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Political News

Mr. Adamkus, President of Lithuania is planning his visit to Russia and meeting with Vladimir Putin on March 29-31. Russian President Vladimir Putin has said that Russia is prepared for a constructive Russian-Lithuanian dialogue and for developing bilateral relations in the spirit of good-neighbour relations and mutually advantageous cooperation. 

Mr. Paulauskas, Chairman of Seimas, mentioned that law about reimbursement of damage, made by Soviet occupation and adopted by previous Seimas, may be revised. However, he did not provide more details. This law declares that Russia has to reimburse Lithuania around 80 billion litas, is an obstacle to sign agreement on border with Russia and it creates other problems in relations with Russia.

Minister of Transportation of Russia, Mr. Sergej Franko, who is also head of Russian commission of cooperation with Lithuania, rejected proposal of Lithuanian minister of foreign affairs Mr. Valionis’ to include question of compensation in the agenda of next session of commission. Valionis is a co-chairman of this commission. Former Kubilius’ Government obligated representative of Lithuania to make efforts to start negotiations with Russia on soviet occupation damage reimbursement issue. Valionis met with Franko in Moscow were he is preparing Adamkus visit to Russia. 

Lithuania appointed a former deputy foreign minister to serve as its new ambassador to the United States. Vygaudas Usackas arrived on March 5 to take up his position, replacing Stasys Sakalauskas, who ended his 3 and 1/2-year cadence. Mr. Usackas, a career diplomat, also served as Lithuania's chief negotiator for membership in the European Union until the end of last year. Membership in the European Union and NATO are among Lithuania's top foreign policy goals. 

Government decided to establish 4 positions of commercial attaché in Poland, Sweden, UK and Russia. Money, 1.7 mln lt, will be allotted from Export Development Program implementation resources. Countries selected for first commercial attaché were based on trade intensity. In 2002 attaché will be assigned to France, Kazakhstan, Ukraine; in 2003 – Italy, USA, Turkey and Czech Republic. 

Mr. Andriukaitis, leader of opposition, said he is going to initiate process to cancel, according to him, ‘non-constitutional’ Government’s obligations to Mazeikiai Refinery and its operator Williams International. Andriukaitis wants to annulate these parts of agreement where Government guarantees to compensate losses of the company. Also he offers not to allow Government to sell remaining shares of Mazeikiai Refinery and cancel obligation not to increase taxes to strategic investor during next 10 years. His initiative is based on the decision of Constitutional Court who determined that some parts of agreement according to which Lithuanian Oil Complex was sold to strategic investor contradicts Constitution. 

According to recent opinion pool, around 41% of Lithuanians estimate Paksas’ Government as ‘Good’, this opinion is mainly determined by young people. 35% values Government as “Bad”, and 23% do not have own opinion. However, even 54% inhabitants who has university degree values Government negatively. 

The United States granted Lithuania 285,000 USD in aid to reform the nation's emergency management system. At a ceremony on March 9 at the Lithuanian Defence Ministry, U.S. ambassador to Lithuania John Tefft transferred funds for renovating of the Civil Defence Training Center in Nemencine. Mr. Linkevicius, Minister of Defence, said the U.S. aid was the first phase of a long-term project as next year Lithuania plans to create similar regional emergency management center in Kaunas, and in 2003 in Klaipeda.

A joint Lithuanian and Italian military forces started training at the Pabrade central military testing ground. 1,000 armed Italian soldiers take part in the training. Part of ‘Gelezinis Vilkas’ brigade, The King Mindaugas motorized rifle squad represents the Lithuanian armed forces. The training is aimed at improving the level of co-operation between Lithuanian and Italian units.

(Lietuvos motorizuotu pestininku brigados ‘Gelezinis vilkas’  Karaliaus Mindaugo bataliono kuopa)

 Israel's institutions said they are willing to increase the level of cooperation with the Lithuanian president’s International Historic Justice Commission, which investigates crimes committed by Nazi and Soviet regimes in Lithuania. The commission’s executive director Ronaldas Racinskas had been visiting Izrael at the beginning of March where he met representatives of Israeli governmental and academic institutions and public organizations. Racinskas introduced the commission's activities aimed at restoring historic justice, educating the society and initiating political and public debates and processes characteristic for mature Western democracies. Established by President Valdas Adamkus in 1998, the commission has its sittings twice a year, with the next meeting planned for March 21 in Vilnius. Eminent experts from Lithuania, Germany, Russia, the United States, Great Britain and other countries participate in its activities.
UK minister of foreign affairs Mr.Brajen Vison who visited Vilnius on event of British Week announced to UK will support closing of 1-st reactor Ignalina Power Station with 1.5 million euro (taip, milijonu – buvo klaida). UK Ambassador Chisthopfer Robinson earlier said that UK will not support Lithuania joining EU, if Lithuanian will not determine closing date of second reactor. Lithuanian officials estimated that his closing will create very serious employment problems, as more than 5000 people will loose job at power plant, and additionally 5000 people from service sector will be directly affected.

Economy

Main economical indicators improved in 2000. This was caused mainly by rising of mining and manufacturing industries, growing of exports and decreased deficits of foreign trade. On the other hand, high unemployment continues to grow up, and lasting deflation tendency reflects remained negative trends of economy. 
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1999 Annual 2000 Annual 2001 Annual 2002 Annual
changes (Estimate)** changes  (Forecast) changes (Forecast) changes
(%), (%) (%), (%)
1999 2000 2001 2002
(Estimate) (Forecast) (Forecast)
Real GDP 42 26(-) 42 | 45
Nominal GDP (LTL billion) 42,54 -10  4450(-)  46(-) 4739 | 65 50.94 75
Current account deficit, as a % 1.2 5.0(-) 6.0(-) 6.5
of GDP
Fiscal balance of general —-86 —3.1(-) —15(-) -15
government operations, as a %
of GDP
Inflation (CPI) 03 1.4%* 18(-) 28
Average monthly eamings (LTL)* 1,123 -25 1160 | 331 1,200(-) 34(-) 1,250 42
Average interest rates on loans 130 123 | 120 | 1.0
in litas (%)~
Unemployment rate* 10.0 1264 13.0(-) 130

* End-of-period

** Forecast bias is being evaluated. If a number is marked with 1. it is very likely that an actual value will exceed its prognosis. The opposite s
rue, i | appears next 1o a forecasted value. The sign () indicales thal actual resuls are expected to deviate from their prognosis minimally.
** Actual dla




The IMF said that Lithuania had created conditions for a smooth repeg of the litas currency to the euro from the dollar next year and saw prospects for improved economic growth in 2001. "I think that there's a strong reason to believe that prospects are improved for this year, that economic growth could be somewhat stronger," Mark Horton, the IMF's resident representative in Lithuania, told Reuters. Lithuania's economy increased by 2.9 percent in 2000. According to official forecasts, Lithuania's GDP is expected to rise 3.2 percent in 2001. Lithuania's currency, the litas, is pegged at 4:1 to the dollar but the country's central bank has been planning to shift pegging to  Euro due trade ties and the country's aim to join the EU. "We think their budgetary issues are realistic and we think that the framework is in place for a smooth repegging," said Horton.

The Lithuanian statistics department said that business confidence in the country rose in January to its highest 12-month point. The department said in a statement the indicator – a composite of sales orders, finished stocks and production expectations - rose in January to a balance of minus nine, up from -16 in December. The statistics department survey includes 300 large firms in Lithuania. Current conditions are assessed compared with the previous month. The production and sales price expectations look forward three to four months.

Last year average income per person were 415 lt, or 3% lower compared with 1999, and were lowest in Baltic countries (in Estonia – 544 lt, Latvia – 438 lt). According to Statistics Department, 84% of incomes were in cash, and remaining part – in kind. These in kind incomes are not liquid, and does not stimulate rising of internal market. Evidently some bankrupting companies instead of money pays salaries with products they make. Almost 8% of inhabitants of big cities live below poverty level, this percentage for medium and small cities is 14%, for country side - 28%. Average poverty level in Lithuania is 16%.

According to Statistics Department, retail trade in January 2001 decreased by 6.5%, compared with December 2000. Only car sales and car repair services has increased by 0.8%. This shows that internal market still is in stagnation and figures of increased export did not have impact on it yet. 

Planned inflation in March is 0.2%. Inflation in February was 0.2%, while in January deflation of 0.2% was recorded. 

Lithuania's Butinge terminal announced record exports in February.   A record 500,100 tones of Russian crude oil was exported from Mazeikiai Refinery Butinge terminal on the Lithuanian Baltic in February 2001.

Mazeikiai Refinery hopes to export at least 6 million tones of oil from Butinge this year, almost double the 3.1 million tones that moved out of the terminal in 2000. Butinge's full capacity is 8 million t/y. Mazeikiai Nafta is 33% owned by Williams of the US. It also operates a refinery at Mazeikiai in Lithuania.

On March 6 there was an accident at Butinge, when one rope that hold tanker was broken. Small amount of oil was spilled to the sea, but it did not create more serious damage. However, both Lithuanian and Latvian green movements required to introduce additional safety measures at Butinge. 

Vilniaus Bankas announced that during 2000 it earned 82.17 mln lt net profit and created internet banking system ‘VB internet’. SEB, to which VB belongs, said that it is happy with market growth in Baltic States (20% annually), and how smoothly electronic banking is evolving. Total turnover of VB during 2000 was 327 mln lt, 38.7% higher compared with 1999. However, SEB thinks that in 2001 growth of banking sector will be faster in Latvia and Estonia, while in Lithuania it will be slower. 

Privatisation

It is expected that Board of Lithuanian Bank will give permission to Hansapank to acquire Lithuanian Savings Bank. Hansapank was a winner for LSB privatisation tender and started direct negotiations with State Property Fund, but later it turned out that Sweden Swedbank and SEB are finishing merger negotiations. As SEB owns Vilnius Bank, after acquiring of LSB it will have more than 40% of banking market in Lithuania, which is against competition law. Initially experts said that Lithuanian Government did a mistake starting negotiations with Hansapank, as now it will need to announce another tender. However, now they think that it is better to sell LSB, and later it will be problem of Hansapank to comply with competition law.   

New minister of economy, Mr. Gentvilas expressed his unsatisfaction how privatisation of Lithuanian Gas is going, especially with privatisation advisers BNP Paribas. Gentvilas suggests to issue emission of new shares of Lithuanian Gas, and thus to increase value of the company. Also new emission price can show preliminary price of company shares. He was surprised that consultants did not offer this idea. It is estimated that price of Lithuanian Gas is around 600 mln lt. Interest in Lithuanian gas is showed by German Ruhrgas, German company RWE, Russian Gasprom. 

Lithuanian association of freight forwarders announced that they want to participate in privatisation of LISCO. In their opinion, Danish company DFDS that is currently negotiating with State Property Fund, can cut Lithuanian trucks from main European routes, as they plan to transport only trailers without trucks. These trailers then will be taken by European drivers. Linava thinks that it will be a big loss for Lithuanian transportation sector that employs 60 thousand people and pays 500 million litas taxes annually. 

Important Legal Acts

From July 2001 new bankruptcy law will come in force. This law will simplify bankruptcy procedure. It is estimated that more than 1000 companies will bankrupt. It is possible that because of this law official unemployment level will increase to 15-16%, unofficial – to 18%.  According to chairman of Seimas Budget and finance Committee, Mr. Glaveckas, this law come at least 5 years late, and result of this delay – losses of 10 billion litas – 7 billion lt in loans that these companies did not return, and 3.5 billion – their own losses.    

According to this law, Even Mazeikiai oil refinery might be considered as a candidate for bankruptcy, but it is evident that Government will not allow this to happen. It’s assets now are 2.9 billion lt, liabilities – 1.9 billion lt. 

Government accepted law prepared by Lithuanian Bank that opens possibility to repeg litas from USD to Euro and passed it to Seimas for approval. This law will establish a law basis for re-pegging of litas, but it does not describe principles how it will be done. However, Lithuanian Bank once more confirmed that during repegging litas will not be neither devaluated nor revaluated. 

Seimas opposition gathered necessary number of votes and initiated trial at Constitutional Court against Paksas’ Government decision to limit salaries to working pensioners. According to opposition, this law limits human rights. Observers consider this step as a victory of opposition. Government was forced to pass this law because of critical SODRA financial situation. 

Seimas accepted new labour law that is more favourable to employers. Now when releasing employee no labour union agreement will be required, also compensations were reduced by 3 times. For instance, compensation equal to 4 monthly salary has to be paid if employee worked at the company up to 5 years. In previous law it was 12 mothly salaries. 

Socialdemocatic coalition voted against this law and said they will address President not to sign it. Confederation of Industrialists thinks that this law will help to create more flexible labour market and this will have positive influence on growth of economy. 

Information Technologies

Lithuanian fixed-line telecom monopoly Lithuanian Telecom signed a contract with U.S. Compaq for new Internet platform technology to increase its market competitiveness. Telecom will introduce the new system in June and will to invest almost 10 million litas.  As stated Telecom, the new platform will improve the quality of services, enable the company to provide value-added Internet services and ease management of Internet services. Telecom expects large growth in Lithuania's Internet market over the next few years. According to Telecom’ estimates, the number of Internet users in Lithuania may grow beyond a million over the coming few years. New system is based on technologies from Compaq, Microsoft and Cisco Systems
Also Lithuanian Telecom signed a 25 million litas  network management system deal with U.S. Hewlett-Packard . HP system will supervise Telecom' entire international, transit and local telecommunications network. Lithuanian Telecom is actively preparing for the full liberalization of the telecommunications market and for coming competition. The company is rapidly modernizing its network and pays much attention to the improvement of the network management efficiency. 

Telecom has a monopoly on Lithuania's fixed-line telecommunications services market until January 1, 2003. Evidently by that time Telecom wants to be ready for competition. However, experts say that Telecom has enough time to make necessary investments and not to be afraid of potential competitors in 2003. 

Lithuanian Telecom introduced new internet access service – now home users can connect to the internet using one number all over Lithuania. Monthly fee for this service is 99 lt. Same right is given to another internet provider, Delfi.

Four Lithuanian IT companies participate in CeBIT exhibition in Hanover. It is Alna, Info-tec, Technogama and Labbis. They are mostly offering software solutions and looking partners for joint programming projects. 

