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Index value Interpretation
ICIL=2 (maximum value) All  participants indicate positive expactations (absolutely positive expectations).
ICIL >1    

ICIL =1 Equal numbers of participants indicate positive and negative expectations.

All participants indicate negative expectations (absolutely negative expectations).

ICIL <1 The percentage of participants with negative expectations exceeds the percentage
of respondents with positive expectations 

ICIL =0 (minimum value)

Contact: Junior Analyst Mantas Šnioka Investors’ Forum
info@investorsforum.lt +370 5 2755258

Fig 1. Index values and descriptions

The Investors’ Confidence Index for 
Lithuania (ICIL) reflects attitudes and 
expectations that the largest foreign 
capital businesses operating in Lithuania 
have for the country’s business and 
investment climate. The purpose of the 
index is to evaluate the country’s business 
environment and the attractiveness of 
Lithuanian economy to foreign investors 
based on the experiences and 
observations of market players already 
operating in Lithuania. 

ICIL also serves as a tool for identifying the most 
influential factors that shape these conditions. It 
provides potential investors and other 
stakeholders with principal information about 

Lithuanian economy, national market and 
short-term prospects for business 
development. 
The index consists of three indicators that 
provide an overview of the business 
environment, factors that influence business 
and investment plans of companies operating 
in the country. When measuring ICIL, priority is 
given to adequate and relevant information that 
reflects real market trends. With this in mind, 
only the heads of foreign companies and top 
tier management are invited to participate in 
the survey. 
The ICIL survey is carried out by Investors’ 
Forum, an association of Lithuania’s largest 
investors. A total of 66 Lithuania’s foreign capital 
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SUMMARY & CONCLUSIONS 
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   ICIL Q1, 2017 = 1,215
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MAIN EXPECTATIONS:
STABILITY IN POLITICAL ENVIRONMENT, INCREASED LEVEL OF TRANSPARENCY 
IN BUSINESS ENVIRONMENT AND MORE EFFICIENT TAXATION SYSTEM

MACROECONOMIC INDICATORS

95% of respondents evaluated Lithuania’s 
Telecommunication and internet level as high, 
while Transport and logistics infrastructure 
received high evaluations from 47% of 
investors. These two factors were indicated as 
the most favorable and most important factors 
when evaluating business environment in 
Lithuania (Fig. 3).
However, highly developed telecommunications 
and transport infrastructure already are being 
taken as given and may lose its importance as a 
factor positively affecting investment climate in 
Lithuania. Moreover, comparing with earlier ICIL 
surveys, a slight decrease in evaluation of both 
sectors is noticed. Since the second quarter of 
2016, telecommunication has dropped from 

absolute support to 95% and logistics from 67% 
to 47%. Therefore, in order to stay competitive 
and attract more foreign direct investment, 
Lithuania must focus on improving other 
important areas.
Among those are taxation system’s efficiency, 
political stability and business environment 
transparency. These factors scored lowest 
among investors. In their opinion, level of 
transparency in Lithuanian business 
environment has decreased. Half a year ago, 
only 6% of respondents rated transparency 
level as insufficient, whereas currently 20% of 
respondents highlight problematic situation in 
this area

Fig. 2 – ICIL dynamics, ICIL 2017Q1
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Investors’ Confidence Index for Lithuania (ICIL) 
value for 2017 first quarter remained 
unchanged since 2016 second quarter and 
maintained the value of 1,215.
This quarter’s index value is high. However,  
compared to the first quarter of 2016, there is 
0,012 point decrease. Uncertainty about 

political environment and ineffective taxation 
system were the main causes of this decline. On 
the other hand, the high level of Lithuania’s 
telecommunication and logistics infrastructure 
managed to maintain final index value on its 
height.
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Fig. 3 evaluation of business environment and investment climate in 2016 Q2 & 2017 Q1, ICIL 2017 Q1
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These results correlate well with Transparency 
International’s corruption perceptions index 
results, indicating that in the last two years 
transparency perception level in Lithuania has 
dropped from 61% to 59%. It is hard to deny 
that reforms in this area are ripe.
When it comes to attracting more foreign direct 
investment to Lithuania, changes in taxation 
system are also a must. In the second quarter of 
2016 indicated only 6% of respondents ranked 
taxation system efficiency low. In the beginning 
of 2017, there are five times more of those 
thinking, that the system is ineffective. 
Withdrawing Social Insurance celling from new 
social model may have had the most influence 

on constructing such negative respondents’ 
judgement.
Research revealed increase in number of 
respondents thinking that Lithuania lacks 
political stability. In 2016, 21% of respondents 
ranked political stability in the country as low. 
Since then political procedures in Lithuania and 
outside the boarders did not increase the 
stability. On contrary – currently as many as 
24% of respondents evaluate Lithuania’s 
political stability as low.
Such negative impression in mentioned fields 
may have been caused by last year’s major 
political scandals, which involved many 
important political figures and governmental 

institutions. Another important aspect was 
2016 Parliament elections. Furthermore, many 
of the largest investors in Lithuanian market are 
uncertain about government’s willingness to 
cooperate with private sector. Nearly a quarter 
of respondents (24%) do not believe that newly 
appointed government will be open for 
collaboration and yet for almost half of 
investors (48%) it is hard to say whether 
politicians will be willing to cooperate. 
Uncertainty in political stability reflects in 
investors’ expectations for upcoming quarter. 
38% of respondents forecast further decline in 
stability. It remains as one of the most 
concerning factors for investors.
On the one hand, 12% of the largest investors in 
Lithuania expects that after the end of election 
period Lithuania will move directly to clear and 
consistent period, during which private and 

governmental sectors may have the chance to 
develop domestic and international 
collaboration. However, postponing of new 
Labor Code, lacking of fundamental reforms in 
education, labor regulation and other first 
priority areas cause half (50%) of respondents 
to lower their expectations. As a result, 50% of 
investors stated that they do not expect positive 
changes in political stability during upcoming 
quarter.
United Kingdom decision to leave the European 
Union, uncertainty about global economical and 
geopolitical actions of newly elected US 
President, power transition period in Lithuania 
after parliamentary elections, the first steps of 
newly appointed government – these and many 
other factors might have effected investors’ 
plans in upcoming quarter. It is important to 
mention, that previous index’s results were 
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Fig. 5 Most improvement requiring fields, ICIL 2017 Q1

Fig. 4 current situation and investors’ expectations, ICIL 2017 Q1
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PUBLIC SECTOR IN THE SPOTLIGHT
Investors operating in Lithuania indicated three 
priority areas being in need of improvement. 
Most important of them is public sector 
efficiency. Almost two thirds (62%) of 
respondents see a huge deficiency in this field, 
as majority of respondents are frequently facing 
bureaucracy. However, hope remains if the 
Government is going to implement its promises 
to reorganize public sector.
Research shows that education system is 
another obstacle for having better investment 

climate, as it does not prepare enough required 
qualified labor force. As many as 61 percent 
expressed their concerns about this drawback. 
Finally, postponed adoption of the new Labor 
Code concerns investors as well. Half (50%) of 
respondents identified regulations on employer 
and employee relations as another important 
priority in upcoming quarter.
Meanwhile, energy and telecommunication 
industries in Lithuania meet investors require-
ments, remaining at the end of priority list.

more promising (see „Future Plans: Moderately 
Optimistic”)
Foreign direct investment representatives have 
traditionally rated transport and 
telecommunication areas as most promising. 
Accordingly, 18 and 21 percent of respondents 
believe that these sectors will enjoy constant 

growth. Furthermore, 21 percent expects an 
increment in the level of business environment 
transparency.
However, according to the survey, the status 
quo is likely to remain in taxation system 
efficiency. Even 89% of interviewed do not 
project any positive changes in this field.

INVESTORS’ CONFIDENCE INDEX FOR LITHUANIA (9), QUARTER I, 2017 
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INVESTORS’ CHALLENGES  
In short, labor market and regulations are the 
main challenges for the largest investors in 
Lithuania. Despite the fact that foreign investors 
highly evaluated Lithuanian talent pool and level 
of qualified labor force, quantitative lack of such 
work force is a barrier for future business 
development. 64% of those interviewed 
identified facing previously mentioned problem. 
Moreover, according to Eurostat 
unemployment level in Lithuania is still at 8.6% 
and has not returned to its state before the 
global economy crisis (4%). Therefore, it is 
obvious that current qualified labor supply does 
not satisfy the demand.
Both secondary and higher education system 
must be taken as most important priority for a 
country seeking economic growth. Such 
changes must ensure preparation of high 
value-added businesses qualified professionals, 
as well as more flexible conditions to attract 
talents from foreign countries.
Another important problem is the difference 

between potential employees' knowledge and 
skills compared to labor market demand. 
Therefore, it is necessary to pay attention to 
retraining of existing unemployed people, to 
promote current and future students to choose 
those professions, skills and education that is 
most applicable to the real labor market needs.
More than half (55%) of respondents underline 
that investors often face a labor regulatory 
challenges. Throughout ICIL research period, 
this area has traditionally remained one of the 
most sensitive to investors. Despite continuous 
discussions and the need of change in labor 
regulation, none of these changers have been 
implemented. 
It is obvious that in order to create a favorable 
environment for attracting foreign direct 
investment, the country requires a fundamental 
reform in labor relations and to renewal of the 
current Labor Code. This reform would improve 
Lithuania's competitiveness vying for foreign 
direct investment with the neighboring 
countries.
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Fig. 6 Investors’ problems, ICIL 2017 Q1
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MODERATELY OPTIMISTIC
FUTURE PLANS:
Despite the instability in political environment, 
investors in the Lithuanian economy foster 
rather ambitious plans for the next quarter. As 
much as 52% of investors expect an increase in 
volume of their production and services. In 
order to overcome the potentially upcoming 
increased workload, more than half (56%) of 
respondents are planning to attract more 
employees.  92% plan to maintain existing work 
places or even create new ones.
On the other hand, by comparing current data 
with previous survey  in the second quarter of 
2016, a slight decrease in investors’ optimism 
can be noticed. Significantly fewer respondents 
expect growth in demand for their goods and 
services or enhanced company’s profitability. 

Accordingly, investors' expectations to increase 
their production or service growth felt from 
56% in the second quarter of 2016 to 52% this 
year. The number of those expecting increase in 
profits plummeted from 50 to 39 percent. Such 
fall might have been caused by political 
uncertainty and tension outside Lithuania’s 
boarders.
These results send a clear signal to the  
authorities. In order to keep existing investors 
and attract new ones, it is crucial that changes 
in tax, education and public sectors are made. 
Furthermore, in pursuance of these goals a 
collaboration between public and governmental 
sectors has a vital need for change.
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Describe your plans the next quarter of the areas listed
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Fig. 7 Investors’ future plans, ICIL 2017 Q1
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Lithuania’s USP
Low labor costs remain an important factor 
affecting decision whether to invest in Lithuania. 
As much as 64% of respondents are assured 
that labor costs is an important factor improv-
ing Lithuania’s investment environment.
However, growing economy, increased emigra-
tion and rivalry among enterprises for qualified 
labor force are increasing  salaries. As a result, 
relatively lower labor costs  will cease to play a 
major role in Lithuania’s attractiveness in the 
near future. On one hand, according to depart-
ment of Statistics, the average salary before 
taxes in the country grew by 7.9 percent. On the 
other, the gap between labor productivity and 
the household income remains very high. Bank 
of Lithuania indicates that such gap between 
these two factors is third highest in European 
Union. If productivity growth continues to lag 
behind the growth of nominal labor earnings, 
Lithuania might end up losing a competitive 
advantage.

Fig. 8 Lithuania’s comparative advantages, ICIL 2017 Q1Fig. 9 factors attracting FDI, ICIL 2017 Q1

To prevent it, Lithuanian authorities not only 
should reduce labor taxes, but determine the 
level of Social Insurance ceiling. At the same 
time changes in the tax system are necessary. 
They would encourage business to invest in 
labor productivity.
Investors have expressed positive attitude 
towards qualified labor force (59%) and the level 
of infrastructure development (47%). On one 
hand, 74% of investors agree that the quality 
level of professionals is high, while on the other 
hand, stresses that supply cannot meet the 
demand requirements.
To overcome these challenges and to strength-
en country’s image investors are suggesting that 
they should be included into the drafting of 
education program. Furthermore, they suggest 
that by using financial support state should pro-
mote merger of universities and increase fund-
ing for leading universities in advanced scientific 
and educational activities.
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EVALUATION OF GOVERNMENTAL INSTITUTIONS

8

ADDITIONAL QUESTIONS

Fig. 10 Evaluation of public institutions effectiveness, ICIL 2017Q1

More than a half (52%) of investors positively 
ranked the efficiency of 20 key public 
institutions.
However, the difference between institutions 
with highest and lowest scores is quite high. The 
investors are most favorable towards  the Fire 
and Rescue Department. Such opinion was 
common among 63 percent of respondents. 
Center of Registers and State Tax Inspectorate 
are in the second and third positions with  62% 
and 61% of investors respectively expressing 

positive attitude towards these institutions. 
Only 33 percent of respondents had positive 
experience with National Land Service. 
These results confirm that there are still quite a 
lot of room for improvement in the public 
sector. Investors propose to strive for more 
proficient and transparent public institutions 
starting with taking proper measures to ensure 
regular and purposeful public sector’s staff 
training. 
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As with  every ICIL research we have included additional questions that at the present are most 
relevant. In this part of the study we aimed to assess investors’ attitude about governmental institu-
tions and newly appointed government.

* The higher rate shows better assessment institutions
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GOVERNMENT’S PROGRAM EVALUATION

According to the foreign capital companies’ rep-
resentatives, it is hard to properly identify at the 
moment what can be expected from the newly 
appointed Government. Having acquainted 
with the program of the Cabinet of Ministers, 
65% of respondents said that it is hard to tell 
what could be its impact on Lithuanian business 
environment and investment climate (Fig. 12). 
Government’s openness to dialog and coopera-
tion is also unclear to  participants of the survey 
(Fig. 13).

Due to current political and social  conditions, 
half (50%) of the respondents doubt the 
possibility to sign the National agreement on 
wage growth. Meanwhile, only 20 percent think 
that it is possible to sign an agreement between 
the employers and the Government, by which 
business would commit to raise the salaries of 
the employees in exchange for work force taxes 
reductions and more flexible labor regulations.

Evaluating the program of the Government, 
investors are most favorable towards intention 
to enhance public sector efficiency and produc-
tivity (68%). Most (59%) expect positive changes 
in the transport and logistics sectors.
However, delayed adoption of new Labor Code 
causes skepticism. The government's actions 
and plans in the field of labor relations received 
the worst evaluation.
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Fig. 11 Government’s program main field evaluation, ICIL 2017 Q1
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Fig. 12 General government’s program evaluation, 
ICIL 2017 Q1

Fig. 13 Governments willingness to collaborate, 
ICIL 2017 Q1

65%
20%

15%
Hard to say

48% 27% 24%
Hard to say

Fig. 14 National agreement, ICIL 2017 Q1
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