Mid October  - November 2002

Political News

On 21 November at the session of the North Atlantic Council in Prague, Secretary General of NATO, Lord Robertson announced that Heads of State and Government of NATO had invited Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovakia and Slovenia to start accession negotiations with the North Atlantic Treaty Organization. “This is a crucially important decision where consensus among Allies has emerged gradually over the last few months,” Lord Robertson stated in his Announcement on Enlargement.

This is a great day for Lithuania, said Lithuanian President Valdas Adamkus after hearing the historical statement of NATO Secretary General on inviting seven candidates of eastern Europe to join the 19-nation bloc. Speaking about the landmark event, towards which Lithuania had moved for almost a decade, Adamkus said: "I am happy that the aspiration which I uttered during my inauguration speech - to take Lithuania to NATO during my tenure - has come true".

Commenting on NATO decision to invite Lithuania to start the process of joining the alliance, Lithuanian Parliamentary Chairman Arturas Paulauskas told that the invitation to NATO gives "a feeling of pride." "I feel proud that Lithuania is accepted into the alliance of most democratic and strongest countries. This recognizes that Lithuania has a functioning market economy and democracy," said Paulauskas, adding the "the feeling of responsibility is replacing the feeling of pride." He expressed hope that Lithuania will maintain after 2004 the obligation to allocate 2 percent of the gross domestic product for defence purposes. Prime Minister Algirdas Brazauskas described the invitation to NATO as a "high evaluation of our country and its political maturity." He pointed out that the country's NATO membership will not only ensure safety but also give it a better standing, in addition to positive influence to economic development and investments. 

The road of Lithuania toward NATO since application in 1994 

Lithuania has walked a long way, which took more than 8 years, to hear the message of NATO on its new enlargement wave which will take in 7 new entrants, including Lithuania, at a Prague summit on November 21. Once nine main political parties of the country reached consensus on seeking membership in the western defence bloc, on 4 January 1994, then President Algirdas Brazauskas sent a letter to NATO Secretary General George Robertson to apply for admission of Lithuania to this organization. Later in the same year, the Baltic state acceded to the program Partnership for Peace and for the first time dispatched its servicemen to the NATO-led peacekeeping operation in Croatia. In 1996, the national parliament passed the law on national security fundamentals naming NATO membership as a key tool to ensure national security. In succeeding year, Vilnius set up the national mission at NATO. The US and three Baltic states signed a cooperation charter on 16 January 1998. The Seimas-adopted law (1999) on strategy for defence system's funding enshrined the increase of national defence spending up to 2 percent of GDP until 2001. On 23 April 1999, NATO summit in Washington approved the Membership Action Plan for Lithuania. In May of 2001, eleven parliamentary parties signed a deal on defence policy, which commits them to allocate 2 percent of GDP to defence in 2001-2004. In the same month foreign ministers of NATO-seeking nations sealed "Vilnius Declaration". On May 27 of the same year, Vilnius hosted a session of NATO Parliamentary Assembly, the first in the space of former eastern bloc.

Lithuanian President Valdas Adamkus awarded a large group of officials of the United States administration and Senate, ambassadors, NATO staff and representatives of non-governmental organizations with state orders. Adamkus said in a decree that the Grand Cross of Commander the Order of the Lithuanian Grand Duke Gediminas is awarded for their personal support to Lithuania's trans-Atlantic integration. On Nov 23, the Lithuanian president awarded the cross to U.S. Deputy Assistant Secretary of Defence Ian Brzezinski, U.S. Ambassador in Lithuania John F. Tefft, former U.S. ambassador at NATO Alexander Vershbow, NATO Secretary General's special adviser for Central and Eastern Europe Christopher Donnelly, founder of the U.S. Committee on NATO Julie Finley, Senior Adviser of the U.S. Senate Foreign Affairs Committee Michael H. Haltzel and U.S. Committee on NATO President Bruce Jackson and other officials. 

Liberals and Modern Christian Democrats consider merger. Liberal Union Chairman Eugenijus Gentvilas and Modern Christian Democrat Union Chairman Vytautas Bogusis signed a memorandum "On Common Activities in Concentrating Center-Right Parties" in Vilnius on 30 October. It calls for cooperation in Seimas, the formation of joint lists in local council elections slated for 22 December, and a possible merger. In Vilnius, Vilnius mayor Arturas Zuokas will head the joint list with Bogusis in the second slot. However, the two parties support different candidates for president with the Modern Christian Democrats backing incumbent Valdas Adamkus and the Liberal Union supporting its chairman, Gentvilas. The Modern Christian Democrats has three deputies in Seimas and is part of the United fraction with the Center Union and the Polish Electoral Action, while the Liberal Union has 23 deputies.

The board of the Liberal Union decided to expel parliament deputy Alvydas Medalinskas from its parliamentary faction on 30 October because he declared his support for Rolandas Paksas, the leader of the Liberal Democrats, as a presidential candidate rather than party Chairman Eugenijus Gentvilas. Medalinskas then announced that he was leaving the party and on 4 November joined the Liberal Democratic Party. 

Foreign Minister Antanas Valionis told Danish counterpart Per Stig Moeller and European Union Enlargement Commissioner Gunter Verheugen in Copenhagen on 16 October that Lithuania should be given specific dates, timetables, and action plans to follow that would ensure the country's full membership in the Schengen zone. Valionis stressed that Lithuania has worked to join the Schengen agreement throughout its membership negotiations with the EU. Valionis noted that Lithuania will evaluate Russia's suggestion of visa-free transit by high-speed trains to its Kaliningrad exclave only after it has joined the EU and has received assurances that implementing the proposal would not hinder its plans to join the Schengen treaty. He also mentioned the suggestion made by President Valdas Adamkus in Berlin on 10 October, that Lithuania should be admitted to the Schengen zone prior to gaining EU membership.

At a meeting of the EU Integration Commission of Government, Prime Minister Brazauskas instructed ministries and other public offices to work out specific proposals on how to erase the drawbacks identified by the European Commission's most recent progress report on Lithuania. Chief negotiator with the EU Petras Austrevicius noted that Lithuania will have to strengthen the professional skills of judges and prosecutors, continue anticorruption work, complete pension reform and privatization of the energy sector, reduce unemployment, and simplify company bankruptcy procedures.

After two days of talks in Vilnius, Foreign Ministry Consular Department Director Gediminas Siaudvytis and Belarus Deputy Foreign Minister Aleksandr Herasimenka initiated a new interim visa accord on 6 November. It was needed to replace the existing visa agreement after Lithuania announced in September that it was renouncing it because of agreed obligations to the EU for joining the organization's Schengen agreement. The accord provides for eased issuance of visas to carriers (international and passenger haulage), persons older than 70 years, disabled people, residents of border areas, and persons going to the other state to visit graves of their relatives or for treatment in sanatoriums and as well as participants of cultural and sporting events.

Cooperative Aura 2002 military exercise, a part of NATO's Partnership for Peace program,  has started in the Lithuanian capital Vilnius on October 21. The Lithuanian Defence Ministry has said that 50 officers from NATO and allies are involved in the exercises scheduled for October 21 through 25. The war games embrace officers and military personnel from 21 countries of Euro-Atlantic Partnership Council. The participants have experience in operation planning. Lithuania is represented by Defence Ministry officers and officials from the Interior Ministry. Aura 2002 is an exercise of headquarters procedures. This year Vilnius will host the exercises where the attention will be focused on political and military crises management. The exercises aim at giving possible NATO partners, including Lithuania, chances to join the procedures of NATO headquarters and crisis management also to prepare for participation in NATO crisis management exercises.

Lithuanian and U.S. officials signed an agreement on November 13 in Vilnius on purchasing anti-aircraft missile systems Stinger from the United States. Under the agreement, signed by Lithuanian Defence Minister Linas Linkevicius and U.S. Ambassador to Lithuania John F. Tefft, Lithuania acquired 60 missiles and 8 launching devices and will have to pay 31 million U.S. dollars for them during a period of three years.

Last December, the Lithuanian government spent 10 million U.S. dollars to purchase anti-tank middle-range missile systems Javelin manufactured by a joint venture of Raytheon and Lockheed-Martin.

A service center for ships of the joint Lithuanian, Latvian, and Estonian squadron BALTRON was opened in Klaipeda on 31 October. The center, for which Germany allocated 6 million euros ($5.95 million), received all necessary equipment and spare parts from Germany, while the Lithuanian Navy prepared the premises and appointed personnel, who received training from German specialists. The center is one of three BALTRON technical centers which will focus primarily on ship weaponry and deck equipment. The center in Latvia deals with the repairs of mine-searching equipment, and the one in Estonia with communications technical service.

Economy

Lithuania's gross domestic product grew by 6.6 percent in the third quarter of this year compared with the same period a year earlier, the Statistics Department announced on October 29. The country's GDP totalled 13.428 billion litas at current prices in July-to-September period, according to preliminary estimates. In the first nine months of this year, the country's GDP rose by 6.1 percent and amounted to 35.40 billion litas. In 2001, the GDP growth was 5.9 percent. The Finance Ministry forecasts that Lithuania's economy would grow by 5.1 percent this year.

The economic growth rate was 4.4 percent in the first quarter, and 6.9 percent in the second quarter. GDP growth in the fourth quarter is expected to decline since the GDP growth in the last quarter of 2001 was 9.6 percent.

The Lithuanian government has approved and presented an adjusted draft law on the 2003 budget to Seimas. The adjusted national budget revenues and expenditures are 11.091 billion litas and 12.390 billion litas , respectively

Lithuania witnessed a 14 percent growth of retail trade volumes up to 10.166 billion litas in three quarters of this year as compared to the same period in 2001, according to preliminary data, released by the Statistics Department. Last year the annual turnover of retailing enterprises hiked 7.4 percent to reach record 13.97 billion litas, the growth levels similar to those in EU countries.

Deputies from the agriculture committees of the Estonian, Latvian, and Lithuanian parliaments met in Vilnius on 6 and 7 November for the conference "Agriculture and the European Union". They adopted a joint declaration expressing their dissatisfaction with the EU proposals on direct payments to farmers and quotas for agricultural products. It stated that the transition period of lower payments to EU candidate country should be shifted to 2006 from 2013 and that the quotas for agricultural produce, particularly for crops, milk, and sugar.

Moody's, the international rating agency, has upgraded Lithuania's rating by three points in view of the country's economic progress and good chances of integrating into the EU. economic space in 2004, the Finance Ministry said on November 12. Lithuania's foreign currency debt rating has been raised from Ba1 to Baa1. The country's domestic currency rating stands at Baa1 as well.

Standard & Poor's issued a list of the 100 largest banks in terms of equity capital in 14 Central and Eastern European countries, ETA reported. The list included four banks from the Baltic states. Estonia's Hansapank and Uhispank were the 19th and 62nd largest, respectively. Latvia's Parex Bank was 64th and Lithuania's Vilniaus Bankas 85th.

Over 100,000 people in Lithuania currently use Vilniaus Bankas' online banking VB Linija, up 100 percent year-on-year. Vilniaus Bankas has announced that a quarter of the VB Linija users use its cellular banking system, called VB Linija.
The board of the Bank of Lithuania decided to repay the remaining balance on loans issued by the International Monetary Fund that amounted to 193.8 million litas ($55.4 million). The board felt it had sufficient foreign reserves to repay the loan, and could thus reduce its debt-servicing costs.

The board of Yukos-controlled Mazeikiai Oil decided to terminate its partnership with British BP Oil International on 1 November and to designate Yukos' partner, the Swiss-registered brokerage company Petroval, the distributor of the oil products refined and exported by sea by Mazeikiai Oil. The Mazeikiai Oil observer council also met in Vilnius that day and replaced board member Frank Rieger, Yukos's vice president for planning and management, with the managing director of the Yukos trading house, Vladislavas Paulius.

Prime Minister Brazauskas, former Latvian President Guntis Ulmanis, and Itera Latvia president Yuri Savicki participated in a ceremony in the resort town of Druskininkai marking the opening of a natural-gas pipeline from Belarus on 5 November. The opening, however, was only symbolic because the main was closed at the Lithuanian-Belarusian border due to suspended gas supply by Russia's Gazprom to the importer Itera over outstanding payments. The gas pipeline of 25 kilometres in length was built in six months using funds borrowed from Itera Latvia. This is first private gas pipeline in Lithuania. 

Representatives of the natural-gas utility Lietuvos Dujos (Lithuanian Gas), Polish oil and gas company PGNiG, and the Danish company DONG decided at a meeting in Vilnius to file a project with the European Commission on the linkup of the Polish and Lithuanian gas-pipeline networks with the EU's gas network. The linkup would end Lithuania's sole dependence on Russia's Gazprom for natural-gas supplies.

International Atomic Energy Agency released a report that put Lithuania's share of nuclear-generated electricity at 77.6 percent of the total 2001 national output. Nuclear plants produced 11.36 billion of the country's total, 14.64 billion kilowatt hours, the study found. Lithuania was followed by France (77.1 percent), Belgium (58 percent), Slovakia (53.4 percent), Ukraine (46.4 percent), Sweden (43.9 percent), Bulgaria (41.5 percent), South Korea (39.3 percent), Hungary (39.1 percent), and Slovenia (39 percent). In 2000, France was the leader with a 76.4 percent share and Lithuania second at 73.7 percent.

Public opinion pools

Lithuania's aspiration to join the EU is currently supported by 61.8 percent of the population, the best result ever. A public opinion survey by Vilmorus indicates the number of EU membership supporters has increased by 7.3 percent from 54.5 percent in October this year.

Privatisation 

The Government on 23 October formally named Russian gas giant Gazprom as the potential buyer of a 34 percent stake of Lietuvos Dujos set aside for sale to a gas provider. Prime Minister Brazauskas said the decision does not mean Lithuania has accepted Gazprom's preliminary offer for the shares, unofficially reported to be 80 million litas, but rather has cleared the way for further negotiations. Lithuania sold a 34 percent stake for the strategic investor to the consortium of German utilities Ruhrgas and E.ON Energie for 116 million litas in June. Brazauskas admitted the negotiations may take some time. 

Important Legal Acts

Seimas on 31 October approved a bill establishing a legal basis for the appointment of a permanent representative to the European Parliament. It provides for the parliamentary chancellor to appoint a representative for a three-year term on the recommendation of the parliamentary board and the consent of the foreign minister. Deputy Alvydas Medalinskas said Seimas still must allocate funds to maintain the representative's office, whose premises the European Parliament has already assigned. Parliamentary European Affairs Committee Chairman Vytenis Andriukaitis, who introduced the bill, said the most likely candidate for representative is Ruta Buneviciute, a senior adviser to his committee.

Seimas voted to adopt amendments to the laws on foreign currency and money that eliminate a provision defining the litas as the sole legal tender in Lithuania. Settlements in foreign currencies will also be allowed in non-cash transactions, and use of the euro will be permitted by mutual agreement for both cash and non-cash settlements. This is intended to ease transactions when banks are closed, for instance, and there is no place to exchange currency. Also permission from the Bank of Lithuania is no longer needed to open bank accounts abroad. 

Both natural persons and entities must inform the State Tax Inspectorate when they open or close overseas bank accounts. By the amendment to the Law on Money, the Seimas has also eliminated the requirement that the exchange of national currency for foreign currency be performed only by credit institutions registered with the Bank of Lithuania and licensed by it to engage in foreign exchange operations.

Amendments to the Law on Small and Medium Size Business Development were adopted.

The main purpose of the revised law is to harmonise Lithuanian statutory regulation of small and medium-size business development with the European Union legislation.

Major amendments are the following:

- Companies with up to 249 employees will be considered medium-size enterprises (under the current law, the equivalent number is up to 49).

- Companies with up to 49 employees will be considered small enterprises (under the current law, the equivalent number is up to 9).

- Companies with up to 9 employees will be considered microenterprises or sole proprietorships (under the current law, these are enterprises which employ only the owner and

his/her family members).

- No company will qualify as a medium-size (or small) enterprise if 1 or more of its authorised capital or voting rights belong to an entity or several entities that are neither medium-size nor small companies.

Information Technologies

President Adamkus told an information-technology conference on 21 October that while he is glad computer literacy in Lithuania is improving, there is a clear need to establish an institution to coordinate IT activities among state institutions. Petras Austrevicius, Lithuania's chief negotiator with the EU, noted that EU membership would open new opportunities to attract IT investments to Lithuania. 

Alna has installed a state-of-the-art HP data storage for the country's largest mobile phone operator Omnitel. The data storage bank was supplied and installed in less than three months. Alna's sales from the installation of data storage equipment were 3.4 million litas months. 

A group of Lithuania's cable TV companies are set to launch Internet telephony services in mid January next year and compete with Lietuvos Telekomas. United under the umbrella of Nacionalinis Telekomunikaciju Tinklas, the cable TV companies are planning to attract 50,000 users in 2003.

Comliet, the largest subsidiary of Lithuania's fixed-line telephony monopoly Lietuvos Telekomas has decided to set up a subsidiary in Kaliningrad. Comliet Kaliningrad will provide the services of design, construction and maintenance of fixed-line and mobile communications networks.

