop with the SPD working focusing on the 
relevance of these lessons for the Lithuanian Objective 1 programme. 

In common with other accession countries, Lithuania will receive aid under Objective 1 
as a result of GDP per capita being below the EU average.1 However, in some respects, 
Lithuanian has greater similarities with Objective 2 regions in existing member states. 
Firstly, many of the problems Lithuania faces stem, as in Objective 2 regions, from the 
decline of ‘traditional’ industries and other outmoded structures, e.g. overcapacity in 
public services, agriculture and utilities and the consequent need for economic 
restructuring.  

Secondly, the country’s industrial structure – in particular, the size of the manufacturing 
sector in relation to other parts of the economy – is similar to the situation in Objective 2 
regions. Thirdly, Lithuania, in common with some other Accession Countries qualifying 
for Objective 1, has a relatively small population and this too is more typical of Objective 
2 regions. For these reasons, previous Objective 2 experience is in many respects more 
relevant to Lithuania than experience from previous Objective 1 programmes. 

2.2 Programme Design 

In terms of its overall aims and policy mix, the Lithuanian Objective 1 programme is 
broadly consistent with the approach adopted by Structural Fund programmes in existing 
EU Member States: investment in developing and modernizing physical infrastructure is 
combined with interventions to promote job and wealth creation through support for start-

                                                 
1 Eurostat data suggests that in 2002, GDP in Lithuania was approximately 38% of the EU15 average 
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ups and existing SMEs, development of skills, and a number of sectorally-targeted 
measures.  

In terms of programme design, at a European level there has been an improvement in the 
quality of SPDs over the past ten years with far greater emphasis on adopting a strategic 
approach than previously. Reflecting this, we have encouraged the Lithuanian authorities 
to set the current programming goals in the context of a longer-term vision and strategy 
for how the country develops, looking 10-15 years ahead rather than confining goal-
setting to the three-year period of the Objective 1 programme. 

Aid intensity will be very high and this raises the question of capacity constraints and 
potential complications achieving financial absorption. Previous Structural Fund 
experience suggests that financial absorption has generally been higher with ERDF than 
ESF. The fact that the Lithuanian Objective 1 programme is orientated towards ERDF 
interventions should help in this respect. However, as we argue later, there are potential 
capacity constraints, especially with regard to Priorities 2 and 3. 

Previous evaluation studies strongly suggest that the partnership principle  is a critical 
success factor with regard to the effectiveness of Structural Fund interventions.  In 
Lithuania, steps have already been taken to work in partnership both across government 
ministries, and also with non-governmental organizations. There has been active 
participation in the development of the SPD from these groups. However, further effort is 
needed to strengthen existing partnership arrangements and to promote more 
collaborative joint working particularly between key Line Ministries, where there is no 
strong tradition of close collaboration.   

It is less clear how well partnerships will function as delivery mechanisms for specific 
types of interventions. In the business support field (Priority 3), for example, the Ministry 
of Economy intends to work closely with intermediaries such as incubators and business 
information centres to target and deliver assistance to SMEs.  Considerable efforts will 
therefore be needed to develop partnership and management capacities at this level if the 
Objective 1 programme is to be efficiently implemented since these organisations do not 
at present operate as an integrated network.  

2.3 Programme Management 

As far as overall programme management is concerned, good practice suggests that a 
strong strategic focus and flexible approach with regard to implementation is the most 
effective means of achieving desired objectives. In terms of the most appropriate 
institutional structure to deliver / implement Structural Fund programmes, various models 
have been attempted including centralised/ decentralised administrative arrangements and 
outsourcing responsibility for the management and implementation of Structural Funds 
programmes to specialised agencies.  Two main variants can be distinguished: 
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• Integrated versus non-integrated management structures – i.e. extent to 
which Structural Fund programme management arrangements are based on pre-
existing structures or were set up specifically for the purpose of implementing 
Structural Funds. 

• Centralised versus decentralised approaches to Structural Funds 
management – where do management arrangements lie in relation to the 
centralised / decentralised axis? 

EU15 member states have adopted a variety of approaches to structural fund 
management and implementation. In some instances (e.g. Spain, Portugal, Germany, 
Austria)   administrative structures have been closely integrated with pre-existing 
national structures. Conversely, elsewhere, management structures have been set up 
specifically as vehicles to administer the Structural Funds.  Finally, Finland, France and 
Italy have combined elements of both approaches. A related issue is the degree of 
integration between pre-existing national economic development and EU-supported 
schemes and whether development programmes and projects co-financed by the 
Structural Funds are co-ordinated with national strategies. Last but not least, there are 
wide variations in terms of the degree of financial integration i.e. extent to which the 
Structural Funds are integrated with national financial systems (budget, treasury, 
financial control, etc). 

The extent to which programmes have adopted a centralised as opposed to a 
decentralised approach to Structural Funds management is another key difference: 
programmes (and projects) co-financed by the Structural Funds are either centralised (e.g. 
sectoral operational programmes under the Community Support Framework (CSF) or the 
Single Programming Document (SPD) for the whole country with centralised priorities 
and measures) or decentralised (regional operational programmes under the CSF, SPDs 
for different territorial-administrative units or one Single Programming Document with 
decentralised priorities and measures).A second factor is the extent to which decision-
making is centralised/ decentralised: e.g. centralised or decentralised project selection by 
central or regional/local level institutions/committees. A further consideration is the use 
of central or regional/local institutions for the implementation of the Structural Funds. 

The relative merits of a centralised as opposed to a decentralised management system for 
the implementation of Structural Funds programmes is dependent on a number of factors 
including the type of programme being supported (Objective 1 or 2) and whether the 
programme area covers the whole country or a particular defined geographic area. EU 
member states that have received assistance under Objective 1 (e.g. Ireland, Greece and 
Portugal) have tended to adopt a more centralised management and implementation 
structure in part because of the lack of capacity at a regional/ local level but also due to 
the need to have a strong strategic and co-ordinated focus. Recent EU entrants such as 
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Finland, Sweden and Austria, however, found that it was more effective to build on 
existing administrative structures than to reinvent the wheel and create entirely new 
institutions.  In these countries, the introduction of Structural Fund programmes gave a 
strong impetus to the decentralisation of administrative structures.  

Past experience also highlights continuing complications with regard to target-setting, 
monitoring and performance measurement. Targets have often been inappropriately set 
and based on over-optimistic/over-cautious assumptions. Targets should be set more 
realistically and should be based, where possible, on experience of past programming 
periods. In the case of Lithuania, where only limited monitoring data is available (relating 
to the pre-accession programmes, an alternative is to drawn on experience from existing 
EU Member States.   

A high degree of emphasis should be placed on developing monitoring and evaluation 
capacities under the Objective 1 programme.  An important starting point in this respect 
is to ensure that a comprehensive set of baselines is in place against which the progress of 
the programme can subsequently be monitored. As our assessment later in this report 
argues, there are currently a considerable number of gaps in this respect.  

2.4 Key Priorities 

Below, we review lessons from past Structural Fund experience that are especially 
relevant to the main types of intervention planned under the Lithuanian Objective 1 
programme. 

Expenditure on physical infrastructure development typically accounts for one-third of 
Structural Fund expenditure in Objective 1 regions. During the 1994-99 programmes, the 
priority switched from the renewal of basic infrastructure in many regions – roads, rail 
links, public utilities, etc – to measures with a more specific business orientation, such as 
the provision of new incubation space or public sector tourism infrastructure 
development.  In the Lithuanian context, there is a need for large-scale infrastructure 
investment to create the right framework conditions for economic growth. Given this, we 
believe it is entirely appropriate that infrastructure development in Lithuania focuses on 
more ‘traditional’ types of interventions. There may also be scope for funding more 
innovative types of infrastructure development where good practice examples from 
across Europe can be drawn on such as the cleaning up former industrial sites and of 
exploiting the potential for new technology-based start-ups - for example in the 
environmental field - as a focus to reviving such areas.  

In Lithuania, given continuing high levels of structural unemployment, ESF training 
interventions will essentially be targeted in three areas - assisting the unemployed in 
general and the long-term unemployed in particular back into employment; retraining; 
and improving the skills base of those already in employment. Reform has already taken 
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place in the vocational training sector to ensure that skills and training provision is more 
closely linked to labour market requirements. There has, however, been far less emphasis 
on training those already in employment and this may be a particular area where 
experience from other regions /countries that have benefited from Structural Fund aid 
may be helpful.  

In the absence of previous ESF experience in Lithuania, it is worth highlighting lessons 
from existing member states. First, there have been problems with regard to absorption 
capacity under ESF in part because of difficulties in identifying high quality projects 
but also due to problems in raising match funding.  The extent to which this will act as a 
constraint on project pipeline capacity will largely be dependent on intervention 
rates. Secondly, compared with ERDF interventions, particularly infrastructure-related, 
ESF is revenue orientated,  absorbing significantly less resource per project supported. It 
will therefore be more of a challenge to absorb large amounts of funding compared with 
other types of investment. 

There have also been difficulties with regard to project pipeline development under 
ESF - voluntary organisations and Community groups are often under-resourced - in 
terms of human resources, skills and expertise. They often lack the necessary capacity to 
produce high quality project applications as well as implementation expertise. The ESF 
project pipeline capacity in Lithuania will therefore be highly dependent on the ability of 
local partnerships to work together collaboratively and to bring forward high quality 
project proposals. A forthcoming technical assistance project to build internal capacity 
within HRDPF and to help fast-track/ prioritise high quality priority projects will clearly 
be important in helping to avoid some of the potential pitfalls described above. There will 
also be additional capacity building projects such as SPPIII – the Special Preparatory 
Programmes for Structural Funds implementation.  Both projects should help to reduce 
the risk of absorption problems. 

Careful consideration needs to be given to the potential integration of ESF and ERDF 
interventions and the scope for synergies between interventions (i.e. internal coherence).  
Previous evaluation experience suggests that insufficient attention has been paid both at 
planning and implementation levels in terms of how synergies between the two funds can 
be successfully exploited.  There are of course administrative complexities in a multi-
fund approach.  Nevertheless, there are various means of ensuring closer links between 
the two funds – such as prioritising applications from companies applying for support 
under Priority 3 (Business Support) that have also submitted an application for assistance 
under Priority 2 – Human Resource Development. 

Finally, in some respects the evaluation of past ESF interventions remains 
problematic. Apart from monitoring data on the number of training beneficiaries and 
related factors such as qualifications and destinations (outputs, results), very little 
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information exists on how ESF interventions have contributed to broader regional 
development aims (impacts).  

In both the 1989-93 and 1994-99 programming periods, an increasing proportion of 
Structural Fund resources were channelled into support for the development of the 
productive environment. This was especially the case with Objective 2 programmes.   
Measures to support the productive environment include: grant aid, soft loans and, more 
recently, financial engineering; the development of business support services such as 
consultancy support and information services; initiatives to promote innovation and the 
transfer and diffusion of technologies; investment to help small firms to modernise and 
internationalise and investment in business sites and premises. From a Lithuanian 
perspective, making a success of these types of schemes will be challenging given that 
they require a particularly high level of expertise amongst Implementing Institutions and 
providers which may not be extensively available. 

In smaller EU Member States such as Sweden, schemes to promote SME 
internationalisation through developing new export opportunities have played an 
important role in spearheading economic development.  Encouraging Lithuanian SMEs to 
seek new markets will be critical given the relatively small size of the domestic market 
and the opportunities and threats opened up by the Single European Market. There has 
also been an increasing emphasis in Structural Fund programmes on financial 
engineering as an alternative to ‘traditional’ sources of finance for SMEs. We understand 
that venture capital is offered to SMEs by some Lithuanian banks – however, as in other 
countries and regions, there is evidence of market failure which could be tackled through 
innovative risk financing measures supported by the Structural Funds.  

There has already been progress in this respect - a state-backed guarantee scheme 
INVEGA was launched recently to provide loan guarantees to SMEs. Experience from 
existing EU Member States suggests, however, that there have been complications with 
Structural Fund backed financial engineering schemes – lack of demand from SMEs 
(particularly where there are cultural barriers to the use of financial engineering 
instruments and/ or the notion of ceding managerial control), lack of supply-side 
expertise, complexities with regard to state aids etc. These issues are also likely to apply 
in Lithuania. The Objective 1 programme’s focus on grant schemes is therefore probably 
appropriate at this stage although there is a strong case for financial engineering 
preparatory activities to be undertaken during the 2004-06 period. 

Previous Structural Fund programmes point to the success of business incubators as one 
instrument for the promotion of innovative, knowledge-intensive start-ups and SMEs. 
Lithuania currently has six incubators but there is almost certainly scope for these to be 
upgraded and for additional facilities to be developed linked to the country’s centres of 
R&D excellence.  Previous experience suggests that specific initiatives of this sort will 
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not succeed unless they are accompanied by other initiatives to foster a culture of 
entrepreneurship in universities, and the setting up of business support and technology 
transfer mechanisms.  

The Lithuanian Objective 1 programme has a strong rural development dimension. 
Structural adjustment is needed to reform and modernise the agricultural, forestry and 
fisheries sectors in order to improve competitiveness and long-term sustainability both 
domestically and internationally. The problems currently facing Lithuanian rural areas 
are similar to the sorts of issues faced by less favoured rural areas in existing Member 
States and include: over-dependence on agriculture for employment and regional GDP 
and the consequent need for diversification; the need for structural changes to and 
modernisation of agricultural holdings; and the need for productivity improvements to 
improve competitiveness.   

As far as the diversification of rural economies is concerned, evaluations of Objective 
5b programmes have found that tourism promotion is an increasingly important source of 
alternative job and wealth creation.  Although there were some examples in EU member 
states of integrated measures demonstrating a more holistic approach to developing the 
tourism sector, the emphasis was usually too narrow with a focus on increasing the 
number of accommodation places. Experience suggests that there is a need to promote 
other factors - village renewal, restoration of heritage sites, leisure and recreation 
facilities, as well as improving the tourism sector itself through schemes aimed at raising 
quality standards, customer-service, marketing, etc. Tourism is supported under Priority 3 
of the Lithuanian Objective 1 SPD but also clearly has an important role to play in rural 
development and the economic diversification of rural areas as well. 

Alongside measures to promote rural diversification, the Lithuanian Objective 1 
programme seeks to support the restructuring and modernisation of agriculture. There 
are a number of lessons that can be drawn from the interim evaluations of the 1994-99 
Objective 5a and 5b programmes. There were found to be important indirect impacts 
resulting from productivity improvements and improved sectoral competitiveness more 
generally. Also, although the direct employment effects were limited because most 
projects involved efforts to support modernisation and rationalisation, net employment 
impacts often exceeded expectations. Less positively, in many instances, Objective 5a 
Measures were often focused on too many sectors resulting in a lack of strategic 
coherence and the fragmentation of impacts. There has also often been a lack of 
integration between different types of interventions with opportunities to capitalise on 
synergies and linkages between different types of rural development measures being 
wasted. 
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2.5 Horizontal Themes 

In earlier Objective 1 programmes, there was little emphasis on horizontal themes. These 
emerged as a significant dimension of Structural Fund programmes during the latter part 
of the 1994-99 period. However, there have been considerable difficulties translating 
statements in programme documents into projects and, more generally, in ensuring that 
equal opportunities, sustainability, and information society are fully ‘mainstreamed’.  

In the case of sustainability, this has tended to be interpreted in narrow environmental 
terms rather than as an all-embracing concept with social, economic, institutional, and 
financial aspects. Similarly, actions to promote information society have tended to be 
fragmented and typically confined to ensuring that individual projects take advantage of 
ICT rather than addressing the broader societal challenge of overcoming the ‘digital 
divide’. In the case of equal opportunities, a formal commitment to statutory provisions 
with regard to gender equality has often been treated as a substitute for proactive 
measures. Over and above this, there have been difficulties devising appropriate 
performance indicators for horizontal themes. Previous Structural Fund experience does, 
however, provide good practice examples in all these fields and it is important that these 
are taken on board in the Lithuanian Objective 1 programme.  

In earlier versions of the SPD, horizontal themes were treated in a compartmentalised 
fashion i.e. mainly on a vertical rather than horizontal basis. CSES therefore argued for 
three ‘horizontal’ Priorities to be formally included in the SPD, in each case perhaps co-
ordinated by an inter-departmental working group, in addition to ensuring that these 
themes are integrated in all relevant areas of the programme. Some effort has been made 
to mainstream the horizontal themes, through the creation, for example, of an Information 
Society Committee, and the conducting of an Environmental Impact Assessment which 
considered potential environmental impacts of proposed priorities and measures.   

2.6     Lessons from Pre Accession Programmes in Lithuania 

Our review suggests that experience of using the three pre-accession instruments ISPA, 
SAPARD and PHARE has been beneficial in terms of helping to build institutional 
capacity to implement Structural Funds and to familiarise key actors with a Structural 
Funds type programming framework. The pre-accession instruments will also have 
helped to provide practical experience of programme/ project management and 
implementation and develop capacity in other important areas such as project pipeline 
development etc.   

Drawing concrete lessons from the pre-accession programmes is hindered by a lack of 
previous evaluation studies. No evaluations have as yet been completed of the ISPA 
programme while the mid-term evaluation of SAPARD is still underway. PHARE is the 
only one of the three instruments to have been evaluated – although as yet no evaluation 
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reports of PHARE ESC programmes – of relevance given that PHARE ESC is designed 
to be a forerunner to Structural Funds - are publicly available. 

In spite of a general absence of evaluation material, several general observations can be 
made with regard to the pre-accession instruments. Firstly, environmental projects (ISPA) 
typically have a much longer project life cycle compared with other types of projects 
such as transport infrastructure development. There are two main reasons for this – first, 
extensive consultation is needed with a large number of stakeholders prior to projects 
going ahead and secondly, projects must comply with EU environmental directives and 
regulations. Given relatively long project cycle times and the short programming period, 
absorption issues are clearly potentially an issue. 

Experience to date suggests that building administrative capacity and devising 
appropriate institutional procedures and processes can be a lengthy process. This has 
been compounded by the relatively high turnover of personnel in implementing agencies. 
A number of interim evaluations conducted under PHARE suggested that institutional 
capacity strengthening has possibly been hindered by the high turnover of staff in the 
Lithuanian civil service. 

PHARE ESC has been running since 2000. Due to delays in projects receiving funding, 
no evaluations have yet been completed although the first will shortly be available. In the 
absence of evaluation material, CSES conducted an interview with the director of the 
responsible implementing agency, the Human Resource Development Programme 
Support Foundation (HRDPSF) to discuss lessons from PHARE ESC. Key findings are 
summarised below. 

Table 2.1: Key lessons from Implementation of PHARE ESC 

• It took longer for the Ministries responsible for PHARE ESC (Education and Vocational Training 
and Labour) to prepare and approve key documentation than expected.  

• Although training was provided to project applicants, the amount of practical training, advice and 
guidance provided was considered inadequate by those applicants surveyed 

• Differences in eligibility criteria and priorities between PHARE ESC 2000 and 2001 were 
insufficiently stressed to project applicants – resulting in too many poor quality applications in 
2001 from applicants that had previously applied – and been rejected - in 2000 

• Individuals with knowledge and expertise of PHARE ESC faced conflict of interest issues 
excluding them from participating in the project selection process. Experts from the PHARE ESC 
evaluation committee, for example, are prevented from assessing project applications  

• Final beneficiaries often artificially mix potential beneficiary target groups such as the under 25s 
and the over 50s into a single project in order to try and obtain 100% intervention rates.  
Consequently, there was a lack of concrete project applications and the quality of applications was 
often wanton 

• Guidelines for applicants were viewed as too complex and should be further simplified to 
encourage more and better quality applications 
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HRD grant schemes were supported in 3 pilot regions in 2000 and 2001. When PHARE 
ESC 2002 is implemented later in 2003, the programme will be rolled out nationally 
across Lithuania.  

2.7     Conclusions – Lessons from Past Experience 

There is a general absence of evaluation material relating to the pre-accession 
programmes in Lithuania. Nevertheless, there are important lessons from past Structural 
Fund experience in existing EU Member States such as the need to promote the 
partnership principle to ensure the buy-in of Structural Fund programme stakeholders and 
the need for implementation structures that strike a balance between ensuring that proper 
control mechanisms are in place, on the one hand, but that bureaucratic delays in project 
selection and monitoring is minimised, on the other. 

We have argued that previous Objective 2 experience is in many respects more relevant 
than Objective 1 experience.  Similarly, experience from the countries that joined the EU 
in the mid-1990s (which included Finland and Sweden) is clearly relevant and we note 
that technical assistance is being used to provide inputs to the Lithuanian Objective 1 
programme by Finnish experts (through the SPP II twinning project) and that the 
subsequent Technical Assistance programme will be co-ordinated by Swedish experts 
(SPP III).  
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In this section we review the baseline assessment and SWOT. With regard to the baseline, 
we review key macro-economic and labour market trends in Lithuania. We also present 
findings from CSES’ skills audit to identify key skills gaps. Then we examine the way in 
which the environmental dimension is addressed in the baseline. Finally, we assess 
Lithuania’s strengths, weaknesses, opportunities and threats.  

3.1 Overview 

The Lithuanian Objective 1 programme contains a detailed baseline assessment that 
reviews macro-economic trends as well as the situation in particular sectors. As part of 
the work undertaken by CSES, we suggested that earlier drafts of the SPD should be 
improved by: 

• Placing the country’s baseline situation in a broader international context; 

• Extending the baseline assessment to include institutional and policy aspects; 

• Including a more detailed analysis of key sectors whose competitiveness and 
growth prospects will strongly influence the performance of the economy as a 
whole; 

• Describing the baseline situation at a regional as well as a national level;  

• Including a matrix highlighting key disparities between Lithuania and the EU; 

• Presenting statistics over time so that key trends can be assessed. 

 Various suggestions were made by CSES as to how these and other points might be 
addressed.  Most of our suggestions were taken on board in subsequent versions of the 
SPD. 

3.2 Assessment of Macro Economic Trends 

In Section 1 of the SPD, there is a detailed assessment of Lithuania’s macro-economic 
baseline. Lithuania’s Pre-accession Economic Programme, a document produced for the 
Commission, was used as the basis for much of the analysis. Below we summarise key 
trends highlighted in the macro-economic assessment: 

• GDP has grown rapidly in Lithuania over the past four years – in 2002, it grew by 
5.6%; 

• Whilst unemployment declined in 2002, the percentage unemployed has 
remained high, particularly compared with the EU average;   
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• The private sector accounts for an increasing proportion of Lithuania’s GDP and 
has risen rapidly since independence from 34% in 1991 to 58.6% in 2001;   

• In terms of industrial structure , the service sector now accounts for a significant 
proportion of the Lithuanian economy. Agriculture’s share of GDP is declining 
while the share accounted for by industry has remained relatively stable; 

• Productivity has increased rapidly over the past five years albeit from a low base 
– productivity is still however considerably below the EU average 

Other significant factors include a stable overall economic environment. Whilst there was 
an economic recession and government budgetary crisis in 1998-99, the introduction of a 
strict fiscal policy and a stable monetary policy (i.e. the pegging of the lita with the euro) 
has resulted in macro-economic stability. Although trade with CIS countries remains 
highly important, trade with the EU accounts for a significantly higher proportion of 
external trade than was the case a decade ago. A further positive feature is that Lithuania 
has enjoyed a low rate of inflation  over the past five years – the inflation rate stood at 
1.3% in 2002, below the EU average. 

In terms of likely future trends, projections carried out by the fiscal policy department at 
the Ministry of Finance suggest that GDP will continue to grow rapidly – particularly 
given the expected impact of Structural Funds expenditure on the Lithuanian economy.  
The research suggests that without Objective 1 interventions, the Lithuanian economy 
would grow at approximately 5% per annum over the next five years.  However, 
according to current estimates when Structural Funds interventions are taken into 
account, GDP should increase in 2004 by 6.2% rising to 6.8% in 2006.  The ex-ante 
projections in terms of the impact of Objective 1 on unemployment suggest that there will 
be a decline from the current rate of 11-12% to closer to the EU average. 

Overall, the macro-economic assessment provides useful background information on the 
Lithuanian economy during the post-independence period while the analysis of key 
macro-economic indicators provides a good description in our view of key variables. It 
would be useful however if the SPD further highlighted the fact that whereas a decade 
ago, Lithuania was dependent on trade with CIS countries, European markets are 
becoming increasingly strategically important particularly with increased levels of 
Foreign Direct investment from Scandinavia, Germany and elsewhere in Europe.  While 
trade with former CIS countries remains an important part of the Lithuanian economy, 
there has nevertheless been a shift in Lithuania’s economic axis which is likely to become 
more pronounced in relative terms post-EU accession.  
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3.3     Labour Market Assessment 

3.3.1 CSES’ inputs to labour market assessment  

The Lithuanian Objective 1 programme contains a detailed labour market baseline 
assessment - section 1.3.9 ‘employment/ unemployment’. The section in the baseline 
dealing with education and vocational training (section 1.3.10) is clearly also of relevance 
in that education and vocational training policy will play a key role in ensuring that the 
Lithuanian skills base is more closely aligned with labour market requirements.  

In earlier drafts of the SPD, CSES suggested a number of ways in which the labour 
market assessment could be improved.  These included: 

• Ensuring that the school ‘drop-outs’ issue – identified in the Joint Assessment of 
Employment Policy Priorities (JAP) - was highlighted as a key problem in the 
baseline – and backed up with appropriate supporting data 

• Including a regional dimension in the baseline assessment to reflect variations in 
labour participation and unemployment rates as well as income differentials 
between the least and most prosperous counties of Lithuania; 

• Suggesting that a skills audit should be undertaken to assess sector-specific skills 
needs – particularly with regard to key sectors identified in the baseline. The 
objectives were to identify skills gaps and to ensure that training schemes 
particularly those relating to adaptability / retraining are appropriately tailored - 
with a particular focus on the skills requirements of key sectors  

• Including additional information on ethnic minority issues in the labour market - 
participation rates amongst ethnic groups are below the national average and 
unemployment rates are above average. Additionally, there are linguistic barriers 
to labour market participation where Lithuanian is not the first language. 

Various suggestions and comments were made by CSES as to how these and other points 
might be addressed.  Written feedback has been supplemented by meetings with the 
Ministry of Labour and Social Security and the Ministry of Education, Science and 
Vocational Training as well as other relevant training organizations/ providers and 
SMEDA, the small and medium sized business organisation.  

3.3.2 Assessment of Labour Market Trends 

In the table below, we summarise key trends identified in the labour market baseline, as 
set out in the SPD: 
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Table 3.1: CSES Assessment of Labour Market Trends based on SPD Analysis 

• Decline in total labour force and labour participation rates over the past five years – labour 
migration, low birth rates and an aging population have accelerated this trend 

• However, labour participation rates still compare favourably with the EU average: 
participation rates amongst Lithuanian women for example significantly exceed the EU average 

• Although the unemployment rate declined in 2002, the percentage remains high compared with 
the EU average. Unemployment has been reduced from 17% in 1998 (linked to an economic 
recession) to 11.9% (third quarter 2002).  

• Significant differences remain in unemployment levels between men and women.  The 
unemployment rate for men (19% in 2001) remains significantly higher than the level for women  

• Compared with the EU average, Lithuanian women fare favourably in the employment 
market - labour participation rates are higher while unemployment rates are lower.  However, in 
common with EU15, there remain significant income differentials between men and women  

• Lithuania has a number of structural employment problems – long-term unemployment, youth 
unemployment and unemployment amongst the over 50s are particular problems 

• Unemployment is particularly acute amongst specific age groups: 34.9% of males aged 15-24 
are unemployed and 56% of the over-50s are unemployed. A significant proportion of those are 
long-term unemployed. 

• There are wide variations at regional level within Lithuania in terms of both labour 
participation and unemployment rates as well as income levels 

• Educational attainment rates compare favourably with the EU average – however, there are a 
high number of ‘school drop outs’ failing to complete the basic education certificate.  

• In terms of employment structure, there have been major labour market changes since 
transition.  The services sector today accounts for an increasingly large share of employment.   

• Agriculture , despite a relative decline in its share of employment structure, still accounts for 
four times the proportion of the labour force compared with the EU average  

• The private sector’s share of total employment has increased rapidly since transition and now 
accounts for approximately two-thirds of total employment 

• Self-employment is much less common in Lithuania than elsewhere in the EU –lack of a culture 
of entrepreneurship is cited as the main explanatory factor  

• Part-time employment and other forms of flexible working are less common in Lithuania than 
elsewhere in the EU, particularly amongst Lithuanian women 

• Economic recession in 1998/99 resulted in a significant increase in poverty and social 
exclusion levels. While economic growth since then has helped alleviate poverty, social 
exclusion remains a problem - children under 14, the disabled, ex-prisoners and the over-50s are 
particularly high risk groups 
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3.3.3  Assessment of EU and National Policy Context  

It is important to take the wider European and National Policy employment policy 
context into account in order to assess the ‘external coherence’ of proposed Measures.  
Below we highlight key employment-related policies/ strategies of relevance. 

European Employment Strategy (EES) 

The Amsterdam Treaty, which came into force in 1999, established an Employment 
Chapter. The commitment to employment creation and promotion was set out in the 
European Employment Strategy (EES) which has four main thematic priorities (or 
'pillars'): (1) Employability; (2) Entrepreneurship; (3) Adaptability; and (4) Equal 
opportunities. 

Member States are responsible for ensuring that the four pillars of the EES are translated 
into National Action Plans for Employment (NAPs).  NAPs are analysed by the European 
Commission and Council, and the results presented in a Joint Employment Report (or in 
the case of pre-accession countries, a Joint Employment Assessment).  The Employment 
Report then shapes national employment policy guidelines.  

Joint Assessment of Employment Policy Priorities (JAP) 

Overarching employment policy priorities are highlighted in the Joint Assessment of 
Employment Policy Priorities - a review undertaken between the Lithuanian Government 
and DG Employment and Social Affairs. The report was a requirement under the 
Accession provisions and highlights short-term employment and labour market policy 
priorities.  It sets out an agreed set of employment and labour market objectives to 
facilitate Lithuania’s labour market transformation in preparation for meeting the 
requirements of the EES. Lithuania’s main employment policy priorities (as identified in 
the JAP) are to reduce unemployment, address structural unemployment issues, stem the 
decline in labour participation rates and to transform the education and vocational 
training system so that it is more closely focused on identified labour market needs. 
Finally, a key objective is to tackle relatively high levels of social exclusion by providing 
employment and training opportunities to disadvantaged individuals. 

Progress towards Addressing Key Priorities in the JAP 

In June 2002, a progress report was produced that examined the extent to which priorities 
set out in the JAP have been achieved.  Key findings are set out in the table below: 
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Table 3.2: Progress towards Addressing Key Priorities in the JAP 

• An increasing level of resource (12% compared with 8% in 2001) is being devoted to active labour 
market measures.  Lithuania lags behind the EU in terms of the proportion of the unemployed 
covered by active labour market measures.   

• Considerable progress had been made in respect of reform of the tax and benefit system to 
incentivise the unemployed to work  

• The raising of the tax-free threshold on low incomes has benefited low wage earners in particular  

• Changes have been made to the rules governing eligibility for income support to assist low income 
families and single persons on low incomes living alone 

• Progress had been made in the development of a lifelong learning strategy 

• Steps have been taken to tackle structural unemployment issues. Changes to the law mean that 
active labour market policies can now be used to support those aged 16-25 as well as the long-term 
unemployed (>2 years) 

• Preparations at an institutional level are underway for the implementation of ESF  

• Building on experience gained from supporting 16 local employment initiatives, a Strategy for the 
Development of Local Employment Initiative Projects 2002-04 has been developed 

Compliance with the European Employment Strategy (EES): We have reviewed the 
extent to which proposed measures in the SPD are compatible with Community 
Employment Policies – notably the extent to which the four pillars of the European 
Employment Strategy (EES) have been incorporated into the strategy. An assessment was 
also undertaken of compatibility between the EES and the SPD by the Ministry of Social 
Security & Labour and the Ministry of Education, Vocational Training & Science – this 
is contained in the annex of the SPD (see Policy Frame of Reference). On the next page, 
we provide an assessment of the compatibility of the JAP with measures set out in the 
SPD. 
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Table 3.3: Ex-Ante Assessment - Compatibility between SPD Measures and the European Employment Strategy (EES) 

Pillar of European 
Employment 
Strategy (EES) 

Relevant Priority(ies)/ 
Measure(s) 

Assessment of compatibility with the Four Pillars of the EES 

Pillar 1: 
Employability 

Priority 2, Measure 1 (Development 
of Employability) Measure 3 
(Prevention of Social Exclusion and 
Social Integration)  

- P2, M1 seeks to provide basic skills to the unemployed in general and the long-term unemployed in particular in order to 
improve employability.  A special focus will be placed on structural unemployment issues i.e. tackling long-term 
unemployment and unemployment amongst the <25s and the >50s 

- P2, M3 is targeted at improving the employability of disadvantaged social groups facing obstacles to labour market 
participation/ social exclusion issues. These include the disabled, women returners, ex-prisoners and national minorities 

Pillar 2: 
Entrepreneurship 

Priority 3, Measures 1 (promotion 
of industrial and business 
development), 2 (improvement of 
the industrial and business 
environment  
Indirectly, all Measures under 
Priority 2 

- A key objective of P3, M2 is to improve the public sector business support structure in order to provide support to 
SMEs, raise the level of new business start-ups and foster a more entrepreneurial climate.  Support will be available to 
improve the equality and range of services offered by publicly funded business support organizations.  Additional 
activities to support entrepreneurship include funding for the science and technology parks, the creation and adaptation 
of existing industrial zones and support for business incubators/ business centers 

- P3, M1 seeks to promote competitiveness and entrepreneurship amongst both existing and start-up companies.  A range 
of consultancy support services will be available to businesses ranging from help to develop a business plan, assistance 
with market research through to the development of new export markets  

- Indirectly, all measures under P2 will benefit entrepreneurship and improve competitiveness in the sense that investment 
in human capital will be a critical determinant of the outcome of the Objective 1 Programme as a whole 

Pillar 3: Adaptability Priority 2, Measure 2 (Development 
of Labour Force Competencies and 
the ability to adapt to change), 
Measure 4 (Development of 
Conditions for Lifelong Learning) 

- Key objectives within P2, M2 are to upgrade the skills base of Lithuanians, to provide retraining to those already in 
employment and to promote new forms of work organisation and flexible working practices  

- P2, M4 seeks to improve supply side vocational and education training provision in order to create the necessary pre-
conditions to develop a culture of lifelong learning.  The objective is to greatly increase the number of adults in further/ 
continuing education. An additional objective is to provide ‘second-chance’ learning opportunities to the high number of 
school drop-outs (particularly those that missed out on education during the immediate post-Soviet transition period). 

Pillar 4: Equal 
Opportunities 

Priority 2, Measure 3 (Prevention 
of Social Exclusion and Social 
Integration), Priority 3, Measure 1 
(promotion of industrial and 
business environment) 
SPD strategy as a whole 

- Women are a key target group under P2, M3.  The Measure seeks to remove obstacles to labour market participation for 
women.  It will specifically target women >50 as well as women returning to the labour market after a prolonged 
absence.  Consultancy and advisory support will also be available for women wishing to start their own business. 

- Disadvantaged social groups such as the disabled, national minorities, ex-prisoners etc. will also benefit from P2, M3. 
- All measures must adhere to the principle of equal opportunities. Additionally,  the strategy as a whole seeks to promote 

economic and social cohesion which will benefit both women and men indirectly 
- Women will be encouraged under P3, M1, to launch business start-ups.  Applications from women will be prioritised.   
- The SPD strategy has separate chapter dealing with horizontal priorities (including equal opportunities).  This reiterates 

the importance of equal opportunities across the programme 
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Priority 2: Human Resource Development  

The Human Resource Development Priority deals with labour market issues. The 
following table provides an overview of proposed measures that will be supported in the 
Lithuanian Single Programming Document (SPD) 2004-06. The table illustrates how 
measures supported under Priority 2 might contribute to alleviating problems identified in 
the baseline. 

Table 3.4: Human Resource Development – Measures, Key Issues and Likely Impacts 

Priority 2:  Problems identified in Baseline Assessment 
of SPD 

Anticipated impact on labour market 

Measure 1: 
Development of 
Employability 

Structural unemployment (youth and long-
term), high levels of unemployment amongst 
the over 50s, low level of educational 
attainment amongst unemployed, large 
regional and inter-regional variations in 
unemployment rates 

• Reduction in national unemployment rate 
(particularly structural unemployment) 

• Convergence of inter-regional disparities 
• Increase in employability of the unemployed 

Measure 2: 
Development of 
Labour Force 
competencies and 
ability to adapt to 
change 

Nationwide reduction in labour participation 
rates since mid 1990s, shifting demographics 
and aging workforce, relatively high levels of 
labour market migration particularly amongst 
the more highly skilled, mismatch between 
existing skills/ qualifications of workforce and 
rapidly changing labour market requirements 

• Greater alignment of labour force skills base 
with labour market requirements 

• Reduction in no. of redundancies / job losses 
due to out of date qualifications/ skills set of 
existing employees 

• Stemming of labour market migration flows 

Measure 3: 
Prevention of 
social exclusion 
and social 
integration 

Low labour participation rates amongst 
disadvantaged groups, practical barriers to 
labour force participation (e.g. access issues in 
peripheral areas, lack of suitably adapted 
facilities for disabled in the workplace etc.) 
direct and indirect forms of discrimination, 
large regional and inter-regional variations in 
labour participation rates, unemployment rates 
and levels of social exclusion, increasing 
prison population 

• Increase in labour force participation 
amongst disadvantaged groups 

• Reduction in levels of social exclusion 
amongst key target groups such as disabled, 
young people, ethnic minorities etc. 

• Improved access to education and vocational 
training and employment services for 
inhabitants of peripheral areas 

Measure 4: 
Development of 
conditions for 
lifelong learning 

Absence of culture of lifelong learning, high 
albeit declining numbers of ‘school drop-outs’ 
(those that failed to complete the basic 
education certificate), low levels of flexible 
working practices (such as part-time working, 
teleworking) amongst Lithuanian businesses  

• Reduction in no. of school ‘drop-outs’ and 
increase in no. of ‘second-chance’ learners 

• More flexible labour market as measured by 
an increase in adoption of flexible working 
practices/ new forms of work organisation 
by Lithuanian employers 

• Development of culture of lifelong learning 
measured by increase in adult education 

Measure 5: 
Improvement of 
Human Resources 
in scientific 
research 
institutions 

High quality R&D base but rapidly aging 
workforce, labour market migration in R&D 
field, decline in proportion of students studying 
technical/ scientific subjects at tertiary 
education level 

• Reduction in migration levels of top R&D 
specialists 

• Stemming decline in student numbers taking 
science-based courses at tertiary education 
level  

• Increase in numbers of students spending 
periods at foreign research institutions 
leading to the cross-fertilisation of ideas  
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3.4 Equal Opportunities Assessment 
 
3.4.1 Key Trends 
 
Aspects of the baseline assessment are relevant to equal opportunities – particularly the 
section dealing with ‘employment/unemployment’ (Section 1.3.9). Key trends 
highlighted in the baseline are summarised in the table below. 
 

Table 3.5: Key Trends – Equal Opportunities 

• Lithuanian women fare favourably in the employment market against their counterparts 
elsewhere in the EU - labour participation rates for women are higher while unemployment rates 
are lower than the EU average; 

• However, there are significant income differentials between men and women – a recent estimate 
was that women earn only 80% of the salary levels of men 

• There remain significant differences in unemployment levels between men and women.  Male 
unemployment (19% in 2001) is significantly higher than the comparable rate for women 

• There are wide gender differences in terms of sectoral and occupational patterns of 
employment. Female employment is heavily concentrated in sectors such as education and 
healthcare  

• Women are under-represented in senior management positions and in skilled and semi skilled 
manual work   More positively, however, there are more women in professional and technical 
occupations than men 

• Labour participation rates amongst national minority groups in Lithuania are significantly below 
the national average while unemployment rates are above average 

• Lithuania has made special provisions under national legislation to provide guaranteed 
employment for the unemployed from certain disadvantaged social groups (such as the disabled, 
former prisoners etc.) 

 

3.4.2 Legislative Aspects – Equal Opportunities 
 
The Law on Equal Opportunities for Men and Women was passed in 1998.  Following 
this, the Office of the Ombudsman for Equal Opportunities’ was set up in 1999 and an 
Equal Opportunities’ Commission was established in 2000 with representatives from 16 
ministries and government agencies. In common with other accession countries, 
Lithuania will be required under the EU acquis to transpose the General Framework on 
Equal Treatment arising from Article 13 of the Treaty of Amsterdam which prohibits 
discrimination on the grounds of sex, race, disability, age, religion or sexuality.  While 
gender equality and national minority issues are dealt with in the SPD, other areas of 
discrimination such as age are not touched on.   
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Age discrimination is likely to be an interesting issue in Lithuania – given national 
statistics that show that unemployment amongst the over 50s is persistently high.  It 
would therefore be worth a reference to efforts to tackle age discrimination issues in the 
SPD.  Declining labour participation rates and static population growth make tackling age 
discrimination an imperative. 

3.5 Skills Assessment 

3.5.1    Skills and Training Needs 

CSES noted in Working Paper 1 that while the baseline assessment identified some 
generic skills gaps (such as ICT, marketing) across the economy as a whole, there was an 
absence of detailed information about the skills needs of key sectors. Consequently, 
CSES asked Line Ministries to undertake research firstly to identify skills gaps and 
secondly to identify measures (such as the development of sector-specific accredited 
training standards) already taken or under development to address gaps. The underlying 
objectives were to improve the Human Resource Development dimension of the baseline 
assessment and enhance understanding of the sorts of training that will be required so that 
training schemes can be better tailored to labour market needs in general and the needs of 
key sectors in particular.   
 

Responses from Line Ministries varied in terms of the level of detail provided.  However, 
the information is nevertheless useful in that a number of common themes emerged – e.g. 
the need for improved ICT skills across all sectors of the Lithuanian economy and the 
lack of general managerial and project management skills amongst Lithuanian 
businesses. With regard to low skilled jobs, the need for training and retraining in basic 
skills (literacy, numeracy, ICT) was emphasised.  

Below, we highlight key messages from the research on a sector by sector basis: 

Industry and Business 

One of the main issues in terms of skills gaps in the business sector is the general lack of 
managerial skills and expertise. Improving managerial capacity amongst SMEs is viewed 
as critical to enhancing the growth prospects of Lithuanian companies.  Without it, there 
is a risk that investment in business support schemes to foster the growth of business 
start-ups and existing SMEs will be unsustainable. 

In addition to core generic skills needs such as general management and project 
management expertise, the main training needs of SMEs were identified as follows: sales 
and marketing, how to export (and work within the EU legal framework as an exporter), 
customer service and the implementation of (total) quality management systems. The lack 
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of Human Resource Managers was also cited as an issue – better qualified HR Managers 
could potentially help to improve employee morale, professionalise in-house training and 
enhance productivity. Additionally, the Ministry of Economy identified a lack of 
experience/knowledge in the area of environmental protection where greater expertise is 
needed to ensure that Lithuanian companies are able to comply with EU environmental 
requirements. Last but by no means least, a lack of basic ICT skills is cited as a critical 
skills gap acting as a constraint on SME growth. 

Interviews with small training providers in the private sector suggest that the skills and 
training needs of larger Lithuanian companies differ significantly from their SME 
counterparts.  Larger companies are generally not interested in receiving PHARE training 
and by implication are unlikely to be interested in training assistance provided under the 
Structural Funds. The daily rates paid for trainers under PHARE are low compared with 
rates paid for training providers in the private sector.  There is therefore a perception 
amongst large corporate companies that the quality of training delivery will be 
correspondingly low.  

According to private sector training providers, there is a rapidly increasing level of 
demand for consulting services in Lithuania. A private sector consultancy carried out 
research in 2002 into the Lithuanian consultancy market. It estimated that the ‘pure’ 
consultancy market (i.e. excluding audit, tax etc.) was worth around 80million litas per 
annum. As demand for consultancy services and specialist training providers has grown, 
there has been a corresponding increase in supply side provision. However, there are 
shortages of suitably qualified trainers in some sectors – particularly in areas where 
demand for expertise is growing rapidly.  For example, there is an urgent need for highly 
qualified IT specialists.  The free movement of labour post-EU accession will mean that 
Lithuania potentially risks losing its best qualified IT specialists given more attractive 
salaries elsewhere in Europe. In the textiles and clothing industry, (one of Lithuania’s key 
sectors) the lack of marketing and management skills were emphasised as key skills gaps, 
as well as the need for textiles specialists with higher level qualifications to smooth the 
transition to the production of higher value-added, higher quality products.  

Lithuanian exporters also face generic skills gaps. These include a lack of total quality 
management skills, lack of understanding of global trends in industry (management of 
process and resources); lack of specific skills, e.g. export skills, marketing, market 
research, e-commerce and the lack of Human Resource Managers.  

Tourism  

Skills gaps facing the tourism sector include a general lack of practical skills and know-
how, and lack of common standards for customer care. In Lithuania’s publicly funded 
network of tourist information centres, skills shortages were particularly acute in the 
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fields of marketing and advertising. In the case of accommodation and catering, finding 
suitably qualified staff with the requisite customer service and marketing skills were cited 
as key problems. 

To remedy skills shortages, the Ministry of Education and Vocational Training has 
developed an internationally accredited training standard in the field of tourism to 
improve the skills sets of those working in the industry – the training scheme covers 
everything from basic ICT skills to customer handling. 

Information Society 

The baseline assessment suggests that there is generally a low level of computer literacy 
in Lithuania – particularly outside major conurbations.  While anecdotal evidence from 
interviews with the Lithuanian Information Society Committee suggests that the situation 
is rapidly improving, there are nevertheless basic skills gaps in the following areas:  

• Ability to use information technology in general and computers in particular; 

• Ability to use the internet to search for information; 

• Using the internet for communication purposes; 

• Ability to make use of e-services such as e-government and e-commerce. 

The Information Society Committee points out that tackling such basic ICT skills gaps is 
an essential precondition for the development of teleworking, distance learning, e-
commerce, and e-government services – key hallmarks of a knowledge-driven economy. 

Energy  

The energy sector in Lithuania has evolved rapidly in recent years. Major structural 
changes in the energy sector such as the decommissioning of Ignalina Nuclear Power 
Plant will require the acquisition of new skills by energy professionals in order to fully 
exploit the opportunities offered by new technologies, management and control systems 
as well as alternative energy sources. Energy sector specialists therefore urgently need 
retraining to help them update their skills. Another key problem is the lack of specialist 
consultancies providing design, R&D and consulting services. 

Health  

The health sector is undergoing a major modernisation programme.  Skills requirements 
for those working in the health sector are now far more demanding than previously. 
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Doctors must not only be qualified as specialists in their own particular field, but must 
also possess communication skills and be adept at team working.  

In terms of potential skills gaps, a key issue is that hospitals will shortly receive funding 
to upgrade their facilities and equipment and install new IT systems. Health sector 
professionals will therefore have to be trained extensively to make full use of new 
technologies.  

In terms of generic skills issues, the main gaps identified by the Ministry of Health 
include a lack of basic managerial and project management expertise, ICT skills and 
information management, quality management and communication skills. 

Transport 

CSES undertook interviews with the Ministry of Transport and the Lithuanian National 
Construction Industry Association to ascertain skills gaps. In terms of road building, a 
number of institutions provide relevant training – at both low (e.g. construction workers) 
and high (engineers) level. It is therefore considered unlikely that major skills gaps will 
emerge.  Where technical expertise on particularly complex projects is needed that is not 
widely available in Lithuania, there is already a good deal of past experience in terms of 
joint construction projects between Lithuanian and foreign construction companies.  

There are, however, skills issues for particular branches of the transport sector. With 
regard to sea ports, there is a lack of suitably qualified specialists in hydrography and 
hydro-technology. Another issue is the lack of transport professionals familiar with EU 
standards and regulatory requirements. Finally, in common with a number of other 
sectors, IT specialists (particularly database managers and programmers) are in short 
supply. 

In the railway sector, there is a shortage of traffic management specialists. Training in 
Lithuania in this area only started in 1999 – training supply is still therefore very limited. 
Other skill gaps include shortages of good ICT skills, management basics, financial 
management and foreign languages skills. According to the Ministry of Transport, if 
skills levels across the board could be raised, there would potentially be significant 
productivity improvements. 

Education and Vocational Training 

In the Higher Education field, there are two main problems.  On the one hand, there is a 
lack of suitably qualified lecturers and trainers in some areas such as computer science.  
At a horizontal level, there is a general lack of basic core skills such as ICT and general 
management etc.  
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In the Vocational Training field, a criticism often levelled at VET schools is that the 
training they provide is too theoretical and that there is a lack of suitable practical 
training.  There is therefore a mismatch between training provision and rapidly evolving 
labour market requirements.  Although the development of accredited training standards 
across a wide range of sectors involving the close involvement of employers and 
employer’s organisations is a welcome development, it remains unclear how VET 
schools will make the transition towards a more labour-market orientated approach. 

Research & Development 

There are both vertical skills gaps (lack of suitably qualified specialists in priority sectors 
where Lithuania enjoys competitive advantage such as biotechnology, electronics and 
laser technology) and horizontal gaps (ICT skills, general management skills etc.). There 
is also a lack of entrepreneurial culture amongst graduates in the R&D field from Higher 
Education institutions.  This is compounded by the fact that those that are most 
entrepreneurial may well seek opportunities internationally, where technology transfer 
mechanisms are already in place and there are more ample opportunities to 
commercialise research. 

Looking at skills gaps in growth sectors in the R&D field in more depth, in the 
biotechnology sector, there is a need for more specialists in biochemistry, microbiology, 
genetics, bio-informatics.  In the electronics and telecommunications sector, there are 
shortages in IT and telecommunications while in the laser technology field, gaps were 
identified in the following areas; laser physics, laser electronics and optical engineering. 

In the IT field, there are major skills shortages – there is both huge current and potential 
latent demand for both basic and higher level ICT training. The number of graduates in 
IT from Higher Education institutions is significantly below that needed to be able to 
ensure that there are sufficient numbers of IT trainers – particularly in rural areas. It is 
forecast that demand for IT experts will grow by a factor of 2.45 in 2003, 2.76 in 2004, 
3.47 in 2005 and could increase by up to 5.21 in 2010.  

Agriculture and Rural Development 

At both the Ministry of Agriculture and in municipal agricultural institutions, key skills 
gaps include: information management, forecasting and planning of agricultural produce 
and cost forecasting, knowledge of foreign languages and general project/ programme 
management experience. There is also a lack of individuals with a detailed understanding 
of the Common Agricultural Policy (CAP). 

In terms of training provision in the agricultural sector, the main gaps are: training in 
Human Resource and information management, marketing of agricultural products, 
quality assurance, and foreign languages. As far as the strengthening of rural 
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communities is concerned, the main skill gaps are: product quality management, 
marketing, advertising, client management, ICT skills, knowledge of foreign languages 
and project/programme management. 

Fisheries  

In the fisheries sector, the most urgent gap identified was the low average level of 
educational attainment of navigators on fishing vessels. If navigators were better 
qualified and trained, it would help to improve safety and improve efficiency by enabling 
more vessels to engage in night fishing. Another gap is the absence of observers on 
fishing ships working in the North-West Atlantic region. No training provision is 
currently available to train such specialists in Lithuania - observers from other countries 
therefore have to be hired. 

In the fish-processing sector, there remains a shortage of specialists in fish processing 
technologies. The training of fish processing specialists only commenced in Lithuania a 
few years ago. Fish processing technologies are essential to enable the fisheries industry 
to comply with EU product safety and quality requirements. 

3.5.2  Measures to Tackle Skills Gaps 

In terms of measures being taken at an institutional and policy level to tackle skill gaps, 
the research found that broadly similar approaches were being adopted across 
government to solve skills problems.  

 
Firstly, government departments in general and the Ministry of Education and Vocational 
Training in particular are encouraging training providers to develop sector-specific 
training programmes and re-training/ skills upgrading courses at Higher and Further 
Educational Institutions. Secondly, approximately forty new internationally accredited 
training standards have been developed over the past two years by the Ministry of 
Education and Vocational Training in conjunction with employers – who have made 
substantive input throughout the development process.  
 
In spite of progress made to ensure that training is more closely aligned to labour market 
needs and the involvement of the private sector in helping to draw up accredited training 
standards, a criticism still levelled at VET schools is that training is too theoretical and 
academic and that greater focus is needed on practical training such as work placements. 
One potential means of moving towards a more labour-market orientated approach 
currently under discussion is a system whereby the Lithuanian Labour Market Training 
Authority (LLMTA) and affiliated training institutions would deliver the training while 
Lithuanian Chambers of Commerce would be responsible for carrying out examinations 
and awarding qualifications. The idea is that increased contact with Chambers of 
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Commerce would bring training suppliers in closer contact with business as well as help 
to improve the perception of trainees with qualifications gained through the VET network 
amongst employers.  
 
There is also recognition of the need to take steps to provide vocational training 
opportunities in companies directly.  However, obstacles prevent work placements/ 
apprenticeships from becoming more prevalent. Legal and administrative complications 
mean that employers are often reluctant to offer work experience. Discussions are 
currently taking place as to whether legislation should be introduced to encourage 
companies to provide practical training / apprenticeships.  

3.5.3 Wider Research on Skills and Training Needs 

We also looked at broader research into skills needs.  A survey of Lithuanian employers 
carried out in 2002 sought to identify which generic skills areas potential graduate 
recruits should concentrate on in order to improve their chances of gaining employment. 
Responses in order of importance were: upgrade professional qualifications (50%); 
improve client management/ handling skills (43.9%); demonstrate ability to prioritise and 
carry out work to deadline (33%); and enhance communication skills (32%).  
 
Research conducted by CSES with a number of public and private sector training 
providers suggests that there are inter-regional differences in training needs within 
Lithuania determined in part by regional sectoral specialisation. For example, one 
Lithuanian region is dominated by the textiles sector - training has therefore been tailored 
to meet the very specific needs of the sector such as skills upgrading to help make use of 
new technologies. Another finding was that rural areas of Lithuania have a greater need 
for basic skills and training than those in urban areas.  This is undoubtedly a reflection of 
the different stages of economic advancement of Lithuania’s ten counties as well as wide 
intra-regional variations. 

3.5.4  Supply Side Training Issues 

In order to assess supply-side training capacity ahead of Structural Funds 
implementation, CSES held meetings with key training providers in Lithuania.  These 
included representatives from the public and private sectors as well as key institutional 
players such as the Ministry of Labour and the Ministry of Education and Vocational 
Training. SMEDA, the Small and Medium-sized Enterprise Agency which manages a 
nationwide network of business information centres, also participated. In the table below, 
we highlight key findings from the discussions: 
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Table 3.6: Supply Side Training Issues 

� There are a wide variety of training providers in Lithuania ranging from pubic sector providers 
such as Vocational and Education Training Schools and the Labour Market Training Authority 
to public-private sector providers such as University spin-offs.  Additionally, there are an 
increasing number of small private sector players.  

� There are unlikely to be significant supply side capacity constraints in terms of quantity. 
However, concern was expressed about the quality of training provision.  Training provision is 
likely to increase exponentially over the next few years both as a result of Structural Fund 
interventions but also from general growth in demand for training and consultancy services.   

� Question marks were raised in terms of the effectiveness of the Lithuanian Labour Exchange’s 
control mechanisms to monitor the quality of training.  Although complaints were made about a 
small number of training providers, none have had their accreditation withdrawn 

� There are however supply side training gaps in certain areas – examples include Information 
Technology specialists and R&D specialists.  This is compounded by the fact that the highly 
qualified in areas where there are skills shortages can often earn better salaries abroad 

� There are unlikely to be significant territorial supply side training capacity issues. Lithuania is a 
small country and training provision is growing. Although most consultancy firms are based in 
the larger cities of Vilnius, Klaipéda, Kaunas and Shauliai, experience from PHARE suggests 
that training providers will travel to deliver training wherever public funding is available.  

� There is a perception amongst the private sector that training delivered by Vocational Education 
and Training (VET) Schools is too academic-orientated, lacks practical orientation and does not 
meet rapidly shifting labour market requirements 

� Although there is pressure on VET schools to offer practical training through company 
placements and apprenticeships, there are legal and administrative complexities that act as a 
barrier preventing most companies from offering ‘on the job’ practical training 

 
Below we outline key players in training provision or the awarding of training contracts 
in Lithuania:   
 
The Lithuanian Labour Exchange (LLE) receives funding from government to support 
both active and passive labour market measures – it then contracts out training to service 
providers, the two dominant players being the Vocational Education and Training (VET) 
institutions and the Lithuanian Labour Market Training Authority (LLMTA).  LLE 
provides funding for both ‘informal’ and formal training. It does not provide training 
directly itself. Formal training has to be accredited either by the Ministry of Education 
and Vocational Training or the LLMTA. LLE supports four main types of training a) 
training for the unemployed/ those that face imminent redundancy/ dismissal b) retraining 
/ adaptability c) employment subsidies for disadvantaged groups such as the disabled and 
d) Local Employment Initiatives (LEIs). 
 
The table below shows the number of Vocational Training institutions that applied to 
become accredited training providers in 2003.  Out of 158 applicants, Vocational 
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Education and Training institutions (VETs) made up almost half the applicants. On 
average, approximately 200 training providers are accredited each year.   

Table 3.7: Vocational Training Institutions participating in tendering procedures, 2003 

Vocational Training Institutions participating in t endering procedures – 2003 No. 

Lithuanian Labour Market Training Authority (LMTA) 15 

Employer Training Centers 7 

Private Training Institutions 36 

Vocational and Education Training (VET) Institutions under Min. of Education and Science  70 

Other state training institutions 8 

Public training institutions 22 

Total  158 

Source: Lithuanian Labour Exchange 
 
The table below shows the number, level and type of training schemes being delivered. 
As can be seen there were approximately equal numbers of training programmes being 
offered that focused on basic and higher level formal skills training.  However, the largest 
proportion of training programmes was accounted for by non-formal training 
programmes. 

Table 3.8: Number, Level and Type of Proposed Training Programmes, 2003: 

Number, Level and Type of Proposed Training Programmes: Number 

First level labour market vocational training  111 

Second level labour market vocational training 125 

Non formal training schemes 603 

Total 839 

Source: Lithuanian Labour Exchange 
 
Since 2001, the introduction of an open competition system in the provision of publicly 
funded training has helped bring competition to the training sector. This has had both 
negative and positive consequences. Although competition has brought down the average 
price of training, it is questionable whether there has been a favourable impact in terms of 
improving quality. More positively, however, the open competition system has increased 
the total pool of training providers – important in addressing supply side capacity 
problems in smaller towns and more peripheral areas.   
 
There remain problems with regard to ensuring consistency in quality. Of the 700 training 
providers that have registered for the open competition since its launch, only three have 
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been disqualified – all on compliance grounds.  Although survey work is carried out to 
capture the views of end users (i.e. unemployed participants and employers) on the 
quality of training schemes, in practice, it is unclear whether the LLE is able to flex its 
muscle in instances where training provision is sub-standard. While there have been 
complaints about a small number of training providers none have had their accreditation 
withdrawn. There are therefore question marks in terms of the effectiveness of control 
mechanisms both to monitor and to take action to enforce the quality of training.   
 
Lithuanian Labour Market Training Authority (LLMTA) 
 
The LLMTA is responsible for the provision of training, career guidance and counselling 
services in Lithuania and will be involved in all ESF measures set out in SPD.  The 
LLMTA focuses its training provision on ‘first-level’ or basic skills acquisition such as 
ICT skills, numeracy and literacy skills. Its remit is to develop vocational education and 
training provision as well as adult education / lifelong learning. It currently has 15 
Training Centres and 7 vocational counselling centres.  Last year, the LLMTA trained 
18,000 people of which more than 8,000 were registered unemployed. The average length 
of training for both the unemployed and those already in employment was 4-6 months.  
 
In order to implement ESF, the LLMTA is undertaking an internal reorganisation. There 
will be a network of ten regional centres, one in each of Lithuania’s counties.  Each 
centre will act as a one-stop shop for training support and career counselling services. 
The new regional-based approach seems entirely logical given that previously the 
LLMTA was unable to cover all areas of Lithuania and that there was a particular 
shortage of counselling centres. In terms of preparedness for ESF implementation, the 
LLMTA now has approximately 20 people (or one in each of its offices and two 
centrally) working on ESF preparation.   
 
Whereas training provided under ESF will concentrate on delivering basic skills training, 
businesses supported under Priority 3 will need higher level training on general 
management, financial management and project management as well as in other areas 
such as total quality management and environmental management. To date, however, 
there does not appear to be much evidence of sufficiently close institutional co-operation 
between the LMTA and the Ministry of the Economy to ensure that higher level training 
provision meets identified business needs. 
 
The LLMTA is also responsible for the development of competence-based qualification 
standards in collaboration and partnership with employer’s organisations.  Examples of 
sector specific training standards include a training scheme in hotel management and the 
restaurant trade and another in tourism.  
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Other Supply Side Training Issues 
 
From a large company perspective, training delivered by the public sector does not 
generally meet more sophisticated labour market requirements.  Consequently, the private 
sector is willing to pay Western European consultancy rates for training support and 
specialist expertise.  Over the last few years, there has been a trend towards using high 
quality local private sector consultancies rather than buying in services from outside 
Lithuania. 
 
3.6 Environmental Assessment 
 
In February 2003, CSES carried out a review of the Environmental Impact Assessment 
(EIA) contained in the SPD appendices. The results of our analysis and recommendations 
on how to improve the EIA and the treatment of the environmental dimension more 
widely in the SPD development strategy were set out in CSES’ Working Paper 2. Many 
of these suggestions were subsequently incorporated by the Ministry of the Environment 
into the environmental baseline and relevant measure descriptions in the SPD/ PC. The 
EIA provides a qualitative assessment linked to each of the proposed measures.  For each 
measure, it: 

• Describes the goal of the measure in general terms; 

• Comments on potential effects, positive and negative; 

• Comments on how the measure fits within the general policy goals of the EU’s 6th 
Environmental Action Plan.  

After having reviewed the EIA, CSES argued that there were a number of ways in which 
the assessment could be improved and made a more integrated part of the SPD. Our main 
recommendations are set out below (the full text is set out in the appendices). 

Table 3.9 CSES Recommendations 
 

Working Paper 2: Synopsis of CSES Recommendations 

Recommendation 1: Link the EIA to the ‘Environment Sector’ section of the SPD to provide a baseline 

Recommendation 2:: Set the EIA in context of policy objectives and targets 

Recommendation 3: Link the EIA to the SWOT analysis 

Recommendation 4: Deepen the analysis of impacts 

Recommendation 5: Develop performance indicators and targets 

Recommendation 6: Involve stakeholders and incorporate their views 
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Taking the first recommendation, the environmental section of the SPD baseline 
assessment now contains much more detailed information on aspects such as on air and 
water pollution levels as well as statistical data illustrating time series trends.  This is 
clearly helpful in setting out the situation at the outset of Lithuania’s first programming 
period against which progress in addressing environmental issues can be measured.  
Clearly, as elsewhere in many of the new accession countries, there are significant 
environmental issues that will need addressing.  
 
With regard to the third recommendation, the EIA is now more closely linked to the 
SWOT analysis than previously.  One of the strongest criticisms that CSES made of early 
versions of the environmental section of the baseline was that there was a general absence 
of data on key environmental indicators.  There is now considerably more useful baseline 
information and indicators which provide a much deeper understanding of the issues 
facing Lithuania.  For example, in addition to data on air and water pollution, there is 
data on waste and recycling as well as land usage and natural resources. 
 
With regard to involving stakeholders more closely, CSES understand from the Ministry 
of Environment that an effort has been made to involve stakeholders as closely as 
possible in Structural Fund preparation.  It is important that this process continues beyond 
the planning phase and throughout the implementation of the programme – securing the 
buy-in of key stakeholders will be critical in solving complex environmental problems 
requiring the co-operation of a diverse range of parties such as the Ministry of 
Environment, local and municipal authorities, environmental campaigners and the 
construction industry etc.   
 
One area where further work will be needed in future programming periods is the issue of 
how the horizontal theme sustainable development might be implemented so that it 
encompasses more than simply the environmental dimension and also takes into account 
social and economic factors. However, given that this will be the first programming 
period and that implementing Structural Funds will pose a major administrative 
challenge, it is likely that for practical reasons the approach to sustainable development 
during the current programming period will be mainly confined to the environmental 
dimension rather than a more holistic approach. 

3.7 SWOT Analysis 

In accordance with Commission guidelines, CSES carried out an assessment of the 
SWOT contained in the baseline of the SPD. We considered the SWOT not only from an 
internal coherence perspective but also against potential wider regional developments in 
the external environment to form a view on how they might influence key weaknesses or 
strengths.  More specifically, we have: 
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• Reviewed the SWOT analysis and its coherence with the rest of the SPD;  

• Helped to further develop the SWOT which was initially weak in places; 

• Compared the SWOT with commentaries prepared by a number of reputable 
external sources to determine whether the assessment of the country’s current 
position is accurate and balanced;  

• Analysed the regional context to define Lithuania’s particular characteristics in 
relation to its geographic neighbours and beyond (Latvia, Estonia, Poland, 
Belarus, Scandinavia etc). 

 
For each strength, opportunity, weakness and threat identified, CSES sought evidence 
from within the SPD text to verify whether the claim was supported by evidence and 
whether it accurately reflected the baseline position described. Secondly, we have 
compared the SWOT analysis with commentaries prepared by reputable external sources 
to determine whether the assessment of the country’s current position is accurate and 
balanced2.   

Thirdly, we have analysed Lithuania’s competitive position in the wider regional context, 
considering similarities and differences with other Baltic countries and Lithuania’s other 
neighbours. Fourthly, CSES has recommended a more detailed format for the SWOT that 
incorporated the evidence underlying the ranking and conclusions.  We also suggested 
specific amendments to the definition of individual elements of the SWOT to ensure 
clarity and precision. The suggested changes included rephrasing and re-categorisation in 
a number of areas to clarify more precisely what the strengths or weaknesses were.  A 
number of examples are shown in the boxes below.   

                                                 
2 The external sources we have reviewed are:  
UNICE Task Force on Enlargement:  2002 Report on Candidate  Countries’ Progress Towards Accession 
to the EU; the EBRD ‘Strategy for Lithuania’  (Board approved 26 February 2002);   
UN Report on the Millennium Development Goals: a Baseline study:  Common Country Assessment for 
Lithuania (December 2002);   
UNDP (2001): Opportunities for Youth and Human Development. Lithuanian Human Development Report 
2001. 
International Monetary Fund (Executive Summary of ‘Third review Under the Stand-by Arrangement’ 
prepared by European II and Policy Development and review Department – March 2003);   
World Bank: ‘Lithuania Country Report’, ‘Country Assistance Strategy’ , and ‘Transport Sector 
Overview’. (www.worldbank.org);  
The ‘EU Regular Report on Enlargement 2002.’ 
Vilniaus Bankas (2003): The Survey of Lithuania Macroeconomy, No 4 (12), January 2003; 
Lithuanian Free Market Institute (2003): Research of Lithuanian Economy  2002-2003 (2), No. 11. 
The Bank of Lithuania (2002): 2001 Annual Report. 
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The SWOT table below sets out our own summary assessment of the country’s strengths 
and weaknesses, opportunities and threats.  This analysis was supported by more detailed 
analysis in CSES’ Working Paper 2 which provided evidence to support these 
categorisations.  (Please note that the SWOT analysis set out below was subsequently 
revised with input from Line Ministries – a new version of the SWOT was included in the 
March 31st formal draft submission of the SPD). 

Table 3.10: Summary SWOT Analysis 

Strengths Weaknesses 

• Macroeconomic stability 
• Growing economic competitiveness 
• Geographical location favourable for east-

west transit 
• Well-developed transport/communications 

infrastructure 
• Relatively large export share to western 

markets 
• Well-educated workforce 
• Pockets of well-developed scientific 

institutions and high potential for applied 
research in selected areas 

• Framework for vocational training 
established 

• Good tourism potential with attractive 
natural environment and rich heritage 

• Low industrial and agricultural productivity 
• Lack of entrepreneurial culture and facilities 
• High structural and youth unemployment 
• Skills shortages/gaps, especially amongst young 
• Physical infrastructure in need of modernisation, 

including links to neighbours  
• Energy dependency/lack of indigenous supplies 
• Low level of scientific research, technology 

development and innovation, and little private 
sector involvement 

• Lack of IT awareness/low levels of IT application 
• Pollution, especially of water sources and potential 

land contamination from chemicals/nuclear sources
• Inadequate waste management infrastructure 
• Healthcare system comparatively inefficient and 

not structured to meet social needs 

Opportunities Threats 

• EU accession and the opportunities of the 
access to single market 

• Growing economic and other cooperation 
with the Baltic states and Nordic countries 

• Goods and services export opportunities to 
CIS markets, and more active presence in 
Kaliningrad region 

• Growing business internationalisation 
including foreign direct investment  

• SME development, cluster formation, and 
technology and innovation development, 
building on network of business 
information centres and incubators 

• Increasing goods transit flows 
• Rapid expansion of IT-based capacity and 

economic contribution 
• Continuing expansion of services sector  
• Growth of national and regional tourism 

(urban, rural, marine) 
• Domestic & commercial energy efficiency  

• CIS market instability and cyclic fluctuations of 
western market on small domestic economy 

• Increasing regional differences and between rural 
and urban areas 

• Growing competition from foreign industry and 
services (including Baltic competition) in 
domestic and foreign markets, creating economic 
and social challenges 

• Costs and challenges of meeting EU quality 
standards  

• Emigration of labour force, particularly highly 
qualified 

• Closure of Ignalina NPP and consequent social, 
environmental and economic impacts 

• Ageing population and growing need for social 
assistance and health care services 

• Rural depopulation and agricultural 
diversification 

• Environmental impacts of growing economy 
(CO2 emissions, air quality) 
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3.7.1 Assessment of Strengths  

Key strengths include macroeconomic stability, strong export performance, and the 
country’s geographical position enabling east-west transit.    
 
As noted earlier, Lithuania benefits from a number of macroeconomic strengths.  In most 
external commentaries including those of the EU, the World Bank and the IMF, this 
aspect of Lithuania’s development is commented upon very favourably, particularly in 
relation to continuing economic growth after the Russian downturn.  
 

 
 
A key aspect of strong economic performance has been export growth.  Exports to EU 
countries increased from 32.9% in 1996 to 47.8% in 2001.  Exports have increased in 
several manufacturing sectors including textiles, tanneries, transport equipment 
production, communications equipment, and electrical machinery. 
 
Strong export performance is in part due to Lithuania’s advantageous geographical 
position between East and West. There are a number of angles to this.  Lithuania has 
been a member of the WTO since 2001 and has adopted a liberal regime for trade and 
capital movement. Its territory forms part of the International Multi-Modal Transport 
Network Corridor, for cargo transport.  Klapeida is a key junction in the IXB transport 
corridor, linking roads and sea routes in an east-west direction.  In a number of ways, 
therefore, Lithuania’s geographical position is a key strength.   It is also a source of 
continuing opportunity.  For example, Klaipeda is the only ice-free port in the Baltics –a 
clear competitive advantage. 
 
The original SWOT analysis included the ‘well established agricultural sector’ as a 
strength. While agriculture still accounts for a relatively large share of GDP and 
employment, we consider that current sectoral dynamics (low productivity, inefficiencies, 
over-capacity, the need for modernisation and rationalisation) did not justify agriculture’s 
classification as a strength. Given the need for major structural reform, it is more 
appropriate to describe the sector as a weakness. The development strategy is clearly an 
important mechanism for helping to modernise the agricultural sector and to make it 
more competitive.  It is true to say, however, that some parts of the agricultural sector are 

Aspects of Macroeconomic Stability 
 
� Low inflation (1.3% in 2000-01, down from 45% in 1994.) 
� Strong export performance 
� Reduced fiscal deficit (1.6% of GDP) 
� Current account deficit of 4.8% (2001) 
� 5.9% increase in real GDP (2001), building on average growth of 5.1% from 1995-98.  
� Stable exchange rate (pegged to Euro since February 2002) 
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already profitable – e.g. processing in the dairy sector.  The Lithuanian dairy sector 
already exports in significant volume to both Europe and worldwide and a large number 
of Lithuanian dairy companies already meet EU hygiene requirements.  The grain sector 
is also profitable although this will be less so once Lithuania joins the EU and trade 
tariffs with non-EU countries such as the Ukraine (from which Lithuania currently 
imports significant amounts of grain) are levied. 
 
Lithuania has a well-educated workforce, although some commentators point to 
problems with regard to the accessibility of education.  A related strength is that 
Lithuania has established a good framework for vocational training, notwithstanding the 
need to tackle skills shortages and make vocational education and training more relevant 
to labour market requirements.  
 
We consider that the assessment on the status of scientific institutions - that pockets of 
well-developed scientific institutions exist, with high potential for applied research in 
selected areas - accurately reflects evidence from the baseline and our wider research.  

3.7.2 Assessment of Weaknesses 

The lack of an entrepreneurial culture is an important weakness which may have a 
negative impact in terms of the sustainability of the development strategy. Related 
weaknesses include the lack of publicly funded business support services, difficulties in 
accessing finance for start-ups and SMEs with growth potential and some regulatory 
obstacles (for example, minimum capital requirements in respect of setting up a new 
business). Analysis of external commentary reinforces the view that the legal and 
administrative climate is a weakness, particularly in terms of barriers to setting up a 
business. A number of sources, including the EBRD, UNICE, and the 2002 EU Report on 
Enlargement highlight the lack of business confidence in the areas of taxation and 
regulation and the need to improve administrative capacity.   
 
A major weakness that must be addressed if the economy is to realise its potential are 
skills shortages and gaps, especially amongst the young.  There is a body of evidence 
which points to the importance of this problem, including the 68% of the registered 
unemployed categorised as ‘unskilled’, the high drop out rate (over 20% of pupils) in 
basic education, the lower than (EU) average percentage of young people who choose 
vocational education and training after school, the low percentage of under 19 year olds 
with secondary education compared to the EU average, and the lack of funds to provide 
careers counselling to school leavers.  
 
CSES also noted that more attention could usefully be paid to regional disparities within 
the overall SWOT assessment. While the Commission explicitly requested that the 
Objective 1 programme should be a national rather than a regional-based strategy, CSES 
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felt it would be helpful to place greater emphasis on the regional dimension in both the 
SWOT and baseline since there will clearly be variations in developmental priorities 
across Lithuania depending on prevailing regional economic dynamics.  There are also 
likely to be major differences between urban and rural areas in terms of the level and 
type of economic activity, employment opportunities, skills levels and sectoral focus etc. 
Following our recommendations, the baseline assessment now includes a separate section 
dealing with regional disparities. 

3.7.3 Assessment of Opportunities  

Realising opportunities will require tackling the structural weaknesses of the Lithuanian 
economy and continuing the economic transformation process. Modernisation requires a 
continuing focus on physical infrastructure improvement, along with the development of 
Lithuania’s skills base.  Tackling a legacy of environmental problems will also be a 
significant challenge requiring long-term investment. 

We believe that more emphasis needs to be given to the job and wealth creation 
potential of SMEs. Accordingly, we suggested that SME development and cluster 
formation should be separated in the SWOT from other economic development aspects, 
such as attracting foreign direct investment, or business internationalisation.   CSES also 
suggested a much stronger focus on existing key sectors and nascent sectoral clusters 
in both the SWOT and the baseline.  Lithuania has sectoral strengths in a number of areas 
such as laser technology, biotechnology, textiles and food, but the SWOT only 
emphasised the importance of the extraction and processing industry. 
 

Later in this section, we provide a sectoral analysis which highlights particular areas of 
the economy which present opportunities for growth.   

3.7.4  Assessment of Threats 

The threats to development combine both factors within Lithuania’s control and external 
factors. While EU accession and access to the common market offers significant benefits, 
it brings corresponding risks. The Lithuanian domestic market will be more vulnerable to 
competition post-EU accession (although of course there will be major opportunities for 
Lithuanian companies to enter new EU and international markets). Foreign competition 
in industry, agricultural reform, and the need to meet EU quality and safety standards in a 
number of areas are all major challenges.   

One major challenge for Lithuanian companies in order to maintain their competitiveness 
is the need to meet EU regulatory standards in terms of product quality and safety and 
hygiene and sanitary requirements etc. Available evidence in the baseline assessment 
makes clear that quality standards are not being met in agricultural and veterinary 
hygiene, food and fish processing, airport and road quality, teacher qualifications, air 
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quality, fuel quality, water and wastewater quality, and hospitals.  Although clearly rapid 
progress is being made, significant disparities with EU standards still exist in many of 
these areas.  For these reasons, we consider that the need to meet EU regulatory 
requirements should be included as a ‘threat’. 

3.8 Sectoral Strengths and Weaknesses   

Earlier versions of the SWOT in the Objective 1 SPD did not pay sufficient attention to 
three aspects: 

• Sectoral strengths and weaknesses; 

• Inter-regional disparities within Lithuania; 

• Strengths and weaknesses of Lithuania’s institutional structures. 

Below, we examine these additional aspects of the SWOT, starting with sectoral strengths 
and weaknesses. 

3.8.1 Sectoral Strengths and Weaknesses 

To have maximum effect, Objective 1 interventions will need to be targeted at sectors 
whose competitiveness and growth prospects will largely determine the outlook for the 
Lithuanian economy as a whole. Future prospects will be influenced by a combination of: 

• Past trends in the Lithuanian economy, the current performance of different 
sectors, positioning in international markets, etc; 

• The outlook for different sectors taking into account developments in the 
European and global economies as a whole; 

• Specific impacts on different sectors that are expected to come about indirectly as 
a result of Objective 1 interventions in Lithuania. 

In earlier versions of the Objective 1 SPD, there was only a weak link between the 
analysis of sectoral strengths and weaknesses and the subsequent definition of the 
Objective 1 strategy, priorities and measures.  As the strategy document has evolved, 
linkages are now much more transparent helped by the fairly extensive use of cross-
referencing.  Consequently, the internal coherency of the document has been significantly 
improved. 

CSES argued in a series of working papers that the aim of the Objective 1 strategy should 
be to consolidate and build on existing ‘key sector’ strengths. There are a number of 
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sector-specific priorities that have been identified in the SPD. In the Transport field, for 
example, major investment is needed to develop basic infrastructure including 
components of the Trans-European Networks. In the Manufacturing sector, the priority is 
to increase value added by investing in new technologies, upgrading workforce skills, 
encouraging innovation and new product development. There is also a need to encourage 
Foreign Direct Investment as a way of transferring know-how and resources to 
Lithuanian undertakings. Similarly, an effort needs to be made to develop local supply 
chains through measures targeted especially at SMEs.  

One recommendation that CSES believe should be given further consideration is the need 
to identify more clearly in the SPD/ PC measure level description (P3, M2) actual and 
potential centres of excellence and sectoral clusters. While mechanisms to facilitate 
technology transfer, advice on patenting, risk capital financing etc. as well as the need to 
support the development of new and existing science parks and innovation centres are 
alluded to under the list of ‘activities supported’ it would be useful to know more 
information about Lithuania’s nascent sectoral clusters / centres of excellence.  

To provide a framework for strengthening the sectoral dimension of the SWOT, CSES 
suggested a model in which the positioning of various sectors is based on a combination 
of current share of GDP (horizontal axis) and projections with regard to future GDP 
growth (vertical axis). The sector targeting model is a useful tool for linking the SWOT 
with Objective 1 aims.  

 
Figure 1: Sector Targeting Model 

� A: Emerging Sectors – focus on helping 
business start-ups, support for innovation, etc

� B: Key Sectors – emphasis on ensuring key 
sectors remain competitive – inward 
investment, supply chains, SME support, etc

� C: Important Sectors – helping firms to adjust 
to restructure and adjust to new markets,  
development of new skills, etc

� D: Declining Sectors – focus  on measures to 
create alternative job opportunities, retraining 
of workers, social support, etc
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Emerging Sectors (Quadrant A) 
 

Lithuania has a number of ‘emerging sectors’ that, taken together, currently account for a 
relatively low share of GDP (4.8%) but which at the same time have strong growth 
prospects: 

Financial and Business Services – internationally, financial and business services is one 
of the fastest growing sectors and this trend is reflected in Lithuania where the share of 
GDP is forecast to rise by around 9% over the 2001-05 period driven by growing 
prosperity and increasing demand for financial and retail products and services.  There is 
also an increasing amount of call centre activity in Lithuania with companies carrying out 
the outsourced customer service functions of Western European companies.   

Telecommunications and IT – both sectors account for an increasing proportion of 
Lithuanian GDP. With regard to the telecommunications sector, internet usage is 
increasing rapidly while mobile phone penetration doubled over a two year period 
between 2001 and 2003. With regard to the IT sector, a growing number of specialist IT 
software companies are in operation in Lithuania servicing large companies across a 
range of sectors including telecommunications, financial services, retail, food and drink 
etc. 

Tourism (Hotels and Restaurants) – the SPD highlights the fact that Lithuania’s natural 
and cultural resources create favourable conditions for developing attractive tourist 
products. Whilst there is currently only a relatively modest level of visitors from abroad 
(mainly from neighbouring countries), the potential to expand tourism and leisure 
activities – and to target a more international market - by improving marketing and 
increasing investment in upgraded facilities and services is considerable. Given 
Lithuania’s close relations with northern European countries in relatively close proximity 
– Denmark, Finland, Sweden, Norway and Iceland – there are strong grounds for 
believing that tourism from these and other countries will grow.  

Extractive and Processing Industries – the extraction and processing industries (oil 
processing, wood, leather products, etc) accounted for the largest share (88%) of 
industrial sales by volume in 2001. The share of GDP generated by the extraction and 
processing industries is significant.  There remains considerable scope for further 
expansion as well as improvements in productivity and competitiveness. 

Strategies to promote ‘emerging sectors’ typically focus on interventions to assist new 
business start-ups and SMEs. In the case of Lithuania, there is less scope for this 
approach given the predominance of large-scale undertakings in the Financial & Business 
Services and Extractive and Processing Industries.   A combination of strategies will 
therefore be required to develop these and other ‘emerging sectors’. In the first place, 
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there is a need to further develop and upgrade basic infrastructure (this is addressed by 
Priority 1 of the programme). Larger undertakings – particularly in the Extractive and 
Processing sectors - will need support (workforce skills development, new technologies, 
product development and design, etc) to develop their competitiveness and export 
potential. In the tourism sector, there is a need for investment in public infrastructure to 
improve the attractiveness and ease of access to visitor destinations.  

Otherwise, the focus will need to be more on helping to develop the potential of smaller 
undertakings (hotels, leisure facilities, restaurants, etc) through initiatives such as training 
to develop business skills, customer handling, marketing and the use of ICT, etc. Basic 
quality standards have recently been developed in the tourism sector as well as other 
sectors as part of a framework for encouraging the adoption of good practices. Similar 
actions will be required in certain Financial and Business Services sub-sectors, and 
activities such as leather and wood products in the Extractive and Processing Industries, 
where there is also scope for promoting SMEs. Across all ‘emerging sectors’, there is a 
need to ensure that the barriers to market entry are minimised and that appropriate 
financial instruments and advisor services exist to support start-ups and SMEs (Priority 3 
of the Objective 1 programme). 

Key Sectors (Quadrant B) 

There are a number of ‘key sectors’ that currently account for a relatively large share of 
GDP (63.2%) and also have generally good growth prospects:  

Construction – employment in Lithuania’s construction industry fell in the early years 
after transition (after manufacturing and agriculture, construction accounted for the third 
largest share of employment at 12%).  This trend was compounded by an economic 
recession in 1998/99. However, EU accession is likely to lead to further investment in 
major infrastructure projects with the construction industry’s share of GDP forecast to 
grow by around 14% over the 2001-05 period. 

Retail and Wholesale – after manufacturing, the retail and wholesale sectors are 
expected to benefit most from EU accession with forecasts suggesting growth of around 
5% over the period to 2005, fuelled by higher disposable incomes. Inward investment is 
likely to be a key driver. 

Food and Drink – the food and drink sector accounts for an increasingly important share 
of Lithuania’s economy.  There are particular strengths in the dairy processing and 
brewing sectors, where Lithuania exports extensively both in Europe and worldwide. 

Manufacturing  – the industrial sector is currently dominated by relatively low value 
added, low skill activities with production based on high technologies accounting for an 
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estimated 13% of the total (compared with 20-25% in existing EU Member States). The 
main industries that use highly-skilled labour include the pharmaceutical industry, 
machinery and equipment, and the electronic industry. However, these sectors account 
for less than 4% of total manufacturing output. The SPD’s assessment of the impact of 
EU accession on the manufacturing sector suggests that manufacturing will be benefit 
most during the 2002-2009 period in terms of the share of the value added generated 
(LTL 18.6 billion).  These effects will come about largely as a result of increased trading 
and investment opportunities associated with the common market.  

Textiles is also a key sector in the manufacturing industry. Competitive labour costs in 
Lithuania as well as the introduction of new technologies have helped to significantly 
improve the sector’s productivity, value-added and competitiveness over the past five 
years. There has been an increasing trend in the textiles industry towards higher value-
added activities such as the production of better quality garments. In parallel with the 
introduction of new technologies, significant investment has been made in training and 
skills development by textile companies in order to ensure that the impact of investment 
in new technologies is maximised. 

Research and Development – Lithuania has a well-developed network of scientific and 
higher education institutions. The SPD highlights the potential contribution of R&D to 
economic development (at present, R&D accounts for a very small share - around 0.6% - 
of GDP. Certain areas of applied R&D are seen as having particularly strong potential in 
this respect (biotechnology, biochemistry, chemistry, physics, mathematics, 
environmental protection).   

Transport  - the share of GDP accounted for by Lithuania’s transport sector has been 
increasing and now represents some 8% of total GDP (the sector employs some 73,000 
people or 5% of the total workforce). With the planned upgrading of key road, rail, air 
and seaports, there is considerable scope to develop transport services, especially given 
the increased transit traffic that is expected following the accession of the Baltic States to 
the EU. There may also be scope for a growth in value added logistics. 

Whilst the growth of sectors such as construction, education and retail and wholesale will 
be largely fuelled by domestic demand, expansion on the scale forecast of the 
manufacturing and transport sectors will depend more on the ability of Lithuanian 
undertakings to compete in European markets.   

Electricity, Gas and Water – Lithuania’s energy sector is currently characterised by 
over-capacity - production capacity currently significantly exceeds demand. However, 
this will change at least with regard to electricity following the decommissioning of 
Ignalina Nuclear Power Plant. There will be significant new investment in the energy 
sector of around LTL 1.8 billion for the period 2002-2009 to modernise existing utilities 



Ex Ante Evaluation of the Lithuanian Objective 1 SPD – Final Report  Section 

Baseline Assessment & SWOT 
 

3 
 

 

47 
Centre for 

Strategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation Services 

and to link Lithuania to eastern and western European energy networks.  New 
technologies in the energy sector and the development of renewable energy sources 
provide further opportunities for sectoral growth.  In terms of the sector’s share of 
employment, however, this is unlikely to increase given the largescale job losses that will 
result from the decommissioning of Ignalina. 

Important/Limited Growth Sectors (Quadrant C) 

‘Important sectors’ represent a significant proportion of Lithuania’s current GDP and a 
higher share of employment. However, there are only relatively modest future growth 
prospects. 

Agriculture and Fisheries – employment in these sectors has declined from 23% in 
1995 to 17% in 2002. However, the agriculture and fisheries sectors still provide the 
overwhelming majority of job opportunities in rural areas of Lithuania.  These sectors are 
also expected to be significant beneficiaries of EU accession although the common 
market effect will be felt here more indirectly rather than directly, i.e. through the general 
increase in the volumes of production, income and consumption. The SPD’s assessment 
is that the financial flows from the EU will have a much higher relative impact on 
agriculture and fisheries than in the case of the industrial sector. 

Public Administration and Defence – these sectors currently account for a relatively 
large share of employment. However, reform of Lithuania’s public administration and 
services will lead to a reduction in job levels and should bring about increased 
productivity. Share of GDP is forecast to decline by around 11% between 2001-05. 

Healthcare - the provision of healthcare services is characterised by a hospital 
infrastructure that is overdeveloped in terms of quantity but does not meet EU quality 
requirements. A similar situation exists in the social services field where a priority is to 
switch from residential-based provision to community facilities.  It should be highlighted 
however, that while the health sector needs to undergo rationalisation, it is a critical 
dimension of the Lithuanian economy.  It also clearly has an important wider economic 
and societal role to play in terms of promoting general well-being, improving the level of 
good health of the Lithuanian population and minimising the numbers of economically 
inactive. 

The priority in the case of these sectors is to bring about a restructuring of major 
undertakings so that they can adapt to change. This process has been underway for some 
time in Lithuania’s public administration. This is also true of the Agriculture and 
Fisheries sector which has benefited from SAPARD aid. The aim of the Objective 1 
strategy (Priority 4) is to accelerate this process of structural change by helping rural 
areas to develop more diversified local economies. There are links in this respect with 
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efforts to promote ‘emerging sectors’ such as Tourism and certain smaller scale activities 
in the Extractive and Processing sub sectors.  

The sectors identified above will remain important to the Lithuanian economy. However, 
with the prospect of reduced labour levels, efforts to promote restructuring will need to 
be accompanied by schemes to retrain workers (Priority 2 of the Objective 1 strategy). 
Similar considerations apply to the ‘declining sectors’ (see below). 

Declining Sectors (Quadrant D) 

Lithuania has several sectors that account for a relatively low share of GDP and jobs 
(10.8%) which do not have favourable growth prospects unless major restructuring and 
rationalisation takes place.   

3.8.2 Regional aspects of SWOT 

While recognising that the European Commission does not wish Lithuania to adopt a 
regionally-focused development strategy for the current programming period, CSES 
nevertheless noted in comments on earlier versions of the SPD that regional aspects of 
the SWOT needed to be made more prominent.  The baseline assessment identified inter-
regional disparities across key economic indicators such as GDP per capita and 
unemployment levels between Lithuania’s ten counties and also disparities within 
counties.  We advocated that these needed to be brought through more strongly in the 
SWOT analysis.   

In order to help the Lithuanian authorities improve the regional dimension of the SWOT 
and baseline, CSES undertook research on regional aspects.  We found that regional 
disparities increased significantly during the transition period from a command to a 
market economy. Disparities in GDP between the most and the least developed regions in 
Lithuania now vary by a factor of 2.6 times. Growth in disparities within regions has 
been even more pronounced. The aim of Lithuanian regional policy as provided for in the 
National Law on Regional Development is to decrease social and economic disparities 
both between and within Lithuanian regions. This aim is to be realised through fostering 
regional initiatives and direct state support to “problem territorial areas” as defined by the 
Government and in line with state aid rules. Given that direct support is available for 
Lithuanian regions through the existing national framework, the Structural Funds will not 
have a strong regional dimension. However, selection criteria will be used as a means of 
promoting the regional dimension under individual measures. Also, some measures such 
as the port infrastructure dimension of Priority 1, Measure 1 will clearly benefit particular 
regions.  

Our research suggests that there are also region-specific issues stemming from industrial 
restructuring. These might be tackled directly by the Structural Funds in future 
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programming periods.The scheduled closure of Ignalina Nuclear Power Plant (INPP) in 
the town of Visaginas, Utena County, for example, is clearly one of the most significant 
imminent factors likely to have a major effect on a particular region. The plant currently 
employs some 4,500 people and completely dominates employment in the town – which 
has only 36,000 inhabitants.  Clearly, support will be needed for economic diversification 
activities both in Visaginas. Special support will be available in this area under a separate 
funding stream from the Structural Funds. There are other examples of towns in 
Lithuania that are over-dependent on a particular industry.  Palanga, Nida, Druskininkai, 
Birštonas, for example, are heavily dependent on tourism and have suffered from a 
decline in tourist visitors from CIS countries in the early-mid 1990s. While visitor 
numbers are now increasing, more needs to be done to diversify the economies of these 
towns. Other towns with a narrow industrial structure include K÷dainiai and Jonava 
(fertilisers production), Mažeikiai (oil processing), Radviliškis (rail transport), Akmen÷ 
(construction materials).   

3.8.3 Strengths and Weaknesses of Lithuania’s Institutional Structures 

The adoption of the EU ‘acquis (communautaire)’  – a body of legal norms and principles 
constituting a pre-condition of EU membership – has brought about important changes in 
the regulatory environment. The process of harmonisation between EU and national 
law in areas where the European Community has jurisdiction is an ongoing one – in a 
number of policy areas, particularly in the field of agriculture, there will be transition 
periods. There are a number of implicit benefits from this process of regulatory change. 
The adoption of EU-wide standards should bring down the cost of doing business on a 
cross-border basis. The implementation of the principle of mutual recognition of 
qualifications will also mean a more flexible, mobile labour force and the imposition of 
EU health and safety requirements, for example in the food industry, should bring 
Lithuanian consumers greater protection.   

However, there are also significant costs involved in bringing the national legislative and 
regulatory environment into line with the EU. Businesses must meet the costs of 
compliance with EU regulatory requirements in order to stay in business while the 
Lithuanian government must meet the cost of transposing EU legislation into the national 
legislative framework and must monitor and enforce new legislation. During the 
accession negotiations a small number of temporary transition periods were agreed 
regarding issues where the negotiating parties accepted that the cost of the immediate 
application of EU legislation would be disproportionate to the benefits. In total, during 
accession negotiations, Lithuania was granted 21 transition periods and 2 derogations, 
mainly in the agricultural sector. 

In addition to the regulatory requirements imposed by the adoption of the acquis, the 
overall willingness to reduce the administrative burden on the economy is essential for 
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rapid economic and social development. There is a long-term commitment to decrease 
taxes on both capital and labour, which most frequently takes the form of an incremental 
decrease in taxation rates. Arguably, overall aggregate level of various taxes on capital is 
still lower in many other European countries. In 2002 the corporate profit tax rate was 
reduced from 24% to 15%. Moreover, there is an ongoing effort to improve the 
qualification levels of tax inspectors and to make greater use of the potential offered by 
information technology, simultaneously reducing the high level of tax inspections of 
SMEs and eliminating other potentially harmful tax measures. These changes should 
have a positive overall impact on the business environment in general and on 
entrepreneurship in particular. 

However, according to some international observers (e.g. the European Commission and 
the International Monetary Fund), the setting up and registration of businesses in 
Lithuania still takes too long, and complex administrative procedures still constitute 
obstacles to SME creation and development. Simplification of administrative procedures 
in this area is ongoing, and the time needed to register a company is being reduced (target 
is maximum 10 days). One example could be the ongoing establishment of the unified 
Register of Legal Entities, which by 2004 will substitute numerous other registers, 
currently used for registration of various types of businesses. Moreover, the Government 
is pursuing a programme of improvements in the regulatory environment in the fields of 
construction and land acquisition, for example, in streamlining procedures and the 
methodology for calculating land valuations, the preparation of territorial planning 
documents and the definition of requirements for property development and procedures 
for compensation.  

According to the Commission’s latest assessment, the implementation of the bankruptcy 
and restructuring laws seems effective, thereby laying a sufficient regulatory 
framework for ongoing restructuring of economy. In the area of access to capital, the 
strengthening of the banking sector and the related improved access to long-term credit 
(+20% of the corporate loan portfolio in 2001) have had a positive impact on levels of 
investment. Nevertheless, smaller businesses still complain about their limited ability to 
access capital from the banking sector. To some extent, access to finance for SMEs has 
improved through the setting up of dedicated credit lines in commercial banks and the 
setting up of a new public institution to provide guarantees for SME loans – INVEGA.  

Lithuania has achieved a relatively good level of alignment with the acquis in the area of 
the mutual recognition of professional qualifications, which should allow Lithuanian 
companies to benefit from the free movement of labour. EU nationals and members of 
their families wishing to be employed in Lithuania no longer need to obtain a work 
permit. Nevertheless, the Commission’s assessment claims that Lithuania needs to 
introduce measures to ensure that all its professionals can, on accession, meet the 
requirements laid down by the directives; e.g., a major effort is needed to improve 
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considerably training for nurses and midwives to bring the level of qualification up to the 
EU average. 

3.9    Conclusions – Baseline Assessment and SWOT 
 
Overall, the baseline assessment and SWOT analysis provide a balanced assessment of 
the current socio-economic situation in Lithuania as well as key trends. 
 
In light of our comments on potential improvements, those aspects of the SWOT that had 
previously been neglected – notably sectoral strengths and weaknesses and the 
identification of ‘key sectors’ likely to drive the growth of the economy as a whole as 
well as the regional dimension – have now been greatly improved.  
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In this section we examine the overall rationale for the Objective 1 programme and 
assess the appropriateness of the strategy to address Lithuania’s development priorities. 
We review whether proposed Priorities and Measures are an appropriate means of 
achieving the vision set out in the strategy and consider whether indicative financial 
allocations are appropriate. Finally, we summarise key findings in respect of the 
‘internal’ and ‘external’ coherence of the SPD and Programme Complement.  

4.1      Programme Rationale, Development Priorities and Strategy 

In accordance with Commission guidance, we have undertaken a review of the Objective 
1 development strategy’s overall rationale.  The assessment focused on programme aims, 
key development priorities and the overall strategy.   

4.1.1 Objective 1 Long-Term Vision  

The three year programming period is evidently too short in developmental terms to 
realise many of Lithuania’s longer-term aspirations.  Earlier versions of the SPD did not 
include a definition of the Programme’s longer term aims. Two key suggestions were 
made by CSES to address the need for a longer-term component to the development 
strategy.  First, a ‘vision statement’ was included in the SPD which had as its broad aim a 
significant reduction in the gap between Lithuania and EU15 across key socio-economic 
indicators such as GDP per capita.  Secondly, we advocated that in so far as possible, the 
‘vision statement’ should be supported by quantified targets.  The first suggestion was 
adopted by the Ministry of Finance.  The second was also taken on board - a long-term 
goal of reaching the EU27 GDP average by 2015 was set.   

CSES helped prepare the long-term vision statement for the Ministry of Finance. In so 
doing, we drew on previous work carried out by the Lithuanian government in its Long 
Term Economic Development Strategy 2015. 

4.1.2 Objective 1 Development Strategy 2004-06 

The Development Strategy’s overriding aims are to “Strengthen the preconditions for 
growth in long-term national economic competitiveness and rapid development of 
knowledge-based economy in terms of GDP and employment growth, leading to 
increasing well-being and higher living standards in the entire country for its all 
inhabitants”.  
 
The primary means for achieving these overarching aims are to: 
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• Invest in physical infrastructure as a means of creating the necessary 
preconditions for sustainable economic growth and development; 

• Invest in human resource development, skills and training as a means of 
ensuring that Lithuania can compete in European markets and maximise value 
from new technologies; 

• Strengthen economic competitiveness by supporting both SMEs and business 
start-ups, as well as encouraging entrepreneurship more generally; 

• Manage the process of structural readjustment necessary for Lithuania to 
improve its competitiveness with a particular focus on the agricultural sector, the 
health sector and on manufacturing. 

In our view, the strategy’s overall development aims are appropriate to Lithuania’s needs 
as set out in the baseline assessment and confirmed by wider research. The focus on 
increasing GDP per capita, if successful, will bring a wide range of socio-economic 
benefits and will allow the state to increase fiscal revenues to fund further public 
investment in creating the necessary framework conditions for growth.  Additional public 
funds will also help the Lithuanian government to face the challenges of restructuring 
declining industries and of improving the quality of public service provision (e.g. 
education, healthcare etc). An increase in GDP should also help to bring about higher 
living standards and increased employment opportunities which in turn should help to 
alleviate social deprivation and poverty.  The focus on employment creation is also 
appropriate in view of high structural unemployment and attendant social consequences.  
Stemming the decline in activity rates since transition and ensuring that education and 
vocational training are more closely aligned with labour market requirements will be 
important in helping to maximise the Lithuanian economy’s overall potential. 

There remains a question mark with regard to the overriding strategic emphasis placed on 
the importance of developing a knowledge-intensive economy. It could be argued that 
Lithuania’s main competitive strengths at a European level lie in more traditional sectors 
such as manufacturing (e.g. textiles etc.), extraction and processing (e.g. oil refining) and 
food and drink (e.g. processed cheese etc.) rather than in knowledge-intensive (and 
predominantly service) sectors. While there will necessarily be major investment in both 
manufacturing and industry in new technologies as part of a move towards higher value 
added activities, these sectors are not traditionally classified as knowledge-intensive. 
Clearly, a balance will be needed during the ongoing process of economic restructuring 
between traditional sectors on the one hand and new, fast growth sectors on the other. 
While ‘knowledge-intensive’ sectors such as IT, telecommunications and biotechnology 
are likely to become increasingly important and account for a growing proportion of 
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GDP, it should not be forgotten that manufacturing and industry will remain of vital 
importance to the Lithuanian economy. 

In earlier versions of the SPD, CSES identified a number of shortcomings in terms of 
links between the SWOT and the definition of Objective 1 Priorities and Measures. These 
have now largely been addressed.  As far as the horizontal themes are concerned, CSES 
advocated that more explicit attention should be devoted to the cross-cutting themes of 
the information society, equal opportunities and environmental sustainability. 
Whereas previously, the cross-cutting themes were mentioned at the end of the 
development strategy in a rather tokenistic way, a separate sub-section in the strategy has 
now been included.  

The strategy recognises the difficulty in reconciling national economic development 
strategies on the one hand (based around growth poles) with the need for balanced 
regional development and economic growth in less prosperous areas on the other.  
Achieving balanced growth and socio and economic cohesion between the ten regions in 
Lithuania is not however a priority during the current programming period.  The 
Commission asked Lithuania to concentrate on a national development strategy for the 
2004-06 period.  Regional issues will nevertheless still be addressed through the National 
Law on Regional Development and through the prioritisation of project applications from 
disadvantaged regions/ areas within regions. Selection criteria will also be used to 
promote regional development in some measures.   

While earlier versions of the document made insufficient reference to national and 
European strategies/policies, the formal draft SPD devoted more attention to the question 
of ‘external coherence’.  It contained a number of useful references to relevant domestic 
and European strategies such as the Lithuanian National Economic Development Strategy 
2015, the Rural Development Plan, the National Transport Policy, the National Health 
Strategy, the National Sustainable Development Strategy and the European Employment 
Strategy.   

In earlier versions of the SPD, CSES noted that the development strategy failed to clearly 
identify key sectors with the greatest potential to capture new export markets - referring 
only to ‘export-oriented sectors of industry, agriculture and services’. Similarly, earlier 
versions of the SPD identified the development of ‘strategically located major growth 
centres’ as an important means of spearheading sustainable economic growth and 
development.  However, it did not specify in any detail existing or potential centres of 
excellence (e.g. clusters of private companies located in close geographic proximity, 
often linked to a specialised Higher Education institution(s)).  Although there are now 
some references to clusters (such as the presence of a number of technology companies 
linked closely with Kaunas Technological Institute) in the Measure level descriptions, we 
argued that the role of clusters/ centres of excellence could be given more prominence. 
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CSES also argued that it would be helpful to make more explicit references to other EU 
supported programmes in Lithuania that will run in parallel with the Structural Funds 
Objective 1 programme – i.e. transport and environmental projects supported by the 
Cohesion Fund and agricultural projects supported under the Rural Development Plan.  
This recommendation has been taken on board.   

The table below illustrates how Priorities and Measures will contribute to the 
achievement of the development strategy’s key objectives.  

Table 4.1: Priorities and Measures  - Coherence with Overall Programme Aims 

Priority Key Objectives of Strategy  How Priorities/ Measures will contribute to 
realising Objectives 

Programme 
level  

Growing competitiveness of the 
national economy resulting in fast 
knowledge-based economic 
development, expressed, first of all, 
by real GDP and employment 
growth, and leading to increasing 
welfare and higher living standards 
nationwide for its all inhabitants 

P1, P2, P3, P4 will all help to improve 
competitiveness and either directly or indirectly 
contribute to employment and GDP growth 
P2 and P3 are likely to have an impact on 
catalysing Lithuania’s transition to a knowledge-
based economy 

Priority 1 – 
Social and 
Economic 
Infrastructure 

Advanced physical conditions for 
business development. 

Development of economically 
effective and widely-spread 
infrastructure of energy, 
transportation, healthcare. 

Putting environmental infrastructure 
in order and creating possibilities for 
its development. 

Indirectly, all infrastructure measures will help to 
improve business environment.  However, 
business support specific infrastructure (e.g. 
building new incubators) isn’t supported under P1 
but P3 
M1, M2, M3 and M5 under P1 will bring about 
better transportation, energy and healthcare 
infrastructure 
M4 will help with regard to improving the 
environment through infrastructure development 
M6 will help develop and upgrade the necessary 
infrastructure to facilitate Human Resource 
Development (education, training etc.) 

Priority 2 - 
Development 
of Human 
Resources 

Improved competence of labour 
force and its better adaptability to 
requirements of labour market. 

Improved quality and accessibility 
to education and vocational training. 

Wider social integration 

M1, M2, M3, M4 and M5 under P2 should all 
boost labour force competence. M1, M2 and M4 
should help to improve quality of supply side 
training with consequent improvements in terms of 
better tailoring of training to labour market 
requirements 

M3 should help improve access to education & 
vocational training in peripheral/ poorly served 
areas; M3 should also have a direct impact on 
fostering greater social integration 

M5 will help to improve skills levels in the R&D 
sector 
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Priority 3 - 
Development 
of Productive 
Sector 

Improvement of the competitiveness 
of industry and business. 

Development of tourism potential. 

Development of IT potential. 

All Ms under P3 should help to improve 
competitiveness. Ms 1,2 and 4 directly whilst M3 
(information society) is likely to have significant 
indirect benefits in terms of productivity & 
competitiveness improvements 

M1 will benefit private firms working in R&D  

M4 should boost Lithuania’s tourism potential 

M3 should boost Lithuania’s IT potential 

Priority 4- 
Agriculture, 
Rural Areas 
and Fisheries 

Develop competitive and market 
oriented agriculture, to produce 
environmentally friendly products 
for domestic and external markets, 
and to increase rural employment; 

Encourage the diversification of 
economic activities in rural areas, 
promoting farmers with additional 
income generating activities, in 
preserving biodiversity, landscape 
and quality of environment.   

M1, M2, M3, M4 and M7 should all help to 
improve the agricultural sector’s competitiveness  

There needs to be greater explanation of the link 
between Ms under P4 and the production of more 
environmentally friendly products – this link is 
unclear from current SPD text 

M8 to M11 will benefit fisheries development 

Rationalisation in ag. sector means that rural 
employment may actually decline as a result of 
external changes – contradicts stated objective that 
rural employment will increase 

 

4.2       Review of Priorities and Measures 

4.2.1 CSES Comments on Priorities and Measures 

During the evaluation, CSES provided detailed comments on Priorities and Measures to 
help improve the quality of programme documentation.  Key concerns that we expressed 
during the drafting of the SPD are set out below: 

• There was a need for more focus - a number of Measures were too broad in scope.  
There would be benefit in greater prioritisation based on needs and disparity 
assessments.  

• Several measures would benefit from having more clearly articulated objectives 
and prioritisation .    

• More emphasis should be placed on the horizontal themes.   

• Greater attention should be given to demonstrating external coherence between 
the SPD and national and EU strategies, policies and priorities 
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The concerns highlighted above have in the main now been addressed.  Efforts have been 
taken to prioritise activities supported within Measures.  Much greater prominence has 
now been given to the horizontal themes – both at a horizontal level across the 
programme and at individual measure level.  Finally, while by no means perfect, there is 
evidence of more systematic cross-referencing with national and EU strategies than was 
previously the case.   

4.2.2 Detailed Comments on Coherence of Priorities and Measures 

In our view, the four Priorities - infrastructure, human resource development, the 
productive environment, and agriculture and rural development – and the measures 
contained within the priorities are broadly appropriate given the overall aims of the 
Objective 1 programme in terms of job and wealth creation.   

Priority 1  - with regard to infrastructure (Priority 1) there is a clear need (identified in 
the baseline assessment and SWOT) to develop and upgrade basic infrastructure (e.g. in 
the transport, environment, education and training sectors) in order to create the 
necessary pre-conditions for economic growth.  

Priority 2  - turning to human resource development, investment in skills and training 
will clearly have an important bearing on the sustainability of Structural Fund 
interventions across all Priorities.  Investment in business support schemes, for example, 
would be futile without support for HRD to ensure that SME Managers and key 
employees acquire the necessary managerial, project management and marketing skills 
with which to maximise the impact of capital investment projects. Investment in HRD is 
equally critical from a social cohesion perspective.  

Tackling structural employment issues through skills development for the unemployed is 
an important means of helping to prevent social exclusion, particularly for those without 
qualifications. Given that until recently, Lithuania had a comparatively low level of 
active labour market measures to support the unemployed, the Structural Funds will play 
a particularly important role in helping the unemployed to access employment 
opportunities through skills development and training. 

Priority 3  - with regard to the productive environment, Measure 1 provides financial 
support mainly in the form of grants for investment purposes directly to SMEs. In order 
to grow, business start-ups and SMEs will need access to finance to help fund investment 
as well as high quality business advisory services. Measure 2 will help to develop and 
improve Lithuania’s existing business support infrastructure (e.g. business centres, 
incubators, business information centres etc.). Having the right business support 
framework in place is regarded as a critical pre-condition for creating an entrepreneurial 
climate in existing EU15 countries and is clearly coherent with practice elsewhere.   
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Larger undertakings – particularly in the Extraction and Processing sectors - will need 
business support (workforce skills development, new technologies, product development 
and design, etc) to develop their competitiveness and export potential. With regard to the 
development of tourism in the private sector, initiatives will be supported to help develop 
the potential of smaller undertakings (hotels, leisure facilities, restaurants, etc.). 
Examples of the types of activities envisaged include training to develop business skills, 
marketing, the use of ICT, etc. Basic quality standards also need to be developed as a 
framework for encouraging the adoption of good practices. Similar actions will be 
required in certain Financial and Business Services sub-sectors, and activities such as 
leather and wood products in the Extraction and Processing Industries, where there is also 
scope for promoting SMEs.  

Measure 3 concerns investment in ICT infrastructure.  Investment in ICT will be of 
critical importance if Lithuania is to succeed in its transition to a more knowledge-
focused economy. Activities supported under this Measure include support to develop e-
government services and financial support to build a broadband infrastructure. 
Investment in e-government should help improve the efficiency and productivity of the 
public sector while the development of a nationwide broadband network should help to 
level the ICT playing field between urban and rural areas and prevent the emergence of a 
digital divide.  

Measure 4 under Priority 3 will help to improve Lithuania’s public tourism infrastructure.  
This Measure is coherent with the identification of tourism as a potential key growth 
sector in the development strategy and in the SWOT. The creation of an IT network for 
Lithuania’s nationwide network of tourist information centres, for example, should help 
to promote Lithuania as a tourist destination externally, improve internal communication 
between tourist information centres, facilitate the launch of joint marketing efforts and 
improve productivity.  Business support for the private sector in the tourism sector will 
be under Priority 3, Measure 1. 

Priority 4 - finally, with regard to Rural and Fisheries Development, support for the 
agricultural, fisheries and forestry sectors is clearly appropriate given the need for large-
scale restructuring and rationalisation, the consolidation of land parcels etc. Given that 
many rural areas in Lithuania are overly dependent on agriculture/ forestry as the main 
source of employment, it is clearly right that economic diversification receives 
prominence.  Only by creating alternative sources of income and employment can the 
negative effects of structural readjustment and rationalisation be mitigated. 

4.3 Review of Horizontal Themes 

Earlier versions of the Objective 1 SPD gave insufficient prominence to horizontal 
themes. To make this aspect of the SPD more visible, CSES recommended that: 
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Table 4.2: CSES Recommendations- Horizontal Themes 

• The description of the SPD’s four Priorities should be supported by a new section setting out how 
the horizontal themes will be tackled; 

• Measure level descriptions should indicate whether or not they will have a positive impact on 
equal opportunities, the information society and sustainable development/the environment. Where 
appropriate, measure descriptions should also set out how the cross-cutting themes will be taken 
into account during implementation; 

• Consideration should be given to establishing an inter-ministerial working group for each cross-
cutting theme to help coordinate implementation aspects and monitor the impact of the 
programme on equal opportunities, the information society and sustainable development/ the 
environment. 

In light of our comments, the formal draft of the SPD now includes a separate section on 
horizontal themes. The inclusion of cross-cutting indicators in the Programme 
Complement – also recommended by CSES – is a welcome development and will ensure 
that horizontal themes are kept firmly in mind during the implementation process.  Less 
positively, however, it is unclear from an implementation perspective how the Managing 
Authority will mainstream the horizontal themes. It is important that mechanisms are put 
in place as soon as possible to monitor the implementation of the horizontal themes 
across the programme. Another key management issue in relation to the cross-cutting 
themes is ensuring that practical guidance is available to project sponsors and applicants 
on how to incorporate the Cross-Cutting Themes (CCTs) at a project level.  Examples of 
guidance on the horizontal themes are available from Managing Authorities across 
Europe – an example being the Welsh European Funding Office (WEFO) in Wales, UK, 
which has produced practical guidance on all three horizontal themes.   

4.3.1 Equal Opportunities 

 
Regulation 1260/99 laying down the general provisions on the Structural Funds for the 
2000-06 period requires the Managing Authority and other competent authorities 
responsible for Structural Fund implementation to help eliminate inequalities and 
promote equality between men and women.  It also requires equal opportunities in their 
wider sense to be taken into account (i.e. not restricted to gender).  The Structural Fund 
regulations stipulate that the Structural Funds should be used to help “combat 
discrimination on the grounds of race, ethnic origin, disability or age by means of an 
evaluation of needs, financial incentives and an enlarged partnership”. 3   

The formal draft of the SPD contains a section (Section 2.2.3) dealing with the horizontal 
cross-cutting themes including equal opportunities. Below we highlight recommendations 
made by CSES to improve the equal opportunities dimension of the SPD strategy.  

                                                 
3 Council Regulation (EC) No 1257/1999 of 17 May 1999 
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Table 4.3: CSES Recommendations – Equal Opportunities 

• Including an analysis in the baseline assessment on ethnic minority issues in the labour market 
- labour participation rates amongst ethnic groups in Lithuania are below the national average 
while unemployment rates exceed the average; 

• Adding a separate chapter in the SPD dealing with the cross-cutting priorities including equal 
opportunities setting out how the strategy will contribute to a reduction in inequality; 

• Setting out implementation arrangements in terms of how the promotion of equal 
opportunities will be monitored across the Objective 1 programme; 

• Recommending that the number of projects supported having a positive impact on equal 
opportunities be used as a core indicator in order to help measure the impact of the programme 
on equal opportunities; 

• Recommending that equal opportunities are encouraged through the use of selection criteria – 
favourable treatment / additional weighting could, for example, be given to applications 
received from female applicants for new business start-ups; 

 
Data is now included in the SPD on the labour participation rates of Lithuanian national 
minorities – Poles, Russians and Roma. However, whereas possible explanatory factors 
are put forward for the low participation rates of the Roma community in Lithuania, no 
factors are put forward to explain lower than average participation rates amongst other 
national minorities. This could be taken from the Joint Assessment of Employment 
Policy Priorities (JAP) – which provides detailed information in respect of labour market 
obstacles faced by minorities.  It notes that higher than average unemployment is due in 
part to the concentration of the non-Lithuanian population in socially and economically 
underdeveloped areas. Secondly, unemployed individuals from national minorities also 
tend to have lower levels of general and vocational education than Lithuanians. Finally, 
linguistic barriers constitute another mitigating factor.  
 
It should however be emphasised that there are generally very good relations between 
Lithuanians and the main minority ethnic groups in Lithuania (e.g. Russians, Poles, 
Belarussians, etc.).  It should also be highlighted that variations in participation rates are 
also related to social factors and geography (i.e. ethnic minorities are concentrated 
disproportionately in less prosperous and more agriculturally dependent rural areas where 
there are less employment opportunities. It is also worth pointing out that the promotion 
of equal opportunities and the removal of obstacles to labour force participation will be 
explicitly tackled through the EQUAL Community Initiative. 
 
Measures with an Impact on Equal Opportunities 
 
While a large number of measures may have a positive impact on equal opportunities, 
only Measure 3 – Priority 2 (the prevention of social exclusion and promotion of social 
integration) are explicitly designed to promote equal opportunities.  The measure has two 
main objectives – first, to increase the integration of disadvantaged groups (the disabled, 
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prisoners, national minorities) into the labour market and secondly, to create conditions 
for reintegrating women that have had children back into the labour market.  
 
Other measures will also have an impact on equal opportunities. For example, Measures 
1 (Promotion of Industrial and Business Development) and 2 (Improvement of the 
Industrial and Business Environment) under Priority 3 share common objectives: 
improving the overall business environment, encouraging increased levels of 
entrepreneurship and supporting SME development.  Indirectly, these measures will help 
to promote equal opportunities – for example, through the granting of support to women 
entrepreneurs. Priority 2, Measure 2 (the promotion of lifelong learning) will also benefit 
women indirectly – one of its objectives is to encourage the adoption of flexible working 
practices/ new forms of work organisation by Lithuanian businesses.  Given that one of 
the barriers to women re-entering the labour market is the lack of access to childcare 
facilities / flexible working arrangements, this will provide a step forward in helping to 
reduce obstacles to labour market  participation of ‘women returners’ i.e. women 
returning to the labour market after having had children.  
 
Again, problems in respect of gender equality between women and men should not be 
over-emphasised – issues such as access to affordable childcare are common issues in all 
EU15 countries. Indeed, the statistics show the relatively favourable position of women 
in the Lithuanian workforce - female labour participation rates are higher than those for 
men and it is common for women to take on senior management roles – particularly in 
the public sector. 

4.3.2 Sustainable Development 

In Working Paper 2, CSES undertook a review of the SPD’s treatment of sustainability.  
Conclusions were that:  

• In the original version of the SPD, the issue of 'sustainable development' tended to 
be addressed in specific priorities rather than as a horizontal theme; 

• Insofar as the theme was addressed, a narrow definition relating to the 
environment tended to be used rather than a broader concept of sustainable 
development that encompassed an economic and social dimension; and  

• Explicit linkages needed to be made to national domestic policies in this area – 
namely Lithuania’s sustainable development strategy. 

While sustainable development is now explicitly addressed as one of the three cross-
cutting themes, there is still a tendency to focus on the environmental dimension. During 
the current programming period, in our view this is entirely appropriate given the scale of 
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the task of implementing the Structural Funds and simultaneously incorporating the 
cross-cutting themes for the first time.   

Issues relating to sustainable development are flagged up in the baseline assessment and 
in the measure level descriptions in a number of instances: the sections dealing with 
energy, the environment and transport make reference to the potential environmental 
benefits and impact of activities supported. The tourism section also refers to the 
potential positive environmental benefits of infrastructure development.  However, the 
latter did not in out view adequately explore the potential negative consequences of 
tourism infrastructure development.   

In the section dealing with agriculture, rural development, forestry and fisheries, the 
potential environmental benefits are emphasised. For example, the Forestry measure will 
support Lithuania’s national reforestation strategy. Similarly, the Fisheries measure will 
reduce the total capacity of the Lithuanian fishing fleet by taking older vessels out of 
service thus improving the sustainability of fish resources. 

In order to help ensure the effective implementation of the sustainable development 
dimension, CSES suggests that an inter-ministerial working group, chaired by the 
Ministry of Environment, should be set up to monitor sustainable development aspects of 
the programme and ensure that these are being taken into consideration during all stages 
of the programming life cycle.  A similar approach was adopted for the preparation of the 
Environmental Impact Assessment - individual ministries were encouraged to consider 
the positive and negative impacts of proposed measures with the Environment Ministry 
acting in a lead co-ordinating capacity.  This would be in line with the Strategic 
Environmental Assessment directive, which seeks to ensure that the potential 
environmental effects of projects are assessed and appropriate mitigation measures 
developed.  The goal should be to integrate sustainable development thinking into 
strategic decision making, operating at the earliest appropriate stage of the planning 
cycle. Any such administrative organisation of this type must include stakeholder 
representation, and a process of consultation and dialogue.   

We also suggest that a series of quantitative indicators is adopted to help measure 
progress against objectives and underpin the implementation of sustainable development 
aspects.  This is a complex area.  We suggest that a small number of core sustainable 
development indicators are agreed which draw on the inevitably larger number of more 
detailed indicators which will exist to measure progress in each of the three key areas - 
economic, social and environmental.  Such an approach has been taken in some 
developed countries, such as the UK, Finland, and the USA in which approximately 15-
30 national or 'headline' indicators are used to measure progress, based on a larger set of 
specific indicators.  
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Finally, it is worth highlighting external coherence issues – Lithuania has a national 
sustainable development strategy.  Clearly, it will be important to ensure that during 
programme implementation, the treatment of sustainable development is consistent and 
coherent with the national strategy.   

4.3.3 Information Society 

CSES reviewed the SPD’s treatment of the information society as a cross-cutting theme 
in February 2003. The key finding from the assessment was that the information society 
theme was not generally treated as a horizontal theme and tended to be addressed 
vertically i.e. under specific measures. CSES recommended that more needed to be done 
to develop the information society as a cross-cutting theme.   

Following a meeting between CSES and the Information Society Committee, work was 
undertaken to produce suitable text on the importance of the information society as a 
horizontal cross-cutting theme for inclusion in a separate sub-section. We also argued 
that in order to ensure that the information society theme was implemented effectively 
across the programme, an inter-departmental body, such as the Information Society 
Committee itself would be an appropriate and effective institutional mechanism for 
monitoring progress.  We also advocated the inclusion of a horizontal indicator – number 
of projects supported with a positive impact on the information society – as part of the 
overall monitoring framework. 

Following our comments, a separate sub-chapter on the information society was included 
on the horizontal themes. Secondly, the Information Society Committee will play an 
important role in monitoring programme impacts on a horizontal basis. Finally, 
horizontal indicators have now been incorporated into the performance measurement 
framework.  

Measures with an Impact on the Information Society Theme 

The information society is a chapter in its own right in the baseline assessment.  The 
information provided is relevant and appropriate and covers all the core themes that 
might be expected; the emergence of a digital divide between urban and rural areas and 
between the young and old, the need for increased basic ICT literacy amongst the 
workforce, the need for higher level ICT skills, the role of ICT in improving efficiency 
and effectiveness in both government and education and the need for the rapid 
development of e-business.  

There is also a specific information society measure under Priority 3 (Measure 3 – 
development of information services), development of the productive environment.  The 
measure is predominantly focused on public IT infrastructure development and the 
nationwide rolling out of a broadband network – which will have a particularly beneficial 
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impact on rural areas – by helping to ‘level the playing field’ i.e. allowing those in rural 
areas to compete on the same basis as those in more prosperous urban areas.  

4.4       Proposed Financial Allocations  

In this section we review the proposed Objective 1 financial allocations and consider the 
appropriateness of financial weightings to the various Priorities and Measures. 

4.4.1  Financial Allocation at Priority Level 

The table below sets out indicative financial expenditure for the 2004-06 programming 
period by Priority and by funding source. A total of approximately €1.17 billion of 
Structural Fund resources will be spent in Lithuania over a three year period, around two-
thirds of which will come from EU sources with the remainder coming from national 
(predominantly public) sources. 

Table 4.4: Indicative Financial Allocation by Funding Source (in 000s euros) 

Priority/ Measure National Total EU Support (1) 4 Total 

Priority 1 -        Social and 
Economic Infrastructure 

168,135 312,250 (ERDF) 480,385 

Priority 2 - Development of Human 
Resources 

48,278 144,834 (ESF) 193,112 

Priority 3 - Development of 
Productive Sector 

107,757 200,121 (ERDF) 307,878 

Priority 4- Agriculture, Rural Areas 
and Fisheries 

65,409 121,475 (EAGGF) 186,863 

Total 389,579 778,660 1,168,263 

Source: Ministry of Finance July 2003 – expenditure denoted in euros 

The following table shows the indicative EU funding allocation by Priority and the 
proportion of resources of the total devoted to each Priority. While the national 
contribution has yet to be finalised, the EU component has been indicatively set.   

As can be seen, Priority 1 accounts for just over 40% of total expenditure, ESF support 
under Priority 2 accounts for 18.6% whilst Priority 3, the Development of the Productive 
Environment accounts for approximately one quarter of the financial allocation. Finally, 
agriculture, rural development and fisheries account for around 16% of resources.  Based 
on a combination of experience elsewhere and our knowledge of the Lithuanian context, 
we believe the suggested financial allocations are broadly appropriate although 
consideration should be given to strengthening the allocation to Priority 2. 
                                                 
4 Most Priorities are funded by a single fund – such as ERDF, ESF etc.  However, in the case of Priority 4, 
there are two different EU funding sources, EAGGF Guidance and FIFG Guidance 
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Table 4.5: Breakdown of financial allocation by Priority - % allocation 

Priority/ Measure EU Expenditure Financial Allocation by 
Priority %  

Priority 1 - Social and Economic Infrastructure 312,250 (ERDF) 40.1 

Priority 2 - Development of Human Resources 144,834 (ESF) 18.6 

Priority 3 - Development of Productive Sector 200,121 (ERDF) 25.7 

Priority 4- Agriculture, Rural Areas and Fisheries 121,475 (EAGGF) 15.6 

Total 778,660 100.0 

Source: Ministry of Finance March 2003 – expenditure is denoted in euros 

Priority 1 : typically, infrastructure spending in Objective 1 regions accounted for around 
35% of total expenditure during the current 2000-06 period.5  Given that there is arguably 
a more pressing need for infrastructure investment in accession countries than in 
Objective 1 regions of current EU15 countries, it is not unreasonable that around 40% of 
expenditure is devoted to infrastructure, which will lay the foundation for future 
economic growth and prosperity.   

Priority 2 : the proportion of expenditure on human resource development appears 
relatively low (at 18.6%) compared with the EU average of 23%.  Although there are 
absorption capacity concerns stemming in part from the relatively weak institutional 
framework for implementing ESF but equally due to the short programming period, we 
nevertheless believe that there is a case for increasing the proportion devoted to ESF.  
Lithuania’s economy will not realise its full potential – especially with regard to 
developing knowledge-based activities – unless skills bottlenecks are overcome.  

Our research on the quantification of outcomes in the HRD field (i.e. number of ESF 
training beneficiaries) suggests that even allowing for expenditure on supply side 
vocational and education training capacity improvements, there will still be at least a 
doubling of existing provision as far as training for the unemployed is concerned. Whilst 
this is an entirely legitimate aim, a major priority should, however, be to support the 
upgrading of existing workforce skills. At present there are no publicly-funded schemes 
of this type in Lithuania and whilst the private sector might be expected to take the lead, 
some pump-priming will almost certainly be needed, especially for SMEs. We therefore 
consider that an upward adjustment in the allocation to Priority 2 (perhaps to 20% of the 
total Objective 1 allocation) would be appropriate. In our view, the funding required for 
this should come from Priority 1.  

                                                 
5 Source: DG Regional Policy – second report on social and economic cohesion 
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A higher ESF allocation than 20% in Lithunania could lead to absorption problems given 
potential supply side capacity constraints (and the need to ensure that training provision 
is carried out by high quality providers). There may also be problems on the demand side.  
While there is likely to be huge latent demand for skills upgrading, translating this into 
actual demand i.e. raising awareness of the benefits of skills upgrading to employers and 
individuals is likely to prove a major challenge in Lithuania – as it has in existing EU15 
countries.   

In order to assess whether the proposed ESF allocation in Lithuania was appropriate or 
not, we obtained benchmark data looking at the level of resource that will be devoted to 
ESF across the accession countries.   

Table 4.6: ESF share in Objective 1 Accession Country Regions (Indicative) 

Country % 

Slovenia 33 

Slovakia 27.6 

Czech Republic 23 

Poland 22.3 

Latvia 21 

Hungary 20.1 

Estonia 19.6 

Lithuania 18.6 

Malta 14.4 

Cyprus - 

 
The (unweighted) average indicative share of ESF in Objective 1 regions in accession 
countries stands at 22.2%.  This compares with an average of 23% in Objective 1 regions 
in existing Member States. As the data above demonstrates, the proportion of resources 
devoted to Human Resource Development in Lithuania is the second lowest amongst 
accession countries (18.6%) and lags considerably behind Slovakia and Slovenia – 
although we note that Slovenia and the Czech Republic in particular are more 
economically advanced in terms of GDP per capita than Lithuania – which has a 
corresponding impact on developmental priorities.   
 
Leaving aside the question of absorption capacity, the proportion of Structural Fund 
resources devoted to ESF seems incoherent with the SPD development strategy’s 
medium to long term vision of creating a knowledge-driven economy and bringing about 
a shift towards higher value added activities – which will require substantial investment 
in education, skills and training.  Significant investment in HRD is therefore necessary to 
improve the sustainability of Structural Fund investment across the programme as a 
whole. Failure to do so could result in sustainability problems. 
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For these reasons, we suggest that consideration be given to increasing the proportion of 
resources devoted to ESF to bring Lithuania more into line with other accession 
countries. An increase of 1-2 percentage points, for example, would go some way 
towards redressing the gap between Lithuania and the accession country ESF benchmark.  
 
Increasing the proportion of resources devoted to ESF does of course raise important 
questions in terms of capacity to absorb additional funds. Key stakeholders such as the 
Lithuanian Labour Market Training Authority (LMTA) and the Lithuanian Labour 
Exchange (LLE) do not perceive there to be demand-side absorption constraints. They 
state that there is huge demand (both actual and latent) for training and skills upgrading. 
Counterbalanced against this argument is a perception amongst other stakeholders in the 
Objective 1 programme that while supply side capacity in terms of quantity is not a major 
problem, the issue of quality and administrative capacity may act as a major constraint. 

Priority 3 : the proportion of expenditure allocated to the productive environment 
(26.8%) is below the EU level benchmark of approximately 35%.  However, again, given 
the short programming period, it is in our view appropriate - it lessens the risk of 
significant absorption gaps emerging. The high level of assistance per SME (estimated at 
€100,000 by the Ministry of Economy) combined with the attractiveness of high public 
intervention rates (between 50 and 65% of eligible expenditure for SME beneficiaries) 
should help to ensure that the allocation under Priority 3, Measure 1 (direct business 
support) is spent within the timeframe. Similarly, under Measures 3 (information society) 
and 4 (tourism) a pipeline of projects has already been identified suggesting that there are 
unlikely to be problems absorbing the money.  

Priority 4 : although agriculture and fisheries will only receive approximately 15.6% of 
the total Objective 1 resources, there will be additional support through the EAGGF 
Guarantee Fund (i.e. the CAP) and the National Rural Development Plan. Although there 
are clearly massive challenges facing the agricultural sector in terms of restructuring, 
modernisation and rationalisation, the level of resources earmarked for the sector should 
not in our view be significantly increased.  In order for the Lithuanian economy to absorb 
some of the job losses as a result of rationalisation in the agricultural sector, economic 
diversification into new areas and the modernisation of existing businesses and the SME 
base will be needed – which in turn will require substantial investment in Priorities 1 to 3. 

4.4.2  Financial Allocation at Measure level 

The table below shows financial allocation by Priority and by Measure.  We understand 
that the national funding component has yet to be finalised.  The EU funding allocation is 
indicative only. 
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Table 4.7: Indicative Financial Allocation by Priority and Measure (in m euro) 

Priority/ Measure EU Support (1) 6 - in m euro % 
Priority 1 - Social and Economic Infrastructure 312,250 (ERDF) 100.0 
Measure 1 128.1 41.0 

Measure 2 32.4 10.4 

Measure 3 21.6 6.9 

Measure 4 22.1 7.1 

Measure 5 30.8 9.9 

Measure 6 77.2 24.7 

Priority 2 - Development of Human Resources 144,834 (ESF) 100.0 
Measure 1 40.6 28.0 

Measure 2 26.1 18.0 

Measure 3 14.5 10.0 

Measure 4 40.6 28.0 

Measure 5 23.2 16.0 

Priority 3 - Development of Productive Sector 200,121 (ERDF) 100.0 
Measure 1 69.6 34.5 

Measure 2 29.8 14.9 

Measure 3 41.4 20.7 

Measure 4 59.3 29.6 

Priority 4- Agriculture, Rural Areas and Fisheries 121,475 (EAGGF) 100.0 
Measure 1 37.0 30.5 

Measure 2 7.0 5.8 

Measure 3 20.6 16.9 

Measure 4 37.6 31.0 

Measure 5 4.8 3.9 

Measure 6 1.8 1.5 

Measure 7 1.8 1.5 

Measure 8 5.3 4.4 

Measure 9 1.5 1.2 

Measure 10 3.0 2.5 

Measure 11 1.0 0.9 

Priority 1  - Major infrastructure investment will be of critical importance in creating the 
necessary pre-conditions for Lithuania’s future economic competitiveness and social 
well-being.  As can be seen, under Priority 1, the highest financial allocations will be 
devoted to Measures 1 and 6. The former relates to investment in transport infrastructure 
while the latter concerns infrastructure investment in the education and vocational 
training, science and research sectors. Measure 2, (energy supply) will get the third 
highest allocation of resources (10.9%). We believe that the proposed allocations under 
Priority 1 are broadly appropriate although we understand that there is an ongoing debate 

                                                 
6 Most Priorities are funded by a single fund – such as ERDF, ESF etc.  However, in the case of Priority 4, 
there are two different EU funding sources, EAGGF Guidance and FIFG Guidance 
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as to whether transport projects (Measure 1), certain aspects of the energy measure 
(Measure 2) and waste treatment projects (Measure 4) should be supported under the 
Cohesion rather than the Structural Funds.  

We consider it is entirely appropriate that a high proportion of resources be devoted to 
investment in transport infrastructure – critical to Lithuania’s future economic 
competitiveness.  New and improved transport links will allow the country’s favourable 
geographic location as a transit point between east and west to be fully harnessed.  
Similarly, education and vocational training institutions as well as health institutions are 
in urgent need of upgrading and modernisation.   

Priority 2 , (Human Resource Development) Measures 1 (active labour market measures 
for the unemployed) and 4 (lifelong learning), will receive the highest funding allocations 
(each will receive 40.6% of funds). This seems appropriate. With regard to Measure 1, 
there is an urgent need to tackle structural unemployment particularly amongst the young 
and those aged over 50. Compared with the EU, Lithuania has substantially less 
unemployed supported through active labour market measures. Turning to Measure 4, 
there is a need to improve the quality of lifelong learning and to ensure that a culture of 
continuous learning is fostered through an increase in adult education provision.   

In our view, however, there is a question mark in terms of the proportion of resources 
being allocated to Measure 5 - the training of R&D specialists.  This is not to negate the 
importance of investment in R&D in helping to prevent the so-called ‘brain drain’ where 
many of the most highly skilled scientists/ R&D specialists have left to work abroad 
where there is a more favourable employment and investment climate in this area.  While 
recognising that investment in R&D and related training will make an important 
contribution to enhancing the growth prospects of particular aspects of the Lithuanian 
economy (such as the bio-technology and laser technology sectors), the financial 
allocation seems disproportionate compared with the amount allocated to Measure 2 i.e. 
skills upgrading across the economy as a whole – which encompasses all other sectors. In 
our view consideration should therefore be given to decreasing the proportion of 
resources allocated to Measure 5 – and increasing the proportion allocated to Measure 2 - 
the skills upgrading of those already in employment.  It is however a recognition that  

Priority 3  - With regard to Priority 3, (productive environment), the highest proportion 
of resources will be devoted to Measure 1, direct business support.  This seems 
appropriate in light of the development strategy’s overarching objectives - increasing the 
level of entrepreneurship and business start-up rates as a means of creating new jobs and 
wealth.  The high allocation allocated to the information society is consistent with the 
development strategy’s aim of creating a knowledge-driven economy. Investment in a 
publicly funded broadband network across Lithuania should also help to prevent a digital 
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divide from emerging and will help to combat the disadvantages linked to remoteness 
from growth poles faced by some Lithuanian regions/ areas within regions.  

Priority 4  – 11 Measures will be supported under Priority 4.  The two that will receive 
the largest financial allocation are Measure 1, Investment in Agricultural Holdings and 
Measure 4, Rural Infrastructure Development and economic diversification. The 
concentration of resources on these two measures is appropriate. With regard to Measure 
1, the baseline assessment clearly identifies the need for sectoral consolidation, 
rationalisation and modernisation as an urgent priority.  Upon accession, the Lithuanian 
agricultural sector will face both greater competition and increased opportunities.  In 
order for it to compete successfully, therefore, steps will need to be taken to accelerate 
the restructuring process.   

Turning to Measure 4, there is a strong rationale for devoting resources to economic 
diversification activities - many rural areas of Lithuania suffer from over-dependency on 
the agricultural sector as a source of employment.  The only area where we would 
question the financial allocation is the fisheries sector. We understand from the fisheries 
department within the Ministry of Agriculture that given the introduction of EU fishing 
quotas, there will be a need to reduce the capacity of the fishing fleet by taking older 
vessels out of service. While Measure 8 provides for this, limited resources will be 
available meaning that only a handful of vessels will be able to be taken out of service.  
Given the major restructuring process that the fisheries sector will have to undergo as a 
result of EU accession (and adaptation to EU fishing quotas), consideration could be 
given to increasing the level of available resource for Measure 8.   

4.5 Coherence of SPD with Programme Complement 

One of the tasks of the ex-ante evaluators is to assess the coherence and consistency of 
the SPD with the Programme Complement.  The two documents of course serve different 
functions. The Single Programming Document is intended to be a strategic orientated 
document setting out the overall development strategy and providing an assessment of the 
baseline situation at both macro-economic and sectoral level while the Programme 
Complement is intended to be a practical implementation manual of use to both the 
Managing Authority and implementing institutions. In the table below we provide a brief 
overview of the contents and structure of the two documents. 
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Table 4.8: CSES Analysis of the Content and Structure of the SPD/ PC 

Single Programming Document Programme Complement 

1. Analysis of socio-economic baseline (national 
context, macro-economic trends, sectoral trends, 
regional dimension, SWOT analysis and key 
sectors) 

1.   Introduction and description of strategy 
(provides an overview of the aims and objectives 
of the Development Strategy and sets out the long-
term vision statement). 

2. Development Strategy (long-term vision 
statement, SPD Development Strategy 2004-06, 
macro-economic projections of fiscal policy dept., 
ex-ante quantification of objectives 

2.  Global project selection criteria (sets out 
fundamental requirements that all project 
applications must meet before they can be 
appraised such as value for money, coherence with 
the SPD strategy and national and EU policies) 

3.  Priorities and Measures (divided into five 
Priorities: infrastructure (P1), HRD (P2), support 
for productive environment (P3), agriculture, 
fisheries and rural development (P4) plus the 
technical assistance priority (P5) 

3.   Horizontal priorities (sets out at a strategic 
level the importance of the horizontal cross-cutting 
themes and proposed horizontal indicators) 

4. Financing (financial plan, additionality 
statement) 

4.  Priorities and Measures (structure same as in 
SPD.  However, much more detailed descriptions 
which in addition to the measure description 
includes indicative supported activities, possible 
applicants, indicators and targets as well as 
selection criteria) 

5.   SPD Preparation (partnership and role of ex-
ante evaluation) 

5.  Information plan (sets out a general 
framework for disseminating information and 
publicity material on the implementation of and 
outcomes from the Objective 1 national 
development strategy in Lithuania) 

6. Implementing provisions (Managing 
Authority, Paying Authority, Intermediate Bodies 
and Implementing Institutions, project selection 
procedures, monitoring arrangements, data 
collection and transmission, audit and financial 
control 

6.   Computerised data exchange with 
Commission (sets out arrangements for how 
monitoring and financial data on the Objective 1 
programme will be transferred to the Commission) 

Annexes (Human Resource Development and 
compliance with EU/ domestic employment 
strategies/ priorities, Environmental Impact 
Assessment of SPD, Cohesion Fund Strategy (for 
both transport & environment sectors), co-
operation of Ministry of Finance with key 
programme stakeholders and provision of detailed 
SWOT tables 

7.   State aid schemes (sets out the state aid 
schemes that will operate under the Objective 1 
programme and identifies which of these will be 
notified to the Commission) 

 

 



Ex Ante Evaluation of the Lithuanian Objective 1 SPD –Final Report  Section 

Rationale & Strategy 
 

4 
 

 

72 
Centre for 

Strategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation Services 

Generally speaking, the Programme Complement as at the beginning of September 2003 
appears compatible and consistent with the first draft of the SPD submitted to the 
Commission in March 2003. The Measure level descriptions in the PC broadly build on 
those set out in the SPD – but contain more practical, implementation-focused 
information such as a list of supported activities, project selection criteria and outputs, 
results and impact indicators supported in some instances by quantified targets. However, 
the PC is still a work in progress and it is difficult in view of this to undertake a 
conclusive final assessment.  

An important omission in the current version of the PC is the absence of aggregated 
information in respect of programme outputs across key headline indicators such as jobs 
created/ safeguarded and the number of training beneficiaries.  This cannot be undertaken 
until Line Ministries provide targets across most measures. It is important that core 
indicators are aggregated at a Priority and Programme level in order to calculate the 
likely bottom-up impact of the Objective 1 programme.  This could then be compared 
with CSES’ own quantification of objectives which is based on expenditure at Priority 
and Measure level and domestic and EU benchmarks.   

A final comment on the PC is that the section dealing with state aids needs some 
introductory explanatory text explaining how the state aid schemes fit in as part of the 
overall programme framework plus basic information such as the number of state aid 
schemes that will operate under the Objective 1 programme and how many of these will 
be notified to the Commission.  At present, there are a series of tables outlining the 
various individual schemes but no text bringing this section together.   

4.6 Links with Other EU and National Policies 

CSES has also undertaken a review of external coherence i.e. the extent to which 
proposed Priorities and Measures are compatible with domestic policies/ strategies and 
wider EU policies. 

4.6.1 Synergies with Other Lithuanian EU-Funded Programmes 

As well as the Objective 1 Structural Funds programme, there will also be a number of 
other Community–funded programmes in Lithuania including the Cohesion Fund, the 
Community Initiatives and the Rural Development Plan.  In the table below, we outline 
these programmes and provide indicative funding amounts. 
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Table 4.9: Other Post Accession EU Funded Programmes 

Programme Indicative Funding 
(EU) 

Indicative Funding 
(EU) 

Total indicative 
funding 

Objective 1 €792.1 €325m €1171m 

Cohesion Fund €543.5m  €179.4m €722.9m 

INTERREG (two programmes) €19.9m €6.6m €26.5m 

EQUAL €10.5m €3.5m €14m 

Rural Development Plan €724.8 €181.2m €906m 

Total €2090.8m €695.4m €2786.5m 
 
Source: CSES analysis of indicative funding – September 2003 
 

As can be seen, EU-funded schemes will bring in approximately €2,090.8 million of EU 
funding.  Indicatively, these schemes will leverage an additional €695.4 million of 
funding from national sources, predominantly from the public sector. In a small number 
of instances, it is envisaged that there will be additional investment leveraged from the 
private sector in the Objective 1 programme. In total, the various EU funded 
programmes/ Community Initiatives will lead to €2,786.5 million of investment in 
Lithuania over the 2004-06 programming period. In most instances, the ratio between 
national financing and EU financing will be around 1:3 although in the case of the Rural 
Development Plan, this will be approximately 1:4.  Until the negotiation procedure is 
finalised, the national financing component in particular is an approximate figure and 
may be subject to change. 

Below we provide a short description of key features of each programme: 

Objective 1: A total of €1.17 billion will be invested in the programme, of which 
approximately two thirds (€792.1 million) of which will come from EU sources.  The 
programme is divided into four main Priorities; Priority 1: Infrastructure Development, 
Priority 2: Human Resource Development, Priority 3: Productive Environment and 
Priority 4: Agriculture and Rural Development.  There is also fifth priority dealing with 
Technical Assistance. While the Cohesion Fund programme is significant in terms of 
financial resources, Objective 1 is clearly the most important and wide-ranging (EU 
funded) investment programme in Lithuania over the 2004-06 period and has the greatest 
potential socio-economic impacts. 

Cohesion Fund: The Cohesion Fund will provide financing to fund major projects in the 
environment and transport fields.  A total of €723 million of funding is available for the 
2004-06 period – divided equally between large transport and environment projects (this 
includes both EU and national financing). While investment in environment and transport 
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infrastructure will also be supported under the Structural Funds, this relates mainly to 
smaller-scale infrastructure projects involving municipalities who will also contribute 
some of the financing.   

INTERREG: an indicative €26.5 million (EU and national financing) has been allocated 
to INTERREG for the 2004-06 period. Lithuania will be involved in two INTERREG 
IIIA Programmes: the first involves Lithuania, Poland and Russia (Kaliningrad Oblast) 
while the second involves Lithuania, Latvia and Belarus. The programme is designed to 
support co-operation between local and regional authorities located on Lithuania’s 
borders and to encourage cross-border socio-economic development projects across a 
range of thematic areas.  

INTERREG follows on from previous cross-border projects funded under the pre-
accession instrument PHARE.  These have focused on the building of democracy at 
local/regional levels, cultural exchanges, economic development, spatial planning and 
human resources development. 

There are potential synergies between Objective 1 and INTERREG which should be fully 
exploited.  While the Objective 1 strategy is a national development plan, there is also a 
regional dimension which is highlighted in the development strategy. There is an 
acknowledgement in the baseline assessment of the need for inter-regional and intra-
regional disparities within Lithuania to be tackled. The INTERREG cross-border co-
operation programme can clearly play an important role in helping to address disparities.  
There may well be linkages with projects supported in disadvantaged border regions that 
will be supported and prioritised under the mainstream Objective 1 programme.  

EQUAL: The EQUAL Community Initiative is financed by the ESF.  Its objective is to 
eliminate factors leading to inequalities and discrimination in the labour market.  A total 
of €14 million (€10.5 million from the EU and €3.5 million from national sources has 
been allocated to EQUAL for the 2004-06 period.  There are clearly linkages between 
EQUAL and mainstream ESF, particularly the social inclusion measure under Priority 2 
as well as Measure 1, active labour market training for the unemployed. 

There will clearly be important linkages between measures supported under EQUAL to 
tackle labour market obstacles faced by disadvantaged groups and those supported under 
the Human Resource Development Priority under Objective 1 – particularly Measure 3, 
which deals with social exclusion.  There are also clearly links between efforts to 
improve employability under EQUAL and measure 1, Priority 2 of the Objective 1 
programme – active labour market measures for the unemployed.   

Rural Development Plan: In addition to Priority 4 of the SPD, Lithuania will also 
implement the National Rural Development Plan.  Total resources for the RDP will be 
approximately €906 million of which more than three-quarters will come from EU 
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sources. The sorts of activities that will be supported under the RDP include early 
retirement schemes, projects to increase forestry coverage on agricultural land, 
improvement of the agricultural environment, assistance to semi-subsistence farms, and 
assistance with regard to meeting EU standards in the agricultural sector.  

There are clearly important linkages between Priority 4 of the Objective 1 programme, 
which deals with agricultural and rural development issues, measures financed under 
Lithuania’s national rural development plan and those supported under the Guarantee 
Section of EAGGF – the sorts of activities that will be supported under each of these are 
set out in a table in the SPD. It is important that at both a strategic and operational level, 
thought is given to how measures supported under each of these funds might be 
complementary and how potential synergies might be maximised in the implementation 
of measures.   

It is of paramount importance that potential synergies between the Objective 1 
programme and other Community-funded programmes are maximised.  This will require 
co-ordination at both a strategic and implementation level between those responsible for 
implementing projects under the different programmes.  In some instances, potential 
linkages will be obvious while in others this will be less so.  With regard to infrastructure 
development, a key implementation issue will be ensuring coherence between 
environment and transport projects funded under the Structural Funds and those 
supported under the Cohesion Fund.  The SPD sets out relatively clearly the differences 
between projects supported under the Structural and those that will receive support under 
the Cohesion Fund.  

4.6.2  Synergies with National Policies and Strategies 

With regard to national strategies and policies, we looked at the Lithuanian Long Term 
Economic Development Strategy 2015 and the National Plan for Employment Creation 
2001-04 as well as sector specific and thematic strategies such as Lithuania’s long-term 
transport and transit development strategy.  
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Table 4.10: Priority 1 - Infrastructure 

Measure Overall Measure Rationale / Compatibility with SPD Objectives  

1 Investment in multi-modal transport links should help Lithuania to achieve an integrated 
transport infrastructure network.  The Measure is consistent with both the European Common 
Transport Policy and with the conclusions of the Gothenburg European Council, which called 
for transport systems to be optimised to meet the demands of the EU enlargement process and 
for an increased emphasis on sustainable development.  Investment in rail and seaport 
infrastructure should help to reduce dependence on roads – particularly with regard to east-
west freight traffic.  However, there will also be major investment in road infrastructure so it 
is difficult to anticipate the extent to which investment in other modes of transport 
infrastructure will lead to changed patterns and improved travel times.   
 
The Measure is compatible with Lithuania’s own national development strategy for the 
transport sector – the long-term transport and transit development strategy provides for the 
development of a modern, multi-modal transport system in Lithuania by 2015.  It is worth 
noting that all projects over €10m – mainly those relating to the development of a Trans-
European network (TINA) - will be financed by the Cohesion Fund.  There appears to be 
strategic coherence between this Measure and projects supported under the Cohesion Fund.  
For example, the SPD will support investment in new roads at local and regional level that 
link in with TINA to improve the connectedness of areas located off main transport arteries. 

2 Measure 2 will help eliminate Lithuania’s over-dependence on a single energy supply source 
– one of the main problems identified in the baseline assessment. Integration with Western 
European energy supply networks will bring benefits in terms of greater economic stability 
and reduced uncertainty for investors.  This measure seeks to develop alternative sources of 
energy supply to Ignalina nuclear power station, which will be decommissioned under a 
separate EU- funded initiative.   

3 Measure 3 is designed to increase energy efficiency in the public sector and to increase the 
proportion of energy derived from renewable sources.  Steps to promote sustainable 
development and greater efficiency in the energy industry will be of benefit both to the 
economy (less wastage leading to greater cost efficiencies) and the environment (reduced 
levels of C0² and other pollutants).  The Measure is therefore consistent with the SPD 
development strategy. 

4 Measure 4 seeks to improve air, water and soil quality.  However, activities supported under 
the Measure mainly focus on investment in improving water and soil quality – it is therefore 
unclear whether there will be much impact on air quality.  The Measure is consistent with the 
horizontal dimension set out in the SPD strategy of improving the environment and promoting 
sustainable development.  Also compatible with the wider objective of improving the quality 
of life of Lithuanians.   

Anticipated reductions in the level of fluorine as a result of measures to improve drinking 
water quality will help to reduce levels of poisoning and will play a positive role in addressing 
public health problems.  Given that it is the more peripheral areas of Lithuania’s 10 counties 
that suffer disproportionately from poor quality water supplies, this Measure will also help to 
reduce regional disparities in access to drinking water that meets EU standards.   

Support for an increase in protected areas under the NATURA 2000 scheme should help to 
preserve biodiversity and contribute to the development strategy’s goal of achieving economic 
prosperity while adhering to the principle of sustainable development. 
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5 Measure 5 relates to infrastructure investment in the healthcare sector – the creation of new 
institutions in areas where there is currently under-supply of healthcare provision and the 
upgrading of existing healthcare facilities.  Overall, there will be an attempt to encourage 
sectoral rationalisation in order to bring about greater efficiency and to improve the overall 
quality of healthcare.  Support for healthcare services is compatible with the SPD strategy’s 
overall aim of supporting the socio-economic well-being of all Lithuanians.  The measure will 
also help to promote the regional dimension of the strategy – investment in primary healthcare 
services will be targeted at those areas that currently lack access to high quality healthcare 
facilities. 

6 The measure is consistent with the development’s strategy’s goal of strengthening investment 
in Human Capital in Lithuania. In parallel to ESF support under Priority 2, there must be 
infrastructure investment to ensure that the quality of education and vocational training 
infrastructure meets EU standards and is capable of meeting labour market requirements.  In 
order to achieve this, Lithuanian needs investment in both infrastructure and educational 
facilities such as libraries. The measure will also address regional disparities – one of the 
cross-cutting themes highlighted in the SPD – in recognition of the uneven territorial 
distribution of Vocational and Education Training (VET) institutions.  The Measure is also 
consistent with the social inclusion/ equal opportunities dimension of the strategy - support 
will be given to help adapt training facilities and buildings for disabled people/ those with 
special educational needs – essential for ensuring that disadvantaged groups have access to 
high quality VET provision, itself a pre-requisite for removing obstacles to labour market 
participation of such groups. 

 

Table 4.11: Priority 2 - Human Resource Development 

Measure Overall Measure Rationale / Compatibility with SPD Objectives  

1 Active labour market policies are envisaged to provide training for the unemployed.  The 
Measure is onsistent with both the European Employment Strategy (EES) and the SPD 
strategy’s overarching objective of achieving economic & social cohesion.  Also consistent 
with the Joint Assessment of Employment Policy Priorities (JAP), undertaken between DG 
Employment & Social Affairs and the Lithuanian Government – which identified under-
investment in tackling structural unemployment (i.e. low proportion of resources devoted to 
active labour market measures compared with the EU average) as a particular problem. 
Finally, the Measure is consistent with Lithuania’s national strategy to increase employment 
2001-04 and Lithuania’s long-term economic development strategy 2015 – faced with 
declining labour participation rates, economic prosperity can be achieved more easily and 
social exclusion reduced if active labour market measures are taken to address structural 
unemployment problems.   

2 Measure 2 aims to support adaptability and is consistent with both the EES and development 
strategy objective of moving towards a knowledge-driven economy underpinned by a highly 
skilled, technologically aware labour force.  Given the restructuring of Lithuania’s economy, 
it is essential that resources are invested in retraining/ skills upgrading in order to ensure that 
the Human Capital of a significant proportion of the workforce is not wasted.  Many 
Lithuanians have qualifications and experience of working in industries that are now in 
decline – the challenge is how to retrain these individuals and help them to acquire new skills 
relevant to the needs of today’s labour market. 

3 Measure 3 will help prevent social exclusion by encouraging unemployed people from 
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disadvantaged social groups to (re)integrate into the labour market through training and the 
acquisition of new skills, confidence building, and in some instances, new business creation.  
The Measure is consistent with objective of ensuring that the SPD delivers better 
employment opportunities for all Lithuanians – including disadvantaged groups.  Measure 
will help support the cross-cutting theme ‘equal opportunities’.  Finally, consistent with the 
EES - improving employment opportunities for all.   

4 Measure 4 is consistent with EES.  Commitment to developing the right framework for 
lifelong learning is consistent with the overarching strategic objective of maximising Human 
Capital as a means of improving social and economic cohesion.  Second chance learners will 
be given the opportunity to participate in adult education and undertake training to help them 
to upgrade skills or to acquire new skills – this is consistent with the JAP – which identified 
the high number of school drop-outs as a particular problem 

5 Measure 5 seeks to train R&D specialists and to develop new curricula at Higher Education 
level in the R&D field.  Consistent with problems identified in baseline assessment  

 

Table 4.12: Priority 3 - Productive Environment 

Measure Overall Measure Rationale / Compatibility with SPD Objectives  

1 The Measure provides direct support to new and existing businesses.  It is consistent with the 
SPD’s overall objective of improving Lithuania’s economic competitiveness – supporting 
entrepreneurship and increasing innovation are key components of the strategy and the 
transition towards a knowledge-driven society.   

2 Improving business support structures and ensuring that mechanisms are in place to ensure 
that as many SMEs as possible have access to publicly funded high quality business support 
services will help achieve the overarching SPD objective of improved competitiveness, SME 
development and increased levels of entrepreneurship. Fostering a culture of entrepreneurship 
is compatible with Lithuania’s long-term economic development strategy 2015 – which seeks 
to promote economic dynamism through increased competition, risk taking and innovation –
hallmarks of an entrepreneurial culture 

3 The development of IT infrastructure in the public sector will play an important role in 
transforming the efficiency and effectiveness of the public sector.  This measure is coherent 
with both the horizontal aspects of the SPD strategy (promotion of information society) and 
the desire to make the necessary transition to a knowledge-driven economy – modern and 
responsive public services using high-tech IT tools are a key part of this evolutionary process 

4 Tourism is identified in the SPD development strategy as a major priority.  Tourism has 
therefore been allocated a Measure in its own right.  The Measure seeks to invest in 
appropriate infrastructure to ensure that Lithuania’s tourism potential is fully exploited.  The 
Measure has a horizontal dimension – an information systems database/ intranet network is 
envisaged for the nationwide network of tourism information centres.  This should help the 
network to achieve greater efficiencies and to maximise synergies between tourism 
promotion and marketing activities in different areas of Lithuania. Some activities supported 
under the Measure are consistent with horizontal environmental priorities.  For example, 
investment is foreseen in recreational and visitor centres in protected areas. 
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Table 4.13: Priority 4 - Rural Development: Agriculture and Fisheries 

Measure Overall Measure Rationale / Compatibility with SPD Objectives  

1 Investment in agricultural holdings: consistent with Articles 4-7 of the Regulation 1257/99 
on support for rural development from the European Agricultural Guidance and Guarantee 
Fund (EAGGF).  The measure will help to achieve greater consolidation of land, one of the 
pre-requisites for improving the sustainability of the agricultural sector in Lithuania. 
Sustainable rural development will be dependent on the one hand on economic 
diversification and on the other hand on investment on improving, modernising and 
rationalising agricultural facilities  

2 Setting up of young farmers: consistent with Article 8 of Regulation 1257/99 (EAGGF).  
Investment in young farmers should again help to improve the sustainability of the 
agriculture sector.  Young farmers are more likely to adapt to modern production methods 
than their older counterparts.  Young farmers under this Measure are likely to spearhead 
the necessary sectoral changes and modernisation to ensure the agricultural sector’s future 
viability in a Single Market environment.   

3 Improving processing and marketing of agricultural products: consistent with Articles 25-
28 of Regulation 1257/99 (EAGGF).  Investment in processing will assist companies to 
meet EU standards – critical for ensuring future economic viability – particularly in the 
meat sector (many dairy companies already meet EU requirements).  Given the impending 
arrival of the Single Market, marketing assistance should help Lithuanian companies to 
cope with the challenges and opportunities presented by pan-European agricultural markets 

4 Adaptation and development of rural areas: consistent with Articles 33-34 of Regulation 
1257/99 (EAGGF).  Economic diversification will be critical in areas heavily dependent on 
agriculture for employment.  Long term economic prosperity will require short-term 
rationalisation and restructuring.  This Measure should help to promote diversification – 
particularly rural tourism and arts and crafts.  Sustainable rural development is an objective 
of the SPD strategy and is dependent in turn on the ability of rural areas to successfully 
diversify their economic base. 

5 Forestry: consistent with Articles 29-32 of Regulation 1257/99 (EAGGF).  Investment in 
forestry should help the industry to become more sustainable.  Given that a relatively large 
proportion of Lithuania is covered by forest, a sustainable forestry sector will be a critical 
dimension of both the overall rural development strategy and of efforts to preserve the 
environment  

6 LEADER plus – broadly appears to correlate with requirements under the LEADER 
Community Initiative.  This Measure should help to boost Lithuania’s capacity to 
implement LEADER 3 in the 2007 - 13 programming period 

7 Training: consistent with Article 9 of Regulation 1257/99 (EAGGF).  Training and 
investment in Human Resource Development are a central component of the overall SPD 
strategy.  Training is equally relevant in the context of rural development.  Training 
farmers in general management skills such as marketing and financial management should 
make an important contribution in terms of improving the long-term viability of 
agricultural holdings – and the competitiveness of the sector as a whole 

8 Adjustment of fishing fleets: consistent with Article 2 of Regulation 1263/99 on the 
Financial Instrument for Fisheries Guidance. Sustainable fisheries development is an 
important facet of the rural development strategy in the SPD.  This Measure will scrap 
vessels that are outdated and inefficient.  Since there is over-capacity in the sector, 
(particularly once EU quotas are introduced in 2004) removing such vessels from service 
will help make the fishing industry more sustainable. 
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9 Modernisation of fishing vessels: consistent with Article 2 of Regulation 1263/99 FIFG.  
The modernisation of fishing vessels will contribute to the development of a more 
sustainable fisheries policy by helping to modernise and adapt vessels so that they can 
catch species of fish where quotas are currently under-utilised.  Examples include species 
such as Sprat. 

10 Improvement of conditions for fishing activities and the development of aquatic resources: 
consistent with Article 2 of Regulation 1263/99 FIFG.  Again, this Measure will improve 
the long-term viability of the industry by developing improved conditions for servicing 
vessels and selling fish.  The development of a fish auction should also help to increase the 
income levels of fishermen – again, important from a sustainable fisheries perspective. 

11 Aquaculture: consistent with Article 2 of Regulation 1263/99 FIFG: Support for investment 
in Aquaculture is also consistent with a more sustainable fisheries policy.  Whereas fishing 
stocks in the Baltics are depleted and need careful management to ensure their longer-term 
sustainability, there is huge scope for growth in aquaculture. 

 

 
4.6      Conclusions – Rationale and Strategy 
 
In Sections, 4.1 to 4.4, CSES examined the question of internal coherence i.e. the extent 
to which the development strategy was consistent with the SWOT and baseline analysis 
and the degree to which the development strategy, SWOT and baseline were consistent 
with proposed Priorities and Measures.  In Section 4.5, we examined the issue of 
‘external coherence’ i.e. the extent to which the SPD strategy and programme 
complement are coherent with Lithuanian domestic as well as EU policies and strategies.  
 
The following conclusions can be drawn from our analysis of internal and external 
coherence: 

• The Objective 1 SPD strategy now broadly addresses the main problems facing 
Lithuania, both social and economic;  

• The ‘ internal coherence’ of the document has improved substantially since the 
first version was produced.  There are linkages and cross-referencing throughout 
the document; 

• The ‘external coherence’ of the document has also improved – there are now a 
number of references in both the development strategy and in the priority and 
measure level descriptions to national and EU strategies/ policies; 

• There were previously a number of inconsistencies between statements in the 
baseline and ensuing measures or activities supported under measures/ statements 
in the priorities and measures section.  Many of these have now been addressed. 
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One of the requirements under the Structural Fund (SF) regulations is that, insofar as 
possible, objectives should be quantified.  This section contains CSES’ assessment of 
expected outcomes at programme and priority level  

5.1 Overview 

The analysis in this section suggests that the Objective 1 programme will lead to the 
following outputs: 

• Between 23,500-27,500 business start-ups and existing SMEs are likely to be 
assisted, predominantly under Priority 3 (Measure 2 in particular) but also, to a 
lesser extent, Priorities 2 and 4.  

• Approximately 19,000-20,000 individuals are likely to benefit from training 
assistance under mainstream ESF.  Of this total, around 8,700 will be existing 
employees receiving retraining to upgrade skills. A further 5,500 unemployed 
trainees will receive support to acquire basic qualifications. Additionally, some 
1,900 individuals will receive training support under the social exclusion priority; 

• An additional 1,600 individuals might benefit from training support under the 
agricultural and rural development priority (Measure 7). Taking Priorities 2 and 4 
together, some 20,600-21,600 individuals might be trained. 

• Overall, some 49,000 – 57,000 jobs might be created by the programme after 
taking job losses into account. Once temporary construction jobs and ‘jobs 
redistributed’ are excluded, the programme might be expected to create between 
27,000 – 31,000 permanent, full-time new jobs. This correlates closely with the 
‘top-down’ estimate based on macroeconomic modelling of 28,000 new jobs. 

5.2      Methodological Approach 

There are essentially two methods of quantifying Structural Fund interventions.  The first 
is to make estimates based on a top-down approach – looking at projected changes in key 
macro-economic indicators while the second, the bottom-up approach, is based on an 
aggregation of output estimates at Priority and Measure level.  Key aspects of the two 
respective approaches are set out in the diagram below. 
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Figure 2: Quantification of Objectives – methodological approach 
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Key features and the relative merits of the two approaches are set out below: 

Top down dimension: the ‘top-down’ aspect involves using key indicators such as 
unemployment rates, GDP per capita, employment structure, productivity, and other 
indicators to assess trends. The advantage of the ‘top-down’ approach is that it captures 
the overall impact and net effect of Structural Fund interventions. The disadvantage is 
that given the varying influence of other policies and trends, it is difficult to isolate 
particular effects that can be attributed solely to Objective 1 (i.e. the question of 
causality) or to assess added value by linking these effects to changes in overall trends. 

Bottom up Dimension: the ‘bottom-up’ dimension is more empirically orientated and 
involves obtaining feedback from programme managers, project partners, and (if 
possible) final beneficiaries on the anticipated effects of Structural Fund interventions. 
This approach overcomes some of the disadvantages of a purely ‘top-down’ method since 
it enables the specific impacts attributable to Objective 1 programmes to be identified. 
The collection of monitoring data is clearly an integral part of the bottom-up dimension. 
However, the process of aggregating outputs is difficult given their diversity and, 
likewise, it is not always possible to capture the wider effects of programmes. 

Ideally, these two dimensions should be combined to provide a comprehensive 
assessment of the likely outcomes of Structural Fund interventions. In the case of the 
Lithuanian Objective 1 programme, CSES has concentrated on the ‘bottom-up’ 
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dimension. Top-down estimates have also been made through macro-economic 
forecasting by the fiscal policy department at the Lithuanian Ministry of Finance.  

There are a number of key indicators that should be used in the ‘top-down’ and ‘bottom-
up’ quantification of objectives. These are summarised below: 

Table 5.1: Key Indicators 

Top Down Bottom up 

• GDP/GDP per capita 

• Employment 

• Productivity 

• Competitiveness (unit labour cost) 

• Jobs created or saved 

• Number/type of SMEs assisted 

• Number/type of training beneficiaries 

• New physical infrastructure 

The Commission has produced guidance on the quantification of objectives through the 
MEANS Guidelines for the Evaluation of Structural Fund Interventions and, more 
recently, Working Paper 3 Ex Ante Evaluation of Structural Fund Interventions.  The 
latter was produced by the Commission for the 2000-06 programming period and deals 
specifically with quantification - the ‘top-down’ indicators listed above are taken from 
this source.  

Below, we provide our assessment of expected Objective 1 outputs, results and impacts, 
starting with the ‘bottom-up’ dimension. 

5.3  Bottom Up Quantification of Objective 1 Outputs 

The methodological approach to the ‘bottom-up’ quantification of Objective 1 outputs is 
summarised below: 

• Step 1 – undertook review of suggested output, results and impact indicators for 
different Priorities and Measures contained in the draft Objective 1 SPD. Where 
appropriate, we suggested additional indicators to fill gaps in coverage and changes 
to indicators that were unquantifiable/ inappropriate.  We undertook a similar 
exercise based on indicators suggested by Line Ministries in the Programme 
Complement; 

• Step 2 – we then reviewed the indicative breakdown of financial commitments at 
Priority and Measure levels; 



Ex Ante Evaluation of the Lithuanian Objective 1 SPD – Final Report  Section 

Quantification of Objectives         
& Expected Impacts 

 

5 

 

 

84 
Centre for 

Strategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation Services 

• Step 3 – next we identified benchmarks (cost per unit of output) for Structural 
Fund outputs across different indicators based on evaluations of previous 
programmes in Lithuania and in EU15. Where appropriate, we made adjustments to 
benchmarks to give the net present value and to reflect the different cost base in 
Lithuania compared with where other programmes operated (e.g. using differences 
in GDP/ capita as a basis for adjustments). 

• Step 4 – where possible, through discussions with Line Ministries and other relevant 
organisations such as training providers, we identified cost benchmarks for 
particular types of intervention (e.g. typical cost of training an unemployed person 
for six months etc.) 

• Step 5 – based on Steps 1 to 4, CSES quantified the expected Objective 1 outputs 
and results.  

Steps 1 and 2 – Indicators and Financial Allocations 

As a starting point, CSES reviewed indicators proposed in the draft Objective 1 PC. We 
made recommendations in a short working paper as to whether indicators were 
appropriate and how these could be improved. Bi-lateral meetings were then held with 
Line Ministries to discuss and agree suggested changes. Throughout the process, CSES 
emphasised the importance of collating good quality baseline data in order to ensure that 
monitoring data in respect of outcomes is meaningful.  

Step 3- Benchmarks  

The two sources of benchmarks were previous EU-funded programmes in Lithuania and, 
secondly, previous Structural Fund programmes in existing EU Member States. Given 
that only very limited data was available on outputs and results from previous EU-funded 
programmes in Lithuania, it was necessary to examine experience elsewhere as a guide to 
the quantification of outputs. CSES has drawn on a number of evaluations to obtain 
benchmarks. These include: 

• Ex-post evaluation of the 1989-93 Objective 2 programmes; 

• Ex-post evaluation of the 1994-99 Objective 2 programmes; 

• Thematic evaluation of Structural Fund impacts on SMEs; 

• Thematic evaluation of Structural Fund impacts on transport infrastructure. 
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As noted earlier, although Lithuania will qualify for Structural Fund aid under Objective 
1, comparisons with Objective 2 are nevertheless valid. A further consideration justifying 
a reliance on Objective 2 programmes as a guide to benchmarks is that in the case of 
previous Objective 1 programmes, the element of ‘bottom-up’ quantification has been 
extremely limited with an emphasis instead on ‘top-down’ econometric evaluation 
methods. 

The following table highlights key benchmarks we have obtained from previous 
Structural Fund programmes. 

 
Table 5.2: Key Benchmarks 

 
Benchmark 
description 

Benchmark 
Timeframe 

High Medium Low Source 

Cost per job – gross and 
net (EU benchmark) 

1989-93 €11,000 
gross and 
€17,000 net 

€7,250 gross 
and €13,700 
net 

€4,000 gross 
and €10,000 
net 

Ex-post evaluation of 
the Objective 2 
programmes 1989-93 

Cost per job – gross and 
net (EU benchmark) 

1994-99 €20,000 and 
€30,000 net 

€13,700 gross 
and €22,300 
net 

€9,000 gross 
and €15,000 
net 

Ex-post evaluation of 
the Objective 2 
programmes 1994-99 

Cost per square meter 
of developing new or 
converting existing 
business space 

1994-99 €40/m² €28/m² €16/m² Ex-post evaluation of 
the Objective 2 
programmes 1994-99 

Cost per SME assisted 
(direct / indirect) 

1994-99 €40,000 €26,,900   €15,000 Thematic Evaluation 
of Structural Fund 
Impacts on SMEs  

Proportion of funds 
targeted at SME 
beneficiaries (cost per 
SME data) 

1994-99 35.2% 18.2% 14.5% Thematic Evaluation 
of Structural Fund 
Impacts on SMEs 

No. jobs redistributed as 
proportion of training 
beneficiaries 

1994-99 40% 30% 20% Ex-post evaluation of 
the Objective 2 
programmes 1994-99 

Cost per trainee 2003 €8,000 €6,000  €4,500 CSES EU-wide 
evaluation experience 

We have provided a range of high, medium and low benchmarks for several reasons: 
first, because where EU level benchmarks have been calculated in previous evaluations, 
benchmarks vary significantly across different countries and regions. For example, the 
ex-post evaluation of the 1989-93 Objective 2 programmes shows a wide variation in the 
cost per job between different countries – the lowest was Belgium at €3,100 per gross 
(direct) job while the highest was Spain at €12,900 per gross job. 
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Secondly, given the complexity of projecting likely outcomes, it would be misleading to 
suggest that the outputs, results and impacts of Structural Fund interventions can be 
quantified precisely – it is therefore more credible to put forward a range for key 
indicators such as cost per job where there are multiple variables (changes in macro-
economic circumstances, GDP per capita, thematic type of intervention, fluctuations in 
wage costs, etc) that lead to variance in outcomes across different EU countries and 
regions.  

A third reason for using a range is that the quality of data on benchmarks varies.  For 
example, there was considerable variation in the quality of data on ‘jobs saved’ in the ex-
post evaluation of the 1994-99 Objective 2 programmes with no estimates available in 
some countries and differing definitions and methodologies in others. There were also 
different approaches to the quantification of employment outcomes: for example, in the 
Netherlands, Spain, and the majority of Italian Objective 2 regions, a combined total was 
generally provided for ‘jobs created’ and ‘jobs saved’.  In other countries, conversely, 
jobs created and safeguarded were measured separately. 

The benchmarks provided a useful starting point for quantifying the Lithuanian Objective 
1 programme’s likely outputs and results. In order to take into account the net present 
value of the benchmarks, several adjustments were made. First, inflation was taken into 
account - most of the benchmarks relate to the mid to late 1990s.  Secondly, an 
adjustment was made in order to apply EU15 benchmarks to Lithuania given differences 
in costs.7 

5.4 Business Support Outcomes 

Priority 3 of the Objective 1 programme focuses on developing the productive sector. 
Planned interventions focus on: 

• Direct aid to help businesses modernise and improve competitiveness; 

• Measures of an ‘indirect’ nature to improve the overall business environment; 

• Other interventions with an impact on the productive environment (e.g. 
development of public infrastructure in tourism sector and investment in IT 
infrastructure development).  The private sector will benefit indirectly from these 

                                                 
7 We have used GDP per capita in Purchasing Power Standards (PPS) as a basis for this adjustment.  
According to Eurostat, in 2002 where EU15 =100, Lithuania = 38.14 - given that Lithuanian GDP is 
currently rising at an annual rate of around 6% and that GDP growth levels of EU15 are broadly between 0 
and 2%, we have rounded up the proportion of Lithuanian GDP to 40% of the EU average. 
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interventions – for example, SMEs in the tourism sector will benefit from public 
sector tourism infrastructure development (particularly in rural areas) 

• In addition, aspects of Priority 2 (Development of Human Resources) and Priority 
4 (Rural Development) will also contribute to strengthening the productive sector.  

Whereas initially the strategic focus of Priority 3 Measures 1 and 2 was going to be on 
supporting existing firms, there will be now be a focus on supporting both start-ups and 
existing businesses. The rationale behind giving proportionally much greater support to 
existing firms was based on two main factors first that Lithuania historically has a low 
rate of new business creation and that start-ups might have difficulties absorbing funds. 
The Ministry of Economy estimates that the average package of grant-based assistance 
for existing firms will be in the order to €150,000-200,000. This is quite high by EU15 
parameters. The average level of assistance was arrived at using the results from a survey 
carried out by the Ministry of Economy in November 2002 into the likely needs of 
potential business beneficiaries of direct grant aid.  

As a result of information derived from the survey, the Ministry projected that some 150-
200 ‘projects’ might be supported under Priority 3, Measure 1 – direct grant aid. The 
projections are broken down according to grant size: between 80 and 100 projects are 
likely to be supported with grants ranging between €10,000-50,000, 20-30 projects might 
be supported in the €500,000-900,000 grant bracket and around 30 projects could be 
supported with grants of between €1m and €3m. It is also anticipated that a small number 
of grants will be made of between €4m and €10m although quantitative projections were 
not provided in respect of this grant size bracket.   

The rationale for allocating a high level of grant per business beneficiary is that Structural 
Fund support must be highly focused in order to achieve significant demonstration 
effects. The Ministry of Economy further suggests that allocating a large number of small 
grants to too many small projects would not enable key SPD objectives and priorities to 
be achieved. In light of the need to avoid resources being too fragmented, a minimum 
grant size threshold of €10,000 has therefore been set. Consideration was given to setting 
a lower limit of €5,000, but it was felt that the administrative costs of managing and 
distributing such grants would be disproportionate to the potential benefits/ impacts. Of 
this total, €69.6m of EU funding (or 34.5% of total resources allocated under Priority 3) 
will be channelled into direct support for business.  

We estimate that around 85% of resources under P3, M1 will be devoted to projects 
aimed at improving the competitiveness of existing firms with the remaining 15% being 
used to support start-ups. While the distinction we make is artificial in that there is no 
division per se between start ups and existing companies, self-evidently, existing 
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companies are likely to receive a larger average grant per beneficiary. In our view, it is 
therefore likely that existing firms will absorb a far greater proportion of resources than 
start-ups (hence the 85/15 split - we have used this distinction solely for the purposes of 
quantifying the likely number of beneficiaries by size band category).   

Under Priority 2, CSES’ working assumption based on discussions with the Ministry of 
Vocational Education and Training and Ministry of Labour is that 60% of resources will 
be devoted directly to training with the remaining 40% being spent on supply side 
capacity building.  Of the 60% going directly on training, three quarters of resources will 
be devoted to individuals while the remaining quarter will help SMEs (mainly under 
Measure 2 – adaptability but also Measure 1 since small businesses will also receive 
employment subsidies to provide employment opportunities to the unemployed).  

We have assumed that 10% of allocations under Priority 4 will directly benefit SMEs. 
While most support will be targeted at individual farmers rather than SMEs, some SMEs 
will nevertheless benefit - mainly processors of agricultural produce as well as those 
involved in activities such as rural tourism and crafts that promote economic 
diversification in rural areas. The results of these calculations are shown in the table 
below. 

Table 5.3: SMEs assisted 

Priority Total Financial 
Allocation 

% devoted 
to training  

Estimated % 
resources 
targeted at 

SMEs 

Investment  
per SME (EU 
Benchmark) 

Adjustment 
for inflation 

Investment  
per SME 
adjusted 

for Lithuania 

Estimated 

number of 
SMEs assisted 

Priority 2  €193,112,000 60% 27% 6,000 +7% 2,400 12,000-
14,000 

Priority 3, M1  
– existing 
SMEs 

€106,217,910 
(of which  

€90,285,224 
on existing 

firms) 

NA 85% - - 150,000-
200,000 

150-200 

Priority 3, M1  
– start-
ups/early 
stage 

€106,217,910 
(of which  

€15,932686 
on start-up 

firms) 

NA 100% - - 50.000 30-50 

Priority 3, M2  €45,873,800 NA 90%  - - 2,000 11,000-
12,000  

Priority 4  €186,883,000 NA 10% - - 25,000  500-1000 

Total €687,873,000 NA NA NA NA NA 23,500-
27,500 
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** In the case of Priority 2, we have used an EU benchmark and applied this to the Lithuanian context 
using a net present value.  For priorities 3 and 4, we obtained data in respect of anticipated expenditure 
per SME directly from the Ministry of Economy and other sources.  For P3, M1, we have used the Min of 
Economy’s own projections based on an internal survey 
Note: the total figure has been rounded up/ down to the nearest 500 since it would be misleading to suggest 
that the precise number of beneficiaries can be anticipated with precision  
 
Under Priority 2, we have estimated that approximately 60% of resources will be devoted 
to training.  Of this, around 27% of resources will be devoted to SMEs – training support 
will mostly benefit individuals rather than companies. With regard to Priority 3, Measure 
1, we have used the Ministry of Economy’s own projections which are based on 
empirical evidence derived from survey work. The Ministry believes that between 150-
200 existing businesses and 30-50 start-ups might receive grant-based assistance over the 
three year programming period. Taking the EU financial allocation for Priority 3, 
Measure 1 (€69.6m) and national component together, over £100m of assistance is likely 
to be available under the direct business support measure.  
 
We therefore strongly believe that, even assuming a high average grant size of €150-
200,000 per SME beneficiary, the figures in terms of the numbers of potential 
beneficiaries of Structural Fund assistance are very conservative and should be revised 
upwards.  For example, even if only 15% of total (i.e. EU + national) resources were 
devoted to start-ups, this would still mean that upwards of €15m was available 
specifically for start-ups.  Even if the average start-up received as high as €50,000 in 
grant aid, as many as 320 start-ups might be assisted over a three year period (even 
allowing for administrative costs) compared with the projected figure of 30-50 start-ups. 
Similarly, in respect of existing SMEs, if we take the mean anticipated level of assistance 
(€175,000) and assume that 85% of resources will be used to support existing firms, over 
500 firms might be assisted.   
 
In addition to direct support for business (P3, M1), SMEs will also benefit (indirectly) 
from Priority 3, Measure 2 (improvement of the industrial and business environment).  
This Measure will provide support to develop business infrastructure in Lithuania and 
business support services – incubators, science parks as well as publicly funded business 
support services such as the nationwide network of business information centres.  
Approximately €45,873,800 will be available under Measure 2 (EU component €29.8m 
euros).   
 

Of this total, we have assumed that 50% of expenditure will be devoted to the 
development of existing business support infrastructure as well as capacity building to 
improve the quality of existing business support services. The remaining 50% of 
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expenditure will be used to fund the provision of publicly funded support services to 
SMEs: business advisory services, consultancy support, marketing and advice on 
exporting etc. We have estimated that the level of investment per SME under this 
measure will be in the order of 2,000 euros.  This might typically include a number of 
days consultancy support / advisory assistance (e.g. with regard to marketing, export 
development, project management, patents, how to apply for an EU grant etc.).  On this 
basis, our calculations suggest that some 11,000-12,000 businesses might benefit from 
short-term support through this measure – this differs from the Ministry of Economy’s 
estimate of 40,000-50,000.  We consider targets set out in the PC and our views on 
whether they are appropriate in more detail in section 5.8. 

5.5 Training Support Outcomes 

Although other parts of the Objective 1 programme include training interventions (e.g. 
Priority 4, Measure 7), most of the resources devoted to the promotion of skills and 
training come under Priority 2, Human Resources Development i.e. mainstream ESF.  

Under Priority 2, various types of interventions are planned: 

• Active labour market measures to equip the unemployed with the necessary skills 
to get them back into employment 

• Promotion of life-long learning and the development of the adult education sector; 

• Support for training and retraining in specific skills areas (e.g. tourism, general 
business management, R&D etc); 

• Encouragement of flexible working practices 

• Various actions to strengthen the capacity of the education and training system. 

Existing evaluation evidence concerning the Structural Fund cost per training beneficiary 
is quite limited. However, the available material suggests that the typical cost of 10 days 
worth of training is €6,000.  When applied to the Lithuanian context, we estimate the cost 
per individual training beneficiary at €2,400. 
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Table 5.4: Projected Cost per ESF Training Beneficiary 

Type of Training EU Benchmark cost / 
individual trained 

GDP/ Capita EU v. 
Lithuania 

Adjustment - 
Lithuanian context 

Retraining €6000 40% €2,400 

Training for unemployed - - €6,000 

 

The above estimate of the cost per training beneficiary (based on evidence from 
Objective 2 programmes but in line with the Ministry’s own estimates) relates more to 
retraining those who already have some skills rather than training for those without any at 
all. According to the Ministry of Labour, basic skills development courses for the 
unemployed, based on other Lithuanian programmes, cost around €1,000 per person per 
month or €6,000 over a typical 6 month programme of training support.  This includes 
both the cost of training and the cost of paying unemployment benefit during the period 
of training. 

Not all Priority 2 allocations will be committed directly to training – some will be spent 
on developing supply side capacity particularly vocational training and lifelong learning. 
Here, outcomes will be largely qualitative and much more difficult to measure. We 
estimate that around 40% of expenditure will go on supply side capacity building whilst 
60% will go directly on providing training.  

Table 5.5: Estimate Priority 2 Expenditure on Training 

Priority Total 
Financial 
Allocation 

Supply side 
expenditure 

(%) 

Expenditure 
on training 
places (%) 

Supply side 
expenditure 

Expenditure 
on training 

Priority 2 - 
Development of 
Human Resources 

€193,112,000 40% 60% €77,244,800 €115,867,200 

 
At present, there is no publicly funded support for upgrading the skills of those already in 
employment.  It is estimated by the Ministry of Labour that while under 4% of employees 
participate in skills development paid for by companies at least 50% of the workforce 
need training support and skills upgrading. If Objective 1 is to add substantially to 
existing training provision for the unemployed and be extended to include those in work, 
then the system will be put under considerable strain in seeking to absorb available aid.  
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The Ministry of Labour has therefore emphasised the importance of investment in 
“training the trainers” in order to overcome potential supply side capacity constraints. As 
such, the assumption that 40% of Priority 2 will be needed for capacity building seems 
realistic.  
 
Based on the assumption that 60% of Priority 2 allocations will be spent directly on 
training, we estimate the volume of training beneficiaries as follows: 

Table 5.6: Estimated Number of Training Beneficiaries – Priority 2 

Type of Training Expenditure on 
training  

EU benchmark 
per beneficiary 

Lithuania  Estimated total 
trainees  

Training for unemployed 32442816 - 6000 5400 

Retraining/ Adaptability 20856096 6000 2400* 8700 

Social Exclusion 11586720 - 6,000 1900 

Lifelong Learning 4866422.4 - 2400 2000 

R&D 18538752 - 15000 1200 

Total 115867200 - - 19,000-20,000** 
 
Measure 4: Lifelong Learning measure – CSES estimates that during the 2004-06 programming period 
only 15% of resources will be devoted directly to training 
* denotes where CSES has made an adjustment to an EU benchmark to reflect the Lithuanian context, all 
other benchmarks are based on feedback from Line Ministries with regard to typical costs per beneficiary 
** given that it is difficult to quantify outcomes precisely, we have provided a range 
 
 
As can be seen, assuming that the average cost of training an unemployed individual for 6 
months is around €6,000, approximately 5,400 unemployed individuals will receive 
support.  With regard to the retraining / adaptability measure, approximately 8,700 
individuals might receive support assuming that the typical cost of assistance is around 
2,400 euros.  Under the social exclusion measure, we estimate that approximately 1,900 
disadvantaged individuals will receive training support (either to gain basic qualifications 
or training to help them start their own business). Again, training beneficiaries are likely 
to be assisted over a six month period to develop their skills and gain access to 
employment.  The cost will be similar to training an unemployed person. In total, 
therefore, we estimate that under mainstream ESF, between 19,000 and 20,000 
individuals will be trained over the 2004-06 programming period under Priority 2.   
 
The Ministry of Agriculture estimates that some 13,000-14,000 beneficiaries might 
benefit from support under Priority 4, Measure 7.  The Ministry estimates that there will 
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be strong demand for training provision in rural areas, particularly in respect of basic 
accounting requirements, meeting EU quotas and producing the relevant paperwork to 
meet requirements as well as the basic provisions of the Common Agricultural Policy. 
However, our calculations suggest that if this projection were accurate, the cost per 
individual trained would be around 200 euros – given that the allocation under this 
Measure is in the region of €2.6m.  We have suggested that a more accurate estimate for 
the average cost of training might be around €1,500 on the assumption that a typical 
training course will be much shorter than under Priority 2. On this basis, about 1,600 
trainees might benefit from assistance.  

Across the Objective 1 programme as a whole, therefore, (i.e. including training 
measures under Priority 2 and 4) between 20,600 and 21,600 training beneficiaries 
might be supported. 

5.6 Employment Effects 

One of the most important outcomes of Structural Funds programmes are employment 
effects. The number of ‘jobs created’ and ‘jobs saved’ are key indicators since these can 
serve as a proxy for wider economic and social benefits. Employment effects are likely to 
come about in a number of ways: 

• Priority 1 – investment in physical infrastructure will create (temporary) 
construction jobs in the short term and improve the environment for job and 
wealth creation generally in the longer term; 

• Priority 2 – EU-funded training support will contribute to increasing the 
competitiveness of businesses leading to additional job creation – directly in 
assisted businesses themselves and indirectly through supplier and consumption 
effects. There may also be ‘jobs redistributed’ as previously unemployed people 
gain jobs as a result of training support;  

• Priority 3 – support for new start-ups and interventions to assist existing firms 
will lead to job and wealth creation with direct and indirect effects. There may 
also be some ‘jobs safeguarded’ in larger undertakings that receive aid for 
restructuring and any job losses and long term unemployment should be 
minimised though Priority 3 retraining interventions although experience 
elsewhere indicates that this can be difficult to achieve with older workers; 

• Priority 4 – likewise, rural development interventions aimed at diversifying local 
economies should lead to new employment opportunities being created although 
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again there will be job losses in the agricultural sector where alternative 
employment opportunities are more limited than in the economy as a whole. 

5.6.1 Cost per Gross Job 

In the absence of Lithuanian cost per job benchmarks, to estimate employment effects we 
have relied on evidence from Structural Fund programme evaluations in existing EU 
Member States. The table below shows that, once GDP per capita differences are taken 
into account, the average Structural Fund cost per gross (direct) job for the Lithuanian 
Objective 1 programme is likely to be in the region of €6,000 for non-infrastructure 
projects (i.e. training and development, business support schemes etc.) and €13,000 for 
infrastructure projects. 

Table 5.7: Benchmarks for Cost per Gross Job 

Cost per Job Benchmark 
Cost Per Job 

Adjustment for 
inflation 

Equivalent Net 
Present Value 

Lithuania/ EU 
GDP per capita 

ratio 

Lithuanian 
cost per job 

Non infrastructure 8   14,000 10% 15,400 40% 6,000 

Infrastructure projects 9 30,000 10% 33,000 40% 13,000 

Note: EU Benchmark rounded to nearest 1,000 euros 
 
It should be stressed that the cost per gross job is only a broad estimate – inevitably, the 
cost of creating a direct job will vary considerably depending on a multiplicity of factors. 
These include the nature of projects supported, the labour intensiveness of the sector, 
labour pool supplies and the geographic location of where the investment takes place 
within Lithuania (for example, average wages are approximately 40% higher in Vilnius 
than the national average so the cost of creating jobs in the Vilnius area is likely to be 
significantly higher).   

 

Clearly, job quality is also important – there is a correlation between job quality and cost 
per job with higher value added new employment creation in sectors such as research and 
development costing significantly more than employment creation in lower value added 
sectors such as tourism. In practice, job quality is difficult to measure and can only be 
evaluated in qualitative terms.  
 

                                                 
8 Source - Ex-post evaluation of Objective 2 regions 1994-99 
9 Source - Thematic evaluation of impact of transport infrastructure  



Ex Ante Evaluation of the Lithuanian Objective 1 SPD – Final Report  Section 

Quantification of Objectives         
& Expected Impacts 

 

5 

 

 

95 
Centre for 

Strategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation ServicesStrategy & Evaluation Services 

5.6.2 Gross Jobs – ‘Wider’ and ‘Narrower’ Estimates 

Employment impacts can be calculated in three different ways: 

• Calculating employment effects by applying cost per job parameters only to 
expenditure that directly contributes to employment creation (1); 

• Applying cost per job parameters across the programme as a whole on the 
assumption that all expenditure will have employment effects directly or 
indirectly (2); 

• A combination of these approaches with direct expenditure and some indirect 
expenditure being taken into account (3). 

The ‘narrow’ definition (1) excludes other types of expenditure, such as, in the case of 
Priority 1, the building costs of infrastructure or in the case of Priority 2, support for 
investment in the development of supply side training provision.  The advantage of the 
‘narrow’ approach is that it is a more realistic means of estimating employment effects 
than simply taking total expenditure, dividing it by the cost per job and making an 
estimate of likely employment effects. EU evaluation studies adopt differing approaches. 
In our view, however, the second approach is more methodologically rigorous and we 
have therefore based our calculations on the second approach, as set out in the table 
below. 

Table 5.8: Estimated Employment Impacts (Objective 1 Expenditure – narrow definition) 

Priority Total Financial 
Allocation 

Proportion of 
expenditure on 
job creative 
activities 

Cost per direct 
job (Lithuania) 
- average 
benchmark 

Estimated direct 
employment 
impacts 

Priority 1 - Social and 
Economic Infrastructure 

€480,385,000 25% 13,000 8,000-10,000* 

Priority 2 - Development of 
Human Resources 

€193,112,000 60% 6,000 [18,000-20,000] 

Priority 3 - Development of 
Productive Sector 

€307,878,000 45% 6,000 22,000-24,000 

Priority 4- Agriculture, 
Rural Areas and Fisheries 

€186,883,000 20% 6,000 5,500-7,500 

Total (inc redistributed jobs) €1,168,258,000 - - 53,500-61,500 

Total (excl redistributed jobs) €1,168,258,000 - - 35,500-41,500 

Total (excl redistributed and 
excl temporary construction 
jobs) 

€1,168,258,000 - - 27,500-31,500 

*Note: these will be temporary construction industry jobs linked to construction projects 
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In total, we believe that between 53,500 and 61,500 direct jobs might be created as a 
result of structural fund interventions in Lithuania between 2004-06 (before job losses 
resulting from rationalisation are taken into account). This total includes 8,000 - 10,000 
temporary jobs in the construction sector.  Additionally, some of the jobs created under 
Priority 2 will be jobs redistributed i.e. those finding alternative employment in a pre-
existing job as a result of training/ retraining and unemployed individuals finding an 
existing job rather than a newly created job.  Once both these factors have been excluded 
from the calculation, our analysis suggests that between 27,500 and 31,500 new direct 
jobs will be created. 
 
Priority 1  - in the table above, we have assumed that approximately 25% of Priority 1 
expenditure will result in the creation of temporary construction jobs (i.e. will be spent on 
direct labour costs – the remaining 75% will be spent on materials and equipment to 
upgrade and construct new roads, rail links and other types of transport infrastructure, 
new energy pipelines, energy efficiency projects, infrastructure in the education and 
vocational training sector etc.   
 
Priority 2  - under Priority 2, we have assumed that approximately 60% of expenditure 
will benefit training beneficiaries directly with the remainder being spent on developing 
the supply side i.e. improving the capacity of the education and vocational training 
sectors to deliver e.g. in respect of lifelong learning, adult education etc. It should be 
noted that Priority 2 training interventions will not lead directly to job creation but rather 
the ‘redistribution’ of jobs, i.e. a situation where previously unemployed people gain jobs 
but possibly at the expense of those already in employment (especially if there is a wage 
subsidy). Because of this, the jobs total shown in the table is placed in parenthesis. 
 
Priority 3  - 34.5% of expenditure under Priority 3 will be targeted directly at businesses 
through Priority 3, Measure 1 (direct grant aid, includes grants to investment, advisory, 
R&D). Loans and guaranties will be not used in 2004-2006. 14.9% of resources under 
Priority 3 will be devoted to Measure 2 (indirect business support).  This will include the 
full range of business support services from advisory and consultancy support through to 
marketing, help in developing new export markets etc.  According to the Ministry of 
Economy’s own estimates there are likely to many more beneficiaries under Measure 2 
than Measure 1.  
 
Priority 4  – we have assumed that only 20% of Priority 4 expenditure is likely to lead to 
new job creation (e.g. through support for young farmers, investment in processing and 
marketing etc.) with the remainder being devoted to modernisation of the agricultural 
sector and other restructuring projects.  It should be borne in mind that as a result of 
rationalisation, some jobs may also be lost (see next section). 
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It is not possible at this early stage in the programming period to estimate the split 
between full and part-time jobs. However, it can be assumed that given trends in EU15 
towards increased part-time working and given the low baseline of flexible working in 
Lithuania, a reasonable proportion (say 20%) of new jobs created are likely to be part-
time (especially under Priorities 2 and 3).  This is less likely to apply to temporary jobs 
on infrastructure projects and new jobs created in the agricultural sector, where part-time 
working is much less common. 
 
5.6.3 Effect of Rationalisation – Job Losses 
 
Some activities supported by the Objective 1 SPD support restructuring and 
modernisation.  In these sectors, there are likely to be significant job losses in addition to 
the creation of new job opportunities:  
 
Energy – whilst Measures supported under Priority 1 will increase employment in some 
areas of the energy sector (e.g. development of connections with electricity market in 
Poland and the activation of an existing gas pipeline with Latvia), the decommissioning 
of Ignalina Nuclear Power Plant, supported under a separate EU funding, will lead to 
significant job losses.  The likely impact on the Lithuanian unemployment register is 
unclear however because many of the scientists / engineers are members of the Russian 
minority - it is anticipated that some might seek work within the nuclear industry 
elsewhere in the EU or in Russia. 
 
Health Sector - in the health sector, rationalisation is needed to combat overcapacity of 
in-patient services. Structural Fund investment to improve and upgrade existing 
infrastructure will help to improve the overall quality of healthcare services in both the 
public and private sectors.  However, some facilities may be closed as the result of an 
ongoing process of rationalisation resulting in potential job losses. 
 
Industry – industrial restructuring and the shift towards higher value-added 
manufacturing might also have a negative jobs impact in the short term. Experience 
elsewhere suggests that industrial restructuring and the introduction of new technologies 
often leads to job losses as industry becomes less labour intensive and more focused on 
higher value added activities. Support for business to modernise and introduce new 
technology under Measure 1, for example, will have both positive and negative impacts 
on the economy – it will be beneficial for industrial competitiveness in terms of increased 
productivity and higher value added but might cause short-term job losses.  These losses 
should be more than offset by new job creation by other businesses, particularly SMEs, in 
the longer term.  
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Agriculture  - whilst some Measures will boost employment, for example, Measure 2 
(young farmers) and Measure 4 (economic diversification in rural areas), others, 
particularly Measure 1 (investment in agricultural holdings), could lead to job losses - 
support from Objective 1 will intensify and accelerate the restructuring process. Although 
investment in modern production methods will raise productivity and improve the 
sector’s longer term sustainability, it is also likely to lead to job losses. This will to some 
extent be offset by new job creation in developing fields of economic activity such as 
rural tourism and craft industries.   
 
The extent to which potential or actual job losses will be offset by interventions aimed at 
safeguarding jobs and/or ensuring the take up of alternative employment opportunities is 
difficult to estimate precisely due to the large number of variables that will influence 
employment outcomes and job losses. We have nevertheless attempted to quantify the 
likely numbers of job losses.  In order to make the calculations, we have assumed that 
15% of expenditure under Priority 1 will be used to support the rationalisation of the 
energy sector (i.e. modernisation of central heating plants), leading to a net loss of 1,350 
jobs. 
 
Under Priority 3, we have assumed that 5% of resources will lead to job losses as a result 
of improved technology, modernisation and shifts to higher value added activities of 
firms benefiting from assistance to support capital investment. Under Priority 4, we have 
suggested that approximately 20% of resources will be devoted to rationalisation 
activities – resulting in the loss of 1,300 jobs. 
 
It should be emphasised that overall, across all Priorities, job losses will more than 
be offset by new job creation.  Moreover, the restructuring process, whilst mixed in 
terms of employment impacts in the short term, is essential for Lithuania to maintain and 
improve its longer-term competitiveness prospects. 
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Table 5.9: Employment impacts (narrower definition) less job losses 

Priority Direct employment 
impacts (CSES 

projection) 

Projected job losses 
resulting from 
rationalisation 

Net Jobs created  

Priority 1 - Social and 
Economic Infrastructure 

8,000-10,000* 
1,350 6650-8650* 

Priority 2 – Development of 
Human Resources 

[18,000-20,000] 
0 [18,000-20,000] 

Priority 3 – Development of 
Productive Sector 

22,000-24,000 
1,150 20,850-22,850 

Priority 4- Agriculture, Rural 
Areas and Fisheries 

5,500-7,500 
1,300 4,200-6,200 

Total 53,500-61,500 3,800 49,500-58,000 

Total (excl redistributed jobs) NA NA 31,500-38,000 

Total (excl redistributed and 
excl temporary construction 
jobs) 

NA 
NA 24,850-29,350 

* Temporary construction jobs 
 
The table shows that some 49,500 – 58,000 jobs might be created after taking job losses 
from activities to support sectoral rationalisation into account.  We have indicated a range 
because it would be misleading to suggest that employment outputs and job losses can be 
estimated precisely. 
 
This would be reduced to between 31,500 and 38,000 if the bottom and top end of the 
projected Priority 2 ‘jobs redistributed’ category is excluded.  It should be emphasised 
that jobs created under Priority 1 are likely to be predominantly temporary construction 
jobs.  If these are also excluded, between 24,850 and 29,350 direct new jobs might be 
created by the Objective 1 programme. 
 
5.7  Programme Coverage and Penetration Rates   
 
In order to assess the credibility of quantified projections – and to assess 
coverage/penetration rates - we have compared our estimates with data in the baseline 
assessment.   
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Table 5.10: Objective 1 Coverage/Penetration Rates 
 
Indicator  CSES Estimate Baseline  Programme Coverage  

Direct employment 
(narrow definition) 

31,500-38,000 jobs 
(excluding ‘jobs 
redistributed’) 

Registered unemployed 
280,000 – first quarter 
of 2002 

On a 1:1 basis, this 
would lead to a 11.3 to 
13.6% fall in joblessness 

Number of SMEs 
assisted 

23,500 – 27,500 start-
ups and existing SMEs 

54,000 registered SMEs 
in Lithuania in 2001 

Approximately 40-50% 
of existing SMEs might 
receive assistance. A 
much smaller percentage 
will receive direct grant 
aid 

Number of training 
beneficiaries 

32,000-34,000 over 
three years (retraining 
and basic training) 

Existing programmes 
train 40,000 per year** 

Training capacity 
compared with baseline 
will have to increase by 
around 27.5% 

NB: to calculate programme coverage, the mid-range estimate (column 2) has been used 
* based on our projections, taking the mid range, 32,000 -34,000 individuals will be trained over 3 years 
or an increase of 11,000 per year taking the mean 
** Source: Estimate based on figures provided by the LLMTA – which currently trains 18,000 per year and 
has approximately a 40% market share of publicly funded training provision in Lithuania 
 
As can be seen, the Objective 1 Structural Funds programme is likely to have a 
significant impact on reducing unemployment levels.  Based on current unemployment 
levels, the programme could potentially cut joblessness by between 11.3% and 13.6% 
assuming a 1:1 ratio i.e. one new direct job created takes an individual off the 
unemployment register.  There will also be a relatively high coverage of SMEs – around 
60% based on baseline statistics on the Lithuanian SME population – might receive 
assistance.  It should be borne in mind that this figure includes SMEs whose employees 
will benefit from training support as well as businesses receiving support under the 
productive environment priority. There are currently 54,000 registered SMEs in Lithuania 
(2001). We estimate that some 23,500-27,500 existing businesses might be assisted – or 
between 40 and 50% of total business stock.  It is worth emphasising however that most 
of these will receive indirect support under Measure 2.  Only a small percentage of 
Lithuanian companies will receive support under Measure 1 – direct grant aid. 
 
Turning to the issue of training provision, our projections do not suggest major supply 
side capacity constraints – the capacity increase needed will be around 27.5% compared 
with existing training capacity. A key issue in relation to training will be the issue of 
translating ‘latent’ demand into ‘actual’ demand.  This will involve significant awareness 
raising work of the need for training and retraining and promotion of the benefits of 
lifelong learning by the HRDPSF as well as other key stakeholders such as the Ministry 
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of Social Security and Labour, Ministry of Education and Vocational Training and VET 
schools. 
 
5.8      Review of Performance Indicators and Targets 

5.8.1 Indicators 

During the evaluation, CSES made direct inputs to help improve indicators at 
programme, priority and measure level. Earlier versions of the SPD contained a number 
of priority and measure-level performance indicators. These were examined by CSES and 
comments were produced as a result of this review. CSES then prepared a comprehensive 
performance measurement framework covering outputs, results and impacts – set out in 
Working Paper 2. We then commented on the appropriateness of indicators contained in 
an early version of the Programme Complement and produced a revised working paper 
taking into account comments and suggestions resulting from our discussions with Line 
Ministries. Where appropriate, we suggested additional indicators and/ or amendments to 
proposed indicators. Formal comments were supplemented by face to face meetings with 
Line Ministries to discuss the final selection of indicators.   

The work on indicators has evolved since CSES made our initial comments.  Given that 
the PC is still very much a work in progress, there have been changes to indicators since 
the last round of bi-lateral discussions between CSES and Line Ministries.  While CSES 
agrees with most indicators put forward, we made additional comments on the September 
2003 version of the PC and have included these in an appendix.   . 

5.8.2 Targets 

One of the tasks of the ex-ante evaluation is to review the appropriateness of targets made 
by the various Line Ministries in their capacity as intermediate bodies and to assess these 
against CSES’ bottom-up projections in terms of likely programme outcomes across key 
headline indicators i.e. the quantification of objectives.   

CSES have been through the latest version of the Programme Complement and examined 
targets across key indicators where these have already been defined. Since the PC is still 
under development, it should be emphasised that in many instances, targets are still not 
available. CSES recommend that wherever possible (and appropriate), a concerted effort 
should be made to underpin indicators with quantified targets.  This will encourage those 
bodies implementing the programme to give further consideration to what can 
realistically be achieved within resource constraints.  Targets also provide a means of 
measuring progress against objectives.  Care should be undertaken however to ensure that 
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targets are set at realistic levels – since significant under-achievement / over-achievement 
of targets is common in EU15 structural fund programmes. 

We have limited our analysis to those Measures where targets have been provided. In a 
large number of instances, targets have yet to be scoped out. Of those where CSES has 
had an opportunity to comment, a number of observations can be made:  

With regard to Priority 3, Measure 1, we believe that the target of 175 businesses assisted 
is a significant under-estimate given the level of available resource – over €100m when 
both national and EU financing is taken into account. If an average of €175,000 is 
allocated per firm assisted in direct grant aid, even at these levels our calculations suggest 
that at least 500 existing companies might be assisted.  Similarly, with regard to start-ups, 
our calculations suggest that if each start-up company received €50,000 of assistance, 
around 320 start-ups might be assisted – significantly higher than the 30-50 projected as a 
target.  We therefore strongly advocate that these figures are revisited and revised. 

There is similarly a question mark over forecasts made in respect of P3, M2.  The 
Ministry of Economy estimates that 40-50,000 businesses will benefit from publicly 
funded business support services.  The main dissemination mechanism for this measure is 
the network of business incubators in Lithuania (consisting of six incubators) and a 
nationwide network of some twenty business information centres.  In our view, this 
figure appears to be an over-estimate – according to statistics provided in the baseline, 
total business stock in Lithuania is only 54,000.  If the statistics in respect of SMEs are 
reliable, it is unlikely that 80-90% coverage rates could be achieved.  Moreover, the 
estimate of 40-50,000 businesses assisted implies that each business information centre 
will provide advice and assistance to around 2,000 SMEs over the programming period.  
Again, this seems over-optimistic. 

With regard to Priority 3, Measure 3 (tourism), the target set for the number of visits per 
year to assisted facilities (4000) appears low.  If several sites receive support, it is not 
unreasonable to expect that each might receive more than 20,000 visitors per year, 
drawing on our experience from elsewhere in Europe. The number of trainees under 
Priority 4, Measure 7 – 13,200, seems relatively high.  It is of course possible that high 
numbers of trainees from the agricultural sector might be trained assuming that very short 
intensive training course are envisaged focusing on basic skills acquisition, accounting 
etc. rather than more substantive courses.   

In respect of Priority 1, only Measure 1 is underpinned by quantified targets at this stage. 
A target of 1,500 short term construction jobs has been set. Compared with CSES’ 
estimates of new job creation under Priority 1 (infrastructure), this would seem to be an 
under-estimate of likely impacts.  EU expenditure under Measure 1, Priority 1, is €128m 
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(or 41% of total EU expenditure). Evaluation estimates of the cost per job of 
infrastructure projects in the transport sector (adjusted for Lithuania) are around €13,000 
per job (temporary) created.  Given the scale of investment, it seems likely that 
significantly more short-term jobs will be created than has been forecast. We estimate 
that between 8,000 and 10,000 temporary construction jobs will be created by 
infrastructure projects across Priority 1 as a whole. Since 41% of expenditure under 
Priority 1 will be devoted to transport infrastructure development, this implies that 
between 3,280 and 4,100 short term jobs will be created.  To make this calculation, our 
working assumption is that 25% of total expenditure (EU and national) will be job 
creating.  The rest will be devoted to building materials and other costs. 

Finally, with regard to Priority 4, Measure 7, we believe that the Ministry of 
Agriculture’s estimate of the potential number of trainees is a significant over-estimate.  
Assuming that the cost of training per trainee assisted is around €1,500 including the 
management costs of administering the measure, approximately 1,600 individuals might 
receive support given the allocation - €2.6m.  This compares with the Ministry of 
Agriculture’s estimate that 13-14,000 individuals might benefit from assistance.   

5.9 Evaluation of Expected Macro-Economic Impacts 

The following analysis of macro-economic impacts has been prepared by the Ministry of 
Finance’s Fiscal Department. At the end of the section, we comment in brief on the 
extent to which CSES views the macro-economic projections as realistic. 

In preparing the analysis, a number of assumptions have been made: 

• Only the demand side impact has been assessed; 

• The propensity to use imported goods and services remains constant; 

• The baseline scenario assumes that without the Structural Funds real growth in 
GDP would average 5% over the long term;  

• Expert-based matrix of sectoral sales-inputs has been used together with sectoral 
labour productivity rates (data from 2001);  

• Only the impact of EU assistance has been estimated. 

 
The analysis suggests that successful absorption of Objective 1 assistance would lead to 
an increase in GDP over the baseline scenario from 1.2% in 2004 to 1.8% in 2006, or 
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from 690 million Litas in 2004 to 1139 million Litas in 2006. These calculations support 
the assumption that the multiplier will be close to 1.02.  
 
Table 5.11: Impact of Objective 1 on GDP and Value Added in Various Sectors (Change 
Compared with Baseline Scenario, %) 
 

 Year Construction Manufacturing 
Trade, transport, 
communications 

Education GDP 

2004 6,0 1,3 1,4 2,0 1,2 

2005 8,0 1,8 2,0 3,0 1,6 

2006 8,7 2,2 2,5 4,8 1,8 

 
With regard to employment, the Fiscal Department’s estimates suggest that the number of 
employed will increase by 28,200. However, a higher multiplier would lead to an even 
greater impact on employment. 
 
Table 5.12: Impact of Objective 1 on Employment in Various Sectors (Change Compared 
with Baseline Scenario, %) 
 

 Year Construction Manufacturing  
Trade, transport, 
communications 

Education Other sectors Total 

2004 4,4 3,5 4,0 3,4 1,0 16,2 

2005 5,8 4,8 5,6 5,0 1,2 22,5 

2006 6,3 5,9 7,0 7,9 1,0 28,2 

 
According to the analysis, employment creation would be highest in the construction and 
service sectors as well as in education and training.  
 
These sectors currently feature unused surplus capacities. Therefore, Objective 1 would 
partially help to restore work places that have been or will be lost due to restructuring 
Between 1995 and 2002, the number of employed workers decreased by 300,000 (the 
decrease was 149,000 in industry, 35,000 in construction, 41,000 in trade as well as 
transport and communications, and 5,000 in the education sector).  As such, there is 
considerable scope in the Lithuania economy to absorb new jobs.  
 
According to the analysis, Objective 1 would cause the largest value-added increase in 
the construction sector with more limited impacts on the manufacturing and education 
sectors. In addition to the projected increase in employment, there will be secondary 
effects on trade, transport and distribution and communications. Secondary impacts 
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would also partially affect manufacturing and to a much lesser extent construction and 
education.  
 
CSES Views on Macro-Economic Projections 
 
The fiscal policy department at the Ministry of Finance made projections using the 
FORLIT macro-economic model, an econometric equilibrium-correction model, where 
the demand-side is determined through the various GDP expenditure components, while 
the supply-side is a standard production function containing labour and capital.  The 
model was developed by the fiscal policy department in conjunction with external experts 
from France.   
 
In Working Paper 2, we provided a detailed commentary on the model and its strengths 
and weaknesses – detailed in full in appendix B. Key recommendations by CSES’ 
external macro-economic expert who reviewed the FORLIT model were as follows: 
 
Sectoral disaggregation:  the model does not incorporate any form of sectoral 
disaggregation.  As far as the funds spent through Objective 1 can be attached to various 
sectors of the economy, e.g. construction through infrastructure projects, there would be 
an advantage to identifying inter-industry linkages in order to pick up the effects of 
intermediate demand.  Ideally this would take place using an input-output table which 
would allow the determination of value-added (and hence GDP) using the production side 
of the national accounts, rather than the expenditure components as currently used. 
 
Capacity of economy: a demand-side shock, such as is caused initially by Objective 1 
funds, can have a major impact on demand for imported goods as domestic producers 
may find it difficult to cope.  More work is needed to help quantify these leakages and the 
potential benefits and costs to the external sector. 
 
Measure of capital: the model contains a supply-side in the form of an aggregate 
production function which depends on labour and capital.  However, the production 
function is seemingly not estimated due to problems in establishing a measure of the 
capital stock.  Methods of estimating the capital stock could be examined, to the extent 
that modelling the supply-side of the economy is seen as a useful exercise given the 
programming period under evaluation. 
 
To some extent, these comments have been taken on board by the fiscal policy 
department.  For example, there is now at least some degree of sectoral disaggregation – 
however, the sectoral breakdown is confined to the following sectors: construction, 
manufacturing, trade, transport and communications, education and other sectors.  It 
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should be noted that the breakdown by sector does not correlate with the list of sectors 
identified in the baseline assessment. It is unclear whether additional information on 
sectors is available that might help to form a better picture on the impact Objective 1 
interventions might have on key sectors identified in the baseline.  
 
Nevertheless, despite the model’s shortcomings, forecasts made in terms of the impact of 
Objective 1 over and above normal GDP growth appear to be realistic projections based 
on feeding the indicative Objective 1 financial allocation into the macro-economic model 
and are not significantly out of line with experience elsewhere.  Although forecasting the 
‘with Objective 1’ scenario is difficult given that there are many other external factors 
outside the programme that will have an impact on the evolution of GDP, the significant 
scale of investment under the Objective 1 programme combined with the relatively low 
GDP baseline, suggest that it is not unreasonable to suggest that Structural Fund 
interventions will have an impact on GDP of between 1.2% and 1.8% over the 2004-06 
period. 
  
However, whether or not the ‘without Objective 1’ baseline scenario of 5% GDP growth 
over the programming period is realistic is questionable given prevailing uncertainties in 
global and European economies. While GDP in Lithuania has been increasingly rapidly 
over the past three years and stood at over 6% in the first and second quarters of 2003, 
experience from other accession countries that experienced rapid GDP growth in the late 
1990s such as Hungary and the Czech Republic suggests that a slowdown in GDP growth 
to more sustainable levels of 2-3% may take place.   
 
5.9      Conclusions – Quantification of Objectives and Impacts 
 
The ‘bottom-up’ quantification of objectives suggests that the Objective 1 programme 
will have a significant effect in terms of outputs and results at programme level 
particularly in terms of key headline performance indicators such as new jobs created and 
SMEs assisted. Until the PC is finalised, it will not be possible to undertake a comparison 
of CSES’ bottom-up projections with targets aggregated at a programme level because 
targets are still missing in many instances in the latest version of the PC.   
 
However, interestingly, with regard to the ‘top-down’ macro-economic projections, there 
is a fairly close correlation between our own ‘bottom-up’ estimates and those made by 
the fiscal policy department in respect of the likely employment impacts of the 
programme. With regard to other estimates, experience elsewhere suggests that ‘bottom-
up’ estimates probably overstate the scale of Objective 1 effects whilst the ‘top-down’ 
approach may well understate them. As such, the reality probably lies somewhere 
between the two.  
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Turning to the likely wider impacts of the programme at a macro-economic level, the top-
down estimates suggest that the Objective 1 programme will have a significant impact on 
GDP of between 1 and 1.8%. We believe that this projection is realistic given experience 
elsewhere particularly in countries which have benefited from major Cohesion Fund 
investment alongside an Objective 1 or 2 programme (e.g. Spain, Ireland, Portugal etc). 
 
As discussed in 5.8, there is a fairly strong case for reviewing the current macro-
economic model and for looking in closer detail at the relative advantages and 
disadvantages of adopting a HERMIN type econometric model compared with the 
existing FORLIT model. 
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This section provides a review of proposed implementation and monitoring arrangements 
for the Lithuanian Objective 1 programme as set out in Section 6 of the SPD 
(implementing provisions).  
 
6.1 Overview 
 
As might reasonably be expected, there have been a number of changes to proposed 
implementation arrangements as the thinking has evolved and programme 
implementation has drawn closer.  The position was recently clarified in the revised 
government resolution on the administration of Structural Funds which set out the 
division of responsibilities between the various institutions that will play an important 
role in implementing and co-ordinating the programme.  A government edict on this issue 
was approved in early September 2003. 
 
Below we review implementation and monitoring arrangements.  We begin by setting out 
the programme management structure and then proceed to review its likely effectiveness. 
 
6.2 Proposed Implementation Structures  
 
At a high level, the proposed implementation structure for the administration of 
Structural Funds is defined relatively clearly.  
 

Table 6.1: Proposed Implementation Arrangements: Managing and Paying Authorities 

• The Managing Authority responsible for the overall programme will be the Ministry of Finance.  

• The Paying Authority for European Regional Development Fund (ERDF) will be the Ministry of 
Finance; 

• The Paying Authority for European Social Fund (ESF) will be the Ministry of Finance; 

• The Paying Authority for European Agriculture Guidance and Guarantee Fund (EAGGF) will be 
the Ministry of Finance; 

• The Paying Authority for Financial Instrument for Fisheries Guidance (FIFG) will be the Ministry 
of Finance; 

 
The Managing Authority and Paying Authorities will delegate some tasks to a number of 
Intermediary Bodies, each responsible for a different sector.  Proposed arrangements are 
set out in the table below: 
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Table 6.2: Proposed Implementation Arrangements: Intermediary Bodies & Areas of Responsibility 

• Ministry of Economy - Business Promotion 

• Ministry of Social Security and Labour and Ministry of Education and Science - Human Resources 
and Vocational Training 

• Ministry of Agriculture - Agriculture and Fisheries 

• Ministry of Environmental Protection - Environmental Protection 

• Ministry of Transport and Communications - Transport Infrastructure 

• Ministry of Health - Healthcare Infrastructure 

• Information Society Development Committee (under the Government) - Information Society 
Development 

 

Day to day management tasks will not be performed by Intermediary Bodies but will be 
delegated to a number of Implementing Institutions, functioning under the respective 
Intermediary Bodies, as summarised in the table below: 

Table 6.3: Proposed Implementation Arrangements: Implementing Institutions 

• Central Project Management Agency (Ministry of Finance); 

• Lithuanian Business Support Agency (Ministry of Economy); 

• Transport Investment Directorate (Ministry of Transport);  

• Environment Implementing Agency (ex-ISPA) (Ministry of Environment); 

• Human Resources Development Programs Support Foundation (Ministry of Social Security and 
Labour and the Ministry of Education and Science); 

• National Paying Agency (ex-SAPARD) (Ministry of Agriculture). 

Some Implementing Agencies will have day to day management responsibility for more 
than one Intermediary Body. For example, the Ministry of Health and the Information 
Society Development Committee under the Government of the Republic of Lithuania will 
delegate some of their tasks to the Central Project Management Agency (CPMA). It is 
also envisaged that Project Selection Committees will be set up under each Intermediate 
Body – these will be appointed by Intermediate Bodies in co-ordination with the Ministry 
of Finance. While not a formal requirement under Structural Funds regulations, the 
Lithuanian authorities believe that such a body will be a useful mechanism for ensuring 
inter-ministerial co-ordination in the project selection process. 

With regard to the Programme Monitoring Committee, before the programme is legally 
approved, a Preliminary Monitoring Committee will be established by 1 December 2003. 
Once the programme is underway, after a three month transition period, a Permanent 
Monitoring Committee will be established. The PMC will have responsibility together 
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with the Ministry of Finance as Managing Authority for considering and approving key 
documentation and for monitoring progress at programme level against objectives. 

 
Figure 3: Proposed Implementation Arrangements 
 

 
Source:  Government Resolution on Responsibilities for the Administration of Structural Fund Assistance 
in Lithuania 
 
CSES has undertaken an initial review of proposed management, monitoring, financial 
control and audit arrangements. This was carried out before the recent adoption of the 
Government Resolution on Responsibilities for Structural Funds assistance 
administration in Lithuania. While the Resolution has brought additional clarity 
concerning the administration of Structural funds assistance, the key findings set out in 
the sub-sections below still apply: 
 
6.2.1 Management Arrangements 
 

In keeping with the approach adopted by countries qualifying for Objective 1 during the 
1994-99 period, planned management arrangements are relatively centralised – the 
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Managing Authority will co-ordinate management of the Structural Funds assistance at 
national level while Intermediate bodies (line ministries), assisted by Project Selection 
Committees will play a dominant role in the implementation of individual measures. In 
our view, the adoption of a centralised approach to Structural Funds management seems 
broadly appropriate given the lack of institutional capacity at a local/regional level.  A 
note of caution should be added - if the approach adopted is too centralised, there may be 
co-ordination difficulties, especially if decision-making is carried out on a consensus-
basis without a clear lead institution. There is a concern that the Ministry of Finance has 
largely seen its role to date as that of ‘lead co-ordinator’ of the Structural Funds amongst 
government departments. Going forward, as the Managing Authority, the Ministry of 
Finance will need to play a key strategic role in steering the programme towards 
achieving its overall objectives. 

At this stage, there are no plans to delegate management functions to regional/local level 
institutions/ committees. However, some Implementing Institutions (namely, the National 
Paying Agency and the Lithuanian Business Support Agency) have either already 
established or plan to set up regional units, which will assist in coping with the 
potentially high number of applications. It would be helpful if the Programme 
Complement, when finalised, set out in more detail the role likely to be played by 
regional/local level institutions including their powers to approve projects, role in 
financial management, monitoring responsibilities, etc. In particular, further thought 
should be given as to whether it would be a) possible and b) appropriate to delegate 
responsibility for the project selection process to regional/ local level institutions. While 
clearly there has to be sufficient administrative and managerial capacity at regional / local 
level to select good quality projects, such an approach could potentially help to ‘fast-
track’ applications and avoid application ‘bottlenecks’ – which could materialise if 
greater than anticipated volumes of project applications are received.  

The overall division of administrative roles and responsibilities amongst different 
levels of the programme hierarchy is set out in a relatively clear and cohesive way in the 
new Government Resolution. Nevertheless, there are still some practical issues that will 
need clarifying prior to programme implementation. For example, which institution 
should make the final decision with regard to the allocation of Structural Funds money to 
a given project: an Intermediate Body, which (according to the Resolution) makes the 
project approval decision, or the Implementing Institution, which concludes the contract 
with the aid recipient / final beneficiary.  In other words, can an Implementing Institution 
refuse to go through with a contract if an Intermediate Body has already taken a decision 
to approve the contract?.  

The potential scope for integrating the Structural Funds management system into existing 
institutions at national level in Lithuania is limited. It was therefore appropriate that 
Implementing Institutions such as the Lithuanian Business Support Agency, the 
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Environment Implementing Agency and the Human Resources Development Programme 
Support Foundation) were set up solely for the purposes of administering EU assistance. 
Given that new institutions have been set up in Lithuanian to implement the Structural 
Funds, a comparatively longer period of time is likely to be required before these 
institutions build the necessary administrative capacity to operate effectively.  However, 
capacity building preparations and the recruitment and training of additional staff are 
already well underway.   

Another question mark is the capacity of implementing institutions to administer such 
large amounts of Structural Fund assistance given that Lithuania has previously been 
dealing with much lower volumes of assistance from national funds. An example of an 
area where public intervention has historically been low but there will be a large influx of 
Structural Funds money is direct grant assistance to business. The lack of experience in 
administering large sums is a concern with regard to the Lithuanian Business Support 
Agency since this institution was only recently set up and its capacity is as yet untested. 

6.2.2 Monitoring Arrangements 

The proposed monitoring system also adopts a centralised approach. The use of a 
computerised monitoring system should enable physical and financial monitoring data to 
be collated, analysed, stored and disseminated effectively. The contract to develop the 
computerised monitoring database was recently signed. While work is already underway 
to develop the monitoring system, it was not possible prior to the finalisation of the ex-
ante evaluation to undertake a more detailed review of the likely effectiveness of 
monitoring arrangements.  Encouragingly, however, our assessment suggests that 
monitoring arrangements do appear to build on experience derived from implementing 
the pre-accession instruments (and SAPARD in particular).  

6.2.3  Audit Arrangements 

The planned system of financial control and audit appears well integrated with Lithuanian 
national practices.  Internal audit units as well as State Audit Control have been assigned 
a central role in helping to carry out the financial control and audit functions. It is clearly 
important that capacity is built and consolidated as soon as possible since internal audit 
units and state control will be obliged to carry out mandatory checks (5% of all 
contracts). The scale of Structural Fund interventions, particularly in areas such as 
Human Resource Development, where there will be a high number of projects assisted, 
mean that meeting mandatory audit requirements are likely to prove a considerable 
challenge. 
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6.3      Administrative Capacity of Implementing Institutions and Other Factors 

 
Below we comment in more detail on aspects relating to the implementation of the 
Objective 1 programme. We examine the administrative capacity of implementing 
institutions by sector and carry out a review of absorption issues.  The analysis is mainly 
based on discussions with Line Ministries, the Ministry of Finance and in some instances 
with implementing institutions directly (e.g. Lithuanian Business Support Agency and the 
Human Resource Development Programme Support Foundation),. Where appropriate we 
also comment on possible capacity constraints. 
 
Transport 
 
Transport measures will be implemented by the Transport Investment Directorate (TID) 
under the Ministry of Transport. TID has already had considerable implementation 
experience through the pre-accession programmes to support transport infrastructure 
investment.  To date, there have been no major problems with regard to absorbing pre-
accession funds. 
 
In contrast with the Environment Implementing Agency, TID is managed and 
implemented centrally. Projects implemented by TID will be financed by central 
government out of the state budget and ERDF co-financing – the financing structure is 
therefore considerably more straightforward than is the case for the environment sector.  
For these reasons, combined with the fact that TID has built up both institutional capacity 
and operational experience of implementing projects during the pre-accession 
programmes, the Ministry of Transport does not envisage absorption capacity or 
administrative capacity issues being a major problem. 
 
A key issue in the transport sector is the question of supply side constraints in the 
construction industry.  Lithuania is currently undergoing a period of robust economic 
growth.  Added to this, there will imminently be major infrastructure investment from the 
Cohesion and Structural Funds. In order to ascertain whether there are likely to be 
supply-side bottlenecks or skills shortages in the construction sector, CSES held a 
meeting with the National Construction Industry Association in Lithuania. The view of 
the industry association was that there are unlikely to be supply side capacity constraints - 
activity in the industry has only recently recovered to levels last seen before the 1998 
economic recession.  According to interviewees, the industry is operating at only about 
half its maximum capacity and there is therefore scope for a doubling of construction 
sector activity.  Given that the funds will be spent over a five-year period rather than 
three, we estimate that the construction sector will need to increase its output by 
approximately one-third as a consequence of Structural and Cohesion Fund infrastructure 
investment.   
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Total activity in the Lithuanian construction industry stood at 3.5 billion litas or €1.01 
billion in 2003. The sector is relatively well developed since construction was an 
important sector during Soviet times. The economic crisis in both Lithuania and Russia in 
1998 resulted in a sharp decline in construction activity – by 2003, activity levels were 
only just recovering to their 1998 levels.   
 
The Lithuanian Building Association estimates that only 50% of construction capacity is 
currently being utilised – in other words, there is scope for a doubling of activity 
compared with the 2003 baseline.  The Association does not believe therefore that there 
will be supply side capacity constraints or bottlenecks in the construction industry.  In the 
event that bottlenecks were to occur, the Association foresees that foreign companies will 
be attracted to bid for projects in Lithuania - particularly for larger scale projects. 
 
Approximately €416 million of Structural Fund investment (EU and national funding) 
will be devoted to the infrastructure priority (Priority 1) of the Lithuanian Objective 1 
programme.  The Cohesion Fund will also bring significant infrastructure investment. 
Over the three year period 2004-06, €300.9 million will be spent on environmental 
infrastructure projects and a similar amount on transport infrastructure projects.  In total, 
€601 of additional infrastructure investment will be made under the Cohesion Fund.  
Taking both Structural Fund and Cohesion Fund investment in infrastructure into 
account, approximately €1.17 billion will be spent on EU supported infrastructure 
projects over the 2004-06 programming period.  Projects will be implemented over a five 
year period however – equivalent to €234 million per year.   
 
Assuming that expenditure is divided evenly over the five years, this implies that the 
construction industry will have to increase its capacity by approximately 23% compared 
with the baseline level of activity. It is important to remember however that over and 
above the Objective 1 programme, there will be a number of factors affecting the 
Lithuanian construction sector linked to wider macro-economic developments.  GDP in 
Lithuania grew in 2002 at 6% per annum and in line with rapid economic growth, there 
has been a corresponding upward trend in private sector funded construction activity as 
well as of public infrastructure projects. While the current cost of a construction worker 
in Lithuania is highly competitive at €2.7 per hour compared with an EU average of €22, 
rapid growth in the level of infrastructure investment and in the wider economy may put 
upwards inflationary pressures on wages in the construction industry.   
 
Turning to the issue of potential skills bottlenecks in the construction industry, the 
Industry Association does not foresee any major problems.  In its view, there is adequate 
provision of skills development and training in the Higher Education sector at both higher 
and lower levels tailored to the needs of the construction industry. Both Vilnius Technical 
University and Kaunas Technical University provide degree courses in civil engineering.  
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There are additionally forty Vocational and Education Training (VET) centres that 
provide Further Education courses in basic construction skills – the course lasts two 
years.  There is however a recognition that greater focus is needed on the upgrading the 
skills of construction workers.  To facilitate change, the Lithuanian Builders Association 
and Ministry of the Environment have held meetings with the Ministry of Education and 
Vocational Training to discuss the development of accredited curricula that better reflect 
the needs of the construction sector particularly at higher skills level. A number of 
institutions have already updated their curricula to reflect the evolving needs of the 
construction sector – the process is still ongoing however.  Finally, two Higher Education 
institutions (one located in Vilnius, the other in Kaunas) offer retraining and skills 
upgrading for engineers. 
 
In terms of the regional dimension, there are a large number of construction companies 
spread across Lithuania.  In the industry association’s view, there are therefore unlikely 
to be regional bottlenecks.  Many of the larger regional-based construction companies 
have also developed sectoral specialisms.  For example, one of the largest construction 
companies in Klaipeda has extensive experience of port infrastructure development – 
which will be supported under Measure 1, Priority 1.  In terms of current trends, Vilnius 
is currently undergoing something of a construction boom but this is not reflected 
elsewhere.  There is a relatively low level of construction activity in Klaipeda and 
Kaunas compared with their population size. 
 
A final point is that in common with other accession countries, construction companies 
will have to adhere to EU-wide FIDIC rules governing the contractual aspects of 
construction work.  The Lithuanian Builders Association runs training courses for 
engineers on how to comply with FIDIC rules – courses are accredited by the Ministry of 
Environment. Lithuanian construction companies generally welcome the new FIDIC 
rules since they will help ensure that contractual arrangements become more 
standardised.   
 
An additional issue on the supply side is whether or not smaller contractors working on 
local transport infrastructure projects will be able to meet European construction industry 
standards. Our research shows however that this is unlikely to be a problem. An 
accredited training scheme is already in place run by the National Construction Industry 
Association to train engineers in the FIDIC rules.  Additionally, many projects are 
unlikely to get underway until 2005 allowing sufficient time for smaller firms to get up to 
speed and meet the new requirements. 
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Environment 
 
Structural Fund financed environment measures will be implemented by the Environment 
Implementing Agency or EIA (sometimes known as the ISPA Implementing Agency) 
under the Ministry of the Environment. The EIA is a new institution that was set up in 
January 2002 to implement environment projects funded under the Structural and 
Cohesion Funds.  However, the set up phase took six months so effectively the agency 
has only been operating for a 12-month period.   
 
Previously, environment measures supported under the pre-accession instrument ISPA 
were administered by CFCU (Central Financing and Contracting Unit).  Since the EIA 
became operational, it has had some experience as a contracting agency with a number of 
projects approved. In contrast with other Implementing Institutions such as the Transport 
Investment Directorate (TID), however, it has not had experience of the full project life 
cycle due to its relatively recent inception and due to the differing time cycle between 
environment and transport projects.  
 
Given the scale and number of projects that will have to be managed and co-ordinated by 
the EIA under the Structural Funds and Cohesion Fund, a major effort will be required to 
build administrative capacity within a relatively short timescale. This is not helped by the 
fact that the EIA is currently under-staffed.  It has 16 members of staff – and a further 
four positions unfilled. There have been some difficulties recruiting suitably qualified 
staff and there is therefore a risk that unless these posts are filled quickly, there will be an 
adverse impact on preparations for managing and implementing environmental projects 
funded under the Structural Funds.  
 
Another issue is that the EIA’s workload and staff levels will increase considerably once 
the Structural and Cohesion Funds commence – with implications in terms of training 
needs. Preparatory work undertaken to date has mainly focused on the Cohesion Fund – 
where financing is largely skewed. Relatively little work has been carried out in terms of 
Structural Funds preparation.  
 
The decentralised nature of projects in the environment sector poses particular problems. 
Local municipalities, responsible for initiating and implementing small-scale 
environmental projects at local level do not have the same level of administrative or 
implementation expertise as the EIA does as a centralised dedicated agency or the 
Ministry of Environment itself. Although Technical Assistance is available to help 
support capacity building, municipalities often lack the depth of expertise (in terms of 
project management and implementation skills) needed to successfully implement 
projects within the envisaged timescale.   
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The objective in the short term is therefore to ensure that the Environment Implementing 
Agency is able to co-ordinate, manage and implement environmental projects efficiently 
and effectively – the second stage in the process will be to ensure that there is a transfer 
of experience to the municipalities.  
 
Concern has been expressed as to whether the ISPA agency will be able to absorb its full 
allocation within the timeframe of the 2004-06 programme.  Experience of implementing 
environment projects using the ISPA pre-accession instrument suggests that there may be 
absorption difficulties stemming in part from delays in the implementation and execution 
of projects.  Evidence from experience elsewhere suggests that there are often problems 
with regard to time delays in implementing environmental projects.  For example, the ex-
post evaluation of Objective 1 regions 1994-99 found that ‘Environmental, and 
particularly water treatment, projects were the most susceptible to delay’.   
 
There are a number of factors which might cause lengthy delays. In contrast with 
transport, which has a highly centralised implementation structure, environment projects 
are implemented on a decentralised basis by Municipalities with the Ministry of 
Environment playing a co-ordinating, overseeing role. Another important factor that can 
cause delays is that environmental projects are subject to and must demonstrate 
compliance with rigorous environmental legislation stemming from EU directives.  
Additionally, sources of financing are more complex in the case of environment projects.  
Whereas transport is funded centrally out of the state budget with additional co-financing 
support from EU funds, environmental projects funded under ERDF are likely to have 
more sources of financing - the municipality, state budget and Structural Funds.  Finally, 
there are also issues around the length of the consultation process for environmental 
projects – these often involve a wide range of stakeholders.   
 
Infrastructure Investment in Health, Education and Vocational Training and Labour 
Market Institutions  
 
The Central Project Management Agency (CPMA) is the Implementing Institution 
responsible for implementing health related infrastructure projects. The CPMA is 
nominally a new agency but in fact brings institutional continuity and solid experience of 
managing projects through the project life cycle in that the CPMA was formed through 
the amalgamation of the former Central Finance and Contracting Unit (CFCU) and the 
Housing and Urban Development Fund.  In theory, the fundamentals should therefore be 
in place in terms of the ability to successfully manage and implement Structural Funds– 
CFCU brings experience of managing the pre-accession instrument PHARE and the 
Housing and Urban Development Fund brings technical expertise in terms of knowledge 
of infrastructure projects. 
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The Ministry of Health does not envisage any absorption problems since the renovation, 
upgrading and equipping of new hospitals will be highly capital intensive and there are a 
large number of potential applicants since most public sector hospitals in Lithuania need 
upgrading.  The Ministry of Health is the only Ministry at this stage in the Structural 
Fund planning process likely to be in a position to implement EDIS in time for the 2004-
06 programming period (although the Business Support Agency is also looking to 
implement EDIS as soon as possible).   
 
Information Society 
 
The implementation function will be carried out by the CPMA.  As detailed in the section 
above, the CPMA was formed by two separate organisations, the Central Finance and 
Contracting Unit (CFCU) and the Housing and Urban Development Fund. Both have 
extensive project management and implementation experience. The former also has 
considerable experience of managing and implementing the pre-accession instruments.  
There are therefore unlikely to be major problems with regard to administrative capacity. 
 
While implementation and the disbursement of funds etc. will be carried out by CPMA, 
the Information Society Committee will also play an important role.  The Committee 
currently has six / seven people dealing with the Structural Funds at a more strategic / 
policy level.  The Committee also has a role in project pipeline development and will be 
involved in project selection.  The Committee as a whole has a staff of 28 – most of who 
are currently working on implementing IT programmes funded under the national budget. 
The Committee does not envisage that there will be administrative capacity problems on 
the basis that they have already had extensive experience of managing national large-
scale investment projects in ICT. 
 
An interviewee from the Information Society Committee stated that it was unlikely 
absorption problems would materialise since the budgetary allocation is relatively small – 
and the Committee already know the sorts of projects they would like to fund as well as 
projected costs.  Initial indications suggest that there are unlikely to be any problems with 
regard to project generation – projects will be ready in time for the PHARE-funded 
Project Preparation Facility – which helps final beneficiaries prepare documentation etc. 
 
Human Resource Development 
 
ESF measures supported under Measure 2 of the SPD will be implemented by the Human 
Resource Development Programme Support Foundation (HRDPSF).  Since its foundation 
in 2002, HRDPSF has expanded its staff from five at the end of 2002 to eleven.  
HRDPSF was initially slow to recruit new staff because it had been understood that ESF 
would not begin until the middle of summer 2004.  ESF expenditure will however be 
eligible from 1st January 2004 so there is now an imperative to build administrative 
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capacity within a short timescale and to back this up with training. The training of new 
and existing HRDPSF employees will need to be undertaken within a short timescale – 
there are therefore challenges ahead in terms of ensuring that the agency is able to 
develop its operational capacity. 
 
Overall, HRDPSF does not believe that there will be major administrative capacity issues 
in handling project applications – however, it does recognise that there will need to be an 
expansion in staff numbers within a relatively short timescale to cope with the greatly 
increased workload. To this end, it has developed a recruitment plan - HRDPSF believes 
that it will need 31 project managers to operate at full capacity.  It currently has four 
project managers dealing with PHARE 2001 and will recruit an additional three project 
managers to manage PHARE 2002.  HRDPSF estimates that it will need 24 project 
managers to cover the five ESF measures for which it has implementation responsibility.  
An additional person will be recruited to manage the EQUAL Community initiative. 
HRDPSF already has responsibility for implementing the Human Resource Development 
dimension of PHARE ESC (economic and social cohesion) – a forerunner to ESF.  
Support for PHARE Institution Building has already been provided through the PHARE 
Twinning Project “Preparation for the European Employment Strategy”. 
 
In terms of project through flow, there are currently 40 projects being supported under 
PHARE ESC 2001.  It is anticipated that an additional 20 projects will be supported 
under PHARE ESC 2002.  It projects that a further 170 projects will be supported under 
ESF in 2004.  By the middle of next year, HRDPSF anticipates that it will be dealing 
with a significant volume of projects – both in terms of applications and projects 
underway. While plans to increase staff numbers to cope with the increased volume of 
applications and projects being supported clearly make sense, CSES believe that 
HRDPSF may have under-estimated the number of potential applicants that it will 
receive.  However, it is difficult to assess precisely at this stage whether the recruitment 
plan is appropriate or whether the numbers will need increasing. Experience to date under 
PHARE suggests that there will be a steady stream of project applications and that 
absorption problems should be relatively limited.  A more important problem is the 
question of project quality – experience from PHARE ESC 2001 suggests that this varied 
significantly. 
 
A specific issue faced by HRDPSF is that it will be the only Implementing Institution 
accountable to two Ministries – the Ministry of Labour and Social Security and the 
Ministry of Education, Vocational Training and Science. This poses particular 
challenges. Discussions with the Ministry of Labour, the Ministry of Education and 
Vocational Training and HRDPSF itself suggest that there are differences of opinion and/ 
or strategic thinking in a number of areas between the three institutions.  In order to 
ensure that the institutional set-up remains workable, it is essential that a close 
collaborative working relationship be built up between the Implementing institution  and 
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the two respective ministries with clear, regular and open communication channels.  
There must also be clear lines of accountability and responsibility between the two lead 
Ministries so that HRDPSF have a strong strategic steer. 
 
CSES’ impression from talking to various stakeholders is that to date there has been 
insufficient co-operation and high level contact between the LMTA, the LLE, the 
Ministries of Labour and the Ministries of Education and Vocational Training and the 
Human Resource Development Programme Support Foundation. We would strongly 
suggest therefore that key players meet on a regular basis to discuss issues such as skills 
and training needs, progress towards implementation, the development of training 
schemes that might be co-financed under ESF etc.  This will help to ensure that those 
intermediaries that will actually deliver the training are kept informed of how plans are 
progressing for Structural Fund implementation in the ESF field. Also, training providers 
are likely to be more familiar with training needs on the ground - it will therefore be 
helpful for the Ministries and the Implementing Institutions to ensure that training 
schemes are tailored to reflect identified needs across different target groups (e.g. the 
unemployed, those needing retraining / upskilling) and different sectors (e.g. tourism, 
textiles, R&D etc.).  
 
Business Support  
 
Business support measures will be implemented by the Lithuanian Business Support 
Agency (LBSA) under the Ministry of the Economy.  LBSA has a central office in 
Vilnius and a further seven regional offices. It currently has 30 staff in its central office – 
which it plans to increase to 50 by 2004.  An additional 40 people will be employed 
across a network of seven regional offices. In order to implement business support 
measures supported under Priority 3 (both direct and indirect), the LBSA will utilise 
SMEDA’s network of some 20+ business information centres and other organisations 
such as incubators spread across the country.  
 
In terms of readiness for Structural Fund implementation, preparatory work is already 
underway in terms of drawing up appropriate SF documentation - application guidelines, 
application forms, manuals containing guidance for applicants etc.  LBSA does not 
believe that there will be problems relating to administrative capacity.  The relatively 
high numbers of staff already in place, plans to recruit additional staff in the run up to 
Structural Fund implementation, as well as progress made in respect of drawing up SF 
documentation suggest that LBSA is relatively well advanced in comparison with other 
implementing institutions.  
 
The agency has made estimates in terms of the likely number of project applications. It 
estimates that it will receive approximately 1,000 applications per year of which between 
200 and 250 will be supported.  These do differ from the Ministry of Economy’s own 
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projections so clearly there needs to be more liaison between the two to agree on targets – 
an integral part of the strategic planning process. While LBSA is likely to receive a 
relatively high level of applications, it has already recruited project managers with 
previous project management experience in both the public and private sectors. A 
combination of grant and other types of support will be available to businesses. Given the 
comparatively low level of business start-ups in Lithuania, it is envisaged that support 
will be targeted at existing businesses and that each business will receive a relatively high 
level of financial support, in the order of €150,000-200,000.   
 
CSES believes that the projection made in terms of the likely number of project 
applicants is a significant under-estimate. As evidence, we would cite the fact that there 
are currently three publicly-funded business support schemes operating in Lithuania. The 
three schemes already support around 1,000 businesses per year. It therefore seems 
improbable that so few businesses will put in applications for support.  
 
In terms of supply side capacity issues, LBSA does not believe that there will be a 
shortage of business consultants to deliver training in the business support field 
(marketing support, help with developing export activities etc.).  There are an increasing 
number of business consultants in Lithuania – a reflection of growing demand for 
specialised training / technical support. However, there is less certainty with regard to the 
quality of business consultants. 
 
While the LBSA is a relatively new institution, it is in the process of implementing a 
PHARE 2002 grant scheme to support training for businesses in general as well as the 
tourism sector. Experience of managing this scheme should help build internal capacity 
and act as a de facto pilot for administering grant and other types of business support 
schemes under the Structural Funds. LBSA believes that there are unlikely to be 
absorption problems.  However, CSES’ work in respect of quantification at priority level 
suggests that there is a substantial amount of funding available – as demonstrated by the 
high anticipated allocation per SME assisted.  There is therefore a question mark as to 
whether the average small and medium sized company will be able to use such large 
amounts of support in an effective and sustainable manner.  This issue merits further 
consideration by the Ministry of the Economy. 
 
The LBSA seems relatively well advanced in terms of its recruitment profile and its 
delivery structure in terms of the centralised versus regional balance.  While LBSA has 
made projections in terms of the number of applications it will receive, it is difficult to 
assess whether these figures are realistic or under ambitious.  Experience elsewhere 
suggests that potentially a large number of applications might be received from existing 
businesses.  How the LBSA will cope if more applications are received than anticipated 
needs to be thought through in advance to try and avoid potential bottlenecks in the 
application and approval process. 
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In terms of project pipeline development, we understand that a considerable effort is 
already being made to use SMEDA’s network of business information centres to raise 
awareness of available assistance. According to the Ministry of Economy, some €20 
million of projects have already been identified under Priority 3/Measure 1. This is only 
equivalent to about 11% of earmarked resources but nevertheless demonstrates that a 
project pipeline is being created.  
 
Agriculture and Fisheries 
 
The SAPARD National Paying Agency was set up in 2000 to manage the SAPARD pre-
accession instrument.  Upon accession, the SAPARD National Paying Agency will 
become the National Paying Agency under the Structural Funds – while SAPARD 
projects are still underway, the Agency will be responsible for administering both 
SAPARD (as projects are gradually phased out) and EAGGF Guidance under the 
Structural Funds. Given that the same institution responsible for implementing SAPARD 
will take responsibility for the implementation of EAGGF Guidance, there will be a high 
degree of institutional continuity.  
 
Previous experience of administering SAPARD – ranging from contracting and tendering 
procedures, project appraisal and selection through to complying with monitoring, 
evaluation and audit requirements means that the Agency has already built up a 
substantial body of expertise in terms of how to manage a Structural Funds like 
programme.  Although an evaluation has yet to be published of SAPARD, the Agency 
has acquired expertise in project managing the full project lifecycle. Given both 
institutional continuity and the similarity between many of the Measures supported under 
SAPARD and measures that will be supported under EAGGF Guidance (such as support 
for marketing and processing, it is unlikely that there will be administrative capacity 
issues.  
 
With regard to absorption issues in the agricultural and fisheries sector, previous 
experience under SAPARD suggests that absorbing Structural Funds monies will not be a 
major problem.  To date, project applications have generally been forthcoming and there 
is a high level of interest amongst the farming community in applying for support. 
 
In terms of the potential number of ESF training beneficiaries, LMTA estimates that there 
will be an approximate doubling in training provision over the next two years.  Currently,  
Training providers interviewed stipulated that there are no significant supply side 
capacity constraints in the training sector. The only barrier envisaged in terms of ESF 
absorption is finding co-financing.  
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6.4 Implementation Aspects - Horizontal Themes 

It is unclear from an implementation perspective how the Managing Authority will ensure 
that the horizontal themes are taken into full consideration during programme 
implementation.  While the inclusion of indicators in respect of the horizontal themes (a 
CSES recommendation) is one way in which the impact of the programme on the cross-
cutting themes can be monitored, there is a danger that the horizontal themes but will not 
be given sufficient prominence during programme implementation. One possibility would 
be to set up inter-ministerial working groups for each of the CCTs.  Another option, one 
which has been used for example in Wales, UK, would be to appoint an adviser on each 
of the CCTs to the Programme Monitoring Committee.  This would mean that specialist 
inputs and advice could be drawn upon by PMC members on the CCTs as and when 
necessary. 

The SPD states in the section dealing with implementing provisions that membership of 
the Programme Monitoring Committee (PMC) will adhere to the principle of balanced 
representation between men and women.  
 
6.5 State Aids 
 
Another issue of importance in terms of the implementation of the programme is the 
question of state aids.  As the situation stood in early September 2003, there are likely to 
be seven state aid schemes.  These are set out in the table below. 
 

Table 6.1: State aids 
 
Ministry responsible State aid scheme title Notified (Yes/ No) 

Ministry of Economy  State aid scheme for large investment projects Yes 

Ministry of Economy State aid scheme for SMEs and de minimis aid No 

Ministry of Economy State aid scheme for the energy sector Yes 

Ministry of Social Security 
and Labour 

Support for the implementation of Local 
Employment Initiatives (LEIs) 

No 

Ministry of Social Security 
and Labour 

Support to the unemployed No 

Ministry of Education and 
Vocational Training 

State aid scheme for training Unclear 

Ministry of Health State support for small-sized private sector 
healthcare businesses in rural areas 

No 

 
Given that the situation with regard to state aid schemes was only addressed at a very late 
stage in the ex-ante evaluation process, we have not been able to comment in detail on 
proposed arrangements. However, it is clearly appropriate that action has been taken prior 
to programme implementation to ensure that measures in the SPD do not run into state 
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aids obstacles once the programme is operational. Our general impression is that Line 
Ministries have already given a good deal of consideration to the complex question  of 
state aids and that some have sought and received specialist technical advice on this issue 
– from both the Commission and from twinning experts working as part of the Special 
Preparatory Programmes. From the description of each state aid scheme in the PC, it 
appears that in each instance, the relevant legal basis and rates of assistance have been 
fully researched. 
 
A final observation however is that there remains political uncertainty as to which types 
of project are to be supported in the energy sector - it therefore remains unclear as to 
which areas of the energy sector state aids might be needed.  A second point is that from 
the latest version of the Programme Complement, it is unclear whether the training 
scheme will be notified to the Commission or not. 
 
6.6 Conclusions - Monitoring and Implementation Arrangements  
 
Lithuania is proposing to adopt a relatively centralised implementation system. Given 
first Lithuania’s relatively small size and secondly continuing questions over the 
administrative and technical capacity of the public administration at regional and local 
level, it seems appropriate that a centralised approach should be adopted, at least during 
the early years of Structural Fund support.   
 
However, looking ahead to future programming periods, consideration should be given to 
a more balanced approach to Structural Funds management, with some aspects of 
decision-making being decentralised (e.g. greater decision-making responsibility for 
Implementing Institutions).  This would potentially encourage greater initiative at 
regional/ local level to solve deep-rooted economic development problems. This 
suggestion is of course premised on substantial institutional and administrative capacity 
building taking place during the 2004-06 programming period at regional / local level.  
 
It will take considerable time to build and test the administrative capacity of 
‘Implementing Agencies’ - many are new bodies and therefore largely an unknown 
quantity - it remains to be seen how effective they operate in practice. Further down the 
implementation chain, further clarification is needed in terms of proposed delivery 
mechanisms – particularly in relation to business support. Detailed explanations of how 
delivery mechanisms will operate in practice are needed in the Programme Complement.  
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This section summarises overall conclusions and recommendations from the ex-ante 
evaluation:  

Below we summarise key evaluation findings. After each conclusion, if appropriate, we 
make recommendations (in bold text) as to how further improvements might be made 
prior to programme implementation. 

7.1    Baseline Assessment/ SWOT 

The Objective 1 strategy is supported by a comprehensive and detailed baseline 
assessment and SWOT which in our view broadly captures key development priorities. 
The quality of both the SWOT and the baseline assessment has improved significantly 
since the ex-ante evaluation began. The SWOT now provides a good reflection of 
strengths and opportunities, weaknesses and threats facing Lithuania. 

No recommendations.  Major improvements have already been made (in part as a result 
of CSES’ earlier recommendations).  

7.2 Overall Strategy, Priorities and Measures 

We have suggested some adjustments to Priorities and Measures and argued that the 
horizontal themes should be more prominent in programme design. We raised questions 
during the evaluation process with regard to Priority 3 under which in our view, 
insufficient emphasis appeared to be given to innovation, technology transfer, and R&D – 
important components of a knowledge-driven economy. CSES argued for a specific 
Measure to be introduced under Priority 3 of the SPD to tackle these issues. However, 
this proposal was not adopted by the responsible Ministries (the Ministry of Economy 
and the Ministry of Education, Vocational Training and Science) in part because of the 
administrative complexities with regard to implementing measures jointly.  

There is a question mark with regard to targeting under Measure 1, Priority 3 – direct 
support to business.  Although we recognise the Ministry of the Economy’s argument that 
existing and larger SMEs should be targeted in the absence of an entrepreneurial culture, 
greater emphasis should in our view be placed on fostering new business start-ups and 
micro-firms.  While many micro and small firms / business start-ups lack the managerial 
know-how to capitalise on support available under Priority 3, some micro-firms/ start-ups 
are nevertheless likely to be dynamic and growth-orientated.  Proportionate to their size, 
small firms may actually create a greater number of jobs than their larger counterparts. 
Equally, many medium sized or large existing businesses might well be sustainable but 
have low growth prospects and lack entrepreneurial flair.   
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Recommendation 1: The targeting strategy in respect of direct grant aid (P3, M1) 
should place greater prominence on start-ups and micro-firms than it currently does. 
Further thought should be given as to how micro-firms and start-ups with rapid growth 
potential might be identified and encouraged to apply for assistance - selection criteria 
could be used to prioritise applications from such firms.   

Recommendation 2: Consideration should be given to revising downwards the financial 
allocation per SME assisted (circa €150-200,000) under Priority 3, Measure 1 in order 
to help a greater number of firms and maximise the potential impact of direct grant aid 
support for business.  

Following on from this point, we would also argue that the likely number of beneficiaries 
under Measure 1, Priority 3 (direct grant aid to business) has been under-estimated. The 
Business Support Agency estimates that only 1,000 applications will be received per year 
and that of these, less than one quarter will receive funding. This seems incongruous 
when assessed against previous experience in Lithuania. There are currently three 
publicly-funded business support schemes operating which receive around 1,000 
applications per year.  These schemes (supported using the PHARE ESC pre-accession 
instrument) is on a much smaller scale in terms of available resources than the Structural 
Funds.  In our view, it is therefore likely that significantly more applications will be 
received than anticipated. 

The Ministry of Economy’s projections suggest that 30-50 start-ups and 150-200 
businesses will be assisted.  In our view, given the level of funding – over €69m of EU 
funding plus national funding – far more businesses can be assisted assuming that very 
large grants are not distributed to large firms. 

Recommendation 3: Consideration should be given to revising projections vis-à-vis the 
number of SMEs likely to receive direct grant aid (i.e. targets in the PC) under Priority 3 
Measure 1.  

While Measure 2, Priority 3 will help to promote greater collaboration between the 
private sector and Higher Education institutions, greater emphasis should be placed in the 
measure level description on a) the identification of potential sectoral clusters where co-
operation is likely to be beneficial, b) the need for appropriate technology transfer 
mechanisms to be put in place to encourage and facilitate University spin-offs. Ex-ante 
discussions with the Ministry of Education suggest that a number of specific initiatives 
are already beginning to materialise between Universities and the private sector – Sunrise 
Valley, an initiative involving both Vilnius and Kaunas Technical Universities being an 
obvious example.  
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Recommendation 4: The measure level description (P3, M2) should outline nascent 
sectoral clusters and centres of excellence in Lithuania that are ripe for increased 
collaboration between the Higher Education and private sectors. 

7.3 Financial Allocation by Priority and Measure/Justification of the Policy Mix 

Indicatively, some €1.056bn of investment has been earmarked for the Objective 1 
programme in Lithuania over the 2004-06 period.  Approximately €792m will come from 
European funding sources with a further €328.9m coming from national financing 
sources. 

Broadly speaking, the four Priorities being supported correlate with the typical policy 
mix in Objective 1 regions with resources being divided between infrastructure / physical 
regeneration projects, investment in the productive environment, Human Resource 
Development and agriculture and rural development. It is common in Objective 1 
programmes particularly in accession countries to devote the greatest proportion of 
resources to infrastructure development. We believe that this approach is entirely 
appropriate in Lithuania – it is critical that the pre-conditions for future economic growth 
are put in place during the 2004-06 programming period.  

However, the proportion of resources dedicated to ESF - 18.6% - is significantly below 
the benchmark average for accession countries - 22%. The low ESF financial allocation 
seems incoherent with the goal of creating a knowledge-driven economy. Making the 
transition towards an economy dominated by knowledge-intensive sectors will require 
major investment in Human Resource Development. While a small increase in ESF 
allocation might be appropriate, we would caution against a much larger increase on the 
basis that firstly, the HRDPSF, the Implementing Institution that will implement ESF, 
was only recently set up and is still therefore at an early stage in terms of administrative 
and institutional capacity building. Secondly, the short programming period may 
exacerbate potential ESF absorption problems – particularly if there are delays in the 
overall programme getting underway as has often been the case elsewhere in EU15.   

Recommendation 5: The ESF resource allocation should be increased by between 1% 
and 2% in recognition of the contribution that HRD will make to achieving the overall 
aims of the development strategy, not least the goal of transforming Lithuania into a 
knowledge-driven economy.  

7.4 Internal and External Coherence (Overall Rationale of Strategy) 

The underlying rationale of the overall Objective 1 development strategy and ‘vision’ 
seem appropriate given the baseline assessment. In view of the short duration of the 
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2004-06 Objective 1 Programme, the inclusion of a longer-term ‘vision’ was critical 
since the transformation of the Lithuanian economy and convergence with the EU 
average across key socio-economic indicators will take time to realise.  

Generally speaking, the Programme Complement is coherent with the SPD. It should be 
emphasised however that the PC is very much still a work in progress.  Given the need to 
draw a line under the ex-ante evaluation process, it will not be possible to undertake a 
final review of the coherence of the SPD with the finalised PC since the document will 
not be ready until later this year.   

Recommendation 6: Given the timing difference between the completion of the ex-ante 
evaluation and the finalisation of the Programme Complement, we advocate that the 
Ministry of Finance should carry out its own internal checks to ensure that the 
programme documentation i.e. the SPD and PC are consistent and coherent with one 
another. 

The section dealing in the PC dealing with state aids needs some introductory 
explanatory text explaining how state aid schemes will fit in as part of the overall 
programming framework.  Information is needed on the number of state aid schemes 
Lithuania proposes having under the 2004-06 Objective 1 programme and how many of 
these will be notified. At present, there is just a series of tables outlining the various 
schemes but no text bringing the section together – although we fully acknowledge that 
the section in the PC dealing with state aids is still a work in progress. 

Recommendation 7: In relation to state aid schemes, we advocate adding explanatory 
text on the role of state aid schemes, reasons for their inclusion in the programme as well 
as basic summary information on the number and type of schemes that will be supported. 

External coherence involves looking at the extent to which Priorities and Measures and 
the development strategy as a whole are compatible with national and EU policy 
contexts.  Broadly speaking, domestic and EU policies have been taken into account in 
the preparation of the strategy document.  With regard to national strategies and policies, 
the most important documents cited in the development strategy include the Lithuanian 
Long Term Economic Development Strategy 2015 and the National Plan for Employment 
Creation 2001-04 as well as sector specific and thematic strategies such as Lithuania’s 
Long-term Transport and Transit Development Strategy and the National Health 
Development Strategy. There are also cross-references to EU strategies such as the 
European Employment Strategy and EU legislation such as European environmental 
directives.  Overall, we are satisfied that the strategy demonstrates external coherence.  
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7.5      Programme Management and Implementation 

There is a need for much closer collaboration and joint working between Ministries 
across areas of common or closely overlapping policy responsibility in order to ensure 
that synergies from Structural Fund investment are maximised and that there is a 
cohesive, strategically focused approach to programme delivery.  Our impression is that 
while significant progress has already been made – e.g. through the SPD Working Group, 
inter-ministerial co-operation and joint working – could be further improved particularly 
in areas of closely overlapping policy responsibility. Similarly, the relationship between 
Line Ministries and Implementing Agencies, while very close in some instances, could be 
further improved in others.  

A good example of an area where co-operation and co-ordination will be critical to the 
successful implementation of the Structural Funds is the Human Resource Development 
priority. The Ministry of Labour and the Ministry of Education, Vocational Training and 
Science together with the Human Resource Development Support Foundation (the 
responsible Implementing Agency) will jointly be responsible for ESF. The HRDPSF is 
the only example of an implementing agency that will be jointly co-ordinated by two 
Ministries.  This poses particular management challenges and will require a high level of 
co-operation and co-ordination between the three respective institutions. 

Recommendation 8: Key stakeholders in the Objective 1 programme should make a 
renewed commitment to partnership working since this will be critical to the successful 
implementation of the programme.  

Implementation arrangements are quite centralised.  This seems appropriate while the 
capacity to operate a more decentralised system for some aspects of programme 
management is developed. The Ministry of Finance finalised the revised resolution the 
administration of Structural Funds in Lithuania in early September 2003. From an 
institutional perspective, the overall implementation framework appears to be quite clear; 
nevertheless, there still are some practical issues which have to be clarified prior to 
implementation. For example, the issue of whether an Implementing Institution is 
obligated by the Intermediate Body to conclude a contract with an aid recipient has as yet 
not been determined.  A second question is whether the Managing Authority can block a 
decision to grant Structural Funds assistance to a project which it deems to be ineligible, 
etc. It is expected that such details will be presented in the Structural Funds manuals, 
which are still in the process of being drafted. 

Monitoring arrangements are still at an early stage in the development process. The 
contract to develop a computer-based monitoring system was recently signed. Given that 
the ex-ante evaluation was drawn to an end in mid-September 2003, CSES has not been 
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able to undertake an assessment of how effective monitoring arrangements are likely to 
be in terms of capturing financial and output information once the programme gets 
underway.  

Recommendation 9: Given that the timing of the development of the monitoring system 
has not enabled CSES to review monitoring arrangements in detail, an independent 
assessment of the robustness and appropriateness of the monitoring system should be 
undertaken prior to programme implementation. 

With regard to monitoring and evaluation more widely, although some training activities 
have already taken place at a national level to boost understanding of the monitoring and 
evaluation dimension and its importance in terms of assessing the outcomes of the 
programme, there is a need for this to be rolled out to implementing agencies and other 
organisations, including major final beneficiaries of Objective 1 aid, so that the progress 
of the programme can be properly assessed.  

Recommendation 10: A major effort should be made to train the various implementing 
institutions on how to collect and analyse information in respect of performance 
indicators. 

CSES advocate that consideration should be given to establishing an Evaluation Unit in 
the CPMA to coordinate this effort. Apart from the development of guidelines for the 
monitoring and evaluation of the Objective 1 programme, and organising supporting 
training activities, such a unit might assume responsibility for pulling together the results 
of evaluation work and ensuring that they are disseminated thus facilitating the spread of 
good practices. Another possible function of an Evaluation Unit might be to produce 
practical guidance on specific aspects of programme management such as how to 
incorporate the horizontal dimension at a project level, how to interpret state aid rules etc. 

Recommendation 11: An Evaluation Unit should be set up within the CPMA or the 
Ministry of Finance to co-ordinate monitoring and evaluation activities and to 
disseminate good practices amongst key programme stakeholders. 

While progress has been made during the course of the ex-ante evaluation in developing 
the econometric model, further work is needed for future programming periods to ensure 
that a sufficiently robust model is in place capable of making both ‘with’ and ‘without’ 
Objective 1 projections.  Lithuania is one of only two accession countries not using a 
HERMIN type econometric model.   
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Recommendation 12: Further consideration should be given to using a HERMIN style 
econometric model for subsequent programming periods in order to bring Lithuania in to 
line with other accession countries. 

7.6 Horizontal Themes 

Greater attention is now devoted to the cross-cutting themes (equal opportunities, 
environmental sustainability and the information society) than during the early stages of 
the ex-ante process. While CSES welcomes progress made, there is still a question mark 
as to how the impact of the programme on the cross-cutting themes will be monitored.  
While the inclusion of horizontal indicators will go some way to addressing this issue, 
there is clearly a danger that wile the cross-cutting themes have been given prominence in 
the strategy itself they will be neglected once implementation commences. This has been 
a problem elsewhere in EU15 and there is good reason to suppose it will be equally 
applicable in Lithuania.  

Recommendation 13: Consideration should be given to setting up an inter-ministerial 
Working Group for each of the three horizontal priorities, equal opportunities, the 
information society and sustainable development/ the environment.  The objective of the 
Working Groups would be to monitor the implementation of the cross-cutting themes 
across the Objective 1 programme.  

Another option to help ensure that the cross-cutting themes (CCTs) receive sufficient 
prominence during programme implementation would be to appoint an adviser on each of 
the CCTs to the Programme Monitoring Committee. This would mean that specialist 
inputs and advice on specialist horizontal areas could be drawn upon by PMC members 
as and when appropriate. 

Recommendation 14:  External advisers should be appointed to the Programme 
Monitoring Committee with specific responsibility for providing advice and guidance on 
each of the three cross-cutting themes on in order to boost understanding of the issues at 
hand and to help ensure that the horizontal dimension is given adequate prominence 
during programme implementation. 


