
 

 

SUMMARY 

In the years 2012 through 2014, the monthly minimum 
wage (MMW) in Lithuania was increased three times, 
from 231.70 EUR (800 LTL) in 2012 to 299.76 EUR (1 035 
LTL) in 2014. And there are new plans for another 
increase in 2015. It is argued that MMW increases will 
force the private and public sectors to adjust to paying 
higher wages, but this argument largely disregards the 
consequences of former increases in the MMW. There 
has been a lack of research on this topic in Lithuania, 
particularly on the topic of how small and medium-sized 
enterprises deal with the consequences of an increased 
MMW and what measures they undertake to offset the 
increased costs. The Lithuanian Free Market Institute 
presents the results of a corporate survey analysing the 
impact that the 2012 and 2013 increases in the minimum 
wage had on the business sector and likely consequences 
of future MMW raises. 

How were companies affected by the increase in the 
minimum wage in 2012 and 2013? 

Every third company (33% of those interviewed) was 
negatively affected by the 2012 and 2013 increases in 
MMW. Due to these increases, about one third of 
surveyed companies abandoned plans to develop their 
business and reduced wages or other expenses. 

Companies with very high numbers of MMW earners 
were hit the most, but the reforms had an adverse effect 
on companies with even a very low proportion of 
employees receiving MMW too. 

The increases in the MMW hurt companies in a bad or 
mediocre financial situation (those who were breaking 
even or operating at a small loss) the most, but they also 
had negative consequences for businesses that were in a 
fairly good financial shape. The main measures that 

companies took to offset the increases in the MMW 
were employee dismissals, reduction of wage costs, 
scrapping business development plans and other 
desperate cost-cutting measures. All types of companies, 
irrespective of their financial situation and the number 
of MMW earners on the payroll, resorted to the said 
solutions. 

How would a future increase in the minimum wage 
affect companies? 

A future MMW increase would have a negative impact 
on even more businesses than the 2012 and 2013 
increases. Reportedly, companies are much more critical 
of a sizeable increase in the MMA 57.92 EUR (200 LTL) 
than a moderate one 14.48 EUR (50 LTL).   

If the MMW was to increase by 57.92 EUR (200 LTL) from 
2015, it would adversely affect 46% of companies. 
Almost half of the companies surveyed would abandon 
development plans (48%), cut wages (42%) and find 
other ways to reduce business costs (44%). 

In order to balance wage costs, companies would be 
forced to undertake a number of undesirable measures. 
A total of 29% of companies would dismiss employees, 
30% would cut jobs, and 19% would reduce the salaries 
of employees who earned more than the MMW.  

Regardless of their financial situation, companies would 
see a growth in business costs if the MMW increased. 
And this would affect all companies irrespective of the 
number of employees receiving the MMW. 
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How do MMW increases affect companies? 

 

About the corporate survey  
 

In June and July of 2014, the Lithuanian Free Market 
Institute surveyed a group of Lithuanian companies. 
The purpose of the survey was to analyse the impact 
of the most recent increases in MMW from 231.70 

EUR (800 LTL) to 246.18 EUR (850 LTL) from the 1st of 
August 2012, and from 246.18 EUR (850 LTL) to 289.62 

EUR (1 000 LTL) from the 1st of January 2013) and any 
potential future increases in MMW. A total of 181 
Lithuanian companies were surveyed.  

Most of the companies surveyed were from 
manufacturing (18%), wholesale and retail trade 
(16%) and the service sector (10%).  

A total of 38% of the companies have been in 
operation for more than 21 years; 21%, for 16 to 20 
years; 15%, for 11 to 15 years; and another 15%, for 6 
to 10 years. The smallest group (9%) consisted of 
companies 1 to 5 years old. 

 Most of the surveyed companies are located in the 
Vilnius (33%) and Kaunas (14%) municipal districts, 
with the remaining companies operating in the 
Šiauliai, Panevėžys, Utena, Telšiai, Alytus, Klaipėda, 
Marijampolė and Tauragė districts.  

Most of the respondents are small businesses, with 
up to 50 employees. A total of 71 enterprises (39%) 
have between 10 and 49 employees, and 48 
companies (27%) have only 1 to 9 employees. Almost 
a quarter of the companies have 50 to 249 employees, 
and only one tenth of the companies employ over 250 
people. 

A total of 118 the surveyed companies (65%) employ 
MMW earners. Of these, in 50 companies (28%) 
MMW earners comprise 10% of their work force, and 
in 14 companies (8%) MMW earners constitute up to 
91 to 100% of their work force. In total, 48% of 
companies pay MMW to less than a half of their 
employyes, and 17% of the companies pay MMW to 
more than a half of their work force.  

More companies had financial difficulties in 2013 
than in 2012. About 65% of the surveyed companies 
were profitable in 2012, and 15% were making a loss, 
and the remaining proportion were breaking even. 
Slightly fewer companies (57%) ended 2013 on a 
profit, 20% make a loss and about a quarter ended 
breaking even. 

The 2012 and 2013 increases in the MMW 
negatively affected one third of companies 

This section analyses the impact that the recent 
increases in the monthly minimum wage (from 231.70 
EUR (800 LTL) to 246.18 EUR (850 LTL) in August 2012 

and from 246.18 EUR (850 LTL) to 289.62 EUR (1000 
LTL) in January 2013) had on business companies, 
focusing on the steps that businesses took to offset 
the additional operating costs and alleviate the 
negative consequences of the MMW increases. First, 
the companies were asked to identify whether the 
increases had influenced their day-to-day activities. 
Companies that had reported that the MMW 
increases had posed an additional burden on them 
were then asked to give an overview assessment on 
how they had responded to this increased burden.  

As many as every third of the companies indicated 
that the 2012 and 2013 increases in the MMW had 
had an obvious negative impact on the company’s 
performance, while a mere 5% reported a positive 
influence. Almost half (48%) of the companies that 
had been affected by the MMW increases in the past 
experienced repeatedly negative consequences of 
the 2012 and 2013 increases in the MMW.  

Previous MMW increases had had a clearly 
pronounced negative impact on the financial 
situation of the companies, and in some cases had 
even put companies on the brink of bankruptcy. The 
negative consequences of the 2012 and 2013 MMW 
increases included a rise in wage costs, a reduction in 
revenues and an overall aggravation of the financial 
situations in many companies, leading to an overall 
decline in corporate profitability.  

Analysis of the survey data shows that, following the 
2012 and 2013 increases in the MMW, companies 
experienced financial difficulties due to increased 
wage costs regardless of their previous financial 
situation, i.e. the situation worsened for both 
profitable and loss-making companies. However, 
companies that had more MMW earners and 
companies which were in a bad financial shape were 
much more likely to experience serious financial 
difficulties after the increases in MMW.  

For some businesses, the MMW increases had a 
positive effect. One of the most important factors for 
a company’s profit margin is the number of market 
participants, therefore some companies may benefit 
from reduced competition. A falling number of 
competitors is seen as a positive development for the 
surviving firms, as these firms come to enjoy a larger 
market share. On the other hand, reduction in 
competition has a negative overall impact on the 
market as it instigates business bankruptcies. This 
leads to a loss of jobs for workers in a given industry 
and also a reduction in the choice of goods and 
services available to consumers.  
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What positive effects did the increase in 
 MMW have for your company? 
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How do MMW increases affect companies? 

 

What actions did companies take following 
the increase in the MMW? 
 

Of the companies who indicated that the increase in 
MMW had a solely negative effect on their operations 
or both negative and positive effects, 86% took action 
to mitigate the negative consequences.  

        

 

 

The main measures that companies took to avoid the 
negative consequences of the increased MMW were 
scrapping development plans or reducing wage and 
other costs. As a result, less money was available for 
new investments (e.g. an increase in the volume of 
goods produced, job creation or purchasing of new 
equipment) given that investment weakens when the 
costs of employing MMW earners goes up. The survey 
shows that such actions were taken by companies in 
both good and bad financial shape, regardless of the 
number of the employees on the minimum wage. 

What would happen if the MMW were 
raised again? 

This section analyses the consequences that future 
increases in the MMW could have on business activity. 
We chose to analyse likely consequences of different 
proportions of MMW increases, both minor and 
sizeable. In this survey, the companies were first 
asked about the effects that an increase of 14.48 EUR 

(50 LTL) from January 1st, 2015 would have on 
business operations. And then they were asked to 
anticipate the impact of a 57.92 EUR (200 LTL) increase 
in the MMW from January 1st, 2015. The companies 
which anticipated certain consequences were asked to 
provide a summary assessment of this impact.  

If the MMW were to increase by 14.48 EUR (50 LTL) 
in 2015, one third of the surveyed companies (32%) 
said they would experience only negative 
consequences. And an increase in the MMW by 57.92 

EUR (200 LTL) would have a negative impact on 
almost half of the companies (46%). 

The survey results show that an increase in the MMW 
would impact more than half the companies surveyed, 
and, as a general rule, this impact would be adverse. 
Comparison of the data on the consequences of the 
2012 and 2013 MMW increases and the anticipated 
impact of a potential future increase (14.48 EUR (50 
LTL) or 57.92 EUR (200 LTL)) did not show any major 
difference. The majority of the surveyed companies 
that had been influenced or will be influenced by an 
increased MMW estimated that the changes would 
affect them negatively and very few companies 
predicted positive outcomes.  

The survey results thus show that a further increase 
in the MMW will harm an even larger proportion of 
business companies than the 2012 and 2013 
increases. Also, the surveyed companies were more 
apprehensive of an increase by 57.92 EUR (200 LTL) 
than 14.48 EUR (50 LTL).  

More than half (54%) of the surveyed companies said 
that an increase in MMW by 57.92 EUR (200 LTL) 
would increase their everyday wage costs. 
Furthermore, the companies anticipated a substantial 
increase in the wage costs that would force them to 
take action to help offset these increased costs. As the 
survey data show, companies in both good and bad 
financial positions would face difficulties trying to 
handle increased wage costs. This would be the case 
even for companies with very few employees on the 
minimum wage. However, most of the companies that 
have many MMW earners stated that they would look 
for ways to reduce wage costs (including hiring fewer 
people) if they were forced to pay a higher minimum 
wage.  

The most significant negative consequence for most 
companies was the loss of profitability and a general 
worsening of the financial position.  This would have 
the most significant impact on companies that are 
already in a bad financial situation as well as those 
who have a lot of MMW earners. 
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According to the survey, a significant proportion of 
companies (18%) would delay payments to 
employees, suppliers or the authorities if MMW was 
increased by 57.92 EUR (200 LTL). Even a slight 14.48 

EUR (50 LTL) increase in the MMW would cause 
companies to close their branches or reduce the size 
of their business (3% of companies) or threaten 
bankruptcy (5%).  

A MMW increase may have a positive effect on some 
companies. About one fifth of the companies noted 
that MMW increases would only benefit them or 
bring a combination of positive and negative 
outcomes.  

The majority of companies that predicted only 
positive effects (6%) or both positive and negative 
effects of an increase in the minimum wage (by 14.48 

EUR (50 LTL) or 57.92 EUR (200 LTL)) said that this 
would be a result of the MMW increasing people‘s 
income and thus the company‘s sales revenue. A 
slightly lower proportion (4% or 6%) of companies 
indicated that the increased MMW would increase 
labour productivity, although on a very minor scale. 
Only few companies projected that the increase in the 
MMW would increase the company‘s profitability or 
improve the company‘s financial situation.  

The projected positive effects of increasing MMW 
were similar to those observed in the past. A very 
small proportion A slightly larger proportion of 
surveyed companies predicted increased sales in the 
future due to the increased income of the workforce. 
Additionally, as a rule, it was the larger companies in 
the survey who reported Additionally, slightly more 
companies in the survey reported that higher wages 
as a result of increased MMW increased their staff 
productivity.   

What steps would companies take if the 
minimum wage were raised? 

In order to avoid the negative consequences of 
increases in the MMW, businesses would generally 
take similar actions as in 2012 and 2013. 

Asked about contingency plans in case of a sizeable 
increase in the MMW, almost half of the companies 
said they would abandon their development plans in 
order to reduce costs and improve the company‘s 
financial situation. This generally means that 
companies would not hire any new staff or would 
delay investment projects, and this would result in 
delayed expansion in the production capacity. A 
similar proportion of enterprises claimed that they 
would definitely reduce their costs if the minimum 
wage increased (in areas such as maintenance, rental 

expenses, purchases of raw materials, advertising or 
employee benefits).  

 

If MMW were to increase by 57.92 EUR (200 LTL), 
almost every second company would reduce labour 
costs. It can be expected that this will lead to an 
increased instance of redundancies, part-time 
workers, reduced working hours and lower wages for 
employees receiving more than the minimum wage. 

A total of 28% of companies said that they would 
shift the burden of the increased MMW onto 
consumers by increasing the prices of goods and 
services. Half as many would increase their prices if 
the MMW increased by 14.48 EUR (50 LTL). A 
significantly lower proportion of companies would 
seek to increase revenue in other ways, by intensifying 
marketing efforts.  

If the MMW increased further, some companies said 
they would not be able to settle their financial 
obligations. About 9% reported that if the MMW 
increased by 57.92 EUR (200 LTL), they would ask the 
State Tax Inspectorate to request a deferral of their 
tax payments. This is an important aspect, meaning a 
reduction in tax revenues, with companies not being 
able to afford to pay taxes in time.  

A number of companies would plan to relocate (to 
another region of the country or another country) if 
the MMW were increased.  
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How do MMW increases affect companies? 
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A large increase in the minimum wage in 
2015 would force companies to make 
decisions that could have adverse effects on 
the employees 
 

This section presents a detailed analysis of the actions 
that companies would take in order to avoid the 
negative consequences of an increased MMW. It 
contains a summary of the results of the 2012 and 
2013 increases and the projected results of a further 
increase of 14.48 EUR (50 LTL) and 57.92 EUR (200 LTL), 
based on survey results. 
 

 

Increasing the MMW in 2012 and 2013 had a clearly 
negative impact on companies‘ payroll expenses. As a 
result of this, companies were forced to lay off some 
of their workers and reduce salaries and working 
hours of the remaining employees.  

A number of companies claimed they would dismiss 
workers if the MMW increased by 14.48 EUR (50 LTL) 
in the future, but the proportion of such companies 
would be lower than that of the companies which 
actually did lay off workers following the 2012 and 
2013 increases. However, more companies said they 
would reduce the working hours and salaries of 
employees who earned above the minimum wage. 
 

If MMW increased by 57.92 EUR (200 LTL) in 2015, 
the negative consequences for both the companies 
and the employees would be far more pronounced.  

More than half of the companies indicated that 
increasing the MMW by 57.92 EUR (200 LTL) would 

have a negative impact on labour costs and the 
structure of their workforce as they would be forced 
to increase the number of part-time employees. 
About one third of the respondents said that a 
sizeable increase in the MMW would force them to lay 
off workers. A similar proportion of companies would 
reduce staff hours and about one fifth of the 
companies would lower the salaries of the employees 
who earned more than the minimum wage. If the 
MMW were significantly increased, this would lead 
to a higher number of companies employing illegal 
workers.   

 

The survey shows that an increase in the MMW led to 
job cuts and lower salaries for both part-time MMW 
earners and other employees alike.  
Also, companies reduced not only their increased 
labour costs but also other costs and they would do 
the same under similar circumstances in the future. 
 
The survey results showed that, in order to avoid 
negative effects of an increased MMW, company 
would generally scrap future development plans. 
Instead of expanding business, increasing the salaries 
of long-term workers or recruiting new employees, 
companies would be forced to allocate money to 
cover a higher minimum wage. 
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How do MMW increases affect companies? 

 

 

 

Which companies felt the worst affects of 
the MMW increases in 2012 and 2013, and 
which will be affected if the minimum wage 
is raised in the future? 

This section explores how different kinds of 
companies (those in good or bad financial situations, 
with high and low numbers of MMW earners) were 
and will be influenced by an increase in the MMW. 
These results are analyzed using the Pearson chi-
square test.  

One of the four basic characteristics of business is a 
company‘s financial situation. A company‘s financial 
situation in this study was defined based on the 
corporate results at the end of 2012 as operating at a 
loss (bad), balancing its books (average) or making a 
profit (good). Another characteristic was the number 
of MMW earners on the payroll. Companies were 
divided into three groups: companies with no MMW 
earners, companies with a low number of MMW 
earners (1 to 30%) and companies with many MMW 
earners (31 to 100%). 

The minimum wage increases in 2012 and 2013 had 
varying effects on businesses. 

1. The increased MMW had a different impact on 
companies in different financial positions and on 
companies with different numbers of MMW earners. 

- The increases in the MMW adversely 
affected all companies, regardless of their 
financial position or proportion of 
workforce earning the MMW. However, 

there was a more pronounced negative 
impact on companies in a bad financial 
situation and those with a large number of 
employees receiving the MMW.  

2. An increase in the MMW had different 
effects on corporate revenues and financial 
commitments of companies depending on 
their financial situation. 

- Companies with more MMW earners were 
more likely to find themselves in a bad 
financial situation (running a loss) than 
companies with fewer MMW earners. 

- Companies with more MMW staff were 
more likely to be forced to delay payments 
to suppliers, employees and the state 
social insurance fund than the companies 
with fewer workers on the minimum wage. 

3. Different companies handled the increased 
MMW burden in different ways. 

- Companies with a higher number of MMW 
earners were more likely to reduce other 
staff costs (by cutting jobs, reducing 
working hours, reducing the salaries of 
other employees, etc.). 

- Companies with more MMW earners were 
more often forced to postpone 
development plans (such as the 
recruitment of new staff or increases in 
salaries to well-performing staff) than 
companies with fewer MMW earners. 

- Companies with more MMW earners were 
more likely to reduce various other 
operating costs.  
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How did the increase in the minimum wage affect 
companies in weak financial positions or with many 

MMW earners? 
 

 Companies in a weak 
financial position 

Companies with more 
MMW earners 

Did the increase in the 
MMW have a 
disproportionately 
larger negative impact? 

Yes Yes 

Impact analysis   

Did the corporate 
earnings fall more? 

No No 

Did it have a larger 
negative impact on the 
company‘s financial 
situation? 

Yes No 

Was the company more 
likely to make late 
payments to suppliers, 
the state social 
insurance fund or 
employees? 

Yes No 

Action analysis   

Was the company more 
likely to reduce staff 
costs? 

Yes No 

Was the company more 
likely to abandon 
development plans? 

Yes No 

Was the company more 
likely to look for other 
ways to cut costs? 

Yes No 

Was the company more 
likely to increase the 
prices of goods and 
services?  

No No 

Note: if the Pearson chi-square was significant at the unit of analysis, the 

indicator was marked “Yes”, if it was insignificant, “No”.  

* The table shows whether there is an uneven distribution of answers 
according to the companies’ financial condition and according to the 
number of employees receiving MMW. 
 

The number of MMW earners was an important factor 
in determining the way in which an increased MMW 
would affect companies (its revenues, profitability, 
ability to meet financial commitments etc) and the 
steps that companies would take in response to the 
increase. A company’s financial condition was not a 
major point. In other words, a company’s financial 
position did not affect the likelihood for the company 
to take one action or another, and companies in both 
good and bad financial shape were equally as likely to 
face a range of adverse consequences from an 
increased minimum wage (consequences included 
reduced revenues, a weakened financial position and 
an inability to meet financial obligations). 

An increase in MMW by 57.92 EUR (200 LTL) in 2015 
would have varying effects on businesses 

1. Increasing the MMW by 57.92 EUR (200 LTL) 

will have varying effects on companies in 

different financial situations and with different 

numbers of MMW earners. 

 

- Increasing the monthly minimum wage will 

affect companies in both good and bad 

financial shape, and those with both a high 

and low proportion of MMW earners. 

However, companies in a worse financial 

situation and those with more MMW earners 

are more likely to experience greater adverse 

effects caused by an increased MMW.  

2. Increasing the MMW by 57.92 EUR (200 LTL) 
will have different effects on the corporate 
income, the financial situation of companies 
and their ability to fulfill their financial 
obligations. 

- Companies that are in a bad financial position 
will be more likely to delay payments to 
suppliers, employees and the state social  
insurance fund than companies in a better 
financial condition.  

3. Companies may take a range of different 
actions after the MMW increase by 57.92€ 
(200 litas).  

- Companies with more MMW earners will be 
more likely to reduce staff costs (to lay off 
workers, reduce working hours or cut the 
salaries of other employees). 

- Companies with more MMW earners will be 
more likely to resort to a number of other 
cost-cutting actions than companies with 
fewer MMW earners to alleviate the effects of 
the MMW increase.  

A statistical correlation analysis shows that a future 
increase in the MMW will affect companies in both 
good and bad financial condition and with both few 
and many MMW earners. Companies in a bad 
financial situation are also likely to be forced to delay 
fulfilment of their other financial obligations. 
Companies with many MMW earners will generally be 
forced to reduce wages and salaries in other ways. 
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How do MMW increases affect companies? 

 

How would an increase in the minimum wage affect 
companies in weak financial positions or with many 

MMW earners? 
 

 Companies in a weak 
financial position 

Companies with more 
MMW earners 

Would an increase in 
the minimum wage by 
57.92 EUR (200 LTL) 
have a larger negative 
impact? 

Yes Yes 

Impact analysis   

Would corporate 
earnings fall by a larger 
proportion? 

No No 

Would it have a larger 
negative impact on the 
company‘s financial 
situation? 

No No 

Would the company be 
more likely to make 
late payments to 
suppliers, the state 
social insurance fund or 
employees? 

Yes No 

Action analysis   

Would the company be 
more likely to reduce 
staff costs? 

Yes No 

Will the company be 
more likely to abandon 
development plans? 

No No 

Would the company be 
more be likely to look 
for other ways to 
reduce costs? 

Yes No 

Would the company be 
more likely to increase 
the prices of goods and 
services?  

No No 

Note: if the Pearson chi-square was significant at the unit of analysis, the 

indicator was marked “Yes”, if it was insignificant, “No”.  

* The table shows whether there is an uneven distribution of answers 
according to the companies’ financial condition and according to the 
number of employees receiving MMW. 
 

To sum up, compared to the 2012 and 2013 increases 

in MMW, the effects of increasing the MMW by 

another 57.92 EUR (200 LTL) will have a negative 

effect on companies regardless of their financial status 

or the number of employees receiving MMW. 

However, companies which are in a worse financial 

situation and those with high numbers of MMW 

earners will face more severe negative consequences. 

 
Findings 

 The 2012 and 2013 increases in MMW had an 
exceptionally severe negative impact on one-
third of companies. A total of 47 percent of 
companies indicated that the increased MMW 
had adversely affected them only to some 
extent.  

 The main action taken by companies to 
alleviate the negative impact of the increase 
in MMW was to abandon the company’s 
development plans (35%), which means 
withheld investment or expansion plans, 
abandoned plans to increase salaries of other 
workers or recruite new employees. A total of 
28 percent of surveyed companies reduced 
wage-related expenses by cutting jobs, 
reducing staff or lowering the salaries of other 
employees.  

 Increasing the minimum wage in the future 
will negatively affect a larger proportion of 
companies than was previously affected by 
increases in the minimum wage. If MMW 
increased by 14.48 EUR (50 LTL) in 2015, one 
third of companies would be affected 
negatively, but increasing the MMW by 57.92 
EUR (200 LTL) would negatively affect almost 
half of the respondents.  

 An increase in the MMW would inevitably 
lead to job cuts. If the MMW were to increase 
by 57.92 EUR (200 LTL), about one-third of 
companies would cut jobs.  

 Even a slight increase in the MMW would 
cause significant difficulties for businesses. In 
response to an increase in the MMW by 14.48 
EUR (50 LTL), about one-third (29%) of the 
surveyed companies would abandon 
development plans. This means that if the 
MMW increased, companies would not create 
new jobs, carry out investment projects or 
undertake other development activities. 
About 28% of companies would reduce labour 
costs, another 29% would reduce other costs, 
and 14% would raise the prices of their goods 
and services. Far more companies would take 
these actions if the MMW increased by 57.92 
EUR (200 LTL).  

 A statistical analysis showed that, based on 
the past assessments and future projections, 
an increase in the MMW would have a more 
pronounced negative impact on companies in 
worse financial situations and those with 
more MMW workers.  

 As compared with other companies, those 
with more MMW earners would be more 
likely to experience a worsening financial 
situation, lay off workers or abandon their 
development plans, and they would be less 
likely to properly meet their financial 
obligations, than other companies.  
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