Mid April  - May 2003

Political News

On May 10 –10 Referendum on Lithuania's membership of the European Union took place

Referendum considered accomplished if at least one half of all registered voters come to polling stations. As electorate approved Lithuania's wish to join EU, the country will join the EU in May 2004.
Results of referendum

	Data from 
	- 2040 districts (100.00% of 2040),

	 
	- 60 towns and regions (100.00% of 60).


Number of voters - 2638886, turnout - 1672317 (63.37%). 
Invalid ballot-papers - 20526 (1.23%), valid ballot-papers - 1651791 (98.77%). 
Referendum has taken place. 

	Question 
	Number of cast votes
	Accepted

	
	in districts
	by post
	total
	% of valid ballot-papers
	% of turnout
	

	
	Yes
	No
	Yes
	No
	Yes
	No
	Yes
	No
	Yes
	No
	

	 I am for Lithuania's membership of the European Union
	1323584
	126863
	180680
	20664
	1504264
	147527
	91.07%
	8.93%
	89.95%
	8.82%
	Yes 
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Results of Referendum in towns and regions
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Turnout of voters
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President Paksas and his Ukrainian counterpart Leonid Kuchma discussed in Athens the signing of the EU accession treaties and the need to expand bilateral relations. They spoke about the possibility of establishing visa-free travel for citizens of both countries, which would help increase economic and cultural cooperation. The presidents noted that the establishment of the regularly scheduled Viking freight-train route between Odesa and Klaipeda in February has boosted trade and transit. Paksas expressed satisfaction that Kuchma

has accepted his invitation to visit Vilnius in early July for the ceremonies marking the 750th anniversary of the coronation of King Mindaugas. He also expressed his support for Ukraine's efforts to join the EU.

The Foreign Policy Coordination Council's first meeting, which was held under the leadership of President Paksas, adopted a resolution backing the transit regulations via Lithuania adopted by the EU, and urged Russia to fulfill its obligations. The council also includes the prime minister, foreign and defense ministers, Seimas chairman, the heads of Seimas European and National Security committees, the head of the State Security Department, and the presidential advisers for foreign and national security issues. The EU General Affairs Council adopted the regulations for travel by Russian citizens via Lithuania to and from Russia's Kaliningrad Region after 1 July. The regulations foresee that train tickets for the Russia-Kaliningrad route can only be purchased after ticket sellers receive a positive response from Lithuanian consulate officials to an e-mail request made at least 24 hours prior to the planned departure. Three Lithuanian officers will be stationed on the trains running between Russia and Kaliningrad to issue these documents. The council also said Russia should sign the readmission treaty with Lithuania and ratify the border treaty with Lithuania signed in 1997.

Dmitri Rogozin, the chairman of the State Duma's Foreign Affairs Committee and Russia's presidential envoy for Kaliningrad, told reporters in Vilnius after a meeting with President Rolandas Paksas on 28 April that the issue of transit between Russia and its Kaliningrad Region via Lithuania has been resolved. He said the Duma will ratify the Lithuania-Russia border treaty on May 21. Rogozin also said a bilateral readmission agreement will be signed too, and, if needed, the Duma will ratify it in May. Rogozin said: "Lithuania will be the first country with which Russia will have readmission and state border treaties. This will form a legal precedent and that is very important, because we plan to hold negotiations about a visa-free regime with EU countries." Dmitri Rogozin gave President Paksas a letter from Russian President Vladimir Putin. Putin wrote that Russia is considering how to benefit from Lithuania's signing of the EU Accession Treaty in terms of promoting bilateral cooperation and strengthening good neighbourhood relations. Putin mentioned that Russia is finishing preparations for signing a readmission treaty and ratifying the border treaty with Lithuania. Putin also called for working out a favourable regime for cargo transit, ensuring sufficient workload for the ports of Kaliningrad and Klaipeda seaports, and improving bilateral decisions in the energy sector.

After resignation of Minister of Internal Affairs Juozas  Bernatonis, Lithuanian President Rolandas Paksas did not accept new candidature, secretary of Ministry of Internal Affairs Virgilijus Bulavas who was proposed by Prime Minister. President promised to take a decision on the interior minister's candidacy "in the near future". However, after Algirdas Brazauskas said that Bulavas satisfies Cabinet and he is not planning to offer another candidature if Bulavas will not be accepted, Rolandas Paksas confirmed Virgilijus Bulavas. 

The effort in the Vilnius City Council to elect Arturas Zuokas as Vilnius mayor again on 30 April was unsuccessful. The council had elected Social Democrat Gediminas Pavirzis the new mayor rather than Zuokas by a vote of 27 to 24 earlier in April. The elections were protested in a Vilnius court that decided to suspend the powers of Pavirzis as mayor until the Constitutional Court rules on the eligibility of some of the voting council members. With two members of the Polish Election Action agreeing to participate in another mayoral vote, Zuokas was expected to gain the 26 votes needed on this second vote, but Liberal Vilmantas Drema disappeared during the voting, resulting in a lack of quorum. It was later learned that Drema had spent the night in a Vilnius hospital. No explanation of his actions has been provided.

Former President Valdas Adamkus accepted an invitation by UNESCO Secretary-General Koichiro Matsuura to become a UNESCO goodwill ambassador. UNESCO now has 36 goodwill ambassadors around the world including famous cultural, art, science figures, monarchs, retired politicians.

Economy

The Statistics Department announced on 29 April that economic growth in the first quarter of 2003 was 9.1 percent, year on year, with GDP for the quarter at 12.2 billion litas. GDP per capita increased by 306 litas to 3,524 litas. The largest growth was in the sectors of manufacturing, electricity, gas and water supply, construction, transport, storage and communications. Growth in activities related to consumer goods and services was slower, and there was a decline in the quarrying and mining sectors. Raimondas Kuodis of the Bank of Lithuania said the favourable results were to some extent aided by the anticipated benefits of EU membership, which encouraged more borrowing and investing rather than saving. The Finance Ministry forecasts that Lithuania's GDP will rise by 6.1 percent in 2003, while the IMF predicts 5.3 percent growth.
Growth is mainly based on strong domestic demand. Households’ purchasing power is supported by low inflation, higher wages due to increased productivity and decreasing unemployment. Borrowing has increased due to low interest rates and partly finances the growing consumption.

The Statistics Department announced that in the first two months of the year, exports and imports were 3.71 billion litas and 4.16 billion litas as exports grew by 38.8 and imports by 7.1 percent compared to the same period last year. The greatest recipient of exports was Switzerland (16.2 percent) due to the decision of Mazeikiai Oil to start exporting its oil products through the country, followed by Germany (9.8 percent), Latvia (8.7 percent), and Russia (8.5 percent). The main sources of imports were Russia (29.7 percent), Germany (14 percent), Poland (4.3 percent), and Italy (3.8 percent).

State budget revenues were 684.8 million litas in April, 8.9 million litas over the 675.8 million litas target, the Lithuanian Finance Ministry said. The second quarter state budget revenues are projected at LTL 2.34 billion, while the annual target is LTL 9.545 billion.
The Finance Ministry announced  that the country's total public debt at the end of March was 14.35 billion litas. The foreign debt of 10.19 billion litas accounted for 71 percent of the total debt with the internal debt being 4.17 billion litas. The total debt was estimated to comprise 26.7 percent of the country's projected gross domestic product (GDP) for 2003.

The Bank of Lithuania announced that the country had a current account surplus of 69.1 million litas for the month of February. This was primarily due to a considerably lower foreign trade deficit. Nonetheless, a large current account deficit remains. In January the current account deficit was 4.5 million litas and in year 2002   2.4 billion litas.

Main economical indicators, compiled by Nordea bank are as follows: 
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In the prime minister's annual report to Seimas, Algirdas Brazauskas expressed satisfaction with his cabinet's performance in 2002. He said Lithuania achieved two important strategic goals: the completion of accession negotiations with the EU, and the invitation to join NATO. He said the economy has continued to perform well - with GDP growth increasing from 4 percent in 2000 to 6.5 percent in 2001 and 6.7 percent in 2002 – and noted that the UN Economic Commission has predicted that Lithuania will remain among the fastest-growing economies in the world in 2003. Brazauskas said that in 2002 the business climate continued to improve, the crime rate fell by 8 percent, and pensions were raised by 5 percent. He also said many problems remain, specifically mentioning the high level of corruption, the unequal development of regions in the country, low purchasing power, and high poverty and unemployment rates.
Lithuania's rate unemployment went down to 10.8 percent in April, down 1 percentage point month-on-month, the national labour exchange said. The decrease was caused by a rise in spring seasonal jobs.

About 28000 new jobs are expected to be created in Lithuania with the help of EU structural funds between 2004 and 2006. British experts estimate that about 16000 companies may be expected to use  aid from the European Union. 

Central bank favours fast changeover to euro. After Lithuania joins the EU, the next step could be the replacement of the national currency, the litas, by the euro, the Bank of Lithuania said, adding that the earliest date of the changeover could be late 2006 or early 2007. 

Lithuanian president Rolandas Paksas has stressed the need to start planning the future of nuclear energy in Lithuania. He made the statement during a meeting with the management and staff of the Ignalina nuclear power plant in Visaginas. 

Lithuanian president Rolandas Paksas has urged Prime Minster to make additional funding available to farmers. In early May the Lithuanian Chamber of Agriculture sent a letter to the government, demanding specific steps by May 15 to improve the farmers’ situation, threatening with 10 day-long roadblocks if their demands will not be met.  

The Lithuanian road carriers' association Linava has called on the country's farmers not to block roads as they are protesting over state subsidies. The association has sent a letter with the appeal to the chairman of the Chamber of Agriculture, Jonas Ramonas.

The Statistics Department announced that the number of foreign visitors coming to Lithuania in the first quarter of the year was 656,000 or 12.3 percent less than in the same period in 2001. The visitors primarily came from neighbouring countries: Russia (31.1 percent), Latvia (29.2 percent), and Belarus (15.1 percent). The number of visitors from these countries fell by 13.9, 13.6, and 21.8 percent, respectively. Visitors from Great Britain, Italy, Holland, and France increased by 56.7, 12.2, 11.5, and 6.3 percent, respectively. The number of residents of Lithuania traveling abroad in the same period was 728,000 or 0.7 percent less than in 2001.

Lithuanian Economic Development Agency (LEPA) opened a representative office in Milan. LEPA has two representative offices in Germany and decided that one in Italy would be useful. The agency held a business seminar to highlight the most recent economic accomplishments of Lithuania at which nine company executives participated. 

The Swedish furniture group IKEA, the largest shareholder of furniture producer Vilniaus Baldu Kombinatas, is increasing its orders to Lithuanian suppliers to over 100 million litas. Vilniaus Baldai had set the total sales target for 2003 at 95 million litas, of which sales to IKEA had been estimated to reach 80 million litas this year. IKEA has about 2,500 suppliers, and VBK is ranked fifth on the Swedish company's list. The Estonian business newspaper reported that IKEA is phasing out contracts in Estonia in favour of Lithuania, where production is cheaper. As a result, cancellation of subcontracting orders may cost the Estonian furniture producers at least 6.4 million euros worth of orders, which will be channeled to Lithuania. Representatives of the Estonian business development fund say such trend is not at all surprising, as businesses are always looking for a cheaper labor force. 

A joint operation by U.S. and Lithuanian law enforcement officers resulted in the arrest of three Lithuanians suspected of sending drugs and counterfeit dollars to the U.S. One of the arrested is Enrikas Daktaras, a son of former leader of a Kaunas criminal group Henrikas Daktaras. Enrikas Daktaras was elected to the Kaunas City Council in December, but was arrested on the eve of the new council's first session. At least two more people were also arrested in the U.S.

Privatisation 

The Finance Ministry has proposed privatising the National Stock Exchange. The Cabinet's Strategic Planning Committee is to discuss this proposal. The ministry believes privatization would speed up the development of a trading system based on advanced technologies. 

Lithuania has rejected Gazprom offer of 80 million litas for a 34% stake of gas utility Lietuvos Dujos. Brazauskas said that Lithuania is not satisfied with the price and expects higher bid due to improved results of Lietuvos Dujos during last year. Deputy Chairman of Gazprom board Aleksandr Riazanov promised to submit price question to Gazprom board within few weeks. 

Lithuania's shipping company Limarko Laivininkystes Kompanija has acquired the state-owned company Klaipedos Transporto Laivynas. LLK is to pay 48.668 million litas for its 80.89 % stake in KTL within five working days after signature of the deal with the State Property Fund.

Investors in Lithuanian stocks are carefully watching the prices of the four state-owned alcohol companies offered for privatisation - Stumbras, Alita, Anyksciu Vynas and Vilniaus Degtine. These shares are gaining value thanks to their forthcoming privatisation this summer.

Companies Artrio-2, Belvedere, Hermis Finansu Valdymas and consortium of Kretingos Grudai – Ovidijus Jankauskas, Vytautas Liubinas and Ateities Dizainas are interested in Vilniaus degtine (for sale 82.27%, initial price – 5 mln litas). Initial price of Stumbras is 107 mln lt  (92% of stock), Alita – 50 mln. Lt (83.77% of stock), Anyksciu Vynas – 10 mln. Lt (82.27%). Experts estimate that State Property Fund may receive up to 300 mln litas for all alcohol companies.

The only participant of the privatisation tender for Lithuanian Airlines, SAS, said it is giving up its plans to acquire the company. SAS made decision that this acquisition will not bring sufficient financial return.  SAS obtained Lithuanian Airlines privatisation prospectus and was to submit proposal with preliminary offer.
Public opinion pools

Pupils from the 5th to 12th classes of 1,005 schools had the opportunity to participate in a mock referendum on Lithuania's membership in the EU on 29 April. More than 70 percent (235,000) of the possible 333,000 students participated in the referendum with 83.3 percent voting "yes," 14.8 percent voting "no," and the remaining votes invalid.
Important Legal Acts

President Paksas vetoed amendments to the law on charity and relief and sent them back to Seimas for reconsideration. He said that the amendments, passed by Seimas in March, are non transparent and may create grounds for corruption and misuse, particularly objecting to the provision allowing state-owned companies, in which the government holds a controlling share, to make charitable donations.

Seimas approved the proposal by President Paksas to extend the participation of troops serving in the U.S.-led international Operation Enduring Freedom in Afghanistan. Some 40 troops have been conducting operations in an antiterrorist mission that began in November. The lawmakers decided to extend the mission until December by approving the sending of a replacement unit in May. 

After Lithuania joins the EU, there will be no significant changes in taxation as only indirect taxes - VAT and excises - are subject to strict regulation in the EU. All other taxes are left to the competence of the member states to a greater or lesser degree, Finance Ministry experts said. 

Information Technologies

Lithuanian information technologies market will show one of the strongest growth among Central and Eastern European countries, according to the forecast of a global market surveys company IDC. Steven J. Frantzen, vice-president of IDC for Central and Eastern Europe and Central and Eastern Africa, said in the Oracle conference in Vilnius that Lithuania's IT market is estimated to grow by an average of 11.8 percent.
Lithuania's second-largest mobile phone operator Bite GSM is rehashing its logo and business philosophy to meet the growing need for simpler and readily understandable services. After the changes, "Bite GSM will be identifiable on the market by the best customer service," CEO Darius Masionis said. 

Fixed-line telephony operator Lietuvos Telekomas has posted first-quarter sales of 204 million litas, down 17.7 percent year-on-year, while its net profit for the quarter was 2 million litas, down 90.5 percent year-on-year. The company attributes the worsening of results to fierce competition. Also Telekomas is loosing subscribers of fixed telephone lines – by 200.000 during one year period. Now Telekomas has  893.000  subscribers. A press release from Lietuvos Telekomas said that the company has not worked out any official restructuring or redundancy plans. Verslo Zinios wrote that Telekomas had been preparing for restructuring, after which nearly a quarter of the company's workforce might be laid off.
------------------------------------------------------------

Sources: ELTA, BNS, Verslo Zinios, Lietuvos Rytas, RFE/RL, Lithuanian Statistics Department, Ministry of Economy, Ministry of Foreign Affairs, Central Election Commission, PricewaterhouseCoopers. 
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