March – mid May 2003

Political News

Representatives of the 19 NATO member states on 26 March signed accession protocols for the seven states that received invitations for NATO membership at the alliance's Prague summit in November. The Protocols of Accession are amendments to the North Atlantic Treaty, NATO's founding document. The protocols, once ratified by the 19 member states, will permit Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovakia, and Slovenia to become parties to the treaty and members of the alliance. NATO Secretary-General Lord George Robertson reminded the countries to pursue reform programs to ensure that they can make a meaningful contribution to the alliance. 

Lithuanian Foreign Minister Antanas Valionis expressed hope that the process of ratifying the NATO protocols in the parliament of member states will be smooth.

Ambassador to NATO Ginte Damusis presented Lithuania's position on the issue of Iraq to the ambassadors of the Euro-Atlantic Partnership Council countries in Brussels. She said that Lithuania viewed military actions as the last resort in settling conflicts, but Lithuania declares its readiness to contribute politically and with other limited means to the actions of the international coalition targeted at Iraqi disarmament.

Following the vote in the National Defense Council, President Paksas wrote a letter responding to U.S. President George W. Bush that Lithuania was prepared to contribute to the American effort to disarm Iraq. He noted that the assistance would not be military but humanitarian to ease the suffering of the people by providing medical assistance and food. Earlier Paksas had received a letter from Bush thanking Lithuania for its support in the fight against international terrorism. 

Three Lithuanian military physicians left for the Persian Gulf region on April 9 to join an international humanitarian mission there. The task of Lithuanian war doctors - an orthopedist, an oculist, general practitioner and an assistant - will be to treat persons who injured during the military campaign in Iraq. Lithuania has been sending its military physicians to international peace operations since 1995. Among participants of the missions are 29 doctors including four women.
Rolandas Paksas asked Seimas on 13 March to approve participation in the EU-led international peacekeeping mission in Macedonia. The proposal came in response to the invitation Lithuania received from the European Union to take part in the first mission the EU will be taking over from NATO in late March. Lithuania will probably send a staff officer and a specialist in logistics to Macedonia. The Defense Ministry would provide 34,000 litas to fund the mission from April to October.

Deputies from the Liberal Union, Modern Christian Democratic Union, Homeland Union (Conservatives of Lithuania), Union of Lithuanian Prisoners and Political Deportees, and Polish Election Action signed an agreement on 27 March on forming a coalition in the Vilnius City Council. In the December elections, the parties took 30 seats in the 51-member council, two more than they had in the previous council. 

However, almost last day Polish Election Action informed that they will not vote for Arturas Zokas, former mayor of Vilnius, because ruling Sociademocratic party in exchange for support of their candidate, Gediminas Pavirzis, offered to give some positions to members of their party and to introduce laws favourable to Polish minority (as possibility to use Polish language in districts with Polish majority, establish Polish faculties in some high schools). 

The council held its first meeting on 9 April. The new left-wing coalition in the local council of Vilnius has appointed Social Democrat Gediminas Pavirzis, the former Vilnius region administrator, as the new mayor. The new Vilnius authorities have promised to continue the city development projects launched by the former Liberal-led council. However, this change caused meetings in support of Zokas, also Liberal party said they will try to cancel voting, as several people at the council did not have right to vote according to the decision of Constitutional Court 
In Kaunas on 22 March, a congress of the Liberal Union approved the party's merger with the Center Union and the Modern Christian Democratic Union. The three parties formed a joint 25-member faction in Seimas earlier. The congress choose Arturas Zuokas as its candidate to head the new party. Former President Valdas Adamkus told the congress that so far only leftist parties have succeeded in strengthening their power by uniting and that Lithuania needs a strong, new, right-of-center political party that he hopes this merger will provide.

Their Seimas fraction is headed by Liberal Eligijus Masiulis, and has 25 members: 20 Liberals, three Centrists, and two Modern Christian Democrats. Center Union Chairman Kestutis Glaveckas and Liberals Klemensas Rimselis, Raimundas Palaitis, and Raimundas Sukys were appointed as his deputies. The two deputies from the Polish Election Action, Valdemaras Tomasevskis and Janas Mincevicius, who belonged to the previous faction with the Center Union and the Modern Christian Democratic Union have been invited to join the group.

Presidential foreign policy adviser Alvydas Medalinskas traveled to Moscow on 27 March in an effort to clear up disagreements with Russia over the signing of a readmission treaty and the ratification by the Russian Duma of the Lithuanian-Russian border treaty signed in 1997. He held talks with Russian presidential adviser Sergei Prikhodko, presidential representative for Kaliningrad Dmitrii Rogozin, Federation Council International Affairs Committee Chairman Mikhail Margelov, and Foreign Ministry diplomats. Medalinskas expressed the hope that the border treaty would be ratified in May.

Homeland Union Chairman Vytautas Landsbergis told a press conference that the government should require visas from Russian citizens traveling between Russia and the Kaliningrad Region via Lithuania after 1 July if Russia has not signed a treaty on readmission and ratified the state border treaty. 

President Paksas officially presented his main presidential advisors. Seimas deputies Alvydas Medalinskas and Dalia Kutraitiene-Giedraitiene resigned from the Seimas to become advisors for foreign affairs and social matters, respectively. Other members of the presidential team include former pilot and head of election campaign Gintaras Surkus. A businessman from Raseiniai, Remigijus Acas, will serve as the national security advisor; Lithuanian Law Academy professor Ona Buisiene will advise the president on legal issues; and former Secretary of the State Gambling Supervision Commission Jonas Ragauskaswill be the advisor on economic issues. Paksas also named a large number of public consultants. Juozas Petraitis, lithuanian-australian businessman, who earlier was named as a candidate for position of adviser for international  investments, was not confirmed for this position.

Juozas Olekas, upon his return to the post of health minister that he held in 1990-92, pledged to seek higher salaries for medical workers. He said the ministry could use World Bank funds to improve primary medical facilities in rural areas. In an effort to end the system of "gifts," he called for raising the wages of doctors and other medical personnel. Olekas affirmed that the system of deciding which medicines will be compensated by the state must be made clearer and their prices cannot be higher than in the rest of Europe. 

Rumors about President Paksas's association with Lena Lolisvili, a self-proclaimed faith healer are continuing. Paksas credited Lolisvili with curing him of a serious illness in 1995. Critics have charged that political appointees in the Paksas administration have been vetted by Lolisvili. Through his spokesman, Paksas has denied these charges and asserted that his relationship with Lolisvili is a private matter. Archbishop of Kaunas Sigitas Tamkevicius joined an earlier statement by Lithuanian Cardinal Audrys Backis in cautioning Lithuania's population, particularly the country's Catholics, from believing in "false prophets".

Economy

The Lithuanian gross domestic product grew 6.7 percent in previous year, according to information released by the Statistics Department on March 31. Lithuania thus led in the Baltics in terms of GDP, since Latvia announced a 6.1 percent increase, and Estonia had a 5.8 percent growth last year. The general domestic product of the country last year made 50.8 billion litas at comparative prices.

In 2001, GDP growth was as high as 6.5 percent in Lithuania, 7.7 percent - in Latvia, and 5 percent - in Estonia. 

Lithuania's Finance Ministry has released preliminary figures showing that the state budget revenues in the first quarter were 2.161 billion litas. The revenues were 64.4 million litas larger as compared with the same period last year, but were below the first-quarter target of LTL 2.21 billion. Confederation of Industrialists say this is a result of wrong taxation policy, as there is no other explanation why with growing economy collection of taxes is decreasing. According to them, it means that companies started to move back to ‘grey economy’, as tax burden became to heavy.
The Bank of Lithuania announced in  March that the country had a 232 million-litas current account surplus in January. The surplus was primarily due to a much smaller foreign trade deficit because compared to January 2002 exports grew by 38.8 percent and imports by only 7.1 percent. Exports rose as a result of increased volume of mineral products and overhauled ships export. In Jan - Feb 2003 exports totaled to 3708.1 million litas, imports – 4154.6 million litas, and national foreign trade deficit was 446.5 million litas. 

Lithuania will have to borrow additional LTL 600 million next year in order to balance its national budget. The country will have to pay its European Union membership fee immediately, while the main flows of financial aid from the EU will reach Lithuania only in 2005, the finance minister said. 

Inflation of 0.3 percent was registered in Lithuania in March. As compared with March 2002, consumer prices in the country have dropped by 1.1 percent. Last month's inflation was caused mainly by an increase in the prices of foodstuffs and non-alcoholic beverages.

In February the costs of goods fell by 0.4 percent while those of services rose by 0.2 percent. 

In the first quarter of the year, Lithuanian budget tax revenues from gambling businesses came to LTL 1.5 million. Last year, tax revenues from gambling amounted to nearly LTL 2.6 million. This year's tax contributions are expected to reach LTL 8 million.

The Labor Office announced in March that at the beginning of the month there were 196,400 officially registered unemployed people in the country or an unemployment rate of 12.1 percent. At the same period of 2002  unemployment was 13.2 percent. 

President Rolandas Paksas has said that the government's measures to reduce unemployment have been inadequate. At a meeting with Cabinet ministers, Paksas urged state institutions to join their efforts in implementing the government's employment programme for 2001-2004 more efficiently.  

The European Bank for Reconstruction and Development has proposed to Lithuania co-financing environmental and transport projects. The Finance Ministry, which is in charge of coordinating allocations of European Union financial assistance, has admitted that it is interested in the proposal. 
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Lithuania's Free Market Institute has decided to quit the Sunrise business environment improvement initiative because, as it stated, its proposals are ignored by the Government. 
The Lithuanian government will request the President to present the bilateral 2002 SAPARD agreement with the EU to Seimas for ratification. Once ratified, the agreement would entitle Lithuania to financial assistance of up to EUR 31.8 million this year.

In 1998-2001, foreign investors into state-owned entities invested EUR 96.8 million or twice the amount they had pledged to invest and the number of jobs they retained exceeded the expected level by 2,500 jobs, according to the report of the State Property Fund. The State Property Fund monitored the implementation of 641 privatisation deals signed between 1998 and 2002. Buyers of Lithuanian state-ownned companies had been obliged to retain 16,000 jobs but actually 18,500 jobs were retained. Additional jobs were created at the national gas company Lietuvos Dujos, shipper Lisco Baltic Service and some other companies. 

Lithuania's Ambassador to the United States Vygaudas Usackas announced on 4 March that U.S. Commerce Department Assistant Secretary for Import Administration Faryar Shirzad signed a memorandum recognizing Lithuania as a functioning market economy. Lithuania learned in the spring of 2002 that the United States did not consider the country as a market economy when the U.S. International Trade Commission launched an antidumping probe. The U.S. investigation of the actions of the Lithuanian nitrogen-fertilizer producer Achema was later called off when it was determined that the company accounted for less than 3 percent of such imports to the United States. Repeated requests by former President Valdas Adamkus, Prime Minister Brazauskas, and Foreign Minister Antanas Valionis to change the non market-economy status designation failed to speed up the Commerce Department's deliberations on the issue that began on 10 September.
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The Swedish investment fund Swedfund is prepared to invest LTL 1.85-18.5 million in every Lithuanian venture with Swedish capital. The fund is ready to make investments in all the sectors except the manufacturing weapons, tobacco and alcohol.

Agreements for funding three new environmental projects worth 24.3 million euros ($24.5 million) in Mazeikiai, Kedainiai, and Radviliskis were signed at the Finance Ministry on 17 March. The European ISPA (Instrument for Structural Polices for Pre-Accession) agreed to provide 14.9 million euros (61.3 percent) for the projects which will construct or repair water cleaning facilities in the towns. The state budget will provide 4.86 million euros (20 percent) and local authorities the remaining 4.54 million euros.  
Ireland has officially stated that it will completely open its labour market for the future EU members from May 1, 2004. Lithuanian citizens will also be able to find employment without any restrictions in Denmark, Great Britain, the Netherlands and Sweden after joining the EU in 2004.  [image: image3.png]



Life in Vilnius is becoming more expensive at a faster rate than in Riga or Tallinn, according to a survey by the Baltic business dailies. The Lithuanian capital is thus catching up with the other Baltic capitals in terms of living costs. 

The international rating agency Moody’s has raised the outlook on Lithuania’s foreign currency rating from stable to positive. “This action reflects Lithuania’s enhanced fiscal consolidation and stronger economic performance”, said Moody’s in a statement, reported by the Lithuanian Development Agency on March 31. Moody’s pointed out that Lithuania’s general government deficit has been declining since 2001 and was in 2002 even lower than planned. It also noted that Lithuania’s enhanced business environment has contributed to stronger than expected growth which is likely to be sustained in the medium term. In November 2002, Moody’s upgraded Lithuania’s foreign currency rating from Ba1 to Baa1. Two other international rating agencies have also raised Lithuania’s credit ratings. Fitch upgraded the country’s long-term foreign currency rating from BBB- to BBB in December 2002, whereas Standard and Poor’s upgraded the long-term currency rating to BBB+ from BBB in February 2003.
Among the favorable statistics mentioned were economic-growth rates of 5.9 percent in both 2001 and 2002 despite the global economic downturn, as well as Lithuania's good prospects for keeping its national debt at about 23 percent of GDP.

Mazeikiai Nafta, the oil complex operated by Russia's oil company Yukos, reported on 28 March an audited loss of 158 million litas for 2002 using Lithuanian auditing standards. This was a 41 % better result as compared with losses in  2001. Using U.S. Generally Accepted Accounting Principles (GAAP), the deficit was 114 million litas, representing a decline of 57.8 percent from 2001.

A feasibility study ordered by the Interior Ministry is being conducted by a consortium of five German, Danish and Italian companies for the establishment of a logistics centre in the Klaipeda. The logistics centre is to be established at the Klaipeda free economic zone with funding from the EU. 

Privatisation 

The Government decided to accept the recommendation of the economy minister to revise the privatization program for selling a 34 percent stake in Lithuanian Gas by giving Russia's Gazprom an extension until 11 April to present its final offer for the shares. Gazprom has offered 80 million litas while Lithuania wants to get at least 116 million litas. 

The Lithuanian Commission for the Privatisation has approved an Austrian bank as adviser of the country's eastern and western electric power network. The selected bank, CA IB Corporate Finance Beratungs, was named as the adviser after analysing several bids. 

An investment of over USD 20 million by an Asian company into plastics manufacturing is expected to reach the Lithuanian Klaipeda seaport soon. The Lithuanian Development Agency says other regions of the country are also attracting increasingly more attention from foreign investors. 

Consortium led by Russian Gazprom has bought Lithuanian Kaunas Thermal Power Station. 

Consortium is comprised by "Gazprom", Lithuanian company "Dujotekana" and US company "Clement Power Venture". Now they have 99%, 0.5% and 0.5% of Kaunas power station shares correspondingly, but in year 2004 this proportion is planed to change to 51%, 24% and 25%. 

New owners will pay 90 million litas immediately after signature of the agreement, and 26.5 million litas - until end of year 2003. Financial partners of this business deal are Russian "Gazprombank" and Latvian "Parex" bank, also involvement of EBRD is possible. 

New owners obligated to invest 135 million litas until January 1, 2006. Using this money, two new 40 MW gas turbines have to be installed in Kaunas Thermal Power Station. It is expected that electricity generated by this power station will be used for Lithuania needs.

Also in 3 months after signature of the agreement "Gasprom" must present investment plan for next 15 years for 265 million litas. In this investment stage direct involvement of EBRD is expected. Further investments will depend on terms of closing Ignalina nuclear power station, situation of electricity market in Lithuania, EU and Kaliningrad.

Public opinion pools

Referendum for joining EU would be successful, if it is were held now. As showed public opinion pool, 55% of questioned people said they come to referendum, and 20.7% said most likely they will come. 14.6% said they do not know if they come, 5.4% - most likely will not come, and only 4.3% said they will not come to vote for sure.  Most of people that said they come to referendum, also said they would vote for joining EU,

Important Legal Acts

By a vote of 59 to 13 with two abstentions, Seimas passed a resolution on 25 March authorizing the deployment of up to 10 logistic specialists and six military doctors to facilitate the U.S.-led operations in the Persian Gulf. Defense Minister Linas Linkevicius said the personnel are ready to leave immediately. He said they will most probably first work in Kuwait or on U.S. ships in the gulf, but could later be transferred to Iraq. The resolution states that the servicemen are to serve in "a humanitarian mission" and are not to take part in any military actions. The estimated expenses of 600,000 litas for the six-month mission will be paid out of the Defense Ministry's budget.

On 20 March Seimas approved a bill regulating the implementation of the constitutional amendment granting foreigners the right to purchase agricultural land. The amendment will permit legal and physical entities from EU and NATO countries to purchase farmland in Lithuania after the seven-year transition period stipulated in the Lithuanian EU accession treaty. Deputies from the Homeland Union (Lithuania's Conservatives Party) and the recently formed United and Liberal faction voted against or abstained from voting. The bill previously received 78 votes in favor to 18 against, with seven abstentions, but a constitutional bill requires at least 85 votes to pass.

The Chief Election Commission announced that special Seimas elections will be held in four districts on 15 June. The elections are necessary because President Paksas and his advisers, Alvydas Medalinskas and Dalia Kutraite-Giedraitiene, gave up their parliament seats in Vilnius. Conservative Vitas Matuzas also decided to serve in the Panevezys City Council with the hope that he will be elected the city's mayor.

Seimas approved a new copyright law. The new law which was drafted by the Culture Ministry has been harmonized with the EU standards. It imposes a small tax on all blank audio or videotapes and compact disks which will be used to give remuneration to holders of the copyright of artistic works. This law also allows programmers to ban their employers from upgrading their software, including that developed on corporate funds. The Infobalt and ISACA associations and the Lithuanian Law University have called on the president to veto the law passed by the parliament
Information Technologies

For a second year running, Lithuania's IT market has been growing stably despite the global stagnation in the sector, Infobalt association said. Last year, the ITT market in Lithuania was worth about LTL 4.4 billion, following an increase of about 20-22 percent over the year. 

The Lithuanian government passed general requirements for state websites to create a single state and municipal information system. The new requirements are expected to facilitate the implementation of the "one-stop shop" government principle.  

Lithuania's Vilniaus Bankas has offered a new online banking service to receive and pay e-bills for services and purchases automatically. The service will be offered to Omnitel users first. This year, VB is also going to offer the option of paying bills by using cell phones to VB Internetas users. 

The only Baltic optical disk maker, Lithuania's Baltic Optical Disk, is set to launch a factory in Estonia and enter Scandinavian markets. Investments in the factory in Estonia are estimated at LTL 1-2 million, with another LTL 1 million to be spent on equipment to make up to 2 million CDs annually.

Sonex Kompiuteriai has been awarded a three-year contract to service the computer equipment of the fixed-line telephony provider Lietuvos Telekomas. SK, which is part of Sonex Grupe, will provide the services across Lithuania and has employed 20 additional members of staff for this purpose.

Also Sonex Kompiuteriai has opened the largest computer store with a floorspace of 800 sq m in Lithuania's second largest city Kaunas. The launch of the store completes the formation of a business complex comprising a computer factory, a retail store and a technical service centre by Sonex Grupe. 
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