Mid February – March  2002

Political News

The parliament briefly mentioned the declaration of the restoration of Lithuania's independence on 11 March 1990 at the first meeting of its spring session on 10 March. There was no formal meeting of the parliament on 11 March, and members' seats were taken by young people who were born on that day in 1990. Parliament Chairman Arturas Paulauskas told the young people, who were given copies of the Restoration of Independence Act and a book about its signatories, that they should seek higher education and knowledge. The chairman of the parliament in 1990, Vytautas Landsbergis, also expressed his wish for the 12-year-olds to be energetic, diligent, and just, in order for them to be happy in a free Lithuania. Various Independence Day commemorations and religious services were held throughout the country.

Seimas, by a vote of 47 to 26 with 17 abstentions, rejected on 12 March the proposal by President Valdas Adamkus to provide the privileges of an ex-president to Vytautas Landsbergis, who had been the chairman of the last Lithuanian Supreme Council and, following Soviet practice, had served as the head of state. Opposition to this law was mostly formed by socialdemocratic party, who treat Lansdbergis very negatively. 

Ambassador to Japan Algirdas Kudzys presented his credentials to Japanese Emperor Akihito in Tokyo on 21 February. President Valdas Adamkus appointed Kudzys ambassador to Japan last November. 

British Prime Minister Tony Blair met with Prime Ministers of Baltic countries in London on March 14 and discussed the NATO and EU candidacy of the three Baltic states, as well as relations with Russia. Blair praised the three countries' progress in defence reforms, and told the three prime ministers that their states should not have any problems being invited to join NATO at the Prague summit in November if they continue military reforms. The Baltic premiers expressed dissatisfaction with the low agricultural quotas and subsidies the European Commission has proposed for new EU member states. 

Deputy U.S. Secretary of State Richard Armitage met with defence ministers Sven Mikser (Estonia), Girts Valdis Kristovskis (Latvia), and Linas Linkevicius (Lithuania) in Washington on 13 March and told them that the Baltic states have made great progress in military reforms and have implemented their NATO Membership Action Plans well. He praised the Baltic states for allocating 2 percent of their GDP for defence needs, and thanked them for agreeing to send troops to Kyrgyzstan as part of the U.S.-led antiterrorist campaign. They also discussed NATO's relations with Russia. Armitage said he plans to participate in the meeting of the prime ministers of the "Vilnius-10" group who are NATO candidate countries in Bucharest on 25-26 March. 

U.S. Defence Secretary Donald Rumsfeld also met with the Baltic defence ministers. He thanked the Baltic states for their countries' contribution to the fight against terrorism and stressed the need to continue developing their defence forces. He praised Lithuania's decision to be the first European state to purchase the U.S.-made Javelin antitank system. 

Baltic States Defence Ministers prior to joint visit to USA issued a statement that the Baltic States will do everything in their power to support the worldwide fight against terrorism, and will continue to participate in the SFOR and KFOR peacekeeping operations. They also signed the action plan of the joint Baltic naval squadron BALTRON for 2002, and agreed to the financing, operation, and administration of a Baltic Sea Marine Training Center in Liepaja, Latvia. 

The foreign ministers of the "Vilnius-10" group of NATO candidate countries (Albania, Bulgaria, Croatia, Estonia, Latvia, Lithuania, Macedonia, Romania, Slovakia, and Slovenia) discussed strategies in Skopje on 8 March. They signed a joint declaration reaffirming their firm commitment to play an active role in the antiterrorist coalition and expressing their determination that the perpetrators and supporters of terrorist acts be brought to justice. They called on NATO to continue its open-door policy after its Prague summit in November. 


Deputy Secretary-General for Defence Planning and Operations Edgar Buckley arrived in Vilnius on 8 March to help complete the last report on Lithuania's readiness to join the alliance before the NATO summit in Prague in November. Other NATO officials spent the week in Lithuania gathering information for the report. Buckley told Prime Minister Algirdas Brazauskas that he is pleased with Lithuania's domestic political picture, democratic development, foreign policy, relations with neighbours, macroeconomic progress, and public support for NATO membership. He told that Lithuania needs to continue the reforms of its armed forces and fulfil its pledge to have a motorized-infantry battalion that is capable of taking part in combat operations outside Lithuania by the end of the year.  

During visit in Lithuania Russia Minister of Foreign Affairs Igor Ivanov told that Lithuania has the right to set its own foreign policy priorities, but he repeated Russia's objection to what he called the "mechanical" expansion of NATO. He praised Lithuania's efforts to find constructive solutions to the problems residents of Russia's Kaliningrad Region could face if Poland and Lithuania join the EU. Ivanov noted that the Russian government has sent the Lithuanian-Russian border agreement to the State Duma for ratification, and that the countries' parliaments have to develop a favorable atmosphere for ratification. President Valdas Adamkus repeated to Ivanov his invitation to Russian President Vladimir Putin to visit Lithuania. In later talks with parliament Chairman Arturas Paulauskas, he stressed the need to change the stereotypes about Lithuania formed in the Russian Duma to allow the two countries' parliaments to cooperate more closely in solving urgent and sensitive issues. His visit to Vilnius ended with a meeting with Prime Minister Algirdas Brazauskas. 

Valdas Adamkus told a press conference on 26 February that the government should not yield to EU pressure and close the second reactor of the nuclear power plant at Ignalina by 2009. Lithuania has agreed to close the first reactor by 2005. He denied that the plant is a danger to the environment, and noted that believes nuclear energy is the clean energy source of the future. The previous day, parliament deputy Kazimiera Prunskiene said it would be impossible to close the second reactor before 2013-2015. Prime Minister Algirdas Brazauskas later that day asserted that all Lithuanian state institutions -- the president, the parliament, and the government -- should make the decision on closing the plant together before July, because the European Union is demanding a clear decision by then. 

However, various EU officials immediately reacted to such statements saying that fate of Ignalina power station is determined and position of EU is firm – if Lithuania wants to join EU, both blocks of power station must be closed on agreed time and there is not room for discussion on closing terms. 

Finnish President Tarja Halonen had two-day visit to Lithuania on 6 March and met with President Valdas Adamkus, Seimas Chairman Arturas Paulauskas and Prime Minister Algirdas Brazauskas.  She expressed support for Lithuania's efforts to join the EU and NATO, and noted that the Baltic region needs a common energy strategy since no state there possesses large natural resources for energy production. Halonen told that Lithuania needs considerable financial aid to close the nuclear power plant at Ignalina, but it has the sovereign right to have a nuclear industry. 

A study by the Austrian Ecological Institute on the safety of the 106 nuclear power plants in Europe stated that the Ignalina plant was the youngest and safest of all RBMK model reactors on the continent. The most dangerous plant was Armenia's nuclear power plant, called Armenia, which received 13 risk points. The Ignalina plant with 11 risk points was still more dangerous than many other plants in Eastern and Central Europe.

Ceslovas Jursenas was elected first deputy chairman of the parliament by 80 votes on 14 March. Some members of the opposition did not participate in the vote, arguing that their opinions about the appointment were not sought, and that the post should have been given to a member of the opposition. Earlier discussions on appointing former Premier Rolandas Paksas to the post fell apart after he and his supporters left the Liberal Party in January. Social Liberal Arturas Skardzius, Social Democrat Vytenis Andriukaitis, and Liberal Gintaras Steponavicius are currently serving as parliament deputy chairmen.

Jursenas is one of the most influential politicians in socialdemocratic party.

Liberal Democratic party had its founding congress, where former Prime Minister Rolandas Paksas was elected chairman of the newly established Liberal Democratic Party in Vilnius on 9 March, receiving support from 563 of the 566 delegates. Seimas deputy and former Environment Minister Henrikas Zukauskas was elected the party's first deputy chairman, with parliament deputies Dalia Kutraite and Vladas Zalnerauskas, architect Valentinas Mazuronis, businessman Remigijus Acas, and Klaipeda University Professor Vytautas Valevicius elected deputy chairmen. Paksas said the party's principles are "liberalism toward business, social policy based on labour, and order in the state." He noted the party supports Lithuania's efforts to join the EU and NATO, and that Lithuania should remain a nuclear energy-producing country.  

Socialliberal (New Union) party also had its congress. The 3rd Congress re-elected parliament Chairman Arturas Paulauskas to a four-year term as party chairman by a unanimous vote of the 364 delegates. The congress also elected an 87-member party council whose members were proposed by Paulauskas. In his report to the party congress, Paulauskas expressed satisfaction that the number of party members has increased to nearly 4,000, and noted that new members include Social Security and Labour Minister Vilija Blinkeviciute and Health Minister Konstantinas Romualdas Dobrovolskis. However, he did not reveal whether he intends to run for Lithuania's presidency, saying that there is still a lot of work to be done before an electoral campaign can begin. 

Agriculture Ministers of Estonia, Latvia and Lithuania signed a joint agreement at a meeting in Riga on 28 February on the European Commission's proposal regarding agricultural support to EU candidate countries once they join the union. The agreement stated that the proposed lower assistance level to farmers in candidate countries does not ensure equal competition within the EU market. Moreover, it said that the production quotas and projected consumption levels at the time of entry for the Baltic states are too low, as they are based on 1995-1999 figures.

Public opinion Polls 

According to opinion poll, done by public opinion poll and research company Vilmorus, citizens of Lithuania think that these politicians represent them best. Voters were able to select one or more politicians.
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	Valuation of Politicians
	%
	+/-

	
	
	

	A. Brazauskas
	23.7
	-3.1

	V. Adamkus
	23.2
	-0.3

	K. Bobelis
	17
	-2.8

	A. Paulauskas
	10.4
	1.8

	R. Paksas
	6.6
	1.9

	C. Jursenas
	6.2
	0.7

	K. Prunskiene
	6
	0.6

	A. Kubilius
	6
	0.9

	K. Glaveckas
	5.6
	-0.5

	V. Lansdbergis
	5.2
	1.7


+/- column shows how percentage has increased or decreased compared with last month (February)

With every month Adamkus is getting closer to the top of the list, as in summer of 2001 he had only 13.7%, while Brazauskas, who was not Prime Minister at that time, had 34.2 percent. However, starting autumn of 2001, rating of Brazauskas started to decrease, while rating of Adamkus – increase. 

In March opinion poll leader of Liberal Party, Gentvilas, has left the top 10 list, and his place was taken by Landsbergis. 

	Confidence in Institutions
	%
	

	
	Trust
	Do not trust

	Church
	66.5
	11.2

	Mass media
	63
	9

	President
	56
	18.1

	Lithuanian Bank
	48.1
	19.4

	Health Care
	47.9
	26.3

	Army
	43.7
	21.6

	Sodra
	43
	30.1

	Municipalities
	32.5
	27.9

	Police
	31.3
	34.3

	Government
	20.9
	41.7

	Courts
	17.1
	41

	Commercial Banks
	13.1
	54.1

	Seimas
	7.9
	61.9

	Parties
	5.6
	69.6
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	Valuation of political parties (For which party you would vote)
	
	

	
	March 2002
	Previous poll (Feb 2002)
	Jan 2002

	Socialdemocratic party
	22.3
	22.7
	23.1

	Christian Democrats
	8.6
	7.6
	6.5

	Conservative party
	7.8
	6.3
	7.9

	Liberal Union
	6.6
	7.9
	6.7

	New Union
	5.6
	7.5
	6.1

	Liberal Democratic Party
	4.1
	
	

	Central Union
	4
	4.4
	3.9

	Union of Agricultural party and New Democracy
	2.7
	2.6
	4.9

	Lithuanian freedom Union
	1.7
	2.2
	2.2

	Modern Christian Democrats
	1.4
	1.6
	1.9

	
	
	
	


Results showed that newly established Paksas’ Liberal Democratic  party would get more than 4% of votes, which is quite good result. Compared with February, part of votes have lost center-right wing parties – Central Union and Liberal party. However, position of Socialdemocratic party remain stable, while Conservative and Christian Democratic parties were able to gain more confidence of potential voters. 

	List of  most popular  Politicians

%
	Positive 
	Negative
	Difficult to say

	V. Adamkus
	68.5
	13.9
	17.6

	K. Bobelis
	67.1
	10.9
	22

	A. Brazauskas
	57.8
	24.4
	17.8

	K. Prunskiene
	51.6
	22
	26.4

	C. Jursenas
	45.4
	26
	28.6

	E. Gentvilas
	40.6
	18.5
	40.9

	R. Paksas
	39.6
	30
	43.7

	L. Linkevicius
	39.4
	11.9
	48.7

	K. Glaveckas
	39.2
	18.4
	42.4

	A. Paulauskas
	38.7
	36
	25.3
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Economy

Algirdas Brazauskas delivered to parliament a 400-page document about the activities of the government in 2001 even though he became prime minister only in July. In presenting the annual report, he stated that membership in the EU and NATO are the country's main foreign policy goals, and that the accomplishments of his government include a 5.7 percent growth in the country's GDP with a rather stable 2 percent annual inflation. He also noted the government's success in collecting planned budget revenues, and the restructuring of the country's energy system. His report was praised by the ruling coalition, with parliament Chairman Arturas Paulauskas calling it "a progressive, detailed, and versatile document." However, the head of the opposition Liberal Union faction, Gintaras Steponavicius, called the report "a formal document void of specificity" that did not mention such unfavourable factors as the growing tax burden, the introduction of more bureaucratic procedures, and lack of pension reform. Conservative Andrius Kubilius described the report as "boring, bureaucratic, and not fit for public debate." 

The consumer price index in February was 0.2 percent lower than in January, but 2.8 percent higher than in February 2001. In February, the costs of food products fell by 0.7 percent, of clothing and footwear by 1.5 percent, but transportation costs grew by 1.9 percent. 

The Statistics Department announced that in 2001 Lithuania's imports increased by 15.1 percent over 2000 to 25.12 billion litas ($6.28 billion), while exports rose by 20.3 percent to 18.33 billion litas. 

The international rating agencies Fitch and Moody's raised the outlook for Lithuania's bonds and bank deposits from "stable" to "positive" on 28 February and 1 March, respectively. 

According to the Swedish Foreningssparbanken's (Swedbank) survey of the Baltic Sea region, the Baltic states and Russia will in the next few years show the fastest growth in the region; Swedbank expects the Lithuanian economy to grow four percent in 2002 and 5 percent the year after. 

The Finance Ministry and the European Union signed a memorandum in Vilnius on 13 March on co-financing an environmental project in the Alytus region in southern Lithuania. The project, which is estimated to cost 7.8 million euros ($6.9 million), calls for the better collection and transportation of waste from the southern cities of Alytus, Druskininkai, and Birstonas, as well as closing Alytus's old dump site and opening a new one. The EU will supply 3.9 million euros from its Instrument for Structural Policies for Pre-Accession (ISPA) program, while Lithuania's share will come from private investments (1.8 million euros), state budget funds (1.5 million euros), and loans. 

Minister of Economy Cesna announced that Jukos is finishing negotiations with Williams International, however, no further details were give. Meanwhile Jukos resumed supplying crude oil to the refinery after a one month break. 

Small shareholders of Mazeikiai Refinery, led by company “Status”, informed that they will ask court to annulate Williams International and Mazeikiai Refinery investment agreement, as it violates shareholders rights. This group posses some 5% of company shares. This action so far did not rise any concern from the side of Williams Lietuva or Lithuanian Government. 

The Mazeikiai Nafta oil concern paid a fine of 2.56 million litas ($640,000) to the Environment Department of the western Klaipeda region for damages caused by the oil spill at the Butinge terminal on 23 November.

The Klaipeda free economic zone (FEZ) sealed an agreement with Danish A. Espersen A/S for the construction of fish processing factory which will employ about 250 people. Klaipeda FEZ Managing Director Eimantas Kiudulas noted that two other Danish companies had signed agreements to establish a logistic center and an electrical engineering component factory in the zone. This will be first investment to Klaipeda LEZ that was established in 1996 but had limitation to its activities due to lack of relevant laws. 

Privatisation 

Lithuanian State Property Fund Director Povilas Milasauskas and Norddeutsche Landesbank Girozentrale (Nord/LB) board member Joergen Koesters and Executive Vice President Sven Herlyn signed an agreement on 17 February in Vilnius on the sale of a 76.01 percent share of the Zemes Ukio Bankas (LZUB). Nord/LB will pay 71 million litas ($17.9 million) for the shares and invest a further 145 million litas in the bank. LZUB is the third-largest bank in Lithuania with total assets accounting for around 13 percent of all the domestic bank market. In 2001 it had an estimated pre-audit net profit of 8.46 million litas. Nord/LB ranks 10th among Germany's banks in terms of assets and has the highest possible rating of AAA from the Fitch rating company. 

The Competition Council and the Bank of Lithuania also granted permission to Germany's Norddeutsche Landesbank Girozentrale to buy a 76 percent stake in Zemes Ukio Bankas (Agriculture Bank ), the country's last state-owned bank. 

Germany's main natural gas distributor, Ruhrgas, was the only company to submit a bid by the 19 February deadline to buy the 34 percent share of Lietuvos Dujos (Lithuanian Gas) assigned for a strategic investor. Another 34 percent of Lietuvos Dujos will be sold to a gas supplier, probably Russia's Gazprom. In the first phase of the competition in December 2001, Gaz de France and the consortium of Ruhrgas and the German company EON Energie submitted applications to participate in the bidding. EON Energie will likely join the Ruhrgas bid for Lietuvos Dujos. 

U.S. investors are increasing their stakes in the Lithuanian phosphate fertilizer producer Lifosa, which is related to the company's upcoming restructuring. According to the data provided by the National Stock Exchange of Lithuania (NSEL), the U.S. fertilizer producer Cargill and the Italian company Indutech on acquired 8.3 percent of shares in Lifosa each from the local finance brokerage company Finasta. As of Feb. 15, Cargill owned 24.89 percent, Group Participations Financiers held 20.40 percent and the Italian company Indutech controlled 8.30 percent of shares in Lifosa.
Important Legal Acts

The board of the Bank of Lithuania decided on 14 March to lower the minimum required reserve ratio for commercial banks from 8 to 6 percent, effective from 24 May. The decision will allow the entry of another 260 million litas ($67 million) into local markets. 

By a vote of 119 to four with three abstentions, the parliament approved on 7 March an amendment to Article 47 of the constitution permitting the sale of agricultural land to Lithuanian legal entities and foreigners. To be adopted the amendment must gain the approval of at least 94 deputies in a second vote following an interval of at least three months. The second vote may be more difficult, as the parliament has postponed voting on the laws that will implement the amendment. There is a sharp difference of opinion as to whether the sale of land should be allowed immediately or after a transition period of at least seven years, which has been demanded by some farmers groups. 

Seimas passed a new value-added tax (VAT) bill which will go into effect from 1 July. The publishing of books, magazines, and newspapers and the sale of medicines and medical equipment which had been exempt from VAT will have to pay a 5 percent VAT fee from 2004 instead of the normal 18 percent.

The Government assigned Mecys Laurinkus, the chief of the State Security Department, as the head of the newly established interagency commission to coordinate Lithuania's response to threats arising from terrorism. The other members of the commission are the defense, economy, environment, finance, foreign, health, and transport deputy ministers along with the deputy prosecutor-general. The commission will supervise the national program for fighting terrorism adopted at a closed-door session of the National Security and Defense Committee of the Seimas in January 2002, for which the government has allocated 7 million litas ($1.77 million) this year. The main task of the commission is to provide intelligence and recommendations to the president, parliament, and government. The cabinet approved a list of the most likely terror targets in Lithuania that the armed forces should defend. These included the president's office, the parliament and government buildings, the Ignalina nuclear power plant, Mazeikiai Nafta, and the international airports.

Information Technologies

The Lithuanian Competition Council imposed a fine of 2.078 million litas ($502,000) on the fixed-line phone operator Lietuvos Telekomas (Lithuanian Telecom) for abusing its dominant position on the Internet telephone services market. 

Also Commission of Radio frequencies determined that Telekomas did not have right to increase underground communications rent fee for cable TV companies starting January 2002, and recommended Telekomas to cancel this decision. 
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