ENLARGEMENT: THE NEW FACE OF THE EU

Lithuania

Lithuania-EU Relations

Diplomatic relations between the European Union (EU) and Lithuania have developed rapidly since Lithuania's independence in August 1991. The European Union and Lithuania signed a Europe Agreement on 12 June 1995, which entered into force on 1 February 1998. As with the rest of the Europe Agreements, its aim was to provide a legal framework for political dialogue, promote the expansion of trade and economic relations between the parties, provide a basis for Community technical and financial assistance, and an appropriate framework to support Lithuania's gradual integration into the Union. 

Lithuania's official request for accession to the European Union was presented on 8 December 1995. Two years later, the European Commission issued its opinion on Lithuania's membership application. 

An Accession Partnership with Lithuania was adopted on 25 March 1998. The Partnership sets priority areas for reform to help Lithuania prepare for accession. 

At the Helsinki European Council meeting at the end of 1999, the EU Member States decided to start accession talks with Lithuania in February 2000. Accession negotiations were concluded at the Copenhagen European Council on 13 December 2002. The Accession Treaty will be signed with Lithuania on April 2003 at the Athens European Council with a view to full EU membership on 1 May 2004. 

Progress of Lithuania towards accession

	Year
	The European Commission states…

	July 1997
	…that most of Lithuania's industry should be able to cope with the problems of integration into the single European market in the medium term, provided that the positive trends with regard to restructuring of industry and privatisation continued.

	November 1998
	…that Lithuania had made progress, particularly in creating a more market-based business environment.

	October 1999
	…that the Lithuanian Government' s new approach to industrial policy. Following the Russian crisis and its impact on Lithuanian industry, the new approach focused on industrial restructuring.

	November 2000
	…that the Government was continuing to put in place the necessary political and legal framework for industrial restructuring, although little had been done in terms of implementation. The report noted that progress had been made in improving the SME environment and in developing support infrastructures.

	November 2001
	…that in the field of industrial policy considerable progress had been made in the areas of restructuring enterprises, privatisation and promoting investment, as well as in improving the business environment, but that limited progress had been made in supporting competitiveness. With regard to SMEs, some progress had been recorded in terms of their budget allocation, access to finance, improvements in their environment, decentralisation and assistance networks.


General Evaluation of Enterprise Policy

The main aim of the Lithuanian Government's new approach is to ensure that in the medium term Lithuanian industry will be able to cope with the competitive pressure of the EU market and that industry will reach a weight in the economy similar to that of other industrialised countries. 

In July 2000, the "Medium-term Industrial Development Policy and Strategy for its Implementation" was approved. Progress has been made in adopting the legislative framework and improving the business environment. There has been further sustained effort in restructuring and in compliance with the acquis. The new Business Innovation Programme and the amendment of the Export Development Strategy are a major step forward.

In May 2000, a State aid law was approved. It will help to ensure that undue subsidies to enterprises stop. The law on Free Economic Zones has been brought into line with Community legislation.

The privatisation process is close to completion in the industrial sector and further restructuring is being carried out. The implementation of the bankruptcy law adopted in 2001 should take full effect. Investment is continuing to increase, with the bulk of it going to the manufacturing sector.

For SMEs, legislation setting out a support framework for SME development entered into force in January 1999. Lithuania has confirmed its interest in taking part in the Third Multiannual Programme for SMEs. A new SME strategy was adopted in September 2000 and a new inter-ministerial structure to improve the business environment has been set up.

Needs to be improved…

· With regard to economic viability, some non-viable enterprises have been closed down, but the Government's efforts need to be stepped up.

· Foreign direct investment outside the privatisation process remains disappointing.

· The administrative structure requires further strengthening so that the industrial policy can be implemented. 

· The consultation mechanism with other Ministries and foreign investors also needs to be improved.

· Further steps need to be taken to make SME policy more coherent, simplify legislation and the administrative environment, strengthen support infrastructures and further develop SMEs' access to finance.

· Efforts need to be made to raise the level of entrepreneurial activity and to rationalise the institutions responsible for SMEs. 

· There is also a need to step up the work on simplifying the business environment and adopting a definition of SMEs that is compatible with the Community acquis. 

