ISSN 1822-8011 (print)
ISSN 1822-8038 (online)
INTELEKTINĖ EKONOMIKA
INTELLECTUAL ECONOMICS
2011, Vol. 5, No. 2(10), p. 347–358

INFLUENCE OF ACTIVE SOCIAL POLICY ON SMALL AND
MEDIUM BUSINESS
Tatjana BILEVIČIENĖ
Mykolas Romeris University, LT-08303 Vilnius, Ateities g. 20
E-mail: tbilev@mruni.eu

Eglė BILEVIČIŪTĖ
Mykolas Romeris University, LT-08303 Vilnius, Ateities g. 20
E-mail: +eglek@mruni.eu
Abstract. Taking into account the peculiarities inherent in the social state, the whole of the
European social model is natural for all EU Member States. Social policy is an integral part of
the economic processes, and it shall be given priority attention of EU policy. Over the last 10–15
years, the shift from passive to active labour market policy measures has been seen. To ensure
equal opportunities for all, jobs are very important factors contributing to the full participation
of citizens in economic, cultural and social life and their potential implementation. Small and
medium-sized enterprises have a significant impact on economic development; it is a major
creator of jobs, employment growth. The paper shows that, in turn, small and medium business
development depends on active labour market policy factors.
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1. Introduction
Economy is primarily a social process, involving social actors: people, social
groups, institutions and the state. These social entities: the first—an active force depends on economic growth, the second—a force that is closely connected with all areas
of public life—politics, law, culture, ideology, family management.
EU gives priority to social policy, labour and employment, human resource development. Lithuania mistakenly believed that it is first necessary to achieve rapid eco-
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nomic growth, stability and only then take care of the wealth to address social policy
issues. In fact, inseparable from the social processes of economic change, they affect
each other. Social constraint reflects social aspect of system and added values that improve the quality of human life (Rudzkienė, Burinskienė, 2007).
The lives and work of EU citizens is progressing rapidly, increasing the risk that the
Social Security system is unsustainable. This process is linked to European and international economic integration, the new, particularly in information and communications
technologies, the demographic aging of societies is still relatively low average level of
employment. European Committee of Employment and Social Affairs acknowledged
that the conditions of EU ground development should to be modified so that it reflects
on today’s political, economic and social realities (European Commission, 2010).
In recent years, budgetary constraints, the aging population, globalization, the
challenges of innovation and new organizational models influence began to focus on
how to make social programs more effective through active social politics model. In
order to ensure prosperity and reduce the risks of social exclusion, it is necessary to
modernize the social security system, more people to attract and keep active labour
market policies. Active labour market policies (ALMP) are very important in facilitating the most rapid employment of the unemployed and creating the right conditions
for some economically inactive people back into the labour market, as well as addressing the problems of disadvantaged workers in the labour market.
Major tasks of small and medium enterprises (SME) promotion are to maintain
the necessary jobs and create new jobs. This coincides with the active labour market
policy objectives: promoting self-employment, structural unemployment and regional
disparities in demand and supply deflection stop. All of these problems, in particular,
entrepreneurship education, are particularly relevant to the Lithuanian people.
Small and medium business (SMB) development is one of the priorities of
Lithuania’s economic policy objective. This business segment is a constant source of
employment, if that gives impetus to economic growth (economic stagnation during
the SME employment declining relatively less, but good times there is relatively more
than large companies). Lithuanian SMBs and employment statistic analysis shows that
the active labour market measures are related to SMB development opportunities.
2. Active social policy
The key elements of the European social model are the current labour law, employment, equal opportunities, non-discrimination policy, employee participation, information and advice, and recognition of the social partners in decision-making process,
social dialogue and collective bargaining, civil society, public services, fair earnings,
social protection, social inclusion, ensure employment and social rights (workers and
citizens in general), regional cohesion, social policy and international instruments
(Vaughan–Whitehead, 2003, Melnikas, 2010). S. Stoškus and D. Beržinskienė (Stoškus,
Beržinskienė, 2002) define the employment model as the development of each in-
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dividual and society concerning whole needs to find economic and social cohesion.
Changing the system of unemployment insurance benefits and basic income support
as well as the repertoire of active labour market policy instruments and making benefit
receipt more conditional upon job search and acceptance of job offers was a major issue
on the political agenda (Eichhorst at al., 2010).
Passive social protection is not effective in the sense that people return to the job
market or at least maintain their ability to take care of themselves at home. In assessing the social protection of the new public management paradigm point of view, only
at risk of social measures to support the survival and the final—the social reintegration of the results is important to show the real degree of effectiveness of social protection. Social reintegration is a key argument for the indisputable need for an active
social policy and active social protection (Extending…, 2005). Social policy, focused
on increasing employment and reducing unemployment, wages and personal income
growth is one of the most important investment and growth factors (Weiler et al. 2003).
In order to maintain an economically strong, stable and competitive position in the region, the European Union has formed a general policy, implemented in all EU member
states. In 2011 the EU Commission has prepared the new economic recovery strategy
(European Commission, 2011). It provides innovative, sustainable and inclusive economic growth based on improved member states and the EU policy coordination vision. The European Commission recommends to ensure an integrated active inclusion
policies work, in order to effectively address multiple dimensions of poverty and social
exclusion.
3. Lithuania’s active labour market policies
Welfare of state depends on its economic and labour market policies, the ability to
per capital income. Employment is the most important way fully, actively and equally
to participation in public life. The more people are participating in full-time or parttime labour market, the greater are their contribution to the availability of adequate
social protection in that country. Market economy, certain sections of the population
in employment are becoming more vulnerable to failure to adapt to changes in market
relations. Growth of employment rates are the most efficient measure for economic
growth and social inclusion, both to promote the economic protection for persons who
cannot work. EU employment policy is focused on socially vulnerable groups (e.g.
long-term unemployed, people with disabilities), problem solving and quality of employment services and increasing the availability of closer cooperation with employers
and social partners in development (Lapinskienė, Tvaronavičienė 2009).
Analysing the Lithuanian Labour Exchange registered unemployed persons’ metric (see Figure 1) we could see the continued growth of it in 2008. It is also a growing
number of registered people with disabilities employment office, which determined 0
to 40% work rate, the number of a relative decrease observed in 2008 and 2010 This
indicates the need for more effective employment support measures.
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Fig. 1. Unemployment dynamics and dynamics of employment factors
(Source: Lithuanian Statistics under the Ministry of Social Security and Labour)

Active labour market policies (ALMP) measures are increasingly subject to the
broader macro-economic, employment and social policy objectives. ALMP must cover
all the objectives of diversity: job creation, job reallocation of skills and human capital
deepening, behaviour (with) change, overcoming the timidity of job-seekers and the
alienation of labour income increase, the broader macro-economic objectives, such as
the potential labour supply, structural reduction of unemployment.
ALMP program of the Lithuanian Labour Exchange are subject, from its earliest
beginnings in 1991. These measures serve job-seekers of employment growth, unemployment reduction and mitigation of negative consequences of a labour demand
and supply-side alignment to maintain balance in the labour market and job seekers
through the working-age population in employment opportunities will be provided.
ALMP measures and procedures in terms of specification (Dėl aktyvios…, 2009)
provides the unemployed and those facing redundancy of working age employees
in vocational training, supported employment, assistance for job creation and promotion of territorial mobility of the unemployed, the conditions and procedures.
ALMP include: unemployed and those facing redundancy of working age workers
vocational training; supported employment (employment subsidies, job skills promotion, job rotation, public works); support for job creation (job creation subsidies,
local employment initiatives, projects, self- supported employment); unemployed
territorial mobility support.
An active labour market policy effectiveness study (Aktyvios..., 2007) showed ALMP
measures of economic performance indicators fluctuations from 19.7% to 48.1%. This
showed that investment in ALMP measures is one of the most effective investments
in labour market policy. However, dynamics of recruitment’s factors in Lithuania
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(see Figure 1) indicates the necessity of active labour market policies’ improvement.
According to data from the Department of Statistics every year the number of employed persons differs just a little. Since 2005 designated by a growing unemployment insurance benefits, particularly noticeable in 2008 and 2009 At the same time,
the steady decrease in active labour market policy number (the slight increase seen in
2009). From 1 October 2010 effect of active labour market policy in terms of the measures and procedures for inventory changes. It provides that the working-age people,
who set up 25% of capacity or severe level of disability and level of working-age people
who work the 30–40% level or average level of disability, no longer need to provide a
bank guarantee or a warranty in writing prior to signing the grant agreement. It was
decided, since the introduction of a requirement for a guarantee, it became clear that
assurances and guarantees system is not flexible enough and willing to receive grants
for disabled people had a lot of problems.
4. Small and Medium Business in Lithuania
Business policy and priorities of the European Union and national level are promoting entrepreneurship and skills. One of the main factors for growth of SMB is corporate development activities. Small and medium-sized businesses enterprises are the
most mobile, constantly changing group of companies, whose existence and economic
status is the one of the key market-based economic components, having a decisive impact on overall economic growth and social stability (Kumpikaitė, 2008). Analysing the
EU and other developed countries, the experience can be seen that the market economy‘s competitiveness and growth is largely determined by small-and medium-sized
enterprises (SME) development. This economy sector quickest accrues to the market
supply and demand changes to adapt them, create new work places in the areas where
their products and services for a given period. Nearly 99.8% of all EU companies are
companies with fewer than 250 employees. These companies employ the two-thirds
of all EU workers and generate more than half of surplus value (57.3%) (Lietuvos
Respublikos..., 2010). Lithuanian corporate structure of the workforce is similar to the
structure of the EU.
Small and medium business development promotion is one of the largest Lithuanian
Republic Government’s economic policies. Small and medium enterprises and the incorporation of increasing the competitiveness of the country’s economic growth are
one of the main sources of job creation (Jakutis, Kazlovas, 2006). Lithuanian Small and
Medium Enterprises Development Strategy emphasizes SMB—one of the main growth
drivers, with a substantial impact on the development of Lithuanian economic development, job creation and social stability, and therefore its development is one of the
most important Lithuania’s economic policies. Small and medium sized enterprises in
Lithuania are constantly growing (see Figure 2).
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Fig. 2. Dynamics of number of small and medium-sized enterprises and social enterprises
(Source: Lithuanian Statistics under the Ministry of Social Security and Labour)

Small and medium-sized enterprises are the most dynamic, constantly changing
group of companies, the middle link in the economic structure, which has a decisive influence on economic growth and social stability of the relationship. It should be noted
that the total number of SMEs from 2004 is continuously growing up. But it may be
noted that in 2007-2009 the number of registered SMEs is steadily decreasing. The
growing trend of total number of SMEs is supported exclusively from SMEs decline.
It can be argued that the SMB is trying to maintain their positions, but we can’t speak
about its development.
Economics are open systems. They receive inflows of energy and materials.
Economics use that incoming energy to develop and build new structures. Social constraint reflects social aspect of system and added values that improve the quality of human life. European technology platforms and industrial clusters in the national bureau of
business conditions in Lithuania study (Verslo…, 2007) identified factors that affect SME
development in Lithuania and evaluation. Human resources factor, the average weight
was 2.5 points out of fifth. Evaluation of difficulties in setting up business enterprise
has shown that finding the right employees is one of the most important reasons not to
start a business. According to the survey, the vast majority of SM managers believe that
hinders the development of SMBs lack skilled workers (75.7%) (Efektyviai…).
One of the key indicators for starting a business is the clarification of the business
environment. With information about the business environment, factors influencing it
can provide better opportunities for new business development and competitiveness of
firms. Favourable business conditions are a key factor for competitiveness of the country to help achieve rapid economic growth rates and their maintenance, ensuring high
standards of living together and competing in the international market. J. Worthington,
C. Britton (2006), describing the business environment factors distributed it according
to their nature in operational (affecting a particular company in a particular area) and
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general (affecting all businesses in the region-wide issue). The social environment and
labour market figures are the business environment factors.
Lithuanian small and Medium Enterprises Development Strategy has provided
small and medium business development by 2015 strategic direction of the majority
of which are directly associated with the directions of entrepreneurship in Lithuania.
The strategic relevance of the documents reflect the issues of entrepreneurship, which
means that entrepreneurship is seen as an important phenomenon in today society, the
State bears the responsibility for strengthening entrepreneurship, entrepreneurship has
a vision, has set specific targets and specific measures envisaged to achieve those objectives (Viešųjų.., 2006).
Distribution of employees by firm size dynamics analysis shows that since 2006,
increase in total private sector SMBs and decreasing the number of employees of such
public sector undertakings of the workforce. In the private sector especially increasing
the number of employees from companies with employees working up to nine (see
Figure 3). In the public sector decreased the number of employees in small companies
with up to 49 people. It can be argued that the SMB development conditions and ensuring a favourable environment encourages entrepreneurship.
Republic of Lithuania Small and Medium Enterprises Act IX–1142, provides for
the granting of aid for small and medium-sized businesses reporting forms, tax incentives and fees, financial aid.

Fig. 3. Dynamic of employees’ distribution by the company size in public and private sectors
(Source: Lithuanian Statistics under the Ministry of Social Security and Labour)

5. Active employment policies in the SMB
In the most recent works on sustainable development, the social environment is
looked upon as an absolutely equivalent factor, which influences social development to
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the same extent as economic growth or environmental sustainability (Misiūnas, Balsytė
2008). ALMP aim at enhancing labour market mobility and adjustment, facilitating
the redeployment of workers to productive activities, and generally enabling people to
seize new job opportunities as they arise (Armingeon, 2007).
ALMP can not only improve the labour market situations, but also influence the
dynamics of SMBs. While the significance of human resource development increases,
the role of human resource development within the organisation decreases, because a
part of the work is transferred to specialized organizations, managers and colleagues
participating more actively in the human resource development work (Kumpikaitė
2008).
The unemployed and those facing redundancy working life of employees training
goal – to qualify, or (and) to acquire skills, needed employment. The examination of
the Department of Statistics data shows that people start working in the profession or
occupation, number of dynamics coincides with the dynamics of vocational training
(see Figure 4). It is the purpose of staff preparation is an important and useful. Business
development – this is another opportunity employment. However, training does not affect the activities of the dynamics of a business license, do not encourage entrepreneurship. If the problem of inefficient management and insufficient institutional quality is
not properly assessed, and no attempts to solve it are made, it may lead to a situation
when it is impossible to achieve the general country’s sustainability either in the present
or in the future (Misiūnas, Balsytė 2009).

Fig. 4. Vocational training and activities according the business license dynamics.
Persons started work in the profession or occupation dynamics
(Source: Lithuanian Statistics under the Ministry of Social Security and Labour)

Employment subsidies aim – to help the labour market, further supported by the
persons registered in the employment exchange, enter the labour market or temporary
employment, and individuals who set up the level of 40 % of capacity or severe dis-
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ability rates, create special conditions in the labour force. Job skills support goal – to
provide opportunities for job seekers to acquire skills gaps directly in the workplace. It
can be argued (see Figure 5) that vocational training is closely linked to job skills and
employment promotion subsidies, because of their similar behaviour. All these factors
are very important for SMB development, small business because it is important that
the employee is prepared according to the program ordered by the employer, and that
his employment would be based.
Job creation subsidy paid to employers who employ people on permanent contracts for these belong to the labour market, further supported by the different categories of persons with disabilities of working age, employment office registered job seekers, who set up 25% of capacity or severe level of disability, level of working-age people,
registered with the Labour Exchange unemployed people who set the level of 30–55%
of capacity or mild or moderate disability level.

Fig. 5. Dynamics of job creation’s support and the number of social enterprises.
Dynamics of vocational training, job skills and employment promotion by subsidy
(Source: Lithuanian Statistics under the Ministry of Social Security and Labour)

Self-employment promotion organized by job-seekers registered with the Labour
Exchange in order to support the creation of jobs for themselves or for other unemployed. Subsidy for self-employment support would be granted if: the workplace itself
up for the first time in the working-age people with disabilities who a person is up to
25 % or severe level of disability, to register with the labour exchange and job seekers
with disabilities, with 30–40 % of the work or the average level of disability the level of
registered unemployed with the Labour Exchange; workplace itself up for the first time
a person whose dismissal are used to mitigate the effects of the European Globalisation
Adjustment Fund, have been unemployed, who started his business, not later than 30
months since the last registration date of the Labour Exchange for the first time in a job
setting up a working exchange directed unemployed.
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Support for job creation subsidies is provided to the employers creating new jobs or
adapting the existing ones to the disability needs and hiring unemployed people under
open-ended employment contracts, to former unemployed people within 36 months of
the date of company registration or to entities implementing local employment initiatives to create jobs for unemployed registered with territorial labour exchanges. Support
for job creation set up since 2006 continuously decreasing (see Figure 5). However,
it can be seen that at the same time steadily increasing number of social enterprises,
social enterprises as well realizes the self-employment promotion and various tax incentives. Social belong to small and medium-sized group of companies. Number of
social enterprises since 2006 similarly changes according the development of small and
medium enterprises (see Figure 5). In summary, the analysis results suggest that active
labour market policy implementation is beneficial for SMB development.
6. Conclusions
EU social policy is focused on improving the European social model. Social risk of
social benefits is often the only one feasible mean of social protection, but active social
policy helps to persons who want to work. European Employment Strategy provides to
reach the full employment, quality and productivity and social cohesion of it. Active
labour market policies could ensure the unemployed for people with disabilities to participate in the labour market.
Create the necessary productive employment opportunities and ensure continued
livelihoods is one of the most important and difficult task of every society. EU employment policy is focused on improving the European social model. Lithuania active labour market policies are described as the domestic legislation provides for measures to
help job seekers improve their employment opportunities and improve job and prepare
a balance between the ratios of skilled workers.
Small and medium enterprises establishment and the incorporation of increasing
the competitiveness of the country’s economic growth are one of the main sources of
job creation. Small businesses enterprises more flexible adapt sudden changes in conditions of economic development, particularly those engaged in less dependent on the
unfavourable situation in the labour market, the SMBs need to create favourable conditions for special attention.
ALMP Department of Statistics data shows that people start working in the profession or occupation, number of dynamics coincides with the dynamics of training
and preparation of the target employees is an important and useful. However, training
does not affect the activities of the dynamics of a business license, do not encourage
entrepreneurship.
Vocational training is closely linked to job skills and employment promotion subsidies, similar to their behaviour. All these factors are very important for SMB development, for small business it is important because that the employee is prepared according
to the program ordered by the employer, and that his employment would be supported.
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Lithuania supports the establishment of jobs since 2006 steadily declined. But at
the same time, steadily increasing the number of social enterprise as a social enterprise
sells a broad support for self-employment and various tax incentives. Number of social enterprises since 2006 similar changes in small and medium-sized enterprises the
number of trends. In summary, the analysis results suggest that active labour market
policy implementation is beneficial for SMB development.
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AKTYVIOSIOS SOCIALINĖS POLITIKOS ĮTAKA SMULKIAJAM IR
VIDUTINIAM VERSLUI
Tatjana BILEVIČIENĖ, Eglė BILEVIČIŪTĖ
Santrauka. ES valstybėms narėms, atsižvelgiant į kiekvienos iš jų ypatumus, būdingi
bendri socialinės valstybės požymiai, kurių visuma grindžiamas Europos socialinis modelis.
Socialinė politika yra neatsiejama ekonominių procesų dalis ir jai skiriamas prioritetinis ES
politikos dėmesys. Per pastaruosius 10–15 metų pastebimas didėjantis dėmesys aktyvios darbo
rinkos politikos priemonėms kaip užimtumo politikos instrumentui bei perėjimas nuo pasyvių
prie aktyvių priemonių. Garantuojant visiems lygias galimybes, užimtumas yra labai svarbus
reiškinys, prisidedantis prie visapusiško piliečių dalyvavimo ekonominiame, kultūriniame ir
socialiniame gyvenime bei jų galimybių įgyvendinimo. Vienas iš svarbiausių ekonominės politikos uždavinių yra smulkiojo ir vidutinio verslo plėtra. Smulkios ir vidutinės įmonės turi didelę
įtaką ekonomikos plėtrai, jos yra pagrindinis naujų darbo vietų kūrėjas, užimtumą skatinantis
veiksnys. Straipsnyje parodoma, kad savo ruožtu smulkiojo ir vidutinio verslo plėtra priklauso
nuo aktyviosios darbo rinkos politikos veiksnių.
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