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Political News

Decision of Williams International shake political and economical life in Lithuania. This step was unexpected to ay of political parties, although there were news that Williams is experiencing serious financial difficulties in USA. Shares of Mazeikiai refinery and operations rights were given to Williams in 1999 by initiative of at that time ruling Conservative party, with a hope that Lithuanian energy sector will became less dependant on Russia, company will became profitable and capable to make high quality gasoline, and that investment of US company will facilitate country’s joining NATO. None of these expectations come true, and this Williams action badly hurt reputation of Conservative party and other right-wing parties, like Christian Democrats, who voted for signing agreements. Without any doubts, this situation will be exploited during presidential elections and add votes to Rolandas Paksas who did not sing agreement with Williams and resigned from position of Prime Minister. And probably this was the main reason why Andrius Kubilius, leader of Conservative party, decided not to participate in presidential elections. 

On June 12 Lithuanian government approved draft agreements with the Russian oil company Yukos and thus opened the way for the Russian company's investment into the Mazeikiai Refinary. However, nobody of Lithuanian government knew that Yukos and Williams by that time already had agreement to sell all Williams shares to Yukos. Even State Security Department was accused for being not able to find out such important information.

The U.S. administration has expressed regret over the decision of U.S. energy group Williams International to sell its share in Lithuania's Mazeikiu Nafta concern to Russia's Yukos, supporting mutually beneficial U.S. investment in the Baltic state, said Michael Boyle, attache of the U.S. Embassy in Vilnius. "We regret the decision by Williams. Our understanding is that it is connected to Williams domestic operations in the U.S.," Boyle said in comment of the planned deal between Williams and Yukos. "We continue to support the U.S. investment in Lithuania," he stressed. In Boyle's words, the press release issued by Lithuanian President Valdas Adamkus on Tuesday also stressed that Lithuanian-U.S. economic relations should be based on the many examples of mutual benefit brought by investment. Williams intends to sell its 26.85 percent stake in Mazeikiu Nafta for over 85 million U.S. dollars. Yukos currently owns 26.85 percent and the government holds 40.66 percent of shares in Mazeikiu Nafta.

Most likely Government will allow Yukos acquire shares and operation rights of Mazeikiai Refinery. It does not plan to buy part of Williams shares (as it was suggested by Conservative party) and may even offer Yukos to buy more shares, leaving itself only 10% that will be enough to keep ‘veto’ right. 

Some sources in Russia announced that Yukos will increase supply of crude oil from current 400.000 t/month to 600.000 t/month and will try to push Lukoil from this market. 

Mazeikiu Refinary still suffers losses and announced a loss of 136 million litas in the first half of the year. 

President Valdas Adamkus announced that he will participate in presidential election for second cadency. Without any doubts he will have best chances to win elections, especially after Algimantas Brazauskas decided not take part in elections and remain in the position of Prime Minister. Social-Democratic party choose another candidate, Vytenis Andriukaitis, who does not have such public support as Brazauskas and most likely will not be able to compete with Adamkus. 

Special representative of Russian President on Kaliningrad, Dmitri Rogozin, told journalists that Russia may attempt to block Lithuania's entry into the European Union by not ratifying a bilateral agreement on border delineation. This would make it impossible for Vilnius to comply with a European Union requirement that members have no outstanding border disputes. Rogozin added that he hopes that Lithuania will agree to a compromise that will allow Russians free access to Kaliningrad. Lithuania made a proposal to Kaliningrad Region Governor Vladimir Yegorov that special magnetic identification cards could issued to the Kaliningrad region residents that would serve as a simplified visa document. Rogozin said that no foreign official should interfere with the right of Russian citizens to travel from one Russian region to another. That sounded quite strange, as just recently Yegorov said that Adamkus' suggestion of issuing identification cards could be acceptable solution and noted that it should not be very difficult to issue ID cards to the 1 million Kaliningrad residents, as well as to other Russian citizens, wishing to travel to the region. Also Yegorov told the President Adamkus he has received a full guarantee from Russia's LUKoil that the planned exploitation of the D-6 oil field 22 kilometers off the Curonian Spit and five kilometers from the Lithuanian sea border will not threaten the environment and that oil extraction will not begin until next year. Yegorov also told Adamkus that water-treatment facilities are being constructed at the cellulose factory in Neman to treat polluted water now being discharged to the Nemunas River. 

President Adamkus appointed parliamentary Foreign Affairs Committee Chairman Gediminas Kirkilas as his representative for resolving transportation issues concerning Kaliningrad Region. It seems likely that the selection of Kirkilas, who is a deputy chairman of the Lithuanian Social Democratic Party, was probably prompted by the decision of Russian President Vladimir Putin to appoint State Duma Foreign Affairs Committee Chairman Dmitrii Rogozin as his special representative for Kaliningrad.

During meeting in Palanga Russian Defense Minister Sergei Ivanov told Lithuanian Defense Minister Linas Linkevicius that Russia is satisfied with current conditions for military transit to and from Kaliningrad Oblast via Lithuania. The two ministers agreed to form a group of Russian and Lithuanian experts to investigate the possibilities of transporting 1,600 tons of spent liquid missile fuel from Kaliningrad to plants in Russia for reprocessing. They also discussed the idea of installing a hot line between the Lithuanian Air Force and Russian air bases in Kaliningrad to exchange information about flights over the border zone. Linkevicius invited Russian officers to attend the Amber Hope 2003 exercises that will be held next year in Lithuania as part of NATO's Partnership for Peace. After the meeting, Ivanov told reporters the discussions were very open and that the close dialogue was much better than with the other Baltic states.

Presidents Aleksander Kwasniewski, Arnold Ruutel, Vaira Vike-Freiberga, and Valdas Adamkus held talks in Palanga, Lithuania, on 2 August on European Union and NATO enlargement, as well as on increased mutual cooperation. Kwasniewski spoke about his recent meeting with U.S. President George W. Bush and said he is sure that the Baltic states will receive invitations to join NATO at the alliance's Prague summit in November. The participants expressed support for Kwasniewski's proposal to form a new association combining the "Vilnius 10" countries seeking NATO membership and the three Visegrad countries (Poland, Hungary, and the Czech Republic) that are already NATO members. Kwasniewski invited them to discuss the association's formation at the beginning of next year in Warsaw. Also some not firm information appeared that USA President Bush may visit Vilnius this autumn right after NATO summit in Prague. 

U.S. Congressman Elton Gallegly, chairman of the House Subcommittee on Europe of the Committee on International Relations, visited Lithuania on 6-11 August. He told Prime Minister Algirdas Brazauskas that he is impressed by the country's work to join NATO and is satisfied with its contribution in the fight against international terrorism. Gallegly said he sees no reason why Lithuania would not receive an invitation to join NATO at the Prague summit in November. He also held meetings with Foreign Minister Antanas Valionis and Defense Minister Linas Linkevicius.

Having closed 28 out of 31 negotiating chapters, Lithuania has reached the final stage in EU membership talks. Officials of the European Commission, European Union (EU) member states and Lithuanian institutions concluded at a meeting in Brussels that Lithuania's preparation for membership in the Union is successful. The country is still to conclude the talks on agriculture and financial and budgetary provisions, by the end of 2002, which is the planned deadline for finishing the talks.

The founding congress of Lithuania's Polish People's Party was held in Vilnius on 27 July. The congress was attended by 85 delegates, who elected former Vilnius region official Antonina Poltaviec to head the party, Former parliamentary deputy and head of the Lithuanian Polish Union Maciejkianiec criticized the existing Polish Election Action, which has deputies in the parliament and local councils, for not preparing a development program for the Vilnius district, where the majority of Lithuania's Poles live. The new party plans to participate in local council elections on 22 December with a program calling for accelerating the economic development of the Vilnius district and a special emphasis on property restitution, regional policy, education, and youth programs. 

Relying on the results of an investigation by a special commission, Health Minister Romualdas Dobrovolskis fired the head of the State Medicine Control Service, Vytautas Budnikas for violating the law on public and private interests. Although the commission did not confirm that he had met secretly with Russian pharmaceuticals magnate Vladimir Bryntsalov, it concluded that his vacations in Norway and the Astrakhan region of Russia appeared to have been partially financed by foreign pharmaceutical companies. In addition, the commission determined that he had illegally used a state car and driver to return to Vilnius from Riga. Budnikas said that he will regain his job by bringing suit against the government in the courts. 

Economy

The Statistics Department announced on 9 August that in the first half of the year, imports amounted to 13.4 billion litas, or 11.5 percent more than in the same period last year, while exports were 9.33 billion litas, or 3.3 percent greater. The leading import countries were Russia (21.7 percent), Germany (17.5 percent), Poland (4.7 percent), and Italy (4.5 percent), while the export countries were Great Britain (15.8 percent), Russia (13.5 percent), Germany (10.7 percent), and Latvia (9.1 percent).

Gross domestic product (GDP) in the second quarter of the year was 12.6 billion litas, or 6.9 percent more than in the same period last year. Per-capita GDP rose to 3,628 litas. The GDP of 23.8 billion litas in the first half of the year represented an increase of 5.8 percent. 

The flow of railroad cargo in the first half of 2002 increased to 17.2 million tons, or 20.2 percent more than in the same period last year. The turnover of cargo in the port of Klaipeda grew by 2.2 percent to 11.8 million tons; air cargo rose by 0.1 percent to 1,576 tons; and the number of air passengers increased by 1.7 percent to 169,800.

The Finance Ministry announced that in the first seven months of the year, the central government collected 5.71 billion litas or 6 percent more than planned. Revenues in July were 11 percent less than planned primarily due to shortfalls in value-added taxes (VAT), which from 1 July were no longer paid in advance but collected only after the delivery of goods from producers or even later.

The State Social Insurance Fund announced that it had a small budget surplus for the first time this year as its seven-month revenues of 2.58 billion litas exceeded expenditures by 26.6 million litas. Sodra officials said the surplus reflected the better general economic situation of the country and newly adopted legislation on increasing the age for pension eligibility and maternity benefits.

The Bank of Lithuania announced on 12 July that the country's current-account deficit in the first five months of the year was 1.2 billion litas, or 22.4 percent greater than in the same period last year. The deficit in May of 374.8 million litas was, however, 48 million litas less than in April due to a decline in the foreign-trade deficit and increases in the services and current-transfers balances. While the current-account deficit last year was 2.29 billion litas, or around 4.8 percent of the state's gross domestic product, this year's deficit is likely to rise to about 6.6 percent of the GDP.

In the first seven months of the year Lithuanian Energy exported 3.85 billion kilowatt-hours of electricity, or more than four times greater than the 902 million kWh exported in the same period last year. The increase is in great part due to the introduction of electricity export to Kaliningrad and Poland. Lithuanian Energy expects to sell 250 million kilowatt-hours of electricity to Poland per year.   Standard and Poor's has revised its outlook on the ratings on Lithuania's power transmission company Lithuanian Energy to stable, reflecting a successfully completed company restructuring and improved regulatory transparency.
World Bank Director for the Baltic Countries and Poland Michael Carter and Lithuanian Finance Minister Dalia Grybauskaite signed a loan agreement to finance a program for the restructuring and renewal of Lithuania's educational institutions. The 29 million euro loan should be repaid in 17 years, with repayment postponed for the first five years. The Lithuanian state budget will also provide 11.76 million euros and local governments 8.46 million euros for the program. Since 1992, the World Bank has granted Lithuania a total of 490.8 million in loans for 19 projects.

Lithuanian negotiators opened formal discussions in Brussels in July on specific European Union commitments concerning financial assistance for the closure of the Ignalina nuclear-power plant. Deputy Economy Minister Arturas Dainius, said talks were on Lithuania's estimate that the closure will cost 2.4 billion euros. He said Vilnius will provide additional, more-detailed information for the next round of consultations in September. Lithuania agreed to close the plant's second reactor by 2009 in return for sufficient financial support from the EU. National Energy Strategy was changed accordingly and now it is passed to Seimas fors discussions and ratification. 

The Environment Ministry will announce a tender later in the month for the construction of a biological-wastewater cleaning facility for Kaunas, estimated to cost 110 million litas. The European Commission has promised to provide 55 million litas, Lithuania 22.4 million litas, with the remainder to be borrowed from the European Bank for Reconstruction and Development. Kaunas is the only major Lithuanian city where wastewater is not properly treated. 

Port authorities announced that in January-July 2002, Klaipeda handled 11.18 million tons of cargo, or 7.1 percent more than in same period last year. Excluding oil products, the freight volume decreased by 1.4 percent to 6.93 million tons.  . 

Ministry of Transportation and Klaipeda Port Authority  plans to prepare port development study with assistance of Japanese agency of International Cooperation JICA.

Group of JICA specialists, after signing the agreement with Ministry of Transportation will work for 16 months in order to prepare Klaipeda port development plan until year 2025.  

 

2 years ago Ministry has addressed Japanese Government for technical assistance, and it was granted. Leader of JICA group, Mr. Eiji Naruse believes that in 3 months after signing of the agreement they will be able to start work. 
Main goal of the study will be to analyze importance of Klaipeda port for Lithuanian economy and prepare general plan for port development for period up to year 2025.

General Director of Klaipeda port authority Mr. Sigitas Dobilinskas thinks that assistance of Japanese specialists will be very valuable, as it is necessary to determine strategical development and vision of the port, especially taking into account that reconstruction of quays is being finished and there are discussions going about deep-water Klaipeda port future. 

Study should give prognosis of cargo and passenger loads, based on industrial development in Lithuania and abroad, and also should evaluate prospective of Sventoji port.
Privatisation 

The State Property Fund and municipal governments raised a total of 271 million litas  from privatisation in the first seven months of the year, BNS reported. The SPF sold 311 state-owned entities for 240 million litas and the local governments 212 for 30.9 million litas. The major sales were 116 million litas for Lithuanian Gas and 71 million litas for the Lithuanian Agricultural Bank. 

The Government decided to place the four state-owned alcoholic-beverage producers on the privatisation list. The state currently owns 92 percent of Stumbras, 84 percent of Alita, 82 percent of Vilniaus degtine, and 73 percent of Anyksciu vynas. The stakes are to be sold before the abolition of the state's monopoly on the production of strong alcoholic beverages scheduled for 1 July 2003. 

The number of investors interested in participating in the privatization of Kaunas Electrical Power Plant has decreased from eight to three: Finland's Fortum Oy; a German consortium of Verbundnetz Gas and Stadtwerke Leipzig; and a consortium of Russia's Gazprom, its local Lithuanian partner Dujotekana, and the U.S.-based Clement Power Venture. The plant, whose balance-sheet value is more than 100 million litas is expected to be sold this year. It is controlled by Kaunas Energy, 85 percent of whose shares are owned by the Kaunas municipality.  The board of Kaunas Energy expressed its initial preference for the offer of 116.5 million litas by the consortium of Russia's Gazprom, its local Lithuanian partner Dujotekana, and the U.S.-based Clement Power Venture Inc. The consortium also offered 400 million litas of investments and pledged not to raise heating prices for five years. Finland's Fortum Power and Heat Oy had offered a 115 million-litas bid. 

Deputy Economy Minister Nerijus Eidukevicius announced that the Russian natural-gas giant Gazprom has submitted a revised application for the purchase of the 34 percent share in the natural-gas utility Lithuanian Gas. The main change was the omission of its local strategic partner, Dujotekana, which had been mentioned in the original application as a possible purchaser of a 9 percent share. The utility privatization commission, headed by Eidukevicius, examined the new application and accepted it as fulfilling all requirements, the most important of which was to guarantee natural-gas supplies for at least 10 years. Gazprom is expected to submit a preliminary offer by 10-11 September and a final offer by 11-12 November. 

After a meeting with Prime Minister Brazauskas, State Security Department Director Mecys Laurinkus told a press conference on 9 August that the privatization process in Lithuania is "more or less transparent" because "illegally obtained money" did not get into the privatization market, despite numerous attempts. He specifically noted that the criminal underworld had been kept out of efforts to privatize several strategic objects in the port city of Klaipeda. 

Important Legal Acts

On 21 July, President Adamkus refused to sign and sent back to parliament with suggested changes, three recently passed bills. Two of the bills deal with the controversial issue of the rights of the former owners and current tenants of houses or apartments and the third with the law on financial institutions. Adamkus proposed that the dates when the first two bills will go into effect be postponed from 1 September and 1 November 2002 to 1 April 2003 to give the Constitutional Court sufficient time to rule on the legality of the restitution law. 

Information Technologies

The Communications Regulatory Authority decided on not to approve the planned increase by Lithuanian Telecom of about 11/2 times from 1 September in the telephone rates of calls from its fixed-line network to mobile telephones. Authority head Tomas Barakauskas said that the new rates should not go above the ceiling of 0.4 litas set by the government for long-distance calls.  Despite of this Authority efforts, Telecom already introduced new rates. 

The software piracy rate in Lithuania declined by 20 percentage points in 2001 compared to  2000 according to a global study carried out by the International Planning and Research Corporation. 

The Lithuanian IT company Blue Bridge has become an authorized representative of the U.S.-based Cisco Systems, the world's leading producer of networking equipment. The agreement with Cisco Systems provides Blue Bridge a possibility to buy the U.S. company's products directly from the producer rather than from wholesalers.
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