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Index Value Interpretation

ICIL = 2 (maximum) All enterprises anticipate improvement (Maximum Positive Expectations).

ICIL > 1 There are more enterprises anticipating improvement than ones anticipating deterioration. The 
respondents feel that, in general, conditions are improving.

ICIL = 1 There is same number of enterprises with positive and negative expectations (Balanced Expectations). 
The respondents feel that, in general, conditions are unchanged.

ICIL <1 There are more enterprises anticipating deterioration than ones anticipating improvement. The 
respondents feel that, in general, conditions are deteriorating.

ICIL = 0 (minimum) All enterprises anticipate deterioration (Maximum Negative Expectations).

Table 1. Index Value and Interpretation

ICIL represents the evaluation of Lithuania’s business 
and investment climate conducted by top executives 
and senior officers of the country’s largest foreign 
capital firms. It is a direct reflection of the opinions and 
expectations that present business decision-makers 
in Lithuania have about the development of Lithuania’s 
economy in the foreseeable future.

The purpose of this index is to provide an alternative tool with 
which to assess the business conditions and investment climate 
in Lithuania, as well as to indicate the expectations of market 
participants for the short-term future.

The ICIL is an informative and useful tool for possible foreign 

investors and other interested parties, providing them with 
relevant information and expected short-term developments 
in the economy through the eyes of market participants that 
face the existing challenges and exploit the opportunities of the 
Lithuanian market on a daily basis.

The established questionnaire enables the evaluation of 
Lithuania’s economic conditions and the identification of existing 
barriers preventing the maximum business efficiency potential 
of the country being reached. 
 
ICIL survey has been carried out by questioning largest foreign 
investors in Lithuania. The afore-mentioned survey‘s results are 
based on 61 received responses. 
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YEARFULL OF ICIL – POSTIVIE 
EXEPCTATIONS IN THE MARKET: 
investor expectations towards economy 
developments decreases by a slight margin 
in the first quarter of 2015, however 
overall evaluations stand strong on the 
positive side

Investor Confidence Index for Lithuania (ICIL) value for the 
first quarter of 2015 is 1.136. In absolute value it has dropped 
down a few points from the previous evaluation; however the 
overall value is still above 1, which means that there are more 
enterprises anticipating improvement than ones anticipating 
deterioration. The respondents feel that, in general, conditions 
are improving (see Table 1). It is merely that the proportion of 
bullish-feeling investors is a bit smaller than in the quarter 
before. It can be observed that ICIL has continuously reported 
values above 1 which indicates that investors in Lithuania have 
been persistently optimistic throughout the year. There could 
be a few speculations made why the overall index value and 
investors’ expectations have contracted by a few points including: 
increasing tensions in the Russia-Ukraine crisis, upcoming 
municipal elections in March, terrorism events in France and 
business flow fluctuations due to the introduction of the Euro in 
Lithuania. Foreign investors in Lithuania are expecting positive 
developments and have expressed it on numerous occasions 
which fuels confidence in the existing market, business and 
export conditions in the country. However, there always are 
issues to be improved and obstacles to overcome to increase 
Lithuania’s competitiveness even more and attract Foreign 
Direct Investment (FDI) into the economy. 

Evaluation of Telecommunications & Internet 
infrastructure
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Table 2. ICIL Dynamics 2014 Q2 – 2015 Q1

  Low Moderate High

2015 Q1  0% 5% 95%
2014 Q4  0% 8% 92%
2014 Q3  0% 2% 98%
2014 Q2  0% 6% 94%

Mobile Networks and IT 
Infrastructure Fulfil Investors’ 
Standards

2015 Q1

1.136

The level of telecommunications & internet infrastructure in 
Lithuanian economy has been evaluated to be in a pristine 
state in current situation. Getting access to internet broadband 
or mobile networks is causing no problems for businesses. 
An average of 94.75 % of all investors evaluates the afore-
mentioned infrastructure to be in a high level state. What is also 
interesting, is the fact that not a single survey respondent in a 
year has declared the IT and mobile infrastructure not to satisfy 
their needs therefore, there has been no negative evaluations 
in the matter (see Table 3). What is more, only a small margin 
ranging from 8% to 2 % throughout the year have identified IT 
and mobile accessibility and quality to be of moderate level. This 
stresses Lithuanian economy’s advantage and signals possible 
niches for further business fostering in the area. It seems 
that telecommunications infrastructure may start becoming 
one of the economy’s competitiveness increasing factors. This 
advantage may also be used in targeting certain businesses 
to open their offices in Lithuania and attract FDI. Moreover, 
the efficiency of the infrastructure in question is perceived to 
improve during the first quarter of 2015 according to 18% of 
survey respondents. The rest 82% expect the infrastructure level 
to remain at the same level.

Table 3. Evaluation of Telecommunicatons & Internet Infrastructure
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Lithuanian & Export Markets’ 
Productivity Contains Strong Positive 
Confidence among Investors
 
One of the largest contributors to the year-length positive 
expectations of ICIL has surely stemmed from the fact that 
businesses responding to the questionnaire had optimistic 
company performance forecasts. Firm-specific factor 
expectations have a direct influence on the value of ICIL and the 
better business prognosis of the following quarter, the higher 
overall value of ICIL.

During the last year, an average of 49% of survey participants 
have expected the demand for their representative business 
to increase in the following quarter and a staggering average 
of 90.5% expected the demand either to increase or remain at 
the same state. In other words, half of foreign capital firms in 
Lithuania prospect business growth and only one tenth of them 
foresee a decline in demand. It surely helps to boost confidence 
and plan expansion while making business projections when the 
demand and revenues are expected to grow.

Table 4. Firm Performance Factors, ICIL

In addition, alongside increasing demand investors have fairly 
bright expectations towards business profitability. Almost a 
third of investors have been expecting to boost profitability in 
the following quarter throughout the whole year and the last 
survey reported highest benchmark value of 36% of respondents 
expecting increased profitability in the first quarter of 2015 (see 
Table 4). Positive outlooks of similar fashion are reflected about 
the number of employees, export orders and capital investments 
in the 4 surveys of ICIL. An average of 31%, 26.75% and 36% of 
investors declared expectations number of employees, export 
orders and capital investments to increase in upcoming quarters,  
respectively. What is more, the last reported numbers for export 
orders and investments into capital have reached highest values 
so far. 

To sum up, all of the mentioned performance indicators are 
reportedly perceived to improve or keep the status quo by 85 
– 94% of investors on subsequent last 4 quarters which leaves 
only 6-15% of survey respondents that are feeling pessimistic in 
particular areas of business indicators. It signals a strong innate 
trust in the Lithuanian market and export opportunities that 
the economy can provide. Once more it supports the prevailing 
opinion of experts that Lithuania and other Baltic States will be 
among the top performing economies in the Euro zone in the 
upcoming couple of years. 

Businesses Reportedly Are Planning 
to Make Investments

Optimistic light sheds on the investment plans of surveyed 
companies. 36% and 34% of respondents declared plans for 
the first quarter of 2015 to increase new investments and new 
workplaces, respectively (see Table 5). An equal share of 51% 
of survey participants are planning no changes in the already 
mentioned areas, and 13% of surveyed managers are going to 
decrease new investments while 15% of them will lower the 
amount of employees they employ. Similarly to firm-specific 
factors performance, investment plans have reflected more or 
less the same results over the 4 surveys of ICIL. It constitutes a 
continuous determination of investors to expand operations or 
at least maintain operational levels. This notion goes line in line 
with the demand expectations indicator mentioned previously, as 

Table 5. New Investment Plans, ICIL

Firm performance factors 
Demand of 
Products/Services Profitability

No. 
of Employees

Export 
orders

Capital 
investments

2015 Q1
Increase 49% 36% 26% 30% 39%

Increase or remain the same 87% 82% 83% 87% 85%

2014 Q4
Increase 55% 31% 39% 27% 39%

Increas or remain the same 92% 84% 94% 93% 92%

2014 Q3
Increase 40% 31% 28% 26% 33%

Increase or remain the same 88% 90% 87% 95% 99%

2014 Q2
Increase 52% 33% 31% 24% 33%

Increase or remain the same 95% 85% 85% 100% 98%

AVERAGE
Increase 49% 32.75% 31% 26.75% 36%

Increase or remain the same 90.5% 85.25% 87.25% 93.75% 93.5%

while expecting increasing demand for goods and/or services, 
businesses need to go one step ahead and invest into equipment, 
staff and other operational capacity enhancing resources in 
order to be able to meet increasing demand. If in the future, 
businesses would start to expect the demand to decrease, so 
would the number of new investments or workplaces.

New 
Investments 100 %

New
Workplaces 100 %

Decrease          Remain                Increase
                           Unchanged

36 %

51 % 34 %

51 %13 %

15 %



Competitive Labor Costs, Talents & 
Infrastructure: Fundamentals 
of Lithuania’s Attractiveness 
for FDI 

Results of 4 consecutive ICIL surveys has refined the most 
influential and most significant FDI attracting factors that 
Lithuania’s economy has to offer. According to investors, the 
overwhelming sole attractor which gives Lithuania an advantage 
in terms of surrounding economies is relevantly qualified labor 
for a competitive price. Competitive Labor Costs has been the 
mostly picked advantage in all 4 of the surveys and was outlined 
by an average of 70.25% of all respondents (see Table 6). After 
relatively cheap labor resources, investors have identified 
a few others that benefit Lithuania’s international position, 
however they are not viewed to be as important. Infrastructure 
& logistics, talent pool, proximity to markets and EU structural 
funds have been named as influential factors by an average 
number of investors ranging from 36.25 (Proximity to markets) 
to 49.5% (Talent pool) during the ICIL questionnaires. There 
are a few other advantages that were pointed out by investors 
individually including strong agricultural sector and professional 
and competent work of “Invest Lithuania“, investment promotion 
agency.
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Table 6. Lithuania’s Advantages for FDI, ICIL

Reform Requiring Areas to 
Increase Attractiveness: 
Fight with the Shadow Economy 
and Labor & Employment 
Regulations Prioritized 
by Investors

Investors surveyed in the ICIL questionnaires are not only asked 
to provide their expectations on certain macroeconomic and 
internal company variables but to express their opinions on what 
can be done in order to boost Lithuania’s attractiveness for FDI 
and international competitiveness. The prevailing area in need of 
significant requirements for reform seems to be the fight with the 
shadow economy. The answer option has been included only for 
the last two surveys of ICIL and has instantly surged as one of the 
most popular ones among others such as labor & employment 
regulations, public sector efficiency, taxation and transparency. 

Labor costs being the most influential Lithuania’s advantage 
in attracting FDI, it is controversial that labor & employment 
regulations are regarded to be in inefficient (see Table 7). In order 
to use potential to the fullest, the biggest advantages should 
be fueled more not to decrease in relevance. Therefore, a lot of 
attention and political will should be directed towards amending 
the regulations. Other areas causing the most market externalities 
are the public sector inefficiency, taxation system unfeasibility and 
the lack of transparency. The numbers speak for themselves (see 
Table 7).
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2015 Q1 2014 Q4 2014 Q3 2014 Q2 AVERAGE

Labor Costs 74% 73% 60% 74% 70.25%

Infrastructure 
& logistics 51% 47% 41% 43% 45.5%

Talent Pool 49% 53% 48% 48% 49.5%

Proximity to 
markets 44% 39% 43% 19% 36.25%

EU structural 
funds 41% 37% n/a n/a 39%

Table 7. Areas in Need of the Utmost Attention, ICIL

2015 Q1 2014 Q4 2014 Q3 2014 Q2

Fight with Shadow 
Economy 74% 61% n/a n/a

 Labour & Employment 
Regulations 59% 66% 67% 80%

Public Sector Efficiency 48% 50% n/a n/a

Taxation 44% 44% 57% 72%

Transparency 41% 44% 53% 74%
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Qualified Labor – a Desired Resource 
in Lithuanian Market

As we already have discussed, competitive labor costs is 
the leading advantage of Lithuanian economy, however this 
resource even though valuable, is not dense. According to 
ICIL results (Table 9), a large part of investors evaluate the 
availability of qualified labor to be deficit (average of 38% 
throughout 4 surveys). Lithuania has a good position to offer 
competitive labor but the resource is scarce. It could be the 
result of various reasons including inefficient education system, 
inadequate professional guidance of school graduates or the 
lack of experience of existing labor force. Whatever the reason 
is, this poses a significant threat for Lithuania if no reform is 
undertaken. The largest competitive advantage could prove to 
be useless in the future. If nothing is done, either labor costs 
will increase due to decreasing numbers of qualified labor or the 
economy will be forced to import labor from foreign countries. 

Demand of 
Products/Services

2015 Q1

Not Sufficient 43%

Sufficient 56%

2014 Q4

Not Sufficient 37%

Sufficient 58%

2014 Q3

Not Sufficient 26%

Sufficient 67%

2014 Q2

Not Sufficient 46%

Sufficient 50%

AVERAGE

Not Sufficient 38%

Sufficient 57.75%

Table 8. Availability of Qualified Labor in the Market, ICIL

Business Growth Friction Inflicting 
Factors 

In order to grasp the roots of the problem, a deeper look into 
what causes the most problems for business development 
and growth should be taken. In questionnaires, managers 
have repeatedly stressed a few factors creating barriers for 
development. Mostly, investors named insufficient demand to 
be the biggest source of stagnation. Approximately slightly more 
than half of all respondents have selected the lack of demand 
to be a major business limiting factor. It could be attributed to 
the low purchasing power, too little number of consumers in the 
economy, fierce competition and others.

Alongside the lack of demand, managers have also pointed out 
excessive regulation of business activities, unclear government 
policy and the lack of labor as factors raising concern. Moreover, 
around a third of ICIL participants perceive the political crisis in 
the Eastern Europe to limit their business. The Russian-Ukraine 
crisis has been escalated in a lot of headlines in the last year 
and the end of this conflict is yet to be seen. No matter what 
political views one may have, the fact that it negatively affects 
not only the economies of the two countries in question but the 
whole region’s economic development as well. It is a question of 
political extrapolations when and how the conflict will conclude, 
but business risk is there and it should be accounted for.

Other factors that have been mention but not included in the 
illustration are inadequate financial education of the general 
population, growing problem with the availability of IT resources 
and unclear Government regulations on EU funding rules.

2015 Q1 2014 Q4 2014 Q3 2014 Q2

Insufficient Demand 59% 52% 59% 59%

 Excessive Regulation 38% 31% 34% 39%

Russian – Ukraine Crisis 34% 31% n/a n/a

Insufficient Availability 
of Labor 23% 19% 14% 31%

Unclear Government Policy 23% 6% n/a n/a

Table 9. Business Limiting Factors, ICIL
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ADDITIoNAL INSIGhTS & EuRo INTRoDuCToN 
FROM JANUARY 1ST, 2015
During every survey some additional questions that deviate from 
the standard survey form are included in the questionnaire in 
order to have the latest insights on current issues circulating in 
the political and economic arena of Lithuania.

INEFFICIENCY OF PUBLIC SECTOR 
INSTITUTION: Causes

As the public sector is a large employer of Lithuanian workforce 
and should be an impressive one based on quantity, there is a lot 
of criticism when one is measuring the public sector in terms 
of efficiency. During the last ICIL survey, 48% of investors have 
identified the public sector to be among the business environment 
sectors which require immediate reform. To get some deeper 
information on the matter, investors were asked to pinpoint 
their opinions on what state the public sector in Lithuania is in. 
There were two prevailing choices (see Table 10). 95% of survey 
respondents evaluated the sector to be inefficient. 40% of investors 
accrue this inefficiency to over-crowding. In other words, the 
public sector employs too many people. While consolidating the 
public sector not only increased efficiency may be reached, there 
would be increases in available labor force in the market as well 
– a feature that businesses would greet with their hands open. 
Two birds could be killed with one stone. The rest 55% believe that 
public sector is imperfect due to chronic Soviet traditions and the 
bureaucracy entangled in them. This issue relates to transparency 
and the notion that some decisions are made based on individual 
utility for certain officials, unfair agreements, corruption and other 
biases which disrupts competition and fair conditions. 

Over-Crowded, Therefore Inefficient 40%

Progressive State, Functioning Properly 3%

Understaffed, Therefore Inefficient 2%

Chronic Traditions, Bureaucracy, Therefore Inefficient 55%

Table 10. Perceptions of the Number of Lithuanian Public Sector 
Institutions and Public Sector Employees, ICIL 2014 Q4

EURO INTRODUCTION: Long-term Implications

It does not take a genius to guess that single currency and 
acceptance into the Euro zone would be viewed as a positive 
development for the majority of businesses, investors have still 
been asked about their perceptions. Responses raise little doubt 
if any at all. An astounding proportion of 95% of foreign capital 
firm managers have claimed that Euro introduction will have 
a positive impact, 16% of those expect a highly positive impact 
(see Table 11). On the other hand, no single response has been 
received indicating that the Euro will have a negative effect (5% of 
survey participants foresaw no impact). Attributing to the positive 
expectations of the Euro is the fact that 30% of respondents have 
disclosed that the macroeconomic sustainability in the country 
will increase in the first quarter of 2015 (ICIL 2015 Q1 results). It 
seems that the Euro has been a long awaited step for Lithuania’s 
economic development.

Highly positive 16%

Positive 79%

No impact 5%

Negative impact 0%

Table 11. Mid to Long-term Implications of Euro Introduction on 
Lithuanian Economy, ICIL 2015 Q1

EURO INTRODUCTION: Incurred Business Costs

It is of no question that the transition from one currency to another 
in a country has far reaching consequences and requires a certain 
amount of preparation. ICIL respondents were asked to suggest 
whether incurred costs due to the transition would pose significant 
obstacles for business. Survey results indicate that only 7% of 
foreign capital businesses in Lithuania have or will incur very 
severe costs due to Euro introduction that would lead to short-term 
financial limitations. 36% claimed that incurred total costs would 
be moderate resulting in manageable disruptions of business flow, 
54% suggested that the incurred costs would not be significant 
enough to raise concern and 3 of business will incur no costs. The 
overall assessment could be made that businesses operating in 
Lithuanian market should be able to overcome the setbacks of the 
transition to the new currency of Lithuania.

Very severe 0%

Severe 7%

Moderate (manageable disruption of business flow) 36%

Not troubling (not significant enough to raise concern) 54%

No incurred costs 3%

Table 12. Incurred Costs Related with the Introduction of the Euro for 
Business, ICIL 2015 Q1

EURO INTRODUCTION: Raising Public Awareness

As the currency change is a significant economic event in a 
nation’s history with long lasting aftereffects, it is not solely a 
duty of business to prepare for currency changes, but it is also 
the responsibility of the governing bodies and public authorities 
to provide information and ensure a fair transition process not 
to destabilize the existing market. In Table 13, the evaluation of 
controlling institutions’ actions predating the Euro introduction can 
be observed. Investors have been asked to assess the smoothness 
of the transition process in terms of informing the general public 
& business, preventing fraudulent activities, ensuring fair price 
conversion and others. Mostly, the results are on the positive side 
with 95% of all investors evaluating the performance of transition 
governing bodies as better than expected or better.

The conclusion to be drawn is that majority of investors are 
satisfied with the introduction of the new currency, are ready 
to outbalance the incurred costs and are impressed with the 
transition mechanism.

Very well 18%

Well  41%

Better than expected 34%

Worse than expected 5%

Poorly 2%

Table 13. Effectiveness of Controlling Institutions Predating Euro 
Introduction, ICIL 2015 Q1


