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Political News

Relations between Lithuania and Russia have recently became more tense, after President Valdas Adamkus refused to go to Moscow to mark the 60th anniversary of the victory over Nazi Germany and Russian Ambassador Boris Cepov's said offensive statements about Lithuania in local media.

In an interview to the daily Respublika he said that many decisions are followed by scandals in Lithuania, and he has a feeling that this is not a country but a place for rally of scandal-living brawlers. People run around looking for compromising material, and when they find it they wait for the right moment to publicize it. Then everyone is dirty and happy that none of them is clean. Speaking of recent speculation, particularly from Parliamentary Speaker Arturas Paulauskas, that Russian diplomats were working too close to Lithuanian lawmakers, Cepov said, “That is not politically correct. Our diplomats follow the parliament's rules in their behavior.”

Later Foreign Minister Antanas Valionis mentioned possible deportation of an unidentified Russian diplomat from Vilnius.

The ambassador’s comments come after he wrote an angry response to Lietuvos Rytas, the leading newspaper, after the paper speculated that Cepov sent wrong information to Moscow assuring that Adamkus will take Putin proposal to go to Moscow for the May 9 Victory Day celebrations.

President Vaira Vike-Freiberga, contrary to her Lithuanian and Estonian counterparts, has agreed to go to Moscow to take part in the ceremonies.

Before coming to Moscow, George Bush visited Riga where he met all presidents of Baltic States. This visit gave Moscow a signal that Baltic States will be backed up by USA in their political discussions on occupation and outcomes of World War II with Moscow. 

However, political scientist Raimondas Lopata has different point of view. He thinks that U.S. president’s visits to Latvia and Georgia would send misleading signals to Russia by clearly pointing to the countries that are the weakest in the process of establishing relations between the West and the East. In his opinion, the West is penetrating the East to make it open for democracy but actually does nothing to prevent Russia's attempts at restoring its economic, cultural and political influence in the post-Soviet territories and Central Europe.

Members of Seimas sent a letter to the U.S. Senate and the House of Representatives asking them to remind Russia of its responsibility for the war crimes and damages done by the Soviet occupation. The letter, initiated by the opposition Homeland Union (Conservatives) and signed by 40 Seimas members, asks American lawmakers to convey to U.S. President George W. Bush Lithuania's hope that by commemorating the victory of the Soviet troops over Nazism with Russia's President Vladimir Putin in Moscow on May 9, Bush will remember to remind of Russia’s responsibility for the war crimes and harm done by the Soviet occupation. 

On 31 March – 1 April, a delegation led by EP President Josep Borrell visited Lithuania. 

During the visit, Josep Borrell met with President Valdas Adamkus, Parliamentary Speaker Arturas Paulauskas, Prime Minister Algirdas Brazauskas and Foreign Minister Antanas Valionis. Issues discussed were ratification of the EU Constitutional Treaty, financial perspective, and EU Eastern neighborhood policy. 

Josep Borrell said during a briefing at the Parliament that by their assistance to the peaceful solution of the crisis in Ukraine, Lithuania and Poland have shown Europe that the developments in the East are important in the context of the EU's stability. According to the EP Chairman, by being the first to ratify the Constitution for Europe, Lithuania greatly contributed to the overall process of ratification. This was Josep Borrell's first visit to Lithuania in the position of the EP's Chairman. 

On April 12 President Valdas Adamkus delivered the traditional state-of-the-nation address to Seimas. The address emphasized the lack of civil and political maturity in the country, the obstacles to economic development and the unfavorable demographic situation.

The previous annual report of the president was delivered two years ago. It was done by President Valdas Adamkus, at that time serving his first term in office.

Lithuanian presidents have been giving annual reports since 1993. Last year, the event did not take place due to the impeachment of President Rolandas Paksas.

President Valdas Adamkus said the nation faces three big challenges – creation of a civil society, consolidation of social justice and prevention of the nation’s population demise.

“The first challenge we are faced with is political alienation, a lack of civil and political maturity. The second is obstacles to rapid economic growth and a lack of social justice and solidarity resulting from this. The third challenge is the diminishing of the nation, accompanied by uncontrollable demographic and emigration processes,” he said.

In order to prevent an increase in emigration and a demographic crisis, Adamkus is urging lawmakers to create a civil society, to overcome backwardness and restore citizens’ self-confidence.

“Lithuania now sees its towns are becoming empty. A considerable number of people are starting to have doubts about the future in their country and are not linking their life and the life of their children with Lithuania any more,” Adamkus said.

In the president’s words, talented young people are emigrating, and the country is losing its future labor force and many intelligent people. He said that demographic forecasts are warning that in a few decades the number of Lithuanian residents will be well below 3 million.

Adamkus also urged his compatriots to use the “historic chance” to become a regional cooperation, an advocate of the development of democratic values and security.

“We have to solidify Lithuania as a European Union and NATO state, an active policy and inter-regional cooperation center. An active foreign policy is the key to the security and welfare of our state and citizens. It will not be a success if Lithuania is on the edge of Europe, if our neighbors live worse than we, if our citizens do not feel full-fledged Europeans,” he said.

“Lithuania must be a firm advocate of the development of Western democratic values and security, which supports countries seeking to take the European path. Further expansion of the European Union and NATO is of importance to us. I have no doubt that such a firm position of Lithuania meets the expectations of most of our partners in Ukraine, Moldova and South Caucasus countries,” Adamkus said.

Valdas Adamkus urged the country's politicians and the society to work together toward achieving common goals, one of which could be to catch up with the EU’s average economic development level within 15 years. 

According to Valdas Adamkus, this goal could be reached by establishing a tax and business regulatory climate conducive to economic development, by further improving investment conditions and by ensuring effective and well-coordinated work of all government institutions.

Right-wing opposition applauded the speech, but they said it lacked a conception of their implementation and more severe criticism of the government. “I am glad to see that the president formulates those challenges in a similar way, but I missed a more conceptual vision of how to respond to them,” Conservative Andrius Kubilius told journalists. In his words, “the most important remark by the president was that about the threat of oligarch rule.”

The ruling coalition did not view the president’s remarks as reproaches. 

Analysts refer to the president’s statements as precise and timely. According to them, the speaker has touched upon the country’s most urgent problems, but has failed to propose solutions for all of them.

On June 14, the government should also deliver its annual activity report. Prime Minister Algirdas Brazauskas already presented a report on the government's activities in 2004 to the Seimas. According to him, the government implemented its principal priorities, including EU and NATO membership. 

The annual activity report is presented by the prime minister, who then has to answer the questions of MPs.

Commenting on the resignation of Finance Minister Algirdas Butkevicius, analysts and politicians refer to it was a decision of principle. He did not agree with conception of tax reform and earlier had disagreements with Minister of Economy Uspaskich on policy of distribution of European Funds. 

The outgoing Finance Minister Algirdas Butkevicius is one of the main figures in the Social Democratic Parties and the ruling coalition. According to analysts, his withdrawal will make tax reform more difficult and may influence survival of the whole coalition. Experts claim that the implementation of the draft tax laws proposed by the coalition would lead the country into a financial crisis. Mr. Butkevicius was a strong opponent of the solidarity tax assessed from income.

The Lithuanian government presented one more version of taxation reform plan. The income tax rate will next year be cut from 33 to 27 per cent. However, next year natural persons will have to pay a new real estate tax if they use their property for commercial purposes. Companies will have to pay a solidarity tax, which replaces the road tax.

The prime minister said the reform aims at solving social issues, gradually reducing citizens’ tax burden and thus increasing people’s income.

However, neither experts nor politicians can yet say what new taxes will take effect in Lithuania in January next year. It seems that the tax reform proposal is returning to stage one after several attempts to reverse it. Social Democrats recently stated hat the parliament would consider the possibility of levying an additional tax on profit rather than sales. Meanwhile, experts say that, whilst the tax reform farce continues, some LTL 1 billion in profits generated by foreign direct investments will go abroad due to unstable tax policy.

Prime Minister Brazauskas proposed Transport Minister Zigmas Balcytis to become Minister of Finance. After a meeting with Zigmas Balcytis on May 13, President Valdas Adamkus decided to appoint him the minister of finance and sign a decree on Mr. Balcytis' appointment.

Local governments will have approximately one month to make a final decision concerning the management of business information centers.

At a meeting with the heads of the local governments, Economy Minister Viktoras Uspaskich offered three options concerning the administration of the business centers.

The first option was the Economy Ministry taking over the management of the information centers. The second was for local governments to take over the administration of these centers themselves. The third option involves local companies becoming partners in these centers. The local government leaders also suggested a fourth option -- leaving the management of the business information centers the way it is.

Uspaskich earlier said that the management of the business information centers was not effective, and therefore businesspeople should get involved in their administration. The Lithuanian Confederation of Employers, which was earlier headed by Uspaskich, was one of the companies that received a proposal to become a partner in these centers.

Political opponents of Uspaskich were concerned that, with the help of state money, this party would strengthen its influence if the Confederation of Employers got involved in the management of these centers ant they can be used during election campaigns in favor of Labor Party.

In Lithuania, there are 49 business information and consultation centers and seven business incubators. The Ministry of the Economy, which usually controls about 80 percent of these public institutions, intends to allocate 4.2 million litas to finance them this year. At the present time, every partner in the business information centers, irrespective of the amount of their contribution, has one vote.

The right-wing Seimas opposition has stated that suspected scheming in the distribution of EU aid under the SAPARD programme should be investigated not only by the European Commission, but also a special Seimas commission. The idea to set up a special commission was put forward by Liberal Center Union and Conservative MPs in response to a report by the State Audit Office that the companies Krekenavos Agrofirma, 

Krekenavos Mesa and Kauno Grudai might have been allocated LTL 10.5 million more in SAPARD aid than the law permits. Minister of Economy Uspaskich and Seimas member Alfredas Pekeliunas have interest in the companies Krekenavos Agrofirma and Krekenavos Mesa.

Economy Minister Viktor Uspaskich was also accused of having entered into a conflict of private and public interests. Documents prove that he protected meat plant Krekenavos Agrofirma when he coordinated actions with the mayor of Moscow on establishment of a joint venture in the Russian capital. When the political scandal erupted, UAB Eksimeta showed surprise. This company had already invested LTL 3 million in the project that the minister is negotiating with Moscow. 

This accusation also will be investigated by Seimas commission. 

Some changes have started in the Lithuanian diplomatic service. They will be made in the country's diplomatic representations in the European Union, the UN office and some other international organizations located in Geneva and Ireland.

The government decided to ask the president to appoint Rytis Martikonis the country's permanent representative for the EU. He is expected to replace Oskaras Jusys.

Also, the Cabinet of Ministers has suggested appointing the Consul General in St. Petersburg, Eduard Borisov, the Lithuania's ambassador in the country's permanent representation under the UN office and other organizations in Geneva. As of now, the Lithuanian interests there have been represented by Albinas Zdanavicius.

Also the government wants the president to appoint Izolda Brickovskiene the Lithuania's ambassadress in Ireland.

The prime ministers of Lithuania, Poland and Estonia presented a joint letter to the European Commission, proposing an Amber Project of a new gas pipeline from Russia to Germany on land via the Baltic States. Meanwhile, the Russian gas giant Gazprom wants to build its new pipeline on the bed of the Baltic Sea. Baltic States expressed conviction that the European Commission would take due notice of this initiative and would ensure the support of other EU member states and Russia toward this project. 

Vilnius hosted important international event – NATO Conference, the first that took place not in Brussels. Foreign ministers of 26 NATO countries, Jaap de Hoop Scheffer, the secretary general of NATO, Condoleezza Rice, the US secretary of State, Javier Solana, the high commissioner of the European Union for foreign and security policy, Russian Foreign Minister Sergei Lavrov; Ukrainian Foreign Minister Boris Tarasuk gathered in the Lithuanian capital. 

The forum discussed security policy, future challenges for NATO, and peacekeeping operations in the Balkans, Afghanistan, and Iraq. 

About 500 foreign guests and more than 300 overseas journalists came to this event.

The Provincial Reconstruction Team's base with some 70 Lithuanian troops is scheduled to start operating in June and to achieve full operational capacity and expand to up to some 150 troops by October. Latvia, Denmark, Sweden, Iceland and other countries have promised to assign their troops and civil specialists to the Lithuania-led team. 

The objective of the Provincial Reconstruction Team will be to work together with Afghan Armed Forces in ensuring security in the province, strengthening the influence of the local Afghan authorities, supporting police efforts in combating crime and poppy-growing, providing conditions for activities of international humanitarian and non-governmental organizations. 

Lithuanian Defense Minister Gediminas Kirkilas informed that after Poland withdraws its peacekeepers from Iraq at the end of this year, Lithuania will move its troops serving in the Polish division to the British-controlled sector in southern Iraq. 

"The withdrawal of Polish forces from Iraq at the end of this year should have no effect on our plans. We are planning to have our contingent in Iraq in 2006 as well. We will ask for permission from the Parliament for this," Gediminas Kirkilas said. 

In the Minister’s words, some 50 Lithuanian troops serving in the Polish multinational division near the city of Hillah in the province of Babylon, central Iraq, will be moved to southern Iraq. About 50 Lithuanian troops serve in the Danish battalion in the British-controlled sector in the province of Basra. "I think that after the UN Security Council's mandate for the mission in Iraq expires at the end of this year, the mission will change, it will become similar to the NATO-performed mission of training Iraqi forces," Gediminas Kirkilas said. 

The Lithuanian Ministry of Foreign Affairs and the US Embassy in Vilnius have presented the US visa waiver plan for Lithuania. The embassy and the Lithuanian Government are obligated to set up an official consular working group, which will hold regular meetings to discuss the waiver process.

While on a visit in Kaunas, Chinese Ambassador Yang Xiuping invited companies to attend the investment and business trade fair in China this autumn. Ms. Xiuping met with the city government to discuss the two countries' cooperation in the spheres of business, culture and education.

Economy

The Finance Ministry has adjusted its macroeconomic forecast for the period of 2005-2008. According to its projections, the GDP growth rate should be 7 pct this year, 6 pct in 2006, 5.3 pct in 2007 and 6.8 pct in 2008.

Lithuania's state budget revenues are projected at LTL 15.908 billion in 2006, including allocations from the EU budget. Meanwhile, the national budget revenues, which also include municipal budgets, are targeted at LTL 18.07 billion or 24 percent of GDP. The Cabinet of Ministers approved the preliminary budget blueprint submitted by the Finance Ministry. 

In April this year, state budget revenues came to LTL 1.083 billion, including EU allocations, the Finance Ministry said. Excluding EU funding, the monthly budget revenues were LTL 929 million, almost as much as planned.  

Analysts of the bank NORD/LB Lietuva have presented Lithuania’s macroeconomic review. They say the country’s economic growth has slowed down. The greatest drag on the development is the insufficient FDI. “Latvia has outpaced us, and there are many signs showing that GDP growth will continue to fall,” noted Vadimas Titarenka, advisor to the bank’s president.

Nordea bank foresees such economic indicators for Lithuania, Latvia and Estonia:
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Statistics Department of Lithuania reported that according to provisional estimates, based on available statistical data and econometric models, gross domestic product (GDP) over the 1st quarter of 2005 totaled LTL 14920 million at current prices and, as compared with the 1st quarter of 2004, calculating at constant prices of 2000 increased by 5.5 per cent. 

Over the 1st quarter of the current year more value added was generated almost in all economic activities, especially in activities related to consumption. The most rapid increase in the value added over the 1st quarter was observed in activities of hotels and restaurants (14.4 per cent more than a year ago) and wholesale and retail trade (9.1 per cent). Although the rise in value added in industry and construction calculated at current prices is rather high, due to the price increase real growth in the value added is lower than in the overall economy. 

Over the 1st quarter of 2005 the per capita GDP was LTL 4356. This was by 5.8 per cent more than over the respective period of the previous year (at constant prices).

GDP, compared to the corresponding period of the previous year, at constant prices of 2000 
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Since 2000, GDP less seasonal and random fluctuations against the previous quarter has been constantly growing, although the growth has started slowing down.

GDP changes
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4 % inflation was registered in April. 

Prices for consumer goods and services in April 2005 as compared with March went up by 0.4 per cent. The same price change was also registered over the respective period of the last year. Annual inflation in April 2005 (April 2005 as compared with April 2004) made up 3.2 per cent (in April 2004 against April 2003 a 0.6 per cent deflation was observed).
The below diagram presents monthly price changes of consumer goods and services for the period of April 2004 –April 2005 as compared with the previous month. 
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Changes in prices for consumer goods and services April 2005 
(per cent)

	Commodity and service group
	Specific weight 
in total
 consumption expenditure
	Growth, drop (-); 
April 2005 against 

	
	
	March 2005 
	2004 

	
	
	
	December
	April

	Total CPI
	100.0
	0.4
	1.0
	3.2

	Food products and non-alcoholic beverages
	28.4
	0.2
	1.8
	5.9

	Alcoholic drinks and tobacco products
	7.6
	-0.1
	-0.2
	0.1

	Clothing and footwear
	8.6
	2.1
	-4.3
	-2.3

	Housing, water, electricity, gas and other fuels
	12.4
	0.1
	4.1
	4.6

	Furnishings, household equipment and routine maintenance
	5.7
	-0.0
	-0.3
	-2.4

	Health care
	4.9
	0.4
	1.8
	9.4

	Transport
	10.4
	1.2
	3.7
	7.7

	Communications
	5.0
	-0.4
	-1.8
	-2.4

	Recreation and culture
	5.8
	-0.2
	+0.0
	-2.2

	Education
	1.4
	0.0
	-0.4
	-0.3

	Hotels, cafes and restaurants
	5.0
	0.2
	1.2
	3.4

	Miscellaneous goods and services
	4.8
	0.3
	-2.5
	2.2


In March 2005 the current account deficit (CAD) in the country's balance of payments contracted by LTL 245.7 million, reaching LTL 156.7 million, month-on-month. This contraction was mostly determined by the narrowing of the foreign trade deficit and a higher surplus of the balance of current transfers.

In 2004, the state's current account balance made up LTL 4.44 billion, which is 7.2 percent of the Lithuanian GDP. Compared with 2003, the deficit increased by LTL 587.5 million or 15.2 percent, the Statistics Department said.

According to preliminary customs reports and Intrastat data, Lithuania's foreign trade deficit in the first quarter was LTL 1.522 billion. The foreign trade gap has shrunk by 14.1 percent year-on-year, the Statistics Department reported. During the three months, Lithuania's exports and imports came to LTL 6.769 billion and LTL 8.291 billion, respectively, going up 22.6 percent and 13.7 percent year-on-year, respectively.

Foreign direct investment (FDI) in Lithuania soared to 2.15 billion litas in 2004, from 552.2 million litas in 2003, the central bank has informed. 

Foreign investment in equity amounted to 874.7 million litas, reinvestment to 1.14 billion litas, and privatization proceeds to 114.8 million litas. At the end of 2004, cumulative FDI in Lithuania reached 16.19 billion litas and FDI per capita stood at 4,727 litas. 

The manufacturing sector received the biggest portion of the FDI last year, at 1.176 billion litas, followed by the utilities sector with 261.4 million litas, wholesale and retail trade with 246.4 million litas and banks and other financial intermediaries with 221.1 million litas. 

The manufacturing sector accounted for 34 % of the cumulative FDI as of late 2004, wholesale and retail trade for 16 %, financial intermediaries for 14.4 %, and transport, warehousing and telecommunications for 14.3 %. 

The largest investor was Denmark with 15.2 % of FDI, followed by Sweden with 15.0 %, Germany with 11.4 %, Russia with 8.4 %, Finland with 7.8 % and Estonia with 7.6 %. 

The EU-25 accounted for 76.3 % of the total investment, the EU-15 for 63.7 % and the CIS for 8.7 %. 

Lithuanian retail sales grew by 6.8 % year-on-year in the first two months of this year. 

Excluding motor sales, the annual growth was 7.5 %, the Statistics Department has reported. The aggregate turnover of retail enterprises reached 2.904 billion litas (VAT excluded) during the two months. 

The aggregate turnover of restaurants, bars and other catering establishments increased by 22.6 % year-on-year to 102.2 million litas in January-February. 

Lithuanian retail sales grew by 9.3 % in 2004 compared with 2003 to reach 19.613 billion litas.

Lithuania received 2.273 billion litas in revenue from incoming tourism in 2004, some 17 % more than in 2003, according to the preliminary data from the Bank of Lithuania. 

Foreign tourists spent 1.994 billion in the country in 2003. 

The total number of guests in the country's accommodation establishments rose by 32 5 % to 1.12 million in 2004, of them, 590,000 or 53 % were foreign visitors. 

Hotels and other accommodation establishments in Vilnius posted a 42.7 % rise, to 378,200, in total guest numbers last year. The number of foreign guests surged by 45.6 % to 221,200.

The report of the European Commission on the innovation policy in Europe in 2004 dispels all myths about cheap and skilled labor force as Lithuania’s advantage, and indicates that its qualifications are low. According to the EC, only 1.7 pct of the country’s population is employed in the sphere of high quality services. Experts advise Lithuania to make continuous investments in employee training and upgrading of their skills.

The banks Hansabankas, Nordea Bank Lietuva and Sampo have issued a syndicate loan of LTL 640 million to Vilniaus Akropolis, a real estate arm of the retailer VP Market. The loan and the company’s own funds will be used for the construction of new shopping and entertainment centres Akropolis in Kaunas and Klaipeda. The mall Vilniaus Akropolis received the total of 11 million visitors last year.

The negotiations between the collapsing Russian oil group Yukos and the Lithuanian government on the future of Yukos shares and options in the Lithuanian Mazeikiu Nafta refinery are expected to be completed in the coming weeks. However, negotiators are still refusing to reveal whether Lithuania will manage to regain control of the oil refinery. 

The Lithuanian oil refinery Mazeikiu Nafta will get oil from the Russian oil concern Lukoil and other suppliers. Lithuania has already signed oil supply contracts with them for the 2nd quarter of 2005. Lukoil should supply 600,000 tones of oil. 

The oil refinery Mazeikiu Nafta expects strong financial results this year due to the favorable difference in the prices of raw materials and oil products. Last year company refined 8.66 million tones of oil, earning a net profit of LTL 722 million. According to the company’s CEO Nelson English, the particularly good results of 2004 can be attributed to the larger supplies from Russia and the price margin beneficial for the refinery. MN’s profit target for 2005 makes up LTL 244 million.

Oil refinery Mazeikiu Nafta has signed a contract with an international energy, trade and oil refining company Vitol SA on uploading of 7 million tones of oil via the Butinge terminal. Vitol SA operates in Switzerland and the UK and has offices throughout the world. It is one of the biggest and most influential independent market players.

Ignalina Nuclear Power Plant (INPP) is to receive 9 million litas for the maintenance of its Unit One, which was shut down at the end of 2004. The board of the power plant Decommissioning Fund allocated the money for this purpose. The INPP spent this amount of money to maintain the closed reactor during the first three months of this year. 

There was 228.4 m litas in the fund at the end of 2004. The Economy Ministry Secretary Arunas Dainius said that the EU should provide 9 million Euro for Unit One maintenance in May. No work is currently being performed at Unit One, apart from controlling the reactor's parameters. 

The International Ignalina Decommissioning Fund, which is administered by the European Bank for Reconstruction and Development, currently has roughly € 340 million, including accrued interest.

Lithuania is lagging behind its wind energy development plan and may fail to comply with the EU requirement of generating 7 percent of green energy from wind and water within the coming five years. According to the schedule of the Ministry of Economy, the country was supposed to have several wind power plants with the aggregate capacity of 22 MW already last year. However, the total capacity of the few wind power plants operating today is less than one megawatt.

Prime Minister Algirdas Brazauskas is worried about the stalled construction of the power bridge to Poland. He has proposed to redirect the funds to the development of a power line to Sweden instead. However, recently Poland informed that it is interested in this project and will speed up related works. According to Rymantas Juozaitis, CEO of the power utility Lietuvos Energija, the shutdown of the Ignalina nuclear power plant is dangerous if the country fails to build a line to the West by the year 2010.

Some real estate market experts say that, in spite of the government's plans to introduce a real estate tax, property prices will continue booming. However, other economic analysts believe that such forecasts may have a hidden agenda as real estate agencies seeking to artificially stimulate the real estate market.

The first signs of a wave of a trend of customer insolvency have appeared on Lithuania's exploding mortgage loans market. There are increasingly more people who are forced to sell their homes as they are unable to repay bank loans. Bankers say insurers and debt recovery firms are already speaking of a trend of client insolvency.

Many Lithuanian citizens, led by an optimistic outlook on the economy and labor market prospects, are borrowing more on the hope that their financial situation will improve in the future. The consumer confidence index in March was minus 6, two points lower than in February, but four points higher year-on-year. According to statistics, 23 percent of the population expects an improvement in their personal finances this year, up from 20 percent a year earlier, while the number of pessimists stays unchanged.

The German tire and car part manufacturer Continental is considering construction of a new tire plant in Lithuania. Manfred Wennemer, CEO, said the company was planning to invest EUR 860 million into new technologies and expansion in the regions with cheaper labor force.

The Russian concern Deko wants to invest LTL 3 billion in a Greenfield site in Lithuania to construct a pulp plant, but their plans are blocked by state officials. Forest workers describe this as short-sightedness. They say the argument of the officials that pulp plants are highly polluting seems weird. The Russians may be forced to use modern technologies which would be environmentally friendly, they say.

Lithuanian Railways and a consortium of three companies will sign a contract on LTL 92.5 million project. The consortium of three companies - German Siemens AG, Finnish Siemens OY and UAB Siemens Lietuva - will modernize railway automatics, telecommunications and power supply systems in the route Siauliai - Klaipeda.

The Ministry of Transport is intending to conduct a study whether Lithuania needs a new airport and where it should be erected. The study will be conducted this year. A new airport would help handle passenger flows more efficiently.

A meeting of representatives of Kaunas airport, Vilnius and Kaunas municipalities and other institutions decided to offer the cheap flight company Ryanair to launch first flights from Kaunas airport in autumn this year. Delegation from the Irish company Ryainair comes to Lithuania to negotiate its entry to the Lithuanian market.

The company Autounija has become the second dealer of Hyundai automobiles in addition to Vytaras in Vilnius. According to Autounija's founders, the Finnish group Simetron and the Lithuanian company Automobilis, Autounija is looking for partners to set up a maintenance network in Lithuania.

One of the country’s leading retailers Iki is organising a network of discount stores Leader Price in Lithuania. The company is promising orders for products with this private label to local businesses as well. According to management, the most likely candidates for the suppliers of the low-priced chain could be producers of groceries and beverages. 

European Funds 

The government has set up a commission for developing a strategy and action plan to utilize assistance of the European Structural Funds in 2007-2013.  Mr. Rolandas Krisciunas, secretary of the Finance Ministry, has been appointed chairman of the commission.

According to Dalia Grybauskaite, EC Commissioner for financial programming and budget, Lithuania was ready to take the advantage of the funding offered by the European Union. Her conclusion is based on the fact that the amounts received from the EU over the first year of Lithuania’s membership (LTL 1.65 billion) exceeds its payments (LTL 407 million) to the Community budget about four times. “At present we can judge only about the quantity, while the quality will become obvious later,” claimed Ms. Grybauskaite.

The National Payment Agency has paid Lithuanian farmers LTL 486 million in EU subsidies for crop areas declared for last year and has earmarked LTL 100 million more for 2005. Lithuania has received 238,000 crop area declarations, the largest number among the new EU member states. The head of the National Payment Agency, Saulius Silickas, said the farmers have declared a total of 2.55 million hectares.

Nearly EUR 44 million has been allocated from the EU Cohesion Fund for water treatment facilities in the lower reaches of the Nemunas River basin. The money will be used to renovate or build 10 water treatment facilities in seaside cities and settlements and to upgrade sludge treatment facilities.

The EU regional policy commissioner, Danuta Hubner approved the allocation of funds for several water supply and waste water treatment projects in the lower reaches of the Nemunas River in Lithuania and the city of Klaipeda, the Finance Ministry said. EUR 13.694 million will be allocated from the EU Cohesion Fund, with another EUR 3.26 million and EUR 4.782 million to be contributed by the Lithuanian government and Klaipedos Vanduo water company.

Falling behind the schedule in approving its regional policy strategy, the Lithuanian government has distributed EU aid in small parcels among local authorities across the country. Experts say that if the Regional Policy Strategy until 2013 is not finalized on time, Lithuania may miss an opportunity to receive aid from the EU for this purpose in the new financial period. Following long deliberations, the draft strategy currently envisages five economic development centres - Alytus, Marijampole, Taurage, Telsiai and Utena. Meanwhile, there are 12 such regional centres in Lithuania's territorial development plan.

Officials of the Ministry of Economy say the complaints of businessmen whose applications for EU assistance have been rejected are groundless. After the first evaluation some of the businessmen have presented claims about their rejection, accusing the evaluators of the lack of objectiveness and failure to explain the reasons of such decision. According to the Ministry of Economy, every third company whose application for EU assistance has been rejected is trying to seek justice. Although some of the applications are examined for a second time, authorities say the best way is to correct and resubmit the requests.

The ministry has already received 18 official complaints, of which seven have been examined. None of the complaints has been recognized justified.

The Lithuanian Economy Ministry has recommended allocating LTL 6.741 million in EU structural aid to printing house operator Garsu Pasaulis. The recommendation was issued after a second hearing, following a refusal by GP to accept a smaller allocation earlier.

In the autumn of 2007, a universal sports arena should be constructed in Panevezys with the construction value of LTL 63 million. An Olympic standard bicycle track should be installed in the arena, because in this part of Europe, there are no such tracks.

The state enterprise Registru Centras, a center of state registers, has received LTL 3.153 million in EU structural aid for a major IT project. Center will use the money to establish an electronic real estate register and cadastre system.

Privatization

In April, 43 privatization transactions worth LTL 15.072 million were concluded in Lithuania. A total of 14 state-owned stakes and facilities were sold for LTL 11.121 million, in addition to 29 municipal property items that collected LTL 4.581 million, the State Assets Fund said.

Privatization experts say investors are increasingly often bidding in privatization tenders only in order to get title to the privatized firm's land. Meanwhile, the state continues selling loss-making enterprises at token prices despite the high market value of their land plots, experts said, adding that shrewd investors immediately turn such plots into construction sites, building high-rise apartment or office blocks. Experts are voicing their surprise at the government's unwillingness to let such plots of land or at least sell them at market prices.

Lithuania's State Property Fund has concluded a peace treaty with Asean Interests, a Hong Kong company in liquidation and former shareholder of Alytaus Tekstilė, the largest domestic cotton textile producer. 

"By concluding the peace treaty the parties have obliged to refrain from any claims against each other in future," SPF said. On 29 March SPF called off its claim against Asean Interests and gave up its intentions to recover 1.545 million litas in interest and forfeits on failure to implement obligations assumed with the privatisation of Alytaus Tekstilė. In exchange, Asean Interests will refrain from any attempts to regain lost 47.31 % of shares in Alytus based company. 

The state currently owns 66.29 % in Alytaus Tekstilė, while Estonia-registered Tolaram Investments controls 22.16 % in the textile producer. 

In March 2005 the passenger flow of the national air carrier Lietuvos Avialinijos went up 70.9 pct y-o-y, reaching the total of 38,727 passengers. Last month the company made 417 regular and 18 charter flights.

The initial price of the 100 percent of the LAL stock has been evaluated at LTL 9.3 million, and the potential investor will be required to invest at least LTL 10 million within two years.

Scandinavian air carrier SAS Group has acquired the privatisation dossier of Lithuanian Airlines, but later stated that it will not participate in the tender. 

According to preliminary reports, there are three potential contenders to privatize the national carrier Lithuanian Airlines: a consortium of Fima, Aurela and Tez Tour, freight forwarding company Arijus and a consortium of Novaturas, Kautra and Hermis Capital. 

Passenger numbers at the Vilnius International Airport, the largest in Lithuania, jumped by 43.8 % year-on-year to 231,000 in the first quarter of this year. 

Annual passenger traffic at the airport grew by 38.1 % to 994,200 in 2004. Passenger numbers are expected to rise by 25 % to more than 1.2 m this year. 

The Vilnius airport, which is 100 % owned by the state, posted a 29.4 % growth in net profits to 16.4 m litas last year, as its revenue rose by 37.9 % to 78.6 m litas. 

It accounted for 90.6 % of all passenger traffic at Lithuanian airports and 70 % of all flights.

Upon acquiring the export and import insurance company Lietuvos Eksporto Ir Importo Draudimas (LEID) in a privatisation deal, the Austrian insurer OKV Coface is promising new markets and products to Lithuanian enterprises. OKV Coface is planning to provide credit insurance services for the Baltic markets from Vilnius. LEID should become a branch of the Austrian insurer under the name Coface Baltic.

Important Legal Acts

Direct mayor elections may be introduced in Lithuania prior to municipal elections in 2007. The parliamentary Public Administration and Municipal Affairs Committee prepared the necessary amendments to the constitution and legal acts which should be submitted to the government in the near future.

Russian Duma ratified treaty with Lithuania on double taxation of income and capital and avoidance of fiscal violations that was being postponed for 6 years. People in construction business rejoiced over their ability to save –Lithuanians working in Russia will not have to pay income tax twice. Yet taxation experts cool their enthusiasm down and explain that income tax will not be reduced because of the treaty signed.

On 15 March, the Lithuanian Parliament approved a Conservative Rasa Juknevičienė-initiated resolution proposing to build a monument to March 11 - the restoration of Lithuania's independence from the Soviet Union -- at the Independence Square near the Parliament. "Each of us who attended 11 March events felt that those 15 years had highlighted the importance of 11 March and the further we are from 1990, the more we will realize the significance of this day," Rasa Juknevičienė said presenting her proposal at the Parliament. 

The MP noted that the resolution was a recommendation to the Government to allocate funds for building the monument and suggests Vilnius City Municipal Council to settle the issue of putting up the monument at the Independence Square. The Seimas approved the resolution and charged the Parliamentary Committee on Education, Science and Culture to improve it.

The Bank of Lithuania has developed a draft law on the introduction of the euro which provides for maintaining the present EUR-LTL exchange rate when the new currency is launched and authorizes banks to exchange money free of charge for a certain period of time. The Lithuanian citizens are advised to keep their money in bank accounts – this way, the Lithuanian currency will be automatically converted into euros, just as company funds in banks will. With the euro adoption coming up, the Bank of Lithuania plans to give every adult citizen of the country an electronic calculator as a present. Lithuania will not be the first to do this, as calculators were handed out in many other countries as well before introducing the euro. In some countries that was done by the central bank, and in others this initiative was sponsored by businesses.

Country’s commercial banks will have to exchange litas into the euro free of charge for 6 months, shops and service companies will have to set prices in both currencies before the introduction of the euro and 2 months after. Business people say they saw substantial drawbacks of the draft and intended to submit their comments very soon.

Public Opinion Polls

Adamkus holds leading position in the list of the most popular politicians, while number of supporters of Viktor Uspaskich is decreasing. However, his party is able to keep firm leadership. Prunskiene as well as her Agricultural party is loosing popularity, now taking only 5-th place in the list of parties. 

Which Lithuanian politician represents people's interest the best
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	May 2005
	April 2005

	Valdas Adamkus
	23.0
	23.8

	Viktor Uspaskich
	11.7
	14.8

	Algirdas Brazauskas
	11.7
	12.4

	Vilija Blinkeviciute
	9.2
	9.2

	Arturas Paulauskas
	8.1
	6.9

	Ceslovas Jursenas
	6.9
	6.9

	Andrius Kubilius
	5.8
	5.5

	Kazimiera Prunskiene
	5.6
	8.6

	Rolandas Paksas
	5
	6.6

	Vytautas Lansbergis
	4.2
	3.7

	Vytautas Grigaravicius
	3.0
	3.2

	Julius Veselka
	2.4
	1.3

	Arturas Zokas
	1.6
	1.4

	Dalia Grybauskaite
	1.5
	2.2

	Antanas Valionis
	1.4
	1

	Eugenijus Gentvilas
	1.3
	1

	Algirdas Butkevicius
	1.2
	0.2

	Petras Austrevicius
	1
	 

	Rasa Jukneviciene
	1
	1.3

	Aloyzas Sakalas
	1.0
	1.0


Valuation of Politicians
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	May 2005
	 
	April 2005
	 

	 
	Positive
	Negative
	Positive
	Negative

	V. Grigaravicius
	68.3
	5.6
	69.4
	4.9

	V. Adamkus
	68.1
	15.9
	66.5
	14.2

	V. Blinkeviciute
	64.3
	14.0
	62.1
	14.0

	C. Jursenas
	58.8
	17.6
	59.3
	15.5

	K. Prunskiene
	52.2
	23.2
	51.9
	22.3

	A. Paulauskas
	46.2
	28.2
	42.1
	28.7

	V. Uspaskich
	44.1
	30.1
	45.9
	25.2

	A. Valionis
	41.6
	14.6
	33.8
	17.1

	A. Brazauskas
	40.0
	39.4
	41.0
	35.4

	A. Kubilius
	32.2
	36.2
	32.1
	34.9

	R. Paksas
	29.9
	43.6
	29.7
	42.3

	A. Butkevicius
	28.1
	15.8
	19.1
	21.7

	G.Steponavicius
	25.0
	17.4
	22.6
	20.0

	G. Kirkilas
	23.8
	23.8
	24.1
	22.4

	A. Zuokas
	22.1
	41.5
	22.1
	44.9

	Z. Padaiga
	19.0
	26.5
	14.0
	25.0

	V. Greicius
	16.8
	7.9
	18.6
	10.0

	A. Klimavicius
	15.0
	19.5
	13.9
	19.0

	V. Muntianas
	12.4
	25.8
	12.6
	22.5

	A. Kundrotas
	12.0
	11.2
	10.5
	11.2

	Z. Balcytis
	11.7
	8.3
	11.1
	8.3

	V. Gedvilas
	9.5
	11.3
	 
	 

	A. Pekeliunas
	7.4
	37.6
	5.4
	39.4

	V. Prudnikovas
	7.1
	43.0
	6.7
	42.6

	R. Motuzas 
	6.3
	8.2
	6.3
	8.4

	G.Furmanavicius
	5.3
	21.7
	4.6
	21.9

	G. Buzinskas
	2.5
	6.6
	1.4
	7.3


Valuation of political parties 

For which party you would vote

	 
	May 2005
	April 2005

	Labour party
	25.5
	25.9

	Conservative party
	12.5
	11.7

	Socialdemocratic party
	9.5
	10.9

	Liberal and Central Union
	6.9
	5.4

	Union of Agricultural party and New Democracy
	5.3
	7.0

	Liberal Democratic  Party
	4.3
	3.6

	New Union
	3.2
	2.6

	Polish Election Action
	2.0
	2.4

	Other
	0.9
	1.1

	Would not vote, does not know
	29.9
	29.4
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Confidence in Institutions
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	May 2005
	May 2005
	April 2005
	April 2005

	 
	 
	 
	 
	 

	 
	Trust 
	Do not trust
	Trust 
	Do not trust

	Church
	65.6
	13.2
	70
	10.8

	Education
	63.2
	7.8
	65.8
	6.8

	Sodra
	62.4
	10.6
	58.1
	13.7

	President
	59.2
	17.9
	58.3
	19.2

	Army
	58.2
	10.3
	61.1
	9.5

	Banks
	53.5
	18.2
	50.8
	56.3

	Constitutional Court
	51.5
	14.3
	50.5
	14.9

	Mass media
	47.9
	16.8
	45.5
	18

	Health Care
	44.5
	24.9
	42.5
	28.6

	Municipalities
	34.3
	26.2
	34.7
	26.4

	Police
	32.1
	33.6
	29.1
	33.7

	Courts
	22.1
	33.8
	20.8
	34.1

	Government
	19.1
	46.4
	21.6
	43.4

	Seimas
	8.3
	62.9
	8.2
	61.7

	Parties
	3.8
	72
	5
	71.8


Majority of Lithuania's corporate leaders favor prospective introduction of euro, which, in their opinion, will simplify settlements with the EU member states. Executives of manufacturing and large-scale companies favor the entry into euro zone the most, the latest survey commissioned by the Bank of Lithuania to the public opinion and market surveyor Baltijos Tyrimai has shown. 

Introduction of euro is favored by 66 % of corporate leaders in seven major Lithuania's cities. About 78 % executives in companies with a workforce of 50 and more support the shift to single currency. Moreover, euro introduction is favored by 66 % of mid-scale corporate executives (10-50 employees) and 59 % of small business (1-9 employees) leaders. In the opinion of Lithuania's businessmen, introduction of euro would also lead to easier traveling in the EU countries and greater stability on financial markets. Moreover, the shift to single currency should benefit Lithuania's economy and raise the country's exports. Corporate leaders believe that euro introduction would raise the living standard in the country and would be more advantageous for comparison of prices of goods and services throughout the EU member states. Baltijos Tyrimai polled 527 company owners, managers, deputy managers or division managers from Vilnius, Kaunas, Klaipėda, Šiauliai, Panevėžys, Alytus and Marijampolė.  The Bank of Lithuania sees 1 January, 2007, as the most appropriate date to introduce euro banknotes and coins in Lithuania.

Almost three-fourths of the Lithuanian population prefers locally produced food to imported food, according to a poll by the market research group RAIT. Some 71.7 % of those polled said that whether or not a food product was made in Lithuania did influence their decision to buy that product. Some 10.7 % indicated a neutral attitude toward the origin of products, and 17.4 % said it was not at all important whether a product was produced in Lithuania. As to manufactured goods, only 32.8 % of those polled said that they preferred domestic products to imports. A larger percentage of respondents, 43.6 %, said they did not care if a product was made in Lithuania, and 23.2 % said that it was neither important nor unimportant. 

Among those who prefer domestic food to imports, 60.9 % said that Lithuanian products were of higher quality, 35.6 % indicated that they wanted to support local producers, 11.5 % said that local products were cheaper, and 2.2 % answered that they were environmentally safer. The poll found that the origin of food products was more important to woman than men. The percentage of those who said they preferred domestic food was 75.9 % among women and 67.3 %t among men. The poll, conducted on 17–22 February, surveyed 1,081 Lithuanian residents aged between 16 and 74.

Information Technologies

The decision to introduce Lithuania via sounds and pictures in the Expo 2005 exhibition in Japan bore fruit, organizers say. Many Japanese attended Lithuanian hall, children like the computer terminals where they can play animation games and the grown-ups choose a virtual tour in Lithuania.

Air Lithuania, controlled by freight forwarding group Arijus, plans to launch an online ticket reservation system ahead of the summer season. Air Lithuania will become the first air company in Lithuania to start offering ticketless bookings on the Internet.

The passengers traveling in the first-class cars of Lietuvos Gelezinkeliai trains Baltija and Pajuris between Vilnius and Klaipeda will be provided with Internet access during the journey. The service will cost LTL 10 for the entire duration of the journey. Laptop computers will be available for LTL 25, including the Internet service.

The international telecommunications data transmission operator, Dutch company LINX Telecommunications opened a bureau in Lithuania. So far, it operated in Lithuania via its offices in Latvia and Estonia. Boenk van Marle, CEO, said the data flow in the Baltic region is fast growing.

Kaunas-based IT company Baltijos Programine Iranga, a subsidiary of the US No Magic Inc corporation, is among the winners of the 15th contest of Software Development Magazine issued in San Francisco. BPI’s software Magic Draw ULM 9.0 has received an award in the contest. The Lithuanian company is proud of having more than 10,000 users of this software in 57 world countries.

The mobile telecommunications provider Bite GSM has launched a new service allowing its subscribers to watch news broadcasts of the LNK TV channel. Newscasts will appear on Bite Plius WAP website one hour after their broadcast on television.

Nine Lithuanian commercial banks had 999,340 registered Internet banking users at the end of the first quarter of 2005, up by 42.5 % from 701,372 users a year earlier. 

The total number of e-banking users exceeded a million. According to the data supplied by the banks, Hansabankas remains the country's number one e-banking service provider, but Vilniaus Bankas, in second position, has significantly narrowed the gap with its main competitor. 

Hansabankas, the second-largest bank in terms of assets, had 440,600 e-banking customers as of late March, up by 21 % from 363,500 users in the same period last year. Vilniaus Bankas, the biggest bank by assets, said the number of users of its online banking service surged by 49 % year-on-year to 414,800.

Media reported about leaking of data from the State Social Insurance Fund (SoDra). Informacines Technologijos, a local IT company, has reacted that it is no longer in charge of the information systems of the fund.

Based on media reports, police detained several suspects, including former KGB officer Anatoly Yudin and Yury Shifrin, an employee of Informacines Technologijos. The IT service provider affirms that it temporarily removed this man from the projects related to any data of customers. Stolen database reportedly contained data about 1.5 million of working residents and 100,000 companies of Lithuania. 

SoDra announced that it tightened safety measures for the protection of data. 

The Lithuanian Communications Regulation Authority has decided to issue three third-generation mobile telephony licenses simultaneously. The Authority said that three licenses would be sufficient to ensure competition on the market.
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