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Procedural remarks

Application EGF/2009/017 LT/Construction of buildings has already been approved by the 
Commission and the Proposal for a decision of the EP and the Council on the mobilisation of 
the EGF (COM(2010)9 final) has been sent to the EP. The BUDG committee will adopt its 
report on this application on 23 February 2010. Therefore, EMPL has to adopt its opinion at 
its meeting of 22 February 2010.

As the Commission has announced to adopt the Proposals for a decision concerning the other 
two cases, EGF/2009/016 LT/Manufacture of furniture and EGF/2009/018 LT/Manufacture 
of wearing apparel, within the next days and seen the fact that the next EMPL meeting will be 
only on 4 March, it could be useful to adopt the opinion on these two cases also on 22 
February 2010, provided that the Commission will have adopted the COM documents until 
then.

Background of the applications

According to Eurostat, Lithuania belongs to the three Member States of the EU with the 
highest increase of unemployment between 2008 and 2009 (6,4% to 14,6% between the third 
quarters of 2008 and 2009). On this backdrop, the total of redundancies of the four LT 
applications of 2009, which amounts to 4.886 (EGF/2009/10 and EGF/2009/16-18), seems 
very important on a national level with a population of about 3.35 million people. As the 
Commission points out, the entire territory of Lithuania forms a single region at NUTS II 
level (paragraph 8 of the SEC(2009)053 final).

The redundancies are causes by the effects of the global financial and economic crisis, as 
shown in the applications. The crisis resulted in a steep drop in consumer expenditure and of 
construction demand and activity as well as a severe reduction of access to financial credits.

Therefore, the overall economic situation of Lithuania has to be judged as very serious as 
confirmed by the report of the European Commission "LITHUANIA- Commission 
assessment in relation to the Commission Recommendation for a Council recommendation to 
end the excessive deficit situation" of 27 January 2010. In this report, the Commission
underlines that "the Commission services' spring forecast expected the economy to contract 
by around 11% in 2009 and by a further 4¾% in 2010. The expected contraction was driven 
mainly by falling domestic demand, with investment set to decline substantially due to tight 
credit conditions and the bursting of the real estate bubble. Based on the latest available 
information, real GDP declined year-on-year by around 16% in the first nine months of 2009, 
one of the largest declines in the EU and a drop not seen in 17-years. Investment collapsed by 
more than 40% y-o-y, while the decline in private consumption was nearly 20%. The fall in 
output is much larger than forecast in spring, and led to a sharp drop in tax revenue, which 
contracted at a much faster pace than experienced at the end of 2008." Due to these events, 
the Commission concluded that the deadline for correction of the excessive deficit for 
Lithuania was no longer realistic. It therefore proposed to extend it to 2012.

Seen this rather dramatic economic situation, the contribution of the EGF seems rather 
modest. The personalised services financed by the EGF in the framework of the four 
Lithuanian applications equal a contribution of 524 Euro per Lithuanian worker and a total 
contribution of 2.562.625 Euros compared to more than 5 million Euros for 1.300 workers in 
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the DE/Nokia case and nearly 10 million Euros for about 1.300 workers in the SE/Volvo case.

As the Commission states in the SEC documents, there are still 446 960 953 million Euros 
available for the mobilisation of the EGF in the budget 2009 after deduction fo the amounts 
already accepted and proposed for commitment (SEC(2009)061 final, p.10)

Possible questions

On the basis of this reasoning several questions could be asked to the Commission which do 
not question the analysis of the Commission that the three new applications meet the criteria 
of the EGF regulation which trigger the deployment of the fund:

Until now, there were already some discussions about the different amounts requested by the 
Member States for assistance of the EGF in cases of mass redundancies. The Commission has 
always explained, with some right, that it was up to the Member States to decide on the level 
of assistance requested. But in this case, the situation seems to be different. The amount 
requested is not remarkable in comparison with the requests of other countries but with regard 
to the very difficult economic situation in Lithuania and the fairly high amount still available 
in the EU budget for the EGF in 2009.

Therefore, the Commission could be asked whether Lithuania was at any stage of the 
procedure encouraging Lithuania to request more assistance.

Furthermore, seen that the crisis has affected many sectors of the Lithuanian economy and 
seen the forecasts that the recovery of labour markets could take several years, the 
Commission could be asked which additional measures were put in place co-financed by the 
ESF to enhance an overall recovery of the employment situation and to avoid pauperisation of 
large parts of the Lithuanian population.
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EGF Working Group questions to the European Commission:

Q1: Why are the estimated costs per worker targeted different for the Outplacement 
assistance for each LT application while all other costs stay the same?

Answer:

The Outplacement assistance measure consists of three sub-measures:
(a) For those workers who are particularly disadvantaged, have dependent children under 
the age of 8, or are over 50 years of age, employment subsidies will be provided to stimulate 
them to remain in or return to the labour market.

(b) Support will be provided for the acquisition of professional skills, to allow them to 
acquire new skills directly in the workplace.

(c) For those without skills but who are at risk of exclusion from the labour market, 
special time-limited public work employment will be provided for a maximum of 6 months in 
order to avoid demoralisation and demotivation.

For each of these sub-measures the average costs per worker are identical in each of the 
Lithuanian applications:
(a) EUR 910 per worker
(b) EUR 455 per worker
(c) EUR 1200 per worker

However, in each case the estimated number of workers who will benefit from each of these 
sub-measures varies according to the profile of the workers. The table below summarises the 
estimates, and explains the resulting difference in the average cost per worker for the measure 
as a whole:
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Measure 2: Outplacement Assistance

EGF/2009/016 
LT/manufacture 
of furniture

EGF/2009/017 
LT/construction 
of buildings

EGF/2009/018 
LT/wearing 
apparel

2.1 Subsidised employment
    Cost per worker (Euro) 910 910 910
    Estimated workers 150 120 110
    Sub-total per sub-measure (Euro) 136500 109200 100100

2.2 Support for acquisition of professional skills
    Cost per worker (Euro) 455 455 455
    Estimated workers 30 40 30
    Sub-total per sub-measure (Euro) 13650 18200 13650

2.3 Public works
    Cost per worker (Euro) 1200 1200 1200
    Estimated workers 120 150 100
    Sub-total per sub-measure (Euro) 144000 180000 120000

Total cost of Measure 2 294150 307400 233750
Total estimated workers benefitting 300 310 240
Average cost per worker 981 992 974

Q2: Also concerning the Outplacement assistance, Ms Harkin wanted to know the 
difference between the three categories of workers targeted by this measure.

Answer:

The three sub-measures target slightly different profiles:

 Sub-measure (a) is aimed at those who have difficulties as a result of their personal 
circumstances or educational level, and for whom it would be difficult to accept a new job 
at a lower rate of pay. For these workers employment subsidies will stimulate them to 
remain in or return to the labour market. The precise categories of workers who can 
benefit from this sub-measure is set out in the Lithuanian Law on Support for 
Employment (Article 4).

 Sub-measure (b) is aimed at those who are easier to re-integrate, but who have skills that 
are no longer appropriate in the labour market. This sub-measure is designed to allow 
these workers to accept a new job at a lower rate of pay in order to acquire skills on the 
job that will then make them more employable..

 Sub-measure (c) is aimed at those who have the least skills, and may have a very low level 
of education. As these are the group most at risk of dropping out of the labour market, and 
thus finding themselves at risk of social exclusion, the sub-measure aims to provide direct 
time-limited public work employment for a maximum of 6 months in order to stop these 
workers drifting into long-term unemployment.
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Q3: What are the criteria that workers have to comply with to be eligible for the measure 
"Entrepreneurship promotion (intensive)" compared to "Entrepreneurship promotion 
(basic)"?

Answer:

The more intensive entrepreneurship measure falls under the Lithuanian Law on Support for
Employment (Article 29) which requires the entrepreneur to create an additional workplace, 
while the basic measure simply promotes the setting up of a micro-business by and for the 
redundant worker alone. The beneficiaries of the basic assistance will therefore be expected to 
become self-employed, while those benefitting from the more intense assistance will go on to 
become employers themselves.

Q4: Besides, there was a lengthy discussion about the low amount requested by Lithuania 
from the EGF. Mr Hatt explained that it was more attractive for new Member States to 
finance measures from the ESF as the contribution rate of the EU is higher. It would be good 
if we could have something in written in this respect with regard to the complementary 
measures financed by the ESF.

Answer:

The ESF in Lithuania co-finances up to 85% of the total cost of activities, whereas the EGF 
has a maximum co-financing rate of 65% of the total cost. It is therefore easier for Member 
States such as Lithuania to fully exploit the ESF where possible, and only to use the EGF 
where the ESF is already fully extended. 

In the recent EGF applications from Lithuania, however, the difficulties experienced in the 
Lithuanian labour market since the onset of the current economic crisis have meant that there 
is little extra capacity in the ESF-funded activities to cope with the additional demands, and 
hence Lithuania has applied for the additional assistance that the EGF can offer.

The amounts requested are relatively low for two reasons: firstly because costs in Lithuania 
are below the average for the EU, and secondly because Lithuania has limited itself to basic 
support measures, given the fact that it has to find 35 % co-funding at a time when its national 
budget is experiencing the financial and economic crisis.


