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Political News

Lithuanian President Valdas Adamkus has suggested that the time has come to give a fresh impetus to his country's relations with Russia and invited Russian President Vladimir Putin to visit Lithuania. The president said he does not see any sound grounds for relations between

Lithuania and Russia to cool off, in spite of the expulsion of Lithuania diplomats. 

However, within a month facts showed that relations with Russia are worsening, mostly because of Russian mass media and other organizations announcements, but without any doubt with silent agreement of Russian officials. 

The Foreign Ministry asked for evaluation of broadcast of a Russian TV program titled "Mysteries of the Century" via Lithuanian cable television on August 31. In the Foreign Ministry's view, the program in cold war time style distorted historical truths concerning the Molotov – Ribbentrop Pact and its implications. Lithuania believes that by signing the secret 1939 treaty, the USSR and Germany divided Europe into the spheres of their influence, while Russian program tried to show these events of that time as saving of Lithuania from Nazi Germany. 

Russia on September 10 announced a resolution to the Lithuanian parliament that said that operating transit corridor between Russia and Kaliningrad Lithuania violates agreements between the EU and Russia. 

The rules on Russian transit to and from the Kaliningrad enclave through Lithuania do not need any revision, nor do charges for freight transit between the two parts of Russia, the Lithuanian foreign minister said. He also said that more Russians traveled between Kaliningrad and the rest of Russia and that this was evidence that the system is efficient.

Lithuanian President Valdas Adamkus also concluded that conditions for Russian military transit through his country to the Russian enclave of Kaliningrad will not be changed.

"The transit has been conducted for a whole decade according to an agreed procedure which meets both Russia's needs and Lithuania's interests. Therefore I don't think that this procedure should be changed," he told. "We don't see any political or legal reasons that would obstruct the transit flows, and if any technical problems arise, they are settled at corresponding levels," he said.

Seimas decided to categorically reject the establishment of a free transit corridor between the neighboring Kaliningrad region and Russia via European Union's territory.

In an unanimously vote (58 for and 0 against), the Seimas rejected the resolution “On Cooperation with Kaliningrad Region” of the Russian Federation, which was made in response to a request by Russia to the European Union. "This resolution is not for in-country use, it is designed to strengthen our positions abroad," Parliamentary Speaker Arturas Paulauskas said. The resolution will consolidate Lithuania's position before a meeting of the EU General Affairs and External Relations Council. In May 2003 Russia proposed that transit to Kaliningrad via Lithuanian territory would be carried out under Russian laws and be considered Russia's internal transit. 

Under the EU-Russian agreement dated July 1 2003, Russian citizens traveling by transit trains to and from the Kaliningrad region must have facilitated railway transit documents.

Russia's Audit Chamber officials declared that the issue of compensation for Russian military property in the Baltics needed to be addressed. Based on the data from the Russian Central Bank and Vneshekonombank, the Russian Chamber of Audit said the Baltic share of the former Soviet Union's debt amounts to $3.06 billion.The conclusions are to be presented to the Federal Assembly, the government and President Vladimir Putin's administration.

"These Russian actions are aimed at denying the annexation," Valionis told, noting that by signing the 1991 Lithuanian-Russian treaty Russia acknowledged the 1940 annexation and committed itself to eliminating its reasons. "It is an unheard outrage for the aggressor to demand compensations. Attempts to make such claims are absurd and will definitely not contribute to the development normal partnership," the foreign minister stressed.

"All countries around the world acknowledge that the Balts do not have any share of the Soviet Union's foreign debt, as the occupied countries cannot be responsible for the occupant's debts," said Europarliament member Vytautas Landsbergis.

Lithuanian and Estonian presidents called the financial claims by Russia to the Baltic state totally ungrounded. Arnold Ruutel, who arrived on a visit to Vilnius, said such statements by Russia reminded of a political propaganda. In his opinion, Estonia can calculate the loss it suffered very easily if it only looks back. 

"In 1939, the life standard in Estonia was similar to that in Finland. We would have never lost some opportunities if Estonia had not been occupied. But the occupation came as a result of the pact of Molotov-Ribbentrop. It is unfair from Russia to submit such claims. I think, it is a political propaganda," Ruutel said during a news conference in Vilnius. 

Meanwhile, President Valdas Adamkus underlined that the Baltic States could claim for Russia paying considerably bigger sums to cover the damage done during the years of the Soviet occupation. 

Landsbergis interpreted the audit chamber conclusions as a sign of Russia’s recognition that it would not escape negotiations over the compensation of occupation damages to the Baltic States and that the eastern neighbor wanted to present a counterclaim.

In 2000, Lithuania passed a law obligating the government to negotiate with Russia over the compensation of damages caused by the 50-year Soviet occupation, estimated at 80 billion litas (23.2 billion euro). Russia refused to open negotiations on the matter.

Russian television provoked another scandal by airing a program that accused Lithuania of collaboration with international terrorists and urged Russians to boycott products from the Baltic state. Referring to the pro-Chechen Web site “Kavkazcenter” previously based in Lithuania but now  closed, Russia TV made conclusion that Lithuania supports terrorism and even went so far as to claim that the site reflected the personal  opinion of the President.

On Sep. 17 the State Security Department ordered that the server be shut down after a bulletin appeared on the site offering to pay $20 million for help in capturing Russian President Vladimir Putin. The offer earned a strong response from Moscow.

Minister of Foreign affairs said that the country should not take radical measures in reacting to the hostile statements in the Russian media. 

State Security Department chief Arvydas Pocius expressed the opinion that the attack was orchestrated, since there are certain powerful individuals in Russia not interested in good relations with Lithuania.

Seimas approved President Valdas Adamkus' decision to dismiss Valentinas Junokas, director of the Special Investigation Service. Junokas has come under fire for a series of investigations that were made public just before presidential elections, rising accusations that the Special Investigation Service had targeted specific political parties and thereby affected the election results.

Special Investigation Service investigations have led to a case against Vilnius Mayor Arturas Zuokas and a pretrial investigation into possible bribery of parliamentarians. Three MPs were forced to resign after falling under suspicion that they had taken bribes from a private company for help in adopting favorable laws. As a result of the investigations, relations between Parliament and the SIS have come under tension.

President Valdas Adamkus announced having made up his mind to submit to the parliament the candidature of Povilas Malakauskas for a vacant seat of director at the Special Investigation Service. Malakauskas has been serving as secretary of the Defence Ministry. 

Twenty political parties will join a race for mandates in a 141-seat Lithuanian Seimas during general elections on October 10. Overall, the parties have fielded more than 1,000 candidates for the Seimas.

Seventeen parties have nominated candidates in both the multi-mandate and single-mandate constituencies. As some parties have formed coalitions, the chief election authority has received just 15 tickets. Three more parties have fielded candidates merely in single-mandate constituencies. The records of the Justice Ministry show that presently there are 36 political parties in Lithuania.

Most of the main parties have indicated 141 names on tickets, but no one party has nominated candidates in all 71 single-mandate constituencies.

The present ruling parties - the Social Democrats and New Union (Social Liberals) - have announced having formed the coalition of Algirdas Brazauskas and Arturas Paulauskas "We Work for Lithuania". The allies have put on the ticket 140 names for the multi-mandate constituency, with the Social Democrats dominating on the list.

Both allies have reached a deal to have a single list of candidates for October 10 general elections, form a parliamentary coalition after the polls and, in the event of victory, to form the government.  The Social Democrats and Social Liberals claim that their aspiration is to ensure the continuity of governmental policies, and political and social stability.

Ceslovas Jursenas, vice-chairman of the Social Democratic Party, is number one nominee on the joint list. The Social Liberals' leader Paulauskas comes second. The Social Democratic leader, Prime Minister Algirdas Brazauskas has said he will not run in new election.

The other top candidates are Social Security Minister Vilija Blinkeviciute (New Union), Finance Minister Algirdas Butkevicius (LSDP), Foreign Minister Antanas Valionis (New Union), head of the Social Democratic faction, Irena Siauliene, and Health Minister Juozas Olekas (LSDP).

The program of the two left parties foresees increase the average wage to 1,800 litas (520 euros) and the average old age pension to 650 litas (188 euros) until 2008. Other commitments include full restoration of lost bank deposits and nationalised land to the residents. The country's gross domestic product should grow by a third to reach as much as 60 percent of the EU average during the said period. The coalition also pledged to reduce the unemployment rate to 8 percent. 

The populist Labour Party, widely seen as potential winner of the polls, also nominated 141 candidates. This new political group, founded hardly a year ago, will be led to the polls by its chairman, Russian-born businessman Viktoras Uspaskich.

Russian representatives promised to in the near future grant Lithuania the information needed to conduct and ecological study of the D-6 oil terminal in the Baltic Sea. A joint Baltic Sea and the Curonian Lagoon monitoring programme is also expected to be approved by the end of this year. 

The latter agreement was reached in a meeting between Lithuanian environment and foreign ministry officials and representatives of the LUKoil company LUKoil-Kaliningradmorneft, the Environment Ministry reports. 

Lithuania's delegation visited the D-6 oil terminal platform along with representatives form the Baltic Marine Environment Protection Commission. 

Two oil fields, which both generate about 500 tonnes of oil mixture per day, are currently operated in the D-6 oil field. A third oil field is currently being drilled and 21 oil fields are foreseen to be operated in the D-6 oil field in all.

Lithuanian ecological specialists saw no environmental protection breaches or signs of pollution while visiting the latter oil field. However, the heads of LUKoil-Kaliningradmorneft and Russian government officials admitted that, though the likelihood of environmental accidents is small, they can occur and such turn of events have to be prepared for. 

The D-6 oil field is located in the portion of the Baltic Sea which belongs to the Russian region of Kaliningrad and only 22.5 km away from the Curonian Spit. Lithuania has voiced numerous concerns that the oil field can do irreparable damage to the unique ecological system of the Curonian Spit, included into the UNESCO World Heritage List. Lithuania's position has also been supported by international organizations. 

Three TRML-30 medium-range radars were presented to Lithuania's by NATO. 

"The new radars will make a serious contribution to the modernization of the Lithuania armed forces and help improve medium- range control over the country's air space and honor its commitments to NATO," said secretary of the Lithuanian Defense Ministry Povilas Malakauskas.

The mobile radars are capable of spotting and identifying targets moving at low altitudes at a distance of 200 kilometers, and determine the distance to these targets, their altitude and the direction of their flight. One of the radars will be located in the vicinity of the Ignalina nuclear

power plant. 

According to the European Commission statistical data, Lithuania ranks first among all 25 members of the EU in terms of transferring the EU directions to its national law. 

Lithuania has transferred into its law 2,510 out of 2,516 directions (99, 76 %. of all EU directions) by 31 August 2004. In terms of the indicators, Spain ranks second with 98.88 % and Finland is third with 98.87 %. According to Prime Minister Algirdas Brazauskas, the announced data is a result of consistent and coordinated work of all state institutions. 

Lithuania started the transfer of EU law into the national legislation before 1997. Transfer of an EU direction means the adoption of Lithuanian legal acts on the transfer of regulations of the direction. A directive is considered completely incorporated into the law of a member state when relevant national legal acts have been adopted and it has been reported to the EC.

In its report on the employment, the European Commission praised Lithuania for progress made in an attempt to increase the number of the employed.

The report pinpointed to the fact that employment in nearly half of 25 EU member countries went down in 2003. The situation worsened notably in Czech Republic, Finland, the Netherlands, and Sweden especially. But in Lithuania, Ireland, Greece, Luxemburg and four more countries it grew over 1 percent, the Commission underlined.

According to the data of Eurostat, the statistical bureau of the European Communities, in 2003, 192.8 million people aged 15 years and more had a job in the EU25. The total employment rate for people aged 15-64 was 63.0 percent, and the employment rate of women was 55.1 percent. The employment rate for people aged 55-64 was 40.2 percent.

In Lithuania, the employment of population was 59.5 percent, of which the employment rate among woman was 57.2 and men, 62.9 percent.

On 14 September, an official ceremony of handing over pavilions to participant states was held in the territory of EXPO 2005, in the Aichi prefecture in Japan.  Deputy Secretary General of Japan’s association for arranging the exhibition Takashi Honjio presented a symbolic key of the Lithuanian pavilion to the Commissioner General of the Lithuanian exposition Romas Jankauskas and Lithuanian Ambassador to Japan Algirdas Kudzys. The first world exhibition in the 21st century, in which 122 countries, 5 international organisations and the largest Japanese corporations are to take part, will be held from 25 March to 25 September in 2005.

An earthquake centered in the Kaliningrad region sent a powerful wave of aftershocks throughout the Baltics on Sept. 21. Residents of all three Baltic capitals felt the series of jolts, which measured as high as 5.3 on the Richter scale, the Lithuanian Geology Service stated. The service reported that the initial earthquake was registered in Russia, Poland, Lithuania, Latvia and even Austria. 

The earthquake was registered also in Klaipeda and at the Ignalina Nuclear Power Plant, but no disturbance to the reactors was reported.

Seimas election preliminary results

Labour Party wins most seats in new parliament.

The Labour Party won 22 out of the 141 seats in the Seimas in the first general election round. 

The coalition of PM Algirdas Brazauskas and parliament speaker Arturas Paulauskas was in second place with 16 seats. Five Seimas members were elected in Single-member Constituencies.

Meanwhile, 65 seats are still to be filled in a runoff poll next Sunday.

Preliminary Voting Results in multi-mandate constituencies

Data from - 2031 districts (100.00% of 2031)

and from - 71 constituencies (100.00% of 71). 
Number of mandates - 70. 
Number of voters - 2647096, turnout - 1215716 (45.93%). 

	Party, coalition
	Number of cast votes
	Number of
mandates

	No
	Title
	in districts
	by post
	total
	% of valid
ballot-papers
	
	

	5
	Labour Party
 

	286402
	52870
	339272
	28.60%
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	22

	6
	Coalition of Algirdas Brazauskas and Artūras Paulauskas "Working for Lithuania" 

	205692
	39377
	245069
	20.66%
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	16

	7
	Homeland Union (Conservatives, Political Prisoners and Deportees, Christian Democrats)
 

	143231
	29697
	172928
	14.58%
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	11

	8
	Coalition of Rolandas Paksas "For the Order and Justice"

	116986
	18453
	135439
	11.42%
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	9

	11
	Liberal and Centre Union

	95686
	12650
	108336
	9.13%
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	7

	3
	Union of Farmers' Party and New Democracy Party
 

	64530
	13822
	78352
	6.60%
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Preliminary Voting Results in Single-member Constituencies

Data from - 2031 districts (100.00% of 2031).
 and from - 71 constituencies (100.00% of 71). 
Number of voters - 2646904, tournout - 1218263 (46.03%). 
 
Elected Candidates in Single-member Constituencies

	Candidate
	Constituency
	Nominated by

	
	No.
	Title
	

	Zigmantas BALCYTIS
	33
	Silales - Silutes
	Lithuanian Social Democratic Party

	Algirdas BUTKEVICIUS
	68
	Vilkaviskio
	Lithuanian Social Democratic Party

	Juozas PALIONIS
	67
	Prienu
	Lithuanian Social Democratic Party

	Valdemar TOMASEVSKI
	56
	Vilniaus - Salcininku
	Lithuanian Poles’ Electoral Action

	Viktor USPASKICH
	43
	Kedainiu
	Labour Party


Economy

Lithuania's national budget finished seven months in the year with LTL 6.526 billion in revenues, with a 3.3-percent or 208.9 million surplus. All the main taxes generated higher-than-expected revenues, except for the Value-Added Tax, which fell by 6.1 percent short of target. A rise in fuel and tobacco excise duties in May boosted Lithuania's budget revenues. According to the Economy Ministry, budget revenues from excise duties in the first half came to LTL 832.9 million, 2.9 percent over the target and 9.2 percent more than in the same period last year.

Due to rising inflation, experts of Vilniaus Bankas have increased this year 's GDP growth rate forecast at current prices from 8 pct to 8.7 pct. In 2004, 2005 and 2006 the real GDP is expected to grow 6.8 pct, 6.8 pct and 6.5 pct, respectively.

Vilniaus Bankas also claim the population does not yet feel the benefits of economic growth, although the average wages should increase about one-tenth and reach LTL 1,317 this year.

Over the next few years, employers will be faced with the problem of losing their workforce not only to foreign but also to local competitors, says Gitanas Nauseda, adviser to VB's president. To prevent the outflow of professionals after EU enlargement, some Lithuanian companies raised their employees' salaries by 10-15 percent already at the beginning of the year, while others did that immediately after 1 May.

The Bank of Lithuania forecasts that foreign direct investments in Lithuania are expected to exceed LTL 2 billion this year. The central bank based its projection on the figures for the first half of the year, when FDIs rose by 39.6 percent year-on-year.

Investors from the so-called third countries, Russia in particular, have become active in Lithuania, using it as a entry point to the EU market. Increasingly more companies from the East are moving production to Lithuania, acquiring real estate and looking for promising acquisitions in the country.

"Company setup costs in Copenhagen or Stockholm are five times higher than in the Baltic states," said Vytautas Nauduzas, the Lithuanian ambassador to Turkey, Azerbaijan and Uzbekistan. As Russia keeps tightening up business legislation as part of its administrative reform, a considerable share of that country's middle class is expected to invest in Lithuanian real estate.

According to the Investors' Forum (IF), which unites about 30 foreign capital companies in Lithuania, the country is attractive to investors. IF's Managing Director Ruta Skyriene claims, however, that the Lithuanian Government should cut taxes, improve their administration. According to her, Lithuania's favourable geographic location helps attract companies from other world regions seeking entry into the EU markets. "Lithuania was the first of the EU member states to cut the profit tax to 15 percent, which immediately contributed to the country's competitiveness. Taxes on the labour force are too high, so the first step should be the reduction of the residents' income tax," she says.

Lithuania's national budget revenues, including EU assistance allocations, are expected to reach 15.653 billion litas (€ 4.54 b) in 2005, with expenditures projected at 17.463 b litas. National budget revenues should grow by 16.3 %, and central budget revenues by 17.3 % next year, compared with projected revenue levels in 2004.  Prime Minister Algirdas Brazauskas has confirmed recently that the Government does not intend to change the personal income tax rate in the 2005 budget and said that the coming year's budget should reflect an increase in minimum wages and a rise of over 8 % in real incomes.  The 2004 national budget projects annual revenues of 13.454 billion litas, including 1.589 billion litas in the EU's assistance allocations. The Government budget revenues are projected at 11.806 billion litas, while municipal budget revenues are planned at 1.648 billion litas.

Main Lithuanian macroeconomic indicators and forecast according to Nordea bank: 
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Gross domestic product (GDP) over the first six months of 2004 totaled LTL 28451.2 million at current prices and as compared with the first six months in 2003 went up by 7.2 per cent, calculating at constant prices of 2000. Most of value added was generated in economic activities related to production and consumption. Value added generated in industry , construction, wholesale and retail trade as well as repairs of household equipment, hotels and restaurants, transport, storage and communications accounted for 65 per cent or by 10.2 per cent more than over the first six months of 2003.

The per capita GDP over the 2nd quarter of 2004 equaled LTL 4437 (at current prices). This is by 7.6 per cent more than over the respective period of the previous year

The Lithuanian Finance Ministry has reduced its GDP growth forecast for 2005 from 7.3% to 6.5%. "The Finance Ministry uses the most realistic forecasts in the preparation of the budget for the coming year. We strictly adhere to the principle that the fiscal deficit should be less than 3% of GDP," Butkevicius said. 

The inflation forecast for 2005 has also been revised up to 2.9% from the 2% planned previously, Butkevicius said. 

The Finance Ministry thinks that, in light of rising interest rates in 2005, the growth of credit portfolios at commercial banks is stabilizing. So growth in investment and consumption will be more moderate. The closing of the first generating unit at the Ignalina nuclear power plant will reduce GDP growth 0.3%-0.4%.
Lithuania's retail sales rose by 10.2 % in the first seven months of 2004, year-on-year, driven higher by strong growth in sales of household appliances, construction materials and clothes, the Statistics Department has reported. Retail sales grew by 3.7 % in July compared with June. The aggregate turnover of retail stores, car service centres, filling stations, restaurants and other retailers reached 10.798 b litas (€ 3.13 b; VAT excluded) during the seven months. Lithuania's retail sales totaled 17.641 b litas in 2003 (VAT excluded), a rise of 14.3 % over 2002.

Statistics Lithuania reported that the Consumer Price Index (CPI) in August 2004 against July made up 99.6 (in August 2003 as compared with July it was 99.3). Prices for consumer goods over August decreased by 0.5 and prices for services went down by 0.2 per cent. 

Annual inflation in August 2004 (in August 2004 against August 2003) was 2.2 per.

According to the Bank of Lithuania, the amount of residents’ deposits in the commercial banks has increased from LTL 4.1 billion to LTL 8 billion since 2000. However, the annual interest rate on demand deposits has dropped from 1.6 percent to 0.2 percent. 

Statistics Lithuania reported that according to non-final data obtained from Customs declarations and Intrastat reporting data, exports over January-July 2004 totaled LTL 13676.8 million in terms of commodity value, while imports to Lithuania equaled LTL 18759.0 million. The foreign trade deficit of Lithuania made up LTL 5082.2 million and was by 13.7 per cent higher than a year ago.

Foreign trade balance

Million LTL

	
	Exports
	Imports
	Balance

	January-July 2004 
	13676.8
	18759.0
	-5082.2

	January
	1733.5
	2165.4
	-431.9

	February
	1853.8
	2421.7
	-567.9

	March
	1934.1
	2705.7
	-771.6

	I Q
	5521.4
	7292.8
	-1771.4

	April
	1961.2
	3305.9
	-1344.7

	May**
	1935.1
	2603.5
	-668.4

	June**
	2168.5
	2561.6
	-393.1

	II Q
	6064.8
	8471.0
	-2406.2

	July
	2090.6
	2995.2
	-904.6

	
	
	
	

	2003 
	21262.6
	29438.0
	-8175.4

	I Q
	5051.6
	6526.1
	-1474.5

	II Q
	4921.5
	7116.0
	-2194.5

	July
	1741.2
	2540.6
	-799.4

	III Q
	5504.7
	7347.6
	-1842.9

	IV Q
	5784.8
	8448.3
	-2663.5


** Revised data. 

Exports and imports in January-July 2000–2004 
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Main foreign trade partners

	
	Exports
	
	Imports

	
	Million LTL
	%
	
	Million LTL
	%

	Total
	13676.8
	100
	Total
	18759.0
	100

	EU-15

	6061.5
	44.3
	EU-151
	8624.4
	46.0

	EU-25

	8610.9
	63.0
	EU-252
	12014.3
	64.0

	CIS
	2178.9
	15.9
	CIS
	4834.7
	25.8

	EFTA
	1484.1
	10.9
	EFTA
	375.2
	2.0

	Germany
	1393.6
	10.2
	Russia 
	3846.5
	20.5

	Latvia
	1281.5
	9.4
	Germany
	3254.9
	17.4

	Russia
	1211.6
	8.9
	Poland
	1342.5
	7.2

	Switzerland
	1138.7
	8.3
	Denmark 
	718.7
	3.8

	France
	777.5
	5.7
	Latvia 
	712.5
	3.8

	United Kingdom
	775.3
	5.7
	Netherlands 
	677.1
	3.6

	Netherlands
	657.2
	4.8
	France
	653.2
	3.5

	Sweden
	651.3
	4.8
	Finland
	639.8
	3.4

	Denmark 
	637.0
	4.7
	Belarus
	634.9
	3.4

	USA
	579.6
	4.2
	Italy 
	627.5
	3.3

	Estonia
	555.3
	4.1
	Sweden 
	608.0
	3.2

	Poland
	525.5
	3.8
	Estonia 
	607.1
	3.2

	Belarus
	479.5
	3.5
	United Kingdom
	464.0
	2.5

	Belgium
	365.5
	2.7
	Belgium 
	399.0
	2.1

	Norway
	331.4
	2.4
	China 
	375.3
	2.0

	Other
	2316.3
	16.8
	Other
	3198.0
	17.1


At the beginning of this year the fund for the shutdown of the Ignalina nuclear power plant had the total of LTL 170 million. This is by LTL 37.4 million more than in January 2003, but by LTL 44 million less than shown by the fund's 2003 estimate (LTL 214 million).

The Lithuanian government says it is convinced that EU funding for the decommissioning of the Ignalina nuclear power plant will reach Lithuania on time. However, the director of the power plant, Viktor Shevaldin, said there are no guarantees of adequate decommissioning funding with just four months left until the plant's first power unit is to be shut down. Shevaldin said funding was still not available for future storage of the first reactor and other decommissioning-related projects. He warned that this may necessitate delays in the process.

The European Commission (EC) has advanced a proposal calling for EUR 1.05 billion in assistance to help with the closure of four nuclear reactors in Slovakia  and Lithuania. The proposal would take money from the EU's budget of 2007 - 2013. Slovakia would receive EUR 237 mln for decommissioning the two oldest reactors, while Lithuania would get  EUR 815 mln. The plan must still receive approval from EU member states.

On 15 September, the Lithuanian State Nuclear Safety Inspection (VATESI) decided to issue a long-term operating license to power unit two of the Ignalina Nuclear Power Plant (INPP). 

VATESI said in a statement that this decision followed a comprehensive assessment of safety at the reactor block in line with international practice and traditions, and was taken in consideration of the opinion from the Environment Ministry and the Radiation Protection Centre. VATESI said the assessment had verified that the plant's power unit two was complying with the established nuclear safety requirements. 

A preliminary feasibility study will be conducted on whether or not it is economically beneficial to build a power line from Lithuania's Butinge Oil Terminal along the bed of the Baltic Sea to the coast of Sweden, Anicetas Ignotas, the Secretary of the Economy Ministry informed. According to him, it could be a 300 km long 1,000 MW cable connecting Lithuanian and Sweden, which could be finished by 2009 with the assistance from the EU Structural Funds. The projected value of the project has not been disclosed. 

The electricity bridge between Lithuania, Poland and Scandinavia would free Lithuania from dependency on power grid it has been a part since the Soviet Union times, as well as export excessive electricity to the West and Scandinavia or import it if a power shortage would occur in the country after the decommissioning of Ignalina Nuclear Plant. 

According to Ignotas, the Swedes are to build a wind mill park about 100 km out in the Baltic Sea, which will be within 200 km reach of Lithuania. If the wind mill park were connected via a cable to the Lithuanian power grid, then electricity could be exported both ways. 

After the implementation of the project our country would be connected to the Polish power grid via Scandinavia-- which is what we are aiming at through the Lithuanian-Polish electricity bridge project, but it is coming along very slowly, the secretary of the Economy Ministry noted. 

The Lithuanian-Polish electricity bridge project is valued at 434 million euros, in terms of expenses, Lithuania would receive 52 percent of the expenses, Poland would receive 34 percent and Latvia and Estonia would receive 7 percent of the expenses. The project is to be implemented by 2009, the same year that Lithuania is to decommission Unit II of the Ignalina Nuclear Plant. 

Russia has also announced plants to additionally connect its energy system to Finland via an electricity cable also stretched across the bottom of the Baltic Sea. 

Lithuanian petroleum concern Mazeikiu Nafta, which is controlled by Russia's Yukos, revised its 2004 forecast for crude oil exports via its Butinge terminal down 23% from an original 13.01 million tones. The forecast was revised down because of plans to increase refining at the Mazeikiu Nafta oil refinery.

Given the situation, Mazeikiu Nafta has adjusted its strategy for the current year, and will refine more crude at the refinery because refining margins are fairly high right now and are generating more profit than shipments.

Butinges terminal shipped 5.33 million tonnes of export crude in January- July, 17% less than in the same period of last year. It shipped 10.72 million tones in 2003, 76% more than in 2002. Yukos supplies around 45% of the crude handled by the terminal.

Mazeikiu Nafta refined 3.9 million tonnes of crude in the first half of 2004, 36.8% more than in the same period of last year.  It refined 7.2 million tonnes in 2003 - 8.9% more than in 2002 - and expects throughput of 8 million tonnes in 2004.

The problems at Russia's oil concern Yukos have also affected the operations of Klaipedos Nafta, an exporter of petrochemicals, which is still waiting for Russian oil. The Lithuanian company has been ready to export crude oil since June. According to Economy Minister Petras Cesna, hopefully oil with reach the company in Klaipeda after Yukos' problems are over. Yukos was the main potential client with plans for exports of more than 2 million tonnes of oil through Klaipedos Nafta. 

The oil refinery Mazeikiu Nafta is urging the Lithuanian authorities to impose a 200 liter fuel limit for tanks in vehicles coming from third countries. Road carriers see this as a threat to their good relations with Russia and Belarus.

Oil extraction down in Lithuania in H1: 

A total of 163,200 tons of local crude oil was extracted in Lithuania in six months this year, according to the Economy Ministry. The volume was down 17.6 percent as compared with the same 2003 period, the ministry said.

Power grid Vakaru Skirstomieji Tinklai is planning to pay minority shareholders LTL 15 million if it goes ahead with plans to cut share capital. If the share capital reduction is approved in late August, shareholders will be paid a total of about LTL 400 million. Lithuania records LTL 209m budget surplus Electricity prices in Lithuania are the highest among the three Baltic States, according to the Lithuanian Statistics Department. Nevertheless, energy prices may still go up in the country as the state watchdog for energy prices is expected to approve a new methodology of electricity and energy distribution prices, which will enable power grids to raise charges for consumers. Experts have no doubt that electric energy prices will go up in November by LTL 0.01-0.04 per kWh.

Reconstruction of the main runway at Siauliai Airport has started. The cost of the project totals several hundred million litas. Only 500 m of the runway will be renovated this year. The road building company Siauliu Plentas, the winner of the tender, is to complete the works by the beginning of October. NATO is expected to finance the whole reconstruction of the airport, which would require investments of more than EUR 100 million.

Lithuanian construction companies say they are running out of resources to meet the rising demand for their services. The greatest problem is the lack of labour force, which may become even more complicated as Lithuania starts getting money from the European Union. In a bid to strengthen their forces, Lithuanian construction firms are raising salaries to specialists to prevent their emigration to the West and are building plans on how to bring cheaper labour force from the East. According to the Statistics Department, construction sales in each quarter this year exceeded the respective results in 2003. In the first quarter, construction industry sales rose by 18.6 percent year-on-year, and in the second quarter they went up by 4 percent. In the first half, the year-on-year growth exceeded 11 percent, according to the figures.

Marijampole-based textile manufacturer Baltijos Tekstile has sent a trial batch of Latin American style ponchos to Japan. The company hopes for more orders from the Japanese customers. BT CEO Juozas Rutkauskas said the company keeps attracting new customers also through various exhibitions. "Our ponchos were taken to an exhibition in Tokyo last December, and the Japanese became interested," Rutkauskas said.

The Lithuanian Cabinet of Ministers has approved the construction of a passenger-oriented harbour in the small seaside town of Sventoji. Prime Minister Algirdas Brazauskas announced the decision after a meeting of the government's strategic planning committee on Friday.

Estonia's largest amenity site operator Cleanaway is planning to enter the Lithuanian market. The Estonian company is not concealing its plans to bid for the construction of a new Kazokiskes landfill site complying with EU standards. Estonians have registered a subsidiary in Lithuania, Cleanaway Lietuva, which is prepared to engage in the construction of landfills as well as waste collection and recycling. The new company is also poised to take a 97.2-percent interest in the Klaipeda household waste recycling company in the near future. 


Opportunities are opening for Lithuanian towns near various rivers to increase their investment attractiveness with aid from EU funds. Lithuanian banks say they are interested in public sector activity in this sector because the value of river infrastructure projects are normally worth dozens of millions of litas and they benefit local businesses as well. A three-day seminar on river infrastructure investment projects is beginning in the second-largest city Kaunas, where presentations will be made by the British real estate and infrastructure developers. 

Lithuania's Zemgalos automobiliai opened in Vilnius the MAZ- Baltia assembly center of Belarus' MAZ trucks. The center required more than 5 million litas in investments.

In 2004 the assembly center is expected to produce 200 MAZ prime movers with a carrying capacity ranging between 10 and 20 tonnes and dump trucks. Lithuanian production line's annual capacity is at about 500 trucks. The vehicles assembled in Lithuania are planned to be sold to Latvia, Estonia and some other EU countries.

The main reason for the organization of the MAZ assembly in Lithuania is the country's accession to EU.

Public Opinion Polls

Which Lithuanian politician represents people's interest the best
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	 %
	September 2004
	July 2004

	 
	 
	 

	Valdas Adamkus
	21,9
	23,6

	Viktor Uspaskich
	15,3
	14,1

	Algirdas Brazauskas
	14,4
	14,8

	Rolandas Paksas
	10
	8,0

	Kazimiera Prunskiene
	9,3
	13,9

	Vilija Blinkeviciute
	8,5
	8,5

	Arturas Paulauskas
	7
	7,7

	Andrius Kubilius
	6,8
	3,0

	Ceslovas Jursenas
	6,6
	10,3

	Vytautas Grigaravicius
	3,7
	2,7

	Vytautas Lansbergis
	2,8
	3,3

	Julius Veselka
	2,7
	4,5

	Petras Austrevicius
	2
	3

	Eugenijus Gentvilas
	1,1
	2,6

	Dalia Grybauskaite
	1
	2,4


Valuation of Politicians
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	September 2004
	
	July 2004
	

	 
	Positive
	Negative
	Positive
	Negative

	V. Grigaravicius
	65,9
	7,1
	69,5
	4,9

	V. Adamkus
	63,5
	17,2
	60,1
	21,4

	D. Grybauskaite
	59,4
	9,2
	59,4
	9,2

	C. Jursenas
	53,4
	21,4
	57,6
	20,5

	V. Blinkeviciute
	52,4
	17,3
	57,2
	17,9

	V. Uspaskich
	50,3
	24,4
	52,1
	21,7

	A. Brazauskas
	43,1
	33,6
	53,6
	25,9

	K. Prunskiene
	43,0
	30,7
	51,4
	28,9

	A. Paulauskas
	39,7
	34,4
	46,5
	30,0

	L. Linkevicius
	36,7
	12,9
	42,4
	10,6

	A. Valionis
	34,4
	15,3
	37,9
	14,5

	A. Kubilius
	30,4
	35,1
	25,7
	39,8

	A. Monkevicius
	26,0
	13,9
	24,5
	11,9

	J. Olekas
	25,6
	37,1
	28,0
	33,7

	A. Zuokas
	22,4
	42,4
	24,5
	40,9

	G. Vagnorius
	18,7
	40,3
	21,4
	40,9

	V. Greicius
	18,5
	11,9
	17,9
	10,5

	A. Klimavicius
	18,3
	20,3
	18,7
	18,1

	S. Buskevicius
	16,0
	20,9
	15,6
	21,5

	G.Steponavicius
	13,0
	22,5
	17,0
	22,7

	J. Kraujelis
	12,8
	28,6
	14,2
	23,7

	V. Sustauskas
	10,2
	67,3
	10,3
	68,1
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Confidence in Institutions
	 
	September 2004
	 
	July 2004
	 

	 
	Trust 
	Do not trust
	Trust 
	Do not trust

	Education
	69,5
	6
	66
	5,7

	Church
	64,6
	14,9
	63,1
	13,6

	Army
	59,5
	11,2
	62
	9,4

	Sodra
	61,7
	12,5
	60,8
	11,6

	Constitutional Court
	51,6
	15,8
	52,9
	16,2

	Health Care
	47,7
	24,6
	48,6
	22,4

	Banks
	47,7
	24,4
	47,5
	21,7

	Mass media
	51,5
	15,8
	46,2
	22,3

	President
	51,3
	21,5
	44,6
	24,7

	Municipalities
	35,7
	25,3
	36,9
	23

	Police
	31,3
	34,4
	30,1
	34,5

	Government
	24,5
	39,9
	28,5
	33,9

	Courts
	22,9
	33,8
	21,4
	35,8

	Seimas
	11,6
	60,9
	10,9
	57,5

	Parties
	5,5
	68,6
	5,4
	65,3


Valuation of political parties

For which party you would vote
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As before, Labor party remains leading, although it lost 3% during last months. 

Socialdemocratic and New Union coalition increased their rating, as during last opinion poll (in July) they were supported by 11.5 and 3.2 % of voters respectively. 

Paksas coalition gained significant number of supporters, as in July they had only 4%. Liberal and Central Union is in quite serious trouble, as current rating does not guarantee seats in Seimas – in July they had 6%, in September – only 2.8%. 

	 %
	September 2004

	Labour party
	26,2

	Brazauskas and Paulauskas coalition
	16,4

	R. Paksas coalition
	9,8

	Conservative party
	8,6

	K. Prunskienes coalition
	6,8

	Liberal and Central Union
	2,8

	Christian Democrats
	1,6

	Conservative Christians Social Union
	1,5

	Polish Election Action
	1,5

	Lithuanian Socialdemocratic  Union
	1,1

	Lithuanian Freedom Union
	0,1

	Would not vote, does not know
	23,2


More Lithuanian citizens are favourably disposed to EU membership, an opinion poll showed. The survey, commissioned by the European Commission delegation in Lithuania and carried out by TNS Gallup, indicated that as much as 14.9 percent more Lithuanians have an optimistic outlook on EU membership.

New sociological surveys show that four out five Lithuanians support the country's membership in the European Union. 

According to a survey, conducted by Vilmorus, a public opinion and market research centre, 78.2 percent of those surveyed are in favour of the country's EU membership, while 10.4 percent are against it, and 11.4 percent remain undecided regarding the issue. The support of the country's residents for membership in the EU has grown over the past couple of months. In July 75.7 percent of respondents were in favour of joining the European community.

"EU membership grants Lithuania guarantees of political and economic stability, widens the gate to the world, and helps create conditions beneficial to the expansion of the business and social sectors, giving residents hope for a better life," reads a comment by Prime Minister Algirdas Brazauskas on the results of the survey.

Privatisation

The recently privatised National Stock Exchange of Lithuania (NSEL) has been renamed Vilnius Stock Exchange. The bourse reported that the new text of the company's regulations featuring the new name was registered on August 18. 

Vilnius Stock Exchange is controlled by OMHEX, the largest exchange operator in Northern Europe. In the previous year, the National Stock Exchange of Lithuania experienced a y/y growth of 21 percent in income from core activities to 3.37 million litas (0.97 million euros). The net gain of the bourse augmented 2.8 times to 0.34 million litas (97,400 euros) from 2002.

The Lithuanian Privatisation Commission approved the privatization programmes of 73 more state property items at its meeting today. The largest privatisations include a 68.69-percent stake in the state-owned press distribution company Spauda.

According to the State Property Fund, the 432 privatisation transactions made in January-September earned the total of LTL 377 million. The 40 privatisation deals concluded in September brought LTL 3.8 million to the state budget.

Important Legal Acts

The Baltic countries are against the equalization of the minimum profit tax in all European Union countries and see the suggestion as an obstacle to progress and competition.

“With regards to initiatives made by Germany and France to equalize the profit tax, we agreed that we are against the implementation of a minimum profit tax on a European Union-wide level and that, in our opinion, competition in taxation is one the most important elements encouraging progress in the European Union," said Vice-Minster of Finance Vitas Vasiliauskas during a meeting of the finance ministers of the Baltic region in Tallinn.

The Baltic countries also agreed to closer cooperation in the excise sector. A group will set up to formulate a joint excise strategy for the Baltic countries.

During the meeting, Lithuania, Latvia, and Estonia also agreed that all three agree to a strict fiscal policy, and that the EU stability and expansion pact should be applied equally to all EU countries, both old and new.

The Foreign Ministry has proposed revising the law regulating the status of foreign diplomats as some provisions of the law have been contradicting the constitution for 12 years but were only noticed recently. The new amendment would allow the accreditation of foreign diplomats by the president and not the chairman of Parliament, as it was previously. 

Due to presidential and parliamentary scandals, when everyone had a chance to read the transcripts of politicians' private conversations, Parliament has decided to restrict disclosure of operative investigation material including telephone conversations. According to present law, telephone conversation transcripts may be published only after the investigation reaches the court.

After more than one month of disputes during the extraordinary session in August, the Seimas voted to approve the draft law on the control of the financing of political parties and campaigns. The draft law received approval of 50 lawmakers against 6, whereas 14 abstained from voting.

The suggestion by Andrius Kubilius, head of the Conservative faction, to ban political ads on TV had caused biggest discussions in the parliament. Although the parliamentarians voted last week to approve them in one of the hearings, later they rejected the proposal by a thin margin of votes.

It was the parliamentary law department of the Seimas chancellery, which called on the lawmakers to review their early decision saying that the political advertising on TV ban would hardly be put into effect. The Lithuanian branch of the Transparency International and the Union of the Lithuanian Journalists had said the ban would have been premature and not capable to ensure the transparency of the financing of political parties and campaigns.

However, the Seimas has only partly agreed with lifting the ban. The law committee decided to supplement the law by a proposal to the government to work out draft by-laws establishing the prohibition of political ads on radio and TV by January 1, 2005.

The government has assured people with the lowest incomes that it is going to increase the minimum wage. Starting from next year, the minimum wage may be increased from LTL 500 to LTL 600 a month. This year, the minimum wage was already increased by LTL 50. Social Security and Labour Minister Vilija Blinkeviciute's proposal to make a further LTL 100 increase has been supported by Prime Minister Algirdas Brazauskas and other members of the cabinet. The promises are coming just  before elections.

The Lithuanian government has issued a resolution banning the construction of new hydroelectric power stations on 170 rivers and river stretches. Environmental Protection Minister Arunas Kundrotas said the ban is aimed at preserving environmentally and culturally valuable rivers and their habitats.

President Valdas Adamkus signed a law on the regulation of the financing of political parties and campaigns. 

Adamkus noted that parliamentarians paid attention to many of his remarks while approving the draft of the law. MPs took into account the president's suggestions to enlarge the number of institutions that regulate the financing of political parties and campaigns, strengthen the role of such institutions, and limit the amount of money donated by individuals.

According to the new law, neither individuals nor companies will be able to give more than 37,500 litas (10,869 euros) per year to political parties or politicians.

Politicians will no longer be able to accept anonymous donations once the new law comes into force. The identities of individuals who donate up to 100 litas (28.98 euros) do not need to be made public, but the Chief Election Commission and the State Tax Inspectorate will need to be informed. The law will come into force on September 10, in time for the Seimas elections.

Lithuania, as a country which has ratified a convention governing the operations of private employment agencies, is supposed to draft legislation until March of 2005, to ban such agencies from charging fees for employment services to the residents.

According to data from the Lithuanian Labour Exchange, in the previous year, the country's recruitment agencies found employment for 1,400 residents abroad. Another 2,000 job-seekers were recruited as seafarers on overseas ships.

The Russian Government is drafting plans to introduce general inspection of  all imports from the EU. According to the new law, selected independent  inspectors would for three days check Lithuanian products designed for  Russia’s market, and the producers would have to pay for their services. The  Russians say the new measures are aimed at protecting the rights and  interests of their consumers. Lithuanian diplomats in Moscow see this as one more administrative obstacle to Lithuania’s exporters, requiring additional expenses.

Information Technologies

Usage of information technologies in households in the first quarter 2004
Statistics Lithuania reported that according to the household survey data possession of personal computers in households has particularly increased over the recent few years. In 1996 just one household out of a hundred had a personal computer, while over I quarter 2004 – each fourth.

In I quarter 2004 possession of personal computers by households in urban area and those in rural area made up, respectively, 32 per cent and 11 per cent.

The Internet in I quarter 2004 was used by 10.6 per cent of households: in urban area – by each seventh household, in rural area – by two out of two hundred. According to household survey results 2002, just 4.1 per cent of households used the Internet at home, whereas in III quarter 2003 – 7.7 per cent of all households.

More than a half of households (56 per cent) having no Internet connections at home stated that they did not need the Internet at home.  Other important reasons due to which the Internet was not available at home are as follows: expensive equipment and high tariffs for services, a possibility to use the Internet in other places, lack of skills.

43 per cent of persons aged 15-74 used computers. A great share of people using computers were young persons.  90 per cent of respondents aged 15-24 used computers, and just 4 per cent – of those surveyed aged 65-74.

More than a half of all the surveyed (58 per cent) who used the computer over the I quarter 2004, used it daily, and more that one third (36 per cent) – at least once a weak but not daily.  Primarily, working people used computers daily, while the enrolled - at least once a week.

In I quarter 2004 as many as 30 per cent of people aged 15-74 used the Internet (in III quarter 2003 – 27 per cent).  Mostly, pupils and students used the Internet - 85 per cent of the surveyed in this group, while the working people – 31 per cent.  11 per cent of respondents used the Internet at home,  whereas in III quarter 2003 – 9 per cent).

        Households possessing personal computer

        Per cent
	
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004 

	
	
	
	
	
	
	
	
	I quarter
	III quarter
	I quarter

	Households processing personal computer
	1.2
	1.7
	2.0
	3.0
	5.3
	8.5
	12.0
	19.3
	19.9
	25.0


The majority of respondents who used the Internet used it regularly, i.e., at least once a week.  Just each eighth person using the Internet used it more seldom than once a week.  Mostly the Internet was used for connection as well as for reading of newspapers and magazines.

In I quarter 2004 the surveyed who bought or ordered goods and services for their personal needs amounted to 0.7 per cent or made up 2.1 per cent of the surveyed who were using the Internet.

The most common answer (77 per cent) to the question why they did not used the Internet for e-commerce was that there was no need.

Data on the use of information technologies in households were collected after 3928 households from the Population Register and 8494 persons from those households aged 15-74 had been surveyed.  Random sampling was used for selection of households.

Computer retailers expect growth in the PC market, which, however, may be delayed by the bureaucrats' inability to pass an efficient decision on the specific computer parts subject to the tax benefit. Only those who submit their personal income statements will get a refund equal to one-third of the cost that is by the middle of next year only. Most often people, especially lower income groups, want to get their compensation immediately.

According to Infobalt, the Lithuanian association of more than 150  information technology companies, the IT and telecommunications sector is  expected to grow  by 15-20 percent and exceed LTL 1 billion this year. The  major driving force behind market enlargement is the rapid development of  information technologies and their export rather than communications 

services. 

Amber Mobile Teleholding AB, a subsidiary of TeliaSonera, has made an agreement with Juozas Kazickas on the acquisition of his family's 10-percent interest in Lithuania's mobile communication service provider Omnitel. TeliaSonera is to pay USD 63.5 million for the shareholding. The transaction makes it the sole owner of Omnitel. TeliaSonera also controls 60 percent of the fixed line operator Lietuvos Telekomas.

The number of mobile phone users in Lithuania is soaring, with mobile telephony market penetration expected to reach nearly 80 percent by the end of the year. According to preliminary estimates by the Communications Regulation Authority, mobile communication market penetration in Lithuania stood at 79 percent at the end of June, up from 63 percent at the start of the year.

Lithuanian mobile phone operator Bite GSM has acquired new service stations, tripling the throughput capacity for phone calls. The stations were supplied by Hewlett-Packard, which will also recycle the old servers in Germany. The six new servers Bite GSM cost over LTL 1 million.

Two European Bank for Reconstruction and Development funds are planning to take a 35.01-percent stake in the Lithuanian IT firm Alnos Biuro Sistemos. The EBRD's two Baltic investment funds have submitted requests for the acquisition to the Lithuanian Competition Council.

The Lithuanian IT company Compservis has become a distributor of Kyocera Mita, a manufacturer of laser printers and multifunctional equipment. This partnership is expected to boost Compservis' sales by about 10-15 percent.

Lithuania's largest telecommunications company Lietuvos Telekomas is planning to launch television broadcasting and additional video transmission services. The company is planning to use its existing fixed-line telephony and Internet network for this purpose. LT would thus become the first provider of triple play services including phone calls, Internet data and video, which are expected to offset falling revenues from conventional telephony services.
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� EU-15: EU Member States before 1 May 2004.


� EU-25: EU Member States after 1 May 2004.
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