Mid September  – mid October 2002

Political News

Lithuania and nine more countries will be ready for membership the European Union in the beginning of 2004, the European Commission announced on October 9. The document notes that Cyprus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia fulfill the political criteria and will have fulfilled the economic criteria within the timeframe foreseen for accession. In the EC's opinion, accession negotiations should be concluded with these countries by the end of this year with the aim to sign the Accession Treaty in spring 2003. EU membership is one of Lithuania's main political priorities and is supported by majority of the population and key political parties, both in the ruling coalition and opposition.

The U.S. House of Representatives passed resolutions on October 8 reaffirming continued American commitment to NATO, and supporting the candidacies of Estonia, Latvia and Lithuania to join the Alliance. 

U.S. Ambassador at NATO Nicholas Burns told after a meeting with Parliamentary Chairman Arturas Paulauskas in Vilnius that Lithuania is a serious candidate to join NATO, however, decisions on admission of candidates are yet to be made, "I told the prime minister as well as the chairman of the parliament that we believe that Lithuania is a serious candidate for admission to NATO at the Prague summit," he said at a press briefing. "We were very impressed by the seriousness by which Lithuania is approaching membership in NATO," he added at a news conference at the parliament. Burns visited Vilnius accompanied by a delegation of top-ranking diplomats and officials.

After months of intense but virtually unnoticed diplomacy, the NATO alliance is set to invite seven Eastern European countries to be new members, the biggest expansion in its 53-year history, The Washington Post reports in its Sept 26 edition. Invitations will be issued in November, at a summit in Prague, to Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovakia and Slovenia, according to U.S. and European officials, the Washington Post said.

The United States Undersecretary of Commerce for International Trade, Grant Aldonas visited Vilnius in October to discuss bilateral economic relations. He met with Lithuanian President Adamkus. The undersecretary of US Commerce Department conveyed a message of President George W. Bush that "US attaches a great importance to relations with Lithuania". Aldonas said Lithuania is a front-runner candidate for European Union membership and a reliable partner in Europe. Lithuanian President Valdas Adamkus reminded a member of the United States administration about the fact that Lithuania is waiting for the revision of the Washington-appointed macroeconomic status to recognize Lithuania as a country of market economy. 

German Frankfurt in Main city hosted the world's largest Frankfurt Book Fair, which for the first time gave the guest of honor role to Lithuania. At Frankfurt Book Fair Lithuania will be represented by 24 publishing-houses, of which 6 put their stands within the national stand that covers an area of 1,000 square meters. Lithuania has prepared a broad cultural program varying from literature readings, to cultural-public discussions, concerts and exhibitions. Lithuania came to be the 15th guest of honor at Frankfurt Book Fair. 

The Russian State Duma held hearings on the issue of Kaliningrad Region and international aspects of Russia's national security. Presidential envoy to the EU for Kaliningrad Dmitrii Rogozin repeated that Russia will not drop its demand on visa-free travel between Russia and the Kaliningrad. Rogozin called EU proposals offensive to Russia and said the only concession Russia is ready to make to the EU is to close its southern borders entirely in order to reduce illegal migration. Meanwhile, EU foreign ministers meeting in Brussels the same day continued to insist that Kaliningrad residents will need a special "travel pass" to cross EU territory after Lithuania and Poland join the EU. The foreign ministers took note of a Russian proposal for nonstop trains between Kaliningrad and Russia but said a feasibility study for such a project will be undertaken only after EU enlargement.

During the same hearings, some deputies called on the Duma not to ratify a border agreement with Lithuania if Vilnius continues to resist Russian demands for visa-free access to Kaliningrad. They also said that Russia should raise territorial issues concerning the area around the Lithuanian city of Klaipeda. Formerly a part of Germany, the area was designated an "international territory" following World War I and had a disputed status in the interwar period. The Soviet Union gave this territory to Lithuania following World War II, and the deputies argued that this decision should be reviewed. Speaking after the Duma session, Russian Ambassador Valentin Bogomazov stated that because the European Union is reluctant to meet Russian needs, Russia should make "extraordinary decisions" as far as Kaliningrad is concerned. 

EU also proposed so called air corridor – possibility to fly to Kaliningrad and back to mainland Russia by planes and reimburse 50% of the ticket costs, thus making trip cost close to train. Russia also rejected this proposal. 

Deputy Foreign Minister of Belorussia Aleksandr Herasimenka told that Lithuania's intention to introduce full-scale visa requirements for all Belarusian citizens is an unfriendly step. Last month Vilnius announced that as of 1 January it will cancel the temporary agreement it concluded with Minsk in 1994 on visa-free entry into Lithuania for Belarusian pensioners, residents of border areas, and trucker drivers. He added that Lithuania is being too hasty in introducing visa requirements for Belorussians, since accession to the European Union does not automatically imply accession to the Schengen Treaty. 

Prime Minister Brazauskas formed a working group, headed by Deputy Transportation and Communications Minister Valerijus Ponomariovas, to analyze the possibilities of transporting rocket fuel from the Kaliningrad to mainland Russia via Lithuania. Russia wants to ship 1,600 tons of the fuel through Lithuania by train.

Representatives of the Liberal Union and the Modern Christian Democrat Union decided to join forces for the upcoming local elections. The two right-of-center parties agreed that they would have only one list of candidates in the elections on 22 December. 

Members of the Liberal Union brought to the Chief Election Commission on 3 October a petition containing some 60,000 signatures calling for the gradual reduction of the tax rate on personal income from 33 percent to 24 percent. If the commission verifies that at least 50,000 of the signatures belong to Lithuanian citizens, parliament will have to consider a draft law on the tax cut. Liberal Union Chairman Eugenijus Gentvilas said his party took the initiative of gathering the signatures after Seimas rejected its proposal for the tax reduction. He claimed the tax cut would boost the income of citizens by 950 million litas and lead to a revival of the economy and a decrease in unemployment.

Gentvilas also plans to suggest amendments to the Constitution which would end the drafting of youth to serve in the armed forces. He noted that NATO Secretary-General George Robertson has urged NATO member and candidate countries to create professional armies. The country's armed forces now have about 13,000 servicemen of whom about 5,000 are draftees.

The World Economic Forum issued its annual Global Competitiveness Report, ranking 75 countries. Estonia and Latvia advanced from 29th to 27th and from 47th to 42nd, respectively, while Lithuania fell from 43rd to 49th. The report is based on interviews with 1,100 business leaders in 16 countries conducted in early 2002. Lithuanian economy experts disagreed with the lower ranking asserting that the country's competitiveness was growing due to productivity, decreasing costs, and increased exports.

Speaking in Vilnius on 23 September on the first day of the three-day seminar "Prospects and Alternatives of a New Nuclear Power Plant at Ignalina," Valdas Adamkus said that the experience of European countries and the United States has proved that nuclear-power plants are a reliable source of energy able to satisfy the demands of a rapidly growing economy. He affirmed that even though the reactors of the existing nuclear-power plant at Ignalina are scheduled to be closed in 2005 and 2009, Lithuania should consider building a new nuclear reactor at the site that meets modern technical and safety standards. This should be done after a realistic assessment of the present economic situation, financial capacity of the state, and possible involvement of foreign investors. The seminar, sponsored by NATO and the Lithuanian Energy Institute, was attended by nuclear-energy experts from the United States, Canada, Russia, Japan, and other countries. On 25 September representatives of Japanese and Canadian construction companies estimated that the cost of a new 1,000 MW reactor would be about $1 billion-1.3 billion.
Economy

Bank of Lithuania head Reinoldijus Sarkinas told a press conference in Vilnius on  October 2 that during a recent visit to Washington along with Finance Minister Dalia Grybauskaite he had meetings with IMF European Department Director John Odling-Smee and acting head of IMF mission in Lithuania Mohammad Shadman-Valavi. He said that Lithuania will fulfill its commitments to the IMF this year. Sarkinas also repeated his earlier forecasts that in 2002 GDP would grow by 5.5-6 percent and the current account deficit would be 5-6 percent of GDP.

Also Bank of Lithuania announced that the country's current account deficit in the first half of the year was 1.5 billion litas, or 45 percent greater than in the same period last year. This was primarily due to a 25.5 percent increase in the country's foreign trade deficit. The current account deficit represented 6.3 percent of the country's gross domestic product. 

Lithuania's gross domestic product grew by 5.7 percent in the first half of this year compared with the same period a year earlier, driven higher by rapid growth in the energy, construction and other sectors, the Statistics Department announced on September 30. The country's GDP totaled 23.9 billion litas at current prices in January-to-June period. The preliminary estimates showed that Lithuania's GDP would rise by 5.8 percent and amount to 23.773 billion litas in the first half of this year. The second-quarter GDP growth was in line with preliminary forecasts. It grew by 6.9 percent and amounted to 12.750 billion litas in January-June.

The Statistics Department announced on 30 September that foreign direct investments grew by 13.2 percent over the first half of 2002 and totaled 12.07 billion litas. The per capita FDI amounted to 3,478 litas. 

The government approved the state draft budget for 2003 on 25 September and submitted it to the Seimas. It foresees revenues of 10.95 billion litas and expenditures of 12.25 billion litas. The resulting budget deficit of 1.3 billion litas is about 2.4 percent of the projected gross domestic product (53.76 billion litas), which is projected to increase by 4.9 percent. 

Some 150 high level managers of Jukos subsidiaries attended an open session of the Jukos board in Vilnius on 28 September devoted to its international business projects. President Valdas Adamkus addressed the meeting and said that Lithuania is ready to cooperate with Jukos and he hopes the company's activities will be transparent and profitable. Jukos Chairman Mikhail Khodorkovski flew to Lithuania two days earlier and inspected the oil terminals at Butinge and Klaipeda. He visited the Mazeikiai oil refinery where he met with Prime Minister Algirdas Brazauskas. Khodorkovski said that he expects Mazeikiu Nafta to become a profitable company which will play an important role in helping Jukos expand its operations to the West. Jukos Vice President Mikhail Brudno predicted that in the future it will export about 45 million tons of oil per year to Europe and the capacities of the refinery and the oil terminals will be used to full capacity. 

Williams International Managing Director Randy Majors and Jukos Vice President Mikhail Brudno signed an agreement in Vilnius on 19 September finalizing the sale of Williams' 26.85% stake in Mazeikiai Oil to Jukos for $85 million. Jukos also paid Williams $75 million in order to assume a loan the latter gave Mazeikiai. Jukos now has a 53.7 percent stake in the company, while Lithuania controls 40.66 percent, and various minor shareholders own a total of 5.64 percent. Mazeikiai Oil shareholders are expected to appoint a new nine-member supervisory board, raising the number of Jukos representatives from three to six. 

Japan's International Cooperation Agency (JICA) signed a protocol with the Transportation Ministry and the Klaipeda port administration for the preparation of a study on the development of the Port of Klaipeda. The Japanese government has agreed to finance the funding of the JICA study from its technical-assistance program. 

Public opinion pools

According to opinion pool, carried out in beginning of September, number of supporters of ruling social democratic party decreased, but this party still remains the leader. Most likely this was caused that Brazauskas decided not participate in Presidential elections, while candidate chosen by his party, Andriukaitis can not enjoy similar popularity.  Without doubts the most popular candidate during elections will be Valdas Adamkus, currently he is followed by and Kazys Bobelis, Arturas Paulauskas and Rolandas Paksas. If elections would happen today, according to Vilmorus opinion pool, even Vytautas Serenas would receive more votes than Vytenis Andriukaitis. 

Valuation of Politicians

This list, as usual, is leaded by Adamkus, while Brazauskas, Paksas and Jursenas have lost some supporters. In brackets – last pool results. 


For which party you vote, if elections were next Sunday. 
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Confidence in Institutions
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Privatisation 

Government did not approve yet Russian Gasprom as a winner of Lithuanian Gas  privatisation tender, and expects to improve privatization conditions. Gasprom intends to buy 34% of Lithuanian  Gas shares and guarantee gas supply for next 10 years. 

State Property Fund plans to sell 81% of the company Klaipedos Transporto Laivynas and 66.6% of Lietuvos Juru Laivininkyste. However, small shareholders that have 20% of Lietuvos Juru Laivininkyste suggest to postpone privatization and wait until company will get financially stronger. 

Important Legal Acts

The parliament on 1 October passed amendments to articles 48 and 118 of Lithuania's Constitution which add the provisions of existing laws on the appointment of the prosecutor general and the functions of prosecutor's office to the Constitution. The amendments will go into effect only after at least two-thirds of the parliament approves them again after an interval of at least three months. 

By a vote of 65 to 21 with eight abstentions, parliament approved on 1 October sending up to 40 volunteer military personnel to serve in the U.S.-led Operation Enduring Peace in Afghanistan for six months. Many of the soldiers will be from the special Aitvaras unit, which has received training from the U.S. Green Berets. In proposing the mission in September, Defense Minister Linas Linkevicius said the troops would have a special intelligence mission in Afghanistan. They will help identify possible targets and possible threats in order to ensure the safety of other forces participating in the operation. The cost of the mission will be about 1 million litas, which will be covered from the Defense Ministry's budget. 

Also Seiams approved, through an urgency procedure, a resolution on sending four Lithuanian military doctors to a United Nations-led peacekeeping mission in Afghanistan. The UN forces are in charge of securing peace in Afghanistan's capital Kabul. The Lithuanian war doctors, who were selected from 30 candidates and trained in the Czech Republic for three months, will join the operation as part of a Czech military hospital.

The parliament approved a new citizenship law that will allow its nationals to retain Lithuanian citizenship even after acquiring the citizenship of another country. Under the previous law, Lithuanian citizens were automatically stripped of their citizenship when they became citizens of another country. The new law was proposed by the Liberal Union but also received support from the ruling coalition. The main motivation for the change is the emigration, mainly to the United States, over the last 10 years of some 200,000 Lithuanians. Liberal Union Chairman Eugenijus Gentvilas said that by depriving these people of citizenship we practically prevent them from ever returning to Lithuania. 

Seimas also rejected a popular initiative, supported by 50,000 signatures, calling for a reduction of the pension age to 55 years for women and 60 years for men. Under current law, women are eligible for retirement at age 60 and men at 62 ½ years of age.

The Government has decided to increase the basic pension from  142 lt to 147 lt from 1 September 2002. The basic pension is used to calculate additional pension for each retired or working person over the pension age.

Special Investigations Service Director Valentinas Junokas and United Nations Development Program (UNDP) Resident Representative in Lithuania Cihan Sultanoglu signed an agreement on a joint, two-year anticorruption project. The project's budget will exceed 300,000 litas. Two-thirds of it from the UNDP and one-third from the Lithuanian state budget. A roundtable will be held in December on transparency in financing political parties. Plans are also being made to launch a television program on combating corruption. A long-term education program for university-level students is being prepared to involve the younger generation in anticorruption initiatives. The project also calls for public-opinion polls and comprehensive studies of corruption. 

After a meeting with President Adamkus Agriculture Minister Jeronimas Kraujelis told reporters that the government intends to provide 40 million litas to farmers as compensation for losses suffered due to the summer drought. Liberal Union Chairman Eugenijus Gentvilas declared that the pledged compensation did not cover the true losses and recommended that local governments exempt drought-stricken farmers from paying land taxes this year.
Information Technologies

SIC Gallup Media announced the results of a survey which indicated that some 21 percent of the population used the Internet at least once in the period June-August 2002 while only 11 percent had done so in the same period last year. The 2002 percentage of internet users in Lithuania is greater than the 16 percent among Latvians, but lower than the 39 percent among Estonians.

Lithuania has got strong possibilities to attract to the U.S. companies' investments, and  information technologies may become one of the basic fields of the countries' bilateral cooperation, U.S. ambassador to Lithuania John F. Tefft said to reporters. A Lithuanian company creates software and sends it directly to Denver, Colorado via the Internet. Numerous insurance companies and lawyers use the software created by Lithuania specialists, Tefft told reporters. In ambassador's words, American market is well familiar with the work of Lithuanian laser specialists. "The medium-capacity lasers manufactured in Lithuania meet the highest standards and are well-known in American market. The biggest military laboratories, famous universities have obtained Lithuanian-made lasers," Tefft pointed out. The ambassador said that Lithuania's EU and NATO membership as well as the upcoming U.S. president's visit to Lithuania in fall later this year should arouse American businessmen's interest in Lithuania.

Lithuanian cable TV operators and ISP are setting up a new company to provide internet telephony services. This company is expected to become a serious competitor to Lithuanian telecom in fixed line communications sector. Vytautas Andriukaitis, representative of  cable TV operators, said a business plan for IP telephony project will be drafted by December. The investments into the project are 12 million litas. Initial tests have proven that all lines are functioning properly. 

Alna, one of Lithuania's leading information technologies groups, has signed a export contract with the U.S. software producer Bentley Systems, under which products made by Lithuanian programmers will be sold abroad under the Alna brand name. Under the contract with Bentley Systems, Alna will supply eight different products and their components. Later, newly developed products might be added to this list. The users of products developed by Alna include the ABB International Group, Transgrid, one of Australia's biggest electricity transmission companies, the U.S. pharmaceutical giant Pfizer, an Italian shipyard, the British Railways and other companies.
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