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Political News

According to the Central Electoral Committee, in the presidential elections on June 13 Adamkus won 30.7 percent of the vote, while Prunskiene got 21.4 percent. Adamkus, 77 year old, won most votes in the largest cities - Kaunas, Vilnius, Klaipeda, Panevezys and Siauliai - followed by Prunskiene, 61. 

The geographical distribution of votes mostly reflected the new term in political life, "the two Lithuanias" that appeared after the Paksas - Adamkus standoff, with educated and urban voters voting for Adamkus and rural voters voicing their support for Prunskiene.

Adamkus gained the majority of his support in cities, polling as high as 44.5 percent in his native Kaunas, while Prunskiene did best in Lithuania's impoverished and ethnically diverse eastern districts. She even got 71.3 percent of the vote in the largely Russian town of Visaginas.

Voter participation, including postal voting, was only 46 percent. 

A recent voters' survey conducted by the Transcom showed Adamkus with 50.3 percent support over Prunskiene's 49.7 percent.

Among the other candidates, former European Union negotiator Petras Austrevicius, received 19.3 percent, Social Security and Labor Minister Vilija Blinkeviciute 16.62 percent and acting Parliamentary Chairman Ceslovas Jursenas 11.9 percent. It was believed that Austrevicius, who was backed by the Conservatives, was capable of finishing second, but the last-minute support of ousted former president Rolandas Paksas for Prunskiene most likely had important impact. 

In the European Parliament election six parties collected more than five percent of the vote; the largest support went to the Labor Party (30.3 percent), a new party founded by Viktor Uspaskich. The Social Democrats collected 14.4 percent, the oppositional Conservatives and Liberal and Center Union 12.4 and 11.1 percent, respectively. 
The Farmers and New Democracy Union received 7.4 percent and the pro-Paksas Liberal Democrats 6.8 percent. The coalition of the Polish and Russian parties received 5.74 percent of votes. 

Labor Party got five mandates (Birutis, Budreikaite, Degutis, Dickute, Jukneviciene), the ruling Social Democrats (Paleckis, Sakalas) and the oppositional Conservatives (Landsbergis, Andrikiene) and Liberal and Center Union two each (Gentvilas, Starkeviciute), the Farmers and New Democracy Union (Didziokas) and the Liberal Democrats one mandate (Pavilionis).  

It is likely that the Labor Party could win Seimas elections. 

Seimas voted to approve of a draft resolution by the opposition Conservatives party which proposed to form a commission for carrying investigation of the losses caused by the operations of the EBSW concern. The lawmakers agreed to form the commission of representatives of various parliamentary factions: 4 Social Democrats, 2 Social Liberals, 2 Liberal-Centrists, and one from each of other three factions. 

The provisional body of the Seimas is expected to answer 7 major questions about bankrupt EBSW concern in no longer than 4 months. It will also have to find out the names of the Lithuanian state officials and politicians who had cooperated with the founders of EBSW and whether other political reasons were behind these activities.

Seimas approved the conclusions by a temporary parliamentary commission set up to investigate the privatization of oil holding company Mazeikiu Nafta, which said that in the autumn of 1999 Mazeikiu Nafta, which includes the Mazeikiai Oil Refinery, Butinge oil terminal, and oil pipelines, was not privatized but simply transferred to U.S. concern Williams International Company.  Conclusion states that State received no money from the deal but had significant obligations to Williams International.  The commission said Mazeikiu Nafta took losses of 750 million litai under management by Williams International from 1999 to mid-2002. Williams sold the shares and management rights in the summer of 2002 to Russia's Yukos (which owns 53% of Mazeikiu Nafta), and the company then began to show a profit.  The commission said the ruling Conservative party and the Christian Democratic Party, as well as then-President Valdas Adamkus were responsible for the so-called privatization of Mazeikiu Nafta.  The conservatives called the conclusions a political order by the ruling majority against Adamkus. Prosecutor General Antanas Klimavicius told reporters last summer that an investigation of theft at the oil refinery had revealed damages to Mazeikiu Nafta before and after privatization of 1.5 billion litas, and other actions had cost the company 800 million litais. 

On May 25 the Constitutional Court ruled that impeached Rolandas Paksas would never again be allowed to hold public office. The court's verdict was that no person who has been removed from office by a vote of the Seimas should serve in official capacities such as prime minister, member of parliament, government minister or judge.

The ruling, which was issued following court hearings held on May 18, went far beyond the hopes of Seimas members, who had passed amendments to the election law in early May that would have kept impeached politicians from holding office for only five years.

Constitutional Court ruling also buried hopes of Rolandas Paksas to participate in the current presidential elections. 

Lithuania's special investigation service, informed that it had visited the headquarters of the Liberal Center Union, Social Democrats and Social Liberal parties. All these parties declared that they support Adamkus in the next round of presidential elections. 

"The actions were taken in the framework of an investigation, conducted by the office of the prosecutor general and are linked with the suspected criminal activities related to the financing of some parties during recent years," told Valentinas Junokas, the head of Lithuania's special investigation service.

Acting president Arturas Paulauskas said the raids had struck the country's image and prestige, while Prime Minister Algirdas Brazauskas announced a meeting of the State Defence Council and extraordinary session of Seimas. 

Adamkus said he believes the raids were politically motivated, as financial documents were taken only from the parties that supported him, and just several days before second round of presidential elections.

The mayor of Vilnius, Arturas Zuokas, informed that he went to Poland after being advised that he was about to be arrested by special investigation service, but next day he returned back. According to unofficial information, 5 members of Seimas are suspected in taking bribes from company Rubicon for passing laws in heat supply sector that would be favorable for this company. 

Seimas Foreign Affairs Committee voted to open a Lithuanian Embassy in Hungary. Foreign Ministry State Secretary Remigijus Motuzas told the committee that Lithuania's accession to NATO and both countries' entry to the EU bring up the need for closer cooperation in the coordination of actions in these two organisations and development of infrastructure projects. Hungary's Embassy to Lithuania was opened in September 2003. 

The Ministry of the Interior reports having opened a European Union Assistance Administration Department. Its major mission is the administration of European funds for the justice and interior sectors of Lithuania. Daiva Raceviciene, head of the newly founded department in the ministry, said in 2004-2006 her office would deal with the EU assistance to the country.  Lithuania expects support of 150 million euros from the Schengen instrument, an interim tool aimed to support programmes for the new external border of the EU from 1 May 2004 until the end of 2006. Another 40 million euros will come from the special Kaliningrad transit program. 

Economy

The growth of the new EU member states is expected to remain faster than the EU average. Meanwhile, Lithuania's economy is seen as the fastest-growing in Europe, according to a forecast by the international business consultancy group PricewaterhouseCoopers. The report says that, driven by high domestic demand, consumption and exports, Lithuania's GDP should rise by 6.5 percent this year and by another six percent in 2005. That would be the greatest GDP rise among EU member states. Last year, Lithuania's GDP soared by 8.9 percent, the fastest rate among all the EU member states. 

According to a forecast made by the Finance Ministry, national budget revenues in 2005, donations from the European Union included, should grow 11.9 percent year-on-year to 15.2 billion litas (4.4 billion euros). In 2006 and 2007, revenues are predicted to reach 15.9 billion litas (4.6 billion euros) and 17.1 billion litas (5 billion euros). 

The state capital investment is also expected to grow. According to preliminary data, this figure will be 2.16 billion litas (626 million euros) in 2005, an increase of 153 million litas from 2004. It is forecast that the sum will reach 2.4 billion litas (695 million euros) in 2006 and 2.6 billion litas (753 million euros) in 2007.  The government's share in the co-financing of investments is forecast to account for 370 million litas (107.2 million euros) in 2005, 517 million litas (149.73 million euros) in 2006, and 582 million litas (168.56 million euros) in 2007.  The budget will have an extra burden in the mid-term because of sums payable to the EU budget. Those sums will amount to 740 million litas (214.5 million euros) in 2005, 770 million litas (223 million euros) in 2006, and 841 million litas (243.57 million euros) in 2007.  The budget expenditure policy in 2005 will remain focused on the implementation of major strategic goals of the state and commitments to the EU. Plans are that the national budget expenditure will be 17 billion litas (4.9 billion euros) in 2005, 16.8 billion litas (4.87 billion euros) in 2006, and 17.8 billion litas (5.16 billion euros) in 2007.  However, the expected fiscal deficit should not exceed three percent in 2005 and is forecast to go down gradually in successive years.

Inflation in Lithuania recorded third time in turn.

Statistics Lithuania reported that consumer price index (CPI) in May 2004 as compared with April made up 101.5. Prices for consumer goods over May showed a 1.6 per cent increase, while prices for services a 1.3 per cent rise.  

Changes in main groups of goods and services

May 2004

(Percent)

	Commodity and service group
	Specific weight in total consumption expenditure
	Growth, drop (-);  April 2004 compared to

	
	
	April 2004
	2003 

	
	
	
	December
	May

	Total CPI
	100.0
	1.5
	2.2
	1.1

	Food products and non-alcoholic beverages
	30.0
	2.1
	2.9
	1.8

	Alcoholic drinks and tobacco products
	7.9
	0.4
	1.9
	3.4

	Clothing and footwear
	8.0
	1.0
	-1.4
	-0.5

	Housing, water, electricity, gas and other fuels
	13.7
	1.0
	1.1
	1.0

	Furnishings, household equipment and routine maintenance
	5.3
	-0.1
	-0.7
	-3.1

	Health care
	4.7
	2.5
	6.0
	8.3

	Transport
	9.4
	3.5
	7.3
	5.7

	Communications
	4.8
	-0.1
	-0.7
	-14.3

	Recreation and culture
	6.1
	-0.8
	-1.2
	-3.2

	Education
	1.4
	0.0
	0.2
	1.0

	Hotels, cafes and restaurants
	4.3
	0.4
	0.9
	1.1

	Miscellaneous goods and services
	4.4
	6.1
	7.1
	6.3


Based on preliminary results of the survey of trade and catering enterprises, turnover of retail trade, sale of motor vehicles and motorcycles, maintenance and repairs of motor vehicles and motorcycles as well as retail sales of automotive fuel trade enterprises (VAT excluded) in January-March 2004 made up LTL 4198.5 million and against the same period in 2003 grew by 13.5 per cent at constant prices.

Turnover of enterprises trading in food products over January-March 2004 compared with the same period of the previous year went up by 12.8 per cent at constant prices. Most of all turnover went up in large enterprises (50 and more persons employed), i.e. by 17.5 per cent, that of small enterprises grew (under 9 persons employed) by 2.6 per cent, whereas turnover of medium enterprises (10-49 persons employed) contracted by 6.6 per cent at constant prices.

Lithuanian export in I quarter 2004 went up by 8.5 percent.

According to provisional data of Customs declarations, exports and imports in the 1st quarter of 2004 against the 1st quarter of 2003 grew by 8.5 and 11.3 per cent, respectively. Exports totaled LTL 5700.9 million in terms of value of goods, of which LTL 1228.6 million (or 21.6 per cent) fell per goods processed in Lithuania, while LTL 179.5 million (or 3.1 per cent) from Customs warehouses. Imports of commodities to Lithuania equaled LTL 7464.5 million, of which LTL 878.9 million (or 11.8 per cent of total imports) were goods meant for processing, while LTL 402.0 million (or 5.4 per cent) was imports to Customs warehouses. The foreign trade deficit made up LTL 1763.6 million and was by 21.5 per cent lower than last year.
Foreign trade balance 

Million LTL

	
	General trade system
	Special trade system 

	
	exports
	Imports
	balance
	exports
	imports
	balance

	2004 I Quarter
	5700.9
	7464.5
	-1763.6
	5521.4
	7292.8
	-1771.4

	January
	1781.2
	2198.8
	-417.6
	1733.5
	2165.4
	-431.9

	February
	1910.6
	2483.2
	-572.6
	1853.8
	2421.7
	-567.9

	March
	2009.1
	2782.5
	-773.4
	1934.1
	       2705.7     
	-771.6

	
	
	
	
	
	
	

	2003 ■
	22145.1
	30268.7
	-8123.6
	21262.6
	29438.0
	-8175.4

	January
	1746.5
	2044.9
	-298.4
	1688.9
	2013.4
	-324.5

	February
	1756.2
	2136.9
	-380.7
	1684.7
	2093.4
	-408.7

	March
	1750.9
	2523.0
	-772.1
	1678.0
	2419.3
	-741.3

	I Quarter
	5253.6
	6704.8
	-1451.2
	5051.6
	6526.1
	-1474.5


■ Final data

Changes in exports and imports
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In March 2004 against March 2003 total Lithuania’s exports increased by 14.7 per cent, while total Lithuania’s imports went up by 10.3 per cent. In March 2004 against January 2004 Lithuania’s exports increased by 5.2, while imports grew by 12.1 per cent.

The most important partners in January-March were Switzerland (16.8 per cent), Germany (10.1 per cent), Latvia (8.9 per cent) and Russia (8 per cent). The most significant partners in imports were Russia (24.4 per cent), Germany (15 per cent), Poland (5.1 per cent) and France (4.3 per cent). 

In the 1st quarter of 2004 the bulk of commodity exports fell per EU countries, i.e. 42.2 per cent of total Lithuania’s exports to acceding countries (exports to them accounted for 17.4 per cent). Compared to the 1st quarter of 2003, exports to the acceding countries decreased by 2.1 per cent, while that to the EU countries went up by 14.9 per cent. The bulk of commodities were imported from the EU countries (41.4 per cent), imports from these countries this year increased by 13.9 per cent. Imports from CIS countries made up 28.2 percent of total Lithuania’s imports and against the 1st quarter of 2003 increased by 0.3 per cent.

Main foreign trade partners

	Exports
	Million LTL
	Per cent
	Imports
	Million

LTL
	Per cent

	
	
	share
	change (+/-), against I Q 2003
	
	
	share
	change (+/-), against I Q 2003

	Total
	5700.9
	100
	8.5
	 Total
	7464.5
	100
	11.3

	EC
	2403.8
	42.2
	14.9
	ES
	3088.8
	41.4
	13.9

	Acceding countries to EC*
	993.2
	17.4
	-2.1
	Acceding countries to EC*
	814.2
	10.9
	13.7

	CIS
	843.6
	14.8
	4.2
	CIS
	2102.4
	28.2
	0.3

	CEFTA
	292.9
	5.1
	12.1
	CEFTA
	634.5
	8.5
	29.7

	EFTA
	1091.7
	19.2
	12.6
	EFTA
	147.1
	2.0
	19.9

	Switzerland
	955.6
	16.8
	17.6
	Russia
	1822.4
	24.4
	-3.6

	Germany
	575.0
	10.1
	10.3
	Germany
	1119.9
	15.0
	14.7

	Latvia
	505.1
	8.9
	-0.7
	Poland
	381.1
	5.1
	27.4

	Russia
	454.0
	8.0
	-12.7
	France
	318.3
	4.3
	23.5

	France 
	323.4
	5.7
	41.3
	Italy
	306.3
	4.1
	13.2

	United Kingdom
	323.4
	5.7
	2.5
	China
	278.2
	3.7
	51.7

	Sweden
	264.9
	4.6
	18.3
	Sweden
	232.5
	3.1
	9.2

	Denmark
	264.5
	4.6
	8.1
	United Kingdom
	216.8
	2.9
	9.1

	Belarus
	215.9
	3.8
	22.3
	USA
	202.1
	2.7
	26.8

	Poland
	204.4
	3.6
	7.6
	Denmark
	200.7
	2.7
	24.6

	Estonia
	203.0
	3.6
	-19.6
	Netherlands 
	196.8
	2.6
	29.1

	Netherlands
	185.0
	3.2
	17.9
	Finland
	137.7
	1.8
	     6.1

	Belgium
	139.6
	2.4
	18.5
	Japan
	136.2
	1.8
	-12.5

	USA
	133.6
	2.3
	  -17.0
	Belarus
	134.3
	1.8
	60.1

	Norway
	132.3
	2.3
	-12.4
	Ukraine 
	123.3
	1.7
	17.9

	Other
	821.2
	14.4
	-
	Other
	1657.9
	22.3
	-


*Czech Republic, Estonia, Cyprus, Latvia, Poland, Malta, Slovakia, Slovenia, Hungary.

The bulk of Lithuania’s exports in January-March fell per mineral products (24.3 per cent), textiles and textile articles (13.7 per cent), machinery, mechanical and electrical equipment (12.6 per cent); while the most significant share in imports fell per mineral products (19.2 per cent), machinery, mechanical and electrical equipment (18.3 per cent), and transport vehicles and associated transport equipment (13.5 per cent).

Average monthly gross earnings in the country’s economy, sole proprietorships excluded, over the 1st quarter of 2004 equaled LTL 1145.9 and as compared to the 1st quarter of 2003 went up by 1.8 per cent. In the public sector they were LTL 1192.6 and against the 1st quarter of 2003 grew by 3.7per cent, while in the private sector they equaled LTL 1108.3 and compared to the 1st quarter of 2003 increased by 0.5 per cent.

Average monthly gross earnings by economic sector, employee category and gender in I quarter 2004 

LTL

	Quarter
	Total employees
	Of which

	
	
	Manual workers
	Non-manual workers

	
	total
	males
	females
	total
	Males
	females
	total
	males
	females

	I
	S
	1145.9
	1267.1
	1031.4
	831.3
	925.6
	692.2
	1426.2
	1735.5
	1230.8

	
	V
	1192.6
	1417.8
	1060.4
	785.8
	962.8
	602.1
	1379.6
	1766.1
	1209.3

	
	P
	1108.3
	1189.6
	996.5
	850.7
	912.9
	743.4
	1490.2
	1709.9
	1271.4


Symbols :
S–whole economy; V – public sector; P – private sector.

In April, unemployment in Lithuania remained at 11.5 percent, among the highest in the EU after enlargement, according to the Eurostat, the Statistical Office of the European Communities. In April 2004, the unemployment rates were highest in Poland (18.9 percent), Slovakia (16.6 percent), Lithuania (11.5 percent) and Spain (11.2 percent). Lowest rates were registered in Luxembourg (4.2 percent), Cyprus (4.4 percent), Ireland and Austria (both 4.5 percent), the Netherlands (4.7 percent in March) and the United Kingdom (4.7 percent in February).  

The Lithuanian Finance Ministry sent off the first five transports investment projects, worth an estimated € 149.43 million in total, to the European Commission (EC) to obtain financial assistance from the EU's Cohesion Fund. 

Lithuania is entitled to receive at least € 210 m from the Cohesion Fund this year, the Finance Ministry said. If the projects are approved, the Cohesion Fund will contribute 85 % of the project costs, that is, € 127.011 m. Lithuania will provide funding for the remaining 15 %, or € 22.418 m, under the Road Maintenance and Development Programme. 

The biggest of the five projects is the upgrading of Transport Corridor IXB (the highway linking the capital of Vilnius to the port of Klaipėda). The estimated value of the project is € 54.111 m. 

An estimated € 36.163 m in investment is required for the development of the Trans-European Network roads (Lida-Vilnius, Vilnius-Panevėžys, Panevėžys-Šiauliai and Šiauliai-Palanga). 

A project for the development of Transport Corridor I (Via Baltica) is estimated to cost € 24.361 m, while the cost of the upgrading of the Trans-European Network road Vilnius-Marijampolė is put at € 22.721 m. 

All the projects, to be implemented by the Transport Investment Authority, are planned to be completed in the years 2005 - 2006. 

Lithuania has submitted seven applications to the European Commission requesting suspension of import taxes or the establishment of quotas for materials or products imported from countries other than the EU members from 1 January 2005. The applicants include Vilniaus Vingis, Achema, Lifosa and Arvi. The Commission is to pass its final decision in autumn. “The Commission is expected to grant one request, and the remaining applications are still being negotiated,” claims Ms. V.Eigeliene, a senior specialist of the Foreign Trade Department at the Ministry of Economy. 

Austria and Germany, which were the first to introduce a seven-year transition period for the free movement of labor force from the new EU member states, may shorten it now. One of the key reasons for such a step could be the fact that there is a lack of workers in many service sectors, especially in tourism, in those countries.  "The old EU member states lack labor force, so we can expect Austria's position to be softened as time goes by," said Egidijus Vareikis, the deputy chairman of the Lithuanian parliament's group for liaisons with Austria. "The Baltic States are no rivals to Austria on the labor market, and Austria is more fearful of unemployed immigrants from its neighboring countries," he added.

Lithuania will be in a position to introduce the euro, which is expected to start a new surge in prices, only after its economy grows stronger and the living standards and income of the people rise, said Prime Minister Algirdas Brazauskas on national radio.  Lithuanian officials say entrance to the euro area by France, Italy, and Germany had unleashed a price hike of a third.  "I am not greatly enthusiastic about sudden introduction of the euro in Lithuania, though there are people who are keen about this. But we'd better strengthen our economy, create better living conditions to the people, boost their income and only then talk about the euro," the head of the leftist Cabinet said.  

Lithuania is expected to become part of the Currency Exchange Mechanism (ERM-2) as early as this year, and have the euro at the beginning of 2007.  At the present prices in Lithuania equal to about half of the price level in the European Union, which analyst say leaves space for further price movement upwards. 

Although the advantages of shifting from litas to the single EU currency euro are obvious, in critical situations Lithuania will lose even the theoretical possibility to protect domestic producers and the national economy, says a banking expert. "If the competitiveness of Lithuanian business decreases due to one reason or another -- if export volumes decrease, imports rapidly increase, and the foreign trade deficit goes up -- we will become hostages who do not have any tools to protect ourselves. Since joining the EU, we do not have the possibility to apply market protection measures against other EU members or outside countries. Eventually we will not even have the theoretical opportunity to devalue the national currency to defend ourselves by making imports less attractive than exports, Gitanas Nauseda, aide to the president of Lithuania's largest commercial bank, Vilniaus Bankas, said during a sitting of the presidium of the Lithuanian Confederation of Industrialists.  The expert mentioned the loss of income from the issue of money, called seigniorage, as the major weakness of Lithuania after joining the euro zone. This income accounts for about 0.3-0.5 percent of the gross domestic product (GDP) in some countries. In Lithuania, the sum could reach as high as 100-120 million litas. However, the introduction of euro in Lithuania will also have some positive effects. These include a decrease in interest rates, the disappearance of litas and euro exchange costs, and the growth of competition. 

After EU enlargement, wave of rising food product prices came to Lithuania. Prices in the neighboring states went up before 1 May, but there have been almost no price changes there after May 1. Meanwhile, during May Lithuanian supermarkets increased the prices of most basic foodstuffs by 5 to 10 percent.

Lithuanian Prime Minister Algirdas Brazauskas said he believes the country's retailers are not telling true when they say that consumer prices have soared due to the country's EU membership or other unavoidable causes. The head of state stated that prices are increasing in Lithuania due to "retailers' speculations". 

However, Ignas Staskevicius, CEO of the major retailer VP Market, said retailers cannot increase prices merely at their own discretion due to tough competition on the market. The retailers have also denied any cartel arrangements among them. According to the Lithuanian Association of Commercial Enterprises, the PM’s statements are not based on market principles and are of a political nature. Ignas Staskevicius said they are trying to negotiate lower prices with producers, which would allow retailers to keep the same price level at stores.

Lithuania's leading brewery Svyturys-Utenos Alus has clashed with the retail giant VP Market, and the conflict may affect consumers. For couple weeks beer, mineral water and cider made by Svyturys-Utenos Alus disappeared from the shelves of the supermarkets controlled by VP Market. The board of VP Market has decided to suspend orders from SUA temporarily. Prior to the decision, it accused SUA CEO Tomas Kucinskas, who is also vice-president of Baltic Beverage Holding, of a conspiracy against retailers. Kucinskas is accused of efforts to cause damage to VP Market through politicians, according to an article published by Lietuvos Rytas. Later VP Market and Svyturys-Utenos Alus reached agreement, however, this disagreement showed that major retailers are having big influence on local manufacturers. 

Representatives of VP Market and Iki, two leading supermarket chains in Lithuania, claim that their employees are showing an active interest in jobs abroad, thus forcing the employers to raise their pay. According to VP Market’s General Director Ignas Staskevicius, some supermarkets in provincial towns may soon be faced with the shortage of salespeople. The pay raise in Vilnius alone will cost the company LTL 400,000 per month. 

Official statistical figures indicate that about 100 small and medium retail firms are going bankrupt or verge bankruptcy in Lithuania. Meanwhile, the major grocery chains keep posting rising sales and profits. Facing unequal competition on the imbalanced market, small retailers are uniting and seeking support from government structures. Analysts say the situation on the retail trade market became extremely tense after the major supermarkets started entering the centres of small towns. The large chains offer lower prices and a wider range of goods, putting many smaller rivals out of business.  

The growing mortgage market has considerably boosted the commercial banks’ mortgage loan portfolio this year. At some financial institutions this portfolio has increased several times. According to the bankers, the main factor allowing them to compete successfully now is the service strategy rather than interest rates. The leader in the mortgage market is Vilniaus Bankas, which has a 33.62-percent share.

The first power-producing unit at Ignalina Nuclear Power Plant in Lithuania will be halted on December 31, 2004, to be subsequently decommissioned, plant General Director Victor Shevaldin told journalists.  "The capacity of the second power-producing unit is sufficient to supply 80% of Lithuania's energy requirements and to annually export 1.5 billion - 2 billion kWh of electricity," he said. The plant had 15 million litas net profit in 2003, and sales on the domestic market in 2003 amounted to 6.8 billion kWh of electricity, with exports of 7.5 billion kWh. The main buyer of electricity is Unified Energy System of Russia, which supplies it to Kaliningrad region and to Belarus. The plant plans to export 7 billion kWh of electricity in 2004.  Under an agreement with the EU, Lithuania should fully decommission Ignalina Nuclear Power Plant by 2009. 

The enterprise incubator set up in the Ignalina Nuclear Plant region earlier this year is now ready to accept 25 small and medium-sized businesses. The incubator’s main goal is to help new and existing companies reach a level allowing them to create new jobs and become strong players in the market. 

In the event the Russian oil giant YUKOS goes bankrupt, Mazeikiu Nafta would promptly find a new owner, who would run this company along with the Lithuanian government. Finance minister Butkevicius admitted that crash of YUKOS would cause oil supply interruption to Mazeikiu Nafta. The Lithuanian company, he said, would still succeed in running as usual its trading system.  "In such a case Lithuania would have to arrange for the takeover of YUKOS owned shares in Mazeikiu Nafta by another economic entity capable of ensuring oil supply. The government would form a working team that should work out quickly an optimal solution in a specific context. The finance minister revealed having raised lately the issue of how the government should respond to a possible bankruptcy of YUKOS. The meeting of Cabinet, he said, was an informal one and the prime minister backed the idea of working on options. Russian court upheld a $3.5 billion claim against YUKOS for taxes and fines dating back to 2000. 

Based on reports from the Finance Ministry, Mazeikiu Nafta has been orderly paying interest on government issued loans totaling almost $289 million, their repayment dates set for period 2009 to 2013. The national government's guarantees have also fully backed three loans issued to the oil concern, the outstanding value of which was 524 million litas at the end of February 2004.  Mazeikiu Nafta earned net profit worth nearly $38 million in the first quarter of this year, according to US GAAP. The company's audited annual yield in 2003 stood at almost $72 million. YUKOS holds a 54 percent stake in the Lithuanian oil company, and the national government has 40.6 percent of its interest. The authorised capital of Mazeikiu Nafta equals 707 million litas. 

YUKOS assured Arturas Paulauskas, acting president of Lithuania, it has never had any plans to sell Mazeikiu Nafta. Paulauskas had a meeting in Vilnius with Tomas Gizas, head of the representative office of the Russian company in Lithuania, and a new member of the Mazeikiu Nafta's board.

The recent increase in fuel prices was one of the key topics of the discussion between Paulauskas and Gizas.

"They are regulated by the market. We though represent a part of the market only, rather than the key tool of it. Mazeikiu Nafta is operating under market conditions. Any price increase on global scene sends prices of Mazeikiu Nafta's produce up too," Gizas explained.

He also mentioned that the oil refinery has been operating smoothly. After the meeting, Gizas told reporters he mentioned to Paulauskas good quarterly results of the refinery, as well as the modernisation plans of the plant and YUKOS's talks with the Lithuanian government on rebuilding a port in Sventoji.

Gizas reiterated the previous YUKOS statement based on which the plans on construction of Sventoji port must be co-ordinated with the Russian investor, since it is too close to Butinge terminal. YUKOS, he added, would not make any obstacles to implement the project and would not strive for the status of the port's operator. Lithuania has pledged in its agreement with Williams International, that time operator and owner of Mazeikiu Nafta, in 1999 to not build anything on the coast of the Baltic Sea without the consent of the American company. YUKOS purchased Mazeikiu Nafta in autumn 2002 taking over the rights of Williams in the Lithuanian oil concern.

The Lithuanian strategic planning committee voted to rebuild Sventoji port by erecting new piers and dragging the entrance channel. It could be used for sport and entertainment vessels, as well as navy, rescue services, and ships servicing Butinge oil terminal. The reconstruction project would cost from 45 to 175 million litas.

Lithuania wants to rebuild the port because of a requirement of the European Union, which wants the Baltic and Nordic countries to offer a possibility for entertainment ships to find a shelter every 50 km along the coastline of the Baltic Sea in the event of a storm.

The government-ordered feasibility study on the development of Klaipeda port was completed in June. 

This study was done by Japanese JICA experts, and they made conclusion that new deep water port is needed for Lithuania. Study offers to build a completely new port in the northern part of Klaipeda, near Melnrage, 350 meters away from the coast, in 2009 – 2014, and later, until year 2025, to expand it to the capacity of 48 million tons/year. Such port would be capable to accept the biggest “Baltmax” type ships, and construction would cost 1.5 – 2 billion litas. Port depth would be 17 meters.

Based on the study, a general plan of Klaipeda port (until year 2025) and port development plan will be prepared, also main investment projects will be estimated. Study says that new port would be necessary when port will reach 36 mln t/year capacity. 
US automaker Ford has considers Lithuania as a possible location for a new factory to make diesel fuel injection systems. The Lithuanian honorary consul in the United States, George Jurgaitis, broke the news to Acting Lithuanian President Arturas Paulauskas at a meeting in Vilnius, saying American- Lithuanians have taken steps to promote Lithuania as an attractive country for Ford's investments. The presidential economic adviser, Romualdas Patalavicius said Ford is currently considering three or four countries where it could build the new plant. 

Representatives of the Japanese commerce and investment corporation Mitsui & Co. visited Lithuania. The visit is part of their tour of the Baltic States with a view to launching a subsidiary and offices in one of them. Representatives of the Japanese commerce and investment corporation Mitsui & Co., who already  visited Lithuania, have taken an interest in the chemical and plastics industries. They are interested in the possibility of investing in a manufacturing facility at the Klaipeda free economic zone, according to an article by Lietuvos Rytas. Shunsuke Nakagawara, Mitsui & Co.'s director for business development in Russia, the CIS and the Baltic States, told that the Japanese group will most probably be interested in the manufacturing of consumer goods in Lithuania. The corporation is also discussing the possibility of using the services of the Klaipeda airport and of setting up a representative office in Vilnius. 

A second Mitsubishi dealership has opened on Ukmerges street in Vilnius. The official Mitsubishi importer Vytaras established the dealership at a 1,600 sq m building rented from Vilbana, which earlier used to sell Mazda and Jaguar cars. 

The Siauliai-based wood processing enterprise Glijas has increased its exports of spruce boards to Japan due to the Yen’s favourable exchange rate. Since last autumn Glijas has already shipped about 500 cubic meters of this product to several Japanese builders through its representatives in Sweden. 

 The SAS-Latvian joint venture airBaltic started flying from Vilnius to Copenhagen, Hamburg, Berlin, Cologne and Dublin. The company is launching operations in Lithuania with fully-booked planes, the airBaltic president said.

Privatisation 

A revised list of objects to be privatized in Lithuania, which contains 3,200 entities worth over 1.339 billion litas, was submitted to the government. The list identifies 1,470 state owned entities with residual value of 1.07 billion litas, and 1,720 objects worth 269 million litas owned by municipalities. There are 172 newly included objects in the list..  The Cabinet has been recommended to remove from the list 577 objects, either privatized or transferred to municipalities.  

OMHEX, a stock exchange operator in northern Europe, and the Lithuanian State Property Fund (SPF) have completed the privatisation of the National Stock Exchange (NSE). OMHEH has purchased 44.3 percent of the stocks in NSE and a 32-percent interest in the Lithuanian Central Securities Depository.  The Nordic stock exchange operator has paid LTL 5.01 million and LTL 5.81 million for the respective shareholdings. This transaction has increased OMHEX’s interest in NSE to 81 percent. 

A second attempt to privatise national carrier Lithuanian Airlines is expected at the end of this year or early next year. The privatization director of the State Assets Fund, Antanas Malikenas, said LAL's value has definitely increased after selling three subsidiaries and narrowing its focus.

The Lithuanian Privatisation Commission approved the draft agreement on the sell-off of a 72.93 percent stake in Anyksciu Vynas winery to Alita, which has offered LTL 25 million for the shares.

The European Bank for Reconstruction and Development (EBRD) has received permission from the Competition Council to buy 30% of Litesko. The EBRD is ready to pay LTL 12.686 million for the new share issue of Lithuania’s largest private energy service company.

The ELTA news agency, which is now majority owned by the multi-business group MG Baltic, may turn private by the end of 2004 after a recent decision that will allow the government to transfer 39.5 percent in ELTA, currently in control by the Ministry of Interior, to the State Property Fund for an eventual sale. 

The Vilnius council decided to privatise a garbage collection company Vilniaus Specialusis Transportas. The initial bidding price in the first privatisation attempt has been fixed at LTL 19.2 million.

Important Legal Acts

Finance Minister Algirdas Butkevicius said progressive taxes would harm the state, going back on the Social Democrats' main electoral promise. The ruling party has also declared that it is not yet ready for a new tax reform to bring down the individuals' income tax further. 

The Seimas has approved on first reading this year's revised budget, in which the revenue figure will be increased by LTL 115.7 million. The 2004 budget revenues are now targeted at LTL 11.922 billion. Meanwhile, expenditures will be increased by LTL 81.3 million, to LTL 13.749 billion. 

The Lithuanian government has reduced the license fee for wholesale trade in alcohol from LTL 80,000 to LTL 10,000. The Economy Ministry predicts that the move will bring down the prices of alcoholic beverages and increase the number of wholesalers in the country. Minister Petras Cesna said the fee was reduced on the basis of the law on levies, which stipulates that license fees must match the cost of issuing. "These costs were clearly lower than the former fee of LTL 80,000," Cesna said. 

After Lithuania has become an EU member, the country's businesses are able to recover VAT for goods and services bought in all other member states. In order to get VAT refunds for 2003, companies must submit applications by June 1 to the tax administrator of the specific country. Companies can claim VAT rebates on fuel, floor space in exhibitions, agency fees, etc.

The Lithuanian parliament has included in its agenda amendments that could liberalize trade in firearms. MP Virginijus Martisauskas, who initiated the amendments, said the state's monopoly for the sale of combat firearms restricts consumers' rights to buy weapons at the best possible price. 

The Vilnius City Government Collegium has decided to ban supermarkets larger than 20,000 square meters from the capital’s centre. The decision still has to be approved by the City Council. However, the authorities have allowed investors to complete construction in progress. The restriction will apply only to new projects.

Seimas has approved a new list of tax rebates applied to private individuals for acquisition of various products. With 74 MPs voting in favor, the parliament has enabled people to recover part of the taxes paid when buying new computers and internet services.

Information Technologies

Lithuanian mobile phone operator Bite GSM has launched a joint international SIM card with the Vodafone. The new SIM card will enable Bite GSM's clients to select Vodafone as their operator automatically in 24 European countries, reducing call and SMS messaging prices by 57 percent.

Also Bite GSM introduced a new service to private clients, offering call rates slightly lower than those of fixed-line operator Lietuvos Telekomas. However, these rates are valid only when calling from home and a small territory around home. Local calls at off-peak times cost the same as LT's standard plan rates, while the connection charge is the same.  

The Lithuanian Communications Authority is to announce a plan for third-generation mobile communications technology development in the near future. Mobile telephony operators say, however, that there is still plenty of time before 3G services will be in demand in the country. 

The planned swap of shares of their subsidiary companies between Lithuania's leading IT groups Alna and Sonex Grupe was cancelled. According to informal reports, problems have arisen due to the different positions of the two companies' shareholders. . The official version explaining the failed swap is the refusal of the shareholder, EBRD, to approve the purchase of Alna’s share issue by Sonex. 

------------------------------------------------------------
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