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1. Strategic analysis of the current situation and trends

1.1. Current situation and trends

General overview of Lithuania
With the population of approximately 3.5 million, Lithuania, after the restoration of independence in 1991, underwent a rapid socio-economic and political transformation. The democratic Lithuania has currently created a functioning market economy that serves as a foundation of the stable economic development. Upon becoming the member of the European Union (hereinafter referred to as the EU) in 2004, Lithuania has been making an active use of the benefits of belonging to the Common Market of the EU and the EU public policy. Lithuania’s membership in NATO and the EU ensures the economic and political stability as well as adds up more possibilities for development. Moreover, the membership in the European Monetary Union and accession to the Schengen area will also make a positive influence on Lithuania. These factors are expected to have a favourable effect on the development of the Lithuanian economy in improving the image of Lithuania, stimulating the growth of import and incoming tourism. Finally, a solid assistance from the EU structural funds constitutes a great possibility for the development of Lithuanian economy. 

It is noteworthy that Lithuania has taken an active role in the interregional cooperation and has maintained considerably good relations with the neighbouring countries in the East and the West, which might trigger a favourable influence on the development of Lithuania’s economy. Besides, the historically developed relations with Russia and other Commonwealth countries and a favourable geographical situation rendered Lithuania a significant bridge between the Western and Eastern markets. Lithuania’s location is extremely favourable geographically wise: the country is located in the heart of the Central Europe. In addition, Lithuania is a maritime country with a non-freezing port of Klaipėda. 

Lithuania cannot boast of abundant natural resources, which makes the country tightly dependable on the raw material supply from the East. However, poor natural resources stimulate the mobilization of other resources – human resources, first and foremost – that are more promising these days in terms of the long-term economic development. Moreover, Lithuania possesses an attractive nature and landscape, a rich historical and cultural heritage, the living ethno-cultural traditions, historical and cultural relations with other countries, professional art. It is worthwhile mentioning that many of the heritage objects are in a very poor condition; therefore, the use of their potential is confined to the minimum. 

General situation of the lithuanian economy
Quite a short period has elapsed since the restoration of Lithuania’s independence; however, fundamental changes have already taken place in the national economy. The restoration of Lithuania’s independence was followed by a considerably heavy recession in economy, hyperinflation and high unemployment. Later on, the recovering Lithuanian economy was aggravated by the negative influence of the economic crisis in Russia. It was since 2002 that the new trends have emerged in the national economy such as a rapid growth in domestic consumption, decrease of unemployment rate, increase in the cost of labour and even structural shortage of labour (recently, in particular). In 2003, sustainable development of domestic demand and export as well as a borrowing boom placed Lithuania among European leaders in terms of the gross domestic product (GDP) growth and decreasing unemployment rates.
Lithuania’s economy is open with internal market being rather small, thus, the development of the national economy depends mostly on the volume of export. Lithuania has been actively participating in the international market: exports account for almost one- half of the GDP and is diversified both by commodities and services as well as regions. The biggest share of exports in 2005, just like in several recent years, was made up of refined oil products (27.2 per cent), foodstuff and agricultural products (13.0 per cent), wood, wood and paper products, furniture (10.9 per cent), textile articles, clothing and fur sewing, leather and leather industry production (9.5 per cent). Lithuania’s exports to the EU and other Western markets grew rapidly: commodity exports to all the other EU Member States currently account for the two thirds of the total Lithuanian exports. The growth of exports in the recent years has been predetermined by the newly opened EU markets and the EU export subsidies for certain agricultural products. The growing exports reflect the competitive capacity of the Lithuanian economy in foreign markets, however, the majority of the exports constitute the lower value added products and services, which makes the exports in the long term to face the considerable threat of the ever-increasingly intensive penetration of Asian companies which are quickly improving the quality of mass-consumption goods, with their prices being low. The share of exported high technology products within the total exports has hardly undergone any changes in the recent years without exceeding 3 per cent (for example, it amounted to 2.7 per cent in 2004 as compared to the EU average of 18.2 per cent). Almost 80 per cent of the total Lithuanian exports of the goods and services originated in Lithuania are produced by manufacturing, where raw materials, fuel and energy account for nearly two thirds of the total costs, with the trend of the rise in their price becoming more and more noticeable. Thus, the growing prices of raw materials and fuel in the world markets might increase the costs and lower the competitiveness of the Lithuanian economy that is characterized by an extremely high level of energy receptivity. The exports of the services (except transport), meanwhile, especially the exports of IT services, which are less dependant on the raw materials necessary to be imported and the growing prices of fuel, remain very small. 

Quite more favourable environment for the development of Lithuania’s exports might be created by the accession of some of the Lithuanian trade partners to the WTO as well as better trade conditions with the third countries. The Commonwealth countries, Asian countries and other export markets are marked by a noticeable economy growth, although the markets of the Commonwealth countries still lack stability. This is likely to predetermine great possibilities of the transit services, especially by attracting a part of the foreign trade flows of the Asian countries. However, the economic stagnation in the countries of some of the significant Lithuanian trade partners (Germany, for example) as well as the cyclical fluctuation of the Western markets may have an adverse influence on the small-scale Lithuanian economy. 

The development of the economy of the period referring to 2000 – 2004 was extremely rapid: the average annual GDP change reached 6.7 per cent; the foreign trade turnover (goods and services) rose by 1.8 times during this period. On the other hand, the economies of Latvia and Estonia were marked by an average annual growth by 7.5 and 7.2 per cent respectively during the period 2000-2004, which is mostly accounted for by the less powerful influence of the 1999 Russian crisis on these countries as compared to the Lithuanian economy. The rapid growth of the economy was harmonized with the macroeconomic stability. Inflation in Lithuania was not high, with just a slight excess of the convergence criteria set by the EU in 2004. The fiscal deficit was considerably below the 3 per cent ceiling set in the Stability Pact.

Concern-raising trends, which could cause a considerable slowdown of the economy in the near future can be noticed. The opening of labour markets in several EU Member States increased emigration from Lithuania, making the problem of qualified labour shortage even more acute: it caused the lack of the labour force and a rapid growth of its price. The growth of the labour force price decreases the competitiveness of the national companies and hinders the development of the exports that is already aggravated by the invasion of the Asian products into the surrounding markets. The domestic consumption, meanwhile, as well as the imports, has been undergoing growth due to the rise in income and is also stimulated by the rapidly increasing consumer loan portfolio. Finally, contrary to the forecast, the growth of the Foreign Direct Investment (FDI) flow has been very limited in the recent years: the current total level of the accumulated FDI is the lowest among all the EU Member States.  Therefore, in spite of the existing positive economic development, the analysis of macroeconomic factors and trends shows that Lithuania is entering the stage of the deceleration in the growth of economy. Thus, maintaining of a more rapid growth of the economy in the long term requires the expedient re-orientation of the state investment, and also the use of the possibilities granted by the EU structural assistance.

The economic development is necessary for Lithuania’s pursuit of overcoming the country’s lagging behind the EU average and decreasing the disparities among the individual regions of Lithuania. Lithuania’s GDP per capita (upon the evaluation of the purchasing power) made up a mere 48 per cent of the EU average in 2004, which shows a huge gap of the Lithuanian economic development from the EU average. Lithuania is also characterized by considerably great development disparities among the different regions that tend to grow bigger. The gap between the best-developed Vilnius district and the poorest district of Tauragė by the GDP per capita, in comparison with the country’s average, made up nearly 2.6 times in 2004 (this difference rose by 2.5 times during the period 1997-2004). Just as few as three districts (Vilnius, Kaunas and Klaipėda) exceeded the national average income from employment, and the biggest relative poverty rate was observed in rural areas, especially in peripheral, border areas, while the biggest cities were marked by the lowest relative poverty rate. The homogenous distribution of the Lithuanian cities and smaller towns, nonetheless, predetermine the balanced development of the economy as well as of the entire country. On the other hand, individual areas in Lithuania are still marked by the noticeable differences in the quality of life that are hardly covered by the sporadic statistical indicators. The following analysis of the situation and trends provides a more detailed examination of individual development-related problems territorial-wise, revealing the existence of significant differences in social and economic development between the biggest cities and the rest of the towns, between the urban and rural areas, as well as between the centre of the country and the peripheral areas. 
Human resources
The ever-increasing labour force demand resulting from the growth of the Lithuanian economy created favourable conditions for the growth of employment and the reduction of unemployment rate: the employment rate rose from 57.5 per cent in 2001 to 62.6 per cent in 2005 (as per data of the Eurostat). However, the overall economic activity of the labour force did not undergo significant changes ever since 2001, with even a slight decrease during the period 2001-2005 (from 69.7 to 68.4 per cent respectively), and the number of the inactive population within the age group from 15 and up climbed by 4.4 per cent (from 1,164.6 thousand to 1,216.4 thousand respectively). This testifies to the fact that the labour market fails to use the potential of the considerably large share of the economically inactive labour force. Another important field with the concentration of the potential of the labour force is the employment in the sectors of agriculture, hunting, forestry and fishery that is predominant in the rural areas. The number of the employees engaged in this sector in Lithuania as a share of the total employed population made up 13.9 per cent in 2005, whereas this number in the EU-15 was 5.8 per cent (in 2003). The number of the employed population in agriculture, hunting and forestry in Lithuania reached 14.1 per cent in 2005 (with the decrease by 3.5 per cent as compared to 2001). However, the structure of employment in Lithuania is still considerably different from those in the economically developed EU Member States. The average percentage of the employed population engaged in agriculture, hunting and forestry in the EU Member States made up 5.1 in 2004.
Unemployment, as one of the most acute issues of the country for quite a long period, underwent a noticeable decrease from 16.5 per cent in 2001 to 8.3 per cent in 2005 (as per data of the Eurostat), matching a parallel rapid decline in the territorial differences among the individual areas of the country pertaining to this indicator. The case of the indicator showing the ratio of the registered unemployed persons to the population of working age was characterized by a similar trend. However, these seemingly positive shifts of indicators did not predetermine a bigger territorial social cohesion of the regions of the country. The declining rate of unemployment and the number of the unemployed population were, first and foremost, greatly influenced by the population’s emigration from the country, which was fostered by Lithuania’s accession to the EU, and the people’s movement to the largest cities of the country. The majority of the emigrated population is likely to be the people of working age with the purpose of migrating to other areas of the country or abroad due to the unfavourable social, economic and territorial living conditions. 

Youth unemployment rate remains high as well (it reached 15.7 per cent in 2005); in addition, unemployment is inauspicious structurally-wise, there is the growth of the share of the non-qualified unemployed people or the unemployed population with the lost qualification (as per data of the Lithuanian Labour Exchange, they accounts for around 70 per cent of the total number of registered unemployed); a large number of the long-term unemployed population (the long-term unemployed people made up around 55 per cent of the total unemployed population in 2005) has been recorded. It is the non-qualified persons, in addition to a range of people of social risk groups or the people experiencing social exclusion, that make up the majority of the long-term unemployed population since they are incapable of competing in the labour market due to the lack of professional training, professional skills necessary for the labour market or due to the loss of the relation with the labour market. This, in essence, creates the key obstacles for their integration into the labour market. The rate of the female long-term unemployment is slightly higher than that of male. Moreover, the recent years have witnessed an increase of the share of the long-term unemployed in rural areas. 

At-risk-of poverty rate (data of EU-SILC for 2004) was 20.5 per cent (i.e. share of population with income below the at-risk-of-poverty threshold). There are obvious differences in at-risk-of-poverty rate between the urban and rural areas. The highest at-risk-of-poverty rate in 2004 was observed in rural areas, and the lowest in the larger cities. In 2004 as many as 34.6 per cent of rural population and 13.5 per cent of urban population lived with income below the at-risk-of-poverty threshold. The at-risk-of-poverty rate in the five largest cities of the country was much lower – 9.1 per cent. 
Unemployment is one of the main reason determining poverty: In 2004, for example, 10 per cent of the employed population was below at-risk-of-poverty rate, while 62.8 per cent of the unemployed people were below at-risk-of-poverty rate. In addition, the highest at-risk-of-poverty rate was observed in the households where all working age family members were out of jobs and with under-age children – 81.6 per cent. Statistics also reveals the main poverty reasons that most often are closely interrelated. The reasons include insufficient income (employment in the low value added sectors, dependency on the state benefits), unemployment, inadequate education or the qualification failing to satisfy the market needs, the difficulties in combining the family and work obligations.  

Poverty is closely related to social exclusion. Social exclusion is the inability or incapacity of certain individuals or groups of individuals for the use of the benefits provided by the society, employment or participation in the community life. The main factors of the risk of social exclusion include illnesses, disability, long-term unemployment, dependency on psychotropic substances, absence of knowledge of the language, insufficient income, etc. Therefore, a range of research in the field tend to distinguish between the following categories of individuals falling under the major threat of the risk of social exclusion: the disabled, elderly people, antisocial families and children, individuals post custody, individuals with dependencies, ethnical minorities, victims of violence (especially in families), victims of trafficking in human beings, long-term unemployed people. The people attributed to the above groups have proven numerous in Lithuania: the number of the long-term unemployed people in Lithuania totalled 72.9 thousand (around 55 per cent of the unemployed in total) in 2005; approximately 16.9 thousand of the families were recognized as the families of social risk, and these families included nearly 37 thousand of children; 1,761.7 individuals out of 100,000 had alcohol addiction. The figures of the individuals belonging to other risk groups are considerably noticeable as well. Social exclusion is predetermined by a range of different factors leading to a very similar “closed” cause and effect loop: for example, the children in the antisocial families find themselves in the so-called “poverty trap” by experiencing early drop out from the educational system, failing to acquire the necessary qualifications, becoming long-term unemployed people, dependant on the state support, without any motivation for work; their possibilities receive sceptical attention from employers and the society (such approach often extend to acquiring discrimination features). Just like in the case of poverty, the social exclusion problems tend to be far more noticeable in rural areas rather than in urban areas, mostly due to the differences in the income rate and the differences in the accessibility of social services. 

On the other hand, these factors are accompanied by the ever-increasing qualified labour force demand: the lack of the latter, particularly in the largest cities of the country, has proved the major obstacle to the economy development. The World Bank’s 2004 survey of Lithuania’s investment climate indicates the shortage of the qualified specialists ranking as one of the chief obstacles for investment, as named by the head of the companies polled. The qualification of the majority of the labour force lacks the sufficient satisfaction of the labour market needs, the population fails to possess the necessary employability and entrepreneurship skills, with their professional and territorial mobility within the country remaining low. The problem of labour force qualification is also, in part, testified by the fact that labour productivity in Lithuania ranks among the lowest in the EU (52.5 per cent of the EU average in 2005), with some fields showing the labour productivity that lags behind the EU average up to 10 times (textile and clothing sector, for example). 

The demographic situation is greatly influenced by two trends: emigration and ageing of the society. The recent years have been marked by the massive emigration to the more developed EU Member States with the newly opened labour markets, and the number of the Lithuanian population has been constantly decreasing – only a few other EU Member States have the birth rate lower than that of Lithuania. The demographic situation has been undergoing rapid aggravation in rural areas. The rural depopulation results from the lower birth rates and higher death rates typical of rural areas as compared to urban areas, as well as the noticeable migration of the young people within the age group 25-29 (especially female) to cities. Another rural demographic trend is the ageing of the society: the decrease of the share of children up to 15 years, and the increase of the share of the people of 60 years and older. Such poor rural demographic situation is mostly predetermined by the insufficient accessibility to health and educational services, negative changes of the labour force demand, inadequate condition of infrastructure.

The ever-changing demographic situation significantly influences the entire labour market. It is the young people that tend to be more apt to emigrate abroad, which has resulted in more numerous employment possibilities for the elderly people. This caused the emergence of a new trend, namely the increase of the elderly people (within the age group of 55-64) employment (from 38.9 per cent in 2001 to 49.2 per cent in 2005, respectively). Our country has been far ahead the EU-25 average by the employment rate of these people (42.5 per cent in 2005). This, at the same time, results in the increasing average age of the labour force. The trend of the ever-increasing average age of the qualified employees is not counterbalanced by the flow of the newly trained specialists. Such ageing of the population does not only predetermine the increasing need for health care, social and other public services but also governs the major significance of the lifelong learning of the existing labour force. The quality of education and training is becoming the prerequisite for the development Lithuanian economy.

Considering the major part of the formal education indicators, Lithuanian educational system is just slightly behind the average of the EU Member States or is even ahead of it. The student achievement indicators show that Lithuania has made a great progress in the general education system. The indicators of the completion of the basic and general education programmes among the Lithuanian youth are above the EU average, whereas those of the early elimination fall below the EU average. The share of the young people acquiring the higher education is significantly big, however, the quality of their education and the conformity of the acquired competences with the business and society needs have proven insufficient. The share of GDP assigned for higher education is considerably large, yet the amount of the funds for one student ranks among the smallest within the European Union. Higher education study programmes pay too little attention for the development of decision-making, management and research, as well as analysis skills. Accordingly, vocational training programmes pay insufficient attention for the development of specific competencies and practical skills for the economy sector. The structure of the currently offered qualifications fails to satisfy the needs of the labour market. In addition, despite the active involvement of the young people in pursuit of the secondary and higher education, the Lithuanian lifelong learning indicators rank among the poorest in the EU: the share of the adults involved in lifelong learning in Lithuania was nearly two times smaller as compared to the EU in 2005. The rate of the adult involvement in all education forms (formal and informal education) and even the self-education is low, with informal education being marked by the poorest involvement. As per data of the Eurostat, the involvement of the individuals with lower qualifications in Lithuania is several times rarer than those possessing higher qualifications, which raises concerns among those economy sectors that are more greatly dependent on employees of working-class professions. Worker training and re-qualification constitute the weakest link within adult education. Besides the workers, the education needs receive the poorest satisfaction among all age groups of the individuals with special needs, social risk individuals, elderly people and rural population. 

The said trends add up more significance to the lifelong learning and the increase in the need in the lifelong learning system. However, due to a range of systemic drawbacks throughout the education levels, the formal education system lacks the adequate adjustment to these changes: both vocational training and higher education establishments are confined to a narrow range of lifelong learning services, the education system is too closed, with too slow a pace of learning and adjusting to the ever-changing needs. The system suffers from the irrational network of educational establishments, with the establishments lacking the capacities and suffering from the poor inter-cooperation and social partners, also, excessively centralized institutional management and financing system fails to adequately stimulate competition and initiative. Lithuania has a relatively wide and homogenous network of vocational training establishments, however, it suffers from an out-of-date technical basis of the said establishments, in this way rendering the practical knowledge and skills acquired by their graduates dissatisfactory with the needs of the labour market, as well as from the lack of inter-institutional cooperation between all education levels and their cooperation with employers, which would facilitate a more effective and vocational training of the employees of the necessary qualifications. Lithuania is also behind the EU average by the student flow into vocational training: the share of the young people with the basic education enrolling into the vocational training establishment programmes and acquiring the vocational qualification is small. 

Human resources in the field of scientific research also fail to satisfy the current and future needs of the economy. The number of the researches is scanty: the evaluation of the percentage of the researchers as a share of the total working population reveals that Lithuania is almost twice below the EU average. Moreover, the researchers employed in business establishments make up a mere 6.7 per cent out of the total number of the researchers, which falls under the lowest rate among the EU Member States (the EU–15 indicator accounts for around 50 per cent). The high average age of the researchers preconditions the forecast of a far greater shortage of them in the near future, upon the possible failure to replace the retired older-generation researchers with their young counterparts. Even though the relative number of students in Lithuania ranks among the largest worldwide, the labour force in the Lithuania’s sector of scientific research and experimental development (hereinafter referred to as the SRED) currently fails to satisfy the contemporary needs of this sector neither quantity-wise nor quality-wise: the researchers lack not only contemporary competences of the appropriate field but also horizontal competences. The profession of a researcher remains rather unattractive, and the undergoing “brain drain” might, in the future, considerably weaken the country’s intellectual potential and the economic development perspectives, especially in the fields requiring an extensive knowledge. 
Public administration
In the late 2005, there were around 930 public and municipal authorities and institutions functioning in Lithuania, however, the surveys showed that they have the trust of just as little as 35 per cent of the population. Although Lithuania has developed and been improving the public administration regulation, the multi-stage central management structure has proven non-optimal, as well as the non-optimal distribution of responsibilities among the central, territorial and local self-governance levels, with some of the functions overlapping. Lithuania has developed the institutional and management framework for regional development, however, it requires the enhancement of its effectiveness, taking into account the new lines and needs of the Strategy of the Lithuanian Regional Policy until 2013. Currently, there are 60 municipalities in Lithuania, with their number showing recent growth. Some municipalities contain the municipal institutions and bodies that are located within a remote distance from the people, which results in the failure to ensure the rapid and adequate management of local public affairs and the provision of public services.

The data of the Department of Statistics suggest that 408.2 thousand of the employed population were employed in the public sector in Lithuania in 2005 (which makes approximately 28 per cent of the total employed Lithuania’s population), and the field of public services contained 328 thousand of the population. The provisions of the State Civil Service Law were applied to approximately 50 thousand of the employed, including 22,259 civil servants (21,319 career, 478 political (personal) confidence, 462 heads of establishments) and 25,389 statutory civil servants. The majority of the Lithuanian civil servants possess higher education qualifications, yet they lack certain basic and general competences (computer literacy, foreign language knowledge, strategic management, management of the EU affairs) as well as certain special competences. In 2005, the amount assigned for the trainings totalled LTL 8.2 million, making 1.25 per cent of the annual earnings of civil servants, however, such rate of financing does not suffice to ensure a high competence rate of civil servants. Finally, the public sector employees are also prone to other problems typical of all the Lithuanian human resources, such as emigration, ageing and other negative trends, as well as the problem of specific relevance to this particular sector, namely the loss of the administrative capacities and the accumulated experience due to the switch of the civil servants to the private sector.   

Public sector expenditure made up 33.7 per cent of the GDP in 2005, ranking the lowest among all the Member States of the EU-25 (the 2005 average of the EU Member States was 47.3 per cent). Also, the public administration expenditure in Lithuania is lower as compared to other EU Member States. However, Lithuania directs a small amount of the expenditure to the areas that are instrumental in the economy growth (for example, the public sector expenditure SRED made up a mere 0.6 per cent of the GDP in 2004). Despite the introduction of strategic planning, programme budgeting and other operational management measures, Lithuania still lacks a result-oriented approach, as the quality of the said measures and their use in adopting decisions remains insufficient. The World Bank’s assessment referring to the period 1996-2004 show that Lithuania’s general management efficiency indicator is considerably low as compared to other EU Member States (the 2004 indicator value made up 0.7, while the average of the 25 EU Member States was 1.246). Numerous problems occur in carrying out the activity assessment on the central management level and strategic planning on local level.
The World Bank’s evaluation results suggest that Lithuania’s business regulation environment has been showing the signs of improvement, with certain business restrictions remaining. Lithuania applies relatively simple business registration procedures, with the establishment of an enterprise being quite rapid and inexpensive (the process of 26 days and 8 procedures in 2004, while that of the countries of the Organization for Economic Cooperation and Development was made up of 25 days and 6 procedures). Thus, Lithuania has been showing the signs of the decline in the size of the unnecessary administrative burden, however, the World Bank’s evaluation results show that Lithuania is still lagging behind the EU Member States in this area (Lithuania’s regulation indicator was 1.16 in 2004, as compared to the average indicator of 1.29 in 25 EU Member States). Lithuania also lacks a more developed policy of better regulation, although certain features of this policy have been employed (for example, the functioning of the early decision impact assessment). Finally, a relatively high administrative corruption remains one of the restrictions of the administrative business environment. As per data of the World Bank and Transparency International, Lithuania’s corruption indicators continue ranking among the worst in the EU Member States. 

Lithuania has been carrying out and planning the future introduction of the reforms of individual public policies and services, the implementation of which would make a considerable contribution to the social and economic development, long-term public finance sustainability. The areas of higher education, scientific research and experimental development, health care have been marked by extremely high needs for reforms. The service of citizens and other individuals in public administration and other institutions as well as the interrelations among these institutions and citizens and other individuals is regulated by the model procedure for the service of citizens and other individuals in public administration and other institutions. However, Lithuania suffers from a relatively small number of the installed modern one-window principle based systems for provision of public services. The year 2005 in Lithuania was marked by the start of the introduction of quality management methods in public administration, however, the share of public and municipal authorities and institutions applying the quality management models is extremely small. Considerable quantitative and qualitative differences in the provision of public services as well as the insufficient involvement of communities and non-governmental organizations in providing public services have emerged among the municipalities.
Lithuania is ahead of other EU Member States by the transposition of the EU directives into the national law. The data referring to December 2005 suggest that the directive transposition deficit made up 0.4 per cent in Lithuania (6 directives, the EU-25 average is 1.6 per cent, the EU intermediate goal is 1.5 per cent). The majority of the untransposed directives pertain to the areas of justice and security, energy and transport. Lithuania is also leading among the EU Member States by the number of the non-infringements of the European Community law (absence of initiation of proceedings): up to July 2005 there were only one Community law infringement proceedings initiated against Lithuania. However, the capacity to apply individual provisions of the EU acquis on a national level still remains insufficient: the results of the World Bank’s and the European Commission’s evaluation suggest that Lithuania still requires the enhancement of the capacities to apply the transposed provisions of the EU acquis in some areas. In addition, it is necessary to continue further strengthening of the competence of the courts in the area of the application of the European Community law. Moreover, Lithuania needs a proper preparation for the implementation of the essential EU initiatives (for example, the updated Lisbon Strategy) and the new provisions of the acquis (for example, the new directives on services). Another significant challenge requiring an adequate preparation is the process of the Lithuania’s Presidency of the EU in 2013-2014.

Lithuania seeks the consultation with the stakeholder groups in the decision-making process. However, according to the overview of the Organization for Economic Cooperation and Development SIGMA, the inter-consultations among the ministries in Lithuania are more effective as compared to the consultations with the public. The latter consultations tend to be prone to the problems related to demand (i.e. the lack of the proper consultation mechanisms in the public sector) and supply (i.e. insufficient strength of capacities of non-governmental organizations to participate in the decision-making process). The participation of the community representatives in the decision-making process of local self-governance is very rare. In addition, the application of the partnership between the public and private sectors in developing the public infrastructure and providing public services (sometimes referred to as concession) has been considerably limited in Lithuania.
Production and services
Lithuanian economy structure is versatile. It is the processing industry that is the most developed in Lithuania, generating around one fifth of the country’s GDP and exporting around 60 per cent of its production. The ever-increasing domestic consumption in the recent years has ensured the rapid domestic trade and construction development, with their comparative share reaching 18.1 per cent and 7.1 per cent of the GDP respectively. It is the transport sector that stands out in this respect: the Lithuania’s share of transport and communications, collectively, in the GDP is almost twice as big as the EU average. Meanwhile, the share of high and medium-high technology production and services in the industry structure remains extremely small: the share of the value added generated by the high and medium-high technology sectors within the value added generated by the processing production reached 17.1 per cent in 2004.

The world has been experiencing a rapid productivity growth resulting from the new management methods, modern technologies and work automation. The productivity growth has been stimulated by business globalization and, in particular, direct investment opening up a way for new technologies and new forms of operation. Lithuania’s overall work productivity accounted for a mere 41.7 per cent of the work productivity indicator of the EU-15 in 2004 (the gross domestic product generated by economy per person employed). The differences in the labour force productivity tend to stem from the differences in the sector productivity, work organization and management. The unsatisfactory results of the overall work productivity are, in part, preconditioned by a small share of the GDP generated by the high and medium-high technology sectors within the entire industry of the country: the product generated by the high and medium-high technology sectors accounted for just as little as 16.1 per cent of the total sold production of the industry in 2005. Another reason for a low work productivity is a small value added generated by the traditional business sectors that are dominant in the Lithuanian economy structure. A stable, yet gradually decelerating growth of the industry productivity in Lithuania, just as in many other countries, shows that traditional sources of growth approach to rapid exhaustion and scientific research and development is likely to become the main factor for the long-term economy development. 

Unfortunately, the statistics show that the majority of the country’s industrial undertakings (72 per cent) fail to pursue any innovation activities. The number of the enterprises engaged in the strategic-wise significant innovation activities is very poor (1 per cent), which was caused by the under-developed SRED activities in business and industry. Similarly, the share of the enterprises involved in the development of the innovation based on technology modification (besides the scientific research activities) is considerably modest, too (4 per cent). The relatively dominant types of the innovation activities in Lithuania include the development of the continuous innovation and the innovation introduced by the method of application (adaptation) (the activities of both types have been pursued by 11 per cent of the enterprises each), which is, however, less promising in the perspective of a rapid development of the knowledge economy and globalization. Lithuania’s innovation performance, so far, has scored 0.27 under the summary innovation index announced in the European Commission document “European Innovation Scoreboard 2005”. Lithuania is far behind the average of EU-25, not to mention that of EU-15, that reach 0.42 and 0.46 respectively.  

The overall expenditure in Lithuania on fundamental and applied scientific research (hereinafter referred to as the scientific research) and experimental (technological) development remains very low (a mere 0.76 per cent of the GDP in 2004, with the EU average approximating to 1.9 per cent). The private sector expenditure on the scientific research and experimental development is extremely low (0.16 per cent of the GDP). Although the public sector expenditure in this field is considerably close to the EU average (0.6 per cent of the GDP in Lithuania, as compared to the EU-25 average of 0.68 per cent), the scientific research fields and output of this sector are not oriented towards the economic and public needs, the use of such SRED output in business is poor. The patent applications placed with the European Patent Office and the United States Patents Office by the Lithuanian inventors are extremely scanty in number. Lithuania has a high scientific research potential in certain fields of the applied research, with the competence centres and networks being developed, the public scientific research infrastructure within them, however, remaining poor and insufficient for the scientific research activities necessary for the adequate economic development. In addition, the country suffers from the lack of cooperation between the educational establishments and universities as well as economic entities not only in the scientific research process but also in the study process.  

As mentioned above, the average labour force productivity in Lithuania falls considerably below the EU average. With the labour force becoming more expensive and experiencing continuous emigration, a rapid economy development, in the long term, is possible only upon the presence of the continual intensive investment in modern technologies and the equipment necessary for their installation. With the use of the expenditure method, the share of the investment in the gross fixed capital formation has been experiencing continuous growth over the past four years: from 18.1 per cent of the GDP in 2000 to around 22 per cent of the GDP in 2005. Our country’s 2004 indicator finally reached the average of the new EU Member States, slightly surpassing the respective relation of the EU-15 (around 20 per cent). However, the bigger share of the invested funds in Lithuania, as compared to the EU and other Baltic states, was assigned for constructions: in 2003, it made up 58 per cent in Lithuania, in comparison with the 52 per cent in the EU. As a result, the share of the GDP invested in equipment by our enterprises is considerably smaller.    

With the essential impact of the innovation on the growth of productivity, the conditions of the increasingly fierce competition spark off the growth of the significance of foreign direct investment as the source attracting new technologies, state-of-the-art management methods and other aspects having importance for modernization of economy. Meanwhile, the number of the large transnational corporations operating in Lithuania is small, and our country ranks the lowest among all the EU Member States by the accumulated FDI per capita. In addition, FDI itself is concentrated in the largest cities of the country. The proper use of the ever-increasing business internationalization and the global trend of business transfer might have a favourable influence on the foreign direct investment and business cooperation in Lithuania. Meanwhile, the excessive regulation of the relations in the labour market, as well as over-bureaucratic and complicated procedures for land acquisition and the issuance of construction permits diminish Lithuania’s possibilities in the competitive battle over the foreign investment with the neighbouring countries. It is the long-term investment that is dominant among the Lithuania’s foreign direct investment, quite a big share of it, however, is still related to privatization process coming to an end, and (or) merger of the enterprises, while the share of the “green field” investment remains modest. Among the most significant reasons causing such situation are the said drawbacks of the investment climate, as well as the insufficiency of a clear single policy of FDI attraction and the lack of the territories intended for the investment attraction (industrial areas, green field territories, etc). In 2005, the areas ready for investment made up a mere 13.4 ha, with the majority of them being concentrated around the capital city Vilnius, and the annual gross demand (i.e. both foreign direct investment and domestic investment) for the industrial parks with the complete infrastructure suitable for investment reaches up to 98 ha in Lithuania.

It is the micro-enterprises that remain dominant within the structure of small and medium-sized enterprises, however, the comparative share of small and medium-sized enterprises has been undergoing a gradual growth. The GDP share generated by the small and medium-sized enterprises has also been increasing, with the rise from 68.2 per cent of the total GDP in 2003 to 69.1 per cent of the GDP in 2004. The number of the enterprises in operation in Lithuania remains steady (around 55 thousand), however, their number per capita remains small, as compared to the EU average (16 enterprises in 2004 in Lithuania against the EU average of 55 enterprises in 2004). In addition, the distribution of the small and medium-sized enterprises in operation within the districts of the country is also very uneven, with the concentration of the most small and medium-sized enterprises in operation within the districts the centres of which are the largest cities of the country. In the late 2004, 54.5 per cent of such enterprises were operating in the districts of Vilnius and Kaunas. This testifies to a low entrepreneurship rate in smaller districts of country. The entrepreneurship rate is also, in part, preconditioned by the inadequate access for the small and medium-sized enterprises to the sources of financing as well as to the more flexible and most often state-supported measures of the financial assistance for business, such as micro-crediting or risk capital funds.

The business environment in Lithuania is considerably favourable, with some of the drawbacks remaining. The increasingly demanding requirements of the EU legal acts in environmental, quality and other fields are aimed at being for the benefit of environment and consumers, yet resulting in the increase of the business costs in their implementation and application on a national level. The infrastructure of public services for business (business information centres, business incubators, science and technology parks, innovation centres, etc) relevant to the small and medium-sized business has been, in part, developed, with a number of its establishments, however, undergoing an early development stage.

The agricultural sector is characterized by a high employment rate and low productivity rate. The rural areas are marked by the prevalence of the great dependence on agricultural economic activities, the lower education level among the rural population and a relatively low level of the switch of the rural population to the alternative economic activities. The demand of rural tourism services has been, actually, increasing, matched by the parallel rapid growth of the rural tourism service supply. The fisheries sector is facing with such economical difficulties as unstable fisheries stocks and drastic increase in fuel prices. There is insufficient financial capacities and low profitability of micro, small and medium-sized enterprises to ensure further development. Certain number of the fishery companies are not competitive, with the lack of knowledge and capital, poor entrepreneurship skills. There is a demand of diversifying activities through the promotion of multiple employment of fishers through the creation of additional jobs outside the fisheries sector, a demand to develop tourism and strengthen competitiveness of fisheries areas, to expand the assortment of fisheries products and thus increase their consumption.  Fisheries sector is characterized by a comparatively low education rate among the employees in the fisheries sector, a low level of training capacities, shortage of specialists and qualified employees. Fisheries sector also faces such difficulties as insufficient implementation of modern technologies, insufficiently developed targeted applied research system.  
Social and economic infrastructure
Adequate social and economic infrastructure creates the conditions allowing the economy and society to respond to the challenges posed by the above-described trends, such as globalization, ageing of the society, emigration and other, as well as pursue successful development. A specific geographical situation of Lithuania also preconditions the high significance of the economic infrastructure, in creating conditions for a more stepping up integration of the country’s economy and society into the EU common market and full use of its benefits.

Lithuania has a comparatively dense transport infrastructure network, however, it suffers from imbalances and inefficient interaction between different types of transport. The growth of the domestic, international and transit flows is expected to lead to a rapid increase in the traffic on the respective parts of the transport infrastructure network. Meanwhile, the uncertainty over the interaction with the Western European railway network and poor quality of Polish roads render the connection with other EU Member States through the territory of Poland inadequate. The absence of the modern North-South transport axis formed on the basis of TEN-T corridor I Warsaw-Kaunas-Riga-Tallinn prevents the Lithuanian people and business entities from the convenient and time saving communication with the cultural, tourism and business centres of other EU Member States. In addition, the existing technical and technological parameters of the railway infrastructure in the country prevents the full satisfaction of the increasing demand for carriage of goods and ensuring the proper passenger service quality. Similarly, road (of state and local significance, in particular), water transport and civil aviation infrastructure in terms of its parameters still falls far behind the level of the EU-15. Due to the poorly developed public passenger transport network Lithuania is far behind the EU average by the indicator on passenger turnover. Lithuania is also experiencing a rapid growth in the number of individual cars, the majority of which date back to more than 10 years. This causes the problem of transport congestions in the largest cities and their points of access as well as contributes to the occurrence of other problems, for example, the huge time and fuel losses, the increase in the road transport (especially motor cars) accidents, air pollution and the number of the road accident casualties; meanwhile, in terms of the number of the traffic safety measures and the pace of their introduction, Lithuania is lagging behind the Western European countries. The under-developed infrastructure capacities for the provision of logistical services hinder the effective interaction between the individual branches of transport in developing the multi-modal transportation services.

Since Lithuania has been experiencing a fast growth in the area of information and communication technologies (ICT), a considerable exclusion of ICT use, however, still remaining: the majority of the computer and internet users are composed of young people residing in the cities and having relatively high earnings, whereas the rural areas suffer from an extremely small number of households having computers and the absence of the possibilities of the access to the broadband internet connection. The level of the online public services delivery (especially in the field of health care) remains rather low, and the online availability of the services for business is far higher than that for the individuals. Lithuania so far has been suffering from the lack of the solutions necessary for the development of electronic democracy and the scant attention paid to the spread of Lithuanian language and culture in the multicultural information society. With an increasingly wide use of the ICT in the open systems (for example, in providing public electronic services), the need of ensuring the ICT safety and the interoperability of information systems will continue to grow.

Lithuanian energy economy is characterized by a great dependence on the one-source energy resources, since gas and power networks fail to have direct links with the Western European or Scandinavian energy systems, with the local energy resources being extremely scarce. The development of the use of the renewable energy resources for energy production is limited. The energy infrastructure within Lithuania itself is quite well-developed, with a substantial share of it, however, being outdated and failing to meet the contemporary energy supply safety and reliability requirements. In addition, the features typical of the country, such as a high energy intensity, energy production, supply and consumption (especially in residential block houses holding about two thirds of the Lithuanian population) have proven ineffective.

Environment quality in Lithuania is considerably high, in a number of cases, however, requiring its further improvement. As much as 70 per cent of the surface water bodies in Lithuania are, to a substantial extent, affected by the anthropogenic activities; just as little as 60 per cent of the population is being provided with the services of the centralized supply of drinking water and centralized waste water collection and management, and the percentage of the waste water treatment carried out under the EU requirements amounts to a mere 77 per cent. A considerable share of the production residue and municipal waste in the country is subject to the disposal at waste dumps, the majority of which fails to comply with the environmental requirements and causes a serious pollution of the environment. Moreover, the results of the recent survey in Lithuania show that the country has a total number of around 5,200 potentially polluted territories, including waste dumps, posing a threat to the environment and human health. The recent years have also shown an increasing relevance of the issue of the particulate matter air pollution and nitrogen oxide pollution in the largest cities. Air pollution problems in the largest cities tend to be caused by the insufficient development of public transport and the constant increase in the number of the individual vehicles. The areas marked by the biggest emission of greenhouse gas and pollutants include energy, transport and industry. One of the most acute air pollution problems is the absence of the air pollutant emission treatment facilities in the major energy objects using the traditional energy sources (oil products, natural gas), which results in the pollutant emission rate per energy production unit being twice as big as the average of the EU-15. Attractive nature and landscape, nonetheless, remain among the key resources of Lithuania. With the view of the landscape and biodiversity conservation, Lithuania has developed the protected area system, encompassing the European ecological network “Natura 2000”, that covers 15 per cent of the country’s area. The recent years have witnessed a growing interest in the protected values from the local people and foreigners, however, the majority of the Lithuanian protected areas suffer from the poorly developed infrastructure of cognitive tourism and ecological education, which restricts the access to the protected values for the society.

Lithuania has been experiencing further growth in the number of tourists and the income from the incoming tourism: as per data of the Bank of Lithuania, the income from the incoming tourism, over the period of three years, grew up by 50 per cent, totalling LTL 2.562 billion. Due to the market globalization, the existing markets are supplemented by the opening up of new tourist markets, such as Russia, China and other Asian countries, which Lithuania has to seek to make use of. The problem lies in the fact, however, that Lithuania still remains a country without a clear tourist image. In addition, the public tourist infrastructure in the individual regions of Lithuania creating the possibilities for the effective use of a considerable potential of recreational resources and culture heritage for tourist purposes and promoting the increase in the tourist flows and the development of private services sector is not sufficiently developed. Another restricting factor is the shortage in the supply of tourist class accommodation services: the demand for these services is preconditioned by the predominance of individual tourists in the local and incoming tourism flow (93.2 per cent in 2005). As per data of the State Department of Tourism under the Ministry of Economy, around 90 per cent of the tourists arriving for leisure or vacation purposes are under 30 years old or over 65 years of age, with their income ranging from average to below average.

With the decrease in the number of the population of working age, it is important to improve the health of the working population, reduce the number of work days lost due to illnesses, extend the working age, reduce the number of the cases of early death and disablement: the ageing society places an increasingly high importance on the status of health having direct influence on the labour force volume and productivity.

The existing key health indicators of Lithuania have been showing improvement, with some of them, however, still lagging behind the EU average. The Lithuania’s average life expectancy has been increasing, with the result of approximating the average of Central and Eastern Europe, however, still remaining shorter than that of the EU-15 (the Lithuania’s average life expectancy was 72.06 years in 2004). Cardiovascular diseases in Lithuania, just like all throughout Europe, remain the key cause of death. Cardiovascular diseases accounted for 54.5 per cent of the total cases of death in 2004. The number of the population having cardiovascular diseases as the cause of death in Lithuania is nearly twice as big as the average number in the EU-15. Other essential causes of death include malignant tumours and external causes of death (injuries, intoxication, etc). Prevention and the early diagnosis of diseases receive insufficient attention; other problems include the lack of ensuring modern treatment, the outdated infrastructure of health care institutions, the shortage of modern medical technology. Health care system reform, which is currently under implementation, aims at optimizing health care resources and service infrastructure. The heath care system, however, still suffers from the excessively big number of stationary services, failure to fully make use of the outpatient rehabilitation potential, imbalanced and insufficient development of outpatient services. Maintaining the healthy labour force is possible only upon ensuring for all the people of the country the equally accessible and high-quality health care services that are impracticable without the adequate investment in the improvement of health promotion activities and health care service infrastructure.
Lithuania has a rather dense network of establishments that provide education services. Since the restitution of independence, however, renewal and development of the infrastructure of educational establishments has received particularly little investment. In many cases the current infrastructure of these establishments does not meet the needs of the appearing knowledge society, and does not allow ensuring sufficient quality of education services. Therefore, regardless of improving accessibility of many education services and quality indicators, Lithuania still lags far behind the EU, particularly in the fields of lifelong learning. With a view to ensuring a more rapid development of this field, the education system must be further reformed, by guaranteeing more optimal utilisation of the available resources and better correspondence of the provided services to the demand. After these reforms are related with investment, higher level of qualification of the employed and persons being included in the labour market may be achieved, which would ensure higher level of employment, increase in labour productivity (and wages) and the development of the country’s economy. These factors will have significant influence for higher life quality and cohesion.
The investment attractiveness of the cities, as well as the life quality within them, are also limited by a range of drawbacks of the urban infrastructure in the cities, such as the poverty-stricken areas, the lack of the essential economic and social infrastructure and insufficient housing conditions. Upon the change in the approach of the use of the dormitory-type block of flats in the country and the privatization of the substantial share of them (around 97 per cent of the total housing stock in Lithuania is owned by the people under the right of ownership), the housing maintenance and renovation burden rest with their owners. The above-mentioned social, economic and territorial differences within the regions of the country precondition unequal possibilities for the households of maintaining and proper upkeeping and renovating the owned housing. 
1.2. COMPARATIVE ANALYSIS OF THE LITHUANIAN AND EU AVERAGE INDICATORS 

	Indicator 
	Year
	Lithuania’s average
	EU-25 average
	Evaluation of the difference

	GDP per capita (at PPP), per cent
	2004
	48.0
	100.0
	High

	Labour productivity per person employed (at PPP), per cent of the EU average
	2004
	41.7
	100.0 (ES-15)
	High 

	Employment rate, per cent

(including the employment rate of the elderly people, per cent)
	2005
	62.6

(49.2)
	63.8

(42.5)
	Low

(Low)

	Unemployment rate, per cent

(including the long-term unemployment rate, per cent)
	2005

(2005)
	8.3

(4.3)
	8.7

(3.9)
	Low (Medium)

	The risk of poverty rate, per cent
	2004
	20,5
	16 (in 2003)
	High

	The share of the disabled among the employed of the working age, per cent
	2003
	20
	40
	High

	The involvement of 4-year old children in education, per cent
	2003
	53.1
	86.3
	High

	The share of the population within the age group 25-64 involved in education and vocational training activities over the past 4 weeks, per cent
	2005
	6.3
	10.8
	High

	The share of persons completed basic education programmes and opted for vocational training among the secondary stage education persons (ISCED 3), per cent (male/female)
	2003
	31.7 /

20.5
	57.5 /

53.9
	High

	Funds for the studies per one state- budget-funded student, thousands of euros
	2001
	3.1
	8.6
	High

	The share of the students within the age group of 20-24, per cent
	2003
	45
	36
	Medium

	The average life expectancy, years
	2004
	72.06
	79.1 (in 2003, EU-15)
	Medium

	Mortality rate, number of deaths per 1,000 people
	2004
	12.0
	9.76 (in 2003, EU-15)
	Medium

	Scientific research and experimental development expenditure, per cent of the GDP
	2004
	0.76
	1.9
	High

	Summary innovation index
	2005
	0.27
	0.42 (EU-15)
	High

	The number of the applications filed with the European Patent Office per 1 million people, units
	2002
	2.6
	133.6
	High

	The share of the exported high technology products in the total exports, per cent
	2004
	2.7
	18.2
	High

	Entrepreneurship rate, number of enterprises per 1,000 people
	2004
	42.8
	55
	Medium

	The annual risk capital investment per 1 million people, LTL million
	2004
	74.5
	233.5
	High

	Regular users of the Internet, per cent
	2005
	30
	43
	Medium

	Level of on-line availability of basic public services, per cent
	2004
	49
	65
	Medium

	Broadband Internet penetration rate, per cent
	2005
	7
	13
	Medium

	Passenger carriage, passenger kilometres per one person per year
	2003
	1,165
	2,870
	High

	Accident rate, the number of the traffic incident casualties per 100 thousand people
	2004
	21.2
	9.5
	High



	The share of the waste water treatment carried out under the set requirements, per cent
	2003
	69
	92
	High

	The share of the centralized supply of drinking water meeting the requirements, per cent
	2003
	63
	90
	High

	Economy energy intensity, oil equivalent kg / 1,000 euros (at the 1995 euro value)
	2004
	1,135.6
	204.9
	High

	The hotel capacity rate per 10 thousand people
	2004
	55.9
	233 (in 2001)
	High

	The share of the employed people engaged in agriculture, hunting and forestry, per cent
	2005
	13.9
	5.8 (in 2003, EU-15)
	High


1.3. STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS ANALYSIS
The strengths, weaknesses, opportunities and threats (SWOT) analysis presented in a table below generalises the analysis of the current situation and future trends where: 

1) strengths are perceived as internal (static) factors with positive influence;
2) weaknesses – as internal (static) factors with negative influence;

3) opportunities – as external tendencies with possible positive influence;

4) threats – as external tendencies with possible negative influence.

With a view to more clearly structuring the analysis, the following four fundamental factor groups are generalised separately: 

· General context (common factors for all other factor groups)
· Our population
· Production sector (industry and services)
· Infrastructure 
Internal factors: strengths and weaknesses
	STRENGTHS
	WEAKNESSES

	General context:

Relatively high economic growth in harmony with macroeconomic stability
Participation in the Common Market
Geographical location, nature conditions, available infrastructure and historically developed relations favourable for Lithuania as a bridge between Eastern and Western transit, in terms of production of goods and provision of services
Attractive nature and landscape, rich cultural heritage, abundant recreational resources
Introduced principles of better regulation
Great potential of the higher education and health care systems 
	General context:
Small domestic market, geographically far from the more developed markets
Limited flow of foreign direct investment, small accumulated relative amount thereof
Worsening demographic situation: short average life expectancy, low births rate, high emigration (in particular among young persons); high mortality of the main non-infectious diseases and traumas
Not optimal management system of the public sector, distribution of functions, insufficient orientation to the results, slow transfer of public services into the electronic medium
Absence of effective connection between higher education and business

	Our people:

High employment of certain groups (in particular women and older persons)

High level of education of the employed persons
A bigger share of Lithuanian youth than the average EU share graduates from general education institutions, a smaller share quits the learning process early
High potential of scientific research in certain field of applied research, competence centres and networks are forming
	Our people:
A significant potential of economically inactive persons of working age is not used, there is a big share of persons working in agriculture 

Unemployment is structurally unfavourable, persistent rather high unemployment of young people, big number of long-term unemployed
Increasing shortage of qualified labour force, followed by nonconformity of qualification of population and labour force to the needs of the labour market and the knowledge society
Low level of lifelong learning, poor adaptation of the education system for providing continuous learning services and poor cooperation with partners
High average of the researchers’ average age, very small number of researchers acting in the private sector

	Production sector: 

Constantly growing share of investment falling on gross fixed capital formation in economy
Growing export diversified according to products and regions
Rapid growth of the information and communications technologies (ICT) sector
Created public infrastructure of business services
	Production sector: 

Low productivity of economy, big intensity of energy
Small export of the products of high and medium-high technologies, as well as services (excluding transport)

Low innovation, poor innovative activities, very low level of investment of the enterprises into SR&D and weak scientific research base, weak cooperation between enterprises and science and research bodies of the public sector, poor use of SR&D results in business
Low level of entrepreneurship, persistent drawbacks of the business environment, rather high level of administrative corruption, insufficient access of small- and medium-sized enterprises to the financing sources 

Great dependence on agricultural economic activities in rural areas 

	Infrastructure:

Sufficiently dense network of transport and communications infrastructure
Developed energy infrastructure
Even arrangement of cities in the territory of the country

	Infrastructure:
Weak interaction of separate modes of transport; undeveloped connections by automobile roads and railways through Poland with other EU countries; low technical level of the transport infrastructure; undeveloped public passenger transport
Great dependence on energy resources from the East; production, supply and consumption of energy is inefficient in the country, significant part of the energy infrastructure is outdated
Significant divide in ICT usage (young/old, urban/rural), low level of overall using ICT, limited access to broadband internet connection
Resources of the health care system and infrastructure of services are not harmonised with the needs of the population and do not meet quality requirements
Wide, however not optimal, network of education and science establishments, poor base 

Evident absence of the tourism image, undeveloped tourism infrastructure and services, heritage objects are not adjusted to tourism needs, lack of tourist information
Water intended for human consumption does not meet health requirements, part of the water supply and waste water management infrastructure does not meet the needs
Big and increasing disparities in development and life quality between separate Lithuanian regions, urban and rural areas, significant drawbacks of urban infrastructure in smaller towns


External factors: opportunities and threats
	OPPORTUNITIES
	THREATS

	General context:

Lithuania’s membership of the Economic and Monetary Union, entering the Schengen area
Liberalisation of provision of services in the EU market 

Growing potential of the goods transit of Russian and Asian countries (especially China) and passenger/tourist flows 

More active international cooperation in the field of public administration
Development of new technologies that will precondition improvement of quality and accessibility of public services
Successful reforms of higher education and health care systems
	General context:

Naturally slowing economic growth in the future
Rapidly ageing society
Increase in prices of raw materials and fuel, and increasing deficit of these resources in the world markets 

Big expenditure for meeting various requirements of the EU legal acts


	Our people:

Increasing flow of returning emigrants from Lithuania
	Our people:

Further “flight” abroad of highly qualified specialists, researchers and other labour force
Weakening of capabilities of the public sector: emigration of public servants and other public sector employees, passing to the private sector

	Production sector: 

Attracting foreign direct investment (enterprises, research centres), in particular in the field of high and medium-high technologies
Growing CIS and other Lithuanian export markets, more favourable trading conditions with the third countries
Increasing internationalisation of business and growing of general volume of project activities with the European Union enterprises and science institutions, increasing reliability and safety of energy supply
	Production sector: 

Growing competition between foreign industry and services (in particular, from Asian countries) and the products manufactured in Lithuania
Instability of the market of CIS countries and cyclic fluctuation of Western markets
Flight of capital from Lithuania to more promising countries 

	Infrastructure:

Further liberalisation of energy and transport sectors in Lithuania
Participation in common EU electricity and natural gas markets
	Infrastructure:

Rapidly growing need for social assistance and health care services, decreasing financial and economical efficiency of these, as well as education, systems
Increasing losses due to traffic jams in the biggest cities and their approaches, high accident rate in the country roads
Negative impact of the growing economy and global warming on the environment


2. THE LITHUANIAN STRATEGY FOR THE USE OF EU STRUCTURAL ASSISTANCE FOR 2007–2013 AND PRIORITY DIRECTIONS OF ITS IMPLEMENTATION
The performed strategic analysis of the current Lithuanian social and economic situation and future trends provides the basis for the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013, its vision, aims, objectives and priority directions of implementation. The Strategy is based on analysing the interrelations of factors of the performed SWOT analysis: how the strengths will be used to realise opportunities or reduce possible negative impact of threats, or how the weaknesses will be neutralised by using the opening opportunities, etc. The very Strategy is consistently harmonised with the European Union and national strategic documents, the principles and fundamental strategic provisions thereof.

2.1. VISION AND GOALS OF THE DEVELOPMENT
The Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 refers to and coherently continues the strategic vision formulated in the Lithuanian Single Programming Document 2004–2006 that by 2015 Lithuania will reach the level of social and economic development of certain Member States of EU-15. The National Programme Implementing the Lisbon Strategy sets forth the general aim of the economic strategy – to reduce the lag of the country’s economic development level from the average of the EU Member States, which reflects the essence of the vision. All Lithuanian population have to feel tangibly better life quality, which will firstly manifest in increasing income and full-scale employment. 

Better life quality also means a more integrated society with substantially reduced poverty risk and social exclusion. The aspect of public integration is very important because better life quality is a subjective concept, and such objective criteria as GDP per capita or the level of unemployment cannot reveal it to the full. Such aspects conditioning life quality as access to qualitative public services (e.g. education and science, health care), qualitative working conditions or membership of the active local community are no less important. 

Thus, the vision combines two essential elements. In order to realise it, rapid growth of the Lithuanian economy is necessary during the long-term period. However, the historic experience of European countries shows that rapid economic growth, at least during the short-term period, naturally determines increasing development differences in geographical and social terms. Thus, the vision also includes acknowledgment that additional actions must be taken in order that the potential of improving life quality offered by rapid economic development reaches as much of the Lithuanian population as possible.

The EU structural support provided for Lithuania in 2007–2013 creates a possibility to make a significant contribution to realisation of the originally formulated vision of the development. Thus, the main aim of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 is:

	To rapidly improve the conditions of investing, working and living in Lithuania so that the benefit provided by the economic growth reaches all Lithuanian residents. 


The first goal of the development is to accelerate the economic growth during the long-term period 

With the view of implementing the established key aim of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 and the determined vision, it is first of all important to maintain rapid economic growth during the long-term period – namely continuous rapid growth of the country’s economy is one of major preconditions of improving life quality in Lithuania. The need for the long lasting rapid economic growth should be noted concerning the reduction of development disparities between the averages of Lithuania and the EU (because at present the Lithuanian GDP per capita does not reach 50% of the EU average). Over the recent years, high economic growth has depended more on increasing domestic consumption, and this determines a limited potential of long lasting growth of the country. Therefore, proper basis of the long lasting economic growth related to the economic competitiveness in international markets has to be further developed in Lithuania. Future development of Lithuania, as a small and open economy that does not have its own extensive natural, energetic and other resources, will more and more refer to knowledge, but not capital or raw materials, intensive development of industry and service sectors. Rapid economic growth has to be maintained by ensuring macroeconomic stability and seeking for full-fledged membership of the Economic and Monetary Union, as provided in the first priority of the National Programme Implementing the Lisbon Strategy. This goal of development is related to the further mentioned goal of social cohesion, because not only the best developed Lithuanian regions (Vilnius, Kaunas, Klaipėda counties) should contribute to the economic development, but other regions as well, by properly using their inner development potential. 
The second goal of the development is to create more and better workplaces 

In global environment, population become the key source of development for Lithuania that has limited resources, which could ensure long lasting economic development and contribute to improvement of life quality. Human resources and qualified labour force become one of the most important restrictions of the Lithuanian economic development, and this factor is going to assume more significance in the future. Therefore, it is important to mobilise all Lithuanian people of working age, encourage them to actively participate in the economic activities (by active integration into the labour market and remaining therein as long as possible) and public life. Since demand of the labour force obviously exceeds supply, not quantitative but qualitative aspect of the workplace becomes important. From this viewpoint, it is important to create as many as possible better new workplaces in the Lithuanian economy. In this case, a better workplace is perceived as a workplace that requires higher qualification, creates higher added value and has higher probability to remain during the long-term period. Increasing number of such workplaces would allow creating higher added value in the Lithuanian economy and would contribute to increasing life quality of working people and stable growth of their income. Moreover, if more and better workplaces are created, stopping the “flight” of the qualified labour force abroad would be more realistic. It should also be highlighted that an integral aspect of the increasing number of such workplaces is the need to ensure high competences relevant to the economic needs of our people who will enter the labour market, in particular, continuous learning of those already in the labour market. Thus, seeking for this goal means the need to pass to the knowledge society as soon as possible, which should create more favourable conditions for future economic development. 

The third goal of the development is to develop social cohesion
Maintaining rapid economic growth and creation of more and better qualified workplaces are important goals of the Lithuanian social and economic development. However, the vision of this Strategy also recognises peculiarities of the society of Lithuania, as a state that over the recent 15 years has lived through great political, economical and social transformation, and the need determined thereby to ensure better social cohesion. The growth of the Lithuanian economy during the long-term period may be stable and sustainable only with the presence of a solid basis guaranteed not only by concrete production factors and their quality but also by more extensive preconditions that include the integrated society and proper attention to the environment. Cohesion means the need to ensure that Lithuanian residents feel part of one society and that separate social groups share the benefit of economic development. Seeking for cohesion, and at the same time better life quality in a wide sense, great importance falls not only on the said goal to include everybody into the labour market, but also on the need to ensure accessibility and quality of general economic interest public services (firstly, education and science, and health care), active use of the local development potential and sustainable consumption of available natural resources. Finally, the goal of social cohesion is also related to economic growth and business competitiveness, since quality of the environment becomes one of the major factors of economic competitiveness, and the potential of poorer territories and contribution of various social groups could be better used when seeking for long lasting economic development. 

The development strategy
In order to achieve the defined goals, various actions and initiatives have to be undertaken: from various reforms of public policy and improvement of legal regulation to investment measures. This Strategy is the strategic basis for multiannual strategic investment programmes – the operational programmes; therefore, the main focus therein is on investment priorities. Moreover, it distinguishes the strategic investment priority directions of the most general level because more detailed priorities and them implementing action groups will be developed in the said operational programmes.

Looking from the future perspective, the provision is kept that rapid economic development, creation of welfare and qualitative workplaces may be guaranteed only by an economy that is based on active creation and application of knowledge and persons able to do the said. Thus, one of the main investment priorities is Lithuanian human resources in a wide sense and specifically the labour force. Human resources become one of the major restrictions of the Lithuanian economic development. Although the Lithuanian labour force is rather educated, it is particularly necessary to reduce such weaknesses as nonconformity of qualification to the needs of the labour market and the knowledge society and decreasing supply of the qualified labour force. Promotion of employment and more flexible labour market would allow further increase in the level of employment in Lithuania and meeting the needs of business development. Thus, properly oriented investment has to help basically solve the current complex situation in the labour market. One of the fundamental orientations of this Strategy is the aim to accelerate the development of the knowledge economy in Lithuania. Productive knowledge, as the basis of the economy, is accumulated and constantly updated, and this economic resource is unique because it is not exhaustive as material resources. Accumulation, dissemination and efficient use of productive knowledge are directly related to active promotion of innovations, entrepreneurship and creativity in all spheres of public life and economy, creation of favourable conditions for competitive participation of the labour force in knowledge and innovation based creative economy. Thus, the ability of the today’s state to orient to the society that adequately uses available knowledge resources becomes the factor determining successful development of the country’s economy. Development of the knowledge society – a society that bases its activities on knowledge – is the key factor of the economic development, creation of workplaces and social welfare during the long-term period. 

The structure of economic activities in Lithuania is in many aspects similar to the structure of the neighbour countries; however, it has its own peculiarities. Like in many other EU Member States, the sector of services prevails in creation of the gross added value. But in Lithuania, the sectors distinguished by low added value and technologies requiring a lot of labour force are still very important. More rapid passing over to the creation of higher added value is being stopped by low innovativeness, poor innovative and scientific research activities of enterprises, as well as shortage of entrepreneurship that determines small number of small- and medium-sized enterprises. Meanwhile, competitive economy in Europe is directly based on innovation of enterprises in the field of new processes and products aiming at bigger productivity. Thus the future competitive economy is based on innovations and active creation and application of knowledge: in this respect, the Lithuanian industry and service sector need big structural changes manifesting in rapid growth of the share of the product created and exported by industry and services of high and medium-high technologies. The state has to undertake measures intended for increasing economic competitiveness through providing both direct and indirect support to innovations, however at the same time seeking for as small as possible market distortion and negative consequences for competition. It is also very important to actively use the opportunities to accelerate the desired changes through attracting foreign direct investment, firstly, in the fields of industry and services of high and medium-high technologies. Competitive economy is not only the result of better management of enterprises or businessmen’s innovations – many other factors are significant when seeking for higher productivity and better working environment, and first of all – an effective physical infrastructure and business environment, which would precondition mobility, communication, quick dissemination of information and cooperation. Lithuanian economy receives great benefit from participation in the EU Common Market, however, infrastructural (firstly, transport, energy sector) connections of our country with other EU Member States remain insufficient and have to be immediately strengthened. The funds of EU structural assistance will also be used to partially contribute to the implementation of the revised National Energy Strategy. Successful implementation of the two main aims of the revised National Energy Strategy – increasing safety of energy supply and sustainable development of the energy sector – will in turn create the conditions both for the growth of the Lithuanian economic competitiveness (due to reliable and modern energy supply networks and systems) and for higher life quality and cohesion (due to greater energy efficiency and wider consumption of renewable energy resources).

Economic growth during the long-term period may be stable and sustainable only with the solid basis guaranteed by integrated society and proper attention to the environment. Therefore, this priority aims at an individual – reducing social and economic differences between individuals, their groups, regions of the country, urban and rural areas. Cohesion is an important priority of the development both on the Lithuanian and the EU level: all territories of the state and all groups of the society have to take part in the welfare creation process and receive the benefit. Thus, both territorial and social-economic cohesion are important. The balanced and all-covering development should be ensured and special measures undertaken in order to guarantee life quality and cohesion. Precisely territorial and social-economic cohesion have become one of the essential priorities over the recent years of rapid economic growth in Lithuania. Territorial and social-economic cohesion is undoubtedly one of the major preconditions of the rapid economic growth during the long-term period because it allows effectively using the local potential of economic growth. In order to reach cohesion, it is essential to ensure acceptable life quality. It is mainly determined by accessibility and quality of fundamental public services, first of all education and health care, solving problems concerning housing, and it is also important that the conditions are created for active involvement into public leisure and community activities. 

The development goals of this Strategy will be sought by investing into three main priority directions of the implementation of this Strategy:

1. Productive human resources for the knowledge society
2. Competitive economy
3. Life quality and cohesion
While implementing this Strategy, the priority directions formulated therein and the operational programmes based thereon, constant regard will be paid to such horizontal priorities as sustainable development, equal opportunities and information society, also to the needs of reforms of various public policy areas (e.g. health care, education and science). Particular notice will be taken of the aspect of regional development. This Strategy does not provide for a separate priority direction or the operational programme regarding regional development because it includes the regional implementation aspect presented below (section 2.3), which will guarantee proper role of local government and the regions in planning and implementing investment supported by separate operational programmes. Seeking for reduction of differences between large cities and other regional centres, urban and rural areas, implementation of this Strategy will refer to three priority directions distinguished in the Lithuanian national policy on regional development – strengthening of five regional economic development centres (and two sub-centres with high potential), priority development of problem territories (municipalities) indicated by the Government aiming at increase in life quality and attractiveness of living, and rural diversification through creating workplaces not related to production of commercial agricultural output.

2.2. PRIORITY DIRECTIONS OF THE STRATEGY

Further sections briefly reveal the contents of priority directions of the Strategy, at the same time establishing fundamental strategic implementing provisions of each thereof. With the view of highlighting the most relevant investment aspects in terms of this Strategy, the description of priority directions presents only generalised investment directions that will be more thoroughly analysed, grounded and formulated through respective elaboration in the programmes of actions implementing this Strategy. While formulating the investment directions below, the quantitative expression of the pursued goals is established through indicating what goals shall be pursued in order to help Lithuania achieve them by 2013 by investing the funds under this Strategy. These goals are mostly taken from and thus fully conform to the National Programme Implementing the Lisbon Strategy, other national strategies and programmes. The key aim of this Strategy is to divert future investments in such a manner that they contribute to the achievement of the established goals as effectively as possible. It should also be noted that in order to achieve these goals coordinated efforts of the state are important because achievement of the indicated goals is influenced not only by investment but also by other administrative, legal and other measures implemented by the state.

Priority direction 1. Productive human resources for the knowledge society

Creation of the knowledge society in Lithuania is a long-term priority indicating the fundamental objective for investment according to this priority direction – to create a society that actively participates in the labour market and members whereof constantly actively acquire, renew, deepen their knowledge, abilities and skills, and efficiently apply them in the country’s economy. Having a look at a shorter period, creation of the knowledge society requires active investment seeking for positive changes in several main fields: when implementing this priority direction, the following main objectives shall be sought:

1) attract and retain people in the labour market;

2) seek for more active lifelong learning;

3) develop the labour force of the highest qualification;

4) seek for more efficient public administration.

Attracting and retaining people in the labour market

First of all, an individual of working age should be included in the labour market and retained there (employment) by providing the conditions for him to effectively apply and constantly update the knowledge, abilities and skills, also to re-train, if necessary. Having regard to the development trends of the labour market in Lithuania (e.g. ageing, still increasing emigration, shortage of the competent and qualified labour force), several main directions are in this case priority directions: development of knowledge and adaptability to changes of the employed people inclusion of young persons into the labour market and as long as possible retaining therein of those intending to leave it (retire), as well as inclusion of economically inactive persons into the labour market. Another important reserve of the labour force is a big share of those working in agriculture, therefore, great attention will be devoted to stimulating them to undertake other economic activities by providing the competences necessary for this change. The above mentioned changes need a more flexible labour market: both the ability of employed people to adapt to the new conditions (the knowledge society) and flexibility of the employers. Through the use of active preventive measures of regulating the labour market, increasing of employment opportunities (by providing special measures for those individuals who are in the greatest risk of social exclusion), entrepreneurship, professional and geographic mobility will be promoted, career planning and counselling measures facilitating adaptation to the labour market will be promoted, and other relevant measures will be applied. 
Seeking for versatility laid down in the vision of development (i.e. the benefit from the development has to reach all residents of Lithuania), specific attention will be paid to the measures (increasing motivation and self-confidence, social and vocational rehabilitation, etc) that help to cope with social exclusion and promote preparation of various target groups (e.g. disabled people, ex-offenders, rural population, ethic minorities and other groups of socially excluded persons) for the labour market and integration therein.

In promoting attracting retaining people in the labour market, it is essential to constantly search for new innovative solutions and apply them in practice. In 2004–2006, EU EQUAL initiative was provided for the introduction of innovative solutions in the social field. Meanwhile, during the period of 2007–2013, EQUAL principles are planned to be coherently integrated into a common strategy of using support of Structural Funds. These principles are international cooperation, partnership, search for innovative solutions and their consistent introduction in the policy. During further programming of EU assistance, concrete activity groups and initiatives will be determined and encouraged, which provide for the application of EQUAL principles: for instance, in the fields of combining family and work responsibilities, inclusion of groups suffering from social exclusion into the labour market. 
Investment will seek to help by 2013:

1. increase the population employment rate: among population of 15–64 years of age – to 70% (61.2%, 2004), 55–64 years of age – to 52% (47.1%, 2004)

2. increase the labour force activity rate (among population of 15–64 years of age) to 73.5% (69%, 2004)

More active lifelong learning

It is of great importance to qualitatively provide knowledge, abilities and skills, update them regularly, therefore, particular notice will be taken of the system of lifelong learning, and first of all, of the need to further effectively reform that system so that it better meets the needs of an individual and the labour market, as well as improve its contents and the abilities of those working therein. Almost the most important priorities, especially with a view to effectively including young persons into the labour market, remain vocational guidance and adequate provision of occupational main competences corresponding to modern technologies during the teaching process, thus training in sectoral practical training centres, vocational education and training institutions, apprenticeship will be developed, actively involving employers into the teaching/learning process. Another fundamental problem to be solved is participation of older persons in continuing training. For this purpose, flexible, individualised learning forms adjusted to working persons will be introduced, attractiveness of learning will be strengthened by investment into the general quality of teaching services, openness and flexibility of educational establishments will be increased having regard to the market needs, the national qualification system will be developed and quality guarantee systems strengthened. Proper notice will be taken of consolidating accessibility of learning services for most neglected society groups in terms of education and preparation for the labour market: persons with special needs of all age groups, persons in social risk, representatives of the working-class, older persons and residents of rural areas. Great attention shall be paid to maintenance of children and young people with special needs and in social risk, or their returning to the regular education system so that they can acquire a marketable professional qualification, or offer them the alternatives of qualitative informal education, which would effectively help them integrate into the society and the labour market.
Investment will seek to help by 2013:
1. increase the level of lifelong learning to 11% (6.3% 2005);

2. increase the level of study achievements of young people to 90% (85.2%, 2005);

3. reduce the level of early drop out of the educational system to 9% (9.2% 2005).

Development of the labour force of the highest qualification

As was already mentioned, the knowledge society is capable of not only effective application of knowledge; it has to create it. Thus the third main direction is an urgent need to train, upgrade, develop, recruit (return from emigration) specialists of the highest qualification. They would be not only scientists and other researchers but also specialists of the highest qualification participating in economic activities, however, not carrying out any scientific research. This relatively narrow segment of the labour market and its development are very significant for the implementation of the development vision, because without this segment it is hardly possible to strengthen the relation between science and business, promote innovative activities in enterprises, attract foreign direct investment of high and medium-high technologies. Thus increasing involvement of specialists would serve as a basis for further rapid development of the knowledge economy; on the other hand, it is essential to actively relate scientists and other researchers with economic activity: knowledge does not have to be for one’s purposes – it has to help develop the economy. In order such a science and business interrelationship occurs, firstly proper abilities of researchers themselves have to be ensured: not only their scientific knowledge, but also entrepreneurship, other general competences, which would enable them to apply that knowledge in economy. 

The analysis of the current situation and future trends shows that the current human resources in the field of Scientific Research and Experimental Development do not meet the present and future needs because of various problems (small number of researchers, their ageing, brain drain, inadequate qualification), although the demand of workers of high qualification (including researchers) is growing and will grow in the labour market. Therefore, it should be sought to improve the quality and quantity of human resources in the main branches of science (primarily in technological and natural sciences) that are oriented to knowledge-based needs of economy and labour market. The ageing problem of scientists and researchers will be solved not only by improving the quality of studies and learning, but also by encouraging such persons pursuing the career of a researcher and following it (in particular, in business) and by popularizing the culture of scientific researches and innovations in Lithuania.

 Investment will seek to help by 2013:
1. increase the share of researchers (overall number per one thousand of the employed/number in business) to 6.1/15% (5.12/6.6%, 2004);

2. reach the level of 400 pieces of scientific publications per 1 million residents (242 pieces, 2004);

3. increase the share of young researchers (researchers with doctoral degree in age groups under 45 years of age, excluding the business sector) to 50% (38.2%, 2004).

More effective public administration

The public administration sector, i.e. the institutions and public policy, takes on greater and greater significance in modern knowledge economy and knowledge society, because it has to eliminate drawbacks and create favourable conditions for effective functioning of the markets, as well as to promote creation and transfer of knowledge. Effective public administration is an important condition of competitiveness of the knowledge-based economy, therefore, effective functioning of public and municipal authorities and bodies as well as conformity of the qualification and competence of public servants to the changing needs should be ensured. Thus the fourth main field of this priority direction is administrative capacity building and increasing of effectiveness of public administration. The need for transparency and openness in public administration will be also taken into consideration.
Making use of the opportunity to invest the funds of the European Social Fund into this field, during the programming period of 2007–2013, most attention shall be paid to those fields that impose biggest restrictions for social and economic development and fundamental parts of the national reform of public administration. The biggest restrictions of social and economic development in Lithuania are imposed by insufficient amount of expenditure of the public sector diverted to the fields increasing the economic growth, insufficient orientation to the results, as well as remaining restrictions of regulating economic activities, other administrative business burden and the needs of the reform of public policies in the long-term context of sustainability of the state finance and economic growth. 

The Lithuanian Strategy for Public Administration Development until 2010 provides a vision of public administration – the system of public administration that provides better public services and takes into account individuals’ needs, which takes over the EU institutional, administrative and political process experience. The public sector needs a well functioning system of taxes and expenditure oriented to growth and employment. For this purpose, more rational distribution of resources and their effective usage in Lithuania will be sought: supporting various activity management measures on the expenditure side, and the reform of taxes (and social insurance contributions) – on the revenue side. Effectiveness and continuity of expenditure of the public sector (including state investment) will be sought in this field, as well as improvement of the structure of the entire system of public administration and the structure of separate institutions, by eliminating the existing structural problems and aiming at an optimal distribution of functions. 

Furthermore, investment in Lithuania will also concern human resources in public service. Support will be provided to consolidate the abilities of the public service as a system (including support for improving the image of the public service and boosting motivation of public servants with the view of reducing emigration, passing to the private sector and other threats in public service), for the training and upgrading qualification of public servants (in the fields of general and special competences) and other training-related actions. 
Administrative business environment is one of the most important fields of priority actions, where the European Commission invited the EU Member States to take additional actions. Lithuania will seek to increase the quality of regulating economic activities, reduce the administrative burden on business (when implementing the EU better regulation initiative), take other measures for improving the administrative business environment (including fight against corruption). 

Lithuania has acknowledged the need for the public policy and reforms, which may contribute to the social and economic development and long-term sustainability of the state finances, in separate sectors. Therefore, reforms of public policy or public services, which will be introduced and implemented during the new programming period (especially, in the fields of higher education, scientific research and experimental development, state expert and monitoring institutions, health care), will be sought to be supported in Lithuania. Also the conformity of various public services that are provided for business and citizens to their needs will be increased in Lithuania, as well as quality and accessibility (when introducing the “one-window” principle, quality management in the public sector is improved, etc.).

Regardless of the successful transposition of EU directives, the need to build administrative capacity to effectively implement EU public policies remains in Lithuania. This includes Lithuania’s representation in the decision making at the EU level, transposition of the EU acquis and application thereof at the national level (in those fields where the biggest gaps will be established during implementation) and preparation to implement the most important EU initiatives (e.g. the revised Lisbon Strategy) and the provisions of the EU acquis (e.g. a new directive on services).
Moreover, partnership of public and private sector both in terms of demand and supply (in creating mechanisms of consulting the interested groups, strengthening partners’ abilities and supporting their joint actions with public and municipal authorities and bodies) will be promoted. Important notice will be taken of various actions of international cooperation (“twinning” projects, traineeships, reviews by colleagues, etc.), which fulfil the principle of innovative activities and cooperation.
Finally, administrative capacity building in Lithuania will be very significant in obtaining and seeking to effectively use the funds of EU structural assistance for 2007–2013. With the view of effectively assimilating the expanded scope of EU structural assistance, attempts will be made to strengthen the management and control system, ensure quality and efficiency of the planning, monitoring, control, audit, assessment, publicity of EU Structural Funds and the Cohesion Fund assistance, as well as other activities relating to the use of this assistance. These needs will be met with the help of technical aid, which will be separated from the European Social Fund assistance in the field of administrative capacities and effectiveness of public administration.

Investment will seek to help by 2013:
1. increase the residents’ trust in public and municipal authorities and bodies to no less than 40% (35%, 2005).

2. increase the value of the composite indicator on Government Effectiveness (as measured by the World Bank) to 1.25 (0.85, 2005).

3. increase the value of the composite indicator on Regulatory Quality (as measured by the World Bank) to 1.3 (1.13, 2005).

Priority direction 2. Competitive economy

Rapid economic growth during the long-term period may be achieved only by creating, strengthening and maintaining international competitiveness of the country’s economy, because Lithuania, being a small and open economy, is inevitably dependent on successful economic relations with other EU Common Market and third countries. Two most important aims may be indicated under this priority direction. Firstly, there is the aim to modernise the structure of the Lithuanian economy through active development of the sector of high and medium-high technology companies, increase in the added value created in traditional industry branches, as well as creation of exceptional conditions to increase vitality and innovation of the country’s small- and medium-sized industries. All possible means have to be invoked here and the unique national scientific and creative potential used high and medium-high technology areas. Secondly, there is the aim to create an effective physical infrastructure and a good business environment, which would precondition business and society mobility, communication and cooperation of business, science and government. 

This priority direction sets the following three objectives:

1) to increase business productivity, particularly by creating favourable environment for small- and medium-sized enterprises and innovation;

2) to increase the comparative share of high added value business;

3) to make the economic infrastructure more effective.

Increased business productivity, especially by creating favourable environment for small and medium-sized enterprises and innovation
Increasing productivity allows for the growth of the gross domestic product and residents’ income. Increasing productivity is also predetermined by qualified labour force (the first priority direction of this Strategy) and expedient investments, which introduce innovation and knowledge into economic activities, into tangible and intangible assets. Innovations is the result of complex processes involving a lot of participants, which includes the ability of the companies to make use of additional knowledge of other market participants, organisations and institutions. With the view of eliminating the existing inadequacy of the market, the provision of state support for investment into business innovations (for example, support for investment into new production equipment and technologies, support for the introduction of  IT solutions in companies, support for the introduction of the advanced management methods or eco-innovations) is planned. Companies will be encouraged to introduce innovations through modifying and adapting, by supporting not only the acquisition of technologies, but also the introduction of technologies that requires considerable investment, as well as preparation to put innovative products on the market.
Although Lithuania has a functioning market economy, the Lithuanian business environment still has certain drawbacks, therefore, it is necessary to create more favourable conditions for the development of business and innovations and promotion of entrepreneurship, especially among young people. When implementing this task, it is very important to improve general climate, which would create favourable conditions for launching a business and further development of enterprises, as well as strengthen international competitiveness. Beside various regulative and tax measures, which have great impact on the business climate, a very important factor for the business development is the system of encouraging business support and innovations. Therefore, pursuant to this priority direction, investment should be made into the improvement of the innovation and business support system, first of all, small-sized and medium-sized business, promotion of business cooperation and improvement of the financial environment. This will be essentially sought through supporting the improvement of the environment favourable for promoting entrepreneurship and innovation, and through improving the quality of provided services, taking over the best practice of other states, and granting indirect support to enterprises and other persons who plan to start their business (e.g. providing public subsidised services to the business), which determined lesser distortion of the competition. Also, creative business will be promoted, and, in order to strengthen the business-business and business-research bodies partnership, clusterisation, technological partnerships and similar joint initiatives will be supported. Moreover, through development of various measures of financial support for business entities (risk capital funds, start-up capital funds, microcredits, guarantees, partial coverage of interest, etc.), better access to finance will be ensured, especially for those entities that start up a business and introduce innovations, or start up a business or develop it in rural areas.
Having regard to the worldwide tendency of relocation of production and small portion of the production of high (for example Biotechnology, Lasers, Information Technologies) and medium-high technologies in Lithuania, it is essential to attract foreign direct investment to Lithuania that would allow taking over the advanced technologies and modern management knowledge. After the privatisation process is basically completed, the fundamental investment direction of attracting FDI is “green field” investment, which needs a whole set of incentives and preconditions. One of the most important preconditions is adjustment of public territories to attract investment and regeneration of industrial zones in order to ensure necessary supply of industrial zones of national/regional significance and other public territories intended for investment in Lithuania. Furthermore, success of this process is inseparable from timely improvement of legislation related to this field (e.g. taking of property for public needs (repatriation of land for public needs) and guarantee of the strategic link with the territory planning process, also according to the already mentioned aim of the first priority direction of this Strategy – to ensure the necessary supply of the labour force of the highest qualification. 
Moreover, in order to improve the business climate and attract foreign direct investment, other measures will also be used, for instance, improvement of the image of the country’s business environment, active dissemination of information about the Lithuanian priorities in the field of attracting foreign direct investment, etc.
Investment will seek to help by 2013:
1. increase labour productivity to 65% of the EU average (41.7%, 2004)

2. increase exports of products of Lithuanian origin (excluding refined oil products) (sales of products of mining, quarry and manufacturing industries on foreign markets, excluding refined oil products, % of total sales of relevant industries) to 60 % (51.8 % in 2005)
Increased comparative share of high added value business
Growth of the comparative share of high added value business in the economic structure, as well as consolidation of international competitiveness of the country’s economy are impossible without larger and more purposive state and business investment into high quality research and experimental development. International competitiveness of the country’s companies directly depends on their ability to offer new knowledge to the market as soon as possible. It is also important to create “critical mass” in certain sectors of research for creating knowledge necessary for the development of economic competitiveness.
Currently, a certain scientific potential of research bodies and universities available in the state of Lithuania is mainly used to solve global problems, and only a very small share of scientists and researchers work in or for the sake of the industry or other business sectors. Thus, in order to intensify the application of scientific results in business, more attention will be paid to ensure closer cooperation between business and science. The present weak cooperation of Lithuanian enterprises and research bodies and universities is predetermined by several reasons. On the one hand, innovative activities of the Lithuanian enterprises are very passive, there are very few companies pursuing research and experimental development R&D-based innovative activities. On the other hand, training of specialists of highest qualification, scientists and other researchers, development of high and medium-high technologies need a modern scientific research base, which at present is in most cases in critical condition and depreciated. The National Programme Implementing the Lisbon Strategy, Programme for the Development of Higher Technologies (2007-2013) provides for the development of the capacities and potential of the public R&D sector. For this purpose, joint business and science projects will be supported – support for the creation and strengthening of the research base of joint business and scientific research centres, implementation of the projects of scientific research and experimental development are planned under national thematic research and study programmes. Investment into research and development of technologies is of long-term nature and is characterised by great risk, therefore, the sate assumes an important role in their promotion: only a small share of economic operators is able to invest into this field without the state support and help from other funds. For this purpose, growing investment into R&D, transfer of technologies and innovations in business are planned. Eventually, with a view to intensifying the business-science dialogue, transfer of technologies, improvement of the medium of disseminating knowledge and technologies and establishment of new R&D related companies will be actively supported. It is important to highlight the benefit of partnerships of companies and research bodies and the significance of external incentive to join into partnerships of various nature: in this case, it is purposeful to encourage joint initiatives of companies and research bodies, for instance, those related to clusterisation and promotion of technological platforms that are included into the fields of “breakthrough” identified by the providence of economic development.
Investment will seek to solve the cooperation problems integratedly, involving all interested parties. With the view of creating the knowledge economy in Lithuania that would correspond to the European level, the education system and university education have to meet the requirements raised by economic changes. Thus, the state and EU structural assistance resources for research, experimental development and innovation will be concentrated in those fields that are very important to ensure international competitiveness of the Lithuanian business and long lasting economic growth. Particular attention will be devoted to close coordination of the investment of all operational programmes, their complex use in the field of R&D, by coordinating the actions of human resources, infrastructure and cooperation between the business and science sectors. The national thematic programmes in the priority R&D fields, implementation whereof would be financed from the EU Structural Funds, will help to coordinate assistance according to separate priorities financed by the ERDF and ESF, thus ensuring the overall nature of assistance in the field of R&D.
Investment will seek to help by 2013:
1. increase expenditure in R&D, % of the GDP; 2.2% by 2013 (0.76% – 2004);

2. increase the number of applications submitted to the European Patent Office to 30 per 1 million residents (2.6, 2002).

Effective economic infrastructure

The basis for the increase in competitiveness of the Lithuanian economy during the long-term period would be created by an effective economic infrastructure, which would precondition business and society mobility, communication and cooperation. Having regard to the advantages of the country’s geographical situation, the most important in this case is the development of the balanced transport infrastructure network that meets mobility needs and creates favourable conditions for transit. In continuing implementation of the priorities of modernisation of TEN-T network formulated in the 2004–2006 Strategy of the Cohesion Fund, the conditions of communication via various means of transport will be further improved, insufficient land transport connections with other EU Member States and transport networks of third countries in the North-South transport corridor (Via Baltica, Rail Baltica) and East-West transport corridor (IX multimodal transport corridor and the Klaipėda State Seaport) will be developed. Furthermore, investments will go into other objects of road, railway, civil aviation, water transport infrastructure of international and regional significance, as well as safe traffic will be improved and negative impact of transport on the environment will be reduced. Effective interrelation between separate modes of transport will be sought through the development of multimodal transport, and making use of the opportunities created by the initiatives of Motorways of the Sea. This will create the conditions for further increase in the volume of exports of transport services.

Moreover, having regard to Lithuania’s energy dependence on one supplier and the technical status and age of the energy infrastructure, guarantee of reliable and safe energy supply to Lithuanian consumers is very important. Energy supply networks are that critical part of the energy transformation and supply chain, whereupon safe and reliable supply of energy largely depends. Through the development and renewal of electricity, natural gas and district heating supply networks and systems, the plans will be to secure safety and reliability of energy supply and create technical possibilities for Lithuania to integrate into the European Union electricity and natural gas markets. In renewing and developing electricity and district heating supply networks and systems, the advanced modern technologies will be used, which will allow not only increasing safety and reliability of energy supply, but also significantly reducing energy losses, and in the case of natural gas there will be an additional possibility to connect new consumers, which will stimulate business development in separate regions of Lithuania.

Finally, an important basis for the envisaged economic changes is provided by the developed and accessible infrastructure of information and communication technologies (ICT), which allow rapid and cheap spread of information, using it in production and provision of services of public or private sectors. Main attention will be paid to the development of electronic content and ICT infrastructure. Development of the electronic content is understood as development of the state provided public services (e.g. e-government services, e-health services), promotion of electronic democracy, creation of solutions of preserving the Lithuanian language and culture in global information society, as well as promotion of introducing information technologies in business through creation of the environment favourable for the development of electronic business. When developing the ICT infrastructure, key notice will be taken to meeting the needs of broadband connection “last mile”, its accessibility first of all in periphery, non-competitive (i.e. those where the market does not ensure adequate access of broadband connection) territories of the country. It will be also sought to create favourable conditions for the provision of public services after coordinating public information resources (registries, information systems, etc.) and to ensure safety and interoperability of the systems of service provision.
Investment will seek to help by 2013:

1. increase the volume of intermodal carriages in the common goods carriage market by 0.8 percentage points (2005 – 3.2%).

2. reduce losses due to transport accident rate from 2.7% (2005) to 2.2% of the GDP.

3. increase the volume of exports of transport services by 35% (2005, LTL 4 billion).
4. reduce losses of electricity transportation by 2 percentage points (8.3%, 2005), and thermal energy – by 3 percentage points (19.6%, 2005)
5. increase the number of natural gas consumers by 10% (600 000, 2005)
6. create a possibility for all willing residents, small- and medium-sized enterprises to connect to the current broadband communication networks in 98% of the country’s territory 

7. transfer 95% of the main public services into the electronic space (49%, 2004)

Priority direction 3. Life quality and cohesion

Seeking for higher life quality and greater cohesion, which would form the basis for a stable and sustainable economic growth during the long-term period, fundamental changes in three fields are aimed at. Firstly, all necessary preconditions are aimed to be created for strengthening the local development potential and being effectively used in the economic development process. Secondly, there are plans to ensure accessible key public services of high quality first of all in the fields of education, health care, labour market guidance. Finally, an inseparable part of life quality is a better quality of the environment. 

This priority direction sets the following three objectives:

1) to make better use of the local potential;

2) to provide qualitative and accessible public services; 

3) to seek for a better quality of the environment.

Making use of the local potential

A whole set of actions interrelated by one aim – to promote an effective use of the local potential in the economic development process – is to be implemented. In this case, the local potential would include such fundamental factors identified in the SWOT analysis as a rich natural, cultural and historic potential, even arrangement of cities, and human resources engaged in the agricultural activities concentrated in rural areas, which are one of the key reserves of free labour force. Besides, a harmonious, full and healthy environment is to be ensured for an individual to work and live in (concerning the latter aspect, warm, ecological and qualitative housing is also important). Adaptation of natural and cultural values and natural resources combined with their preservation will also create favourable conditions for the development of cognitive tourism, and contribute to further development of urban and rural areas.
An important field in Lithuania, which makes the local development potential, is heritage and natural resources. Lithuania has wealthy cultural heritage, distinctive ethnocultural traditions, historic and ethnic relations with other countries and professional art. However, the heritage objects are often in bad condition and are not adapted to tourism or public needs. Of more than 10000 objects of cultural heritage, only about 3% are used for tourism. Therefore, adaptation of nature and cultural heritage and natural resources to tourism and public needs will allow creating the conditions and expanding the activity areas of cultural tourism, active rest and wellness, ecological tourism, business (conference) tourism, in this way stimulating development of the regions. Objects of cultural heritage adapted to tourism form new tourist attraction centres, which increase tourist flows, attract private investment to the regions, encourage creation of new tourist services and workplaces, thus increasing income from tourism and influence formation of local communities. Tourism, as a labour-intensive business sector, helps to absorb the labour force, which is disengaged due to the ongoing restructurisation of the economy (especially women), and preconditions realisation of the ideas of young people, and establishment of businesses in the regions. Support for adaptation of cultural objects to tourism will be provided according to formed national tourism routes. Furthermore, development of the public tourism infrastructure will be promoted by using and adapting natural resources to active rest, entertainment and wellness, with a view to reducing influence of seasonality on usage of tourism products and public services, widening the assortment of active rest, wellness and entertainment, in this way encouraging attraction of tourists with higher income to Lithuania. Important notice will also be taken to the development of dissemination of tourist information, services of tourism promotion and marketing in order to improve the image of Lithuania as a country of tourism.

With the view of promoting entrepreneurship of tourism services providers, strengthening their competitiveness and preconditioning passing to tourism products and services of higher added value, assistance is rendered for improvement of the supply of tourism services in the formed national tourism routes: creation and development of conference and entertainment objects (including sports objects of national significance), tourist-class accommodation services, various leisure activity services. The aims include expanding the diversity of tourism products, developing the current and creating new tourist attraction centres, making as much use of the available infrastructure and supplementing it by new services.
With the view of making effective use of the local development potential, investment into measures that will help to solve typical problems of urban and rural areas by renewing and including those areas into the economic activities have been foreseen. For this purpose, a development potential of economic growth centres, as defined in the Strategy of the Lithuanian Regional Policy until 2013, will be strengthened. In order to retain labour force, in particular young people, in the regions, it is essential to create an infrastructure that would guarantee at least a minimum quality of living environment. Attempt will be made to reduce differences in living environment and quality of it between the main cities of the country and smaller towns: investment has been set forth into the development of infrastructure meeting the needs of the city or town community (e.g. cultural, recreational or sports), development of infrastructure of modern communication systems and streets, revival of impoverished or unused urbanised areas. Secondly, other investment is stipulated for solving typical urban problems, if their certain parts/districts become the sources of increasing crime rate, social isolation, pollution. In this case, support to society-involving and civic initiative-promoting projects have been stipulated. Important action will be taken in improvement of housing conditions in problem territories, as defined by the Government of the Republic of Lithuania – this is an important factor, which promotes social-economic as well as territorial cohesion. Such investment into housing will not be done alone but shall be combined with other social, economic and environmental improvements within an integrated development plan for the problem territory (municipality). Areas selected shall furthermore comply with at least three of the ten criteria of Article 47 of the Implementing Regulation. Improvement of living environment and quality will not only help retain the current human resources, implement emigration prevention measures, but it will also be a long-term investment in order to attract the labour force of high qualification, in this way promoting the growth of smaller towns and business competitiveness. 

Because of the need to reduce great dependence on agricultural economic activities and reduce differences in life quality between urban and rural areas, aims have been established to create the conditions for more active passing of persons engaged in agriculture to the economic activities not related with agriculture, to increase overall entrepreneurship of rural residents. The key aim of village diversification is to precondition the creation of new workplaces in non-agricultural activities in rural areas, at the same time improving public infrastructure of rural areas developed for promotion of residents’ entrepreneurship and increasing employment. Like in small towns, investment has been stipulated into improvement of life quality through development of public infrastructure used when providing essential services for economy and residents in rural areas, also to other measures that help to reduce exclusion of rural areas and strengthen relations between the said and urban areas. Moreover, both in urban and in rural areas, with the view of promoting social integration, diverse social infrastructure will be developed (including the system of professional rehabilitation of the disabled) and it will promote integration of the disabled and groups of social exclusion into the labour market and the society.

Amount of the funds of the European Union Structural Funds is supplemented by the European Agricultural Fund for Rural Development, with the help whereof the issues of the competitiveness of agriculture and forestry and structural rural problems, as well as rural development issues maintaining the income level of farmers and rural residents are solved, and the European Fisheries Fund for modernisation of the Lithuanian fishing fleet, balancing with the current resources, improvement of fishermen’s working conditions and the production quality, modernisation of aquaculture and fish processing industry in order to increase the competitiveness of the fishery sector, maintenance of the economic and social prosperity of fisheries areas, promotion of quality of the coastal environment. Thereby the support of the Structural Funds will also compliment the EFF support and thus will contribute to the development of fisheries sector and welfare of communities depending upon fisheries. 
Investment will seek to help by 2013:

1. Increase revenue from inbound tourism by 50% (LTL 2562 million, 2005)

2. improve the net migration of regional centres of economic growth (the ratio of immigrants and emigrants) (-2409, 2004)

3. reduce the share of rural residents engaged in agriculture and forestry to 10% (13.9%, 2005)

Qualitative and accessible public services

With a view to ensuring accessible essential general interest public services of high quality, first of all attention will be concentrated on the fields of health, education and social services. Qualitative and accessible health, education or labour market services are an inseparable part of creating productive labour force, which would be able to create the knowledge society and participate therein. 

Seeking for optimisation and modernisation of the network of educational institutions, adequate support will be provided for the reform and optimisation of the educational (from preschool education to higher education inclusive) system and development of their infrastructure and measures in order to improve the quality of provided services, conformity to the new competence requirements and accessibility of these services for all social groups. This would have to determine higher qualification of employed persons and those entering the labour market, as well as higher employment level, which will in turn determine the growth of labour productivity (and wages) and development of the country’s economy. These factors will have significant influence on higher life quality and cohesion. In order to create the conditions for the implementation of the first priority direction of this Strategy, support will be given for the development of institutions implementing the state employment support policy, reform, optimisation and modernisation of vocational training network. Investment will be made into infrastructure, which would precondition the increase of quality and effectiveness of provided services and better accessibility of the services for all Lithuanian population. Proper fulfilment of this objective will precondition effective implementation of the first priority direction of this Strategy, and during its implementation the same quantitative objectives will be sought like in the first direction. Also investment will be provided to the development of the network of non-institutional social services, thus increasing the quality and accessibility of this network. In turn, qualitative non-institutional social services would contribute to implementing prevention of social exclusion problems, increasing social inclusion, encouraging economically inactive persons integrate into the labour market. Support will be rendered for the development of services of professional rehabilitation of the disabled and other services for the disabled in order to help persons with disability get more actively involved into the public life, acquire qualification suitable for the labour market, increase employment of these persons and reduce the risk of social exclusion.

The main Lithuanian health indicators are improving, however, the ageing population and structure of morbidity determine significant losses of the human capital. Improvement of quality and accessibility of public services in the field of health care will precondition the expanding duration of healthy life and reducing losses of working days, thus making better use of the local potential. The duration of healthy life is shortening and most working days are lost mostly due to chronic non-infectious diseases (cardiovascular, oncological), also due to mental disorders, traumas and other external causes. Cardiovascular, oncological diseases and traumas are also the main causes of mortality of persons of working age. With the view of reducing negative impact of these health disorders on the capacity to work of the society members, investment will be made into modernisation of the infrastructure of health care services and improvement of the quality and access of services (preventive medicine, diagnostics and modern treatment). Diseases that will be diagnosed earlier and more precisely will have less long-term negative consequences, a person will remain capable to work for a longer period of time, and by giving modern treatment in the case of a disease a person will be able to return to work sooner. All this will undoubtedly have positive impact on productivity of the labour force in the country. With a view to improving quality and accessibility of health care services, the national reform of the health care sector also has to be continued seeking for two aims complementing one another: the first aim is to increase effectiveness of the health care sector, ensure the quality of provided services through introduction of modern medicine technologies in health care establishments where medical specialists of the highest qualification are employed; and the other aim is to optimise the coverage and structure of the network of health care establishments, coordinate it with the need of health care services and quality requirements by guaranteeing accessibility of health care services in the entire country, especially in rural and remote areas. When optimising the network of health care establishments, a sustainable health care system from the financial and economic aspects will be created and it will provide qualitative and accessible health care services; however, at the same time it should not make insubstantially big pressure by the costs necessary for its maintenance during the long-term period to the state’s finance, thus macroeconomic stability of the state. 

Success of these investment directions depends on the effectively functioning system of training and upgrading qualification of the health care specialists. The most advanced diagnostic equipment, introduction of new technologies will require a lot of efforts in training necessary specialists and improving the skills of the present specialists. This is closely related to investment pursuant to the first priority direction of the Strategy “Productive human resources for the knowledge society”.

Guarantee of the healthy labour force is one of the fundamental directions both in developing productivity of the labour force, eliminating obstacles for a more rapid economic development in the country, and in promoting social cohesion. A healthy and capable to work person is the biggest value of the state, because increase in the human capital capable to work is requisite for the economic growth.

When granting support to the development of qualitative and accessible public services, investment has been provided into infrastructure; however, quality of public services is determined also by the competence, abilities of persons, providing, services, as well as the content of the very services. Therefore, this investment is directly related to assistance, which will be granted when implementing the first priority direction of this Strategy “Productive human resources for the knowledge society”, according to which investment will be made in order to consolidate human resources in sectors providing public services, including education, research, state employment support services, non-institutional social services, and health protection.
Meanwhile, when investing into infrastructure, important notice will be taken of continuity of the created infrastructure in order to avoid additional pressure on the state budget in the future, after this Strategy is implemented. Due to this reason, during investment possible fund sources to cover the costs of the created infrastructure will be evaluated after EU structural assistance is used, and investment will be made having regard to a common aim of modernisation of each sector of public services and network optimisation: to improve effectiveness and quality, reduce expenditure of the network, attract as diverse funding sources.

Investment will seek to help by 2013:

1. reach 88% of the gross learning scope among persons of 5–24 years of age (84%, 2005).

2. reach the expansion of the average life expectancy to 73 years of age (72 years of age, 2004)

3. stabilise mortality of persons under 65 years of age of cardiovascular diseases (3460 cases in the group of 45–64 years of age, 2004), reduce mortality of this age group of malignant tumours by 2 per cent (231.7 cases per 100000 residents, 2004) and reduce mortality of external death causes by 3 per cent (147.8 cases per 100000 residents, 2004)

Better quality of the environment

An important aspect of the sought life quality that preconditions long-term sustainable economic development is improvement of the quality of the environment and rational use of natural resources. 

With the view of restoring and maintaining a good status of water resources and ensuring safe and balanced usage thereof that would meet public needs, implementation of the provisions of the Water Framework Directive 2000/60/EC and other directives regulating water preservation and usage is necessary. When implementing the requirements of the Directive 91/271/EEC on Urban Waste Water Treatment and the Directive 98/83/EC on the Quality of Water Intended for Human Consumption, development of water supply and waste water management economy provided in the Strategy of the Cohesion Fund will be continued. Successful implementation of the said strategy will ensure that since 2008 waste water from all agglomerations of more than 10000 p.e. will be properly treated, and since 2010 all other conditions for the implementation of the Urban Waste Water Treatment Directive of the transition period granted to Lithuania will be fully implemented. However, pollution reducing measures will not suffice in order to achieve a good condition of waters. It is essential to eliminate the consequences of the past impact and create an effective system of managing water resources. Management and treatment of polluted territories will also help improving the quality of ground water and reducing threat for people’s health. 

With the view of improving effectiveness of the systems of managing municipal waste, with the help of the Cohesion Fund ten regional systems of managing municipal waste are being created in Lithuania. Development of these systems should be continued, because this will not only guarantee safe and environment-harmless waste disposal and implementation of the requirements of the Directive 1999/31/EC on the Landfill of Waste, but also contribute to the implementation of the provisions of other EU legislation regulating waste management (Directive 94/62/EC on Packaging and Packaging Waste, Directive 2002/96/EC on Waste Electrical and Electronic Equipment, etc.). Investment into management of biodegradable waste through introducing modern technologies of biogas production, incineration of municipal waste or other technologies and a relevant infrastructure of waste collection will help ensure the integrated approach to waste management reflecting the EU political goals. It will be sought that the growth of accumulation of industrial waste continues to be rather lower than the growth of GDP, and that the accumulated waste is processed and used for energy production and only in exceptional cases it is disposed of in safely established controlled landfills. Great attention will further be paid to management of hazardous waste accumulated in the past seeking that by 2013 all such waste is safely treated.

With the view of fulfilling the requirements of the Habitats Directive 92/43/EEC and reaching the area of preserved territories provided for in the National Strategy on Sustainable Development – 17% of the country’s territory – it is essential to keep on developing the ecologic network Natura 2000 territories and establishing territories important for the habitats protection. Regulation of visitors’ flows and creation of a proper infrastructure for the visitors will allow reducing a negative impact of recreational activities on the protected territories and therein protected species. In order to reduce the damage done by intensive economic activities for valuable and picturesque landscape complexes, to increase recreational potential of the protected territories, it is essential to restore affected territories and manage derelict and unused buildings. With a view of ensuring stable condition of the shore of the Baltic Sea in Lithuania, integrated management of coastal zones is to be implemented.
In Lithuania, the rates of developing the systems of environment monitoring and pollution control are insufficient, as compared to the development of economic activities and constantly increasing requirements for the protection of environment. Thus it is necessary to renew as soon as possible the present and introduce modern measures of monitoring and pollution control, seek for accreditation of the environment analytical control laboratories. A very significant role in guaranteeing better quality of the environment and rational use of natural resources is played by proper information and education of the society, as well as by a common information management system in the field of preservation of the environment.

Respective aims will be sought when investing into increasing the energy efficiency and wider use of renewable energy resources in Lithuania. So far the Lithuanian economy has been using relatively little energy; however, it has done this very inefficiently thus becoming very sensitive to external fluctuations in the prices and availability of energy resources. Efficiency of energy production and consumption, including the public sector, will be stimulated thus contributing to the said aim to improve the quality of environment because introduction of the measures increasing the efficiency of energy production and consumption would reduce the use of imported fuel and pollution of the environment. Moreover, through increasing the share of renewable energy resources in the balance of primary energy, the problems of the energy supply safety and environment are expected to be solved. It will also be sought to reduce one of the most sensitive air pollution problems in Lithuania. After the Ignalina Nuclear Power Plant is decommissioned in 2009, the main load of electricity production will fall on thermal power stations that use oil products and natural gas, which will inevitably result in emission of greenhouse gas and pollutants. Thus, fulfilment of the requirements of the Large Combustion Plants Directive 2001/80/EC and reduction of air pollution will be guaranteed by the investment into introduction of modern treatment plants of the pollutants released into the air in the major energy objects that use fossil fuel, whereof pollutants released into the air make about 60 per cent in the energy sector. It is planned that granting financing from the funds intended for preservation of the environment of the Cohesion Fund the requirements of the said directive will be met in three largest objects by the end of the transition period, i.e. 2015. Renewal of public transport and wider usage of engineless transport will also create the possibilities to reduce the use of private automobiles, reduce the street load and traffic jams, as well as air pollution and negative impact on human health.

Investment will seek to help by 2013:

1. reach that in all settlements with more than 500 inhabitants waste water is collected centrally and treated to the established norms before discharging into bodies of water, and qualitative services of centralised supply of water intended for human consumption meeting the norms are provided (115 settlements, 2006)

2. increase the area of protected territories to 17% (about 15%, 2005)

3. increase the use of renewable energy resources by 20 per cent (750 kt o. e., 2005)
2.3. GENERAL (horizontal level) AREAS 

The three presented priority directions of the Strategy reflect the major investment directions with a lot of points of contact. Four general (horizontal level) areas are one of such them connecting aspects: information society, sustainable development, equal opportunities and regional development. These areas are characteristic of all three priority directions and will be relevant during their implementation. It should be noted that the said areas are important not only for EU structural assistance: pursuant to the Resolution of the Government of the Republic of Lithuania on the Strategic Goals (Priorities) of the Government of the Republic of Lithuania, similar principles are applied when drafting strategic plans and budget programmes, implementation whereof is funded from the state budget. For this purpose, formulation of four horizontal priorities of the implementation of this National Strategy is presented below.

Unlike in the case of the above formulated priority directions and them elaborating investment fields, the below horizontal priorities do not have such detailed quantitatively defined aims. This is firstly preconditioned by the horizontal nature of these priorities, which determines that in separate fields of investment the efforts to actively introduce these horizontal issues will result in differently defined and measured results and impact. This does not mean that the latter consequences will not be measured: in each operational programme, these horizontal priorities must be integrated into a common system of the indicators of the implementation supervision of that operational programme. This will ensure that while implementing separate operational programmes supervision of the implementation of these horizontal priorities could be performed.

Information society

Seeking for the knowledge society, a very important aspect is rapid and cheap spread of knowledge in the society, which is best preconditioned by efficient use of information and communication technologies (ICT). Such development of the information society is related to many sectors, i.e. its processes make an important part of different sectors – education and science, industry, small- and medium-sized enterprises, transport, agriculture, health care, national defence, etc. Such a nature of development of the information society determines large possible investments into this area. Through development of the information society, public administration institutions will enhance the e-governance possibilities, residents and business will be provided with public services of new type based on ICT, preconditions for modernisation of the activities of the Government and Government bodies and the increase of transparency of public administration procedures will be created. Development of the information society will support the efforts to preserve the Lithuanian cultural identity: the conditions will be created for the Lithuanian users to use ICT adapted to the Lithuanian environment and find comprehensive information resources on the Internet in the official language, data of the Lithuanian cultural heritage will be stored in digital media.
The information society will play an important role in helping to reach the goals of this Strategy related to the improvement of the educational and vocational training system, fostering of the lifelong learning culture, improvement of accessibility of services (educational and other) for the residents of peripheral areas and the disabled. Thus the main goal in developing the information society is to increase the general level of using ICT, and reduce digital divide. This can be achieved by coordinated investment under all three priority directions of this Strategy: the first will contribute to the development of general competences, also in modernising public administration and provision of public services; the second will help to transfer these services into the electronic medium, also to develop a common ICT infrastructure and encourage to more actively use the ICT potential in business; and finally, the third one will stimulate to efficiently use the ICT potential in modernising health, education and other fundamental public systems.

Investment will seek to help by 2013 achieve 70 % of Internet users in Lithuania (30%, 2005).
Sustainable development

Sustainable development is understood as coordination of the aims of economy, social development and environmental protection, taking notice of their multiple interdependence and the expected outcomes of the implementation. Sustainable development determines flexible, knowledge-based economy, democracy, justice and social cohesion, environmental protection and wise use of resources – in order to create long-term conditions for improvement of the human life quality and progress of the society. 
The forecasted rapid growth of the Lithuanian economy and other changes of large scale that should occur in Lithuania in the nearest future will undoubtedly affect the environment (increasing the use of environmental resources and possible environment pollution) and social conditions. Therefore, it is very important to maintain temperate and harmonious development of separate economic sectors or regions. The use of EU structural assistance for 2007–2013 should contribute to the aims of the Lithuanian sustainable development provided for in this Strategy and other strategic documents, and to the implementation of and compliance with the EU requirements and other international agreements. Particular notice should be taken of the priorities of the Lithuanian sustainable development formulated in the National Strategy on Sustainable Development. This strategy is marked in the Strategic Planning Methodology of the Republic of Lithuania as a long-term strategic planning document, which has to be taken into account when drafting the activity plans of the economic branch (sector) and institution. When implementing this Strategy, efforts will be made to achieve the average of some Member States of EU-15 according to the indicators of ecological efficiency with the aim that, with the rapid growth of the country’s economy, the use of natural resources increases doubly slower than production and services.

In order to ensure integration of this horizontal priority, issues regarding sustainable development will be monitored and evaluated in the operational programmes. Monitoring of sustainable development will be performed by the Monitoring Committee. Integration of environmental issues will also be ensured during the decision-making process.
Investment will seek to help by 2013 reduce the primary energy intensity of the country by 10% (132 kg o. e./1000 LTL at constant 2000 prices, 2005) 

Equal opportunities

Progress has been made in Lithuania concerning the establishment of equal opportunities of men and women. However, a lot of indicators of the labour market (unemployment level, poverty level, vertical and horizontal segregation of the labour market, remuneration for work) show that the situation of men and women differs in practice. Inequality may get even stronger having regard to the deepening economic integration in the world, which is in turn more favourable to the more flexible and mobile labour force. This creates a lot of difficulties for women who are often forced to choose between children and their career. Even deeper and difficult to solve a problem is the stereotypes of gender roles deeply rooted in the society, which develop in the family, are formed by the mass media and are insufficiently solved in the education system. 
As already highlighted in the very vision of the development, implementation of this Strategy will seek to ensure equal opportunities for all individuals, firstly, for socially excluded groups, to use new opportunities provided by the development: an opportunity to use physical infrastructure, participate in the educational and training activities, improve the skills and acquire new ones, receive other direct or indirect assistance seeking to remain or become active participants of economic and social life. Establishment of gender equality will be used as a means to bring into effect equal opportunities of men and women, as well as other traditionally discriminated social groups in all supported fields. This may be achieved not only by compliance with the principle of equal opportunities in investing according to all three priority directions of this Strategy, but also by active efforts supported by them to improve the present situation, for example, through developing flexible forms of work, promoting women’s entrepreneurship, improving regulation of implementation of and compliance with the principle of equal opportunities. 

Investment will seek to help by 2013 increase the female employment rate to 61.5% (59.4%, 2005)
Regional aspect of the development strategy

The regional aspect of the development strategy is integrated into the general development vision and strategy, which will have a strong regional impact during its implementation. Due to relatively big and growing disparity of development of separate regions Lithuania has a long lasting need to reduce disparities in the development of the regions, which should be met by using the 2007–2013 EU structural assistance in complex manner. With a view to reducing differences between large cities and other regional centres, between urban and rural areas, implementation of this Strategy will be based on the activity directions formulated in the Lithuanian national regional development policy: strengthen five regional economic growth centres (and two sub-centres with great potential) and pay additional attention to the development of the established problem territories (municipalities). The Lithuanian Strategy on Regional Policy by 2013 indicates five regional centres (Alytus, Marijampolė, Tauragė, Telšiai and Utena with the surrounding territories), and from 2007 – 2 additional regional centres (Mažeikiai and Visaginas with the surrounding territories), which will be developed in order to increase economic and social cohesion during the long-term period, whereas the problem territories are defined by the Government of the Republic of Lithuania.
This Strategy distinguishes separate Urban type (vertical level) investment directions, which would be oriented exceptionally to, the economic growth centres and problem territories. Moreover, when investing according to all priority directions of this Strategy particular attention will be paid to the development of the said regional economic growth centres and problem territories. Such attribution of priority significance to the investment in these territories will allow achieving that investment reaches the least developed areas, as well as contributing to the need emphasized in the Community Strategic Guidelines to promote a more balanced, polycentric development, including the development of connections between economically strongest cities and other smaller towns. At the same time such distinguishing of priority territories will precondition a more active development of connections between urban and rural areas because the distinguished regional economic growth centres will have positive impact on the larger territory, including more peripheral rural areas. Thus, when formulating the strategies, priorities of the operational programmes, and later when establishing the project selection criteria, it will be obligatory to take into consideration the needs of regional economic growth centres and problem territories, combining therewith the planned stimulating measures of the development of economic sectors.

The regional aspect of the development strategy will also be ensured by the fact that when implementing the operational programmes drafted pursuant to this Strategy, investment under the competence of local self-governance will be supported following the principle of subsidiarity (through transferring a part of functions – initial project selection and formation of the investment portfolio – to regional institutions), the principle of proportionality (through establishing the volume of investment for the development of separate regions according to clearly defined criteria), as well as the principle of publicity. Thus, local and regional partners will get actively involved into the investment planning and implementation process, as well as help to focus this investment in such a way that it best satisfies local needs and the potential thus contributing more efficiently to the implementation of this Strategy and goals of the operational programmes drafted on its basis. 

Investment will seek to help by 2013 achieve that the gap between the level of development of the poorest regions and the Lithuanian average does not increase.

3. CONFORMITY TO EU AND LITHUANIAN STRATEGIC DOCUMENTS

EU strategic documents

This Strategy has been coherently harmonised with various EU and Lithuanian strategic documents. Firstly, this is the Lisbon Strategy revised in spring 2005 meeting of the European Council, which, in order to turn Europe into a dynamic and competitive area attractive to invest and work in, pays more attention to the economic growth and establishment of workplaces. When creating the knowledge economy and society stimulating the economic development, knowledge must be converted into the added value, thus the Lisbon Strategy identifies several important factors encompassing knowledge and education, as well as innovations and technology development, which are a fundamental issue in the Strategy. Seeking for the economic development and economic growth, the necessity to promote lifelong learning, create better conditions for the development of small- and medium-sized enterprises, pay more attention to environmental protection is also stressed. Concerning the social cohesion, the priority fields are promotion of employment, establishment of workplaces and improvement of their quality, increasing investment into human resources, modernisation of social security, reduction of social exclusion, creation of the even ICT network. All these goals and priorities identified in the revised Lisbon Strategy have been laid down in the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 and its priorities.

In order to implement the Lisbon Strategy, the Integrated Guidelines for Growth and Jobs (2005–2008) have been drafted and approved, which provide for the activity directions in the fields of macroeconomics, microeconomics and employment. Referring to these Guidelines, Lithuania has drafted the National Programme Implementing the Lisbon Strategy. The National Programme sets forth the national priorities, aims and objectives, as well as measures. In order to achieve the aims and accomplish the objectives, the following national priorities of the Programme have been set:

1) to maintain rapid growth of the economy and macroeconomic stability and seek for full-fledged membership of the Economic and Monetary Union;

2) to encourage competitiveness of the Lithuanian enterprises;
3) to promote employment and investment into the human capital. 

The preparation process of the Lithuanian Strategy on Structural Assistance for 2007–2013 has been coordinated with the priorities, aims and objectives, as well as specific measures, implementation whereof needs the assistance of EU Structural Funds (the definition of necessary financing sources provided in the National Programme Implementing the Lisbon Strategy includes the assistance of EU Structural Funds for the periods of 2004–2006 and 2007–2013), of the National Programme Implementing the Lisbon Strategy. In further drawing up of the operational programmes funded from EU structural assistance notice will be taken of the respective provisions of the National Programme Implementing the Lisbon Strategy in various fields. Since the latter Programme is of wider scope (it includes not only investment, but also administrative and other measures), it partially forms  the environment of programming EU structural assistance for 2007–2013, the changes whereof would create more favourable conditions to efficiently use the investment of the EU Structural Funds in various fields. 

This Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 has been also harmonised with the project of the Community Strategic Guidelines “Cohesion Policy in Support of Growth and Jobs” (2007–2013). It has been provided for the Member States and regions, which will receive support of the EU Structural Funds under the new Convergence objective, that the most important objective will be to stimulate the potential of economic growth so that a high norm of economic growth is maintained or reached. This is necessary because of the nature of unprecedented increase in development disparities after the efforts of the EU enlargement and the long-term period, which are necessary to reduce these disparities. Thus, the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 pays most attention to promote the economic growth through concentration of the investment on certain fields of “breakthrough”: scientific research and innovations and education.

The proposed priorities and priority directions of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 are in total compliance with general and specific guidelines of the said project of the Community Strategic Guidelines. During harmonisation regard has been paid to the results of the strategic analysis of the current situation and trends, SWOT (strengths, weaknesses, opportunities and threats) analysis, analysis of disparity and structural indicators, which also had great impact on the selection of proper investment for the programming period of 2007–2013. When harmonising the contents of this Strategy with the Community Strategic Guidelines, regard has also been paid to the national investment needs typical of Lithuania as a relatively poor EU Member State. 

National strategic documents

Lithuania has been currently seeking for the aims of the Lisbon Strategy through the implementation of the National Long-term Development Strategy (until 2015) approved by Resolution No IX-1187 of 12 November 2002 of the Seimas of the Republic of Lithuania, as well as the Lithuanian Long-term Strategy of the Economic Development until 2015 and the National Programme Implementing the Lisbon Strategy approved by Resolution No 853 of 12 June 2002 of the Government of the Republic of Lithuania. Thus, the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 is coherently harmonised with the said strategic documents and their priorities. 

The priorities of the National Long-term Development Strategy are the following: 
1. Knowledge society (it includes the directions of science and education, population competence, general government and self-management, culture).

2. Competitive economy (it includes the directions of industry and business, energy, transport and transit, knowledge economy and electronic business, rural and agricultural development, finance policy, regional development and tourism). 

3. Safe society (it includes the directions of environmental protection, national defence, public safety, social security, health care, foreign policy and legislation).

The priorities of this Strategy (knowledge society, competitive economy, life quality and social cohesion) fully correspond to the priorities of the National Long-term Development Strategy. However, since the priority of the Lithuanian National Long-term Development Strategy (“Safe society”) includes certain fields that will be financed not only by the funds of EU structural assistance (national defence, public safety, foreign policy and legislation and partially social security), the third priority of the Strategy (life quality and social cohesion) is of narrower scope. Still, it should be noted that the implementation of the National Long-term Development Strategy (including the priority of safe society, which less corresponds to the contents of the National Strategy) uses not only support of the EU Structural Funds, but also other EU and national fund sources. 

Furthermore, the priorities of this Strategy have been harmonised with other national long-term strategic documents (the General Plan of the Territory of the Republic of Lithuania, the National Strategy on Sustainable Development, the Strategy on Regional Policy until 2013 and the strategies of various sectors). Moreover, when drawing up separate operational programmes, implementation whereof will be financed from the funds of EU structural assistance for 2007–2013, their contents will be harmonised not only with this Strategy and the said directions of the National Long-term Development Strategy (on the lower level) but also with separate national strategies of various fields, including the Lithuanian National Plan of the Fishery Sector for 2007–2013. 

4. PROVISIONS OF IMPLEMENTATION OF THE LITHUANIAN STRATEGY FOR THE USE OF EU STRUCTURAL ASSISTANCE FOR 2007–2013
4.1. LIST AND DESCRIPTION OF THE OPERATIONAL PROGRAMMES
This national general Strategy will be implemented through four operational programmes:
1. The operational programme of the development of human resources.

2. The operational programme of the economic growth.

3. The operational programme of the cohesion promotion.
4. The operational programme for technical assistance.
The operational programme of the development of human resources
This operational programme corresponds to the first priority of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 “Productive human resources for the knowledge society”. Implementation of this programme will be co-financed from the European Social Fund. When implementing the programme of the development of human resources, efforts will be made to attract and retain people in the labour market, promote more active lifelong learning, develop the labour force of the highest qualification and improve public administration.

13,8 % of the structural assistance will be allocated for this programme under the Convergence objective. The programme is co-financed from the European Social Fund.

The operational programme of the economic growth
This operational programme corresponds to the second priority of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 “Competitive economy”. The operational programme will be co-financed from the funds of the European Regional Development Fund and the Cohesion Fund (for transport). When implementing the operational programme of economic growth, efforts will be made to increase the business comparative share of high added value in the Lithuanian economy, create favourable conditions for small- and medium-sized business and innovations and make the economic infrastructure more effective.
45,7 % of the structural assistance will be allocated for this programme under the Convergence objective. The programme is financed from the European Regional Development Fund and the Cohesion Fund.

The operational programme of the cohesion promotion
This operational programme corresponds to the third priority of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013 “Life quality and cohesion”. The operational programme will be co-financed from the funds of the European Regional Development Fund and the Cohesion Fund (for environmental protection). When implementing the operational programme of the cohesion promotion, efforts will be made to make better use of the local potential, provide qualitative and accessible public services, preserve and improve the quality of environment. 

39,1 % of the structural assistance will be allocated for this programme under the Convergence objective. The programme is financed from the European Regional Development Fund and the Cohesion Fund.

The operational programme for technical assistance
Lithuania will maintain a centralised coordination system to deal with the EU structural assistance and the tasks resulting from that will be financed by the Operational Programme for Technical Assistance. This Operational Programme will finance horizontal activities, related to all thematic Operational programs, such as coordination and monitoring of structural assistance, tasks to be performed by the Coordinator, managing, certifying and audit authorities as well as capacity and competency strengthening, the Monitoring Committee activities, development and maintenance of computerised information system, and other activities and expenditures related to the whole administration system. Also the Operational Programme for Technical assistance will finance publicity, evaluation activities related to strategic and horizontal themes. Meanwhile the technical assistance, planned in each thematic Operational programs, will address mainly management tasks and finance activities and expenditures which are Operational Program-specific (such as costs of intermediate bodies responsible for some Operational program priority functions, ongoing evaluation or information actions, and so on). In this way the Technical Assistance Operational program and Technical assistance priorities foreseen under each thematic Operational program will supplement each other.

The programme will be co-financed from the European Social Fund. 1.4 percent of the EU structural assistance under the convergence objective will be allocated for this programme, while in total, including allocations for technical assistance priority axes of three thematic operational programmes, the allocation for technical assistance is equal to 3 percent of the EU structural assistance under the convergence objective.  
4.2. FINANCING PLAN

	The Financing Plan of the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013
	

	Operational 

programme
	Fund
	EU structural assistance (EUR million)

	
	
	Total
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	ESF

	Development of 

human resources
	ESF
	935.018.009
	117.398.982
	118.920.478
	121.407.777
	129.335.299
	139.720.757
	148.532.819
	159.701.897

	Technical assistance 
	ESF
	93.288.718
	11.713.144
	11.864.947
	12.113.110
	12.904.055
	13.940.235
	14.819.432
	15.933.795

	ERDF and the Cohesion Fund

	Economic growth
	ERDF +                     Cohesion Fund
	3.098.853.525
	341.188.962
	372.916.036
	406.039.015
	439.634.981
	474.691.609
	513.024.864
	551.358.058

	 
	ERDF
	1.966.562.132
	246.917.589
	250.117.652
	255.349.026
	272.022.462
	293.865.516
	312.399.348
	335.890.539

	 
	Cohesion Fund
	1.132.291.393
	94.271.373
	122.798.384
	150.689.989
	167.612.519
	180.826.093
	200.625.516
	215.467.519

	Cohesion promotion
	ERDF +                    Cohesion Fund
	2.648.332.571
	282.902.803
	314.854.833
	347.672.610
	377.711.747
	407.787.205
	442.202.263
	475.201.110

	 
	ERDF
	1.475.388.221
	185.246.780
	187.647.587
	191.572.358
	204.081.391
	220.468.865
	234.373.637
	251.997.603

	 
	Cohesion Fund
	1.172.944.350
	97.656.023
	127.207.246
	156.100.252
	173.630.356
	187.318.340
	207.828.626
	223.203.507

	TOTAL

	Total (ESF + ERDF 

+ Cohesion Fund)
	
	6.775.492.823
	753.203.891
	818.556.294
	887.232.512
	959.586.082
	1.036.139.806
	1.118.579.378
	1.202.194.860

	Total ESF
	 
	1.028.306.727
	129.112.126
	130.785.425
	133.520.887
	142.239.354
	153.660.992
	163.352.251
	175.635.692

	Total ERDF
	 
	3.441.950.353
	432.164.369
	437.765.239
	446.921.384
	476.103.853
	514.334.381
	546.772.985
	587.888.142

	Total Cohesion Fund
	
	2.305.235.743
	191.927.396
	250.005.630
	306.790.241
	341.242.875
	368.144.433
	408.454.142
	438.671.026

	EAFRD and EFF

	EAFRD
	 
	1.743.360.093
	260.974.835
	248.836.020
	236.928.998
	244.741.536
	248.002.433
	250.278.098
	253.598.173

	EFF
	 
	54.713.408
	6.937.316
	6.978.531
	7.086.453
	7.546.096
	8.161.553
	8.671.254
	9.332.205


4.3. MECHANISMS OF INTER-COORDINATION OF THE OPERATIONAL PROGRAMMES AND COORDINATION THEREOF WITH OTHER EU FINANCING SOURCES
Inter-coordination of the operational programmes
Although this Strategy is planned to be implemented with the help of four operational programmes, implementation of the latter will be closely coordinated. Following the thematic approach which was adhered to when drafting the operational programs, coordination and cooperation off all stakeholders are essential solving common objectives set in the NSRF. The institution responsible for coordination of the EU Cohesion policy and structural assistance will be established. Ministry of Finance will perform the role of the Coordinator. One of the Coordinator‘s function will be to ensure the coordination and coherence of activities among separate operational programs as well as between the operation programs and the NSRF. The Coordinator will also monitor NSRF implementation and ensure the coherence with National program for implementation of Lisbon strategy.  

Close partnership of all ministries, involved into programming process, will be maintained at implementation stage via Monitoring Committee arrangements in order to ensure further co-ordination and complementarity of the supported actions, and with a view to enable proper follow up of the impact of structural funds assistance to economy as whole.  
Having regard to a small area of the country and limited potential of administrative capacities, an efficient administration of all operational programmes will be guaranteed by a common national management and control system of EU structural assistance, which will refer to uniform fundamental principles, standardised administration procedures and common systems, e.g. computerised management and control information system that will serve as a basis for the common implementation supervision system of all four operational programmes. This at the same time will mean a common institutional administration system covering all four operational programmes, which will ensure proper coordination between the operational programmes in all administration (planning of detailed investments, financing and supervision of individual actions, programme supervision, etc.) stages. 
The same approach is taken in organising the evaluation system. The national Evaluation Plan prepared for the whole programming period covers evaluation activities for all operational programmes and its implementation is ensured by the Coordinator.
Furthermore, as reflected in this Strategy, some priority directions, thus the operational programmes accordingly (e.g. investment into human capacities with investment into infrastructure in the field of education, or support for the adaptation of individuals and enterprises to the labour market with direct support for business enterprises), will be closely coordinated with one another aiming at a maximum positive effect of the investment. 

Coordination with other EU financing sources 

The use of EU structural assistance will also be coordinated with the implementation of support provided by the European Agricultural Fund for Rural Development (with the help whereof the issues of the competitiveness of agriculture and forestry and structural rural problems, as well as rural development issues maintaining the income level of farmers and rural residents are solved), as well as by the European Fisheries Fund (for modernisation of the Lithuanian fishing fleet, balancing with the current resources, improvement of fishermen’s working conditions and the production quality, modernisation of aquaculture and fish processing industry in order to increase the competitiveness of the fishery sector). During the preparation stage of the Strategy, clear limits have been set relating to what will be financed from EU structural assistance and what – from the funds of rural and fisheries development: representatives of the Ministry of Agriculture took part in the Commission for the Preparation of the Draft Strategy and in working groups for the preparation of the operational programmes. 
At the level of Operational programs, describing investment measures, the information about coordination of structural funds assistance for Convergence objective with EARDF and EFF assistance will be provided. Aiming to minimise the possibility of overlapping of different financial instruments assistance, clear selection criteria will be established (such as beneficiaries, size of assistance, geographical area, etc.,). Such criteria will define the scope of assistance from each financial instrument and demarcation line between them, and help the Managing authority and beneficiaries to address the operation to the right source of assistance.
Institutions, responsible for planning and implementing of operations, financed from different EU financial instruments, will cooperate implementing the programs, establishing and approving selection criteria for projects, addressing rural development issues, participate in the Monitoring Committee arrangements and Managing Committees of OPs, evaluation of impact of operations implemented to the development of  rural or fisheries areas, improving life conditions and diversification of economic activities in rural fisheries areas. All these institutions will have access to relevant information.
Implementation of EU structural assistance will also be coordinated with other EU financial programmes, 7th Framework Programme for Research and Technological Development and the Framework Programme for Competitiveness and Innovation and use of the funds of the financing instrument of TransEuropean Networks. Attempts will be made that the use of different EU support sources gives the biggest possible benefit – priority will be given to the projects, whereof one part has received funding from other mentioned EU financing sources. 

Furthermore, if necessary, the EU initiatives – Jeremie (financial engineering in providing support for small- and medium-sized enterprises), Jaspers (support in applying public-private partnership when drawing up big infrastructure projects), Jessica (urban development) – the opportunities provided by the European Investment Bank and other EU financial institutions will be made use of.
To avoid the risk of overlapping of different financial instruments, in the investment areas, which potentially could be financed from several instruments, at the level of each OP the information on demarcation line between different instruments will be provided.

The abovementioned Coordinator will also coordinate assistance provided under Convergence objective with assistance under European territorial cooperation objective, and all other EU financial instruments and policies. Coordinator will base its activity on interinstitutional cooperation and computerised information system for NSRF.
4.4. PARTNERSHIP

The principle of active partnership when a broad circle of the concerned institutions and organisations is involved into the policy-shaping and decision-making process was started to be practically applied in Lithuania only in 2002 with the beginning of drafting the Lithuanian Single Programming Document 2004–2006. Moreover, development of the non-governmental sector has been so far uneven (some areas remain unrepresented or insufficiently represented) and does not distinguish by deep tradition, and its participation in the policy-shaping is rather fragmentary. The planning of assistance of the EU Structural Funds that was started in 2002 was a new field for Lithuania, therefore, at the beginning of the process participation of partners was rather passive, and the institutions involved in this process kept to a very sectoral attitude. Later the concerned institutions and partners were involved into the activities of the subgroups of the working group drafting this document, open discussions and other information events took place. This experience continues to be rather successfully applied when implementing the SPD, and the interest of the society and partners in EU structural assistance together with active involvement has significantly grown, especially after preparation for the period of 2007–2013 began.

When planning the preparation process of using EU structural assistance in Lithuania for 2007–2013, measures have been taken to properly implement the principle of partnership (the preparation scheme is presented in Figure 1) by applying it more widely than when drafting the SPD. Three partnership directions when preparing the strategic documents of using EU structural assistance for 2007–2013 may be distinguished: direct involvement into the preparation process, discussion of intermediate results with partners and institutions, and informing the society.

Figure 1. Organisational structure of preparing the strategic documents of using EU structural assistance for 2007–2013
 SHAPE  \* MERGEFORMAT 



Participation

In May 2005, the Commission was set up, which is responsible for preparing the Strategy and the operational programmes. This Commission comprises 17 members – officials of different ministries and high officials of other institutions. The Commission deliberates on the strategic issues, it ensures compatibility of the Strategy and the operational programmes, as well as of different fields to be financed. Representatives of the institutions, which coordinate preparation for using support of the European Agricultural Fund for Rural Development and the European Fisheries Fund for 2007–2013, also take part in the activities of the Commission. Experts, scientists, representatives of the Office of the President of the Republic of Lithuania and the Seimas are also invited to the meetings of the Commission.

11 working groups were formed according to the fields, and they prepared operational programmes. The working groups draw up parts of the operational programmes in a certain field, and contributions of members generalised by their secretariats are considered during the meetings of the working groups and submitted to the Commission for deliberation. In total, working groups comprise 376 members, who are representatives of the responsible public authorities – one-third of them are representatives of social, economic and regional partners representing general interests, quite a big part are representatives of various bodies, agencies and other concerned institutions. Members of working groups, including partners, provided information for separate parts of the operational programmes prepared by a concrete working group, offered the fields that need to be supported and participated in group discussions.

Since when forming the working groups there was no possibility to include all who wanted to take part, some heads of the working groups organise public discussions of the activity results of the working group, for example, the results of the working group “Inclusion and retaining persons in the labour market” that prepares a respective part of the operational programme of the development of human resources, are discussed with the participation of a wider circle of the concerned organisations than the very working group. 

Discussions

All interim results of preparing the strategic documents of using EU structural assistance for 2007–2013 are discussed publicly with social, economic and regional partners, scientists and other concerned institutions and organisations. 4 public discussions have been held.

These events are the forums of drafters, the state policy-makers, scientists and partners. Participating therein are representatives of municipalities and counties, various non-governmental organisations, their associations, business, science, also institutions and organisations that work directly with certain fields, however, their founder is a public authority, for instance, public institution Lithuanian Development Agency for Small and Medium Sized Enterprises, also independent subdivisions of the authorities, for example, Department of Cultural Heritage, Department of Tourism. Considerable concern in the preparation process by the Office of the Seimas and the President of the Republic of Lithuania, as well as active participation of the representatives of these authorities in public discussions, has been noticed.
During the first public discussions that took place on 23 June 2005, proposals about the priorities of using EU structural assistance in Lithuania for 2007–2013 were presented and discussed. The second public discussions took place on 29 September 2005, and the proposed thematic grouping of the investment directions into the operational programmes was presented. During the third public discussions that took place on 1 January 2006, the first draft strategy was discussed, financial proportions of the intervention areas and the administration principles were presented and discussed.

The fourth public discussions have been held on June 23, 2006. Draft Operational programmes were discussed in wider audience, with participation of all 11 working groups representatives.
Interest of the society (partners) in the preparation process for the use of EU structural assistance is also shown by an increasing number of the participants of public discussions, which has almost doubled within one year (the first public discussions had 114 participants, the second – 129, the third – 206, fourth - 220). More than two-thirds of all participants in these events are representatives of social, economic and regional partners. 
At the end of each public discussion, the proposals, comments and opinions presented by partners are generalised. Also, those proposals that may be considered at a later stage of preparation, for example, concerning the administration system, project selection and approval procedures, are recorded.

Issues related to the use of EU structural assistance for 2007–2013 are also actively considered not only during the mentioned discussions. Some authorities responsible for concrete fields also organise events of similar nature, where they consider how and where to use EU structural assistance best in a concrete sector, for example, on 28 September 2005, the Ministry of Education and Science organised a conference “Future prospects of the European Union structural assistance for publicity and science (2007–2013)”.
The Seimas of the Republic of Lithuania also actively joined the preparation process. For instance, on 14 February 2006 the Regional Development Commission of the Seimas of the Republic of Lithuania invited representatives of municipalities and counties to the conference “Local, regional needs and the possibilities of assistance of the European Union Structural Funds for the period 2007–2013”. Committees of the Seimas of the Republic of Lithuania invite representatives of partners such as “Transparency International”, Civil Society Institute and others, to the deliberations on the Lithuanian Strategy for the Use of EU Structural Assistance for 2007–2013.

Representatives of the Office of the President of the Republic of Lithuania also take active part in the preparation process: participate in the meetings of the Commission, hold membership in the working groups that prepare the operational programmes. The Office of the President also cooperates with partners and supports their initiatives, for example, on 4 April 2006 the Presidential Palace held the conference “How and where will the European Union structural assistance for 2007–2013 be used?” initiated by President Valdas Adamkus and non-governmental organisations.

Partners together with other organisations also organise independent events where they invite representatives of the institutions responsible for preparing the Strategy and the operational programmes. Partners undertook such initiatives rather early. On 24 November 2005, INVEGA, “Sunrise Valley” and SEB Bank organised an international conference “Promotion of entrepreneurship: from innovation to international corporation”, during which considerable attention was paid to the possibilities provided by EU structural assistance. On 28 November 2005, Vilnius University and Kaunas University of Technology organised an international conference “Challenges of the knowledge economy are already approaching”, partners also undertook the initiative to hold other conferences, teleconferences, discussions related to the possibilities provided by EU structural assistance.

With the same activeness partners suggest their proposals and opinions about the quality, the contents of the Strategy and the operational programmes, information about the problems in separate sectors, proposals on improvement of the administration system, etc. Therefore, the e-mail group comprising 49 partners (associated, not represented by any other association and organisation, e.g. Confederation of Industrialists, Organisation of Employers, Medical Association, Association of Municipalities, etc.), 18 other institutions (e.g. potential beneficiaries of assistance such as AB “Lithuanian Railways”, the Lithuanian Labour Exchange, etc.) and 14 authorities responsible for the preparation of the Strategy and the operational programmes has been formed. Opinions and proposals were submitted by the e-mail address: 2007-2013@finmin.lt, and they were sent to all members of the e-mail group. Opinions and proposals submitted by this e-mail and in writing were distributed and evaluated by the working groups when preparing the parts of the operational programmes of their fields. 

Informing
From the very beginning of preparation for the use of EU structural assistance for 2007–2013, great attention has been paid not only to the involvement of partners and other concerned organisations but also to informing of the society. All related information is announced on the website of the Ministry of Finance, more detailed information about the preparation results in separate fields is announced on websites of other responsible authorities. Cooperation with representatives of mass media is going on, they are provided with information, given interviews. Upon request of the concerned organisations, bilateral meetings with the officials responsible for preparation of strategic documents are held, and other public information methods are applied.

4.5. state aid clause

Any public support under this strategy must comply with the procedural and material State aid rules applicable at the point of time when the public support is granted.
5. ANNEXES

5.1. ANNEX 1. ENSURING THE PRINCIPLE OF ADDITIONALITY

When implementing this Strategy, it will be ensured that support of the EU Structural Funds will not substitute and will not reduce the level of the national structural expenditure. Thus information is given below, basing whereon it is proposed to establish the level of the national structural expenditure that Lithuania will have to maintain during 2007–2013. As indicated in the table below, the planned annual average level of the national structural expenditure for 2007–2013 at constant prices is at least equal to the annual average level of the national structural expenditure during the reference period (2004–2005). 

The national structural expenditure to ensure the principle of additionality has been established following the methodology of the European Commission (The verification of additionality for the Convergence objective. – CDRR-06-0003-01-EN. – March, 2006). The European Commission will be provided with the Report on the Ex-ante verification of additionality principle in Lithuania for 2007-2013 programming period, which includes all methodological information that will allow ensuring consistency of calculations performed. The main result of calculations done to ex-ante verify ensuring of additionality principle in Lithuania for 2007-2013 is provided in the table below.
Ensuring the principle of additionality for 2007–2013 (consolidated table of public expenditure, Euro, at 2006 prices)
	 
	Average annual expenditure in 2004–2005
	Average annual expenditure in 2007-2013 

	 
	Total
	Of which:

public enterprises
	SPD
	National expenditure not co-financed with EU funds 
	Total
	Total
	Of which:

public enterprises
	Strategy
	National expenditure not co-financed with EU funds
	Total

	 
	National + EU
	National + EU
	EU
	National.
	National
	National
	National + EU
	National + EU
	EU
	National
	National
	National

	1
	2
	3
	4
	5
	6
	7= 5+6=2-4
	8
	9
	10
	11
	12
	13=11+12=8-10

	 Infrastructure
	446.890.535
	92.952.717
	31.181.296
	10.165.658
	405.543.582
	415.709.240
	653.021.978
	92.952.717
	237.312.739
	38.594.446
	377.114.793
	415.709.241

	Transport
	336.964.249
	88.970.914
	26.351.656
	8.783.885
	301.828.708
	310.612.593
	415.322.840
	88.970.914
	104.710.245
	18.478.279
	292.134.315
	310.612.595

	Telecommunications
	9.265.301
	3.981.803
	140.115
	51.823
	9.073.363
	9.125.186
	27.415.185
	3.981.803
	18.289.999
	3.227.647
	5.897.539
	9.125.186

	Energy sector
	10.107.592
	
	764.453
	282.743
	9.060.396
	9.343.139
	35.863.638
	
	26.520.499
	1.395.816
	7.947.323
	9.343.139

	Preservation of the environment and water management
	53.708.322
	
	791.261
	263.754
	52.653.307
	52.917.060
	122.419.057
	
	69.501.997
	12.265.058
	40.652.002
	52.917.060

	Health
	36.845.071
	
	3.133.810
	783.453
	32.927.808
	33.711.261
	52.001.260
	
	18.289.999
	3.227.647
	30.483.614
	33.711.261

	Human resources
	276.209.428
	
	7.263.596
	2.309.311
	266.636.520
	268.945.831
	391.031.575
	
	122.085.744
	13.071.183
	255.874.648
	268.945.831

	Education
	202.596.856
	
	3.599.362
	1.163.901
	197.833.593
	198.997.494
	236.034.742
	
	37.037.248
	6.535.985
	192.461.509
	198.997.494

	Training
	53.383.662
	
	1.666.136
	515.263
	51.202.263
	51.717.526
	101.557.774
	
	49.840.248
	2.623.171
	49.094.355
	51.717.526

	Scientific research and experimental development
	20.228.910
	
	1.998.099
	630.147
	17.600.664
	18.230.811
	53.439.059
	
	35.208.248
	3.912.028
	14.318.783
	18.230.811

	Production sector
	36.493.613
	
	4.014.021
	1.438.947
	31.040.646
	32.479.593
	107.011.339
	
	74.531.746
	3.922.723
	28.556.869
	32.479.592

	Industry
	12.756.596
	
	3.487.593
	1.263.471
	8.005.532
	9.269.003
	46.580.600
	
	37.311.598
	1.963.768
	7.305.234
	9.269.002

	Services
	2.843.678
	
	526.427
	175.476
	2.141.775
	2.317.251
	11.645.151
	
	9.327.900
	490.942
	1.826.309
	2.317.251

	Tourism and culture
	20.893.339
	
	0
	0
	20.893.339
	20.893.339
	48.785.588
	
	27.892.249
	1.468.013
	19.425.326
	20.893.339

	Other expenditure*
	38.671.594
	
	479.272
	159.757
	38.032.565
	38.192.322
	61.512.071
	
	23.319.749
	4.115.250
	34.077.072
	38.192.322

	Total
	798.265.170
	92.952.717
	42.938.184
	14.073.673
	741.253.313
	755.326.986
	1.212.576.965
	
	457.249.979
	59.703.604
	695.623.382
	755.326.986


* Category “Other expenditure” includes national structural expenditure in such areas as social infrastructure, strengthening of administrative capacity and housing.

5.2. ANNEX 2. THE USE OF EU STRUCTURAL ASSISTANCE FOR ACHIEVING THE GOALS OF THE LISBON STRATEGY 
	The use of EU structural assistance for achieving the goals of the Lisbon Strategy - Earmarking table for Convergence objective - Lithuania 2007-2013  

	Code
	Priority theme
	Operational programme
	Share of Community support (MEUR)
	Total share of Community support (MEUR)
	Support share (%)

	Total
	Scientific research and technology development (SR&TD), innovations and business
	 
	 1.098.121.466
	1.098.121.466
	16,2

	01
	R&TD activities in research centres
	Economic growth
	74.327.186
	74.327.186
	1,1

	02
	R&TD infrastructure (including physical plant, instrumentation and high-speed computer networks linking research centres) and centres of competence in a specific technology 
	Economic growth
	241.562.993
	241.562.993
	3,6

	03
	Technology transfer and improvement of cooperation networks between small businesses (SMEs), between these and other businesses and universities, post-secondary education establishments of all kinds, regional authorities, research centres and scientific and technological poles (scientific and technological parks, technopoles, etc.)
	Economic growth
	124.567.553
	124.567.553
	1,8

	04
	Assistance to R&TD, particularly in SMEs (including access to R&TD services in research centres)
	Economic growth
	70.487.695
	70.487.695
	1,0

	05
	Advanced support services for firms and groups of firms
	Economic growth
	39.284.215
	39.284.215
	0,6

	07
	Investment in firms directly linked to research and innovation (innovative technologies, establishment of new firms by universities, existing R&TD centres and firms, etc.)
	Economic growth
	128.156.812
	128.156.812
	1,9

	08
	Other investment in firms 
	Economic growth
	184.866.894
	184.866.894
	2,7

	09
	Other measures to stimulate research and innovation and entrepreneurship in SMEs 
	Economic growth
	234.868.119
	234.868.119
	3,5

	Total
	Information society
	
	 240.086.875
	240.086.875
	3,5

	10
	Telephone infrastructures (including broadband networks)
	Economic growth
	43.215.638
	43.215.638
	0,6

	11
	Information and communication technologies (access, security, interoperability, risk-prevention, research, innovation, e-content, etc.)
	Economic growth
	55.219.981
	55.219.981
	0,8

	13
	Services and applications for the citizen (e-health, e-government, e-learning, e-inclusion, etc.)
	Economic growth
	100.836.488
	100.836.488
	1,5

	14
	Services and applications for SMEs (e-commerce, education and training, networking, etc.)  
	Economic growth
	40.814.769
	40.814.769
	0,6

	Total
	Transport 
	 
	1.168.321.431
	1.168.321.431
	17,2

	16
	Railways
	Economic growth
	22.942.119
	22.942.119
	0,3

	17
	Railways (TransEuropean Transport Network)
	Economic growth
	535.359.806
	535.359.806
	7,9

	21
	Motorways (TransEuropean Transport Network)
	Economic growth
	232.609.105
	232.609.105
	3,4

	22

	National roads
	Economic growth
	164.968.683
	164.968.683
	2.4

	27
	Multimodal transport (TransEuropean Transport Network)
	Economic growth
	63.616.796
	63.616.796
	0,9

	29
	Airports
	Economic growth
	48.066.024
	48.066.024
	0,7

	30
	Ports
	Economic growth
	94.950.024
	94.950.024
	1,4

	32
	Inland waterways (TransEuropean Transport Network)
	Economic growth
	5.808.874
	5.808.874
	0,1

	Total
	Energy
	 
	 366.725.135
	366.725.135
	5,4

	41
	Renewable energy: biomass
	Cohesion promotion
	36.763.789
	36.763.789
	0,5

	43
	Energy efficiency, co-generation, energy management 
	Economic growth
	73.346.296
	329.961.346
	4,9

	
	
	Cohesion promotion
	256.615.050
	
	

	 Total
	Preservation of the environment and risk prevention
	 
	 40.652.957
	40.652.957
	0,6

	52
	Promotion of clean urban transport 
	Cohesion promotion
	40.652.957
	40.652.957
	0,6

	Total
	Increasing the adaptability of workers and firms, enterprises and entrepreneurs 
	 
	214.610.347
	214.610.347
	3,2

	62
	Development of life-long learning systems and strategies in firms; training and services for employees to step up their adaptability to change; promoting entrepreneurship and innovation 
	Development of human resources 
	149.619.820
	149.619.820
	2,2

	63
	Design and dissemination of innovative and more productive ways of organising work 
	Development of human resources
	14.123.515
	14.123.515
	0,2

	64
	Development of specific services for employment, training and support in connection with restructuring of sectors and firms, and development of systems for anticipating economic changes and future requirements in terms of jobs and skills 
	Development of human resources 
	50.867.012
	50.867.012
	0,8

	Total
	Improving access to employment and sustainability 
	
	 138.857.251
	138.857.251
	2,0

	65
	Modernisation and strengthening labour market institutions 
	Development of human resources 
	3.279.339

	3.279.339
	0,0

	66
	Implementing active and preventive measures on the labour market 
	Development of human resources 
	58.431.850
	58.431.850
	0,9

	67
	Measures encouraging active ageing and prolonging working lives 
	Development of human resources 
	9.912.546
	9.912.546
	0,1

	68
	Support for self-employment and business start-up
	Development of human resources 
	3.577.460
	45.172.511
	0,7


	
	
	Economic growth
	41.595.051
	
	

	69
	Measures to improve access to employment and increase sustainable participation and progress of women in employment to reduce gender-based segregation in the labour market,  and to reconcile work and private life, such as facilitating access to childcare and care for dependent persons 
	Development of human resources 
	17.365.588
	17.365.588
	0,3

	70
	Specific action to increase migrants’ participation in employment and thereby strengthen their social integration 
	Development of human resources 
	4.695.417
	4.695.417
	0,1

	Total
	Improving  the social inclusion of less-favoured persons
	
	 59.288.950
	59.288.950
	0,9

	71
	Pathways to integration and re-entry into employment for disadvantaged people; combating discrimination in accessing and progressing in the labour market and promoting acceptance of diversity at the workplace
	Development of human resources 
	59.288.950 
	59.288.950
	0,9

	Total
	Improving human capital
	
	372.652.106
	372.652.106
	5,5

	72
	Design, introduction and implementation of reforms in education and training systems in order to develop employability, improving the labour market relevance of  initial and vocational education and training, updating skills of training personnel with a view to innovation and a knowledge based economy 
	Development of human resources 
	84.033.050
	84.033.050
	1,2

	73
	Measures to increase participation in education and training throughout the life-cycle, including through action to achieve a reduction in early school leaving, gender-based segregation of subjects and increased access to and quality of initial vocational and tertiary education and training 
	Development of human resources 
	170.612.556
	170.612.556
	2,5

	74
	Developing human potential in the field of research and innovation, in particular through post-graduate studies and training of researchers, and networking activities between universities, research centres and businesses 
	Development of human resources 
	118.006.500
	118.006.500
	1,7

	Share of Community support  falling on the categories of the Lisbon Strategy
	3.699.316.519
	54,6

	Total Community support
	6.775.492.823
	100.0
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Representatives of ministries and other public authorities, social, economic and regional partners, other concerned organisations





ORGANISATION OF PREPARING THE STRATEGIC DOCUMENTS FOR 2007–2013





COORDINATING AUTHORITY


Ministry of Finance





PUBLIC DISCUSSIONS


Representatives of social, economic and regional partners, the Office of the President, the Seimas, the Government, ministries and other institutions and the concerned organisations





COMMISSION


Representatives of ministries and other public authorities.


Independent experts and scientists








� The statistical data of Lithuania and the EU will be under update by the end of 2006. 


� Included in accordance with Article No. 9 (3) of Council Regulation 1083/2006. Part of expenses planned under category “National roads” (165 MEUR) are allocated for development of transeuropean transport networks, namely roads E67 (Via Baltica), E85 (Vilnius-Lyda), E272 (Panevėžys–Šiauliai, Šiauliai–Palanga), E262 (Kaunas–Zarasai–Daugavpils). We cannot attribute these investments to Category 21 (Highways (TEN-T)), because they do not correspond to the highway characteristics, while Category “National Roads (TEN-T)” is not provided at all in the list of categories. Nevertheless, these investments should be included in the earmarking table as are included all other investments for the development of the TEN-T network. 


The rest of the expenses planned under category “National roads” (230 MEUR) allocated for access roads to transeuropean transport networks as well as for reconstruction of transport infrastructure of local and regional significance are not included in this table, although such measures are provided for in the National Programme Implementing the Lisbon Strategy (National Reform Programme).
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