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Introduction

The report is the first attempt to provide a consistent review of restructuring processes in
Lithuania, covering inter alia the use of the term of restructuring in the Lithuanian legislation;
guarantees to employees of enterprises undergoing restructuring; labour market services
available to them; and applicable active and passive labour market policy measures.

Lithuania, like no other EU Member State, has been extremely heavily affected by the recent
financial and economic crisis: national GDP, exhibiting almost 9% annual growth in 2007,
dropped off by more than 20% in Q2 2009. These processes have been reflected in Lithuania’s
business and labour market: the unemployment rate has dramatically increased in line with the
increased number of bankrupt companies and redundancies of groups of employees. According
to the forecasts of economic and labour market analysts, the situation may deteriorate even more
in the near future.

In such a situation, the issues of anticipating and managing restructuring should acquire special
relevance. Unfortunately, restructuring is understood in quite narrow terms in Lithuania; it is not
approached as a complex process which should encompass not only support to undertakings and
their employees that are already suffering difficulties, but also monitoring of likely economic
structural changes, timely preparation to eliminate negative social effects of such changes, and
so on. In many European countries local and regional authorities and social partners are playing
much more important roles in the above-mentioned processes.

On the other hand it should be admitted, that some measures for anticipating restructuring are
present in Lithuania, while employees of enterprises undergoing restructuring can claim the
same labour market services and active or passive labour market policy measures as can other
persons dismissed from work. It is worth noting that the Lithuanian Law on Support for
Employment, as renewed in 2009, provides for a number of measures aimed at helping
employees of enterprises being restructured to retain their jobs or better adapt to labour market
changes in the event that they lose their jobs.
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1.1 Lithuanian economic background

The Lithuanian economy, including its labour market, has undergone a series of rises and severe
downturns.

Dynamic changes in the national economy started on 11 March 1990 with Lithuania regaining
independence from the Soviet Union. The Lithuanian economy had to undergo significant
transformation, shifting from a large centrally-planned economy geared to the Soviet Union’s
needs, to a national market economy. Many large industrial enterprises stopped functioning and
active privatisation processes took place within this period. The first years of the period
(1990-1994) brought about a rapid economic downturn involving nearly a halving of Lithuania’s
gross domestic product (GDP), from LTL 63,952 million in 1990 to LTL 35,905 million in
1994. This downturn mainly reflected a rapid decline in demand from Eastern markets as the
previous main outlets for exports from Lithuania, as well as with decreased domestic demand in
the country resulting from a decline in real household income.

The national economy recovered and finally started growing in 1995. But then there was the
second shock caused by the consequences of the so-called Russian crisis in 1998. The effects of
that crisis reached the Lithuanian economy in 1999 and were reflected in a 1.5 percent
decrease in GDP.

Stable economic growth has been observed in Lithuania since 2000. According to expert
assessments, increased exports (facilitated, in its turn, by the competitive advantage of the
country attributable to a relatively cheap labour force in Lithuania) was the biggest contributor to
GDP growth in 2000-2002, while 2003 was outstanding for rapid growth in investments and
domestic consumption, encouraged inter alia by optimistic popular expectations related to the
prospect of Lithuania’s membership of the European Union. In subsequent years large-scale
credit to business and households also notably stimulated GDP growth. That was the reason why
the reduced financial inflows consequent on the global financial crisis had such dire
consequences for economic growth in Lithuania – the GDP decrease in 2009 was steeper than
projected in the most pessimistic scenarios and amounted to 20.2% in the second quarter of
2009, taking GDP down to the level recorded in 2004-2005 (Lithuania’s 2Q 2009 GDP was LTL
15,679 million, as compared to LTL 15,117 million in 2Q 2004 and LTL 16,214 million in 2Q
2005). The GDP growth profile since 1991 is presented in Chart 1 below.
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Chart 1: GDP growth in Lithuania, 1991-2009 2nd quarter

Source: Lithuanian Statistics

The recent growth in the economy has been accompanied by a high level of inflation (which
reached 3% in 2005 and has continued to rise rapidly since then) and drastically shrinking
unemployment (compared with more than 10% in 2004, unemployment was below 3% in some
quarters of 2007). Huge flows of borrowed money resulted in a rise in domestic consumption in
the country and activated development of economic activities geared towards the domestic
market. Prices of many products were rising together with growing corporate profits. The rapid
economic growth and emigration, which increased after accession to the EU, caused a serious
labour shortage. To solve this problem enterprises started increasing wages which further fuelled
inflation, while at the same time creating a situation in which labour productivity was growing
much slower than labour costs; real estate prices rose; a shortage of skilled labour impeded
direct foreign investments; exports rose considerably less fast than imports; and an increase in
the foreign deficit assumed a menacing dimension.

All these trends were indicators of an impending economic recession which was aggravated by
the global financial crisis. As a consequence of the crisis, conditions for obtaining loans became
stricter in Lithuania, which primarily impacted on the real estate market and related economic
activities (construction, manufacturing of building materials, furniture manufacturing, etc.) and
contributed to the ensuing economic recession and overall economic downturn.

The above-mentioned trends were likewise observed in the first semester of 2009, GDP totalling
45 billion litas during the period, reflecting a 17% year-on-year decrease, with construction,
industrial and energy enterprises, trade, transport and communication services, financial
intermediaries, real estate and other business services together accounting for the most rapid
fall in added value.

Likewise, this period demonstrated a significant decrease in consumption spending; a sharp
decrease was evident in investment along with declining exports and imports. Yet in June 2009
annual inflation was still 4.2% in Lithuania.
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1.2. Overview of the Lithuanian labour market and of its main
trends in the last 6 months

1.2.1. UNEMPLOYMENT TRENDS

After the re-establishment of independence and ensuing structural economic changes,
unemployment remained high in Lithuania until its accession to the European Union. According
to LFS, the unemployment rate was above 10% in Lithuania until 2004, the year of accession
(see Chart 2).

Chart 2: Unemployment rates in Lithuania from 1998 to 2009 2nd quarter (%)

Source: Lithuanian Statistics

Unemployment rates started decreasing pro rata with the growth of national GDP. The dynamics
of the unemployment rate were dramatically impacted by Lithuania’s accession to the EU and
the ensuing sharp decrease in the labour force as a result of large economic emigration flows
from Lithuania. Economic growth, emigration of Lithuanian people of working age, and a striving
for higher living standards, all encouraged previously inactive individuals, notably older people
or inexperienced and undereducated youth, to join the labour market. This is clearly illustrated
by the dynamics of employment rate indicators in different age groups (see Chart 3).
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Chart 3: Employment rates in different age groups in Lithuania, 1998-2008, (%)

Source: Lithuanian Statistics

The chart above demonstrates that in 2007, as compared to 2004, the employment rate for
individuals aged 25-54 increased by 3.1 percentage points, for youth by 4.9 percentage points
and for older people by 6.5 percentage points. Today these employees (less skilled or older) find
themselves among those made redundant as a result of the economic and financial crisis in the
country (see Chart 4).

Chart 4: Unemployment rates in different age groups in Lithuania,
2007-2009 2nd quarter (%)

Source: Lithuanian Statistics

It is also worth noting that, in terms of unemployment, men suffered more than women as a
result of the economic and financial crisis and ensuing economic structural developments in
Lithuania (see Chart 5).

10

National Restructuring Seminars – Lithuania
Anticipating and Managing Restructuring



Chart 5: Unemployment rate by gender in Lithuania in 2007-2009 2nd quarter (%)

Source: Lithuanian Statistics

1.2.2. THE CHANGING STRUCTURE OF EMPLOYMENT BY ECONOMIC
SECTORS

Following independence in 1990, fundamental economic changes also had a great influence on
the structure of employment in Lithuania. In addition, changes in the structure of employment
resulted from the so-called Russian crisis in 1998 and the current financial crisis which started
in the United States in 2007.

Prior to independence a high proportion of individuals were employed in the industrial and
agricultural sectors of the Lithuanian economy (~50%). Major changes occurred following
independence: employment in agriculture and manufacturing dropped dramatically, while the
service sector started growing (see Chart 6).
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Chart 6: Structure of employment by economic sectors in the period of 1990-2008

Source: Lithuanian Statistics

A more detailed analysis of the changes in the structure of employment by sectors demonstrates
that most Lithuanian people were employed in manufacturing enterprises (30%), agriculture
(18%) and construction (12%) at the beginning of the period. The economic restructuring
resulted in more people being employed in various services and fewer in manufacturing
activities. The highest increase in employment was seen in the trade sector (see Chart 7).
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Chart 7: Structure of employment by economic sectors in the period of 1990-2008

Source: Lithuanian Statistics

During the period 1990-1999 the steepest decrease in the number of employees was recorded
in manufacturing and construction (44% and 48% respectively), while the trade sector
exhibited the highest increase in employment (in 1999 trade sector employees accounted for
53.4% of total employment, although this indicator was still considerably below the comparable
average in the EU (65.7% in 1998).
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In Lithuania the service sphere has been most highly developed in the largest cities, towns and
county centres. This is mainly because purchasing power is considerably higher in large cities
and towns than in villages and small towns.

Likewise, it should be noted that the share of people employed in the sectors of financial
intermediation and real estate significantly increased in Lithuania during the period
1990-1995. The real estate sector also continued to exhibit rapid development during the
period 2005-2008 as a result of very favourable borrowing conditions and the large supply of
credit facilities in Lithuania. In its turn this development facilitated growth in demand in the
(previously weak) construction sector: the share of construction sector employees grew from 6%
in 2001 to 11.1% in 2007. However this sector was the first to feel the painful consequences of
the financial crisis in 2008.

After re-establishment of independence in 1990, quite rapid development was also seen in the
structures of public administration: the share of public administration employees increased from
2.6% in 1990 to 5.8% in 2002 (this growth subsequently ceased and in 2008 the share of
public administration employees accounted for 5.5%). Similar processes were recorded in the
education and health care systems: rapid growth until 2001 and stabilisation after that.

It is worth noting that the share of agricultural employment remained high for a long time (in fact
until Lithuania’s integration into the European Union) and still accounted for 18% in 2003. This
share rapidly shrank over the following five years down to around 8% in 2008. Such a dramatic
decrease was influenced not only by economic processes but also by demographic influences
(rapid ageing of rural population, with youth emigrating first to urban areas and then to foreign
countries), as well as by EU support for alternative activities to agriculture such as production of
non-traditional agricultural produce, development of traditional and non-traditional crafts, and
rural tourism.
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1.2.3. TEMPORARY AND SHORT-TERM CONTRACTS: IMPORTANCE AND
DEVELOPMENTS

Standard employment contracts (full-time employment contracts of a permanent nature) have
traditionally predominated in Lithuania. Throughout the whole period from 1998 to 2009 2nd

quarter, the proportion of workers employed under temporary or short-term contracts (according
to data available from Lithuanian Statistics) was around 5% (see Table 1).

Table 1: Distribution of employed workers in Lithuania by type of employment in the
period 1998 – 2009 2nd quarter, (%)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
2Q

Permanent
employment

1119,5 1103,4 1055,2 1028,3 1042,3 1062,0 1096,0 1156,1 1206,7 1277,5 1313,0 1213,3

Temporary
employment

64,8 61 60,9 62,6 81,6 82,7 73,6 67,9 57 46,9 31,9 32,8

Total no. 1184,2 1164,4 1116 1090,9 1124 1144,8 1169,6 1224,1 1263,7 1324,4 1345 1246,1

Permanent
employment

94,5 94,8 94,5 94,3 92,7 92,8 93,7 94,5 95,5 96,5 97,6 97,4

Temporary
employment

5,5 5,2 5,5 5,7 7,3 7,2 6,3 5,5 4,5 3,5 2,4 2,6

Total % 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Source: Lithuanian Statistics

As we can see from the data in the table, the share of workers employed under temporary and
short-term contracts was shrinking as a percentage of the total during the period of labour
shortage between 2004 and 2007, permanent contracts being offered more often to attract
employees.

At first sight it may seem strange that the share of workers employed under temporary and
short-term contracts kept shrinking in Lithuania after the onset of the economic and financial
crisis. It is our opinion that such a situation might be due to the fact that, in the face of economic
difficulties, companies first dismissed persons employed under temporary and short-term
employment contracts, since dismissal of persons employed under non-term contracts is
relatively more costly for employers. This hypothesis is also confirmed by the statistics of job
vacancies registered with the LLE: the number of permanent job offers decreased by 20% in
2008, while the number of temporary job offers did not decrease but rather grew by 7% (see
Table 2).
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1.2.4. JOB LOSS AND JOB CREATION

In Lithuania job loss and job creation can be judged from LLE’s information on the total number
of unemployed people and job vacancies registered in labour exchanges each year (see Table 2).

Table 2: Total number of unemployed people and job vacancies registered in
Lithuania per year, 2003-2008 (’000)

2003 2004 2005 2006 2007 2008

Registered unemployed
people

242,1 204,3 164,0 160,8 166,7 214,2

Registered job vacancies

Including:

Non-term employment
Fixed-term employment

130,0

97,3
32,7

122,9

93,6
29,3

125,1

103,0
22,1

126,2

110,8
15,4

136,9

124,0
12,9

112,6

98,7
13,8

Source: Lithuanian Statistics

During the period of economic growth, especially after Lithuania’s accession to the EU and right
up to 2008, the following problems were mentioned as dominant in equating labour supply and
demand: shortage of employees, increasing companies’ dependence on older people or persons
staying off the labour market (in order to ensure labour supply); the large degree of segmentation
of the labour market; and a shortage of skilled labour in large cities, which became the main
obstacle of economic development. From the middle of 2008 the following problems have
persisted in Lithuania (in terms of the match between labour supply and demand): employers
facing difficulties in retaining jobs as a result of decreased demand for products and services;
decreasing number of job vacancies; the fact that the number of liquidated jobs significantly
exceeds that of new jobs; the shift from labour shortage to labour surplus; and reduced
employment opportunities for youth and other persons at social risk.

Job loss

As we can see from the table above, the number of people applying to labour exchanges
decreased from 2003 to 2006 and started rising again from 2007. An extremely drastic rate of
job losses was recorded in the second half of 2008.

More detailed information on job losses is available for the years 2006-2008. Analysis of LLE’s
data on job losses by economic sector shows a relative increase in the number of job losses in
construction, real estate business and wholesale/retail trade during 2007/2008 (see Table 3).
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Table 3: Employees registered with the LLE by former economic activities, (%)

Type of activity 2006 2007 2008

Total 100,0 100,0 100,0

Agriculture, hunting and forestry 8,5 6,3 5,4

Manufacturing 28,3 25,2 25,3

Construction 8,1 8,1 11,4

Wholesale and retail trade; repair of motor vehicles, motorcycles,
personal and household goods

15,5 14,9 16,4

Hotels and restaurants 3,8 3,8 3,8

Transport, warehousing and communication 4,0 4,0 4,3

Financial intermediation 0,6 0,5 0,5

Real estate, rental and other business activities 5,0 5,1 5,9

Public administration and defence; compulsory social security 4,9 4,1 3,2

Education 3,7 3,3 3,7

Health care and social work 2,3 2,0 1,6

Other utility, social and personal service activities 3,9 3,3 2,9

Other activities 11,5 11,4 6,6

Source: Lithuanian Statistics

A dramatic change is also seen in proportion of persons dismissed from the public and private
sectors within the last three years (see Table 4): from 12:76 to 9:80. In general, the current
growth in the numbers of the unemployed occurs mainly in the private sector.

Table 4: Employees registered with the LLE by former sector of employment, (%)

2006 2007 2008

Total 100,0 100,0 100,0

Former public sector employees 12,0 11,4 9.1

Former private sector employees 76,2 75,5 79,7

Former unemployed 11,8 13,2 11,1

Source: Lithuanian Statistics

The first half of 2009 was notable for rapidly growing unemployment and shrinking employment
opportunities as well as an increasing imbalance in the labour market. In the first half of 2009
labour supply was twice as high as in the first half of 2008. Unskilled and low-skilled workers,
non-university graduates and blue-collar workers were among the first to suffer from
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unemployment. With the deepening crisis, the number of dismissed middle managers and
executives also increased.

Job creation

As one can see from the table above, the number of job vacancies grew steadily in Lithuania
during the period 2004-2007. The situation changed only in 2008 (especially in October), when
the number of job vacancies registered with the LLE was nearly one-fifth lower (18%) as
compared to 2007. After prolonged decline, the supply of fixed-term jobs also increased in
2008. Job vacancies shrank even more in the first half of 2009 as compared to the first half of
2008, the number registered with the LLE being 27% lower .

Throughout recent years (2005-2008) the service, manufacturing and construction sectors
accounted for the biggest number of created jobs (~55%, ~25% and ~15%, respectively).
Skilled workers and craftsmen were in demand during the period 2005-2007. An extremely
unbalanced situation was observed in the Lithuanian labour market in 2007, when for each
concrete-layer, bricklayer or bus/trolleybus driver in the labour market there were more than five
job vacancies, while for each cook, waiter, waitress, bartender, welder, metalworker,
heavy-goods vehicle driver and wood processing operator there were more than two job
vacancies.

As mentioned before the situation fundamentally changed in 2008 when a decrease in the
number of job vacancies was accompanied by significant changes in the their structure, with a
decrease in the number of vacancies in the construction and manufacturing sectors.

1.3. Restructuring processes

In Lithuania there is no uniform source of statistical information on corporate restructuring and
its impact on employment. Some estimates can be based on individual sources of statistical
information, such as the State Enterprise Centre of Registers (CR) which collects data on
companies entered into and crossed off the register year by year; the Department of Enterprise
Bankruptcy Management under the Ministry of Economy of the Republic of Lithuania (DEBM),
which collects information on companies’ bankruptcies and restructuring procedures; and the
LLE which collects data on redundancies of groups of employees.
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1.3.1. COMPANIES’ BANKRUPTCY AND RESTRUCTURING PROCEDURES

According to the DEBM, bankruptcy was declared for ~6,800 companies from 1993 through
2008; bankruptcy proceedings were completed for ~5,400 (80%) companies. Within the 15
year period a notable growth in the number of bankrupt companies was evident by the year
2002. After that the number of initiated bankruptcies remained relatively stable until 2008,
which exhibited the highest number (928 companies). This figure is 53% higher than that
recorded in 2007 (see Chart 8).

Chart 8: Dynamics of initiated bankruptcy proceedings in Lithuania in 1993-2008

Source: DEBM

It should be noted that in most cases bankruptcies in Lithuania are initiated not by the chief
executives or owners of the enterprises, but by the State Social Insurance Fund Board (SSIFB).
In 2008 the SSIFB initiated 32% bankruptcy procedures, chief executives 28%, other creditors
18% and owners 11%. According to the SSIFB, it assumes the role of the initiator of bankruptcy
proceedings to protect employees from becoming socially insecure once the employer
discontinues payment of social insurance contributions for them.

In 2008 it was mainly wholesale and retail trade companies (27%), manufacturing enterprises
(22%), construction companies (17%), transport, warehousing and communication companies
(10%), and real estate, renting and other businesses (10%) which went bankrupt in Lithuania.
Compared to 2007 the most dramatic increase in the number of bankruptcies was in hotels and
restaurants (241%, from 17 to 58 enterprises); transport, warehousing and communication
enterprises (171%, from 35 to 95 enterprises); real estate, renting and other businesses (153%,
from 36 to 91 enterprises); and construction enterprises (124%, from 71 to 159 enterprises).

Such a situation was mainly brought about by a significant economic downturn in both Lithuania and
other countries (particularly in the main export partners of Lithuania, i.e, Russia, Latvia and Germany).
Reduced demand for enterprises’ products due to shrinking or lost markets - both internal and
external - could be identified as the main reason for corporate bankruptcies in Lithuania.
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Comparison of the number of companies registered in a given year with the number of companies
against which bankruptcy proceedings were instituted during that year shows an increase in this
indicator between 2000 and 2004. The indicator started falling back in 2005 but in 2008
re-attained the levels of 2004 and 2005 (see Table 5).

Table 5: Number of companies entered into or crossed off the register, or under
bankruptcy proceedings in Lithuania, in 2000-2008

Year Companies entered
in the register

Companies
crossed off the

register

Initiated
bankruptcy
proceedings

Difference
between

companies under
bankruptcy and

registered
companies

2000 10,512 9,754 415 3.9

2001 10,849 10,315 590 5.4

2002 9,202 6,238 799 8.7

2003 8,926 13,741 621 7.0

2004 6,708 4,283 709 10.6

2005 7,538 6,348 772 10.2

2006 8,274 7,136 759 9.2

2007 9,852 5,418 606 6.2

2008 8,594 4,713 928 10.8

Source: Ministry of Economy, RC

It can be said that the trends in the number of bankruptcies as well as in the difference between
companies under bankruptcy and registered companies are quite logical and reasonable. Since,
as a rule, a company faces business problems for a period of time before bankruptcy proceedings
are instituted against it, it is natural that a certain time-lag is evident in the dynamics of this
indicator, the worsening situation in the country being reflected in the bankruptcy statistics a
year later and vice versa.

From the coming into effect of the Law on Restructuring of Enterprises on 1 July 2001 until
2008, restructuring proceedings were initiated in respect of 41 enterprises, of which five were
successfully restructured (restructuring proceedings were terminated in respect of 26
enterprises). Restructuring proceedings were in progress for ten enterprises at the end of 2008.
The aforementioned statistical information does not lead to any generalised conclusions.
Implementation of this law in practice tends to run up against certain problems, and attempts to
influence changes in enterprises using administrative means are not effective.

Within the first semester of 2009, bankruptcy proceedings were initiated in 974 enterprises, 2.2
times as many as in the first semester of 2008. According to DEBM, the number of bankrupting
enterprises started sharply growing on September 2008 when 123 bankruptcy proceedings were
initiated. During the first half of 2009 the highest number of bankruptcies was recorded in
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March (200 enterprises) and April (192 enterprises). Analysis of the bankruptcy proceedings
initiated during the first half of 2009 shows that construction undertakings, trade companies
and manufacturing industries accounted for most cases (230 (24%), 210 (22%) and 195
(20%) respectively).

In contrast to earlier periods during which most bankruptcy proceedings were initiated in
Lithuania by the SSIFB, data of the first half of 2009 shows that enterprise executives were the
most active in initiating enterprise bankruptcies (44%); 22% of bankruptcy proceedings were
initiated by other creditors of enterprises and only 16% by the SSIFB.

Compared to the relevant period in 2008, major changes were seen in the service sector: the
number of bankruptcies in transport, storage and real estate businesses grew more than five-fold
in the first half of 2009. A threefold increase was recorded in construction, vocational, scientific
and technical activities, and a twofold increase in administration and service activities as well as
in manufacturing. An analysis of bankruptcy proceedings in manufacturing shows that wood
production, furniture production, hardware production and clothing undertakings suffered most
during the first semester of 2009. The sharpest increase in the number of bankruptcies was seen
in hardware and furniture production (by 5.6 and 2.7 more, respectively) in the first half of
2009, measured year-on-year.

According to the DEBM, the most common reasons for bankruptcies initiated in the first half of
2009 included a shortage of turnover funds and market losses related to increased pressure from
competitors, order reductions and other factors.

It is worth noting that the first half of 2009 also saw a sharp increase in the number of
restructuring proceedings, that is 23 as compared to only 1 in the first half of 2008.

1.3.2. EUROPEAN RESTRUCTURING MONITOR

Information on cases of restructuring of companies and organisations in Lithuania has been
recorded and accumulated since 2005 in the European Restructuring Monitor (ERM) system of
the European Foundation for the Improvement of Living and Working Conditions. The system
records and compiles information only on large-scale restructuring cases in Lithuania which
meet at least one of the following criteria:

1) a company or organisation reduces/plans to reduce jobs for at least 100 workers;

2) a company or organisation creates/plans to create jobs for at least 100 workers;

3) a company or organisation with more than 250 workers reduces/plans to reduce at least
10% of all jobs in the company;

4) a company or organisation with more than 250 workers creates/plans to create at least
10% of additional jobs in the company.

Based on ERM principles, information is gathered from three Lithuanian periodicals –
newspapers “Verslo Žinios”, “Lietuvos Rytas” and “Lietuvos Profsąjungos“.

Data on restructuring cases is consolidated and published on a website of the European
Monitoring Centre on Change (EMCC), at http://www.eurofound.europa.eu/emcc/. Information on
job reduction and job creation is updated on a monthly basis.
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Facts on each restructuring case include the following information:

1) Brief information on the company:

� company name;

� field of company’s activities;

� geographical location of the company and its units affected by restructuring (city/town);

� number of employees in the company (before restructuring).

2) Brief details on restructuring case and its effects on employment in the company:

� number of planned job reductions or creations;

� type of restructuring of the company (business expansion, internal restructuring,
bankruptcy/closure, merger, etc.);

� planned period of restructuring (start and timeline of restructuring);

� other indirect job reduction measures (e.g., employment contract is not extended after
expiry thereof; some employees are transferred to other units of the company, etc.).

Beside the above-mentioned information, the EMCC’s website contains some other additional
information, such as main reasons of restructuring, information sources and other information.

Within the period from 2005 to 2009 there were 117 restructuring cases in Lithuania registered
with the EMCC, including:

� 55 cases of business expansion;

� 34 cases of internal restructuring;

� 30 cases of bankruptcy/closure;

� 1 case of merger/acquisition.

Within the period from 2005 through 2009, most restructuring cases relating to job reductions
were registered between January and October 2009 – 10 cases of bankruptcy or closure and 21
of internal restructuring - while 2007 accounted for the lowest number of registered
restructuring cases (four bankruptcies/closures and two internal restructurings). Within that
period most restructuring cases relating to job reduction were registered in the following sectors:

� Electricity services and manufacturing of electrical products (10 cases: Vilniaus Vingis,
Yazaki Wiring Technologies Lietuva, Snaigë, Galaunë, etc.);

� Food industries (9 cases: Danisco Sugar (Kedainiai, Panevëþys subsidiaries), Èeèeta,
Ðvyturys-Utenos Alus, Alita, Vilniaus Mësa, Sema, etc.);

� Manufacturing of textiles and leather products (9 cases: Apavikta, Prienius, Alytaus Tekstilë,
Ðiauliø Stumbras, Trys Sezonai, Lino Audiniai, etc.);

� Transport service industries (6 cases: Tarptautinis Vilniaus Oro Uostas (International
Vilnius Airport), FlyLAL – Lithuanian Airlines, Air Baltic Corporation, Girsa, etc.).

The main reasons of restructuring relating to job reduction were as follows:

� Reduction in the demand for products or services supplied (Vilniaus Vingis, Vilniaus Mësa,
Kamintras, Kasyba, Narbutas ir Ko, etc.);
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� Termination (non-extension) of contracts with major customers (Egesta, Yazaki Wiring
Technologies Lietuva);

� Reduction in funding from the State budget (Maþeikiø Automobiliø Keliai, Vilnius City
Municipality, etc.).

1.3.3. DATA ON REDUNDANCIES OF GROUPS OF EMPLOYEES

Main trends

The Lithuanian Labour Exchange (LLE) has provided information on redundancies of groups of
employees from the year 2003. Analysis of the LLE’s data reveals no direct correlation between
the number of notices of intended dismissals of groups of employees and the number of
employees warned of dismissal (see Chart 9). For example, only 42 notices of intended
dismissals of groups of employees were received in 2006, while the number of employees
warned of dismissal was the highest within the period from 2003 through 2007.

Chart 9: Dismissals of groups of employees in Lithuania in 2003-2009 (1st half)

Source: Lithuanian Labour Exchange

Another obvious trend prevailing since 2007 is the stable increase in the number of companies
that notify territorial labour exchanges of intended dismissals of groups of employees and in the
number of employees dismissed. Exacerbated by the deepening economic crisis, both the
number of notices of group dismissals and the number of employees to be dismissed were at
record levels in the first semester of 2009. The indicators for the first six months in 2009
exceeded the corresponding indicators for previous years. In the first half 2009 160 notices
were received covering 7,100 employees due for dismissal, whereas during the same period of
2008 the corresponding figures were 41 and 1,200.
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A chronological review of the trends in redundancies of groups of employees demonstrates that
in 2004 the number of employees warned of impending dismissal dropped by 7% year-on-year,
while in 2005 this figure shrank by almost a quarter year-on-year. In 2006 the number of
employees warned about intended dismissal was more than double that for 2005, although the
number of notices on dismissals decreased nearly by one-third. This was related to redundancies
of big groups of employees from large manufacturing enterprises, including bankrupted
Panevëþys-based AB Ekranas (all 3,667 employees received notices of intended dismissal) and
its subsidiary AB Ekmecha (453 employees dismissed), AB Klaipëdos Mediena (600, or one-half
of the company’s employees dismissed), as well as bankrupted UAB Kraitenë (387 employees
dismissed). In 2007 the number of employees warned of intended dismissals was twice that in
2006, while the number of received notices of dismissals increased nearly by one-third.

The effects of the financial and economic crisis of 2007 hit the Lithuanian labour market in
2008 in terms of a doubling in the number of employees warned of intended dismissal
year-on-year. The largest number of notices of intended dismissals was recorded in December
2008. The number of employees receiving such notices during the first semester of 2009 was by
three hundred more than the annual number of such notices received in 2008. The Chart below
presents the 3-monthly profile of group dismissals from April (week 14) to July (end of June,
week 26) 2009 (see Chart 10).

Chart 10: Number of group dismissals and number of employees warned about
dismissal from April to June, 2009 (from week 14 to week 26)

Source: Lithuanian Labour Exchange

Reasons for dismissals

The reasons for dismissals are listed below in chronological order:

� In 2003, the main reason for redundancies was reorganisation of enterprises (60% of total
redundancies). Large enterprises accounted for most of redundancies that year.

� In 2004, instituted bankruptcy proceedings (52%) as well as restructuring and changes in
labour organisation in enterprises were the main reason for redundancies.

� 2005 continued the trend of 2004 and the main reason of redundancies was instituted
bankruptcy proceedings (47%). Most proceedings were instituted against small- and
medium-sized business enterprises; employees dismissed from those companies
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accounted for 84% of total employees dismissed that year. Other common reasons
included restructuring and changes in labour organisation in enterprises.

� Instituted bankruptcy proceedings continued to be the main reason for redundancies in
2006 and 2007 (55% and 60% respectively of total redundancies). 2006 was notable for
dismissals of large groups of employees from large enterprises.

� Structural reorganisation as a result of the unfavourable economic situation as well as
instituted bankruptcy proceedings (50%) were the main reasons for redundancies of
groups of workers in 2008.

Key sectors exposed to redundancies of groups of employees

Distribution of redundancies of groups of employees by sector is described below in
chronological order:

� In 2003 the highest levels of group redundancies impacting on the local labour market
were recorded in electricity generation and particularly in the distribution company UAB
Vilniaus Energija, attributable to electricity, gas, steam and air-conditioning supply sector
(NACE 2), which notified the territorial labour exchange of the dismissal of 839
employees; as well as in a number of manufacturing companies such as wood and wood
products manufacturer AB Klaipëdos Mediena, (144 employees dismissed); textiles and
textile products manufacturers such as AB Trinyèiai, (234 employees dismissed), UAB
Brelytus Textil (275 employees dismissed) and AB Alytaus Tekstilë (146 employees
dismissed); and food production company AB Vievio Paukštynas (102 employees
dismissed).

� In 2004 the manufacturing sector again accounted for the largest number of dismissed
employees. Most were dismissed from textiles and textile products manufacturing
companies, such as Alytus textile company UAB Bremunas Textil (136 employees
dismissed), AB Dirbtinis Pluoštas (nearly 600 employees dismissed) and AB Alytaus
Tekstilë (220 employees dismissed); the main reasons for redundancies in the textiles
sector included decreased product demand and the ensuing decrease in the scope of
production. In general that year was outstanding for collapse of the textile/clothing sector
in Lithuania (undoubtedly conditioned by competition with Asian countries): bankruptcy
proceedings were instituted against Švenèionys-based sewing company UAB Rafalski ir
Rafalski (44 employees dismissed), Lithuanian-German UAB Brenava (94 employees
dismissed); structural reorganisations and changes in the nature of activities led to
redundancies of groups of employees in Kaunas sewing companies UAB United Fashion
and Ievateksa, Panevëþys VðÁ Garsas, Pasvalys sewing company UAB Manra (45
employees dismissed), sewing company AB Selinos Dizainas (67 employees dismissed).
Quite a number of group redundancies took place in the food production sector: three
Lithuanian milk processing companies - AB Varënos Pieninë (105 employees dismissed),
AB Ignalinos Pieninë (91 employees dismissed) and AB Panevëþio Pienas, Raguva unit (all
51 employees dismissed) were closed in September only.

� In 2005 the situation in industrial companies continued to be complicated. Penetration of
cheap leather and textile products from China and other Asian countries into the
Lithuanian market heavily adversely affected footwear manufacturing and sewing
companies – the number of employees dismissed from such companies accounted for
37% of total employees dismissed that year. Failing to compete with cheap Asian
production footwear manufacturer, UAB Apavikta had to dismiss 220 of a total of 245
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employees as a result of a decrease in the scope of production. In addition, UAB Baltijos
Trikota�as, UAB Irainija, Kaunas-based sewing company AB Trys Sezonai (183 employees
dismissed), AB Alytaus Tekstilë (374 employees dismissed), sewing company UAB
Prienius (257 employees dismissed) went bankrupt. The food production sector also
underwent a number of changes: the number of employees dismissed in this sector
accounted for 18% of total dismissed employees in 2005. Panevëþys-based manufacturer
of spirits, technical products and alcohol drinks AB Sema (53 employees dismissed), AB
Šiauliø Stumbras and AB Stumbras, Balbieriškis spirit’s brewery (221 employees dismissed
from both companies), AB Danisco Sugar Panevëþys, Kurðënai branch (132 employees
dismissed), bakery houses in Širvintos, Raseiniai, Kudirkos Naujamiestis (107 persons
dismissed in total) all went bankrupt. 108 employees were dismissed in the electricity,
gas, steam and air conditioning supply sector following termination of operations in
Ignalina Nuclear Power Plant (3% of total INPP’s employees). Redundancies of group of
employees also took place in the public sector (namely in the health care and social work
sector). As a result of reorganisations in primary health care centres and hospitals and
liquidation of corporate social service providers, 27 employees were dismissed, equivalent
to 7% of total employees dismissed in 2007.

� The largest redundancy of a group of employees during the last seven years was recorded in
2006, when 3,667 employees were dismissed following the bankruptcy of
Panevëþys-based manufacturer of kinescopes AB Ekranas after many years of sustained
production followed by a fall in demand as a result of major changes in the principles of
TV-set manufacturing. The employees dismissed from this company, within the sector of
computer, electronic and optical products manufacture (NACE 2), as well as from its
subsidiary AB Ekmecha accounted for 62% of total employees dismissed that year
(redundancies of groups of employees only). As a result of loss-making activities several
wood and wooden products manufacturers also notified dismissal of groups of employees
in 2006, totalling 854 employees or 13% of total employees dismissed that year. Nearly
600 employees were dismissed from large food and beverage production companies as a
result of bankruptcy proceedings; among those companies were of smoked meat product
manufacturer UAB Èeèeta, certified by the Lithuanian Culinary Heritage Foundation (114
employees dismissed), which represented Lithuania in EXPO 2005 a year ago, and the
well-known frozen and ready-made food product manufacturer UAB Kraitenë (387
employees dismissed). Employees dismissed from food production companies accounted
for 9% of the 2006 total.

� In 2007 60 enterprises reported redundancies of groups of employees. Most were small-
and medium-sized enterprises. No clear predominance of one sector or another was
observed. The largest redundancies of groups of employees were recorded in companies
manufacturing wood and wooden products (including furniture): AB Karigë, manufacturer
of exclusive design cabinet-type furniture with complicated structures was bankrupted
and dismissed 189 employees, UAB Pajûrio Mediena dismissed 184 employees as a result
of shortages of raw materials and ensuing winding-up of several units. Manufacturer of
textiles and textile products AB Linø Aaudiniai dismissed 148 employees, or 34% of the
total, as a result of termination of yarn manufacturing. Reorganisation of public health
centres (in Vilnius, Kaunas, Klaipëda, Panevëþys, Utena, Skuodas and Marijampolë) led to
dismissal of 160 employees in total, that is 7% of total employees dismissed that year.

� In 2008 the deepening financial and economic crisis as well as the accompanying
decrease in demand and economic globalisation most adversely affected the following
sectors in Lithuania:
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� Manufacturing of textiles and textile products (24% of all dismissed employees): other
formerly strong companies with reliable markets for their productsalso went bankrupt,
such as UAB Lino Audiniai (939 employees dismissed), AB Drobë (282 employees
dismissed), and yarn and fabric manufacturer UAB Filana (194 employees dismissed).

� Construction (12% of total dismissals): bankruptcies of small construction companies
(up to 50 employees) increased heavily; large companies gradually dismissed
employees in stages.

� Clothing (9% of total dismissals): large sewing companies went bankrupt such as UAB
Dobilas (176 employees dismissed), formerly successful UAB NiRima (162 employees
dismissed), UAB Jonatex (172 employees dismissed) and a number of small sewing
companies and workshops.

� Food production (7% of total dismissals): one of the largest redundancies in this sector
was due to the bankruptcy of meat processing company UAB Natanga ir Rovisa (210
employees dismissed); and a reform in the EU sugar market organisation led to
termination of business activities by AB Danisco Sugar Këdainiai and ensuing dismissal
of its employees.

� Manufacturing of wood and wooden products (including furniture): (5% of total
dismissals): bankruptcy of AB Minija led to one of the largest redundancies in this
sector (130 employees dismissed).

� 2008 was also notable for dismissal of 310 employees (22% of the company’s staff)
from refrigerator manufacturer UAB Snaigë as a result of reduction in the scope of the
company’s production.

� During the first semester of 2009, redundancies of groups of employees were reported by
160 companies and more than 7,000 employees were dismissed in Lithuania. 76
companies went bankrupt and 3,341 employees of these companies were made redundant
during the aforementioned period. Reorganisation of various enterprises and agencies led
to dismissal of 1,235 employees; 224 more employees lost their jobs as a result of
company liquidations, and 2,252 for other economic reasons. The largest redundancies of
groups of employees took place in:

� Air transport enterprises – AB FlyLAL (Lithuanian Airlines - 274 employees
dismissed), State Enterprise Tarptautinis Vilniaus oro uostas (International Airport -
182 dismissed), and other companies belonging to this sector.

� Public administration sector – 878 employees dismissed as a result of reorganisation of
county governors’ administrations, municipalities and municipal enterprises as well as
some other enterprises.

� Wood and wooden product manufacturing (including furniture) sector – UAB Dilikas,
UAB Narbutas ir Ko went bankrupt (210 and 174 employees dismissed respectively).

� Manufacturer of refrigerators and freezers UAB Snaigë dismissed 300 employees.

� Building materials manufacturing and construction – UAB Šilna, UAB Energetinës
Statybos Projektai (135 and 142 employees dismissed respectively) and other
enterprises went bankrupt;

� Textiles and textile products manufacturer UAB Drobe LT (130 employees dismissed),
and others.
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To summarise it can be said that during the period several sectors contributed to the most
frequent redundancies of groups of employees in Lithuania. These included building materials
manufacturing and construction, textiles/textile products manufacturing and clothing, wood and
wooden products (including furniture) manufacturing, and food production.

Redundancies of groups of employees by region

Historically, major differences in regional development have been seen in Lithuania as
between urbanised centres (Vilnius and Klaipëda mainly, but also other large cities) and rural
areas (peripheries). The differences has been primarily attributable to the better-developed
infrastructure, mostly the transport systems and the notably stronger service sector in the
urbanised centres. In addition main industrial installations are also concentrated in the large
cities. It is therefore natural that many redundancies of groups of employees have been recorded
in companies based in large cities/towns (Vilnius, Kaunas, Klaipëda, Ðiauliai and Panevëþys),
while some regions have not been exposed to group redundancies at all. The LLE’s information
below illustrates the distribution of redundancies of groups of employees by Lithuanian region
(territorial labour exchanges - see Table 6).

Table 6: Number of companies who warned of redundancy of groups of employees and
number of employees warned of redundancy by regional labour exchanges

2005 2006 2007 2008 2009
1st semester

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

1. Vilnius 13 599 5 185 10 576 4 417 26 1485

2. Kaunas 10 563 15 668 10 450 27 1328 38 1420

3.Klaipeda 2 162 4 702 9 455 10 245 15 800

4. Siauliai 6 377 3 165 3 100 11 420 2 27

5. Panevezys 6 138 3 4132 8 142 14 1441 7 249

6. Alytus 3 412 1 38 3 63 5 467 13 924

7. Trakai 3 110 - - 1 11 1 21 - -

8. Radviliskis 2 31 - - - - - - - -

9. Svencionys 1 3 1 17 - - - - 1 12

10. Zarasai 1 10 - - - - - - - -

11. Prienai 2 312 1 35 1 12 2 55 1 15

12. Anyksciai 2 53 2 69 1 18 2 41 1 20

13. Marijampole 1 14 3 537 1 37 3 107 6 342
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2005 2006 2007 2008 2009
1st semester

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

Number
of com-
panies

Number
of em-
ployees

14. Taurage 1 25 1 23 1 24 4 163 1 16

15. Birzai 1 5 - - - - - - 1 20

16. Sakiai 1 36 - - - - - - - -

17. Raseiniai 1 44 - - - - 2 178 1 23

18. Sirvintos 1 27 - - - - 2 41 1 20

19. Lazdijai 1 22 1 29 - - - - 1 13

20. Ignalina 1 108 - - - - - - 3 205

21. Kedainiai - - 1 20 - - 1 68 1 62

22. Joniskis - - 1 29 1 22 - - 2 38

23. Pasvalys - - - - 1 15 - - 1 13

24. Utena - - - - 1 6 1 19 3 130

25. Skuodas - - - - 1 5 - - 1 22

26. Vilkaviskis - - - - 3 34 3 90 2 67

27. Telsiai - - - - 3 144 5 309 5 239

28. Plunge - - - - 1 148 5 388 2 55

29. Silute - - - - - - 2 151 2 36

30. Moletai - - - - - - 1 22 2 61

31. Kupiskis - - - - - - 3 118 2 108

32. Jurbarkas - - - - - - 3 94 2 57

33. Jonava - - - - - - 3 229 3 156

34. Rokiskis - - - - - - 1 23 1 25

35. Akmene - - - - - - 2 69 6 202

36. Druskininkai - - - - - - 1 36 - -

37. Kretinga - - - - - - 2 151 3 95

38. Silale - - - - - - 1 210 1 12

39. Ukmerge - - - - - - 2 35 - -

40. Kaisiadorys - - - - - - - - 2 50

41. Mazeikiai - - - - - - - - 1 120

Source: LLE
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As one can see from the table, the largest numbers of redundancies over the last five years were
announced in Vilnius, Kaunas and Klaipëda, that is in the country’s three largest cities.

Vilnius, Kaunas, Klaipëda, Panevëþys and Alytus lead in terms of the number of dismissed
employees. The particular characteristics of the two last-mentioned towns – notably their small
size including the surrounding regions, and the concentration of their labour forces in two or
three large enterprises – caused them to suffer most from the economic changes and ensuing
redundancies as well as from the increased social tension caused by the rapid increase in
unemployment. In Panevëþys the situation has deteriorated as a result of redundancies from
kinescope manufacturer AB Ekranas and its subsidiaries and subcontractors, while in Alytus the
situation was adversely affected by redundancies from AB Alytaus Tekstilë and refrigerator
manufacturer UAB Snaigë.
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2.1. The term of restructuring in Lithuanian legislation

Law on Restructuring of Enterprises

The term restructuring is generally not widely used in Lithuania. The Law on Restructuring of
Enterprises (LRE) of the Republic of Lithuania defines restructuring of an enterprise as “change
of the type of economic activities, upgrading of the production, rationalisation of work, sale of
the enterprise assets or a part thereof, acquisition of assets of other enterprises through their
merger or division, implementation of technical, economic and organisational measures
intended to restore solvency of the enterprise, change in the amount of the enterprise’s liabilities
to its creditors and deadlines for their discharge”. According to the law, restructuring of an
enterprise may commence where the enterprise fails to settle accounts with creditors for more
than three months, has not discontinued its economic and commercial activities, and no
bankruptcy proceedings have been initiated against the enterprise. Such a definition of
restructuring does not correspond in its essence to all forms of the change in an employing unit
(enterprise) envisaged in the EU legislation which influence the status of employment relations,
and implementation of which involves preservation of relevant employees’ rights. In addition, the
LRE does not regulate issues relating to the legal status of employees during enterprise
restructuring. Accordingly, employment conditions should be modified or employment contracts
terminated in compliance with general provisions of the Labour Code (LC).

Enterprise Bankruptcy Law

Administration of enterprises in bankruptcy is regulated by another law, the Enterprise
Bankruptcy Law (EBL). This law defines bankruptcy as the state of an insolvent enterprise in
which bankruptcy proceedings have been initiated in court or creditors are performing
extrajudicial bankruptcy procedures in respect of the enterprise. According to the LC1, on
commencement of the employer’s bankruptcy procedure, employment contracts may be
terminated in accordance with the provisions of the EBL. In compliance with Article 19 of the
EBL, the administrator will, within three working days of the effective date of the court decision
to institute bankruptcy proceedings against the enterprise, notify the enterprise’s employees in
writing of the intended termination of the employment contract and discontinue the employment
contract with them 15 working days after such notification. Notice of the intended dismissal of
employees will be given by the administrator to the territorial labour exchange, municipality
institution and representatives of the enterprise employees within three working days of the
effective date of the court decision to institute bankruptcy proceedings against the enterprise.
On termination of the employment contract, employees will be paid severance pay to a total of
two months’ average wages (the bankruptcy administrator may apply to the Guarantee Fund
where the enterprise does not have enough funds to settle accounts with employees).
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Civil Code

Restructuring of enterprises is also addressed in the Civil Code (CC). Article 2.95 § 2 of the CC
stipulates that “reorganisation shall be termination of a legal person without the liquidation
procedure”. In addition, the CC describes the modes of reorganisation of a legal person (by way
of merger or division).

According to Article 2.4 of the CC, a transfer of business is basically understood as a transfer of
economic and commercial activities. This term is further developed in the case-law of the
Supreme Court of Lithuania (SCL) which explains a transfer of an enterprise, business or any part
thereof as a transfer of title to another person for a certain consideration or without it.

Article 2.104 of the CC defines restructuring of a legal person as an alteration of the juridical
form of a legal person whereby a legal person of a new juridical form becomes the successor to all
rights and liabilities of the restructured legal person (including those related to labour relations).

2.2. Protection of employees in case of restructuring

Lithuanian regulatory instruments provide for two types of legal protection of employees subject
to whether: 1) the employer is changed without changing the status of labour relations (in this
case provisions of Article 138 of the LC and related provisions shall apply); or 2) internal
structural changes of the employer are in place to influence the status of labour relations (in this
case provisions Article 129 and 1301 of the LC and related provisions shall apply).

Where an employer undergoes other processes in addition to reorganisation, restructuring and
other changes stipulated in Article 138 of the LC (for example, internal structural changes, etc.)
on which basis the employer becomes entitled to dismiss an employee on grounds listed in
Article 129 of the LC, the employer can exercise this right in compliance with statutory
requirements and dismiss the employee under Article 129 of the LC. It should be noted that in
practice employment contracts are also often terminated in compliance with Article 125 of the
LC (i.e., by agreement between the parties) or even invoking Article 127 of the LC (upon the
notice of an employee).

Article 138 of the LC “Restrictions on the Termination of an Employment Contract during the
Reorganisation of an Enterprise” stipulates that 1) a change of owner of an enterprise,
establishment or organisation (further – “the enterprise”), the subordination, founder or name
thereof; 2) any merger forming new enterprises, or division forming new enterprises, or division
by acquisition, or merger by acquisition; 3) transfer of an enterprise’s business or any part
thereof, may not be a legitimate reason to terminate employment relations (i.e. employment
contracts).

Article 129 of the LC “Termination of an Employment Contract on the Initiative of an Employer
without any Fault on the Part of an Employee” sets forth that an employer may terminate a
non-term employment contract with an employee only for valid reasons by giving him or her a
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notice thereof in accordance with the procedure established in Article 130 of the LC. Economic
or technical grounds or restructuring of the workplace are also recognised as valid reasons. The
LC stipulates that an employer will be entitled to terminate a fixed-term employment contract
before the expiry thereof upon payment of the average wage to the employee for the remaining
period of the employment contract. An employer will be entitled to terminate an employment
contract by giving the employee written notice two months in advance (or four months in advance
for certain categories of employee) or shorter written notice (one month or two months
accordingly) in cases provided for in the collective agreement applicable at the enterprise.

2.3. Guarantee Fund

As already mentioned, in a case of bankruptcy the bankruptcy administrator may apply to the
Guarantee Fund. The Guarantee Fund is a monetary fund, the assets of which will be allocated -
to the amount established by the law and other legislation - for payments to the employees of
undertakings either already bankrupt or under notice of bankruptcy procedures, and who have
terminated employment relationships with such undertakings, as well as to employees who
continue employment relationships with an undertaking under bankruptcy when that
undertaking is indebted to them.

The Guarantee Fund was established by Resolution No. 685 of 7 June 2001 of the Government
of the Republic of Lithuania in compliance with the Law on Guarantee Fund of the Republic of
Lithuania. The Guarantee Fund started functioning on August 2001.

Assets of the Guarantee Fund will comprise:

� contributions by undertakings – 0.1% of the wages computed for employees (from which
compulsory state social insurance contributions are calculated);

� resources of the Privatisation Fund and State Budget resources;

� resources received from undertakings under bankruptcy and bankrupt undertakings in
satisfaction of creditor claims of the Guarantee Fund;

� voluntary contributions by legal and natural persons as well as undertakings which do not
have the rights of a legal person;

� income from investing temporarily free assets of the Guarantee Fund.
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Table 7: Transfers to the account of the Guarantee Fund in 2001-2008 (in million litas)

Year
Balance at

the beginning
of the year

Contributions
by

undertakings

Resources
of the

Privatisation
Fund

State
Budget

resources

Returning
assets of the

Fund

Total assets
of the

Guarantee
Fund

2001 - 12.1 21.4 - 4.4 37.9

2002 12.6 18.1 - 3.0 1.6 35.3

2003 13.7 19.7 - 2.0 1.8 37.2

2004 11.9 22.1 - 2.0 2.4 38.4

2005 22.9 25.4 - - 8.6 56.9

2006 40.0 32.1 - - 2.2 74.3

2007 49.9 39.7 - - 4.9 94.5

2008 80.0 38.2 - - 7.0 125.2

Source: Guarantee Fund Administration information

Employees will be paid from the Guarantee Fund the following payments which have not been
paid out by the date of application to the Guarantee Fund:

1) a wage for the work performed in accordance with the claim of an employee, but not
exceeding the sum of wages paid for the past three months in succession;

2) cash compensation for an unused annual holiday;

3) severance pay (to the amount of the average wage for between 1 month and 6 months
depending on length of uninterrupted work experience of an employee in the workplace
concerned);

4) pay for the damage caused by occupational accidents or diseases;

5) lay-off payment.
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Table 8: Payments from the Guarantee Fund in 2001-2008

Period
(years)

Number of applicant
undertakings

Number of employees
for whom payments are

allocated

Amount of allocated
payments (million litas)

2001 250 20,655 25.1

2002 504 15,214 21.3

2003 576 18,158 24.7

2004 490 10,242 14.9

2005 527 10,654 16.6

2006 379 11,140 23.6

2007 293 5,794 13.4

2008 300 6,894 18.2

Total 3,319 101,933 157.8

Source: Guarantee Fund Administration information

The Council of the Guarantee Fund and administration of the fund will perform the functions
delegated to them within the framework of the implementation of the Law on Guarantee Fund
and other legislation governing activities of the Guarantee Fund with a view to ensuring that
employees from bankrupt undertakings receive payments from the Guarantee Fund on time and
that their creditor claims relating to employment relationship are duly satisfied.

Information in Tables 9 and 10 on assets allocated to undertakings from the Guarantee Fund for
payments to employees provide evidence that Kaunas (in 2005), Panevëþys (in 2006), Alytus
(in 2007) and Vilnius (in 2008) counties suffered most of all from bankruptcies over the last four
years. Bankruptcies in manufacturing industries were predominant in 2005-2007, while 2008
witnessed most bankruptcies in construction undertakings. The data below supplement
information on redundancy of groups of workers.
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2.4. Legislation related to collective redundancies

Grounds for collective dismissals

In the event of intended dismissal of a group of employees from an enterprise in the Republic of
Lithuania, employers must act in compliance with the provisions of the Labour Code and
Specification of the Procedure for Giving Notices of Intended Group Redundancies to the
Territorial Labour Exchange as approved by Resolution No 1032 of 14 October 2008 of the
Government (henceforth referred to as “the Resolution”).

In compliance with Article 129 § 1 of the LC an employer may terminate a non-term employment
contract with an employee only for valid reasons by giving him or her notice thereof in
accordance with the procedure established in Article 130 of the LC. An employer will be entitled
to terminate a fixed-term employment contract before the expiry thereof only in extraordinary
cases where the employee cannot, with his consent, be transferred to other work, or on payment
of the average wage to the employee for the remaining period of the employment contract or the
lower payment - but not less than one month’s average wage payment - in cases provided for in
the collective agreement1 (Article 129 § 5 of the LC). Article 129 § 2 defines in detail effective
grounds for dismissal: only circumstances related to the qualification, professional skills or
conduct of an employee will be recognised as valid. An employment contract may also be
terminated on economic or technical grounds, or because of restructuring of the workplace, as
well as for other similarly valid reasons. Usually reduction of a certain number of employees,
resulting in the application of collective dismissal proceedings, is related to economic or
technical circumstances or to restructuring of the enterprise, or similarly valid circumstances.

The afore-mentioned valid grounds, as stipulated in the LC, are explained in more detail in case
law. In accordance with case law, termination of an employment contract should be based on
economic necessity, for example a continuous decrease in turnover due to objective factors (e.g.,
appearance of a new competitor on the market, etc.). Normally, technical reasons as a basis for
termination of an employment contract should be understood as certain technical changes at the
workplace, implementation of which produces a result which renders one or several workers
unable to proceed with the job functions set out in the employment contract, either because
such functions or part thereof are no longer performed at the workplace (e.g., replacement of
manual work with automated lines, etc.) or because fewer workers are needed to perform such
functions (e.g. computerisation of the existing automated line, etc.). Where, following
modernisation of production or some other field of activities, there is a need for employees to
look after or operate the new technologies, and the existing employees lack the necessary skills
or are unable to do such work, employment contracts with such employees may be terminated
owing to the circumstances related to their qualifications. Restructuring of the workplace may be
considered a valid ground for the termination of employment contracts where such restructuring
produces a result that a worker is unable to proceed with his job functions as set out in the
employment contract, either because such functions or part thereof are not performed at the
workplace any longer, or because fewer workers are needed to perform the functions.
Restructuring of the workplace should be realistic, that is to say not only is a decision by an
appropriate body of management necessary, but also practical implementation of such a
decision.
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Threshold for collective dismissals

Article 1301 of the LC “Redundancy of a Group of Employees” stipulates that redundancy of a
group of employees will be deemed to include termination of employment contracts when the
employer plans, for economic or technical reasons, restructuring of the workplace or other
reasons unrelated to a particular employee, to make redundant within 30 calendar days:

� ten and more employees in an enterprise with up to 99 employees;

� over 10% of employees in an enterprise with 100 to 299 employees;

� 30 or more employees in an enterprise with 300 and more employees.

Intended dismissals of employees have to be be calculated within an uninterrupted period of 30
calendar days.

The Article further prescribes that an employer must notify in writing the territorial labour
exchange on the intended dismissal of employees under the procedure established by the
Government, after the process of consultation of employees’ representatives is completed, and
before notices of termination of employment contracts are served. Employment contracts cannot
be terminated in breach of the duty to notify the territorial labour exchange of the intended
dismissal or of the duty to consult with employees’ representatives.

Advance notice

Taking into account the legislative framework valid in Lithuania (Article 47 “Information and
Consultation”, Article 1301 “Redundancy of a Group of Employees” of the LC and the
Resolution), the following order of precedence should be observed in group redundancies:

1) Employer’s decision on changes in the enterprise.

2) Information and consultation of employees’ representatives.

3) Adoption of a decision on redundancy of a group of employees.

4) Notice to the territorial labour exchange on the indented redundancy of a group of
employees2.

5) Notices to individual employees.

6) Termination of employment contracts after expiry of the time-limit indicated in the notice.

When an employment contract is terminated on the initiative of an employer without any fault on
the part of an employee (Article 129 of the LC; as mentioned, this Article also applies in cases of
collective dismissals), the employer must give the employee written notice two months in
advance (Article 130 § 1 of the LC). Employees who will be entitled to the full old age pension in
not more than five years, persons under 18 years of age, disabled persons and employees raising
children under 14 years of age, must all be notified of dismissal from work at the latest four
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months in advance (Article 129 § 4 and Article 130 § 1 of the LC). Collective agreement,
applicable during the above-mentioned period of economic crisis, can provide for a 50% shorter
notice period.

Consultation with employees

Article 1301 of the LL stipulates that an employer must consult with employees’ representatives
active in the enterprise about the intended redundancy of a group of employees. Where there are
no employees’ representatives in the enterprise, information on the date of enforcement, the
reasons and the legal, economic and social consequences of the adopted decisions - as well as
the intended measures in respect of employees - must be forwarded by the employer directly to
the employees in advance, or else communicated at the general meeting of employees.

The legislation of the Republic of Lithuania does not define the terms for consultations between
employers and workers’ representatives, but as mentioned before such consultations must be
held prior to giving notice of the termination of employment contracts to the employees and also
prior to notice to the territorial labour exchange. In addition, Article 47 of the LC stipulates that
consultations on the information furnished by the employer and on the views of employees’
representatives should take place at such a time that the employees’ representatives have time
to meet competent decision-makers of the employer and obtain their motivated answers. One
may conclude that consultations should expire at least two months (and in some cases four
months) before dismissal of employees.

Issues to consult

In compliance with Article 47 §3 of the LC, information and consultation will include the
reasons for intended dismissals, the total number of employees and the number of employees to
be made redundant by categories, time-limits for termination of employment contracts, criteria
for selecting employees to be made redundant, the terms and conditions for terminating the
employment contracts, and other important information. Consultations should be aimed at
preventing redundancy of a group of employees or reducing their number or mitigating the
negative consequences of the redundancy. Consultations should seek a mutually acceptable
solution. Consultation outcomes have to be documented in minutes.

An employer may refuse in writing to disclose information which is considered a commercial
(production) secret or to consult with employees’ representatives when the information or
consultation would or could by its nature substantially undermine the enterprise or its activities
in accordance with objective criteria.

The criteria proposed for the selection of the workers to be made redundant

Article 135 of the LC enshrines the “right of priority” to retain the job in cases of redundancy.
According to this Article, in the event of reduction in the number of employees on economic or
technical grounds or following restructuring of the workplace, the right of priority to retain the
job will be enjoyed by those employees:
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1) who sustained an injury or contracted an occupational disease at that workplace;

2) who are raising children (adopted children) under 16 years of age alone or caring of other
family members recognised as having a severe or moderate disability or whose ability to
work is less than 55%, or family members who have reached the age entitling them to the
old age pension and have been recognised as having gross or moderate special needs in
the procedure prescribed by laws;

3) whose continuous length of service at that workplace is at least ten years, with the
exception of employees who have become entitled to the full old age pension or are in
receipt thereof;

4) who will be entitled to the old age pension in not more than three years’ time;

5) to whom such a right is granted in the collective agreement;

6) who are elected to the workers’ representative bodies.

The priority to retain the job in the cases specified in paragraphs 2–5 above will be exercised
only by such employees whose professional skills are no lower than those of other employees in
the same area of expertise employed at the same enterprise, agency or organisation.

Redundancy payments

When employment contracts are terminated under Article 129 of the LC, the dismissed
employee will be paid severance pay to the amount of his average monthly wage, taking into
account the continuous length of service of the employee concerned at that workplace: that is to
say from one month’s average wage (when the length of service is 12 months or less) up to six
months’ average monthly (when the length of service is over 240 months); however during the
period of the afore-mentioned economic crisis it is permitted under a separate law to provide
50% lower compensation in the collective agreement). However, when employment contracts
are terminated in the event of bankruptcy, employees receive severance pay to the amount of two
months’ average wages. If the enterprise lacks funds to settle accounts with the employees, the
administrator will apply to the Guarantee Fund (see above); in this case employees are entitled to
receive two months’ minimum wages only.
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2.5. Using support of the European Globalisation Adjustment
Fund

To respond adequately to the situation in the labour market and expand assistance opportunities
to redundant employees, the Lithuanian government has also taken other steps. In July 2009 a
draft of the government resolution “On the Approval of the Specification of Conditions and
Procedure of Using Support of the European Globalisation Adjustment Fund” was worked out
and submitted for consideration by various stakeholders. The Specification of Conditions and
Procedure of Using Support of the European Globalisation Adjustment Fund (further –
Specification) is expected to be considered by the GRL at the first session after the summer
vacation which is scheduled for 19 August 2009.

The Specification defines the conditions and procedures for using support from the European
Globalisation Adjustment Fund (EGF) that have so far been absent in Lithuania. EGF support is
used to help workers who lose their jobs as a result of the consequences of globalisation or the
global financial-economic crisis (“redundant workers”, “unemployed”) with the view to
supporting their reintegration into the labour market. The Specification provides that the
amounts funded from the EGF may not exceed 65% of the expenses earmarked for the
redundant workers (see the bullet-list below), while the remaining part should be co-funded from
the Employment Fund, State budget or other resources.

The Specification provides that EGF funds may be used for the following:

� implementation of active labour market policy measures (ALMPM) identified in the Law on
Support for Employment (LSE) of the Republic of Lithuania;

� provision of labour market services identified in the LSE;

� one-off employment allowances;

� reimbursement of the difference between the average wage in the last workplace and the
wage in a new workplace;

� reimbursement of job search costs;

� reimbursement of care services for a child (children) and disabled family members (child,
which may be adopted; spouse; father; mother);

� promoting entrepreneurship;

� reimbursement of qualification improvement costs.

The Specification defines the following conditions for using EGF funds:

� EGF funds will be used for the implementation of ALMPM set in the LSE as well as for the
provision of labour market services in compliance with valid procedures;

� a one-off employment allowance is designed to encourage people to find jobs
independently in the shortest possible period of time after dismissal; the allowance
totalling three months’ minimum wages (MW) will be payable to a redundant worker if he
becomes employed within two months under a non-term employment contract, or under a
fixed-term employment contract which will not be shorter than six months;
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� reimbursement of the difference between the average wage in the last workplace and the wage
in a new workplace is designed to encourage redundant workers to accept new jobs when the
wage offered in the new workplace is lower than the previously received average wage;

� reimbursement of job search costs is designed to create conditions that enable
unemployed people to look actively for jobs;

� the allowance to reimburse care services rendered to children and disabled family
members is aimed at encouraging unemployed people with children under 8 years of age or
caring for disabled family members to resume employment;

� the allowance for promoting entrepreneurship is aimed at creating conditions for
unemployed people to create jobs themselves;

� reimbursement of qualification improvement costs is designed to assist unemployed
university graduates to improve their qualifications and acquire new competences that
facilitate better anchoring in the labour market.

Additional conditions are set in respect of many of these allowances, the existence of which
enables unemployed people to claim the allowances. Likewise, the Specification provides that
EGF funds may be used for preparatory, management, information, publicity and control
activities relating to the use of the funds.

Under the extremely complex conditions of the Lithuanian labour market, the above-mentioned
Specification is expected to make the use of EGF funds easier and to encourage lodging of
applications to this fund for assistance which is now badly needed in the Lithuanian labour
market.

2.6. Actors involved in restructuring

The following are the main actors involved in the restructuring process as related to collective
dismissals:

� The employer/enterprise planning to dismiss a group of employees will give official notice
to this effect and take various measures to assist the dismissed employees in finding other
jobs.

� Labour exchanges implement active labour market measures applicable in case of
redundancies of groups of employees.

� The Labour Market Training Authority offers vocational guidance and refresher courses to
persons dismissed from work.

� Local authorities co-operate with local labour market establishments in order to mitigate
the consequences of group redundancies on the local economy.

� Trade unions help their members ensure non-violation of employees’ rights and their
participation in the planning and implementation of the mitigating measures through
social dialogue.
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� Employer organisations help their members to ensure fulfilment of the employer’s
obligations and their participation in the planning and implementation of the mitigating
measures through social dialogue.

� Employees to be dismissed need information as to what to do in such cases, where and
how to obtain assistance.

Employers are obliged:

� to notify in writing, as mentioned above, the territorial labour exchange of the intended
dismissal of employees under the procedure established by the Government, after the
process of consultation with employees’ representatives is complete, and before notices of
termination of employment contracts are served;

� to create conditions in the enterprise contributing to better implementation of the
measures designed to mitigate the consequences (to mitigate the consequences of
dismissals the employer may promote, on his own initiative, the activities initiated by the
territorial labour exchange and the local authority, for example by allowing employees to
participate in those activities during working hours; informing the territorial labour
exchange, local authority and trade unions as early as possible; assessing the requests and
qualifications of the employees to be dismissed to help ensure that proper action is taken;
contacting similar enterprises and colleagues in the region to inform them of the number
and qualifications of the employees to be dismissed; or advertising in a local newspaper to
give information on the number and qualifications of the employees to be dismissed);

� in certain cases, to participate in the activities of a redundancy working group.

Territorial labour exchange

The territorial labour exchange becomes formally involved in the redundancy of a group of
employees when it receives official notification from an enterprise that is going to dismiss a large
number of employees. In compliance with Lithuanian laws, the territorial labour exchange will
take the following steps in such situations:

� immediately check that the received notification fulfils the requirements specified in the
legislation, and if not, notify the employer, possibly leading to postponement of the dismissals;

� make an assessment of the impact on the local labour market and of the possibilities for
mitigating measures within 10 calendar days;

� if considered necessary, form a working group with representatives from employers, trade
unions, the municipality, and the local labour exchange, to plan the mitigating measures.

The territorial labour exchange can take additional action to mitigate the impact of redundancy
on a group of employees. Examples include meetings with the employer (if a working group has
not been formed) to discuss and coordinate mitigating measures; an information meeting for
employees focusing on the services provided by the labour exchange and the rights and duties of
both employed and unemployed; or establishment and operation of a “mini labour exchange”,
which is a temporary office preferably located at the enterprise where the redundancies are due.
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To achieve the best possible results the territorial labour exchange can collaborate with other
labour exchanges with experience of group redundancy situations; with the Labour Market
Training Authority regarding vocational guidance and re-skilling of the dismissed employees;
with other training institutions in the region; and with local or regional business centres that
provide assistance for setting up businesses.

Labour Market Training Authority

The Labour Market Training Authority takes part in cases of redundancy of groups of employees
when requested to do so by one of the other stakeholders, mostly by the territorial labour
exchanges. In most cases traditional services are requested such as organisation of refresher
courses and provision of vocational guidance services as well as psychological consultations.
However, the Labour Market Training Authority can also take action to mitigate the
consequences of group redundancies. Examples could be:

� participation in a meeting with the employer to explain the services the Training Authority
can offer;

� holding targeted training courses taking into account the skills of the dismissed employees
and the needs of the labour market;

� targeted vocational guidance.

Local Authority (Municipality)

The local authority becomes formally involved in the redundancy of a group of employees when it
receives official notification from an enterprise that is going to dismiss a large number of
employees. In compliance with Lithuanian laws, the local authority will take the following steps
in such situations:

� immediately check that the received notification fulfils the requirements specified in the
legislation and, if it does not, notify the employer (this should be coordinated with the
territorial labour exchange);

� if established by the territorial labour exchange, participate in a working group with
representatives from employer, trade unions, municipality, and local labour exchange, to
plan the mitigating measures; and

� consider how to contribute to redeployment of the dismissed employees.

The local authority can take additional action appropriate for mitigating the consequences of
group redundancies. Examples are:

� meetings with the employees at the enterprise, or participation in such a meeting arranged
by the territorial labour exchange, to give information on services provided by the local
authority;

� expansion of public works activities;

� promoting business establishment and self-employment.

45

Restructuring frameworks 2



The local authority can gain from collaboration with or obtaining assistance from a number of
other stakeholders, such as the Ministry of the Interior, Association of Municipalities, other
municipalities with similar group redundancy experience, territorial labour exchange, local or
regional business centres.

Trade unions

The trade union is formally involved in redundancy of a group of employees when it receives an
official notification from an enterprise that is going to dismiss a large number of employees. In
accordance to Lithuanian laws, the trade union must then:

� check that the notification given by the enterprise complies with the Lithuanian legislation
and notify the employer in case of non-compliance, forcing a postponement of the
notification period of dismissal;

� check that the notification is not in conflict with any collective agreements made with the
enterprise and notify the employer in case of conflict;

� confer with the enterprise to reduce the number of dismissals or to reduce the social
consequences of the dismissals;

� if established by the territorial labour exchange, participate in a working group with
representatives from employer, trade unions, municipality, and local territorial exchange
to plan the mitigating measures;

� take part in organising implementation of the mitigating measures.

The trade union can take additional action to mitigate the impact of group redundancies.
Examples include:

� meeting with the employer as soon as the redundancy of a group of employees is known,
and as soon as possible before official notification is received, to discuss the dismissal
process and measures aimed at avoiding dismissals or reducing the number of employees
to be made redundant, etc.;

� meeting with the employees at the enterprise to discuss the rights and duties of both the
employed and unemployed, how the trade union can assist the dismissed employees, etc.;

� analysis of the requests and qualifications of the employees to be dismissed;

� provision of vocational guidance and social consultations.

The trade union can gain from collaboration with or obtaining assistance from a number of other
stakeholders. These are the Lithuanian Labour Exchange, territorial labour exchanges, the
Labour Market Training Authority, labour market training and counselling service, other training
institutions in the region.
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Employer organisations

The employer organisation might through its regular contacts with its members be aware of
problems at certain enterprises that might lead to redundancies of groups of employees in the
near future or it might be contacted directly by such enterprises. Although the employer
organisation does not have any special obligations in group redundancy situations under
Lithuanian law, it can help its member enterprises in many ways in the event of group
redundancies, for example by helping employers fulfilling their obligations. Lithuanian laws do
not impose any special obligations on employer organisations, but these organisations can help
member enterprises fulfil their obligations.

The assistance the employer organisation can provide to the employer for mitigating the process
of redundancies of groups of employees can include presentation of the requests and
qualifications of the employees to be dismissed, and exploration of possible job openings at
other enterprises.

The employer organisation can gain from collaboration with or obtaining assistance from a
number of other stakeholders, including the Lithuanian Labour Exchange and territorial labour
exchange.

Employee

An employee is formally involved in a group redundancy situation when he or she, or his
representative, receives official notification. The representatives of the employees, especially in
the absence of a trade union at the enterprise, must first of all check that the notification given
by the enterprise complies with the Lithuanian legislation and notify the employer in case of
non-compliance, forcing postponement of the notification period of the dismissal.

Although employees facing redundancy will be provided with much assistance by the other
stakeholders, there are several ways of improving chances of redeployment by taking their own
action. Examples are:

� to assess whether the present skills and educational background are sufficient for getting
another job,  i.e., whether training is needed;

� to look for vacancies at the territorial labour exchange, in newspapers, through visits to
other enterprises or by asking family and friends;

� to register qualifications in a CV-database;

� to seek guidance from the Labour Market Training Authority;

� to consider the possibilities for self-employment.

Employees can gain from collaboration with or obtaining assistance from a number of other
stakeholders. These are the Lithuanian Labour Exchange; territorial labour exchange; Labour
Market Training Authority.
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2.7. The role of social dialogue

2.7.1. SHORT HISTORICAL OVERVIEW OF SOCIAL PARTNERSHIP IN LITHUANIA

The history of independent Lithuanian trade unions and employers’ organisations is relatively
short. Although trade union density during the Soviet period was very high (almost all employees
were union members), Lithuanian unions began to play a more substantial role in industrial
relations only after the reconstitution of an independent Lithuania. During the Soviet period, the
government was the only employer and independent employers’ organisations were established
only after 1990.

The formation of a new system of social partner organisations in Lithuania began at the
beginning of the 1990s. The first steps were difficult, as trade unions, collective labour relations
and involvement of employees in business management were regarded in some circles as
elements of the former socialist production-management system and thus unsuited to the
market economy. Unfortunately some of these attitudes remain unchanged today. Despite this
situation, some trade unions managed to survive and the basis of contemporary trade unionism
in Lithuania consists of 'old' trade unions that have been renovated to a large degree and adapted
to the present situation.

The establishment of employers’ organisations in Lithuania was primarily related to the wish of
employers to represent and defend their own business interests, with the government seen as the
key partner (as is still largely the case today). According to some commentators, the
development of bilateral relations between employers and employees indicates – with some
exceptions – that employers currently do not see employees as equal partners. However the
situation is to some extent different in large companies, especially those that are foreign- owned,
where 'western' investments have introduced different attitudes to relations between employers
and employees and social partnership. The situation is also different in State enterprises in
which strong trade unions have traditionally existed; examples include the education system, the
health care system, the railways, the post, and similar. Although the State as an employer might
be a more favourable partner for trade unions than private employers, in a majority of cases in
State-owned enterprises the State unfortunately only plays the role of a “third party” in collective
relations and avoids (or does not seek) becoming a full partner in bilateral negotiations and
taking on the role of an employer in negotiations.

2.7.2. LEGISLATIVE ENVIRONMENT OF INDUSTRIAL RELATIONS

The Labour Code of the Republic of Lithuania (which came into force on 1 January 2003)
establishes the legal grounds for social dialogue and industrial relations. The system itself
constitutes the Tripartite Council of the Republic of Lithuania and other tripartite commissions
and committees that were set up in accordance with procedures established by law or under
collective agreements3.
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The Labour Code also provides a more comprehensive and improved legislative framework for
different levels of social partnership – national, sectoral, regional and company - a right to
collective bargaining and its procedures, and other forms of social dialogue (right to information,
consultation and its application procedures, employees’ participation in enterprise
management), collective labour dispute resolution procedures. The Code stipulates the legal
status of social partners, and this status is further developed in separate laws on Trade Unions,
Associations, Work Councils, European Work Councils and so forth.

2.7.3. ROLE OF SOCIAL DIALOGUE IN RESTRUCTURING PROCESSES

It is quite difficult to give an unambiguous judgement on the role of social dialogue in the
management of restructuring processes in Lithuania. On the one hand it can be said that social
partner institutions are not strong enough in Lithuania and their role (particularly, as regards
sectoral and enterprise levels) lacks significance (in Lithuania, membership of trade unions is
one of the lowest in the EU; there are no sectoral agreements; social partner organisations lack
finances and human resources; etc.). However, in sectors and enterprises with strong trade
unions social dialogue plays quite an important role in enterprise restructuring processes.

The example below illustrates a pattern of cooperation between the administration and trade
union in the process of restructuring Danisco Sugar Këdainiai (DSK).

DSK’s decision to close their plant in Panevëþys in 2007 was followed by meetings and
consultations with enterprise-based and sectoral trade unions. At the meeting the trade unions
and the management of the company discussed the conditions of the dismissal, including
financial provisions, information to employees, pre- and post-dismissal social guarantees.
Similarly the schedule for employees’ dismissal was discussed along with issues relating to the
required severance pay and conditions relating to informing, re-skilling of and social assistance
to employees.

In addition representatives of the trade unions were informed of the company’s intentions to
establish a workers’ information group and a social fund for mitigation of the negative social
consequences of the dismissal. Particular conditions relating to the initiatives mentioned were
agreed with the trade unions.

Consultations with the company’s management and both sectoral and company-level trade
unions led to adoption of a number of worker-friendly decisions on issues such as favourable
severance pay, provision of information, re-skilling and social support mechanisms.

The company’s management and trade unions agreed to form an Information Group, which was
made up of representatives of the company’s administration and trade unions. This group aimed
“to ensure sound awareness of the employees on the processes in progress and actions related to
the intended closing of the Panevëþys factory”. The Group functioned during the “transitional”
period, that is November – December 2007. During this period group members held regular
meetings with the administration and received updated information on planned future measures
related to the restructuring process.

Similarly, the company’s administration held regular individual meetings with employees due for
dismissal. These meetings gave opportunities to each employee to speak about his or her future
plans and expectations, including requests relating to improvement of their qualification or
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re-skilling. Relevant qualification improvement or re-skilling costs, unless satisfied by the
Lithuanian Labour Exchange, would be covered by the DSK. According to the trade union
representatives, today about 60% of the dismissed employees have other jobs while some 20%
of them are unemployed for objective reasons (retirement or disability).

Management and trade unions further agreed to establish a company Social Fund. The council of
this Fund was formed on 21 November with three representatives from each of the
administration and trade union. The purpose of the Fund was to provide support aimed at
tackling the social problems of the dismissed employees. The council approved the Principles
for Granting Support and Charity to the Workers Dismissed from the DSK Panevëþys Factory. It
was agreed that workers dismissed from the Panevëþys factory as a result of termination of the
sugar production business (on the basis of mutual agreement of the parties or on the initiative of
the administration without any fault of the employee) would be entitled to such support unless
they had employment relations. The probable level of support was similarly agreed.

The council of the Social Fund of the DSK Panevëþys factory resolved that former employees
were normally entitled to apply for charity and support within a period of three years of their
dismissal from the Panevëþys factory, but only once for any given reason (possible reasons –
dismissed employees over 55 years of age not receiving old-age pensions, employees with
serious health problems, families or individuals with income less than LTL 500 (€145)/month
per person, employees with seriously ill family members, other problems (fire, etc.)

As a result of consultations between the company’s administration and trade unions, it was
agreed that employees will be paid the so-called 13th wage for the year 2007 (in accordance with
the valid company collective agreement). In addition the company paid its employees the
so-called loyalty bonuses to an amount of one month’s wage in 2007. It was also agreed to use
the mean 2008 wage (which increased as a result of the above-mentioned payments) as a basis
for the calculation of severance pay.

It was further agreed that the company, on its own initiative, would pay a 50% supplement to
severance pay due to employees by law; that is to say, employees entitled to severance pay
amounting to six months’ average monthly wages would in fact be paid nine months’ average
monthly wages as severance pay.

2.8. Current challenges and debates

As regards current and future challenges, it should be noted that, according to economic and
labour market forecasts, Lithuania has not yet reached the low point in the economic downturn.
Therefore wide-scale restructuring is forecast in Lithuania to be followed by mass redundancies.
This is also supported by a statistical survey of current business trends in Lithuania (for more
details see Chapter 3.1.1.). This survey produced projections of the number of employees for the
next 2-3 months and, according to the authors, employers still see their future prospects as
negative in all economic sectors – industry, construction, trade and services - and expect further
decreases in the number of employees in these sectors (see Chart 11).
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Chart 11: Projected balance of the number of employees in 2-3 months, 2008-2009 1st half

Source: Lithuanian Statistics

Negative values in the chart indicate that more employers expect a continued decrease in the
number of employees in the next few months. It is worth noting that, despite some improvement
in indicators during the period April – June 2009, the improvement still remains minuscule and
probably a short-term phenomenon. According to expert projections, the above-mentioned
indicators should continue their decline in the autumn. The first signs of the deterioration were
already evident in July’s performance when employers in the industry, trade and services sectors
forecast that they would dismiss more employees in the near future than was projected in June.

One more indication of the deteriorating situation is provided by a survey carried out by the LLE on
part-time employment (for more details see Chapter 3.1.1.). According to this survey, partial
employment was recorded in two companies out of 1,000 interviewed during the first quarter of 2008,
whereas in 2009 the corresponding number was ten (see Table 11).

Table 11: Findings of partial employment survey in 2008-2009

2008
1Q

2008
2Q

2008
3Q

2008
4Q

2009
1Q

2009
2Q

Number of interviewed companies 2,941 2,985 2,886 10,041 23,106 20,087

Companies where partial employment is present 5 6 17 94 254 167

Number of partially employed workers 99 129 1,364 2,118 6,259 4,801

Companies with partial employment per
1,000 interviewed companies

2 2 6 9 11 8

Partially employed workers per 1000
interviewed companies

33 43 473 211 271 239

Source: Lithuanian Labour Exchange
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The number of partially-employed persons, as identified during the survey, was also growing: in
the beginning of 2008 there were 30-40 partially employed persons per 1,000 interviewed
companies, while in the second half of 2008 and first half of 2009 this indicator fluctuated
around the 200-400 mark.

In the same way, in the context of redundancies of groups of workers (for more details see
Chapter 2.6.2.), partial employment has recently been recorded in the following sectors:
construction or associated activities (e.g., concrete production, road paving, etc.), wood and
furniture manufacturing, and the food industry. The main reasons for partial employment
include insufficient demand for products or services and financial problems (lack of turnover
funds, etc.).

Therefore, according to analytical forecasts and statistical data, no improvement in the situation
should be expected in Lithuania. On the contrary, it is prudent to anticipate the worst scenario,
and various measures are being worked out and implemented to tackle the situation. With a view
to assisting businesses and protecting jobs during the economic downturn, the Lithuanian
Government developed an Economy Stimulation Plan aimed at extending business funding
opportunities, increasing the energy efficiency of buildings and improving the business
environment. To survive during the financial and economic crisis, both private and public
enterprises are trying to cut working hours by offering their employees shorter working weeks or
urging them to take holiday leave. On 14 July the Parliament of the Republic of Lithuania (PRL)
adopted the Law Amending the Law on Support for Employment, providing more flexible
application of ALMPMs and conditions for involving a larger number of unemployed; helping
enterprises avoid irrational reductions in job numbers; promoting labour mobility and support for
self-employment and entrepreneurship; promoting development of subsidised jobs; creating
conditions for accelerated integration of the long-term unemployed into the labour market; and
strengthening cooperation with employers on formation and implementation of employment
support policies. On 23 July 2009 PRL adopted amendments to the Labour Code of the
Republic of Lithuania, partly liberalising employment relations and fostering development of
social dialogue. Without going into more detail, it seems to the authors probable that, despite
attempts to better respond to the existing situation, they are insufficiently expeditious; the
supposed effectiveness and accessibility of the projected measures must be in doubt given the
still prevalent numerous limitations in the labour market and an excessively bureaucratic
approach to many of the measures envisaged. Therefore it is reiterated that neither a recovery in
the national labour market nor any significant improvement in anticipation and management of
restructuring should be expected in the near future.

It should incidentally be noted that practical implementation of the aforesaid amendments to
the Labour Code, as well as other above-mentioned legislative provisions, arouse the greatest
concern in Lithuania. This was emphasised by most of the participants during a national seminar
held in Vilnius on 5 November 2009. Although it is widely agreed that the legal framework
governing anticipation and management of restructuring in Lithuania is quite sound, many valid
provisions remain unimplemented. The main reasons and, at the same time, future challenges
relate to the development of social dialogue and enhancement of initiatives by all parties
concerned, primarily employers and local authorities.
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3

3.1 Measures and tools for anticipating restructuring

3.1.1. FORECASTING INSTRUMENTS FOCUSING ON ECONOMICS AND
EMPLOYMENT

In Lithuania macroeconomic forecasts are produced by the Bank of Lithuania, Ministry of
Finance, Ministry of Social Security and Labour and other national banks. Similar forecasts are
also occasionally produced within the framework of various special projects. A problem which
the authors see as the main one in this area is the absence of sectoral (individual economic
sectors) economic forecasts in Lithuania. This badly impedes the process of forecasting
restructuring, employment or unemployment.

Forecasts of the numbers of the employed are periodically produced by the Ministry of Finance,
the Ministry of Social Security and Labour, and the Institute of Labour and Social Research;
national banks produce only general average numbers for the employed and the unemployed (or
unemployment rate).

According to the available data, a statistical business trend survey conducted by the Lithuanian
Statistics (LS) and the LLE forecasts could be attributed to the forecasts more or less reflecting
projections of the number of the employed.

Statistical business tendency survey

The statistical business trend survey, also known as the business opinion poll, is a survey of
company executives. The survey is based on the opinion of companies’ executives on past,
present and future changes in their economic activities. The statistical survey is geared to
short-term economic analysis and forecasts, including estimation of economic activity and
growth trends in the country, and trends in business activities. The statistical survey is
conducted in manufacturing, construction, trade and services sectors on a monthly basis.

The purpose of the survey is to estimate confidence indicators characterising changes and trends
in specific economic activities through interviews with company executives and collection of
statistical data and opinions on past or future economic changes in manufacturing,
construction, and the retail and service trades.

Companies are asked different questions about the present situation as well as about past and
future changes, according to the type of company activity.
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Past Present Future

Manufacturing

Production volume

Production demand

Competition

Demand

Production exports

Stock

Production capacity

Factors restricting
company’s activities

Production volume

Product prices

Number of employees

Production exports

Construction

Volume of construction
works

Financial situation

Customers’ delays in
payment

Orders for construction
works

Technical capacity

Factors restricting
company’s activities

Number of employees

Prices of construction
works

Orders for construction
works

Trade

Economic situation

Competition

Product turnover

Marketplace and storage
space

Economic situation

Stock

Factors restricting
company’s activities

Economic situation

Acquisition of products

Number of employees

Product prices

Services

Economic situation

Demand

Number of employees

Economic situation

Factors restricting
company’s activities

Demand

Number of employees

Service prices

The final output of the statistical survey is four confidence indicators (in the sectors of
manufacturing, construction, trade and services). Analysis and assessment of the dynamics of
changes in the aforementioned indicators can lead to preliminary conclusions as to the situation
in individual economic sectors. The results can be used to adjust the forecasts of economic and
employment developments.

A stable decrease in the indicators of the statistical business trend survey has been recorded in
Lithuania since the middle of 2007. Within the last year confidence indicators for Lithuania
dropped by 30-80 points in some sectors. In June 2009 the industrial confidence indicators was
-23%, the construction confidence indicator -72%, the trade confidence indicator -23%, and
the service confidence indicator -20%. This demonstrates that the most difficult labour market
situation is expected in the construction and related sectors.

Employment expectations for the next 2-3 months

Within the framework of the statistical business tendency survey the LS asks employers about
their expectations as to numbers of employees (in the next 2-3 months). The employers are
asked whether the number of employees (in the next 2-3 months) will:

� Increase

� Remain the same

� Decrease
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The balance of affirmative and negative answers produces an indicator reflecting employment
expectations in a certain sector (for example, according to July 2009 data, 2% of the respondent
employers plan to increase the number of their employees, 40% of them plan no changes in
employment and 58% of employers intend to reduce employee numbers; the final result is -56).
The results of the aforementioned survey make possible forecasts of development in certain
sectors in the near future. A more detailed analysis of the survey is presented in Chapter 3.1.1.

Employers’ survey conducted by the LLE

Forecasts of labour force employment have been produced by the LLE on an annual basis since
1995. The forecasts are based on the methodology worked out together with experts from the
Swedish National Labour Market Board.

The purpose of forecasting labour employment is to plan the activities of labour exchanges; to
seek to match labour supply and demand; and to assess the need for labour market vocational
training.

Working groups are formed in territorial labour exchanges for carrying out labour force
employment forecasts. The working groups consist of persons who regularly analyse the situation
in the labour market or work directly with employers, vocational training programmes, and so
forth.

The basis of labour force forecasts lies in interviews with employers conducted in territorial
labour exchanges in September-October each year. The forecasts are preceded by the analysis of
economic and demographic indicators which reveal general developments in the labour market.
A random method is used for selecting employers who are interviewed using a standardised
questionnaire containing questions about:

� the company (geographical location, form of ownership, types of activity, etc.);

� existing and forecast demand for company products/services (i.e. whether a decrease, no
change, an increase);

� investment expectations (whether the company plans to invest in development of its
products and services in the following year);

� the existing and forecast number of employees in the company;

� intended redundancies of employees by profession;

� intended employment of new workers by profession;

� existing and forecast problems relating to the shortage of employees;

� the need for vocational training of employees.

Based on the data obtained, territorial labour exchanges produce the next year’s labour force
employment forecasts and job opportunity barometer in the territories they service. The
Lithuanian Labour Exchange summarises the results received from the territorial labour
exchanges and in December produces the national forecast and job opportunity barometer. The
forecast encompasses much information, but major attention is paid to employer interview
information on employment, the proportion of unemployed in the total number of people of
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working age, and establishment and liquidation of jobs and professions. In addition, the forecast
presents quantitative projections of participants in labour market policy programmes for the next
year. Employment dynamics in economic sectors are forecast by type of economic activity
(agriculture, manufacturing, construction and services), profession, or group of professions. The
job opportunity barometer is a short-term (one-year) forecast of professions based on expert
analysis derived from an analysis of registered labour supply and demand and the labour force
employment forecast, as well as the employer interviews.

Although admitting to some imperfections in the aforementioned surveys and research, the
social partners have to recognise them as necessary as they make possible early identification of
future problems. The main problems here relate to wider application of survey and research
findings and their comparability and compatibility.

3.1.2. EARLY WARNING SYSTEMS

Early warning systems, as described in the LC and the Resolution, are presented above. This
section presents one more measure used in Lithuania to generate early projections of likely
redundancies of groups of employees, that is a part-time employment survey.

Part-time employment survey conducted by the LLE

Although the aforementioned redundancy procedure for a group of employees stipulates that the
employer should notify the territorial labour exchange of the intended redundancy not less than
two months in advance, the LLE, in order to detect probable problem areas in advance, carries
out a survey of part-time employment. The survey aims at identifying a share of companies with a
part-time employment policy and the share of such employees in the total number of the
company’s employees.

The basis of the part-time employment survey lies in employers’ interviews conducted by
territorial labour exchanges. From 3 to 20 thousand employers are interviewed on a quarterly
basis. They are asked about:

� the company (name, form of ownership, types of economic activity, number of employees);

� the number of part-time employees;

� the main reasons for part-time employment (insufficient product demand, lack of turnover
funds, financial problems - unavailability of credits, indebtedness, etc. - production
reorganisation, lack of raw materials, other reasons);

� anticipated redundancy of a group of employees (if the company intends to dismiss a
group of employees, the employer is asked about the number of employees to be made
redundant and the planned date of such redundancy);

� likelihood of bankruptcy.

In this case, part-time employment includes employees forced to take a part-time job or unpaid
leave, and employees in lay-offs.
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Data obtained during the interviews is used by TLEs in order to better prepare for likely
redundancies of groups of employees and is forwarded to the MSSL which uses the information
to improve the efficiency of the pursued employment and labour market policy.

3.1.3. TERRITORIAL STRATEGIES AND PLANNING

There are no territorial strategies or plans for economic revitalisation in Lithuania, but the Law
on Regional Development (LRD) is in place; this defines the purpose and objectives of the
national regional policy, measures for its implementation, and includes drafting and approval of
regional development planning documents. Lithuanian regional policy is described as target
activities for public authorities and other entities aimed at influencing social and economic
development of the country’s regions with the aim of reducing social and economic differences
between regions and developmental imbalances within them, as well as promoting balanced and
sustainable development throughout the country.

In the framework of implementation of national regional policy, there are drafted regional
development plans, initiatives to minimise regional social and economic differences, and
development programmes for problematic territories. A region usually covers the territory of one
county. Regional economies are developed, or their competitiveness is increased, based on
regional resources and prioritised development trends aimed at highlighting the comparative
advantages of each region. Unfortunately these plans and programmes usually encompass only
some pre-defined areas and have little to do with anticipating restructuring. For example,
programmes on development of certain problematic territories envisage measures related to the
creation of more favourable conditions using EU structural funds to support projects
implemented in such problem areas, and so forth.

According to Lithuanian legislation, the GRL may define a target regional policy implementation
territory as a problem territory exposed to specific social and economic difficulties. In this case,
a problem territory development programme will be drawn up – a document specifying social and
economic development measures designed for that part of the territory of the country subject to
development. However, no such territories have been defined in Lithuania, except for the
Ignalina Nuclear Power Plant (INPP) region, where decommissioning of the INPP is pending and
where implementation of the programme on mitigation of the social and economic
consequences of the decommissioning of the INPP is in progress (for more details on measures
in support of INPP employees, see below).

It is worth noting that social partners agree that a well-targeted regional policy is a necessary
precondition for successful implementation of the restructuring anticipation and management
process. However, this process also requires active effort on the part of local-level social partners
and local authorities.
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3.2 Measures and instruments of managing restructuring

Once an employer notifies the territorial labour exchange of the intended redundancy of a group
of employees (or when an employee dismissed as a result of employer’s restructuring applies to
the territorial labour exchange himself), the territorial labour exchange will be responsible for
management of the subsequent process. It can take additional measures suitable for mitigating
the impact of a mass lay-off situation, the following being examples: meeting with the employer
(if a working group has not been formed) to discuss and coordinate mitigating measures; an
information meeting for employees focusing on the services provided by the labour exchange and
the rights and duties of both employed and unemployed; and establishment and operation of a
mini labour exchange, which is a temporary office preferably located at the enterprise facing the
mass lay-off.

A brief description of key measures available for employees of enterprises undergoing
restructuring in Lithuania is presented below.

As with any other persons who have been or are being made redundant, employees of enterprises
undergoing restructuring are provided with the following labour market services:

� information services, consisting of employment support measures, labour market services
and vocational  guidance services;

� counselling services, consisting of general consultations, vocational guidance and
psychological counselling;

� mediation services in employment; and

� planning of individual employment activities.

3.2.1. ACTIVE LABOUR MARKET POLICY MEASURES

In response to the market situation, the PRL adopted a new version of the Law on Support for
Employment. In its earlier version the LSE, which came into effect during the period of economic
upturn in the country (on 1 August 2006), was designed for a labour market with prevailing low
unemployment rates and unlimited funding possibilities for active labour market policy
measures. The profound change in the situation in 2008 therefore brought about an urgent need
to adjust the legislative framework governing employment policies.

The new version of the law is better tailored to the current situation in the labour market
vis--à-vis the earlier version. The new version provides for ALMPM for employees who are or have
been:

1) employed in a company undergoing economic difficulties and earning less than usual
owing to shortened working hours in the company; or

2) served a redundancy notice and thus uncertain of future prospects; or

3) dismissed and are thus unemployed.
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The LSE provides the following opportunities to employees in the aforementioned three
categories:

� training (re-skilling or refreshing of existing qualifications) and improvement of work skills
in the workplace;

� self-employment, i.e. creating jobs for themselves;

� temporary work under employment contracts (job rotation, subsidised employment, public
works);

� financial assistance in cases of employment further from home.

Training and improvement of work skills in the workplace

Vocational training

Unemployed people and persons of working age who have been warned of pending dismissal are
eligible for vocational training organised and funded by the labour exchange. Trainees are paid
grants during the whole period of training. The grant amounts to 70% of the minimum wage4. It
is important to note that with effect from August 2009 people warned of pending dismissal are
provided with opportunities for flexible balancing of training and part-time work (shorter working
day or week). As a result, people warned of impending dismissal and who have lost a part of their
earnings owing to shortened working time, have an opportunity not only to change or improve
their qualifications at the State’s expense, but also make good the “financial gap”. This statutory
mechanism is designed to help people at risk of dismissal to retain jobs and also to provide
employers with suitably-qualified employees during reorganisation of production or
management.

Assisted acquisition of work skills

This measure was intended exclusively for the unemployed prior to adoption of the amendments
to the LSE. With effect from 1 August 2009, the list of beneficiaries eligible for this measure was
extended to include inter alia employees warned of impending dismissal. The novelty is expected
to be relevant for companies that are implementing - in order to adapt to changes -
multifunctional jobs as a result of changes in the nature of business activities, production
technologies or rationalised management. State-aided acquisition of work skills in the workplace
could be exercised by companies in two ways: first, companies could use their internal human
resources and organise in-service acquisition of new work skills for their employees and receive
supporting subsidies; second, companies could ask the labour exchange to create conditions for
the company’s employees warned of dismissal to acquire the missing skills in another company.

Companies would be paid State subsidies for organising acquisition of work skills (temporary
employment and training) based on the learning by doing principle. Employers who have
employed persons for acquiring professional skills directly in the workplace receive each month a
subsidy to compensate for the wage. The amount thereof is specified in the contract of
employment concluded with the employed person and is paid to that person, and the insurer's
compulsory state social insurance contributions is calculated from this wage. The amount of this
subsidy may not exceed the amount of two months’ minimum wages approved by the
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Government. It would amount to 50% of wage and compulsory state social security contribution
of the placed individual. However in cases of persons with limited working capability (under
25% or 30-40% of working capability), the amount of the subsidy could reach 75%, and 60% of
the wage and compulsory state social security contribution of the placed individual
correspondingly. The employer can also obtain partial compensation for expenses on
arrangements for acquisition of professional skills directly at the workplace (e.g. to cover extra
equipment and expenses of supervisor). Such compensation cannot exceed 20% of the total
amount of the subsidy. This measure is expected to help employees warned of impending
dismissal to avoid unemployment and retain their jobs.

Temporary employment under employment contracts

Job rotation

Job rotation is organised in cases when unemployed people are hired for temporary replacement
of permanent employees who are on special-purpose leave or in circumstances stipulated in
collective agreements. Special-purpose leave includes maternity leave, parental leave before the
child is three years of age, educational and sabbatical leave, leave for performance of official or
public duties, and unpaid leave. Collective agreements may set out different circumstances
under which job rotation can be used. Under the current conditions, job rotation could be used in
cases when a company, in order to adapt to changing business conditions, sends permanent
employees away to improve their qualifications and hires other persons on rotation for temporary
replacement of the permanent employees. Employers who employ jobless individuals through
job rotation would be paid a statutory reimbursement for each employed individual on a monthly
basis according to the time actually worked. In the light of rapid economic changes, this
measure could be useful both to employers and to jobseekers. Under conditions of increased
labour supply (increased number of jobseekers, changes in the structure of unemployment
involving increased numbers of skilled blue-collar and white-collar workers), job rotation would
enable employers to find suitable employees and the latter could find suitable jobs.

Public works

Public works are one of the most widespread active labour market policy measures implemented
in EU Member States. They relate to direct creation of jobs by the State, and are usually
established on a temporary basis and cover jobs that are useful for societies or local
communities. Usually unemployed people are hired for public works in order to maintain their
work skills and give them an opportunity to earn the income required for their daily necessities.

The new LSE extended the scope of public works and the list of people eligible for public works
as well as introducing supplementary funding sources. The main novelty lies in that the law
creates conditions to assist employees of companies undergoing economic difficulties (lay-offs,
poor product sales) to obtain temporary employment and recover some of the earnings lost due to
the company’s problems. Therefore, with effect from 1 August 2009 public works have been
available for unemployed people, for employees under notice of impending dismissal, and for
employees who are not due to be dismissed but for whom the employer cannot ensure a full-time
working day or week.

Public works would be organised for employees from enterprises, agencies, organisations or
other organisational structures, irrespective of their form of ownership, exposure to layoffs and
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part-time work. This measure is expected not only to contribute to maintenance or development
of the social infrastructure of the local community, but also, and most important, to preservation
of jobs in companies undergoing economic difficulties.

Employers who take on unemployed people sent by territorial labour exchanges or who are under
notice of dismissal and registered with the labour exchange, as well as their own workers under
employment contracts for carrying out public works, will receive reimbursement of wages from
the labour exchange for each employed individual.

Subsidised employment

Wage subsidies will be paid to employers who place unemployed people additionally supported
in the labour market. These include people with disabilities, long-term and senior unemployed
individuals, people with children or caring for sick family members, and other jobseekers. The
amount of wage subsidy will be greater, and its duration longer, for people having greatest
difficulty in finding jobs. Under the crisis conditions it is important that the size and duration of
the wage subsidy do not relate to employment under fixed-term or non-term employment
contracts, but rather depend on time actually worked. This creates more favourable conditions
for supporting temporary employment.

Financial support in case of employment farther from home

The new version of the LSE validates a completely new ALMPM – promoting the territorial
mobility of the unemployed. A mechanism is created to reimburse costs of travel to or from work
and accommodation for unemployed people who find jobs further from home when territorial
labour exchanges have no job offers suitable for such people close to their place of residence.
The mechanism will be applied in cases when unemployed people find jobs in enterprises,
agencies, organisations or other organisational structures remote from their place of residence.
The measure is believed to be very useful for qualified workers and professionals made
redundant as a result of the crisis, since their competences might be in demand in other regions
of the country.

Transport costs for formerly jobless people working further from home will be reimbursed by
labour exchanges. The compensation will be paid for three months when travel costs exceed
20% of a worker’s wage which is lower than two MW (LTL 1,600 or € 464). Accommodation
costs will be reimbursed if a person travels to work once per working week or less frequently.
Monthly compensation for these costs will not exceed one-half of the MW (LTL800 or € 232).

Support for job creation

The new version of the LSE defines several cases when, under crisis conditions and with the
number of created jobs being far fewer than the number of liquidated jobs, the State provides
considerable financial support (up to 40 MW or LTL 32,000 / €9,290 according to the measure)
to persons setting up new jobs for unemployed people. Creation of jobs will be subsidised when:

1) a workplace is created and adjusted for a disabled person (the lower the person’s capacity
for work, the bigger the subsidy);
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2) a job seeker creates a job for himself or other unemployed people;

3) jobs are created within the framework of local employment initiatives (LEI) projects5 and
involve non-term employment of jobless people.

It is worth noting that creation of jobs for persons to whom the consequences of redundancy are
mitigated from EGF funds is also subsidised with effect from 1 August 2009.

Furthermore, as in previous cases, although legislation provides relatively many measures for use
in cases of restructuring, practical application of such measures is quite complicated; these
measures are utilised by only a very small proportion of employees of enterprises undergoing
restructuring.

3.2.2. UNEMPLOYMENT SOCIAL INSURANCE BENEFIT

Like other unemployed persons registered with the territorial labour exchange (TLE), employees
dismissed from enterprises undergoing restructuring, and not offered suitable jobs or active
labour market policy measures by the TLE, are entitled to unemployment social insurance
benefit if they get registered with the TLE within 6 months of dismissal from work and: 1) prior to
registration at the TLE have acquired an unemployment insurance record not shorter than 18
months during the previous 36 months; 2) in accordance with the legal procedure are dismissed
from work through no fault of the employee, owing to circumstances beyond the employee’s
control or in the event of the employer’s bankruptcy.

The unemployment insurance benefit will be usually granted as from the eighth day following
registration with the TBL. If agreed by the parties, unemployed persons who on being dismissed
from work are paid severance pay or compensation will be granted unemployment insurance
benefit no earlier than the same number of months after termination of the employment contract
as the number of months for which the severance pay (to the amount of the average wage) or
compensation has been paid.

Unemployment insurance benefit will be paid not less frequently than once a month. The period
of payment of the unemployment insurance benefit will depend on the unemployment insurance
record of the unemployed person prior to the date of the registration with the TLE. In the event
that the unemployment insurance record is shorter than 25 years, the unemployment insurance
benefit will be paid for 6 months, if it is between 25 and 30 years the benefit will be paid for 7
months, if it is between 30 and 35 years the benefit will be paid for 8 months, and for if 35 years
or over the benefit will be paid for 9 months.

The unemployment insurance benefit will be calculated as the sum of the fixed and variable
parts. The fixed part of the unemployment insurance benefit will be equal to the amount of the
State-supported income valid in the month of payment (currently, LTL 350/€102). The variable
part of the unemployment insurance benefit will depend on the former insured income of the
unemployed person and the insured income for the current year established by the State. For the
first three months full unemployment benefit will be paid and for the remaining period of
payment the fixed part of the benefit and one half of the variable part of the benefit will be paid.
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4.1 Law on Additional Employment and Social Guarantees for the
Employees of the State Enterprise Ignalina Nuclear Power Plant

As already mentioned, under Lithuanian legislation the GRL may define a target regional policy
implementation territory as a problem territory exposed to specific social and economic
problems. In individual cases the GRL may adopt a special law, as was the case with the
restructuring in the Lithuanian nuclear power sector. When dismissal of employees was set out in
the INPP, the law on additional employment and social guarantees for the employees of the
State enterprise INPP (“the Law”) was passed to ensure safe and uninterrupted work of the INPP
pending the end of operations. This law establishes additional employment and social
guarantees for the employees of the INPP who are being or have been dismissed from work as a
result of decommissioning of Units 1 and 2 of the INPP, and also for their family members. The
Law is sought to mitigate the negative social consequences of the decommissioning and to retain
skilled personnel. It also provides for additional employment measures extending opportunities
for vocational training, creation of new jobs and placement therein of INPP employees being
dismissed. Furthermore the Law provides additional social guarantees: supplementary
severance pay, pre-retirement unemployment allowance, and relocation allowance. Below are
presented the measures provided for in the Law in greater detail. The Law was prepared by the
Ministry of Social Security and Labour and adopted by the PRL in 2003.

The Law provides that target programmes on employment, INPP regional development, use of
human resources, business promotion, and measures approved by the GRL, will be implemented
with a view to safeguarding employment guarantees for employees who are being or have been
dismissed from work.

4.1.1. SUPPORT FOR EMPLOYMENT OF EMPLOYEES WHO ARE BEING OR
HAVE BEEN DISMISSED FROM WORK

According to the Law an employee who is being or has been dismissed from work will have an
individual plan drawn up, providing employment measures and social guarantees (the procedure
for drawing up individual plans is established by the GRL or the institution authorised by it).

Former employees of the INPP who have been dismissed from work (and registered with the
territorial labour exchange within six months from the date of dismissal) join a group of persons
obtaining additional supported on the labour market. Application of the ALMPM to supporting
employment of such persons is defined by the Law on Support for Employment.

Likewise, the Law stipulates that where retraining and in-service training of the employees who
are being dismissed is provided at educational institutions during working hours for the INPP
decommissioning process, the employees will be granted educational leave. During the leave the
employee will be paid his average wage and be reimbursed his travelling expenses to the
educational institution. The employees will undergo retraining and in-service training in
accordance with individual plans for the INPP decommissioning process.
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For compensatory job creation intended for employment under the individual plans for
employees dismissed from work, the employers will be paid compensation to the amount of 24
minimum monthly wages for each job. First an amount equal to 12 MW will be transferred upon
conclusion of the employment contract; then, 12 months from the day of conclusion of the
employment contract an amount equal to 1 MW will be transferred every month during the period
of employment of the aforementioned dismissed employees. In addition, employees who are
being dismissed or have been dismissed from work will be provided with the possibility of
studying the Lithuanian language under tailor-made individual plans for a period of up to 12
months.

4.1.2. EMPLOYMENT GUARANTEES FOR UNEMPLOYED FAMILY MEMBERS

The Law stipulates that unemployed working-age family members of employees who are being or
have been dismissed from work will be eligible for additional support on the labour market,
provided they have been registered with the territorial labour exchange within six months from
the date of dismissal of the above-mentioned employees. Application of the ALMPM to support
employment of such persons is defined by the Law on Support for Employment. Where
unemployed (registered with the territorial labour exchange) working-age family members of
employees who are being or have been dismissed from work do not have a sufficient
unemployment insurance record to be eligible for unemployment insurance benefits,
unemployment social insurance benefits, in the amount of State-supported income, will be
granted and paid to them under the procedure laid down in the Law on Unemployment Social
Insurance.

On the decision of the INPP administration and on agreement of the said decision with the
founder, the spouses and children (adopted children) under 24 years of the employees being
dismissed or who have been dismissed from work, and who are studying at higher educational
establishments seeking to acquire professions necessary for safe operation of the INNP and for
carrying out the INPP decommissioning work, will be granted and paid an allowance. The list of
such professions, on agreement thereof with the founder, is approved by the INPP
administration.

4.1.3. SOCIAL GUARANTEES

Specific character of labour relations

On approval of technical INPP decommissioning plans, the INPP administration will annually
inform the INPP employees, announcing the list of employee positions and professions that may
be made redundant within the next 12 months. An employee who is being dismissed from work
will be given written notice ten months in advance.
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Insurance of the employees

The Law provides that the GRL or institutions authorised by it will insure the INPP employees
responsible for nuclear safety - whose qualifications and work are of special importance for
ensuring safe and uninterrupted operation of the INPP - through endowment life insurance for a
period of at least 5 years, the base sum insured amounting to the employees' 12-24 months’
average wages. The list of employees insured through such insurance will be approved by the
INPP administration on agreement thereof with the founder. The insurance payment will be
made to the employee. An employee who terminates an employment contract with the INPP on
his initiative according to Article 127 of the LC (termination of an employment contract
following notice from an employee) or the Article 136 (termination of an employment contract
without notice) will forfeit his right to insurance payment.

Granting supplementary severance pay

According to the Law, employees who are dismissed from work will be granted severance pay
under Article 140 of the LC and supplementary severance pay according to the procedure
established by the GRL or the institution authorised by it, taking into account the length of
uninterrupted service of the employee concerned at the INPP:

� length of service 5 to 10 years – to a total of 3 monthly average wages;

� length of service 10 to 15 years – to a total of 4 monthly average wages;

� length of service 15 to 20 years – to a total of 5 monthly average wages;

� length of service over 20 years - to a total of 6 monthly average wages.

If an employee who has been paid supplementary severance pay after having been dismissed
from work is later re-admitted to work at the INPP, he will not be granted supplementary
severance pay after subsequent dismissal from work.

Granting and payment of pre-retirement unemployment allowance

The Law provides that if the period of state social pension insurance of dismissed employees is
not less than 25 years and their length of uninterrupted service at the INPP is at least ten years,
the GRL or the institution authorised by it will grant them, according to the established
procedure, pre-retirement unemployment allowance payable until they reach retirement age,
provided that the period from the day of their dismissal from work until retirement age is not
more than five years.

The pre-retirement unemployment allowance is paid once a month. Its amount is calculated by
aggregating the constant sum amounting to 100% of state-supported income with the variable
sum amounting to 20% of the person's average monthly wage. The amount of the pre-retirement
unemployment allowance during a calendar month will not exceed 70% of the insured income of
the current year, valid for that month for which the allowance is paid.
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Relocation allowance

Under the Law dismissed employees who within three years of their dismissal from work at the
INPP decide to move their permanent residence to another locality in the Republic of Lithuania
or abroad will be reimbursed their actual relocation expenses in accordance with the procedure
established by the GRL or the institution authorised by it. The sum reimbursed will be not in
excess of 3 MW per family member.

4.1.4. FINANCING OF EMPLOYMENT AND SOCIAL GUARANTEES

According to the Law, the employment and social guarantees as well as the employment and
social programmes and projects laid down in the Law will be financed with the resources of the
INPP Decommissioning Fund, the Employment Fund, the State and municipal budgets of the
Republic of Lithuania, the funds of the EU institutions, international organisations, or other
sources.

4.1.5. IMPLEMENTATION OF THE LAW

The Law on Additional Employment and Social Guarantees for the Employees of the State
Enterprise INPP was put into effect in 2005. The NPP Regional Development Council, the
Regional Development Agency and Business Incubator as well as the Business Competence
Centre and other institutions with responsibilities for employment creation were established to
administer the processes in the region. Adoption of the Law was followed by working out of the
procedures for drawing up individual plans, and for payments of supplementary severance pay,
pre-retirement unemployment allowance and relocation allowance. A mini labour exchange was
established at the INPP in additional to formation of the Management Co-ordination Committee
and strengthening of competences of labour exchange staff in the region of the Ignalina NPP.

Within the framework of the Law, INPP’s employees under notice of dismissal regularly take part
in the measures organised by the labour exchange; individual plans are drawn up for such
employees along with the supplementary social and employment guarantees granted to them. In
the first quarter of 2009 750 employees under notice of dismissal participated in various
measures organised by the Ignalina Labour Exchange aimed at drawing up individual plans for
these employees; 307 employees dismissed from the INPP were provided with additional social
guarantees within the provisions of the Law. The Ignalina Labour Exchange held 121
information meetings; 148 individual plans were drawn up under which the dismissed
employees chose additional guarantees. In addition, monitoring of the INPP region was
implemented on an ongoing basis; individual and consulting groups were organised for
employers and jobseekers with a view to further integration of employees dismissed from the
INPP into the labour market.
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4.2. Case of Alytaus Tekstilë

In Lithuania, as in the whole European Union, the textile and clothing sector represents an
economic sector that has been most affected by the last decade’s fundamental structural
changes in global trade. The reduction of jobs in manufacturing of textiles and textile products
was mainly occasioned by a large increase in imports from Asian countries.

In contrast to other Member States, the textiles and textile products industry was relatively
speaking the largest in Lithuania. As the domestic market was small, nearly four-fifths of textile
products were manufactured for export. Geographically, export was mainly confined to the
Member States which accounted for some 90% of the country’s aggregate exports. It was mainly
in the EU internal market that Lithuanian manufacturers (including Alytaus Tekstilë, the sole
manufacturer of cotton in Lithuania) faced the sharpest competition from Asian manufacturers
offering cheap products.

The rapid decline in demand for the company’s products on the EU internal market resulted in
loss-making operations, a gradual reduction of the number of jobs and employees from 2003,
and the eventual bankruptcy in 2007, followed by dismissal of the remaining 1,089 employees
of the company (see Table 12).

Table 12: Reduction in the number of employees at Alytaus Tekstilë in 1995-2007

1995 year – 4084 employees

2003 year – 2458 employees

2005 year – 1985 employees

2006 year – 1620 employees

January 2007 – 1388 employees

August 2007 – 1126 employees

Source: LLE

The bankruptcy of Alytaus Tekstilë (further – AT) caused severe social consequences in the
Alytus town municipality where the company was operating and where many textiles and clothing
sector employees were concentrated.
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Most of the dismissed employees of the company were senior women (36% of the total) with
skills not needed on the local labour market and nearly twenty years of work experience within
the company. In many cases several family members had been employed by the company.

The AT’s bankruptcy led to a 0.9 per cent unemployment increase in Alytus town (as compared
to an unemployment decrease of 0.4 percentage points in Lithuania as a whole) on 1 December
2007. Women’s unemployment grew by 1.3% and the proportion of their number in the
unemployment total increased by 7 percentage points.

On 8 May 2008 the Ministry of Social Security and Labour filed an application to the European
Commission for assistance from the EGF. The European Commission approved the project aimed
at mitigating the consequences of AT’s bankruptcy. It was the first and only Lithuanian project
implemented so far with assistance from the European Globalisation Adjustment Fund. It was
also the first experience in administering EGF funds.

The aim of the project was to improve the skills of workers made redundant from Alytus Tekstilë
and to help them integrate into the labour market. The project started on 7 November 2007 and
ended on 8 May 2009. Its estimated total cost was LTL 2,064.8 thousand, including a 50%
contribution from the EGF; the rest of the project was co-funded by the Lithuanian Employment
Fund. Project activities included the following active labour market measures for employees
made redundant from AT during the period of project implementation:

� assistance to jobseekers – 619 redundant workers were provided with employment
mediation, information and counselling services;

� training and retraining (re-skilling) – 162 redundant workers were able to participate in
vocational training programmes and they acquired new professions;

� outplacement assistance through supported employment measures was provided for 189
persons (92 persons were placed using subsidised employment measures, 37 through
supported acquisition of skills, and 60 through the public works measure);

� promotion of entrepreneurship (informal education, introductory business courses); 66
persons were able to participate in entrepreneurship training within the period of project
implementation.
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Chart 12: Participation of the former employees of JS Venture Alytaus Tekstilë in the
ALMPM within the project

Source: Lithuanian Labour Exchange

Assistance to jobseekers

Each project participant (former AT employee) was granted individual consultations by the staff
members of the Alytus Labour Exchange, involving, where necessary, motivation to seek
retraining or acquire another profession, to look for a job, and to participate in active labour
market policy measures. Individual placement plans were drawn up for all project participants.
The plans set forth interim and final objectives of integration into the labour market, and
contained a package of professional career measures and targeted and consistent steps to attain
the set objective. All members of the target group were granted and paid unemployment
insurance benefits.

Employment motivation improvement programmes, information and job search development
programmes, and vocational decision-making skills training, were all provided under individual
training programmes tailored to the personal interests and problems of unemployed people.
During the period of the above-mentioned training, 199 former employees of AT were
encouraged to increase their activity in job search, and were trained in effective job-search
methods and labour market rules. The participants acquired information and job-search skills,
and improved their motivation to retrain and get employed. The training was carried out by
professionals from the Alytus Labour Exchange.

The unemployed people in the target group were also provided with employment mediation
services involving discussion of employment opportunities, selection of the most effective
job-search forms and methods, information on available job vacancies, assistance in preparing
CVs, and in preparing for interviews with employers. They were trained in IT and Internet skills
for seeking jobs not only in Lithuania but also in other Member States. SMS messages were sent
by the labour exchange on newly registered job vacancies that met the occupational
qualifications of the unemployed. On request, information on jobseekers was placed on the
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website of the Lithuanian Labour Exchange, in the “jobseekers” section. 35 job fairs were
organised during the period of project implementation; they were attended by some 290 former
employees of AT.

Assistance to jobseekers was provided to all 619 employees dismissed from AT as a result of its
bankruptcy and registered with the Alytus Labour Exchange.

The costs of assistance to jobseekers totalled LTL 125,410 or €36,321.

Training and retraining

Some of the former AT employees had textile-related professions that were not highly regarded
on local and national labour markets. This impeded their integration into the labour market. In
order to improve employment opportunities for the job-losers, the Alytus Labour Exchange
offered them assistance in the form of qualification improvement or re-skilling (retraining)
programmes. The Alytus Labour Exchange and Alytus Labour Market and Training Authority
consulted former AT employees on their suitability for one programme or another, and carried
out diagnostic vocational training and job-search level assessment.

Training and retraining was organised taking account of the individual needs of the unemployed,
of demand for labour and of the general situation on the labour market.

161 former AT employees attended vocational training programmes held during the project
implementation for sales assistants, cash-keepers/salesmen, cooks/confectioners, accountants,
hair dressers, sewers, painters, joiners/wood processing machine operators, carpenters,
plasterers/painters, manicurists, ceramic tile layers, power and lighting system electrical
technicians. Participants in the vocational training programme acquired the necessary
theoretical knowledge and practical skills though hands-on experience. In addition, the
participants in this measure improved their professional competences through attending basic
computer courses.

The vocational training was completed by 158 members of the target group who acquired
professions tailored to fit the needs of the labour market. The costs attributable to the
programme totalled LTL 456,286 or €132,150.

Outplacement assistance

Members of the target group who had been registered with the labour exchange and faced
employment-related difficulties were provided with supported employment measures laid down
in the Lithuanian Law on Support for Employment. Subsidised employment, assisted acquisition
of work skills and public works measures were organised to support employment of workers
dismissed from AT.

Organisational costs for the supported employment measures totalled LTL 581,783 or
€168,496.
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Subsidised employment

Former AT employees needing additional supported on the labour market (disabled individuals,
persons of workable age over 50, persons with children under 8 years of age and other
individuals needed special support on the labour market) were offered the subsidised
employment measure. The measure enabled participants to refresh or improve their work skills
and ensured employment for 92 members of the target group.

Employers who took on unemployed members of the target group were paid wage subsidies not
exceeding the minimum monthly wage approved by the Government.

Supported acquisition of work skills

Former employees of AT who completed vocational training courses and resumed their career in
accordance with newly-acquired professions were offered assistance under the measure relating
to supported acquisition of work skills. The measure contributed to better assimilation of
knowledge and acquisition of work skills in a new workplace. 37 former employees of AT were
placed through this measure.

Employers involved in the organisation of this measure were paid subsidies (to a total not
exceeding the minimum monthly wage approved by the Government) on a monthly basis for each
employed individual. In addition the costs of the organisation of in-service acquisition of work
skills were also reimbursed.

Public works

Public works were organised to assist better integration of the employees dismissed from AT into
the labour market and to create conditions for them to earn the income needed for their
necessary subsistence. Public works were organised by the labour exchange in co-operation with
municipal authorities for carrying out work useful to society. 60 members of the target groups
were covered by this temporary employment measure, including nine who participated in the
measure more than once.

Employers who placed the members of the target group for the performance of public works were
reimbursed one-half of the minimum monthly wage, compulsory social security contribution and
payment for unused leave in respect of each employed individual.

Promotion of entrepreneurship

Former AT employees were given training aimed at promoting their own businesses and providing
them with the knowledge and skills needed both for independent economic activities and for
effective handling of household resources under market economy conditions. The trainees were
provided with relevant basic knowledge of the market economy, and they also acquired the
knowledge required for the registration of an enterprise or individual activities, for use of State
aid and incentives for setting up business, as well as on the tax environment and duties. In
addition they learned how to handle financial resources and became familiar with various saving,
investment and insurance instruments.
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An informal introduction to business principles was given to 66 unemployed people from the
target group, 16 more than planned in the application. 12 former employees of AT set up their
own businesses under licence.

Entrepreneurship promotion costs totalled LTL 49,500 or €14,336.

Job-search benefits

In compliance with the Law on Support for Employment of the Republic of Lithuania, all
target-group members actively searching for jobs will be paid unemployment insurance benefits
by the labour exchange. The size and duration of the unemployment insurance benefit will
depend on the insured income and unemployment insurance record of the unemployed person
acquired prior to the date of registration at the local labour exchange.

Unemployment insurance benefits were paid to 285 former AT employees who participated in
the training programmes (vocational training, promotion of entrepreneurship, increased
employment motivation, training in job-search skills, and vocational decision-making training
programmes).

Former AT employees who participated in the training programmes were paid LTL 209,871 or
€60,783 within the framework of the project.

Training allowances

All members of the target group participating in vocational training programmes and
entrepreneurship promotion courses were paid grants by the labour exchange for days actually
attended as prescribed by the Lithuanian Law on Support for Employment. The grants were paid
to 203 former AT employees participating in the vocational training and entrepreneurship
promotion programmes. The cost of the grant payments totalled LTL 537,247 or €155,597.

To summarise the material above, we can say that the processes observed in Lithuania
(extremely rapid and steep fall in GDP, increasing number of bankrupt companies and growing
unemployment rates as well as shortage of turnover funds and growing debts of companies as a
result thereof) will only get worse in the nearest future.

In such a situation, well-targeted policy formation and implementation in the anticipation and
management of restructuring is not only a must but also an inevitable measure in order to
mitigate the ensuing negative economic and social consequences.

While assessing the currently existing measures and tools for anticipating, preparing and
managing restructuring in Lithuania, it’s worth noting that the existing policy is insufficiently
complex and well-targeted, consisting of a number of individual policies and measures that
should have been better attuned and coordinated in order to achieve better efficiency thereof.

To address some of the shortcoming of the situation, it is worth noting the absence of sectoral
economic forecasts in Lithuania as well, making it actually impossible to generate employment
forecasts in individual economic sectors.
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The 3 methods used in Lithuania to project employment trends (business tendency survey
(including the number of employed) by Statistics Lithuania, forecasts of the number of
employees and part-time survey by the LLE) are actually based on employers’ interviews only and
are of quite a short-term nature. Moreover, and this is very important, the results of the
mentioned surveys should be used more efficiently in pursuing economic and social policy.

In the nearest future already the role of regional authorities and social partners in anticipating
and preparing for restructuring should increase. Both social partners and regional/national
authorities usually get involved in the process of restructuring management only after a decision
on redundancy of a group of workers is already adopted. In such a situation, enterprises
undergoing economic or financial difficulties could hardly receive any assistance or support; the
currently valid opportunities for postponing some debts to the State budget should also be more
solid.

As social partner institutions do not have adequate capabilities for assisting enterprises found in
a difficult situation or foreseeing likely problems in certain regions or sectors, public authorities
of various levels should assume greater responsibilities in this area. Targeted regional policy
encompassing, inter alia, the processes of anticipation and management of restructuring, should
be elaborated in Lithuania as well.

The recently adopted new version of the Law on Support for Employment provides for certain
measures aimed at assisting employees in enterprises facing economic difficulties.
Effectiveness and practical applicability of these measures could substantially contribute to a
better situation. To achieve this, however, transparent, effective and easy-to-implement
mechanisms should be in place. An important role in this context might as well be vested upon
the social partners, who are best aware of the practical aspects of tackling the problem.

In general, we can say that it is necessary to form a target policy of anticipation and management
of restructuring, to create instruments required for this purpose encompassing surveys of likely
changes, training of employees with required qualifications, investment attracting and regional
job creation process in Lithuania. Analysis of foreign experience in this area would be very
useful, because there are no traditions of managing restructuring processes in Lithuania.
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To summarise the material above, it can be said that the processes observed in Lithuania (an
extremely rapid and steep fall in GDP, an increasing number of bankrupt companies, and
growing unemployment rates as well as shortage of turnover funds and growing company debts in
consequence) will only get worse in the short term.

In such a situation, well-targeted policy formation and implementation in anticipation and
management of restructuring is not only essential but also an inevitable measure for mitigating
the ensuing negative economic and social consequences.

While assessing the currently existing measures and tools for anticipating, preparing and
managing restructuring in Lithuania, it is worth noting that the existing policy is insufficiently
integrated and well-targeted, consisting instead of a number of disconnected policies and
measures that should have been better attuned and coordinated to achieve higher efficiency.

To address some of the shortcoming of the situation, it is also worth noting the absence of
sectoral economic forecasts in Lithuania, making it impossible to generate employment
forecasts in individual economic sectors.

The three methods used in Lithuania to project employment trends (business tendency survey
(including the number of employed) by Statistics Lithuania, forecasts of the number of
employees, and the part-time survey by the LLE), although sufficiently informative, are not
subject to comparison with each other; it is essential that the results of the surveys are used
more efficiently in pursuing economic and social policy.

In the immediate future the role of regional authorities and social partners in anticipating and
preparing for restructuring needs to increase. Both social partners and regional and national
authorities usually become involved in the process of restructuring management only after a
decision on redundancy of a group of workers has already been adopted. In such a situation,
enterprises undergoing economic or financial difficulties could hardly receive any assistance or
support; moreover the current opportunities for postponing some debts to the State budget
should also be strengthened.

As social partner institutions do not have adequate capabilities for assisting enterprises in
difficulties or anticipating likely problems in certain regions or sectors, public authorities at
various levels need to assume greater responsibilities in this area. Targeted regional policy
encompassing inter alia the processes of anticipation and management of restructuring should
also be strengthened.

The recently-adopted new version of the Law on Support for Employment provides for certain
measures aimed at assisting employees in enterprises facing economic difficulties. The
effectiveness and practical applicability of these measures could substantially improve matters.
To achieve this, however, transparent, effective and easy-to-implement mechanisms need to be
in place. An important role in this context might also be vested in the social partners, who are
best aware of the practical aspects of tackling the problems.

In general it can be said that it is necessary to draw up a target policy on anticipation and
management of restructuring, and to create instruments in Lithuania for this purpose
encompassing surveys of likely changes, training of employees with required qualifications,
attraction of investment, and regional job creation. Analysis of foreign experience in this area

75

Evaluation of existing measures and
future perspectives 5



would be very useful, because there is no tradition of managing restructuring processes in
Lithuania.

On the other hand it can be acknowledged that the existing legislative base in the country
relating to certain aspects of anticipation and management of restructuring is quite sound, but
its practical implementation on the ground requires further improvement. The main precondition
for such changes is development of social partnership and enhanced activities of social partners
at local level. Case analysis and social partners’ experience provides evidence that the
currently-available resources and measures are quite sufficient for achieving good results
provided that all parties concerned act in concert and pursue common goals.

76

National Restructuring Seminars – Lithuania
Anticipating and Managing Restructuring



Bibliography

1. Bivainis J., Jakštas V., Kubilis S. Commentary of the Law on Enterprise Restructuring of
the Republic of Lithuania. Bussiness and Commercial Law. Vilnius: Auditas, 2002.

2. Bivainis J., Rasteniene A., Tamosiunas A. Aspects of enterprise restructuring. Engineering
Economy No 4 (30). Kaunas: Technologija, 2002.

3. Bivainis J., Tamosiunas A. Strategic solutions for enterprise restructuring. International
Journal of Strategic Property Management. Volume 8, No 1, Vilnius: Technika, 2004.

4. Blaziene I. Case study of the restructuring process. European Restructuring Monitor,
2008.

5. Blaziene I. Employment impact of the relocation of production and other activities by
enterprises. Case of Lithuania. European Restructuring Monitor, 2007.

6. Blaziene I. Multinational companies and collective bargaining. European Industrial
Relations Observatory, 2009.

7. Blaziene I. Perceptions of the employment impact of globalization. Case of Lithuania.
European Restructuring Monitor, 2007.

8. Blaziene I. The location of job creation and job destruction in multinational companies
across the EU. Case of Lithuania. European Restructuring Monitor, 2008.

9. Blaziene I., Jusaite V. The consequences of mergers and acquisitions for companies and
employees. European Restructuring Monitor, 2008.

10. Civil Code of the Republic of Lithuania No VIII-1864 (18 07 2000). Official Gazette
2000, No 74-2262.

11. Commission Communication: Restructuring and employment. Anticipating and
accompanying restructuring in order to develop employment: the role of the European
Union. Brussels, 31.03.2005. COM(2005).

12. Grigaravièius S. Reorganisation and choice of alternetives for insolvent enterprises.
Organisational Management, No 23, Kaunas: VDU, 2002.

13. Jankauskas R., Jasiukeviciute T., Pajarskiene B., Stanislavoviene J. Restructuring and
health outcomes. Public health 2(45). Vilnius: Institute of Higiene, 2009.

14. Juchno N., Tvaronaviciene M. Enterprise bankruptcies in Lithuania: research on
dependence upon macroeconomic factors. Bussiness: theory and practice, Volume 5, No.
2. Vilnius: Vilnius Gediminas Technical University, 2004.

15. Jušèius V. Concept and content of enterprise restructuring // Economics and Management.
Kaunas: Technologija, 2002.

16. Jušèius V. Concept of enterprise restructuring and problems of evaluation. Organisational
Management, No 20. Kaunas: VDU, 2001.

17. Law on Additional Employment and Social Guarantees for the Employees of the State
Enterprise Ignalina Nuclear Power Plant of the Republic of Lithuania No IX-1541 (29 04
2003). Official Gazette 2003, No 48-2106

77

Bibliography



18. Law on Enterprise Bankruptcy. No IX-216 (20 03 2001). Official Gazette, 2001, No
31-1010.

19. Law on Guarantee Fund of the Republic of Lithuania. No VIII-1926 (12 09 2000). Official
Gazette 2000, No 82-2478

20. Law on Regional Development of the Republic of Lithuania No VIII-1889 (20 07 2000).
Official Gazette 2000, No 66-1987

21. Law on Restructuring of Enterprises of the Republic of Lithuania No IX-218 (20 03
2001). Official Gazette, 2001, No 31-1012.

22. Law on Support for Employment of the Republic of Lithuania No X-694 (15 06 2006).
Official Gazette, 2006, No 73-2762.

23. Lukasevicius R., Blaziene I. Legal framework for restructuring. European Restructuring
Monitor, 2006.

24. Mandl I., Salvatore L. Tackling the recession: Employment-related public initiatives in the
EU Member States and Norway. European Monitoring Centre on Change, 2009.

25. Morley J. Employment impact of relocation of multinational companies across the EU.
European Monitoring Centre on Change, 2009.

26. Morley J., Ward T. Good practice in company restructuring. European Monitoring Centre
on Change, 2009.

27. Resolution of the Government of the Republic of Lithuania No 685 “On the establishment
of the Guarantee Fund“ (07 06 2001), Official Gazette, 2001, No 50-1753.

28. Resolution of the Government of the Republic of Lithuania No 685 “Specification of the
Procedure for Giving Notices of Intended Group Redundancies to the Territorial Labour
Exchange“ (14 10 2008). Official Gazette, 2008 No 121-4609

29. Restructuring in Europe 2008: Anticipating employment change. MEMO/08/793.
Brussels, 2008.

30. Storrie D. Restructuring and employment in the EU: Concepts, measurement and
evidence. European Restructuring Monitor, European Monitoring Centre on Change.
Luxembourg: Office for Official Publications of the European Communities, 2006

31. Stoskus S., Berzinskiene D., Virbickaite R. Theoretical and Practical Decisions of
Bankruptcy as one of Dynamic Alternatives in Company‘s Performance. Engineering
Economics. No 2 (52). Kaunas: KTU, 2007.

32. Vaisviliene V., Blaziene I. Actors in Restructuring. European Restructuring Monitor, 2006.

33. Vaisviliene V., Blaziene I. Individual measures in restructuring. European Restructuring
Monitor, 2006.

34. Vaisviliene V., Blaziene I. Job creation measures in restructuring. European Restructuring
Monitor, 2006.

35. Ward T., Morley J. The employment impact of relocation within the EU. European
Monitoring Centre on Change, 2009.

36. Zabarauskaite R., Blaziene I. Addressing recession in Lithuania. European Restructuring
Monitor, 2009.

78

National Restructuring Seminars – Lithuania
Anticipating and Managing Restructuring



37. Zabarauskaite R., Blaziene I. Bankruptcy cases in Lithuania. European Restructuring
Monitor, 2009.

38. http://www.bankrotodep.lt (Department of Enterprise Bankruptcy Management)

39. http://www.ldb.lt (Lithuanian Labour Exchange)

40. http://www.ldrmt.lt (Lithuanian Labour Market Training Authority)

41. http://www.lrs.lt (Lithuanian Parliament)

42. http://www.lrtt.lt (Tripartite Council of the Republic of Lithuania)

43. http://www.registrucentras.lt (Centre of Registers)

44. http://www.smm.lt (Ministry of Education and Science)

45. http://www.socmin.lt (Ministry of Labour and Social Security)

46. http://www.stat.gov.lt (Lithuanian Statistics)

47. http://www.tpa.lt (Ministry of Economy)

48. http://www.vdi.lt (National Labour Inspection)

79


