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Executive summary

1 Key policy insights
Intraduction
Recant developments and shorl-term prospects
The financial system appears solid, but the COWVID-19 crisis poses challenges
Sound fiscal policy created fiscal space lo deal with the crisis
Structural reform could accelerate the recovery and boost produchivity
Greaning the economy
Referances

2 Reducing poverty and social disparties

Poverty is high and unevenly distributed

Improving the effectivensss of the ransfer system in reducing poverty
Providing high quality social services for vulnerable groups

Reducing educational inegualities

Helping labour markal integration

Refarencas

3 Fostering regional development
Regional disparities ara high
Fostering skills across the couniry
Investing in sustainable infrastructure
Sealing up housing, while reducing urban sprawl
Improving mulli-level govarnance
Refarencas

Tables

Table 1. The economy is projected to rebownd

Table 1.1. Macroeconomic indicators and projections

Table 1.2. Events that could entail major changes to the outlook

Tabla 1.3. Fiecal ovendaw

Table 1.4_ llustrative fiscal impact of recommended reforms

Table 1.5. Past OECD recommendations on financial and fiscal stability for inclusive growth
Table 1.6. Potential impact of structural reforms on per capita GDP

Table 1.7. Past OECD recommendations on fostering productivity and inclusiveness

Table 2.1. Recommendations to reduce poverty and social disparities

Table 3.1. Recommendations to foster regional corvergence
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Figures

Figure 1. Lithuania is cormeenging rapadly

Figure 2. Paverty is high

Figure 3. Regional insquality is nsing

Figure 4. Compeliliveness s declining

Figure 5. Sate-gwned enlerprises proliferale

Figure 6. Schoal oulcomes are weak

Figure 7. Contral of corruption remains below DECD average

Figure 1.1. Lithuamia is convenging rapidly, and migration flows have umed pasilive

Figure 1.2, High inequalily drives low well-being

Figure 1.3. The pandemic had a relative mild impact an the economy

Figure 1.4. The labour marked was strong before the cisis

Figure 1.5. Wages grew fast in recenl years

Figure 1.8. Exemal posilions appear sound

Figure 1.7. The expor structure has changed liitle over the pasi decade

Figure 1.8. Credil and housing indicalors were robust before the cisis

Figure 1.9, Perfformance indicalors suggesi thal the financial sysiem is resilien

Figure 1.10. Fiscal policy was pro=cychical until reosnily

Figure 1.11. Debl would rise o unsustainable levels if growth slows and deficis remain high
Figure 1.12. Public imeesiment is relafvely low

Figure 1,13, Penson adeguacy could improve

Figure 1.14. Lithuania's regulaiony snvironment is open and business fisn diy

Figure 1.15. Sale-aowned enbemprises weave rough the sconomy

Figure 1.16. Afler thorough reform, Lilbuania boasts an effeclive insolvency framework
Figure 1.17. Educalion performance is weall, although ihe system is well endowed wilh {=achens
Figure 1.18. Innovalion performance can be strenglbened further

Figure 1.19. Saome perceive cornupiion io be considerable

Figure 120, Lithuania needs o become greener

Figure 2.1. Poverty rabes remain high

Figure 2.2 A large share al populaBon is al risk of poverly and the poverty gap remains lange
Figure 2.3. Some groups face especialy high rales of poverty

Figure 2.4. The unemployed and low-educated are at high risk ol poverty

Figure 2.5 Eldedy women are affecied mast by povertly, explaning much of e gender gap
Figure 2.8. People with disabdities are vulnerable to paverty

Figure 2.T. Child poverty varies with the housshold bypes

Figure 2.8, Poverly rabes vary according bo region and, 1o a lesser exlent, immigran] siatlus
Figure 2.9 Many households sxpensnce sevens mabemal deprivation and enpengy poverty
Figure 2.10. The tax-dransfer sysism could be more effective in reducing poverty

Figure 2.11. Social sp=rding = low by nlermational standards

Figure 2 12, Cash benefils can be strengthensd further

Figure 2 13. The persion system is very redistibutive bul net replacement rales are low
Figure 2.14. Acoess bo health care can imprave

Figure 2 15. Sacial housing =tock remains low and many househalds face poor housing condiions:
Figure 2 16. Socio=economic background stll counts for educational outcomes

Figure 2.17. Labouwr marked culcomes vary considerably across skil-groups and regions
Figure 2.18. The tax wedge can be lowersd further

Figure 2.19. Earnings remain relatively low and informality is still high

Figure 2 30. Paricipation in adull lsarning remains low

Figure 2 31, Larger households have weaker incenlives (o iaioe up work

Figure 2 32, The parficipaion ol very young dhildren in ECEC remains low

Figure 2 35, Activalion programmes can improse Turthers

Figure 5.1. Regional disparilies are lange, reflecting differences in producivily

Figure 5.2 Disparities are growing

Figure 3.3. Agglomerafion sconomies ane al work

Figure 3.4. Demand for jobs i higher in mone producive regions and for qualified professionals
Figure 3.5. In Lilhuania, uban-rural gaps in educational achievemenls are |arge

Figure 3.8. Smaller schools are szsociabed with weaker oulcomes and higher cos! everywbere
Figure 3.7. Educational oulcomes in small schools are wealer, while cost s higher

Figure 3.B. Vocalional education and iraining, induding apprenliceships, is weak
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Figure 3.9 Firms conltribute lille lo university funding in Lithuania

Figure 3.10. The minimum wage has a sirong bite in lkess productive regions
Figure 3.11. Trarsport infrastrueciure needs mprovement

Figure 3.12. The digital divide bebasen regions is stark

Figure 3.13. House prices are low in Lithuania but vary across regions
Figure .14 High home ownership rales could create a bamier fo [abour mability
Figure 3.15. Mary apariments need upgrading

Figure 3.16. Housing supply seems nol ta follow demand

Figure 3.17. Urban spraw i increasing, pushing up infrasbuciure cost
Figure 3.18. Lituanis is highly ceniralised

Figure 3.19. Local imvestmenl i low and dedlining

Boxes

Bax 1.1. The governmenl's key policy inifalives

Bax 1.2 The governmenl introduced a broad stimulus package in response io the crisis
Bax 1.3. Financial measunes o counber he effects of the criss

Bax 1.4. Quanifying fiscal pokcy recommendations

Bax 1.5. Cuan$fication of siructural reforms

Bax 2.1. The social prateclion sysiem: main feabures

Bax 2.2 Sodal measures in response io the COWVID-19 crisis

Bax 2.3 Integraling care for the slderly: some praclices based an cross-counlry experienos
Bax 3.1. Are small schools responsible for low education outcomes? An empincal 1=t
Bax 3.2 Implementing firm-based leaming successfully

Bax 3.3. Modemising local and regional public passenger ranspaori

Bax 3.4. How o bridge $he digital divide betwesn urban and rural regions?

Bax 3.5 The Slovak Republic's Sate Housing Devel opment Fund

Bax 3.6. Melropolitan governance: cument approaches in OECD countries
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