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Following independence in 1990, Lithuania has made significant progress in the development of a
dialogue between the social partners and in lessening gaps between capital and labour. The
transition process imparted a new quality to industrial relations between employees and
employers. It can be said that a new regulatory system of industrial relations in Lithuania has been
created and this is continually being improved. By the end of 1991, the following new basic laws
were adopted: Law on Supporting the Unemployed, Law on Individual Income Security, Law on
Collective Agreements, Law on Trade Unions, Law on Employment Contract, Law on Holidays. Nearly
all the regulations and amendments in this field were drafted by the government together with
representatives of trade union and employer organisations. The development of industrial relations
in Lithuania has gradually increased opportunities for direct dialogue between employees and
employers. It should be noted, however, that social dialogue is being developed ‘from the top
down’, which is characteristic of other candidate states as well, and not ‘from the bottom up’,
which is characteristic of a number of western and northern European countries. The development
of social dialogue at enterprise level in Lithuania, a pre-requisite for EMU, is therefore at a very
early stage yet.

Despite political differences, all political actors were positive about the co-operation of social
partners in the development of industrial relations and easing of social tensions in the country. In
practice, however, after the collapse of the Soviet trade union system, opportunities for employees
to have a direct effect on employers’ decisions decreased, and the role of the government in the
sphere of employee relations regulations increased considerably. Following the coming into
government of a right-wing party in 1996 there were discussions about liberalising industrial
relations and this trend has continued. Today, representatives of the right and left speak out in
favour of more flexible employee relations’ regulation.

The new Labour Code in force from 2003 had a major impact on developments in social dialogue.
The Code places special importance on collective industrial relations and mutual agreements by
all parties. The new Labour Code validates the liberalisation of industrial relations on one hand,
while on the other hand it increases the social guarantees of employment.

Since 1995, indices characterising economic development in the country have been showing
constant growth (except for 1998-1999): GDP has been growing since 2000, investment into
different economic activities and regions is increasing on an ongoing basis, decreased inflation
turned into deflation in 2002, the public budget revenue has been growing since 2001. In 2002
unemployment dropped and the numbers in employment increased. Despite promising
macroeconomic indices for the country, Lithuania today still has a high level of unemployment
coupled with relatively low wages and few social benefits.

In order to consolidate social partnership and the regulation of industrial relations through
collective bargaining, the Lithuanian government approved the 2003-2004 ‘Implementation Plan
for the Development of Government, Trade Unions and Employer’s Organisations for Social
Partnership’ at a meeting of the Tripartite Council on January 2003. This plan sets out the further
development of the institutional system of social partnership as well as the improvement of the
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legal and normative framework. Importance is given to the enhancement of collective industrial
relations, promoting awareness and education among the social partners. However, it should be
noted that the promotion of co-operation between the social partners has not been active enough
to date. 

Political situation

On 11 March 1990, the Supreme Council of Lithuania (Reconstituent Seimas) adopted the Decree
on the Reconstitution of the Independent State of Lithuania, making Lithuania an independent
democratic republic. At present there are about 40 political parties and organisations registered in
Lithuania.

The Seimas of the Republic of Lithuania is comprised of 141 representatives of the people elected
for a four year-tenure on the basis of universal, equal, direct suffrage and by means of a secret
ballot.

Since 1990 there have been several sessions of the Seimas in the Republic of Lithuania:

■ 1990-1992 – the Supreme Council of Lithuania (Reconstituent Seimas);
■ 1992-1996 Seimas session;
■ 1996-2000 Seimas session.

In the 1992-1996 elections, the left-wing political forces gained a majority, while in the 1996-2000
election, the right-wing political forces won.

The present Seimas’ tenure has been elected for 2000-2004. This is comprised of seven parties and
a mixed group of Seimas members comprising members of the Seimas who do not belong to any
party. The division of the Seimas members by parliamentary groups is shown in the figure below.

After the 2000 parliamentary elections, the ruling coalition of the Seimas was made up of five
parties: the New Union (Social Liberals), the Lithuanian Liberal Union, the Centre Union of
Lithuania, the Union of Modern Christian Democrats and the Election Action of Lithuania’s Poles.
On 22 June 2001, the last four of these parties made a declaration to the effect that the New Union
(Social Liberals) was no longer a partner of the coalition.

On 27 June 2001 the leaders of the social democrats and social liberals signed an agreement on
common operating objectives, the aforementioned parties comprising the majority in the Seimas.
The ruling majority of the Seimas is the one forming the present Lithuanian government.

Despite fluctuations in political power, the main political parties in Lithuania agree on the priority
perspectives concerning development in Lithuania. On 3 December 2002, the principal political
parties of Lithuania (the Lithuanian Liberal Union, the Lithuanian Liberal-Democratic Party, the
Lithuanian Social-Democratic Party, the Modern Christian-Democratic Party, the New Union Party
(Social Liberals), the Homeland Union (Lithuanian Conservatives)) and public organisations
jointly signed the National Agreement on Economic and Social Development. 

The National Agreement was drafted on the basis of the currently approved development strategies
for the country: the strategy for economic development of Lithuania up to 2015 and long-term
national development strategy.
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Figure 1 Breakdown of Seimas members by parliamentary group, 2000 – 2004 tenure

1 Parliamentary group of the United Central Union, the Union of Modern Christian Democrats and the Election Action of
Lithuania’s Poles

2 Parliamentary group of Liberals
3 Parliamentary group of the New Union (Social Liberals)
4 Parliamentary group of the Social Democratic Coalition
5 Parliamentary group of the Homeland Union - Conservatives
6 Parliamentary group of the Farmers’ and the new Democracy Parties
7 Mixed parliamentary group
8 Parliamentary group of Liberal Democrats
Source: Web page of Seimas of the Republic of Lithuania

The National Agreement defines trends and outlines strategies for tackling the basic problems
faced by Lithuania. The following priority objectives were agreed:

■ to transform the Lithuanian economy into a competitive knowledge-based economy, capable of
ensuring a ready supply of knowledge-receptive job opportunities;

■ to adjust the system of education and science to the knowledge society and to the European
system of tertiary education and research; 

■ to combat poverty and social exclusion;

■ to restructure rural areas through creating a competitive agriculture, modern infrastructure and
active business opportunities; 

■ to restructure state governance through creating preconditions for implementing clear
objectives.

The National Agreement highlights the importance of knowledge and the rapid development of
human capital as the key to a successful and forward-looking economy and society in Lithuania.

The National Agreement provides for the availability of national resources and funds subsequent
to Lithuania’s accession to the European Union.

Economic situation

Gross domestic product (GDP)
Gross domestic product is a key indicator in evaluating the outcomes of economic reform and the
achievement of economic potential. The trends and rates of growth of the Lithuanian gross
domestic product are illustrated in the figures on the following page.
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Figure 2 GDP at current and at constant prices in Lithuania in 1995-2002 (mill. Litas)

Source: Statistics Lithuania

Figure 3 Growth rate of GDP in Lithuania in 1995-2002 (%)

Source: Web page of the Ministry of Economy of the Republic of Lithuania

Unfortunately, the economic crisis in Russia and other CIS countries also affected the Lithuanian
economy: growth rates dropped and GDP decreased by 3.8% in 1999. Increased industry and
export growth, increased cargo circulation in the Klaipòda Port as well as other factors determined
later growth in the real GDP.

According to provisional data from Lithuanian statistics, total GDP in Lithuania in 2002 was
14,648 million euros, GDP per capita was 4,223 euros. Compared to 2001, the actual increase
amounted to 5.9%. According to experts, this GDP growth has to do with increased domestic
consumption and development in 99 out of a 100 economic sectors. In 2002 most added value was
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created in transport, warehousing and telecommunications, retail and wholesale trade,
construction and agricultural activities.

Inflation
Strict fiscal and monetary policy in Lithuania resulted in a significant decrease in the inflation level
recorded since 1995 (Figure 4). But the factor determining consumer prices in 1996 – 2001 was a
rather limited solvent demand in the domestic market.

Figure 4 Rates of consumer price dynamics per annum (%)

Source: Web page of the Ministry of Economy of the Republic of Lithuania

In 2002 Lithuanian encountered deflation, i.e., prices of goods and services dropped by 1% over a
year (December 2002 compared to December 2001) and this was the first deflation recorded during
the 12 years of Lithuania’s independence.

Such a change in prices in 2002 was basically due to cheap foodstuffs and soft drinks (-5.3%),
clothes and footwear (-2.4%), education (-5.3%), diverse goods and services (-2.7%). On the other
hand, transport prices increased by 9.4%, healthcare services by 3.8%, strong drinks and tobacco
products by 2.1%, housing, water, electricity, gas and other fuel charges by 1.5%. Here it should be
noted that in the summer and beginning of the autumn, vegetables, fruits, berries, milk and dairy
product were subjected to seasonal price-cutting. A low level of inflation was also influenced by the
abundant supply of consumer goods, competition from sales and the high rate of the Lita currency
with regard to the US dollar.

Although in 2002 consumer prices dropped by 1%, analysts say that in Lithuania deflation is not
as dangerous as in industrialised countries, where economy is inert. Moreover, several years’
deflation is necessary for its impact to be felt

171

Social dialogue and EMU in Lithuania

-10

0

10

20

30

40

20022001200019991998199719961995

35.7

13.1

8.4

2.4
0.3 1.4 2

-1



Budget deficit and public debt
Lithuania plans to follow the requirements of the European Union in the field of budgetary
discipline with regard to public debt and the amount of budget deficit, as applied to the Member
States. Data about the public deficit of the country is presented in the figure below.

Figure 5 Ratio between public budget deficit/excess with GDP (%)

On 31 December 2002 the public debt amounted to LTL 13 162.8 million and accounted for 26%
of the forecasted GDP. For comparison, at the end of 2001 the aggregated debt amounted to LTL
12 903.7 million or 26.9% of the GDP.

Exchange rate
In preparation for accession to the EU, Lithuania intends to maintain the fixed exchange rate. In
order to promote further integration into the EU market, the anchor currency was changed from the
US dollar to the euro on 2 February 2002. The system of litas exchange rate fixed to EUR will
create the conditions to participate in the Exchange Rate Mechanism-2 following Lithuania’s
accession to the EU and introduce EUR in future. Currently, the exchange rate of 1 EUR is 3.452
litas.

Labour market
Employment
The average annual number of employed persons in the Lithuanian economy is presented in Figure
6 opposite.

The number of employed persons in the Lithuanian economy began to decrease from 1998 – the
year of economic crisis in the country. The employment rate in Lithuania in 2002 was 49.9%.

Unemployment rate
Employment decrease also had a direct impact on the growth of the unemployment index: the level
of unemployment started increasing in Lithuania from 1998 according to the Lithuanian Labour
Exchange and from 1999 according to the Labour Force Survey.
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Figure 6 Employed persons in Lithuania in 1995-2002 (average annual number; in
thousands)

Source: Statistical yearbook of Lithuania 2002; Economic and social development in Lithuania: January-February, 2003

Unfortunately, the growth in unemployment has not been arrested by the economic growth that
started in the country in 2000. On the contrary, alongside the growing economy in 2000-2001,
unemployment reached one of its highest ever levels: the unemployment rate (by both the Labour
Force Survey as well as Labour Exchange data) has exceeded the 10% margin since December
1999 (see Figure 7).

An increase in employment and decrease unemployment were manifested only two years after the
beginning of the economic growth, i.e., in 2002. Currently (at the beginning of 2003) the
unemployment rate is about 12% according to the National Labour Exchange data and about 14%
according to the Labour Force Survey.

Figure 7 Unemployment rate in Lithuania in 1995-2002 (%)

Source: Statistical yearbook of Lithuania 2002; Economic and social development in Lithuania: January-February, 2003
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The breakdown of the unemployment level, as observed in Lithuania, depends on the following:

■ age of the unemployed (the highest unemployment level is found amng young persons under
24 and persons aged fifty and older);

■ sex (there are more male unemployed persons compared to female);
■ education (less educated individuals become unemployed more often).

In addition, there is a high regional unemployment rate differentiation in the country (see Figure 8).

Figure 8 Unemployment rate in Lithuania in 2002 by county (%)

Source: Economic and social development in Lithuania: January-February, 2003

Wages and salaries
Average earnings
The average monthly gross earnings in Lithuania are presented in the figure below.

Figure 9 Average monthly gross earnings in Lithuania in 1995-2002 (in Litas)

* provisional data

Source: Statistical yearbook of Lithuania 2002; Economic and social development in Lithuania: January-February, 2003
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The average earnings in the country were affected by the impact of economic crisis and earnings
in 2001 did not reach the level of 1999.

Gross average monthly wages and salaries in 2002 were 1 034 litas (300 EUR), net wages and
salaries 741 litas (215 EUR). Compared to 2001, the nominal gross average monthly wages and
salaries increased by 5.2%, net – by 6.0%. The real growth of average wages and salaries during
this period was more than 7%. This was influenced by the growth of nominal wages and salaries,
by the increase of non-taxable income minimum and changes in consumer prices.

Highest earnings in Lithuania by economic activity are in financial intermediation and public
administration and defence; the lowest are in fishing, hotels and restaurants and agriculture,
hunting and forestry.

Minimum wage
Currently, the minimum monthly wage in Lithuania amounts to 430 litas (125 EUR), and the
minimum pay per hour is 2.53 litas (0.73 EUR). The last increase in the minimum monthly wage
and minimum pay per hour was in 1998. Due to the impact of the economic crisis on the
Lithuanian economy in 1999, the planned increase in the MMW did not take place. At the moment
the Lithuanian Tripartite Council is considering the possibility of increasing the MMW to 450 litas,
but this is impeded by the fact that the MMW has to do with the salaries of a number of individuals
operating in the public sector (politicians, judges, civil servants and public officers) – the official
salary of these employees is fixed at a particular figure. Therefore, the possibility of separating the
pay of individuals employed in the public sector from the minimum monthly wage is currently
being considered.

While the minimum monthly wage has not been increased, its real amount has been increasing
since 2002. From December 2001 to December 2002 the real amount of the MMW increased by
4.5%. This growth was determined by the 2002 deflation and increase in minimum tax-free income
(on April 2002 the minimum tax-free income was increased by 17%).

Labour costs
One of the reasons for low average as well as minimum wages levels is the relatively high labour
costs in the country.

There are three basic categories of wages and salaries:

1. net wages and salaries;
2. gross wages and salaries;
3. employers’ costs for wages and salaries.

Figure 10 overleaf graphically illustrates the inter-reliance of these categories.
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Figure 10 Gross and net wages and salaries and employer’s costs

Figure 11 Breakdown of employers’ costs1 for minimum wage in Lithuania in 2002 (%)

Source: Blaziene I., Gerikiene V., Sileika A., Minimum wage determination in Lithuania, 2002.

The breakdown of employers’ costs for the minimum wage in Lithuania is presented in Figure 11.
As this figure illustrates, income tax and social security contributions in Lithuania amount to as
much as 36.5% of aggregated employers’ costs for minimum wages and salaries. Attention should
be paid to the rise in the portion of the mentioned costs subject to the level of employees’ wages
and salaries (see figure 12).
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1 Total amount of personal income tax and social security contributions includes social security contributions paid by employers as well as
employees.



Figure 12 Share of total personal income tax and social security contributions in employers’
costs for different levels of wages and salaries in Lithuania in 2002 (%)

Source: Blaziene I., Gerikiene V., Sileika A. Minimum wage determination in Lithuania

As we can see from the figure above, growth in the level of income tax and social security
contributions alongside the growth in gross wages and salaries is extremely high – up to 1000 litas
(which corresponds approximately to the average wages and salaries in the country), and then this
progressive growth declines, i.e., taxation of labour force is more relevant to employees with high
wages and salaries (1000 litas and more).

In this context we can clearly see the disproportion between the level of labour and capital
taxation: if taxation of the labour force is one of the highest in Europe (40-50% at an average of
total employer’s costs for wages and salaries), the level of profit taxation in the country is as low
as 15% and is one of the lowest among European countries.

According to the authors, this disproportion has to a large extent to do with a situation where
employers are interested in hiding wages and salaries paid to employees as much as possible, and
this in turn results in a number of social problems: insufficient social guarantees for the employed,
extremely low pensions in the country, etc.

It should be noted that irrespective of an increase in the basic tax-free minimum income at the
beginning 2003 (from 250 to 290 litas), this disproportion slightly dropped but however remains
quite high. Moreover, the increase in the tax-free minimum income was only concerned with net
wages and salaries received by employees, while total costs of the employer were not reduced.
Employers’ social security contributions accounting for the major part of indirect employers’ costs
for wages and salaries had not changed either.

As for inequality of labour and capital taxation, a problem of capital mobility is involved: if the
level of capital taxation is increased, under conditions of global economy capital can easily flow to
countries where taxation conditions are more favourable.
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Other indices of population income
In 2002 the average monthly disposable (net) income per capita amounted to 421 litas (122 EUR),
the average monthly retirement pension to 324 litas (94 EUR), the average monthly unemployment
benefit to 172 litas (50 EUR) and the state supported income to 135 litas (39 EUR).

The state-supported minimum standard of living in 2002 has not been changed and amounted to
125 litas (36 EUR). From December 2001 to December 2002, its actual amount increased by 1%.
Real social benefits increased by the same amount, as they depend on the state-supported
minimum standard of living.

During 2002 the basic national social security pension increased by 9 litas (2.6 EUR) and at the
moment amounts to 147 litas (43 EUR). The increase in the basic pension conditioned an increase
in relief pensions and caring benefits. Over the same period the relief pensions increased by 2.9%,
while caring benefits increased by 4.3%. Average monthly social security pension of unemployed
retired persons in the third quarter of 2002 amounted to 324 litas (94 EUR). The real amount of
the old age pension increased by 2.8% compared to the third quarter of 2001. 

Industrial relations 

The reconstitution of independent Lithuania was followed by a certain vacuum in the level of social
partner co-operation, conditioned by the politics, economic relations and social status of the Soviet
era. 1990-1991 marked the beginning of the creation of a new system of social partner institutions.
The first steps were very difficult in the sense that trade unions, collective industrial relations and
involvement of employees in the business management were regarded as elements of the former
socialist production management system and thus unsuitable for a market economy. Different
measures have been taken (e.g., cancellation of centralised membership fee withholding ‘in favour
of trade unions’) in order to restrict opportunities for the trade unions to have any weight over
social and economic processes and in particular with regard to active manifestations at company
level. 

Yet, at the same time in Lithuania another point of view concerning social dialogue was being
formed. In analysing the experience of EU and North Europe countries, Lithuanian politicians
came to appreciate the importance of social dialogue in democratic society. Soviet dogmas about
‘trade unions as schools of communism’ were gradually substituted by provisions purporting that
the ‘co-operation of social partners assures harmonious social development and directly serves the
interests of the social partners’. Having reviewed the thirteen years’ history of the establishment of
and co-operation among social partner institutions, the authors are of the view that in Lithuania
more confrontational attitudes have tended to prevail. However, trilateral institutions cover more
and more different spheres of activities every year, the variety of social dialogue is improving and
the number of collective bargaining is increasing.

Employer organisations
At the moment there are two principal employers’ organisations in Lithuania.

Lithuanian Confederation of Industrialists (LCI)
On June 1989, after 60 years, the Constituent Assembly of the Lithuanian Association of
Industrialists re-established the Union of Businessmen that had been operating in Lithuania before
the war. At present the LCI unites 41 branch and 8 regional associations incorporating more than
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2 700 enterprises of different profiles (it unites most manufacturing companies, banks, trade
companies, scientific and education establishments). The LCI is an apolitical public organisation
not under the control of the state. It has a significant influence over the Seimas and Government
of Lithuania. It is made up of 16 standing committees serviced by managing officers and qualified
industrial experts who operate on a voluntary basis.

Lithuanian Confederation of Business Employers (LCBE)
This organisation was established in 2000 as a result of the merger of two business confederations:
the National Business Confederation and the Lithuanian Confederation of Business Employers.
The LCBE brings together representatives of small and medium-sized enterprises; it is a union of
associations, enterprises and individual persons. A priority trend in LCBE’s activities is the
development of SMEs. There is a regional structure of LCBE branches covering 52 regions. The
LCBE is represented in the Seimas of the Republic of Lithuania, the government, Tripartite Council
of the Republic of Lithuania, other state authorities and commissions. The LCBE has 14 operating
committees where key priority is given to the drafting of business development standard
documents.

Trade union organisations
Today in Lithuania there are three national-level organisations of trade unions. 

Lithuanian Confederation of Trade Unions (LCTU)
This organisation was established in 2002 in a result of the merger of two national trade union
associations: the Lithuanian Association of Trade Unions (a member of the International
Confederation of Free Trade Unions (ICFTU) from 1994 and an associated member of the
European Confederation of Trade Unions (ETUC) from 1998) and the Lithuanian Centre of Trade
Unions. At the end of 2002 the LCTU was comprised of 24 branch trade unions uniting 117
thousand members. The LCTU co-operates with the International Labour Organisation, keeps
close contacts with Swedish, Danish, German and other foreign trade unions and shares in the
activities of trade union councils of Nordic and Baltic countries.

Lithuanian Trade Union (LTU) ‘Solidarumas’
This organisation was up to 2002 known as the Lithuanian Workers’ Union (LWU). At the seventh
congress of LWU it was decided to rename the organisation. The LWU was formed as a branch of
Lithuanian Revival Movements ‘Sàjdis’. The first group of the workers’ union was established in
Kaunas in 1988. LTU ‘Solidarumas’ is a member of the International Confederation of Free Trade
Unions (ICFTU) since 1994 and observer-member of the European Confederation of Trade Unions
(ETUC) since 1998. The LTU actively shares in the activities of Baltic trade unions. In 2002 LTU
‘Solidarumas’ united 52 thousand members at sector and regional level.

Lithuanian Federation of Labour (LFL)
This was re-established in Lithuania in 1991 (a successor of the Christian Workers’ Trade Union
that was established in Lithuania in 1919). In 1995 the LFL merged the Society of Trade Unions
and in 1997 the Lithuanian Association of Regional Trade Unions. Since 1996 the LFL has been a
member of the World Confederation of Labour (WCL). The LFL is also a member of the Tripartite
Council of the Republic of Lithuania with its representatives in all national-level tripartite councils
and commissions. In 2002 the LFL united 20 thousand members at sector and regional level. 
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Tripartite consultative organisations
A system of tripartite organisations in Lithuania is comprised of a number of tripartite councils and
commissions, most of them specialised. Most of these organisations are operating at national level,
while some of them have extended their activities to a regional level. The Tripartite Council of
Vilnius City was established in 2000, followed by Tripartite Council of Vilnius County, being the
first county-level council established in 2001.

Tripartite Council of the Republic of Lithuania 
This organisation, also known as the Tripartite Council, was established in 1995 following the
agreement on trilateral partnership by the Government of the Republic of Lithuania, trade unions
and employers’ organisation and in compliance with the provisions of the International Labour
Organisation Convention 144, ‘On Tripartite Consulting to Implement International Labour
Norms’. The Tripartite Council is made up of the parity principle from 15 members (five members
delegated by trade unions, national employers’ organisations and the Government). The operations
of the Tripartite Council are organised by the Secretariat of the Tripartite Council. There are four
standing commissions operating at the Tripartite Council:

■ Wages and salaries;
■ Industrial relations;
■ Employment and social guarantees;

By the end of 2002, the Tripartite Council had held 58 sittings where it analysed about 300 socio-
economic issues (social security draft laws, motions on social security contributions and minimum
monthly wage, draft Law on Guarantee Fund, legal regulation of part-time work, draft of the Labour
Code providing for a new concept of tax system, issues related to electricity charges, draft Law on
State Labour Inspectorate, etc.). In addition, the standing committees of the Tripartite Council have
settled about one hundred issues.

The Council of the State Social Insurance Fund (CSSIF) 
This body was established in 1991 on the basis of the Law on National Social Insurance. It is
comprised of 15 equal members representing insured persons, employers and state authorities. The
composition of the Council shall be approved by the Minister of Social Security and Labour or a
member of the Council authorised by the Minister. In 1998 the CSSIF approved the provisions of
territorial councils of the State Social Insurance Fund. The territorial councils of the State Social
Insurance Fund are established at regional sections of the Board of the State Social Insurance Fund
as public institutions (in cities/towns and regions).

Employment Council 
This is based in the Ministry of Social Security and Labour and was established in 1996 following
the provisions of the Law on Support of the Unemployed. This Council deals with employment of
the population and factors having any effect on employment. It also makes proposals for improving
employment and labour market policy implementation, approves annual estimates of the
Employment Fund and evaluation reports, etc. The Employment Council is comprised of 15 equal
members and is led by the Minister of Social Security and Labour or a member of the Council
authorised by the Minister.
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Commission of Employees’ Safety and Health of the Republic of Lithuania (CESHRL) 
This body was established in 1994 following the provisions of the then valid Law on Human Safety
at Work. The CESHRL shares the creation and and implementation of the policy of health and
safety at work, making proposals related to laws and other regulations governing safety at work and
related issues, analysing the status of safety at work, etc. The CESHRL is comprised of 15 equal
members. It is chaired by a chairperson elected on the principle of rotation from the members of
the Commission. Following the new Law on the Safety and Health of Employees, territorial
tripartite commissions of employees’ safety and health 2002 were established in all ten counties.

Council of the Guarantee Fund (CGF) 
This was established in 2001 following the provisions of the Law on Guarantee Fund. By the year
2001 the fund to satisfy claims of bankrupted companies or companies exposed to bankruptcy
proceedings was in operation. The CGF manages the resources of the Guarantee Fund, taking
decisions on assignment thereof, etc. The Council is comprised of 12 members and is chaired by a
chairperson appointed by the Government from representatives of state authorities.

Lithuanian Council of Vocational Training (LCVT)
This was established in 1998 following the provisions of the Law on Vocational Training. Its task
is to provide consulting, expertise and co-ordination functions in tackling strategic issues
concerning vocational training. The Council is made up of 18 members. The material and technical
operating conditions of the LCVT is created by the Ministry of Education and Science. In 2001-
2002 the Council operated on an irregular basis while opportunities to make Council’s activities
more active were examined.

Tripartite Commission at the Lithuanian Labour Exchange (‘the National Commission’) 
This was established in 1991 following the provisions of the then valid Law on Employment of
Population. The National Commission is comprised of 9 members. The Commission analyses
changes in the Lithuanian labour market, making recommendations to the Lithuanian Labour
Exchange and Employment Council with regard to labour market policy implementation,
utilisation of the Employment Fund and funding of active measures of the labour market policy.
Tripartite commissions at regional labour exchanges have been established (nine cities/towns and
regions) to analyse and settle issues concerning implementation of the labour market policy. The
said commissions are comprised of six equal members. In Lithuania there are 46 tripartite
commissions at the regional labour exchanges.

Expert Council at the Lithuanian Labour Market Training Office (‘the Expert Council’) 
This body was established in 1996 and comprises 15 members. The Expert Council is a controlling
body, whose key task is to assist in the development of vocational training and labour market
consultation in the context of optimal requirements of the labour market. The Expert Council is
made up of six regional tripartite expert commissions established at the regional training and
consulting offices of the labour market.

Compulsory Health Insurance Council (CHIC)
This body was established in 1996 year in accordance with the regulations of the Law of
Compulsory Health Insurance. According to the regulations of new Law of Compulsory Health
Insurance of 2002, CHIC comprises of 16 members. The chairman of the Council is elected from
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the members by vote. The status of CHIC is being endorsed by governmental resolution. The work
of CHIC is organised by the Health Care Fund under the Ministry of Health.

To summarise, in addition to the Tripartite Council of the Republic of Lithuania, there are eight
tripartite Commissions/Councils operating at national level. The creation of regional tripartite
councils has been started recently. however, decision-making (likely to have an impact on EMU)
could be in fact influenced by the Tripartite Council of the Republic of Lithuania only.

In 2002, experts of the ILO headquarters in Budapest carried out assessment of tripartite
consultative mechanisms in Lithuania. In their conclusive findings they positively evaluated the
system of tripartite consultative organisations in Lithuania and the Tripartite Council and
Commission of Employees’ Safety and Health of the Republic of Lithuania in particular. Yet, it was
noted that the impact of individual tripartite organisations on final decision-making is not
sufficiently emphasised, the functions and rights of individual tripartite organisations are not
always clearly defined, and co-operation among tripartite organisations is insufficient.

Labour Code
The new relations of market economy in Lithuania and dynamics of global economy require
flexible legal governing in the field of industrial relations. Therefore, Lithuania inevitably had to
reform its labour law according to that of international undertakings. The new Code of Labour, as
drafted and approved by the Government in 2001) reformed the labour law in essence, gave a
background for innovatory regulation of industrial relations and many other relevant relations.

In June 2002, the Seimas of the Republic of Lithuania passed the new Labour Code that came into
force from 1 January of 2003. The new Labour Code is based upon main legal acts of the European
Union and the ILO and provisions of the European Social Charter. The Labour Code pays
particular attention to the development of social dialogue and collective industrial relations, and
defines for the first time the conception of social partnership and principles of collaboration.
Passing of the new Labour Code invalidated the Labour Code 1972 and seven laws adopted since
1990. The Code will have to be supported with newly drafted, adopted or amended some 36 laws
and other regulations specifying particular provisions of the Code in more details. 

According to the new Code, employees could be represented before employers not only by trade
unions, but in case of their absence, also by other representatives of employees – Labour Councils.
Employers are allowed to apply more flexible forms of organisation of working hours, and the list
of the types of employment contracts is herewith enlarged. The Code amended the principle of
payment of severance pays: if employment contract is terminated without any fault of the
employee, the severance pay shall be paid subject to continuity of service in the company (from
one to six monthly average wage/salary). According to the new Code, in case of any inconsistencies
in the regulation governing industrial relations, provisions more favourable for employees shall be
applied. In addition, the Government is given an opportunity to fix different minimum wages in
different economic branches or individual categories of employees. Consequently, we can state that
the new Labour Code created conditions for refusal of too centralised regulation of industrial
relations, giving more opportunities to social partners to settle issues related to labour and
industrial relations by means of signing bilateral collective agreements in companies at branch,
regional and national levels.
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Collective bargaining
In the system of industrial relations, an important role is played by bilateral and collective
industrial relations regulation to ensure the interests of both the employers and employees to
optimal level and create conditions for effective production development and utilisation of labour
resources. The recent trends in the regulation of industrial relations is that the Government of the
Republic of Lithuania tends to regulate legal industrial relations less and less, while more and more
matters are under the competence of social partners’ bargaining.

It should be noted, however, that collective agreements activity in Lithuania has not been sufficient
so far. Up to now, collective agreements were signed mainly at company level. Collective
agreements entered into by companies, enterprises and organisations do not exceed 15%. Sectoral
agreements are made only in a few sectors (energy, communications, education). And even these
are more declarative in their nature. In order to consolidate real social partnership and regulate
industrial relations through collective bargaining, the Lithuanian government approved the ‘2003-
2004 Implementation Plan for the Development of Government, Trade Unions and Employers’
Organisations Social Partnership’, which was drawn up at a meeting of the Tripartite Council in
January 2003. This plan reflects the future strategy concerning social dialogue in Lithuania,
proposes drafting a new version of the Law on Trade Unions, sets forth developing and
implementing measures related to the promotion of social dialogue at county and regional levels,
including arranging regular meetings of the social partners on issues related to sectoral collective
bargaining, and organising training of employers and employees on issues related to social
dialogue, etc. 

The development of collective industrial relations in Lithuania has been facilitated by the trade
unions in particular. They carried out several projects in order to improve employees’ capacities to
identify and substantiate their requirements in bargaining, studied the methods of the bargaining
technique, and held seminars attended by employers’ representatives. The year 2002 marked the
beginning of the phase of signing collective agreements with the employers of joint capital
enterprises in Lithuania. A seminar was organised together with the TUAC committee at OECD to
analyse the peculiarities of bargaining in the aforementioned companies and a guidebook on the
subject was issued. In 2002, a model of a collective agreement for industrial enterprises was
developed together with the Ministry of Social Security and Labour. Some branch trade unions
have released special publications and leaflets on collective bargaining.

A situation in the field of collective industrial relations has arisen whereby implementing strikes is
seen as the last step in the settlement of collective labour disputes. According to the Lithuanian
Department of Statistics, during the year 2001 there were 34 strikes in the country, including 29
warning strikes, fewer than in 2000 (56 strikes)  In 2002 not a single strike was registered.

To summarise, we can say that in Lithuania there exists a legal framework for the development of
collective industrial relations and changes in this field in 2001-2002 are evidence that in principle
the needs of the market are met. On the other hand, however, it should be noteed that the
availability of social partners is not sufficient to enlarge the number and scope of collective
agreements to a significant extent. The development of collective bargaining only began during the
years 1991-1992. A majority of employers do not see any benefits from collective bargaining (even,
on the contrary, seeing it as a limitation in business freedom) and avoid entering into such
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agreements or tend to delay negotiations. Due to lack of interim co-operation and experience in
collective bargaining, employees are not active enough in the signing of collective agreements
either. Therefore, once the new Labour Code is put in force, it is very important to develop targeted
information and training of different groups of employees on the one hand, while improving
regulations promoting collective industrial relations on the other. 

Possibilities for social dialogue to support the EMU convergence process
Analysis of the social situation and social dialogue has demonstrated that Lithuania has the right
conditions to favour the co-operation of social partners. The new Labour Code and liberalisation
of industrial relations creates opportunities for a more flexible regulation of industrial relations and
maximal tuning up of employers and employees’ interests. Yet, an analysis of the economic
situation shows that social dialogue has not on the other been sufficiently used for this purpose in
Lithuania.

Table 1 Change in the main economic and labour market indices in Lithuania in 1999-2002
(as compared to the previous year, %)

Indices 1999-1998 2000-1999 2001-2000 2002-2001

Increased of GDP -3.9 3.8 5.9 5.9

Increase of National Budget Tax Revenue -4.1 0.9 10.9

Employment changes -0.5 -3.7 -14.8 4.0

Average gross earnings 6.2 -1.7 1.0 5.3

According to the authors, data in Table 1 leads to the conclusion that in Lithuania there exists a
relatively big gap (2 years) between the economic growth of the country and the manifestation of
such growth in the social and employment sphere, which in fact does not match the aims of social
dialogue in an EMU perspective. We find the GDP growth in 2000 and 2001 not only non-
motivating with regard to employment growth, but even reducing it. Also, wages and salaries in the
same period of time have not actually increased either. In future, social dialogue should limit such
disharmonious economic development. The authors believe it is reasonable to set forth in the
national-level agreement a link between changes in the GDP and average gross earnings.
Moreover, taking into consideration an extremely low living standard in the country, particular
attention by the social partners should be paid to the topic of labour costs.

In the development of social dialogue at company and sector level, attention should be focused on
reducing the phenomenons of double bookkeeping and informal employment. According to the
Department of Statistics, the non-registered economy accounts for about 15% of GDP in Lithuania.
Non-registered economic activities could best be controlled from ‘inside’ and collective bargaining
is one of the mechanisms of the mentioned control. Non-registered industries cut down public
budget revenues. Non-registered employment contributes to reducing social guarantees of the
employed. On the other hand, however, it should be noted that a number of employers (and small
ones in particular) find transparent economic activities to be profit-reducing and non-motivating
investments. Therefore, in the EMU perspective, the development of social dialogue must be
effectively harmonised with governmental tax policy in order to improve social development and
production levels. To achieve this objective, economic measures promoted by social dialogue
should be given particular attention.
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Conclusion

Political situation
Lithuania has already seen four Seimas (Parliament) terms of office since 1990 – the year  of
reclaiming independence. This period experienced continuous fluctuations in political forces in
power – leftists in power were substituted by the rightists and vice versa. Currently the social
democrats and social liberals form a majority in power in the Seimas. This majority has also formed
the current Lithuanian government. However, irrespective of fluctuations of political forces, all
main political parties in Lithuania agree regarding the priority perspectives of the development in
Lithuania. This agreement was confirmed by the National Agreement signed by political parties
and public organisations in Lithuania on 3 December 2002 with the goal of achieving economic
and social progress.

Economic situation
On the whole, economic growth in the country started in 1995 with the increase in the GDP
(exceptional drop in 1999). During the past two years, annual GDP growth was 5.9%. Growth of
GDP in 2002 was related to increased domestic consumption and the development of almost all
sectors of economy.

Due to strict fiscal and monetary policy pursued in Lithuania from 1995 as well as due to rather
limited effective demand of domestic market in the country, the level of inflation has considerably
decreased (from 35% in 1995 to -1% in 2002 – the first annual deflation within 12 years of
independence).

Lithuania envisages meeting all the requirements set by the European Union for the amount of
national budget deficit to the candidate countries. According to the preliminary estimate, the
national budget deficit comprised 2.11% of the GDP in 2002. Lithuania also envisages meeting all
the requirements set by the European Union in the field of budgetary regime providing for the
amount of national debt for the candidate countries. On 31 December 2002, the national debt
amounted to 13,162.8 million Litas or 26% of the forecasted GDP.

In preparation for accession to the EU, Lithuania intends to maintain the fixed exchange rate. In
order to promote further integration into the EU market, the anchor currency was changed from the
US dollar to euro on 2 February 2002. The system of Litas exchange rate fixed to the euro will
create the conditions for participation in the Exchange Rate Mechanism-2 following Lithuania’s
accession to the EU and the introduction of the euro in future. Currently, the exchange rate of 1
EUR is 3.452 Litas.

Regardless of positive macro-economic indicators in the country, Lithuania is still experiencing
high unemployment rates and relatively low levels of wages and salaries as well as social benefits.

The number of employed persons in the Lithuanian economy began to decrease since 1998 – the
year of economic crisis in the country. The employment rate in 2002 was 49.9%.

The unemployment rate in Lithuania has exceeded 10% margin since December 1999. Currently
the unemployment rate is about 12% according to National Labour Exchange data and about 14%
according to Labour Force Survey data. There is a high regional unemployment rate differentiation
in the country. 
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In 2002 the average monthly gross earnings amounted to 1034 Litas (300 EUR), net earnings – to
741 Litas (215 EUR), the minimum monthly wage amounted to 430 Lt ( 125 EUR) in Lithuania.
The minimum monthly wage was not increased since 1998, the nominal average monthly gross
wage during 1998-2002 year period increased by 11.1%.

In 2002, the average monthly disposable (net) income per capita amounted to 421 Lt (122 EUR);
the average monthly retirement pension to 324 Lt (94 EUR); the average monthly unemployment
benefit to 172 Lt (50 EUR); the state supported income to 135 Lt (39 EUR).

Social dialogue
Since 1990, after the restoration of independence, a lot of work has been done to develop a
dialogue between the social partners and to smooth the contradictions between capital and labour.
On the whole, the legal regulation system for industrial relations has been established anew; and
it is under constant development. By the end of 1991, new main laws regulating industrial relations
were approved: the Law on Employment, Law on Individual Income Security, Law on Collective
Bargaining, Law on Trade Unions, Law on Employment Contract and Law on Holidays. Almost all
laws and their amendments in this sector were worked out together with the representatives of
Trade Unions and Employers’ Organisations. In developing industrial relations in Lithuania,
greater possibilities have been provided for a direct dialogue between employees and employers.

At present, there are two main employers’ organisations in Lithuania: the Confederation of
Lithuanian Industrialists and the Confederation of Lithuanian Entrepreneurs and Employers.
There are also three main trade unions: the Confederation of Lithuanian Trade Unions, Lithuanian
Labour Federation and Lithuanian Trade Union ‘Solidarumas’/Solidarity.

A system of tripartite organisations in Lithuania is comprised of a number of tripartite councils and
commissions, most of them specialised. Most of these organisations are operating at a national
level, while some of them have extended their activities to regional level. The Tripartite Council of
Vilnius City was established in 2000, followed by the Tripartite Council of Vilnius County, which
was the first county-level council established in 2001.

In addition to the Tripartite Council of the Republic of Lithuania, there are eight tripartite
Commissions/Councils operating at national level. The creation of regional tripartite councils has
only recently started. Yet, decision-making (likely to have impact on EMU) could be in fact
influenced by the Tripartite Council of the Republic of Lithuania only.

In 2002, the specialists at the Headquarters of the ILO in Budapest conducted an assessment of
tripartite consultation mechanisms in Lithuania. Their conclusions provide a positive evaluation of
tripartite consultation system in Lithuania, particularly of the Tripartite Council and the National
Safety Commission. However, the conclusions point out the insufficient emphasis on the influence
of separate tripartite institutions upon making final decisions, not always clearly defined functions
and rights of separate tripartite institutions, as well as insufficient co-operation between tripartite
institutions.
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Labour Code and collective agreements
In June 2002, the Seimas of the Republic of Lithuania passed a new Labour Code that came into
force on 1 January 2003. The new Labour Code is based on main legal acts of the European Union
and the ILO and provisions of European Social Charter. The Labour Code pays particular attention
to the development of social dialogue and collective industrial relations: the conception of social
partnership and principles of collaboration are defined for the first time. However, the level of
activity around the signing of collective agreements is still insufficient in Lithuania. Collective
agreements so far are basically concluded at enterprise level only. Only about 15% of enterprises
and organisations have concluded collective agreements. Sectoral collective agreements were
concluded only in a few sectors (energy, communications and education) and are more of a
declarative nature. 

According to the Lithuanian Department of Statistics, for the year 2001 there were 34 strikes in the
country, including 29 warning strikes. Compared to 2000, the number of strikes in 2001 was fewer
(56 strikes in 2000), while in 2002 not a single strike was registered.

In order to consolidate social partnership and regulation of industrial relations through collective
agreements, the Lithuanian government according to the Tripartite Council recommendations
confirmed the ‘Government, Trade Unions and Employers’ Organisations measures of Social
Partnership Development Plan for 2003-2004’ in January 2003.

Possibilities for social dialogue to support the EMU convergence process 
Analysis of the social situation and social dialogue demonstrated that Lithuania has favourable
conditions for co-operation of social partners. The new Labour Code and liberalisation of industrial
relations create opportunities for more flexible regulation of industrial relations and maximal
tuning up of employers and employees’ interests. However the analysis of the economic situation
shows that social dialogue has not been sufficiently used for this purpose in Lithuania so far. There
exists a relatively big gap  (two years) in Lithuania between economic growth of the country and
manifestation of such growth in the social and employment sphere, which in fact does not
correspond to the aims of social dialogue in EMU perspective. 

In future, social dialogue should avoid such disharmonious economic development. The authors
recommend setting forth in the national-level agreement a link between changes of the GDP and
average gross earnings. Moreover, taking into consideration an extremely low living standard in the
country, particular attention of the social partners should be paid to the topic of labour costs.
Therefore, in the EMU perspective, the development of social dialogue must be effectively
harmonised with governmental tax policy in order to improve social development and production
levels. To achieve this objective, economic measures promoted by social dialogue should be given
particular attention.
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As is mentioned in the report, the political situation in Lithuania as well as the regulation of
industrial relations facilitates all the necessary conditions for the development of social dialogue.
But in reality cooperation between employers and employees has not reached the desireable level
of effectiveness yet, although it is assuming growing importance. The new Labour Code should be
oriented to the regulation of work relations under collective agreements. Social partners in
Lithuania must seek to attain the same level of importance for social dialogue as it has in other
candidate countries: they must act together to transpose the statutory regulations into realistic
industrial relations at national and regional (local) levels. 

Thus in developing a social dialogue in Lithuania, we should first of all answer six questions (based
on the six-level principle: ‘WHAT? WHY? WHEN? WHERE? WHO? WHICH?’):

1. WHAT should be done? 
Promote social partners’ interest in developing collective industrial relations 
It is important to promote the development of social dialogue, using economic rather than
administrative measures. The social dialogue tradition started in Lithuania in 1990 and it should
be emphasised that significant progress has been made (especially after the year 2000). The new
Labour Code promotes collective agreements as well. The aim is to create a favourable
environment for the promotion of collective agreements and increase reliance on the social
partners. 

Develop a wages regulatory system through linking economic growth and social development
As the report highlighted, economic growth in Lithuania is not in step with the social development
of the country. Social dialogue should facilitate the preparation of an effective wages growth model,
as well securing the link between economic and social development. It is necessary to ensure that
economic growth serves the interests of all sections of society, not just a small group of citizens. On
the other hand, the growth of wages should depend not only on subjective factors (relations
between employer and employee), but also on objective factors, such as the results of production
and general macroeconomic situation. 

2. WHY should it be done?
Low standard of living

Increased income gap between different social groups and growing social exclusion
Social stratification is widely proliferating in Lithuania. Insufficient income level regulations as well
as limited possibilities for social support increase the number of poor families, especially in rural
areas. The annual increase in average wages as well as in minimum monthly wage is insufficient. 

Tax policy not oriented towards employment 
The number of employed disabled and elderly people went down significantly in 1998-2003 in
Lithuania. The current tax policy does not encourage employers to take on young people and
students for work experience. There are no measures to support the first work placement of these
persons. Taxation of the labour force in Lithuania is one of the highest in Europe (a burden on both
employers and employees), therefore social partners should put pressure on the government to
change the tax policy. 

Annex
National Action Plan Guidelines
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3. WHEN is it appropriate to carry it out?
The main idea is ‘step by step’:

Prepare strongly motivated programme documents to be adopted by the social partners (end of 2003
– beginning of 2004)

Carry out joint social partner research and surveys for possible development (2004-2006 and later)

Work towards drafting and adoption of legislation (2004-2005)
Organise systematic training of the social partners
The social partners’ organisations in Lithuania are not sufficiently solid , especially in the regions,
where the development of industrial infrastructure is not very high. Therefore, targeted training
could be one of the most effective instruments in developing and strengthening social dialogue. 

4. WHERE is it appropriate to carry it out?
The Tripartite Commission of Wages under the Tripartite Council of the Republic of Lithuania
Historically, wages is one of the major targets of social dialogue. Therefore, it would be useful to
pay particular attention to the regulation of this industrial relations element. If circumstances of
wages alteration could be harmonised (to conclude an agreement on the general wages system in
sectors), it would be a reason for us to say that social partners’ cooperation is moving to a higher
stage and has a relevant role to play. 

5. WHO should be responsible for this work?
Tripartite Council of the Republic of Lithuania
It should be mentioned that in 2000-2003 the role of the Tripartite Council of the Republic of
Lithuania has grown considerably. Therefore, we can expect that the role of this institution will be
as important in the future and enable us to increase influence on governmental decisions. The
other alternative is the Ministry of Social Security and Labour. However, given that the Ministry of
Social Security and Labour is one of the social partners, the delegation of all the responsibilities to
this institution would be inefficient as well as distort the principle of social cooperation. In view of
current circumstances, the specialists of the Ministry of Social Security and Labour should
encourage and initiate the development of social dialogue and collective agreements in Lithuania. 

6.  WHICH resources should we use for our work?
Financial resources: European Foundation for the ILWC, International Labour Organisation, EU
Funds, National Budget (budgets of municipalities), Lithuanian Employment Fund, financial
resources of social partners
It should be stressed that the development of social partnership does not have sufficient support
from financial resources at national level. Therefore, on the one hand we should cooperate more
actively with foreign partners and international organisations and on the other seek to increase
national resources. 

Human resources: working groups of the representatives of social partners and academic society
It is vital to empower integrated groups of social partners’ delegates and scientific officers when
organising and putting forward particular proposals. This would enable us to increase work
efficiency as well as simplify the procedure of coming to an agreement on drafted proposals.
Furthermore, these integrated groups would be more flexible and proposals would correspond
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more to the interests of the social partners. It is important to mention the necessity of further
development of the relationship between social partners and the academic world. As social
partners do not yet have any particular research centres, the proposals do not always have a
sufficiently theoretical and analytical validation, which sometimes results in undesirable
consequences in terms of untenable decisions. 
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