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Foreword

The Hanseatic League of the 15" Century has always been considered
to reflect the golden age of the Baltic Sea region. With the growth of
trade and collective security, this alliance of north European trading
towns developed into the most significant and influential actor of its
time. As the geopolitical framework of the region has changed once
again, the underlying principles related to trade and security politics
begin to sound familiar.

The most important strengths of the Baltic region are the existence
of an educated workforce and the functional connections between the
ports of the Baltic Sea. A stable environment for economic life and an
unobstructed movement of capital give a competitive edge to the area.
In addition, the efficiency of the taxation system is an essential compo-
nent of the economic success of the Baltic region.

The enlargement of the European Union brings new players to the
politics of the region. The dramatic rise in foreign investments in the
Baltic states is a valid endorsement of their EU membership. Actually,
in terms of the amount of investments, Latvia is overtaking Estonia
and Lithuania. The competitive position of these countries as small
ones in a group of several transition countries presents one risk factor.
However, the most significant risks of the economic development of
Estonia, Latvia and Lithuania concern the historically conditioned po-
litical tensions vis-a-vis Russia, their dependence in energy procure-
ment on their eastern neighbour and the emphasis on the service sector
in their production infrastructure. Baltic officials regard the volatile
foreign policy of the Russian Federation as the most important threat
to the development of their countries. And in case relations to Russia




deteriorate, foreign investors will navigate to calmer waters,

In Russia, the inadequacy of the country’s possibilities for influenc-
ing the decision-making of NATO is seen to be the crux of the problem,
not the Baltic states’ membership in the alliance as such. It is essential
that democratic decision-making mechanisms retain their central posi-
tion in Russian politics. Russia however feels very strongly that it will
be isolated in terms of foreign and security policy in the Baltic Sea
region if the Baltic states join NATO.

A sign of American activity in the Baltic region is the nascent inter-
est towards a new Hanseatic region, which includes the regions of St
Petersburg and Novgorod. The increase of US influence in the region
is a new force of change, in particular if the historical roles of Germany
and Russia as guarantors of hegemonic stability of the Baltic Sea are
considered.

In the Baltic states themselves, the idea of a new Hanseatic region
has been received in different ways. In Latvia and Lithuania, memories
of the German aristocracy and land-owning class are still in fresh mem-
ory. We must bear in mind that the Hansa was not only a zone of har-
monious trade relations and cultural development but also an alliance
based on stormy relations and active state of war.

The enlargement of the European Union is the best guarantee of
Baltic Sea security: trade creates wealth, co-operation yields security.
The participation of the Baltic states in NATO’s Partnership for Peace
programme and the emerging co-operation in training border control
troops with the Nordic states are both proving to be fruitful. It is clear
that Estonia, Latvia and Lithuania are not going to be accepted as mem-
bers of a WEU that is co-opted into the EU, if they do not join NATO
simultaneously. The EU’s leading troika — France, Germany and Great
Britain — are not prepared to defend the Baltic states if the US does not
act as the guarantor.

Contrary to Finland, the Baltic states regard independence in securi-
ty policy not as a solution but as a threat. In addition, shadows of dan-
ger are shed on the shores of the Baltic Sea by the expanded bureau-
cratic machinery of the EU. The security-building mission of the Un-
ion is in danger of being watered down. In the near future, the enlarge-
ment processes of NATO and the WEU may even be separated from

each other. This would imply a final dead-end to the endeavours of
Estonia, Latvia and Lithuania to enter under the protection of the alli-
ance’s umbrella. The security policy position of the countries would
float in an unspecified state between partnership for peace and various
favoured nation treatments.

This book is the joint statement of the Latvian Institute for Interna-
tional Affairs and the Aleksanteri Institute in promotion of the EU ac-
cession negotiations. It includes the latest assessments of Baltic securi-
Ly prospects on the eve of the new Millennium. Latvian top experts on
security issues Atis Lejin$, Zaneta Ozolina, Ineta Ziemele and Aivars
Stranga analyse both NATO and EU enlargement and their consequenc-
es for the economic-polifical status of the three Baltic states between
Russia and the European Union. The assessment of Baltic-Russian
relations is timely as we approach Russia’s up-coming presidential
elections.

The LIIA expresses its gratitude to the Swedish government and
NATO for financing the research undertaken for this book.

Timo Hellenberg
Aleksanteri Institute




Joining the EU and NATO:
Baltic Security Prospects at
the Turn of the 21st Century

Atis Lejin$

IntrdcTuEtion

The aim of this chapter is to assess the security prospects of the three
Baltic states eight years after the restoration of their independence in
1991.The history of the 20th century has for the most part been a veri-
table catastrophe for Estonia, Latvia, and Lithuania: two devastating
“hot wars” and a long “cold war,” during which they were occupied for
almost fifty years by a world power. The result brought two of the
Baltic nations — Estonians and Latvians — to the brink of national ex-
tinction.

The collapse of the Soviet empire, in which the Baltic peoples played
a significant role, did not bring within its wake the millennium — guar-
anteed peace, security, and high living standards. The “return to Eu-
rope” has proven to be a laborous journey giving rise to new costs,
dangers and challenges. With a total area of 175.000 km? and a popula-
tion of 7.8 million people the Baltic states continue to form, though
increasingly less so as the world geopolitical center shifts to Asia, a
sensitive security space along a still existing East-West faultline. Even
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though this faultline created by centuries of East-West conflict is in-
creasingly becoming a social and economic divide as Russia continues
to decline, nevertheless old perceptions and habits both in the “old West”
and Russia cannot but leave their mark on the Baltic search for securi-
ty, which, ultimately, is defined as gaining full membership in the EU
and NATO.

A study of the security of the Baltic states and the twin enlarge-
ments now reshaping the Transatlantic space bring into poignant relief
the particular “security problem” of the Baltics as independent states
before the Second World War, “former republics of the Soviet Union”
yesterday, neighbours of Russia today, and full members of the Trans-
atlantic community in the not too distant future.

In 1991 when the Baltic states regained their independence only
four months before the Soviet Union was officially declared dead, few
would have ventured to say that these three small countries could break
the geopolitical shackles imposed upon them by the 20th century and
would come a long way in joining the European family of states. Yet
this is exactly what has happened as the century draws to a close.

By February 199§ the Baltics had become associated member states
of the EU and were, in addition, included in the EU accession negotia-
tions process with Estonia one step ahead in the process. Furthermore,
a year earlier at the Madrid summit NATO indirectly referred to the
Baltic states as future candidates for membership, an important point
of principle augmented by the 50th anniversary NATO summit in Wash-
ington in 1999, where the Baltics were specifically named potential
members.

Economically all three states suffered a setback in 1998-99 due to
the collapse of the Russian market. The net result, however, will be
positive in the sense that an accelerated market reorientation to the
West is taking place which will make the Baltic states even less de-
pendent on the depressed Russian economy and discriminatory trade
practices. If the new European security architecture based on coopera-
tive security will succeed in overcoming old East-West lines of divi-
sion dating back to the 13th century, then the foundation for solving the
“riddle” of Baltic security will be laid for the next century. Even if this
great peace project fails with a Russia unable to reconcile herself with
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loss of past imperial glory, a Russia beset by internal problems and real
threats from the South and East will be too preoccupied to destabilize
the Baltic states which are emerging as an economic area contributing
to Russia’s hard currency earnings.

Baci(ground

The year 1997 was a momentous year for Baltic security: the EU de-
cided to enlarge eastward and included one Baltic country — Estonia —
1o begin accession negotiations on the so-called fast-track level; NATO
at its Madrid summit decided to admit Poland, Hungary and the Czech
Republic and referred indirectly to the Baltic states as making progress
toward membership.

In the same year the EU and NATO concluded partnership agree-
ments with Russia: while the character of the EU-Russian relationship
is mainly economic and political in substance, with only indirect secu-
rity implications, the NATO-Russian Founding Act and the Joint NATO-
Russian Permanent Council is “hard” security by definition alone and
has direct bearing on Baltic security. The NATO-Russian relationship
can be positive if it facilitates Baltic membership in NATO; or nega-
tive, if it does the very opposite.

At the same time the Baltic states, driven by pre-war experiences
when they found themselves disunited on the eve of World War Two
and easy prey to Hitler and Stalin in 1939—40, implemented on January
| 1997 the final stage in their Free Trade Agreement — the lifting of
trade barriers to agricultural goods. This difficult hurdle has made the
Baltics unique — neither the sub-regional Nordic or Benelux coopera-
tion models were able to achieve this. Baltic cooperation, including the
military dimension, has become the most successful example of re-
gional cooperation in Central and Eastern Europe after the break-up of
the Soviet empire.

An institutional framework of cooperation has been created based
on the Nordic model, which has led to agreements beyond free trade, to
the abolishment of non-tariff barriers and common transit procedures
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based on EU norms and regulations. Despite the tensions arising be-
tween the Baltic states in the race to join the EU and mutual economic
competition, the “four freedoms” (freedom of movement of people,
capital, goods and services) in the Baltics are being progressively im-
plemented.

However, though NATO (and the USA as expressed in the Baltic-
American charter) put inter-Baltic cooperation at a premium even as
each country is said to be judged on its individual merit, the opposite is
true of the EU. The Baltic states earn no “points” in this regard from
the EU; in fact, the EU approach — differentiating the three Baltic states
— has, on occasion, given rise to tension between these countries and
may, in the end, prove destabilizing if Latvian and Lithuania are not
soon put on the fast accession negotiation track. At the same time, the
EU approach was welcomed by Estonia and would have been wel-
comed by Latvia or Lithuania if they hade been given the Estonian
option; the need to rid themselves of the “former republics of the USSR”
ghetto label and respectability in the West is paramount in the national
politics of each state.

This chapter is restricted to the impact of EU and NATO enlarge-
ment on Baltic security. It is the thesis of this analysis that the Baltic
states, though at somewhat different speeds, are firmly engaged in the
EU integration process but less so with respect to NATO. After the EU
Luxembourg summit in 1997 and subsequent meetings, the roadmap to
EU membership has become clearer with the “Russian factor” fading
into the background, only to be replaced by the issue of faltering EU
internal financial and institutional reforms that have emerged as the
main impediments to Baltic EU membership.

Latvia gained the endorsement of the EU Commission, subsequent-
ly confirmed by the Vienna EU summit in December 1998, that fast-
track accession negotiations could begin in 1999. Though Lithuania
was praised for progress made, “1999” was missing from the evalua-
tion.

In the case of NATO membership, the “correlation of forces” (to use
a Marxist term) both in the West and Russia are less favourable to the
Baltics, even though joining EU is much more difficult. NATO has no
80.000 page acquis to be adopted as a condition for membership. Rath-
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er, the decision is overwhelmingly of a political nature even as it was
for the three CEE states already admitted, only even more so; the Bal-
tics are much closer to Russia than the present three new members.

Russian opposition to Baltic NATO membership is the main obsta-
cle while the Baltic “lobby” in NATO is basically restricted to that of
the USA and Denmark. The role of the USA is key to Baltic member-
ship in NATO, but even here there is a strong desire for a pause to
further enlargement after the initial three eastern new members are “di-
gested” in the alliance system, which itself is undergoing change in
response to new threats and challenges.

However, the insecurity of the Baltics is also the insecurity of Eu-
rope in the sense that Russian foreign and security policy toward these
“former republics of the Soviet Union” is also a barometer of Russia’s
ability to distance itself from the Soviet past. If Russia still considers
these states her special domain, that the incorporation of them into the
Soviet Union in 1940 was legitimate, then the European security mod-
el based on cooperative security for the next century will become wish-
ful thinking and interstate matters can revert to those that prevailed
throughout this century.

This would happen because, as pointed out by Stephen Blank in his
study on NATO enlargement and the Baltic states, any “threat to the
Baltic states or acceptance of their diminished security also endangers
the other littoral states and thus Europe.”! Blank cites Volker Ruhe,
Germany’s former Minister of Defence as saying “the Baltic states are
the practical testing ground for meeting the challenges of reshaping
NATO’s missions, territorial scope, the relations between the United
States and its European allies, the hoped for partnership with Russia,
and, in general, for building the Europe we want to see.”

The US-Baltic Charter (signed 16 January 1998) and acknowledge-
ment of the Baltics as future NATO member states, indeed, Russia’s
own offers of security guarantees to the Baltics in October 1997 attest
to the validity of the observations cited above. But recognition of the
legitimacy of Baltic security interests is only one part of the Baltic
security equation which must add up to the desired end — as aptly put in
the Latvian Foreign Policy Concept, to achieve “the irreversibility of
restored independence”. For this nothing better than NATO member-




14 Atis Lejin$

ship is on offer but the missing part is reconciling the hesitancy of most
NATO states to actually include the Baltic states in the next enlarge-
ment round.

The Baltic states, together with Finland and Poland, successfully
broke away from Soviet Russia in 1918-1920 by defeating the Red
Army but, unlike Finland and Poland, were incorporated into the Sovi-
et Union in 1940. Though this annexation was not recognised by the
Western democracies, no significant efforts were made by the West
either to “Findlandize” or “Polandize” their status in relation to the
Soviet Union during the Cold War years.

The Baltic states instead became provinces of Russia within the
Soviet Union framework with the last vestiges of national territorial
armed forces abolished in the fifties. All three small states were sub-
jected to what is now called “ethnic cleansing” followed by systematic
Russification which, however, hit the three Baltic states unevenly. Latvia
bore the brunt of Russification while Lithuania, more on the periphery
and with a much smaller industrial base than Latvia and Estonia, was
able to best resist the tide of Russification. By the time independence
was restored the percentage of Latvians and Estonians in their national
homelands had sunk to barely a little over 50 and 60 per cent respec-
tively.

Although the demographic situation for both Estonians and Latvi-
ans is gradually improving after the departure of the Russian imperial
administration in 1991 and the Russian army in 1994, this aspect of the
prolonged occupation has left a Soviet legacy of very large Russian
minorities of 30 per cent in Latvia (of which 10 % are Latvian citizens
belonging to Latvia’s historic Russian minority) and 28 % in Estonia
(unlike Latvia, Estonia had a smaller Russian historic minority) - which
has security implications for both countries because Russia uses these
minorities as an instrument in her foreign policy toward both Baltic
states under the guise of human rights.

Lithuania, whose Russian minority amounts to only 8 % of the total
population (Poles form the second largest minority of 7 %), on the
other hand, “inherited” Russian rail and air military transit rights con-
necting Belarus to Kaliningrad, and the exclave itself, which is squeezed
between her and Poland.
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Even though Russian transit rights through Lithuania do not com-
pare to the significance of the “Danzig corridor,” nevertheless one can-
not help but draw comparisons to it if the emerging international sys-
tem based on cooperative security breaks down. Obviously, the Kalin-
ingrad exclave is a factor to be reckoned with in the further enlarge-
ment of NATO. With the inclusion of Poland into NATO, Lithuania has
become a NATO border country sharing also a border with Russia to
the West (Kaliningrad) and Belarus to the East. According to the former
Lithuanian Defence Minister Audrius Butkevicius, this might put
Lithuania “in an exclusively vulnerable position.””

It is difficult to assess which legacy after fifty years of occupation —
transit rights or the large Russian minorities — could pose the greatest
security threat to the Baltic states should the “experiment’™ with Russia
on the part of the West fail and revanchist forces come to power in
Moscow. Theoretically a Russia bent on dominating her closest neigh-
bours and facing only feeble resistance on the part of the West could
use both factors in destabilising the Baltic states. As the history of the
USSR shows, particularly the events leading to the annexation of the
Baltic states in 1940, any pretext can be invented to justify acts of
aggression.

The EU roadmap

Finding themselves placed in the unenviable “Soviet ghetto” — a condi-
tion for which the Baltic states themselves are not responsible — initial-
ly delayed the Baltics from integrating into the EU. The European
Agreements with all three Baltic states were ratified by EU members
states only by late 1997 and came into force on 1 February 1998. This
was a consequence of the collapse of the Soviet Union in 1991: the
other Central and East European EU candidate states, except for Slov-
enia, broke away from the still-existing USSR orbit already in 1989
and became associate states earlier. Slovenia became an EU associate
state in 1996 only after property claims raised by Italy were settled
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between Slovenia and Italy.

This historically determined timetable, however, does not mean that
the Baltics lag behind the other CEE states today. An internal EU Com-
mission note grading the ten CEE states in late 1996 showed that the
Czech Republic, Hungary, Slovenia, Slovakia and Estonia were in the
first, most economically advanced group. Poland, Lithuania and Latvia
were placed second, while Romania and Bulgaria were deemed to be
far behind in meeting membership criteria.’

Without the energetic lobbying of her Nordic neighbours the Baltics
might have dropped “out of Europe” altogether. On 4 October 1994 the
EU foreign affairs ministers meeting in Luxembourg decided to admit
CEE ministers responsible for foreign affairs, finance, interior, trans-
port and environment to take part in the so-called “structural dialogue”
with the EU. The Baltic states, however, were not on the agenda and
hence faced the very real prospect of being split off from the rest of the
CEE states into a distinct “former republics of the USSR” category.

Due to the intervention of the Nordic countries (even before Finland
and Sweden formally became EU members) the Balts were put on the
agenda. The Finnish Foreign Minister Heikki Haavisto said that “by
zeroing in on six countries that have already signed association pacts,
the EU risked excluding Lithuania, Latvia and Estonia, which share so
much tradition with Scandinavia.”¢

As aresult, the EU Trade Commissioner Sir Leon Brittan promised
to speed up EU association agreements with the Baltics in order to
pave the way for membership negotiations. He “hoped that the three
Baltic states would all be in a position to sign the so-called European
Agreements and thus join the Central European six by the end of the
year.”” Sir Brittan proved over optimistic — the European agreements
were signed in June 1995 — but a dangerous strategic gap between the
seven central and south eastern and the three north eastern CEE coun-
tries was averted.®

Mr. Douglas Hurd, the British foreign minister in his remarks at the
meeting indicated the geopolitical disadvantage that the Balts faced.
According to diplomatic sources, he said that the proximity of the Bal-
tic countries to Russia gave rise to security problems which could make
their membership in the EU hard to accept. After the meeting he ex-
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plained “we all have great sympathy for the Baltic states, not only in
words. But we do not know how the security arrangement will be
solved.”

The reluctance to admit the Baltic countries into the EU by Germa-
ny, France and Great Britain at that stage has also been noted in what
has now become the classical treatise on the Baltic security challenge
(o the EU and NATO by the RAND analysts Ronald Asmus and Robert
Nurick, NATO Enlargement and the Baltic States. They point out that
after the December EU summit in Madrid “Chancellor Helmut Kohl
argued that the Baltic states should not be considered in the first wave
of EU enlargement because to do so would encourage their desire for a
defence guarantee.”°

The “security arrangement” within the EU membership framework
became clearer in the following years and to the benefit of the Baltic
states because shifting coalitions spearheaded by the Nordics within
the EU acted to the advantage of the Balts. As made clear in the RAND
report this position was also supported by the USA. However, the Nor-
dics have not always been united and have themselves shifted sides
when national interests so demanded.

When it came to the question of leaving out the Baltic countries
from the first EU enlargement round altogether due to the negative
attitude of the major powers in Europe, Finland and Sweden departed
from their policy of a common start for all ten candidate states and
pushed to have at least Estonia included in EU’s first enlargement
phase.! They succeeded as reflected in the 1997 Amsterdam EU Com-
mission Agenda 2000 opinion on Estonia.

The rational advanced by the Finns to support their position was
that countries such as France and Germany preferred to admit only the
three that were being admitted to NATO. “There was no reason to sink
the membership project of all Baltic states by insisting on all three.”!?
This was foreseen by Asmus and Nurick — if the choice was presented
to the Nordic countries of only admitting one Baltic state or none at all,
they would opt for the first choice. Germany’s support would be cru-
cial, after which France and Great Britain would follow suit. They also

argued that “ultimately” it was in the interests of all three Baltic states
if one of __f T
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After the Amsterdam Commission report, however, the danger im-
mediately arose that only Estonia would break out of the “Soviet ghet-
to.” Latvia and Lithuania appeared to fall into a grey area between
Poland and Estonia. Furthermore, there was the likelihood that, be-
cause of the financial and institutional reform impasse in the EU, Latvia
and Lithuania may slide into a “Turkish trap” and wait forever for invi-
tations to begin accession talks. This state of affairs ignited a frenzy of
diplomatic activity on the part of Latvia and Lithuania and compelled
Sweden to switch sides back to Denmark calling for a common start
for all CEE candidates.

The EU Commission recommendation carried the potential possi-
bility of knocking out the corner stone of Baltic security — Baltic coop-
eration — and throwing the Baltics back to the disunity of the 1930s
when each Baltic state pursued separate foreign and security policy
objectives. This contradicted the EU’s professed strong support for re-
gional cooperation schemes — the Barents, Baltic and Black Sea areas,
Central European Initiative, various initiatives in the Balkan region,
etc., “as factors promoting stability and security in Europe, as well as
European integration”.!*

Baltic Sea regional cooperation is impossible without close cooper-
ation between the three Baltic states. Furthermore, Baltic cooperation
is the “general rehearsal” for EU membership."

The EU Council in Luxembourg in December 1997 reached a com-
promise between the two competing models on how enlargement should
proceed, i.e. the stadium model in preference to the common start for
all versus the group (best only) models. The stadium model was put
forth by the German Foreign Minister Klaus Kinkel and was crucial to
the security of the Baltics: while Estonia definitely moved out of a
“grey” security zone the other two Baltic states were not doomed to
remain in that zone.

The Council affirmed the Commission recommendation that Poland,
Hungary, the Czech Republic, Slovenia and Estonia be the first coun-
tries to be invited to begin accession talks but also decided “to launch
an accession process compromising the ten Central and East European
applicant States and Cyprus” which “will form part of the implementa-
tion of Article O of the Treaty on European Union.”!¢
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It also stated, however, that the “decision to enter into negotiations
does not imply that they will be successfully concluded at the same
time” and that their “conclusion and the subsequent accession of the
different applicant States will depend on the extent to which each com-
plies with the Copenhagen criteria and on the Union’s ability to assim-
ilate new members.”"’

According to the stadium model, as elaborated by Dr. Kinkel to the
three Baltic foreign ministers in Riga on October 17 before the Luxem-
bourg summit, ten candidates march into the stadium together, but only
those best fit begin to run (general screening with parallel bilateral
talks leading to accession talks, i.e. the intergovernmental conference
by the end of 1998) while the others undergo an EU-Fitness programme
(bilateral talks only after general screening completed in March 1999),
and then only allowed onto the track (intergovernmental conference).
The essential point is that the late starters could overtake the frontrun-
ners if they proved to be faster.'

Though Latvia and Lithuania preferred the common start approach
to enlargement the Luxembourg decision was nevertheless hailed as a
victory by Latvia and Lithuania for obvious reasons: it was incompara-
bly much better than the “best only” group model and also because
they expected to quickly to move to the forefront. It did, however, leave
some hurt feelings between Sweden and Finland, because Finland sup-
ported only Estonia even at the Council meeting for reasons already
noted.

It also left some hurt feelings between the Baltic states, needless to
say. Latvia expressed fears that Baltic cooperation would suffer if only
Estonia were to be admitted to the negotiation table. In addition, this
would be a signal for Russia, which would try to increase her political
and economic influence in Latvia and Lithuania.'® This ruffled feathers
in Tallinn since Estonia protested that she had no intention of abandon-
ing Baltic cooperation. Yet Latvian fears that she could become vul-
nerable were partly founded as seen in the Latvian-Russian March cri-
sis in 1998, when hidden economic sanctions against Latvia were im-
plemented that are still partly in effect today in the form of discrimina-
tory tariffs for transit goods.?

The EU did notice the possible results of its decision for Baltic co-
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operation, if not security. When the EU Commissioner for Industry and
Telecommunications Mr. Martin Bangemann expressed concern about
possible rivalry among the Baltic states over prospects for joining the
EU and NATO on a visit to Tallinn, the Estonian Prime Minister Mr.
Mart Siiman assured him that Estonia’s EU admission would boost the
membership prospects of the other two.”!

Lithuania’s relations with Estonia appeared to be more strained than
those between Latvia and Estonia. Latvia, though admitting that the
Commission’s opinion was a “cold shower”, never claimed that she
was ahead of Estonia except in some areas, for example, state pension
reform. Lithuania appeared to give the impression that she was, in fact,
better than Estonia across the board. At the close of the summit in
Luxembourg the Lithuanian Prime Minister Mr. Gediminas Vagnorius
reacted to the offers of help from the Estonian Foreign Minister Mr.
Toomas Ilves that Estonia needed as much help as Lithuania. He claimed
that Lithuania showed better macroeconomic data than Estonia and
Latvia.?

Is the stadium model working according to the expectations of the
“pre-ins?” The Composite Paper prepared by the EU Commission on
progress by each of the candidate states in 1998 is not lavish in praise
for the ten CEE candidates, criticizing especially the Czech Republic
and Slovenia for backsliding, and warning them if “this stagnation con-
tinues it would create a problem for the capacity of these countries to
meet their obligation as future Member States in the medium term.”?

Latvia, though receiving the most praise, was not, however, put on
the fast track, but did receive assurance that this could happen in 1999,
“...the Commission wishes to highlight the particular progress made by
Latvia. If the momentum of change is maintained, it should be possible
to confirm next year that Latvia meets the Copenhagen economic crite-
ria and, before the end of 1999, to propose the opening of negotia-
tions.”*

Lithuania followed closely on the heels of Latvia with this evalua-
tion: “Considerable progress has also been made by Lithuania. How-
ever, additional measures are needed and some recent decisions need
to be tested in practice before it can be considered to meet the Copen-
hagen economic criteria, which should allow the Commission to pro-
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pose the opening of negotiations.”* Estonia’s evaluation was not par-
ticularly highlighted in either positive or negative terms.

Although the Commission asserts that the evaluation is based solely
on objective criteria, the struggle within the Commission over each
country’s evaluation and the rearguard battle that was fought within
the Commission up until the General Affairs Council meeting on the
cve of the Vienna summit showed clearly the conflicting national inter-
ests of each member state and thus the role of politics in managing
cnlargement.

Though the General Affairs Council “generally endorsed the Com-
mision’s report, including the analysis in the composite paper,”* the
Council’s printed document could not hide the conflict of national in-
terests over the question of enlargement. Latvia and Romania are a
case in point.

In the Composite Paper the Commision states that Romania has made
no progress since 1997 and she needed support from the EU and the
international community to get back on track.” The General Affairs
Council hides this grave assessment in the following sentence: “It also
noted the progress made by Bulgaria and the reform efforts being made
by Romania.”?

This wording reflects the national interests of the EU southern states
and France which are directed mainly toward the Mediterranean and
the Balkans and not the Baltic sea region with regard to enlargement,
and was one of the factors that contributed to the lack of dynamism at
the Vienna summit, even though the European parliament strongly urged
the EU to open accession negotiations with Latvia “without further
delay.”?

Latvia’s standing was given a further boost by the positive results of
the national referendum in October, preceding the Vienna summit, lib-
eralizing the citizenship law as recommended by the OSCE and admis-
sion, as the first Baltic state, to the World Trade Organization (WTO)
in the same month.

The Commiission itself expected that the Vienna summit would give
“a more or less precise date for the opening of negotiations” to Latvia
and “also (to a lesser extent) Lithuania and Slovakia.”*® The Vienna
meeting, however, became a “non-event” leaving outstanding issues to
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be resolved during the German and Finnish presidencies in 1999. En-
largement has been left to the Helsinki summit in December and only
then will the Commission say whether it is “disappointed” if accession
talks are not opened based on its recommendations.*!

The coalition in the Commission supporting the year “1999” for
Latvia was spearheaded by commissioners from the Scandinavian
states, including a hesitant Finland and the commissioner for external
relations Hans van der Bruck. Opposing were France and her allies
who kept their eyes on Bulgaria and Rumania while Germany was
mainly concerned in addressing Agenda 2000 issues, i.e. the package
of financial reforms that the Inter-governmental Conference (IGC) had
not resolved in Amsterdam in 1997. Only after progress was made in
this area during the German presidency could Latvia, Lithuania and
Slovakia as the most likely candidates be invited to start substantive
negotiations during the Finnish presidency. The new German Social
Democratic and Green government was no longer willing to remain
the paymaster of the EU.*

This development was not foreseen by Mr. Kinkel when he launched
the stadium model, but was foreseen by the Commission when it in-
serted the conditional clause that further enlargment was depended also
on the “ability to assimilate new members,” (the “fourth Copenhagen
criteria”) as already cited.

This means that unless financial and also institutional reform of the
EU is implemented, no new states can be admitted after the present
five “ins” plus Cyprus join the EU since the existing EU institutions,
already overstrained with 15, certainly cannot cope with more than 21
member states. This paramount question, in addition to reforms in the
financial sector, are the two major “leftovers” from the Amsterdam
IGC. It remains an open question whether these issues will be resolved
before the first CEE candidate states are ready to join. According to the
expectations of the five already on the fast track this should take place
in the years 2002-2003. The general impression, however, is that this
is a too optimistic scenario: if EU reforms are weak the EU may not
decide to enlarge until 2007 when the next EU financing period begins.
In addition, other factors may delay enlargement, i.e., a weak euro may
cause instability in the European Monetory Union (EMU), or, for ex-
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ample a right-wing reaction in some EU states against feared *cheap
labour” from new EU members.

Whatever the time frame that the EU may choose for enlargement,
the security implications for the three Baltic states can be a destabiliza-
tion of the region if all are not included in accession negotiations and
accession itself with a minimum time lag between them. The former
minister Klaus Kinkel underscored this possibility and the responsibil-
ity of Germany to ensure the region’s stability and continued growth,
which, he points out, is in the interests of not only Germany, but of
Europe in general. He appealed that the other two Baltic states be invit-
cd to start talks already during the Germany presidency and that this
would be especially important for Latvia. According to Mr. Kinkel, “it
would be a clear signal to Russia that the Baltics belong to West Eu-
rope. While Estonia and Lithuania have partners in strong neighbours,
mainly Finland and Poland, Latvia stands alone.”

The jury is still out whether the March Berlin EU summit in 1999
solved the conflicting financial interests of the EU member states in
the hotly contested batttle for funds allocated by the Common Agricul-
tural Policy (CAP), and the structural and cohesion funds for the finan-
cial period 2000-2006 in order to accomodate the “accession of new
Member States starting from 2000” as claimed by the EU.* Although
the Berlin summit reiterated that enlargement remains a “historic pri-
ority for the EU,” the overall rationale for enlargement is often over-
looked in the politics of reconciling the financial, institutional, and
national interests of EU national member states. The rationale is basic
to the security of the Baltic states: “The best long-term method of en-
suring peace and stability in the region (CEE states) ... lay through
bringing this swathe of ex-Communist countries into the EU family,
however inconvenient and costly the process might be.”*

Yet the war in Kosovo undersocred this rationale with a vengeance
as the Cologne meeting in June demonstrated only too well before the
mass media when President Ahtisaari returned from Belgrade with the
good news that peace was at hand. The result may well be that the EU
reverses itself in Helsinki and returns to the common start model for all
candidates in order not to politically isolate Bulgaria and Romania, the
weakest candidates. In so, then war and instability in the Balkans will
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play a bigger role in the further dynamics of enlargement than peace
and stability in the Baltics.

The tra}iéatlantic link — NATO

The Baltic states from the very beginning of restored independence
quickly made known their enthusiasm to join NATO. The former “en-
emy” was seen as the sole guarantor of independence against Russia,
which was mistrusted and which had troops in all three states inherited
from the Soviet era until 1994. Relations with Russia were strained not
only because of the presence of the Russian troops which were viewed
as symbols of the long occupation, but also because all three Baltic
states had to accept that a large number of retired Soviet army officers
remained living in their countries as part of the deal in securing the
withdrawal of the Russian army. Latvia was left with 20.000 retired
officers, twice the number in the other Baltic states. Coercive diploma-
cy on the part of Russia over the citizenship issue for “Russian speak-
ers” and a massive international campaign alleging gross human rights
violations in the Baltic states (in the beginning no distinction was made
between the three Baltic states in this campaign) strengthened the po-
litical elite’s striving for NATO membership.*®

Although Russia’s procrastination in signing border agreements with
Estonia and Latvia cannot hinder these countries from joining the EU
as evidenced by the Luxembourg summit decision to start accession
negotiations with Estonia, the case of unsigned or unratified border
treaties with Russia with regard to NATO membership is more prob-
lematic. Despite the readiness of Estonia and Latvia to cede territory to
Russia that was “donated” by the two states when they were “socialist
republics” at the end of World War Two, only Lithuania, which lost no
territory to Russia during the Soviet occupation era and regained the
Vilnius area lost to Poland before the war was able to achieve a border
agreement with Russia by the end of 1997. It, however, still remains to
be ratified by the Russian parliament. This may not be easily done,
since influential nationalist and communist forces demand that Klaipe-
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da be “returned” to Kaliningrad.*

In addition to the paramount Russian opposition to Baltic member-
ship in NATO, unsigned borders merge into the larger, rather diffuse
image the West has of the Baltics as “indefensible,” which, when com-
pounded by the problem of Kaliningrad and transit rights through
Lithuania make Baltic accession to NATO a much greater challenge
than it was in the case of Poland, Hungary and the Czech Republic.

NATO, until the launching and implementation of the Partnership
for Peace Program in 1994, demonstrated a very cautious attitude to
the Baltics not unlike that of the EU. An attempt to gain support for a
common start for NATO partner countries floundered in 1996 at a meet-
ing of the Nordic and Baltic defence ministers in Lithuania because of
divisions between the Nordic ministers. A paragraph in the draft press
statement essentially calling for a common start which “would allow
NATO to tackle security problems in a comprehensive manner, with-
out creating “grey zones,” was deleted from the statement released to
the press.®

Until 1996 when a number of Swedish anti-tank shoulder-fired rock-
ets were delivered to BALTBAT, the Baltic Peace Keeping Battalion,
an unofficial arms embargo was upheld against the Baltics.*® The West-
ern powers were very careful in their relations with the Baltics: a care-
ful balance appears to have been struck between supporting Yeltsin
and his reform policies in Russian internal politics and the nascent Baltic
states, Support for the Balitc states gradually increased, especially af-
ter the Russian troop withdrawal and successful Baltic military coop-
eration in peacekeeping which attracted Western aid. The increasingly
deteriorating internal situation in Russia and the example the Baltics
set as the only successful “former republics of the Soviet Union” also
played a role in increasing the confidence of the Western democracies
in militarily aiding the Baltics.

By the beginning of 1998 the security situation for the Baltic states
had improved considerably. Arms were being delivered to the Baltics
and the last Russian military base in the Baltic states, the Skrunda ABM
site in Latvia with several hundred military specialists ceased opera-
tions on 31 August.*

Photographs of Kohl and Chernomyrdin — leaders of the two coun-
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tries which carved up the Baltic states into spheres of influence on 23
August 1939 — shaking hands with the Baltic prime ministers in Riga
on 23 January 1998 at the Council of Baltic Sea States (CBSS) summit
projected an image of the improved security climate. However, this
could not hide the question posed by the German media to Baltic poli-
ticians why it took the Chancellor (unlike other European and Transat-
lantic leaders) so long to come to any one of the Baltic states — and
when he finally did come — only within the context of an international
conference? The politicians deftly side-stepped the question and
stressed instead the significance of his visit to the Baltics. An honest
answer would have been that German-Russian relations had primacy
over German-Baltic relations.

The observation made by Asmus and Nurick in 1996 in the very
first sentence of their RAND report that the Baltics and NATO enlarge-
ment is “‘one of the most delicate questions facing the Alliance” is still
valid.* Deputy Secretary of State Strobe Talbott during his visit to the
Nordic countries in January 1998 affirmed the validity of this observa-
tion by saying that ultimately, the Baltic states are “the litmus test for the
success of NATO enlargement and for our European policy as a whole.”*

The Baltic question is delicate because the three states — Poland,
Hungary and the Czech Republic — that were invited to join NATO in
1997 and subsequently did join were the states least facing a threat
from a possibly revanchist Russia and are, in addition, not militarily as
weak as the three states that need a collective defence insurance policy
most of all — Estonia, Latvia and Lithuania.

The explanation for this development, as given by President Clin-
ton, was that the logic of winning support for NATO enlargement in
the West demanded that “enlargement had to start with the strongest
candidates or else it would not have started at all.” He said that the
Baltics will be invited but in the meantime their security would be in-
creased by the initial enlargement because “stability was expanded to
their borders.”*

Yet the argument could be turned around to claim that the logic of
winning support for enlargement in the West demanded that the Baltic
states be left out of an expanded NATO, at least for the foreseeable
future. Only the strongest candidates could be admitted because they
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did not threaten the status quo, hence the security of NATO member
countries. Since these countries could be defended, Russia would not
think of upsetting the security of herself and Europe by taking meas-
ures against their inclusion in NATO. This led to the paradox that since
the Baltic states “cannot be defended” their admission to NATO must
be postponed until a point in time when they “can be defended.”

This Catch-22 situation underlies the vulnarability of the Baltic states
and gave basis to the question raised whether Poland’s admission would
improve or diminish the security of the Baltics in the debate before the
NATO Madrid Summit.* An “Austrian solution” for the Baltic states,
as proposed by Sir Douglas Hurd in a speech on 28 March 1996 at the
International Institate of Strategic Studies in London, was not the an-
swer to the paradox because the Baltic states would be dependent on
Austria first joining NATO and, before the Balts could follow in Aus-
(ria’s footsteps, they would be left in an uncertain security limbo.*

Subsequent developments show that Austria — apart from the fact
that drawing parallels with the Baltics is very tenuous — is split down
the middle over the question of joining NATO. Austria’s ambivalent
attitude to NATO was demonstrated when she refused NATO planes to
fly over her territory when NATO began bombing Yugoslavia (FRY)
after the collapse of the Rambouillet peace talks in March 1999. NATO
was compelled to redirect its planes over Slovakian airspace. The Bal-
tic states, though situated in a much more exposed geopolitical loca-
tion than Austria, expressed clear support for NATO’s actions against
the FRY.

According to a study on NATO after the first enlargement by Hans
Binnendijk and Richard Kugler, the Baltics “pose perhaps the most
difficult dilemma. The Western community faces a moral imperative to
ensure that these democratic countries are made secure. Militarily, they
are too poorly prepared to defend themselves, much less perform other
NATO missions... NATO would be hard-pressed to rush reinforcements
to them in time to ward off major aggression. NATO needs to avoid
making hollow Article 5 commitments that cannot be carried out when
needed.”

Despite Russia’s vehement opposition — and that of the New York
Times as the main vehicle for opposition to NATO enlargement in the




28 Atis Lejin

USA - the July NATO Madrid summit in 1997 invited Poland, the
Czech Republic and Hungary to join the alliance and also took a step
toward the Baltic states. The communiqué states: “At the same time,
we recognise the progress achieved towards greater stability and coop-
eration by the states in the Baltic region which are also aspiring mem-
bers.”¥ There was no doubt which these states were since Poland was
no longer an aspiring member and Finland and Sweden are not yet
aspiring members.

Though Romania and Slovenia are named specifically, the wording
leading up to them reflects a subtle difference in the perception of these
countries: “With regard to the aspiring members, we recognise with
great interest and take account of the positive developments towards
democracy and the rule of law in a number of south-eastern European
countries, especially Romania and Slovenia.”(48)

Though uninvited, the Madrid declaration was welcomed by the
Balts: the wording could have been worse. The relatively positive ac-
knowledgement of the Baltics as aspiring members was brought about
by Germany, Denmark, the USA and Great Britain after a protracted
struggle between France and her allies which fought on behalf of Ro-
mania and Slovenia.* This “smoke-filled room” scenario late into the
night was not repeated at the Washington summit on April 23-24 two
years later: the war in Kosovo overshadowed all else, and no state ob-
jected to naming Estonia, Latvia and Lithuania together with the other
aspiring members Romania, Slovenia, Bulgaria and Slovakia.

However, if Russia’s opposition to the initial NATO enlargement
was a smoke screen for the real battle — stopping the Baltics from join-
ing, then the stakes have been raised now that the three central Europe-
an states are in. The Russians are said now to have fallen back to their
main “line of defence.”>

Apart from geopolitical considerations, Baltic membership in NATO
hinges on two more factors: participation in the Partnership for Peace
program, the Membership Action Plan (MAP) launched at the Wash-
ington summit designed specifically for aspiring members, and the
development of effective national defence forces.

The Partnership for Peace (P{P) program launched by NATO in Jan-
uary 1994 was enthusiastically embraced by Tallinn, Riga and Vilnius.
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There was no initial scepticism as in the other CEE capitals; in the
words of the Estonian ambassador to the EU Mr Clyde Kull, the PP
was an “elegant solution to a complex and evolving problem, or, in
other words, the right step in the right direction at the right time (R3).”%!
The reason was, of course, a feeling in the Baltics that they were much
more disadvantaged than the Poles or Czechs because of their geopo-
litical vulnerability.

Interaction between NATO and the Baltic armed forces quickly set
standards which the latter had to meet in order to comply with the Indi-
vidual Partnership Programs (IPP) within the framework of the P{P
program. Though the Baltic forces had to be organised from scratch,
ingrained habits from service in the Soviet military, especially among
senior officers, could only be broken by Western training and acclima-
tisation in the Western military environment.>

Balts regularly participate in PfP exercises and in September 1997
the first PfP exercise “Cooperative Best Effort” took place in the Baltic
states in Latvia. However, military exercises on Baltic soil with for-
cign participating countries involving all three Baltic states preceded
“Cooperative Best Effort:” since summer 1996 American troops have
taken part in annual “Baltic Challenge” exercises together with nation-
al units from the Baltic states involving over 5000 troops.

Military assistance and training to the Baltic countries comes from
individual NATO and non-NATO states coordinated by several steer-
ing committees. The latter are made up of defence attaches and other
military personnel mainly from Scandinavia, the USA, Great Britain,
Germany and, to a lesser extent, France. The steering groups, with over-
lapping membership, and working together with Baltic military repre-
sentatives, are responsible for the three joint Baltic military projects.
They are BALTBAT, the Baltic peacekeeping battalion, BALTRON,
the Baltic peacekeeping naval squadron, and BALTNET, the Baltic air-
surveillance and control network, which, when developed, will be link
to the NATO air-surveillance network through Poland. Their headquar-
ters are located in Latvia, Estonia and Lithuania respectively.

The most recent addition to Baltic military cooperation is BALT-
DEFCOL, the Baltic defence college in Tartu, Estonia for Baltic mid-
dle level officers headed by a Danish director.
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Many of the countries contributing to the development of these four
cooperation projects do so in “the spirit of PfP” as part of their commit-
ments agreed upon in their Presentation Documents within the PfP
framework. The main foreign contributors are the Scandinavian coun-
tries, the USA, Great Britain and Germany. Training of BALTBAT be-
gan already in 1994 and its three national companies participate on a
rotating basis in SFOR in Bosnia.

BALTBAT as a unit consisting of almost 500 men is in principle
ready for operations if assisted by staff elements from other countries.
While more time will be needed to train and equip BALTBAT as a light
infantry battalion meeting all the standards of any similar war-fighting
unit in the West, it is now the only battalion in the Baltics that meets
Western standards and could well fit into any NATO or West European
Union (WEU) armed task force. If the concept of CITF becomes oper-
ational, BALTBAT can be the Baltic contribution.

BALTRON, consisting of 5 ships — two each from Latvia and Esto-
nia, one from Lithuania., became operational in 1998. The naval per-
sonnel have already trained in various Western schools and have par-
ticipated in many exercises, including the yearly BALTAP naval exer-
cises organised by the USA in the Nordic and Baltic Seas. Germany’s
very cautious profile in assisting the Baltic military came to an end in
1997 when she became the chairman of the BALTRON steering group
and refitted the ships she had previously stripped of all weapons and
navigation systems before donating them to the three Baltic navies as
described in note 39.

The easing of the unofficial weapons embargo on the part of the
West against the Baltic states was signalled in the summer of 1996
when BALTBAT received older generation Swedish Carl Gustav anti-
tank shoulder rockets and when the USA supplied BALTBAT with M16
rifles in 1997, together with large quantities of M 14 rifles and ammuni-
tion to the armed forces of Estonia and Latvia. A year later in Sweden
and Denmark plans were drawn to deliver artillery and anti-aircraft weap-
ons systems in 1999 reflecting not only the diminishing role of Russia as
an inhibitating factor in Baltic military development but also the need
to defend the national interests of the Nordic states in the Baltics.

BALTBAT, a Baltic invention and the first Baltic military coopera-
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tive endeavour, played a key role in the lifting of the arms embargo:
Baltic soldiers could not be sent:to Bosnia or any other peace keeping
or peace enforcing mission without arms. The Israeli willingness to
sell modern infantry weapons to Estonia in 1994 and sales of Russian,
Polish, Czech and Romanian weapons to the Baltic armed forces con-
(ributed to overcoming the West’s hesitancy to arm the Balts. In addi-
tion, by not arming the Balts, the Western democracies faced the pros-
pect of loosing their influence in the Baltic states.

The military aid programs within the framework of the four Baltic
integrated regional military projects have approached levels where more
coordinated donor efforts are called for. Piecemeal and haphazard as-
sistance in the form of bits and pieces consisting of leftover military
¢quipment is already creating a problem for the fledgling Baltic mili-
tary services. Maintenance and the growing need of reserve parts for
the bewildering array of older generation equipment received from dif-
[erent donor states is becoming a nightmare for the cash-strapped Bal-
tic military.

In order to offset this, a Baltic security assistance coordinating body
(BALTSEA) was established by the donor states, which now coordi-
nates military aid programmes for the Baltics. Furthermore, individual
studies by the USA and Sweden have been conducted on the needs of
the Baltic states in planning and developing their embryonic defence
institutions in order to meet NATO standards. Particular attention must
be paid to the development of command structures, tactics, administra-
tive procedures and military doctrine in the Baltic armed forces, areas
which have been neglected in the PfP programme.

BALTSEA and advanced studies by donor states is a reflection of
how, in the space of a few years, an increasingly complex military as-
sistance program on the part of the NATO and non-NATO countries to
the Baltic states has developed and grown in scope.

Nevertheless, notwithstanding military assistance to the Baltics on
the national level, no Baltic state can yet field one, fully equipped and
trained infantry battalion. Donor states, as a rule, spread their aid to all
three Baltic states; Finland, however, has diverted most of her aid to
Estonia, while Lithuania has received the bulk of Polish arms and equip-
ment.
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A new aspect in the evolution of relations between NATO Partner
countries and NATO is the Euro-Atlantic Partnership Council (EAPC).
This institution, which supersedes the NACC (the North Atlantic Co-
operation Council) gives an increased say to Partners in NATO affairs
as in the planning of PfP exercises and peace keeping tasks, and may
also become a forum for debating NATO defence policy and strategy
matters. The Partner Staff Elements (PSEs) concept allows NATO part-
ner officers to be stationed at various NATO headquarters at the strate-
gic and regional levels. The creation of PSEs at the sub-regional level,
for the Balts at the NATO regional command BALTAP in Karup, Den-
mark, however, is still under consideration.”

If non-NATO Sweden and Finland together with Balts were to be
stationed in Karup, the “strategic home” concept advocated by Ronald
Asmus and Stephen Larrabee in Foreign Affairs and offered as an in-
terim solution to the problem of the “have-nots”, i.e., the Baltics who
want, but cannot presently join NATO, would become a reality.> After
NATO reformed its command structure system, the new subregional
North-East Command in Denmark for the first time will be responsible
for the whole Baltic sea region. This was earlier proposed by Asmus
and Larrabee in 1996 when they said that the Danish command post
“would be responsible for security in the region as a whole, not only at
NATO’s borders.”

Sweden and Finland cooperate with NATO through the Euro-Atlan-
tic Partnership Council and PfP and both states plan to increase this
cooperation with NATO in the future. According to the Finnish For-
eign Minister Ms. Tarja Halonen Finland, Sweden and Austria, by not
joining NATO can have a significant role to play in the interplay be-
tween NATO and aspiring NATO states, thereby enhancing stability.*
The interdependence of the Baltic states, Sweden and Finland with re-
gard to joining NATO is obvious — any step taken by any one of these
countries individually would directly influence the security of the oth-
er states and the region in general.

Another possible NATO stability-enhancing measure could be an
extension of the military cooperation agreement between Denmark,
Germany and Poland to include the Baltic states. This agreement was
implemented before Poland was invited to join NATO in 1997 and in
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anticipation of Poland’s membership in NATO in 1999, the headquar-
ters for the established joint Danish-German-Polish corps was located
in Poland.

Military aid is essential if the Baltic states are to qualify for NATO
membership. Even though a future invitation to join NATO will be
hased on political considerations, underdeveloped defence will be a
strong card for anti-enlargement proponents in the USA and Europe
who will exploit the “indefensibility” argument. Today one can only
speculate what the effect on the development of the Baltic armed forc-
¢s would had been if the NATO states most interested in the Baltic
region together with Sweden and Finland would had stepped in with a
considered and coordinated military assistance program already in 1991.

The readiness or non-readiness of the Baltic states to meet NATO
membership criteria has already been used in deferring their member-
ship to a later date and influenced political decision making in the Bal-
lic capitals. After the speech given by the then Secretary of Defence
William Perry in Copenhagen on 24 September 1996, where he said
that the Baltic states are “not yet ready to take on the Article V respon-
sibilities of NATO membership’’ each Baltic country, in the words of
the Estonian Foreign Minister Hendrik Ylves, made a strategic deci-
sion: Estonia made joining the EU her main foreign policy goal while
Lithuania opted for the very opposite — she doubled her efforts to join
NATO. Latvia’s position was “not clear.”*

The author agrees with this assessment except that for Latvia the
EU remained the main priority which, however, was not translated into
the same level of intense diplomatic activity as carried out by Estonia
until after the Amsterdam “cold shower” as already described. Reform
of the Latvian armed services began in earnest in 1997 and was boost-
ed when the military budget was raised by 42 per cent in 1999 to 0.92
per cent in the state budget and, depending on economic growth, to 1
per cent of the GDP by the end of the year.

Estonia achieved her goal but not Lithuania. Unlike the other two
Baltic countries, Lithuania waged a full-scale diplomatic initiative elic-
iting the support of Lithuanian parliament and even the Baltic Assem-
bly to convince NATO that Lithuania should be included in the first
enlargement round. The Seimas (parliament) issued an appeal to all
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NATO member state governments “to invite the Baltic states or at least
one Baltic state to start NATO accession negotiations together with the
first Alliance candidates.”

Similarly, the Baltic Assembly at its tenth session accommodated
Lithuania’s wishes and passed a resolution two days later urging NATO
governments and the North Atlantic Council in Madrid to “invite at
least one Baltic country to start the NATO accession negotiations to-
gether with the first new members of the Alliance,” and “to block the
way to any attempts to isolate the Baltic states from the full-fledged
participation in the processes of Euro-Atlantic integration.”®

The Lithuanian thrust toward NATO was based on the “Landsbergis
doctrine.” Formulated at the beginning of 1997, it signalled a shift to-
ward central Europe away from the Baltic states and the perception
that Lithuania stood a better chance to join NATO than the two other
Baltic states. It was recognised that Estonia’s close ties with Finland
would help her to join the EU therefore Lithuania, as a central Europe-
an state with a “strategic relationship” with Poland, would stand a much
better chance to join NATO if she would not be considered as an inte-
gral part of the Baltics. This was also the viewpoint of the Lithuanian
Foreign Minister Algirdas Saudargas who evolved the theory of the
“Baltic ghetto” that was hampering the national interests of each Baltic
state.®!

There never was any doubt that the formula “at least one Baltic state”
applied only to Lithuania. The Lithuanian parliament when debating
its appeal to the NATO states, was unable to answer the question raised
by the former Prime Minister of Lithuania Ms. K. Prunskiene as to
what would happen if, instead of Lithuania, Latvia or Estonia would be
nominated first to join NATO? She proposed that taking into account
the common Baltic strategic aim of securing stability in the region all
three Baltic states should be included in the first round.®

Earlier the Baltic Assembly in 1995 also had voted for the resolu-
tion tabled by Lithuania that “the achievement of one of the three States
shall be regarded as the achievement of all three” indicates that at least
Mr. Landsbergis, who headed the Lithuanian delegation, was already
thinking ahead.®

After the failure to gain NATO membership, Mr. Landsbergis was
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subjected to much criticism in Lithuania yet it appears that there has
not been a debate on how realistic such a strategy was. Although ques-
tions about its validity have been raised, emphasis is put on such nega-
tive factors as insufficient time to lobby NATO states, the US Senate
und public opinion. Further, it was hoped that Lithuania’s *“‘special ac-
liveness” will bring “certain dividends in the future.”®

In this Lithuania has succeeded to a certain degree. Zbigniew
Brzezinski, the former national security advisor to President Carter,
has proposed that Slovenia and Lithuania should be next on the en-
largement list. He argues to take all three Baltics in one bite would be
lo invite a quarre] with Russia that could be devisive both for Europe
and for the Alliance itself. Since Estonia was already in advance status
in negotiations with the EU, “it might be wise to make concurrent ef-
forts to facilitate Latvia’s entrance into the WTO and to open a NATO
information office in Riga.”®

The disequilibrium which would be caused by such a move is un-
derstood by Stephen Larrabee, who points out that Brzezinski’s strate-
gy “would need to be combined with strong economic, political, and
military support for Latvia in order to discourage any effort by Mos-
cow to put pressure on Riga.”% But if this aid was to be forthcoming, it
would lead to the paradox that Latvia may accrue more benefits from
staying outside NATO than Lithuania inside NATO.

The Lithuanian thrust was matched by the highest planned defence
cxpenditure (% of GDP) increases in 1997-1999 in the Baltic states:

1998 1999
Lithuania 1.34 1.51
Estonia 1.12 1.19
Latvia 0.67 0.92

This does not include expenditures for the border guards, anti-terrorist,
anti-crime armed units under the jurisdiction of the ministries of interi-
or. If GDP spending for defence were to be calculated according to
Latvian national defence criteria, Latvia’s GDP percentage for defence
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would be 3.2. Border guards and various elite police units would all
become integral parts of the defence effort in time of war, a point which
has been missed in the unofficial NATO mantra calling for 2 % GDP
defence spending. Regardless, all three states plan to increase defence
spending to 2 per cent in the near term future.

There is a clear danger, however, in raising military expenditure
faster than economic growth would permit as seen in the Romanian
case, once a strong favourite for NATO membership because of her
impressive military assets. Little is gained if one fighting battalion is
ready but the economic backbone of a country broken. In a longer per-
spective, Latvia’s decision in first reforming the Soviet state pension
system in 1996 (Latvia and Hungary are the only two CEE states to
have carried through this painful reform) may prove to be a greater
asset for NATO membership than the short-term gains of acquiring
more military hardware that would help little in guerrilla warfare. The
threat of waging partisan war is the only present military guaranty that
the Balts have for safeguarding independence and may grow in impor-
tance after the Kosovo war is fully analysed.

Until 1999 Latvia’s minimal defence spending (according to NATO
criteria) raised concern in the other Baltic states that this could nega-
tively reflect on prospects for the Baltic states to join NATO. The Esto-
nian Foreign Minister Mr. Toomas Ylves expressed his concern in a
speech on 10 March, 1998 at the University of Latvia in Riga. He un-
derscored the widely held view that in the politics of security, the Bal-
tic states are considered to be a united block and hence not likely to be
invited to join NATO one-by-one. In defence, one Baltic country’s
strong points will work in favour of the other two — and vice versa.”’

Joining NATO may be as long a process as joining the EU. The
NATO 50th anniversary in Washington but for the Kosovo war, would
have turned out just as predicted in Riga in 1997, a *“celebratory affair,
with the crowning act being the induction of three new members into
the Alliance — Poland, the Czech Republic, and Hungary.”*® Though
these three states joined NATO a month earlier and thus were able to
participate in the historic summit no new candidates were announced
as foreseen.”” The only commitment made was that the enlargement
process would be reviewed at the next summit in 2002.

loining the EU and NATO 37

The position of NATO to future enlargement was spelled out in two
main principles by the Prime Minister of Great Britain Tony Blair on
the eve of the Washington summit and which were incorporated into
(the Washington communique: 1. enlargement will continue at the right
pace, i.e. once the applicants and NATO itself are ready; 2. Their inclu-
sion in the Alliance strengthens European security as a whole.”

While following the road map (The Membership Action Plan - MAP)
to join NATO, the concept of “third party deterrence” in the Alliance’s
doctrine may gain a tangible security significance for the Balts. The
essence of this concept is “the effect that NATO’s deterrence posture
may have on the thought processes of a would-be aggressor who was
contemplating military action against a European country which is not
nctually a member of NATO ... The more so if his target nation was
ndjacent to NATO’s borders and a participant in the PfP Programme.””!

Lessons drawn from dealing with Slobodan Milosevic in the Kos-
ovo war may give added substance to the concept. On the other hand, if
NATO had lost the war — it would have lead to a “neutering of NATO ...
Rogues in Iraq or North Korea will know that asymmetric war renders
the West impotent. Japan, South Korea and Taiwan in Asia, or the Bal-
tic States in Europe will all know that if the West and the USA are
impotent on NATO’s borders, they will be even more likely to fail fur-
ther afield.”?

The “third party deterrence” concept may help in overcoming per-
haps the biggest drawback the Baltics face, mainly, the preconceived
opinion that they are “indefensible.” Such a value judgement can leave
the Baltics in a crisis situation ultimately isolated and hence vulnera-
ble.” The latest report by the Swedish Defence Commission recogniz-
¢s this and allows the possibility that Sweden can contribute to resolv-
ing conflicts in her adjacent areas by putting its armed forces at the
disposal of the UN or OSCE together with those of other countries.(74)

The weakness of the latter two organizations in stopping aggression
and in enforcing peace is well documented. Nevertheless, the Swedish
willingness to recognise a possible worst-case scenario and to be pre-
pared to react to it shows that military doctrine is catching up with the
major changes and political and economic developments in the Baltic
sea region since 1991.
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The American connection

In his speech at the Latvian Freedom Monument in downtown Riga on
6 July 1994 President Clinton said — “And as you return to Europe’s
fold, we will stand with you.”” Subsequent events have borne out this
promise. The Clinton administration is more sensitive to the needs of
the Balts than was the Bush administration. After his meeting with US
Secretary of State Warren Christopher on 8 April 1993, Latvia’s For-
eign Minister, Georgs Andrejevs, went away with the understanding
that Clinton had departed from the previous administration’s insist-
ence on siding with Russia, for example, over the “automatic citizen-
ship for Russian speakers” issue.”

America played the decisive role in persuading Russia to pull out of
the Baltic states. In the talks between Clinton and Yeltsin over the ques-
tion of Russian troop withdrawal and bases in Latvia the lease of the
Skrunda ABM radar base was reduced to four years. Initially Russian
wanted to keep Skrunda until 2003, the Liepaja naval base until 1999,
and the electronics listening station in Ventspils until 1997. At Presi-
dent Clinton’s insistence Russia was left with only a reduced term for
Skrunda.”

America became involved in the three Baltic military cooperation
endeavours already described, becoming the largest contributor to
BALTBAT. More significant has been America’s assistance in the de-
sign of the Regional Airspace Initiative (RAI) leading to BALTNET
which will, after implementation, link the surveillance of Baltic air
space to the NATO civil-military air traffic system through Poland. US
bilateral assistance to the Baltic states evolved from the internal policy
document” Baltic Action Plan and led to the “Charter of Partnership
and Cooperation Between the United States of America and the Re-
publics of Estonia, Latvia, and Lithuania.”

This document, known popularly as the Baltic-American charter,
was the brainchild of the American ambassador to Latvia Mr. Larry
Napper and conceived in early 1997 when it was clear that the Baltic
states will not be included in the first enlargement round.” It was signed
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by President Clinton and the three Baltic presidents in Washington on
16 January 1998. It’s essence can best be illustrated by the opinion
expressed by the US ambassador to NATO Mr. Robert Hunter at an
international conference in Riga: “... the freedom and independence of
this country and its sister republics is critically important for the Unit-
ed States. We are not about to stand still for another 51 year period of
the violation of the independence of Latvia and its two sister repub-
lics.”™

This sentiment is formulated in the charter as follows: “Europe will
not be fully secure unless Estonia, Latvia, and Lithuania each are se-
cure.” This is a strong commitment on the part of the United States but
it also underscores America’s continued commitment to European se-
curity and that the best way not the repeat the past experience of send-
ing troops and treasure to Europe when either a hot or cold war has
broken out is to achieve, as stated in the charter, a Europe that is “whole
and free.”

The recognition of the principle that the Baltic states belong to a
united and free Europe is an enormous security gain to the Balts: resid-
ual Cold War thinking based on the Yalta line that divided Europe in
half which had its pedigree in the infamous Molotov-Ribbentrop Pact
of 1939 still influences the thinking of important segments of the polit-
ical elite in the mature Western democracies. On occasion this gives
rise to statements that the Baltics belong to Russia’s spheres of “con-
cern” or influence.®® When such attitudes dove tail with thinking in
Russia, which sees the Baltic states as a buffer zone between Russia
and NATO, the results could be disastrous for the Baltics. As the histo-
ry of Europe shows, buffer zones are a recipe for disaster.

America, despite a certain degree of domestic scepticism and even
opposition, supports the integration of the Baltic states into European
and transatlantic institutions and, in addition, also undertakes coopera-
live bilateral relations with each Baltic country in security and eco-
nomics. As stated in the Charter, if a Baltic state feels that its “territo-
rial integrity, independence, or security” is threatened it can consult the
USA either bilaterally, or, together with the USA, use multilateral mech-
anisms that already exist for consultations.

Undoubtedly, the opportunity of security consultations on a bilater-
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al basis with the USA is a significant security asset for three small
states that have been more than once pawns in big power politics. Such
consultations can weigh more that consultations within NATO’s PP
framework. The inability of the major European states in reaching a
common stand during the Bosnian conflagration and the major role US
forces play in Kosovo strengthens the perception that the role of the
USA is decisive in settling European, i.e. Balkan wars.

The Charter has already been tested during the March Latvian-Rus-
sian crisis in 1998 when the FBI helped investigate the bomb explo-
sion at the Jewish synagogue in Riga which occurred on the very day
Richard Holbrooke arrived for a visit, followed by a “sharply worded
letter” sent by Secretary of State Madam Albright to Foreign Minister
Primokov as the crisis deepened.®

Another test was the audio-visual market dispute between the EU
and the USA concerning Latvia’s admission to the WTO. Latvia chose
the EU’s position and eventually the EU won the dispute; Latvia, after
all, was to become a member of the EU and the USA, as spelled out in
the Charter, supported Latvia’s EU membership. The dispute, howev-
er, delayed Latvia’s membership in the WTO for a year, a long time for
a state in transition desperately seeking new markets for its goods and
contending with discriminatory trading practices on the part of Rus-
sia.®?

Strategically, the USA sees the three Baltic states as key to regional
cooperation based on the concept of the old Hansa trading area cover-
ing North-eastern Europe. Latvia, which processes the bulk of goods
shipped from East to West has dubbed this concept the Amber Gate-
way; the USA calls it the North European Initiative (NEI).

This is a diplomatic initiative launched by the USA at a meeting of
the Nordic and Baltic foreign ministers in September 1997. The initia-
tive has three purposes: reinforcing the US’s own ties with the coun-
tries of this region; helping the new democracies of the region become
stronger candidates for membership in European institutions; and in-
creasing cooperation with Russia.®

The EU at its Cologne summit in June 1999 adopted guidelines for
a new concept called the Northern Dimension (ND). This overlaps in
some aspects with that of the American initiative. Both initiatives must
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still be elaborated and their value for regional cooperation awaits to be
tested in practical terms. But if projects within the framework of both
initiatives and their implementation are agreed upon in a spirit of coop-
eration and compromise reached between opposing national interests
and economic competition, the security of the Baltic sea region and
hence that of the Baltic states would be only enhanced as old concepts
ol buffer states and spheres of influence are made obsolete. Baltic sea
regional cooperation may well emerge as a model for other regions in
the world.

Conclusions

The Baltic states, after a generation of occupation and almost fifty years
of life as Russian provinces have done well in building their security
since the fall of the Soviet empire in 1991. All three have stable demo-
cratic institutions and functioning market economies and should no
longer be perceived as “former republics of the Soviet Union.” Any
comparison between them and the situation in Russia and the other
CIS states is no longer relevant.

Though there are few people who would say Russia presents a mil-
itary threat to the Baltics today, Russia is also the only possible source
of threats to Baltic security. The enormous power asymmetry between
the three Baltic countries and Russia predetermines the need for Baltic
integration into transatlantic and European institutions.

The Baltic states are now well on their way towards integration into
the BEuropean Union which would bring about the desired “soft” secu-
rity guarantees. Membership in NATO is much more problematic and
will, in the end, depend on three factors: Russia’s readiness to acknowl-
cdge Baltic membership in NATO; the Baltic peoples’ readiness to ac-
cept the policy priority of their elites and costs of membership; and the
readiness of NATO member states to pay for the inclusion of the Baltic
states into NATO.

It is difficult to foresee future domestic developments in Russia oth-
er than to say that things will get worse before they will get better. One




I 42 Atis Lejind

need not automatically pronounce Baltic membership in NATO as
“dead” due to Russia’s hardened attitude to NATO as a result of Kos-
ovo. The lesson that has been relearned from Kosovo is that only a
determined demonstration of massive force displayed from the very
beginning and readiness to use it can stop the tragedy of ethnic cleans-
ing and aggression on the part of Eastern dictators — hesitation and a
gradualist military reaction as on the part of NATO only multiplies the
tragedy and increases the costs that must be paid later.

Although it is in the Baltic states that Russia can still demonstrate
her lost great power status, this does not rule out the very opposite
conclusion that Russia can draw. With the arc of instability ranging
from the Balkans to Tadjikstan possibly spreading further north into
Russia to compound an already grim domestic situation, the Baltics, as
integral parts of the “new West,” can better serve Russia’s interests
than weak buffer states that can be manipulated and played against
each other according to the precepts of Great Power politics.*

The Balts have the rare quality of “former republics of the Soviet
Union” that pay hard currency for Russian gas, indeed, the Baltic states
together with Finland and Poland are the biggest consumers of Russian
gas in Europe. In less than a decade Poland and the three Baltics should
be EU members and Russia will have to deal with the Single European
Market, and not parts of the former Soviet empire. The EU is already
Russia’s major trading partner and the only market for Russia’s gas,
which, in addition to oil, is the major hard currency earner for Russia.
Even the little that Baltic Russians send to their relatives in Russia in
the form of care packages, or the humanitarian aid given by the Baltics
to Kaliningrad and other adjacent regions contributes to elevating, how-
ever little, impoverishment in Russia.

Russia’s attitude toward the Baltics is closely linked to the need for
reforms in Russia and the need for “new thinking” away from that
moulded by centuries of imperial behaviour. One cannot succesfully
reform Russia as a new state if one still regards the Soviet occupation
in 1940 as legitimate and the Baltics as legally part of the Soviet Un-
ion. There must be a total mental break with the past in order for Russia
to find a new identity and future as a European state in the next century.

The ideal situation would be if Russia simply “let the Baltics go”
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and wished them every success in the quest of NATO membership.
This would have a salutary effect for all parties involved, the Balts,
NATO, and Russia. By making Baltic membership in NATO a non-
political issue further enlargement after 2002 could be handled as EU
enlargement now is — slowly but surely. It would take off the pressure
on the Baltics to rush NATO simply for the reason that Russia opposes
their membership. More energy and treasure could then be devoted to
pressing social issues and to the building of a middle class, the very
backbone of democratic and secure states. Russia, for her part, would
demonstrate that she can overcome her past as a great imperial power
and begin to cooperate with the West, which is the only key to her
recovery and future success.

Unfortunately, the ideal world seldom matches the real world. But it
is the task of statesmen and policy makers to strive for the ideal.

In commenting the US-Baltic charter, the Washington Post noted
that the most important aspect of the charter was the recognition that
Estonia, Latvia and Lithuania were not problems to be managed but
partners to work with. The question now is whether Russia is ready to
recognise them as such not only in word but also in deed?® If it does
then the Balts should be able to walk through the open door leading to
membership in the new NATO at the same time as they join the EU.
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The Role of Central Europe
in Baltic State Policies

Daina Bleiere

Irﬁroductior_\

The Central European countries are becoming increasingly important
in the policies of the Baltic states. It is the direct consequence of the
enlargement process of NATO and the European Union. The Baltic
states and the Central European countries are participating in the same
process, which is designed to enhance cooperation between the aspir-
ant countries. At the same time the enlargement model, chosen by the
two organizations (especially, by the European Union), means that there
is inevitable competition between the candidate countries. It should
also be taken into account that membership in NATO by the Czech
Republic, Hungary, and Poland as well as the probability that they will
be admitted to the EU before Latvia and Lithuania means that the signif-
icance of the three countries in terms of Baltic foreign and security




52 Daina Bleiere

policy will fundamentally change. The international prestige of the
Czech Republic, Poland, and Hungary will increase, and that could
potentially mean increased influence of the three in Central and East-
ern Europe. The only question here is whether the three countries will
have enough resources and political will to take advantage of this in-
fluence. As NATO and EU member countries, the Czech Republic,
Poland, and Hungary will be able to participate in decisions concern-
ing Baltic membership in the two organizations. The status of the three
countries has already changed — cooperation with them now is cooper-
ation with NATO countries.

At the beginning of the 1990s, when the post-communist countries
of Central Europe shed the limitations placed upon them by the War-
saw Pact and elaborated new foreign policy strategies based on mem-
bership in NATO and the European Union, the so-called Visegrad coun-
tries were seen as the leaders of the post-communist world in terms of
political and economic reform, and in terms of cooperation with west-
ern security structures. The mission for the Baltic states was to catch
up with these countries and to ensure that they, too, would be included
in NATO and EU enlargement at the same time and on the basis of the
same criteria.

Until 1997, when the expansion process began in earnest, the Cen-
tral European countries were guideposts, fellow travelers and compet-
itors for the Baltic countries. Cooperation with the Visegrad states was
not the focus of extensive attention, because the Baltic states did not
have the diplomatic, economic and other resources needed to develop
equally active and intensive relationships with all countries and all re-
gions. The main priority for the Baltic states was integration with west-
ern structures, and that was the focus of their greatest effort. The activ-
ities of Central Europe in developing contacts with the Baltic states
were, likewise, not particularly extensive. The development of more
intensive relations was also hampered by the weak level of economic
integration between the Baltic states and the Central European coun-
tries.

The sole exception here is the development of closer relations be-
tween Lithuania and Poland, but that process was based on the specific
and fairly complicated relationship between the two neighbors and the
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resultant desire to normalize relations.

However, it should be stressed that Poland for the Baltic states has a
special significance as the closest and the biggest Central European
country, which at the same time, is also a Baltic Sea country. Taking
into account the historical legacy as well as the geographic situation of
Poland linking the Baltic states to Western Europe, the level of interac-
tion is much higher than with other Central European countries. Also
Poland understands that the historical legacy and the country’s geos-
trategic situation imposes an obligation to undertake an effort to devel-
op constructive relationships with its neighboring countries, especial-
ly, Lithuania, Ukraine, and Germany. Due to Poland’s size and eco-
nomic importance and potential it could play a more visible role in the
Baltic Sea region.

Today interaction between the Baltic and Central European coun-
tries has become more complicated. The Baltic states have proved that
they can compete with Central European countries on equal terms and
the actual level of cooperation in political, economic, military, and oth-
er spheres has increased. It has a positive as well as a negative side.

Apart from the Czech Republic, Hungary, and Poland, also Slova-
kia is a Central European country. During Meciar’s government its
chances to obtain membership in NATO and the EU before or simulta-
neously with the Baltic states were minimal. Now this country has en-
tered competition with Latvia and Lithuania as regards the EU, and it
has strong backing from the Czech Republic, Hungary, and Poland con-
cerning NATO membership.

But the Baltic states’ situation has became more complicated also
due to the Kosovo crisis. The Kosovo issue and the situation in the
Balkan region has made the problem of stabilization of South Eastern
Europe one of the main problems for NATO as well as for the EU. It is
obvious that NATO and the EU will pay increased attention to this
region, much must be done in order to stabilize the political and eco-
nomic situation in Balkans and to repair the damage caused by air strikes
and by Milosevic’s troops in Kosovo. However, there are many indica-
tions that NATO’s and the EU’s efforts to stabilize the situation in the
Balkans, could be done at the expense of slowing down of the eastern
enlargement of both organizations. Thus developments in Central Eu-
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rope in a broader sense (Central and Eastern Europe minus post-Soviet
countries) becomes even more important with regard to Baltic interests
and security concerns.

It should be taken into account that the accession process is becom-
ing increasingly individualized, especially in the case of EU enlarge-
ment. The decision to start negotiations with Estonia first was impor-
tant for the Baltic states from the security point of view, as it was a
clear sign that they would not be left entirely alone even if their chanc-
es to become NATO members is not an issue in the short or medium
term future. However, if during the previous stages the Baltic states
moved towards the EU at the same pace (signing of free trade agree-
ments and association agreements with the EU), now each country sets
its own pace. Internal problems of the Union, the preferences of differ-
ent EU countries, and global politics do play a role. However, the per-
formance of particular candidate countries becomes increasingly im-
portant in addition to their ability to “advertise” themselves.

This is less transparent with NATO enlargement. The signing of the
US-Baltic Charter in January 1998 showed that the Baltic states still
are looked upon as a geopolitical entity. Although individual ability to
undertake the obligations of NATO membership and to attain compat-
ibility is important, the decisive factor is the development of NATO-
Russian relations and NATO member countries’ readiness to assume
risks involved in admitting the Baltic states to the Alliance. From the
military point of view the Baltic states form an entity. However, there
could be political considerations and special preferences by particular
NATO member countries as well.

Some analysts, especially, Zbigniew Brzezinski advocate a view that
at first one Baltic state — the best prepared one — (Lithuania) should be
admitted to NATO. However, this view was not approved by the Wash-
ington summit of NATO in April 1999. Nevertheless, there are indica-
tions that the Baltic states are looked upon increasingly according to
each individual country’s ability to fulfill criteria of NATO member-
ship.

In some sense this process of individualization influences not only
cooperation between the Baltic states but also the way in which they
develop cooperation with the Central European countries.
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Sécurity consequ;nc—es of the first round of
NATO enlargement and the start of
negotiations on the EU accession

Four problems related to the Central European countries are particular-
ly important for the Baltic states in the enlargement context:

1) Czech, Hungarian, and Polish support for Baltic membership in
NATO;

2) Military cooperation with the Central European countries within
the framework of Partnership for Peace, Euro-Atlantic Partnership
Council, peacekeeping and peace enforcement missions, etc. on a
multilateral as well as a bilateral level,

3) Exchange of experiences and consultations on EU pre-accession
problems;

4) Development of cooperation with Central Europe in the econom-
ic sphere, as well on the Maastricht second and third pillar issues.

With the Czech Republic, Hungary, and Poland joining the EU after
becoming members of NATO, the geopolitical situation in Central Eu-
rope will change immmensely. They would obtain not only the “hard”
guarantees of NATO’s Article 5, but also the “soft” guarantees of polit-
ical and economic stability that come with EU membership. It can be
expected that their economic and social development will become more
rapid, even though their integration into the EU will not be easy be-
cause of the immense structural problems of their economies. As NATO
and EU members they will obtain decisionmaking powers in those or-
ganizations and will have their say as regards membership of the Baltic
states. Of course, the Czech Republic, Hungary, and Poland will be
weaker members, but the principles for which these organizations stand
will guarantee some measure of equality regardless of the size or the
political and economic influence of member states. The international
prestige of the Czech Republic, Poland, and Hungary will increase,
and that could potentially mean increased influence for the three in
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Central and Eastern Europe. Especially this is true as regards Poland —
the largest couniry in the region. It can play an active role in the region.
Indeed, this is expected by the Baltic states.

From a purely military aspect, the security of Central European coun-
tries (especially Germany) has increased, because now the Czech Re-
public and Poland are the “hinterland” of Europe to the East and the
Northeast.! The new NATO member countries, furthermore, will be
interested in creating their own “hinterland” and in expanding the zone
of security and stability. The Baltic states can neither threaten nor im-
prove the geostrategic situation of the Czech Republic and Hungary in
any major way. Undoubtedly all three Central European countries are
interested in Baltic security, as well as domestic and foreign policy
stability from a political perspective, but their geostrategic interest,
except for Poland, is at a much lower level. Even here, however, Po-
land’s major concern is Lithuania because of the shared border and the
Kaliningrad exclave.

However, the geostrategic interest is one side of a coin. There is a
mutual interest of the Baltic and Central European countries to cooper-
ate that stems from integration processes in NATO as well as from the
specific political and military interests of each particular country. The
practical implementation of these interests depend on the political will
and available resources of each country.

The Central European countries promised after the Madrid summit
that they will enhance their cooperation with those countries in the
region which did not find themselves in the first group of states to be
invited by the alliance. As was pointed out by the ambassador of Po-
land to Latvia Jaroslaw Bratkiewicz, ensurance of stability and securi-
ty in its regional environment is one of preconditions of NATO mem-
bership.””?

Recently the Czech Republic, Hungary, and Poland have stressed
on many occasions their readiness to assist the Baltic states on their
way towards NATO,’ and, indeed cooperation is expanding. One of the
main manifestations of this has been the conclusion of bilateral agree-
ments on defense cooperation covering different aspects of mutual con-
cern. There are also undertakings such as the establishment of the Bal-
tic Defense College in Tartu, which is designed for training not only
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officers from Estonia, Latvia, and Lithuania, but from NATO countries
as well.

The experience of the Czech Republic, Poland, and Hungary in
NATO and EU integration is of particular importance for the Baltic
states. This also has been stressed by the candidate countries’ politi-
cians on different occasions. However, it should be admitted that if
initially such declarations of top level politicians often were not backed
by concrete efforts in this direction, since 1997 the situation has defi-
nitely changed. With the start of NATO enlargement the Alliance for-
mulated more clearly its criteria and demands. The Baltic states were
accordingly confronted with the necessity to create a situation in which
their demands for membership could not be crossed out easily from the
NATO agenda, even taking into account that geostrategic considera-
tions and, especially, Russian opposition does not favor the Baltics. If
NATO membership initially was looked upon by the Baltic countries
to a very great extent as a kind of symbolic gesture of being part of “the
West” and to avoid remaining in the “gray zone of security” or, more
explicitly, to escape the possibility of returning to Russia’s sphere of
influence, since 1997 it was understood that conscious effort through
development of their defense capabilities, and participation not only in
Partnership for Peace exercises but also in peace-keeping missions was
essential. In this context more attention has been paid to the experienc-
es of the three first-comers to NATO.

The Kosovo crisis has added a new aspect to this. The crisis has
posed to the political elites of the newcomers to the Alliance the stark
reality that there are also obligations imposed by the membership, and
that these obligations sometimes could be unpleasant or could meet
with opposition on the part of the population. The Kosovo crisis was
especially painful for Hungary because the Hungarian population of
Voivodina (Yugoslavia) suffered very much from NATO air strikes.
This aspect so far has been disregarded or put aside by the Baltic elites
in discussions on NATO membership.

As regards EU integration, it should be stressed that even more than
in the NATO enlargement case, the conditions for sharing of experi-
ences between the candidate countries were created by the EU itself.
Multilateral structured dialogue has been aimed at comparison of leg-
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islation of the CEE candidate countries and has been beneficial as it
has helped the CEE countries to gain more insight in particular sectors
of national economies and legislation. However, this dialogue has
showed that all candidate countries have similar problems and defi-
ciencies. All CEE countries are choosing as a model legislation of par-
ticular EU countries and the experience of other candidate countries
has only restricted applicability.

Multilateral structured dialogue, however, was the first and very im-
portant mechanism that gave for all parts a deeper insight in how vari-
ous legal matters are solved in other associated countries and how their
institutions solve integration problems with the EU. Most importantly,
the multilateral structured dialogue involved civil servants from differ-
ent ministries, and thus created a wider net of personal contacts and
possibilities to share information. In this way, the accession mecha-
nisms help at the same time to widen and to deepen contacts between
CEE associated countries.

An increased level of contacts — from personal to institutional, is a
natural consequence of EU and NATO integration. And it is a new
phenomenon in the contacts between the Baltic states’ and Central
Europe, especially for Estonia and Latvia.

Until recently the Central European countries were for the Baltic
states fellow travelers and competitors on the way to a common goal.
They were also brothers-in-arms in their fight against communist re-
gimes and now display similar problems in the transition period. The
relationship, however, is becoming more complicated. As integration
with the EU will take some time, and Latvia and Lithuania, at least
theoretically, have a chance to outstrip some of the countries picked by
the European Commission for the first round accession negotiations, it
13 expected that in some aspects the competitive relationship will be-
come more acute. At the same time, the three Central European coun-
tries will have a say on further NATO enlargement and their position
on this issue is very important for the Baltic states.

The weakest point is and remains the low level of economic cooper-
ation between the Baltic and Central European countries, which is not
commensurable to the level of political cooperation. For example, as
was acknowledged in June 1999 by Clyde Kull, a Deputy Under-Sec-

The Role of Central Europe in Baltic State Policies 59

retary of the Estonian Ministry of Foreign Affairs, Poland ranks only
16th among Estonia’s trading partners.* However, Poland remains the
most important trading partner for all Baltic states in Central Europe.
Trade with other countries is on a even lower level. Lithuania has more
developed trade relations with Poland but even in Lithuania’s case the
trade potential has not been fully exploited. Another pressing issue is
that in inter-Baltic and Central European trade the surplus is on the
Central European side, and there is a tendency for the Baltic trade def-
icit to grow.

It may be predicted that Baltic economic cooperation with the Cen-
tral European countries will increase. After the Russian financial crisis
of August 1998, the Baltic states as well as the Central European coun-
tries are forced to find new markets for their goods and have become
more interested in mutual trade. Though this will increase mutual com-
petition, it will nevertheless be beneficial for the development of mu-
tual contacts and understanding.

Possible consequences of the Kosovo crisis
on the Baltic states’ accession to NATO and
the EU

Political and military processes in the other Central and East European
countries present a challenge to Baltic chances to integrate with NATO
and the EU. The Kosovo crisis has diverted the attention of both NATO
and the EU to the Balkans. Already the 1997 Madrid NATO summit
placed a greater emphasis on South-Eastern Europe, especially Roma-
nia and Slovenia. These countries had strong supporters behind their
back — France and Italy. As is pointed out in Atis Lejins’s chapter in
this book, “the relatively positive acknowledgement of the Baltics as
aspiring members was brought about by Germany, Denmark, the USA
and Great Britain after a protracted struggle between France and her
allies which fought on behalf of Romania and Slovenia”.® However,
this rather proved that South-Eastern Europe already had better chanc-
es then the Baltic states.
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The Kosovo crisis has shifted the balance much more in favor of the
Balkan states. There are strong indications that the stabilization of
South-Eastern Europe is going to be the main priority of NATO. The
necessity to stabilize security in the region gives more credibility to the
efforts of Albania, Bulgaria, Romania, Macedonia, and Slovenia to gain
NATO membership. Accordingly NATO European members with in-
terests in this region gain a stronger voice, as well those who are against
NATO enlargement in general.

If Balkan countries are given preference in further NATO enlarge-
ment, there could be a number of consequences. First, the integration
of Bulgaria and Romania (not to speak of other countries of the region)
will cost much more than the integration of the Baltic states, both in
monetary as well as political terms. It can make further enlargement
impossible or push it aside for many decades. Second, the new role of
the “Balkan policeman” can negatively effect NATO credibility, if the
situation can not be stabilized. Third, it will show that all political and
economic criteria of NATO membership such as political democracy,
economic stability, good relations with neighboring countries in reality
are not relevant.

As was pointed out by the Russian journalist and diplomat Alexan-
der Bovin, Russia is annoyed not so much by NATO’s expansion to the
East as by the effort of the former Soviet republics to escape to the
West.® If the Baltic states will be deprived of the prospects of NATO
membership, in the perception of Russian political elites this will be a
sign that they are lost forever and could be reverted to the Russian
sphere of influence. The Kosovo crisis has increased deep anti-West-
ern and anti-NATO feelings in Russia. It could be expected that Rus-
sia’s opposition to Baltic membership in NATO will increase. Howev-
er, in the Kosovo crisis context it can be seen that Russia’s ability to
influence NATO has diminished.

The dispute over separate zones and command structures of the
peacekeeping forces has showed that Russia has the ability to destabi-
lize the situation, but only in the short run. Russia is weak economical-
ly, and as a consequence, politically. In the long run, it should have to
accept realities and the right of the Baltic states to choose the security
solutions of their choice. However, it will take time for Russia to adapt
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o new realities, and at present it has in its possession resources to
block the integration of the Baltic states’ in NATO, perhaps not only
directly through NATO bodies, but also by using economic and politi-
cal sticks and carrots in order to effect Baltic states’ policies. Taking
into account that Estonia has started its substantive negotiations with
the EU, but good relations with Lithuania are necessary with regard to
the Kaliningrad region, as well as Russia’s inability to exert pressure in
many directions, it seems that the main effort will be concentrated to-
wards Latvia, as, presumably, the weakest Baltic country. Taking into
account Latvia’s central position in the region, such policies have ge-
ostrategic sense as well.

An even more complicated situation can be seen with regard to EU
enlargement. On the one hand, the Kosovo crisis has enforced the posi-
tions of those who maintain that the enlargement process should be
speeded up in order to increase stability in the whole post-Communist
space, and this means that Latvia, Lithuania, and Slovakia have good
chances to receive an invitation to start negotiations at the December
1999 Helsinki EU summit. However, there are indications that there is
very strong lobbying in favor of Bulgaria and Romania. The South-
Eastern “flank” of the EU becomes increasingly important. And there
is a danger that Latvia and Lithuania as small but at the same time
relatively stable countries could be backstaged for the sake of the Un-
ion’s internal political and geostrategic considerations.

On the other hand, the Kosovo crisis has destroyed the economy of
the Balkan region. In Yugoslavia it is a direct result of military action
and economic embargo. In Macedonia and Albania — due to refugee
flows. In other countries — indirectly, as costs of interrupted communi-
cations on and across the Danube river. This will demand a great finan-
cial effort on the part of NATO and EU countries to help to rebuild
their economies. But this could mean that countries which never were
particularly favorable to EU enlargement, will have strong arguments
in favor of stopping the enlargement process at least as long as the
situation in the Balkans is stabilized.

In a way Kosovo has helped to sharpen and to bring to the fore
deficiencies in the NATO/EU enlargement strategies. It is especially
true in the EU case. The enlargement so far has been more the Union’s
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response to pressure from the Central and Eastern European countries.
The EU had not established its own priorities and did not have a clear
vision how the enlargement process ought to be managed. The Copen-
hagen criteria, though building a base, also left much room for various
interpretations and compromises. There are uncertainties and specula-
tions that it is not so much the real achievements of any particular can-
didate country as political compromises among the EU members which
decides whom to invite to the accession negotiations. Taking into ac-
count that for the Baltic states EU integration is not only an economic
question, but at present the most realistic security option, any delay in
their integration can bring about a serious crisis among the political
elites, because there is no other realistic security option they can offer
to society. At the same time this can reinforce Euroscepticism in those
segments of society which already claim that enlargement in general is
designed in such a manner as to give benefits only to the EU.

A role for Polahd in ihe region

From the Baltic point of view, Poland plays a special role in the re gion.
It is a Central European and Baltic Sea country at the same time; it is
the biggest country in the region and has considerable political, mili-
tary, and economic capabilities. Poland may end up playing a very ac-
tive role in the region, which indeed, is expected by the Baltic states.

Former Polish Foreign Minister Dariusz Rosati, speaking on 8 May
1997 in Poland’s parliament, stressed that “Poland’s important task
within the Council of Baltic Sea States (CBSS) will also be to act to-
ward enhancing the interest of European Union member states in this
region and toward an extension of Union projects to cover the coun-
tries of the Baltic region.”” Integration with the EU and NATO, as well
as regional cooperation within CEFTA and the CBSS, have been
stressed repeatedly as priorities for Polish foreign policy.

Poland, however, has a wide range of interests also in Central and
Eastern Europe. We should take into account that relations with the
Baltic states cannot be an exclusive priority in Polish foreign policy.
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But it could be also argued that the integration of Poland (as well as the
Czech Republic and Hungary) into NATO and the EU will increase the
already existing asymmetry with the Baltic states as regards the politi-
cal influence of Poland in the region.

The Polish-Lithuanian strategic partnership is very important as it
stabilizes the relations between the two countries, thereby contributing
to the development of stability in Central and Eastern Europe as a whole.
On the other hand, there may also be negative implications for Baltic
cooperation. There is a fear that Lithuania will abandon Baltic cooper-
ation in favor of a Central European orientation in order to seek earlier
admission to the EU and NATO with Poland’s support. Increase of com-
petition between the Baltic states in the accession process to the EU
can contribute to this tendency. Still, an enhanced partnership with
Poland is of major interest not only to Lithuania but also to Latvia and
Estonia. Cooperation with Poland is a natural extension of Baltic coop-
eration although there is a problem of resources for all sides involved.

Prospects of regiohal cooperation

An immediate result of the start of the enlargement processes is an
increasing interest in mutual CEE cooperation. The beginning of the
enlargement processes gives a free hand for those countries admitted
to the first wave of expansion to pay more attention to the development
of relations with their neighbors since they are no longer afraid that
this cooperation could delay their membership in NATO and the EU. It
has also led to increasing interest from other candidate countries for
cooperation with the Czech Republic, Hungary, and Poland, as well as
with Central and Eastern Europe on the whole.

Already in December 1997, the foreign ministers of Poland and the
Czech Republic agreed that “their countries will jointly and swiftly
react to any moves that are intended to delay their accession to NATO.”
Parallel to such political cooperation joint actions on practical military
matters are under way. For example, the Polish, Czech, and Hungarian
defense ministers agreed on 30 January 1998 to form a joint consulta-
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tive group to coordinate military infrastructures along NATO lines and
cooperate in the upgrading of equipment.®

Recently some optimism has been expressed with regard to a possi-

ble revival of the Visegrad group, especially after Slovakia has returned
to the democratic fold. At a meeting in May 1999 in Bratislava, the
Polish, Czech, Slovakian, and Hungarian prime ministers tried to set
an agenda of common activities such as the creation of a common TV
channel, cross-border cooperation, common refugee and visa policies.!°
Of course, the main aim of this effort is to speak with one voice in
Brussels. Nevertheless, so far there is considerable opposition to Viseg-
rad cooperation in the countries themselves.
' We must agree with the view that, despite the enhancement of polit-
ical and economic cooperation, the enlargement of the EU will most
likely not lead to a “Visegradization” of the Central European coun-
tri(.es, L.e. they will not become a specific region within the Union which
enjoys in-depth economic, political and security cooperation. The views
of the Czech Republic, Hungary and Poland diverge on a good many
fundamental questions to allow this to happen.' It is possible that the
(?e-ntral European region would have been more attractive for the Bal-
tic states if the Visegrad process had developed more successfully and
a more or less ideal model of cooperation between Central and Eastern
Europe would have emerged as had been the intention when the Viseg-
rad group was established. In the event, however, it has proven that the
Central European countries are involved in a variety of regional coop-
eration forms which form a mutually overlapping network of struc-
tures, but which are not centered around any specific nucleus.

. It is also true that there are no regional models of political and secu-
r1'ty cooperation in Central and Eastern Europe. In this area of activity,
bilateral relations dominate, and it can be expected that this type of
relationship will remain the main form of political and security, as well
as economic cooperation. In cooperation between the Baltic states and
thf? Czech Republic, Hungary and Poland, in other words, bilateral re-
lations will be the name of the game. The establishment of extensive
sub-regional economic and political structures to include the Central
Eu‘ropean countries and the Baltic states is a fairly problematic issue.
This does not mean that there cannot be increased multilateral cooper-

The Role of Central Europe in Baltic State Policies 65

ation in the political sector — something which Lithuania has promoted
quite keenly. Integration into the European Union and NATO was the
main idea behind the agenda and the accomplishments of a conference
organized by the Polish and Lithuanian presidents in Vilnius on 6 and 7
September 1997. The conference was organized at a very high level

(including the participation of the Russian prime minister) primarily

thanks to the fact that the onset of NATO and EU expansion has re-

duced fears that regional cooperation may leave the Central and East-

ern European countries in a “gray zone of security”. Quite the contrary

— the countries which have not been included in the first wave of en-

largement are interested in receiving the support of the more success-

ful countries in subsequent rounds of expansion. For Poland, the Czech
Republic and Hungary, meanwhile, regional cooperation provides

something of a guarantee for successful integration into NATO and the
EU. What's more, cooperation of this type provides opportunities to
involve Russia in the resolution of regional security issues, and this is
in the interests of NATO and the EU, as well as the Central and Eastern
European countries. Recently meetings between the Baltic, Polish and,
to a lesser degree, Ukrainian presidents, are becoming regular events.
At the same time, the institutionalization of cooperation forms will prob-
ably happen on bilateral or narrowly regional foundations, but not in
the form of mechanisms for extensive sub-regional cooperation.

With respect to regional frameworks, there is only one organization
that has had a potential to embrace the entire Central and Eastern Euro-
pean region — the Central European Free Trade Agreement (CEFTA).
It has been described as a “success story” in Central European cooper-
ation, '2 and that is because this form of cooperation has been limited
exclusively to the economic sector. At Portoroz in September 1997 it
was decided to start accession negotiations with Bulgaria, and Lithua-
nia has not abandoned its intention to join CEFTA. Latvia’s intentions
vis-a-vis CEFTA have never been formulated clearly, and it is not clear
what policies Riga may develop in this respect in the future. This per-
haps depends mostly on Latvia’s prospects concerning EU membership,
as well as the future development of CEFTA itself. As regards Estonia, it
has not showed any interest in this form of regional cooperation so far.

More promising are prospects for Baltic cooperation with Poland
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under the framework of various Baltic Sea Region initiatives.

In terms of regional work under the framework of the Baltic Sea
Region, Poland acts more as a Baltic Sea country than a Central Euro-
pean state. Grounds for optimism concerning the development of such
cooperation lies in the fact that in addition to Poland and the Baltic
states, Germany and the Scandinavian countries (especially Denmark
and Sweden) have demonstrated stable interest in the process. Their
financial and economic resources can provide a solid underpinning for
regional cooperation. It is also important that these countries are mem-
bers of NATO, the EU or both. In this way regional cooperation does
not contradict the strategic goals of the Baltic states to integrate into
NATO and the EU.

Of special importance in this regard are different forms of coopera-
tion (cross-border cooperation in the framework of the “Niemen” Eu-
roregion, trilateral cooperation among Lithuania, Poland and the Ka-
liningrad region on economic and environmental matters, cooperation
under the Partnership for Peace framework, cooperation of the Baltic
Sea countries’ cities, etc.) which could help to stabilize the economic,
social and military situation in the Kaliningrad region. Although it can
be argued that “regional mechanisms for international cooperation that
do not take into account the Russian point of view will produce an
effect that is quite the opposite to that intended”!?® with respect to Ka-
liningrad’s problems, as well as Russia’s efforts to use its economic
influence to achieve political goals, risks can be lessened through con-
fidence-building measures and the ensuring of transparency (especial-
ly in the military sphere). It is also true that there are important incen-
tives for Russia to participate in this type of cooperation.

We should make particular note of the potential for cross-border
cooperation, because it helps not only to resolve practical ecological,
economic and other problems, but it also promotes the integration of
related regions in a variety of ways. The integration of countries in the
region into the EU will increase the status of cross-border cooperation
in that it will then involve cooperation across the EU’s boundaries.

Regional cooperation is facilitating integration with the EU, but at
the same time it can also weaken nation states. John Newhouse has
pointed out: “As borders loose their meaning, deeply rooted patterns of
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commercial and cultural interaction are reappearing in regions where
people have more in common, culturally and economically, with neigh-
bors across the border than with their fellow countrymen.”** Fear of
centrifugal forces is apparently one of the factors which is leading Rus-
sia to try to see that its work under the auspices of the Council of Baltic
Sea States is run from Moscow. This, of course, is frequently contrary
to the interests of those regions which are located directly on the Baltic
Sea. Poland, to cite an opposite example, is involved in cooperation
directly through its coastal provinces, making Warsaw’s role insignifi-
cant. Overall, however, given that the statehood of Central and Eastern
European countries is still in some cases shaky, that there is insuffi-
cient territorial and ethnic integrity, and that there are extensive tradi-
tions of centralized authority, there may be many underwater obstacles
on the way to regional cooperation.

Successful regional cooperation requires several pre-conditions:
common political, economic or other interests; existence of contacts at
various levels (intergovernmental, at the level of local governments or
cities, among business enterprises, at the interpersonal level, etc.); and
a certain sense of historical or cultural community. Baltic cooperation
with all of the Central European countries save Poland is based on
political and, to a certain extent, economic considerations, but other
components are hard to see in the process. There are some unifying
elements and cooperation which is based on them (e.g., cooperation
between Estonia and Hungary in studying the common Finno-Ugric
history of the Estonian and Hungarian nations), but often these links
are quite weak. People in Central Europe tend to know very little about
the Baltic states, while people in the Baltic countries have a much bet-
ter understanding of the Central European nations. During a visit to
Riga in February 1998, the chairman of the Czech Senate, Petr Pithart,
said that Central Europeans often have trouble in telling Latvia, Lithua-
nia and Estonia apart. Recognition is a key indicator of mutual links
and the level of integration, and it is clear that in the case of the Baltic
and Central European countries, these levels are quite low. The Baltic
states must take concrete steps toward overcoming this problem.

It should be expected that bilateral cooperation will remain the lead-
ing form of political, economic, and military cooperation. It seems that
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regional cooperation will develop most successfully within the already
existing regional patterns, i.e. Baltic Sea, Central European, South-East
European, and Black Sea cooperation. Perhaps a link should be created
to connect these regions. If such projects should enjoy support from
European and Transatlantic institutions, and if they prove to be of prac-
tical importance for the CEE countries, then they will develop and grow.

Lithuania’s interest in development of cooperation both ways — with
Central Europe, as well as the Baltic Sea Region cooperation, and Po-
land’s increasing weight and activity in regional cooperation is an im-
portant link that helps to increase cooperation of the Baltic states with
the Central European countries.

Conclusions

We must agree once again with the Hungarian scholar Andras Inotai
who pointed out that successful regional cooperation in Central and
Eastern Europe must be seen as a consequence of successful integra-
tion into the world economy, not as a precondition for doing so.!s This
notion is true also with regard to political and security cooperation.
Thus EU and NATO integration creates the necessary conditions for
establishing closer relationship between the Baltic and the Central Eu-
ropean countries even though competition in the race to join the EU
and the possibility that Baltic NATO membership may be delayed also
create conditions for rivalry. Although there is a political will on all
sides to collaborate more effectively, a more integrated relationship
cannot be achieved in the short or even medium term.

In order to raise the level of integration of the Baltic states with the
Central European countries several developments are necessary:

1. The Baltic states (in this case, Latvia and Lithuania) must catch
up with the countries now about to enter the EU and already new
members of NATO in economic and political development in order
to minimize the asymmetry that exists in the economic, political,
and military spheres.
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2. Some form of cultural integration is indispensable. An integrated
system can not be built from above solely. A multi-layered network
of bilateral as well as multilateral relations on interstate as well as
on local level, and on an interinstitutional and interpersonal level, is
indispensable to achieve regional or subregional cooperation. Such
a system is already being formed in the Baltic littoral. Perhaps the
common experience under Communist regimes is the most impor-
tant unifying factor; however, it is a transient one. It seems that
cultural integration is possible only through “Europeanization,”
through consciousness of their being bearers of a common Europe-
an cultural heritage, since there is no helpful historical background
for the building of a CEE identity.

This will not be an automatic process, however. It will require con-
scious effort and resources. It is precisely the issue of resources which
is the largest problem when it comes to the effectiveness of Baltic and
Central European cooperation with NATO and the EU in the context of
integration. What’s more, the lack of resources is problematic for both
groups of countries, not just the Baltic states.

Poland’s participation in various regional initiatives creates better
conditions for more expanded cooperation involving Central Europe.
It is clear, however, that the “gravitational pull” of the Baltic Sea Re-
gion is much greater than that of Central Europe. That is for economic,
political, as well as cultural and historical reasons. Development of the
“Northern Dimension” of the EU will foster an integration of Estonia
and Latvia, as well as Lithuania, in Northern Europe.

Notes

1. German support, indeed, was decisively important in determining that NATO en-
largement to the East would begin and that the Czech Republic, Hungary and Poland
would be the ones to be offered first-round membership in the alliance. Despite Ger-
many’s efforts to ascertain that NATO enlargement not exacerbate tensions between
Russia and the West or domestic instability in Russia, Bonn nevertheless was active
in supporting NATO membership for Central European countries, and especially for
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The Impact of EU and NATO
Enlargement on Baltic-
Nordic Cooperation

Zaneta Ozolipa

Baltic Sea cooperation is a key to economic and
social stability in the new democracies and, by extension,
in the whole region (Gerard Walter)

Introguction

A fundamental question for the Baltic states with regard to Nordic-
Baltic relations and the Baltic Sea Region (BSR) is whether a hetero-
geneous region is being established around the shores of the Baltic Sea
— one in which the unifying basic principle is not only the geographic
location, but also economic, political, social, security and ecological
interests. In 1995, when the first processes of the BSR began to emerge,
it became important to determine whether the new region consisted
only of reciprocal elements, or whether there were signs of coopera-
tion and integration that would signify the establishment of a stable
community of nations operating in concert with the leading trends of
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Europe and thus helping the region’s countries to draw closer to the
European Union. As the result of research done in 1996 I concluded
that the BSR did at that time demonstrate certain trends which signify
deeper and broader cooperation, but the level of full integration had
not yet been reached. Right now, however, all kinds of reciprocal activ-
ities exist in the BSR — activities of various manifestation and various
intensity. First of all, the region is seeing stable and increasing integra-
tion in which Denmark, Finland and Sweden are involved through their
direct participation in the EU. Iceland and Norway, even though they
are not closely involved in EU processes, are nevertheless involved
through their participation in the European Economic Area. The inte-
gration of these Scandinavian countries and the EU is proceeding at
the same time as integration among the Nordic countries themselves.
Estonia, Latvia, Lithuania and Poland are currently observers of the
integration process and are at the starting line, but there are many types
of cooperation among these countries at the regional level, at the tri-
partite level (the three Baltic states), and at the bipartite level. Russia is
a permanent reciprocal partner in the BSR.

There is another trend that has been emerging, however. There are
countries in the BSR which are becoming involved in the European
integration process more quickly. These are Estonia, Latvia Lithuania
and Poland through their efforts to join the EU, as well as Iceland via
its increasing readiness to become involved in the programs of the Coun-
cil of Baltic Sea States (CBSS).

The dynamics and the pace of BSR cooperation and integration have
been affected (and will continue to be affected) by the major political
events of the summer of 1997 — the beginning of EU and NATO en-
largement. These are parallel but not identical processes, and they will
have a seminal effect on the relationship between the Baltic states and
the Scandinavian countries. In this article, therefore, I will try to ana-
lyze the changes, which have occurred as the result of the first wave of
EU and NATO enlargement — those which in the near future will affect
the bilateral and multilateral relationships that are occurring under the
auspices of the BSR. I will also look at the way in which these changes
will affect the security situation in the Baltic states.

In the first chapter, I will look at the current level of intensity in
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cooperation among BSR countries and the future prospects for this co-
operation, bearing in mind the various contradictions which exist in
the way countries are transforming and integrating in the region, as
well as the efforts to adapt to a new and more expanded Europe. Here I
will also look at the positions taken by various BSR states vis-a-vis
their changing region in a changing Europe.

In the second chapter I will look at the relationship between the
Baltic states and the Nordic countries in the context of EU enlarge-
ment. Today the EU is the most important element in the internal and
external political debates that are going on in both groups of countries.
The destiny of the Baltic states with respect to possible membership in
the EU is largely dependent upon the support of Denmark, Finland and
Sweden as the Baltic countries undergo the integration process. This is
particularly true with respect to Latvia’s and Lithnania’s hopes of draw-
ing even with Estonia, which was the first of the Baltic countries to
begin substantive EU membership negotiations.

In the third chapter [ will analyze the attitude of Balts and Scandina-
vians toward the enlargement of NATO. Even though the EU is the
dominant topic in the BSR, the future of the military alliance is becom-
ing an increasingly important issue under the framework of Europe’s
security structure. The Baltic states have said on more than one occa-
sion that they see the future of their own security policies as depending
on membership in North Atlantic structures. In Finland and Sweden,
meanwhile, there have lately been debates among the public and at the
level of the political elite about the links between security policy and
NATO.

The dynamics of Baltic Sea Region'
development

The attitude of BSR countries vis-a-vis the region as such has under-
gone several periods of increasing and decreasing enthusiasm. The logic
of events in this part of the world shows that interest in regional coop-
eration usually declines at the point when countries find an opportunity
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to become involved in broader and more significant entities such as the
EU and NATO. When the activities of such institutions recede, howev-
er, countries look for opportunities to pursue their national interests
under the framework of other unions of countries. At this time the BSR
is undergoing its first phase of stability, because all of the political actors
involved in the process have accepted the significance of the region on
the global scale (the presence of the United States and Russia), on the
regional scale (the EU), on the sub-regional scale (the BSR, coopera-
tion between the Baltic and the Nordic countries), and on the national
scale (investments, markets, promotion of democracy, etc.). The atti-
tude of the BSR countries toward participation in a tighter or looser
region is no longer dependent upon changing external circumstances,
because the formulation of the interests of the various countries is hap-
pening in concert with the laws of regionalization and institutionalism.

Why are the 267 political (both governmental and non-governmen-
tal) actors in the BSR showing increasing and stable interest in the
nearest international environment? One explanation lies in the fact that
the BSR is a completely new project, one which did not exist before
the collapse of the USSR.! If the Baltic states and Poland saw the re-
gion as a “window to Europe” when they first established democratic
regimes, now it has become a “window of opportunity” for all eleven
countries in the region, and no country wishes to miss that opportunity.’

In terms of economic development, the BSR is one of the most dy-
namic regions in the world. Interregional trade already amounts to more
than USD 100 billion, and it is expected that the volume may triple by
the year 2000, then triple again by the year 2010.> One example of the
process is the fact that over the last nine years, Danish exports to East-
ern Europe have increased by 357 %, while imports have increased by
140 %. The trade surplus last year was DKK 5.5 billion. If in 1982
exports to Eastern Europe provided 8,000 jobs in Denmark, then now
the figure is 28,500.

Let us illustrate the increase in foreign trade through the example of
one Baltic state — Latvia. The reader can easily see the overall trend of
growth in the process, which indicates that now the main trading part-
ner of Latvia (Lithuania as well) is Germany leaving traditional leader
Russia behind (Table 1).
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Table 1
Foreign trade turnover with countries of the Baltic Sea Region
(,000 lats)

Country  Exports Exports Imports Imports
1997 1998 % 1997 1998 %

EU 474 807 604 459 56.6 841225 1039492 553

CIS 286 848 202611 19.0 312160 301 063 16.0

Denmark 37 653 54454 5.1 55227 70985 3.8
Estonia 40570 48526 4.5 94 691 124 827 6.6
Russia 203 587 129007 12.1 246 946 221 290 11.8
Lithuania 72990 79325 74 100788 118518 6.3
Norway 5721 8237 0.6 23738 29049 1.6
Poland 11789 18836 1.8 50781 66212 3.5
Finland 15048 22949 2.1 153418 179189 9.5
Germany 133793 166822 15.6 253201 315547 16.8
Sweden 80651 110017 103 121 466 135 096 7.2

Source: Latvijas statistikas ikmenesa biletens (Monthly Bulletin of Latvian Statis-
tics). Riga: Latvian State Statistical Committee. No. 1(56), 1999, p. 115.

Economic relations are blossoming at all levels. The Union of Baltic
Cities, for example, brings together 65 cities around the Baltic Sea.
They participate in a number of projects amongst themselves, or under
the umbrella of the CBSS, dealing with economic, environmental, cul-
tural and other issues. Financing is received from the EU, and this helps
the various cities in terms of economic development, as well as in terms
of practical movement toward the European Union.’

The significant economic potential of the BSR on the global level
has been described pointedly by Latvian Foreign Minister Valdis
Birkavs: “When I was in Southeastern Asia, I said that I was not invit-
ing people to a market of two-and-a-half million people. I was not in-
viting them to the Baltic market of 8 million people. I was inviting
them to the market of the countries of the CBSS with 115 million peo-
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ple. The Baltic Sea is a very active region, which is continuing to de-
velop actively. Many business people feel that the economic potential
of the Baltic Sea is greater than that of Southeastern Asia. For that
reason, we need a macroeconomic identity in order to convince inves-
tors to participate in regional projects, to convince them that there are
great future prospects here.”®

We can say that politically the Baltic Sea Region has become an
area of high stability, if we compare the situation with what was hap-
pening two years ago. This is indicated by processes in the various
individual countries, as well as by Russia’s increasing involvement in
the region and Moscow’s growing interest to participate as a partner in
the process. There is also the involvement of the EU in the BSR, which
has become real through various concrete projects, programs and fi-
nancing schemes. The BSR has become a fairly attractive region which
has drawn expressions of interest from a variety of countries which are
not part of the geographical territory — the United States, Belarus and
Ukraine among them. New countries are increasingly being called to
political cooperation. On the one hand, this can be seen as the interna-
tionalization of the BSR, but on the other hand, it can also create the
impression that responsibility for the processes which are occurring in
the BSR is being shifted from the shoulders of countries which are
involved to the shoulders of some that are not.’

Security issues were left off the table for a long period of time. This
was partly because of the initially fragile nature of the emerging region
at a time when there were fears against threatening the dialogue that
had been undertaken and the atmosphere of trust that was being creat-
ed, and partly because of the security interests of the various countries
in the context of an uncertain future for European security. However,
since 1992, when formal dialogue began among BSR countries under
the auspices of the CBSS, there has been a harmonization of interests
and a search for points of common interest. This has been accompa-
nied by a transformation of the international, and especially the Euro-
pean security system. As a result of this, the security of the BSR has
become a permanent issue on the agenda of the region. This has oc-
curred on the basis of several considerations. First of all, the adaptation
of European institutions to the new situation on the continent took place
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through the opening of these institutions and the involvement of new
partners in various events and programs. The Partnership for Peace
program, for example, brings together all of the countries of the BSR.
Second, the increase in interdependence — something that is a result of
globalization and integration — has created a situation where many is-
sues that have normally been considered national in nature have now
become regional, and this implies a need for regional solutions. Exam-
ples of such problems include the environmental crisis in the Baltic
Sea, organized crime, efforts to limit the uncontrolled flow of refugees,
control of air traffic space, etc. Third, there have been efforts to create
a more favorable international environment in the region, and because
this leads to more positive developments in each country individually,
this is a process of interest to all of the political actors in the process.
This has been noted in Danish Security Policy, a document prepared by
the Danish Foreign Ministry. The document states that if Denmark is to
be able to carry out all of its national interests, it must find itself in a
favorable international environment. The same holds true of all of the
countries in the region. The newly open Europe which has emerged
since the end of the Cold War offers new opportunities to develop eco-
nomic, political and security policy which promotes stability in the
international environment in which individual countries develop. This
is especially true in the Baltic region.®

The idea of a regional security arrangement known as the Pact for
Regional Security and Stability (PRSS) in the BSR was proposed by
Russia in October 1997.° The idea was put forward immediately after
the NATO enlargement summit in Madrid and before the Baltic states
and the USA were to sign preparing the Baltic-US Charter. Therefore,
it was perceived as an substitute to European security structures that
had been hesitant in providing direct security in the BSR. The last doc-
ument was widely discussed in the Baltic states and Sweden and Fin-
land as well. The official Swedish and Finnish position was summa-
rised in a paper Co-operative Security for the Baltic Sea Region."

Both countries rejected the PRSS in November-December 1997 as
not corresponding to a modern vision of European security. The re-
sponse to the initiative was based on three basic premises: the Pact is
an interesting proposal worth to discuss and elaborate; it combines di-
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versity of elements already represented within the frameworks of ex-
isting institutions such as CBSS, OCSE (even mentioning the Vienna
Document, CBMs) and human rights issues already being a part of
OSCE, UN and Council of Europe agendas. Preference will be given to
already existing and acting institutions, however, some of the proposed
issues could be discussed within the above mentioned organisations;
European security is indivisible and therefore any kind of new security
arrangements are not corresponding to a modern understanding of se-
curity; regional institutions should compliment the agendas of the ex-
isting institutions, they should be flexible, innovative in providing for
and supporting governmental contacts at various levels, as well as non-
governmental networks; non-military threats are perceived or envis-
aged, it is important for maintaining confidence, security and stability
in the region to implement arms control and CSBM commitments un-
dertaken in the framework of the OSCE. The position of Finland and
Sweden is based on the assumption that: “...Europe’s security is indi-
visible. Finland and Sweden reject any proposal for regional security
arrangements for the Baltic sea area that is not based on this self-evi-
dent principle. We wish to emphasize the value of strong U.S. involve-
ment in the area as well as the sense of responsibility for the Baltic sea
region manifested collectively and individually by EU states.”!!

It is clear that co-operation on security matters will continue in the
region and between Baltic and Nordic countries but there will not be
any attempts made and supported in the creation of alternative security
organisation undermining already existing ones. It must be remembered
that each multilevel and multipurpose regional network has a certain
‘security load’. The Danish expert Ole Weaver in a very precise man-
ner indicates areas where security elements are present in the BSR area.
Firstly, the expansion of cooperation in different areas and growth of
channels of interaction on all levels influence every person in the re-
gion. People feel more secure and protected when on every day basis
they can take part in various interaction projects. Secondly, even if
security has not been identified in words, cooperation is a tool for
strengthening relations between states and nations making them feel
more comfortable in the region. Thirdly, military cooperation is not so
important part of the BSR any more. There are more projects dealing
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with social and civil security issues then with the traditional ones. Pol-
iticians are not so concerned with arms control issues as with manage-
ment of the post-soviet legacies, namely, withdrawal of Russian troops,
transfer and settlement of retired officers and others. Fourthly, threats
emanating from border disputes and ethnic conflicts are decreasing
because of increase of cross-border cooperation. Fifthly, the logic of
cooperation brought into the BSR by the western partners helps to com-
prise together actors with different security agendas. The Baltic states
and Russia are dealing with security matters jointly within the frame-
work of PFP is a good example of it."?

Various external factors have always played an important role in
the creation and development of the BSR. The influence of these fac-
tors has not been uniform; it has depended on each specific structure in
the international environment.? In the early 1990s, it was undeniable
that geopolitical considerations in particular brought the countries
around the Baltic Sea closer together. As we come toward the end of
the century, however, very many different factors are dominating. The
intensity of cooperation is dictated by institutional changes in the re-
gion itself, as well as by the overall triumph of institutionalism in Eu-
rope. The expansion of the EU and its links to the BSR provide evi-
dence of this, as does the fact that the CBSS has been transformed from
a debating forum to a structured organization which finds the EU to be
an active participant in various regional projects.

Undoubtedly, however, the most important factor which is stimulat-
ing regional cooperation is the European Union itself, as well as the
prospects for the EU’s enlargement. The European Union has many
roles to play in stimulating the integration of the BSR.

First of all, the EU sets a good example in terms of various aspects
of regional cooperation. The lesson taught by the EU is that the name
of the game in present-day Europe is cooperation and integration. This
begins on the sub-regional level and then merges into regional and glo-
bal patterns. In other words, a sub-region can serve as a necessary pre-
condition for integration into other regional frameworks. The best ex-
ample of this is provided by the Benelux region, which at one time
served as the initial stage for the Western European integration process
that eventually turned into the European Community. Ongoing inte-
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gration processes at the end of the 20th century require the elaboration
of new channels of interaction for eligible countries. Regional devel-
opment has been accepted by the international community as one of
the most effective of these channels.

This can be seen as an important reason for why the importance of
regional and sub-regional cooperation in post-Cold War Europe has
been on the rise. A region is usually defined as an area of geographical-
ly proximate states which form mutually related units in the area of
foreign affairs. One of the basic underlying principles is the awareness
of each participating state that it cannot reach success elsewhere until
it has engaged in activity with other members of the region. This means
that countries in the region can benefit from cooperation and integra-
tion with respect to goals that have been proposed, and they can ensure
both their own development and that of the entire region.

Second, from the perspective of the EU, the BSR is an important
region — the one in which the next round of expansion will take place.
Understanding the existing differences in the economic and social de-
velopment of the various countries, as well as the fact that institutions
in many of the countries do not correspond to democratic traditions,
the EU sees its possible contribution to the development of the region
as being on two levels. First, the EU will contribute to regional cooper-
ation on the basis of bilateral relations. Second, it will support cooper-
ation among the region’s countries themselves. In the area of bilateral
relations, the EU has already established lasting and stable relations
with those countries which have applied for membership, while at the
same time bearing in mind the special role of Russia in the region. The
EU’s Partnership and Cooperation Agreement with Russia is seen as a
resource for the optimization of relations with Moscow.™

In the eyes of the EU, the promotion of relations among the coun-
tries of the BSR can develop most effectively with the help of the CBSS.
In addition to existing and well-known programs in economic devel-
opment and strengthening of democracy, the EU is also devoting seri-
ous attention to regional development as such. PHARE cross-border
cooperation programs, which are meant to stimulate cooperation across
borders between the EU and the transition countries are a concrete ex-
ample of this.
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In 1997, for example, the EU awarded ECU 3.2 million (Ls 2.1 mil-
lion) to Latvia from PHARE program funds for the promotion of cross-
border cooperation in the BSR. In a projects competition, 235 propos-
als were received, and funding was granted to seven: improvement of
traffic safety in the Bauska segment of the Via Baltica highway; educa-
tion of local government employees in regional planning, project man-
agement and EU integration; creation of a territorial planning develop-
ment zone Tampere-Helsinki-Tallinn-Riga; restoration of lighthouses
and pilot lights at Latvian ports; establishment of an air pollution mon-
itoring network in Liepaja, Daugavpils and Riga; investments in water
management and sewage systems in Ainazi and Sigulda; and fostering
of cooperation among the Aluksne and Balvi districts in Latvia, the
Viru and Pdlva districts in Estonia, and the Pechori, Pliskau and Palkin
districts of Russia."

Regional cooperation is also being promoted at the city level, some-
thing that could help to even out differences in the welfare of towns on
the northern and southern shores of the Baltic Sea. The EU has granted
financing to the project “UBC Member Cities and the European Un-
ion”, and this is important in two ways: it is an affirmation of interest in
the Baltic region, and it is an affirmation of interest in regional devel-
opment among cities. The project is supposed to promote cooperation
of such towns as Szczecin, Panevezius, Liepaja, Tallinn and Kalinin-
grad with such cities as Copenhagen, Rostock, Tampere, Kalmar and
Kristiansand, to foster the strategic thinking of officials in these cities
in concert with the thinking stereotypes of EU member countries, to
promote a deeper understanding about the EU and the opportunities
which participation in EU structures can afford, and to provide infor-
mation about the roughly 200 programs in which candidate countries
can become involved, accruing benefits not only for themselves, but
also for the region as a whole. This project will allow Baltic cities to
harmonize legislation, to compare governing structures in various are-
as and to assess the effectiveness of these structures, and to consider
ways in which local government institutions can affect the EU and vice
versa.'s

Third, the EU is working out its future strategies and operational
priorities with respect to the BSR, and this, in turn is helping the Nor-
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dic countries to develop policies in support of the Baltic states, and the
Baltic states to harmonize their operational plans to those elements of
the EU’s Baltic Sea policy which can help the Baltic states eventually
to become EU members.

What might be the EU’s activities and strategic plans in the BSR?
EU representatives have accented three major areas of activity in the
near term: first of all, the implementation of the European and Free
Trade Agreements. These documents have schedules for the effective
implementation of mutual concessions in the trade of goods and serv-
ices; for granting equal treatments for the establishment and operation
of enterprises; for liberating the transfer of payments; for aligning com-
petition rules and approximating legislation in general. Second, there
must be progress in the pre-accession process, gradually leading to an
alignment of local legislation, regulations and practices to those of the
EU. In order to implement new legislation and regulations, public ad-
ministration and institutions must be strengthened. Third, on the basis
of the European Commission’s report on the readiness of countries to
undertake negotiations with the EU, the EU wants to help countries to
speed up the integration process.!’

The direct and indirect involvement of the EU in the BSR has af-
fected the views of countries in the region with respect to the region’s
possibilities and future prospects. Before we come to conclusions about
the significance of the region in terms of Baltic security, let us look at
how the BSR is seen by the more important actors in the region.

The most important changes in terms of attitudes vis-a-vis the BSR
have occurred in Russia. For several years, Russia’s attitude toward
the BSR was dominated by unbalanced and unclear policies which
sometimes emphasized a desire to cooperate and other times demon-
strated a yearning to dominate the process and to dictate rules of the
game. 1997, however, was a year of positive change, and during the
course of the year Russia gradually began to demonstrate a desire to
establish partnerships with the countries of the region. Of course, the
reason for this change is still an open question. We can specify both
internal and external factors which steer Russian policy. Undeniably
one of the most important internal factors is the fact that democratic
reforms are proceeding, albeit slowly. But a much greater role here is
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played by external factors. One is the fact that America has made clear
its presence in the region — through the US-Baltic charter, through dia-
logue with the Scandinavian countries, through a high volume of in-
vestment in the Baltic states, through the various aspects of the PFP
program, and through NATO enlargement into Poland. It is also true
that participation in the region opens a wide variety of possibilities for
Russia ~ it is the only region in Europe in which Russia can hope to be
an equal partner. Third, the region really is a gate to Europe, both eco-
nomically and politically, and this allows Russia to integrate into inter-
national processes and, to a certain extent, to influence them. Because
the BSR is the territory closest to Russia’s borders where EU and NATO
enlargement are taking place, participation allows Moscow to influ-
ence the process and to squeeze out as much advantage as possible.
The fact that Russia’s interest in the BSR has increased recently is
demonstrated by two very important but not identical events:

1) Russia’s call for a discussion of proposals for a “regional securi-
ty and stability pact” in the BSR. This was an unsuccessful pack-
age: there was no doubt that Estonia, Latvia and Lithuania would
reject Russian security guarantees, and this overshadowed the larg-
er question of regional cooperation.

2) Russian President Boris Yeltsin’s visit to Sweden, which was
different from other visits in a number of respects. First of all, this
was the first official state visit at so high a level. Second, the visit
took place shortly after the Baltic states learned of the proposed
Baltic security and stability pact, which meant that reactions would
be forthcoming. And third, during his visit Yeltsin made a series of
new offers, among them, that Russia would unilaterally reduce its
land-based and naval forces in Northwestern Russia by more than
40% by the beginning of 1999. Yeltsin also proposed various trust-
enhancement projects in the frontier regions and waters of the Bal-
tic region. One step, he suggested, could be the establishment of
direct telephone lines between the headquarters of the Kaliningrad
military region and the headquarters of the Baltic militaries. Russia
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also proposed mutual inspection of military objects, the establish-
ment of unified air traffic control systems over the Baltic Sea, and
to organize joint military transport aviation training. Yeltsin also
said that in the future the BSR could become a region of trust, sta-
bility and security.'®

Positive accents in Russia’s approach to the Baltic states were large-
ly meant to demonstrate to Sweden that Moscow’s democratic orienta-
tion was on course and that Sweden could, therefore, continue to de-
velop its relations with Russia. Undeniably, the two countries have in-
terest in each other: Russia needs Sweden’s support in international
institutions, as well as Swedish investments and transit. Sweden is in-
terested in the Russian market and in the country’s internal stability.

Germany has a unique role in the BSR. Bonn was the initiator of
regional understanding and cooperation in 1992, when Germany, along
with Denmark, issued the first call for the establishment of the Council
of Baltic Sea States, thus creating hopes that Germany might be a lead-
ing actor in ongoing developments. In the event, however, Germany’s
links to the region have been mostly economic and cultural in nature.
Political and security-related participation has been less active than
that of the Scandinavian countries. This may be partly because Germa-
ny chose to focus on the countries of Central Europe as objects of inte-
gration into the EU and NATO, determining that those states are more
important in terms of Germany’s national interest. It is also true that
Germany is not involved in the BSR so much at the federal level as it is
at the regional level through such political actors as Hamburg, Schleswig-
Holstein, Mecklenburg-Western Pomerania, Berlin and Brandenburg.
It is precisely from these Léinder that the BSR receives the most assist-
ance. There is a Baltic Information Office in the Rhineland Palatinate
which coordinates these activities, and there are branch offices which
promote investment cooperation with the three Baltic states. The state
of Hesse contributes through the organization of a large-scale health
and industrial safety project. Mecklenburg-Western Pomerania runs an
office in Tallinn from which all three Baltic states receive legal advice.
Schleswig-Holstein, for its part, has an information office in Tallinn
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which focuses on environmental protection projects. The German busi-
ness community, meanwhile, has seen expanding trade with a growth
rate of between 30 % and more than 50 % in various areas of exports
and imports, as well as considerable investment potential."

However, in comparison with the Nordic countries Germany is not
the most active actor in the BSR. At the same time, there are several
indicators testifying that the country will remain present in the area.
The following reasons could be indicated: Germany is interested in
stability in Europe. It is almost impossible to imagine a secure Europe
without stability in the BSR; this is a rapidly growing area offering
many opportunities for business, environment and cultural projects;
EU and NATO enlargement processes cover this area. It means that it
is in Germany’s interest to harmonise different views and policies; The
BSR helps to strengthen German presence in the Northern Europe.®

Poland is the only one of the new democracies in the BSR which is
now a NATO state and seeking membership in the EU also. It is a
country, in other words, that is effected by both enlargements. Logical-
ly, we can ask whether full links with the two institutions will reduce
Poland’s interest in participation in the BSR. There are two possible
scenarios. The more pessimistic (and less likely) of the two is that Po-
land’s interest in the BSR will decline because geographically it is close
to Central Europe, and because it does not want to participate in groups
which involve Russia and where conflicts or factors that hamper the
implementation of Poland’s Europe policy might arise. Poland has been
the country, which most actively has promoted security discussions at
the Council of Baltic Sea States, but it has not managed to carry the
debate beyond societal security. The fact that the CBSS and other insti-
tutions in the BSR simply cannot resolve security problems in any prac-
tical way may reduce Poland’s interest in regional cooperation.

The second, more optimistic and, in my view, more likely scenario
is that Poland’s interest in the BSR will remain level or even increase,
because Warsaw will have greater influence in the region, as well as in
the various countries of the region. There will be an opportunity to
participate in activities which are closely linked to NATO enlargement,
including the PFP program. The BSR has become a European region,
so by merging with the EU it becomes a region of various opportuni-
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ties for Poland.

Since very beginning of regional cooperation, the Scandinavian
countries have been the most active participants in the process. On
some occasions they have been more interested in establishing the BSR
than have the Baltic states, preoccupied as they are with enlargement
of the EU and NATO. After Finland and Sweden joined the EU, pessi-
mists forecast that Scandinavia’s activities in the area of regional coop-
eration might recede, something that would be threatening to the Baltic
countries for whom the Scandinavians are the largest investors and most
active supporters.?!

In the event, however, quite the opposite happened. Membership by
the two Scandinavian countries in the EU enhanced regional coopera-
tion. That happened for several reasons: multiplication of power, as
well as financial issues (EU membership provides countries with an
opportunity to obtain EU funds for cooperation with eligible countries,
especially in terms of cross-border cooperation and regional develop-
ment).

The EU’s Baltic Sea Region Initiative itself is being carried out
mostly through the offices of the Scandinavian countries. The interest
of the Scandinavians in the region is also dictated by the presence of
Russia in the Baltic Sea — something which during the Cold War was
the primary issue in Nordic security policy. As European structures are
opening up, therefore, it is important to establish rational relations with
Russia, which is drawing nearer to Europe rather than distancing itself.
In this situation, the Baltic states are very useful as a buffer against
Russia’s occasionally unpredictable policies. This has become particu-
larly important since NATO’s Madrid summit, where NATO announced
its enlargement plans. The issue is concerning how to keep the Baltic
states from slipping into the Russian sphere of influence if they are not
admitted to the Western alliance. Russia respects the Scandinavian coun-
tries because they provide a bridge for involvement in Western institu-
tions. Other countries, except for Germany, are not as interested in bring-
ing Russia into Western integration processes. For the Scandinavians,
the most complicated question which surrounds efforts to improve the
Baltic security situation is how to merge two goals — ascertain that the
Baltic states are not left behind the gate in terms of European security
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structures, while simultaneously integrating Russia to the point where
it would no longer be advantageous for Moscow to take any steps against
the Balts, as that would destabilize the situation in Russia, as well as in
the region.

If we look at the Scandinavian countries as a group, however, we
must beware of being too mechanical in seeing them as a single block.
In fact the investment of the Nordic countries in the region has been
considerably varied. The involvement of Denmark, Finland and Swe-
den cannot be compared to that of Norway and, especially, of Iceland.
I would like to note, therefore, that even if Norwegian activities in
regional projects are on the rise, then Iceland’s links to the region are
very weak. This is indicated both by the volume of investment and by
the volume of trade and tourism. The last few years, however, have
seen a small but positive increase in Iceland’s desire to integrate more
actively into the Baltic Sea Region. Preparing for a visit to Finland,
Iceland’s president, Olafur Grimsson, expressed a few fundamental po-
sitions in his country’s foreign policy. He said that first of all, small
countries must be integrated into European security structures, thus
admitting that the Baltic states should be in NATO. Second, Iceland is
planning not only to draw closer to the other Nordic countries, espe-
cially now that Finland and Sweden have joined the EU, but also to
strengthen contacts with the Baltic states. In an interview in the news-
paper Hufvudstadsbladet, the president said that *“... now Iceland wants
to emphasize that the Balts are our closest relatives in the Nordic com-
munity. Therefore I shall not plan any more visits to European coun-
tries until I have visited all three Baltic states.””

The Baltic states themselves, of course, have the most to gain from
regional cooperation — economically, politically and in terms of multi-
lateral security. This is proven by the rapid increase in investments, if
nothing else, and I shall illustrate this rise by pointing to Latvia (Table
2), which among the Baltic states is somewhere in between Estonia
with its particularly favorable position and Lithuania, which is lagging
somewhat behind its Northern neighbors. For comparison, let us choose
1994, when after the withdrawal of Russian armed forces from Latvia,
a more favorable climate for investment flow was created.
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Table 2
Direct investment of Baltic Sea countries in Latvia (,000 lats)

Country 1994 1997 IX 1998
Denmark  45,689.8 100,037.9 99,853.9
Norway 36.1 1,149.6 11,314.9

Finland 3,817.6 16,289.5  22,401.0
Germany  12,002.1 48,4223  51,687.0
Sweden 5.001.3 26,750 34,317.1
Russia 10,288.6  52,665.1  55,029.1
Total 76,8355  204,279.8 274,603.0

Source: Latvijas statistikas ikmenesa biletens (Monthly Bulletin of Latvian statis-
tics), Riga: State Statistical Committee of the Republic of Latvia, No. 1(56), 1999,
p.101.

According to statistics, investments from all of the countries in the
BSR have been on the rise, and countries which at one time were pas-
sive have become more active. The interest of Norway, Finland and
Sweden in Latvia has increased to a particularly large extent, and if we
look at the dynamics of these developments, then we can conclude that
as Latvia draws closer to the EU, the investment activities of the Nor-
dic countries will increase. Although investments are only one indica-
tor of cooperation, they do represent a significant factor for the promo-
tion of stability, one which provides overall improvements in the secu-
rity situation of the country and its regions.

One of the specifics of the Baltic Sea Region policies of the Baltic
states is that they have all three been fairly cautious in this area so far.
There are two main reasons for this. First, there has been no clear sense
about Russia’s activities and possible policies from Moscow, which
could hamper the efforts of the Baltic states to draw nearer to European
structures. Second, the Baltic states have been careful not to demon-
strate an excessively active interest in the BSR, lest this be perceived
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as a signal in the West that the Balts might accept a new but insufficient
security solution in place of the EU and NATO. This is why the Baltic
States had regional policies, which consumed what was available but
were not particularly active in the process. Changes in the attitude to-
ward the BSR emerged in 1996, when Latvia became the presiding
country of the Council of Baltic Sea States, and in the summer of 1997,
when Denmark, Finland and Sweden lobbied on behalf of the Balts at
the Amsterdam summit. This was particularly true of Latvia and Lithua-
nia, because more rapid integration in the region would shorten their
path to the EU. Speaking at the conference “The Baltic Sea Region and
the European Union” in Riga on 22 May 1997, Latvian Foreign Minis-
ter Valdis Birkavs illustrated this change in policy which has led to
new accents in Latvian foreign policy — accents witch, somewhat mod-
ified are also applicable to the other Baltic countries. If until 1997 inte-
gration was a concept that was seen as a fairly abstract process taking
place in the EU, leaving candidate countries to act as passive observers
who want to join the process but do not have the resources for it, then
as the actual enlargement process began to develop, Latvia, too, under-
took a special responsibility toward the integration process, understand-
ing itself not only as a national unit in international processes, but also
as a part of the political processes in the region and even in Europe as
a whole. In Birkavs’ words: “First, we are responsible for directing our
internal reforms towards the context of Europe and accurately fulfill-
ing all membership criteria. Second, we are involved in Europe’s rela-
tions with Russia, and as a part of this relationship we are equally re-
sponsible for the further development of these relations. Third, we are
responsible for cooperation among the states of the Baltic Sea rim.”*

The Baltic states are currently undergoing a self-identification proc-
ess in terms of the region in which they are located. Estonia already
considers itself to be part of the Nordic group of countries, and it does
not have particularly active BSR policies as a result of this. Lithuania
is at a crossroads between Central Europe and the Baltic states, and it
sees participation in BSR projects as a necessary element in foreign
policy, but not as a major priority. Latvia, which is located in the center
of the southern shore of the BSR, is actively seeking to be involved in
the region and even to search for new development models. The Latvi-
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an ambassador in the United States, Ojars Kalnins, proposed the idea
of Latvia being an “Amber Gate”. The idea is based on a suggestion
from American officials that the Hanseatic League could be reestab-
lished. A formal proposal to that effect was made in the spring of 1996
by the then American ambassador in Finland, Derek Shearer.” Once
the enlargement of EU and NATO strategy got underway, however,
any regional initiatives were postponed, because as long as it was un-
clear whether the Baltic states would be invited to start membership
negotiations in the first round, any other policies were seen as obsta-
cles on the path to the two institutions. It was only after the historic
events of the summer of 1997 - events which were only partly pleasing
to the Baltic states — that new consideration was given to the evaluation
of expanded opportunities for regional cooperation. The proposal to
renew the Hanseatic League, as set forth by the Balts and the Ameri-
cans, drew a certain amount of responsiveness, but the reinstatement of
the old name — the Hanseatic League — was unacceptable to the Nordic
countries. It was at that point that the name “Amber Gate” was sug-
gested. The very idea of finding a new name for BSR cooperation was
seen as something positive — an attempt to make regional cooperation
more active. In fact, however, there is no real clarity about the content
of this idea. For the time being, it would mean nothing more than im-
plementing a new and more colorful name for the Council of Baltic
Sea States. The Latvian ambassador in America himself feels that the
“Amber Gate” could be established on the basis of the CBSS, giving
that organization a new mission. It is not clear, however, what exactly
that mission might be. Ojars Kalnins has emphasized the promotion of
economic cooperation and the development of transit routes, as well as
the fact that the project would help to establish a regional identity.?

Latvia’s uniquely great interest in regional projects is linked to two
factors. First of all, among the three Baltic states, Latvia is the most
oriented toward regional cooperation. Second, it was the presiding coun-
try in the CBSS in 1996 and 1997, which obliged it to act as a regional
initiator. Latvia wanted to leave something as its legacy, as Sweden did
during its presidency via the Visby and Kalmar documents which award-
ed Sweden a leadership role in the region.

The only new nuance in the “Amber Gate” idea, which would set it
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apart from existing forms of cooperation is that the plan is to involve in
the region countries which do not belong to the region in terms of ge-
ography, but which have expressed interest in participation. Chief
among these is the United States, which is already an observer in the
Council of Baltic Sea States. There is nothing to prohibit America from
becoming a fully fledged member of the CBSS.

Even though the United States are not directly involved in the re-
gion, they have an undeniably increasing and significant role. This has
been affirmed by politicians of various levels, and America’s practical
presence in the region has come through investments, participation in
the establishment of security and military structures, and, finally, the
signing of the US-Baltic Charter. At a seminar organized by the Swed-
ish Institute of International Affairs in November 1997, US Deputy
Secretary of State Ronald Asmus announced that America had began
to implement a new Nordic initiative calling it the Northern European
Initiative (NEI) which involves three of the basic principles of Ameri-
can policy in terms of promoting regional security: help for the Baltic
states in their efforts to become powerful candidates for integration
into Western structures; promotion of relations between Northern Eu-
rope and Northern Russia — something analogous to the old Hanseatic
tradition, when the Baltic Sea was open for free trade — and increasing
contacts between the United States and Northern Europe in the form of
an all-encompassing coalition. America has invited France and the
United Kingdom to participate in the coalition, because the Baltic Sea
Region is not solely the responsibility of the Nordic countries.”

America unveiled a new element in this initiative in January 1998
through the person of Strobe Talbott, who was then on a visit to Fin-
land.® He said that the essence of the new element was to link Russia
into European integration processes. The rational nucleus of this poli-
cy is to ensure that factors which would hamper or even halt democrat-
ic reforms in Russia are not given the opportunity to come to the fore,
as well as to promote Baltic efforts to implement their Europe policies
— something that until now has been hindered by the unsettled relation-
ship between the Baltic states and Russia, as well as by Moscow’s im-
placable opposition to any steps which the Balts take toward Europe,
and especially toward NATO. The BSR is the favorable environment
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in which Russia could be involved in highly varied and mutually ad-
vantageous forms of cooperation — a process which would be support-
ed by the United States by all possible means.?

According to Gerard Walter, who is the speaker of the Baltic Sea
States Sub-regional Conference and Minister for Justice, Federal and
European Affairs of the Land of Schleswig-Holstein, the BSR will have
to face up to five major tasks in the near future: “region-building” will
have to be built through three action programs; EU member states in
the region will have to organize their interests in Brussels in a way
which better supports the interests of the BSR when it comes to en-
largement, making certain that Baltic Sea cooperation will be support-
ed in the future, when the EU’s financial policies and structural funds
are reformed, and forming interest groups to promote further integra-
tion; support for EU membership for all three Baltic States will have to
be given; the idea of an EU Baltic Sea policy will have to be promoted
further; and an approach will have to be found toward security matters
in the widest sense of that word.*

Closer integration in the region helps to establish the international
environment in which the more narrow dialogue between the Baltic
and Nordic countries can take place, along with the political process
which involves EU enlargement and more active cooperation with
NATO. Because both sides in this process are organic components of
the BSR, they must consider not only their own political interests, but
also, to an equal extent, the international setting in this area. As can be
seen from the foregoing analysis, there is consensus among the coun-
tries of the BSR with respect to two important conditions for Baltic
security: a common understanding on the significance of the region at
the national, European and global level, and an understanding of the
need (o increase mutually advantageous cooperation in all areas, in-
cluding the security sector, as well as of the positive influence of EU
enlargement for all individual countries, irrespective of whether they
are in or out of the EU, and for the region as a whole.
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The beginning of EU eﬁla_rgemeFt and its
impact on the relationship between the Baltic
and the Nordic countries

The onset of EU enlargement was a test of the claims which had been
made in various political forums to the effect that the Baltic states are
one of the main foreign policy elements of the Nordic countries. If we
look at the brief history of the restoration of Baltic independence, and
at the reaction of the Scandinavian countries toward that process, then
we see several changes in attitude, beginning with very careful initial
attempts to establish bilateral relations (the exceptions here were Ice-
land and Denmark, which supported the Baltic states even before the
restoration of their independence and which did not hesitate to offer
them international recognition), and then proceeding gradually toward
a much greater interest which eventually went so far as to include the
claim that Baltic security is also Nordic security.”

EU enlargement was not only a test of political rhetoric, however. It
was also linked to a whole range of purely practical issues. First of all,
two of the Nordic countries became members of the EU only in 1995.
This meant that Finland and Sweden themselves had to integrate into
the institutional system of the EU and to adapt to the various econom-
ic, social and other processes which this entailed. Simultaneous na-
tional adaptation and the involvement of new candidates in the EU
meant the first real step in the move from simpler forms of cooperation
to a process of all-out cooperation. The decision by Denmark, Finland
and Sweden to help the Baltic states to become members of the EU was
the result of the regionalization policies which had been begun earlier
and which were expressed by the political elites of these countries in
various foreign and security policy documents. In my opinion, a good
explanation of the role of the Baltic states in the foreign and security
policies of the Scandinavian states — a role which also dictates the in-
creased interest of the Nordic countries to support Baltic membership
in the EU — is given by the Swedish security expert Ingemar Dorfer,
who has used a classification of national interests that was first elabo-
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rated by RAND researcher James Thomson to divide interests into vi-
tal interests, essential interests and general interests. This distribution
helps the Baltic states to avoid any excessive and unjustified illusion
that they are the center of the BSR, and it also helps to remind actors in
the region that the interests of countries lie above any sympathies which
they might have toward freedom-loving small nations. In the Nordic
countries this is expressed in the following way: Vital interests are the
defense of the nation and of Nordic neighbors; the US presence in Eu-
rope; and the preservation of a viable NATO. Essential interests are the
security of the Baltic states and Poland; the cohesion and integrity of
the European Union; and the expansion of the EU to include Central
Europe and the Baltic states. General interests are peace, liberty and
prosperity in Europe, including Russia, and non-proliferation of weap-
ons of mass destruction anywhere in the world.*

In other words, the Baltic states are part of the essential interests of
the Nordic countries, as is support for efforts by the Baltic three to join
the EU. This is a complicated task, at least compared to the process
whereby Finland and Sweden joined the Union. It is worth noting that
their path to the EU was relatively smooth, given the level of democra-
cy, welfare and social development in the two countries, as well as the
fact that they had had links with the EU since the 1960s. Both factors
prepared the way to the European Union long before 1995. The latest
wave of expansion, which will include 11 countries, will be very much
different from the previous one, and not in any better sense either. This
enlargement will involve countries that are not fully formed in terms of
their economies, their policies, and their societies. In terms of some
statistical indicators, they are far behind existing EU member coun-
tries,*® and the enlargement will be considerably more expensive than
the previous one, in which countries basically paid for their own ad-
mission. The overall cost of the expansion is difficult to calculate, giv-
en that there will be enormous social and agricultural expenditures and
that there is no clear understanding of the future of the EU’s cohesion
funds, its regional development promotion funds, etc. It is also true
that the previous enlargement did not involve any fundamental institu-
tional reform in the EU. Now it is very difficult to foresee what chang-
es might have to be implemented, how the process will proceed, what
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might be its overall outcome. During the last round of enlargement it
was clearly known that the result of the negotiations would be positive,
but now it is difficult to predict the results. An important role will be
played by the development of domestic policies in each of the candi-
date countries, and that means that the enalrgement will take a long
time. Finland submitted its application in 1992 and was admitted in
1995; the experience of Spain, however, proves that a long period of
time can pass between the start of negotiations and a country’s admis-
sion to the EU. Spain first expressed an interest in joining the EU in
1977, but joined only in 1986.

In the previous chapter we discussed the high level of mutual de-
pendency among the countries in the BSR. As EU enlargement began,
some people asked whether the rapidly developing Baltic states might
not become competitors of the countries which are located in the North
of the EU. A group of Finnish researchers conducted a comparative
analysis of the economic development levels of Finland and the Baltic
states in the broader EU context and concluded that from the perspec-
tive of the EU, accession by the Baltic states would not cause signifi-
cant economic problems for European countries, even small ones such
as Finland. In 1995 Finland’s GNP amounted to USD 126 billion; the
overall GNP of the three Baltic countries was only 11.3 % of the Finn-
ish level. Baltic imports amount to only 28 % of Finnish imports, while
exports are at only 15.5 % of Finland’s exports.

These comparisons show that with their low level of GNP, and with
their rather modest volumes of foreign trade, the Baltic states cannot
cause any major disturbances in the EU framework. Estonia, Latvia
and Lithuania have overall exports of some USD 6 billion a year, which
is about one-sixth of the Finnish export performance.* The volume of
Baltic exports to Western Europe is very modest. With an annual ex-
port amount to the EU of less than USD 3 billion, the Baltic states can
hardly cause any market disruptions.* One of the most sensitive issues
in the EU, including its approach to candidate countries, is the issue of
agriculture. In the Baltic states, the agricultural sector accounts for a
fairly large share of GNP, and some think that this will be a controver-
sial issue in the context of EU enlargement. Agriculture, forestry and
the fishing industry have a total value of USD 1.15 billion in the three
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Baltic states — again, a very modest figure when compared to Finland’s.
In 1995, in Finland, agriculture represented 1.7 % of GDP, which rep-
resents a value of USD 2.1 billion, while forestry represented 2.7 %
and USD 2.5 billion. In other words, the total value of agriculture and
forestry in Finland is four times higher than the analogous value in
Estonia, Latvia and Lithuania taken together.* If we put these figures
into a wider EU context, they look even more modest. The combined
GNP of the three Baltic states is approximately equivalent to 0.15 % of
the combined GNP of the 15 EU countries. Therefore, close economic
cooperation between the Baltic states and the EU can hardly cause any
substantial disruptions in the EU region.(37)

The enlargement could have some negative influences on coopera-
tion among the Nordic countries with respect to the Baltic states, and a
lack of coordination is already visible. Before July 1997, when the
enlargement became a true political process, the Scandinavian coun-
tries which are EU members (Denmark, Sweden and Finland) main-
tained a unified position vis-a-vis Baltic membership in the Union. Since
the Amsterdam summit, however, the unified position, as well as the
overall attitude toward enlargement, have proven to be an illusion which
collapses as soon as the primary interests of the respective countries
come into play.

After the European Commission announced its conclusions about
which candidate countries are ready to begin membership negotiations
in the EU (Estonia, as we know, was the only one of the Baltic states to
mabke the list), there were the first signs of a split in views in the Nordic
countries. In September, the Baltic and Nordic foreign ministers met at
Bergen, and during negotiations over the final communique of the meet-
ing, Finland took a different position from Denmark’s and Sweden’s.
Finnish Foreign Minister Tarja Halonen stressed the need to support
rapid accession for Estonia, while the other two countries, accusing
Finland of diverging from the common stand, emphasized a necessity
to put political pressure on the EU and its member countries to encour-
age a simultaneous start of negotiations for all three Baltic states.*

The fairly strict position which Denmark and Sweden took against
Finland was criticized in a variety of press publications. One of Fin-
land’s most influential newspapers, Helsingin Sanomat, commented
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that “Sweden has good reason to look into the mirror and ask whether
the result is more important than its internal political reason or im-
age.”® Offense was also caused by Norway’s clearly stated position
that the Baltic states must be kept together. Helsingin Sanomat sniped
that a country which itself voted down a referendum on EU member-
ship has no moral right to push views upon EU member countries.*

Finland based its arguments on the idea that Latvia and Lithuania
are not as prepared for EU membership as is Estonia, and unrealistic
pressure on the EU might hamper early membership for the one Baltic
country which is more highly developed. Finland sought to portray its
own position as a consistent implementation of realpolitik, while argu-
ing that its two neighboring countries were idealistic in their approach.
The result of the Luxembourg summit, however, proved quite the con-
trary — that even in a seemingly hopeless position, a country which
implements balanced and farsighted policies can reach their intended
goals. Thus Denmark and Sweden scored a victory over Finland’s cau-
tious approach to the idea of putting all three Baltic states on an equal
starting line. Even though after Luxembourg Finland claimed that it
had never wavered from the idea of a unified start, Helsinki’s state-
ments between Amsterdam and Luxembourg testify to the opposite. In
an interview with the Latvian newspaper Diena, for example, Finnish
President Martti Ahtisaari said that the European Commission had stated
its views, and Finland agreed with those views. “Those countries are
closest to membership, and negotiations, therefore, must be started with
them,” he said.*!

A new test for Scandinavian support to Baltic EU membership oc-
curred at the end of 1998 when the first regular reports on candidate
countries pre-accession progress were released. Latvia was indicated
as the country that made the most significant progress. It was impor-
tant for both, Latvia and Lithuania to receive a clear message when
they could start substantive negotiations. In the preparation of EC rec-
ommendations Sweden and Denmark worked actively to get the two
countries on the fast track in the negotiation process. The Vienna sum-
mit in December 1998 did not bring a big surprise for the Nordic EU
members and the Balts because the decision on the next round of nego-
tiations would be taken only in the end of 1999 during the Finnish
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presidency. The Swedish Prime Minister Géran Persson commented
that: “Taking into consideration the growing reluctance of some coun-
tries against the further EU enlargement process, we should be satis-
fied with the decision adopted by the Council.”*

A lack of coordination and unified policies has appeared toward the
BSR as well. In the summer of 1997, for example, the Nordic countries
could not reach agreement on whether to recognize Latvian non-citi-
zen passports. Only Denmark recognizes these passports for travel into
Denmark under the auspices of the visa-free regime. There is also com-
petition in the trade area. Swedish exports to the Baltic states amount
to SEK 3.5 billion, while Denmark’s exports amount to SEK 1 billion
less. Swedish imports from the Baltic states amount to SEK 6 billion,
while Danish imports tally up to only one-third of that sum. Develop-
ment trends, too, indicate that Denmark will not succeed in reaching
Sweden’s levels any time soon.®

There have also been several instances of conflict between individ-
ual ministers. The Norwegian and Danish defense ministries, for ex-
ample, have been unable to agree on coordinating military cooperation
with the Baltic states. In 1996, when Sweden was establishing an inter-
national Baltic Sea Council under the auspices of the prime minister’s
office, it drew complaints from Finnish officials that it was Finland
which first started to establish such an institution. At the 48th session
of the Nordic Council, Finland’s minister for Nordic cooperation, Ule
Norbak, accused Swedish Prime Minister Géran Persson of wanting to
grab all BSR policies for himself by claiming that Sweden could coor-
dinate the cooperation.*

The process of cooperation and competition among the Nordic coun-
tries in their relations with the Baltic states have been characterized by
the Norwegian specialist Olav Knudsen as follows: “Prevailing in all
of these various Nordic policy-making contexts in 1996-1997 were
exceptionally strong national competitive tendencies between the Nor-
dic states, rarely seen before in inter-Nordic relations: There was com-
petition to be perceived as the ‘leading nation’ in organizing Baltic Sea
cooperation, competition to be seen as the most solid aid provider for
the Baltic states, competition to maintain the Nordic link to the United
states, etc., etc. The combined effect of these frictions was to make
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Nordic cooperation more chaotic in 1997 than at any time in living
memory.”¥

There are problems not only with the competition among the Nordic
countries, but also with conflicts among various government structures
within a single country. This has been noted by the British expert Clive
Archer, who has written with respect to Scandinavian involvement in
the Baltic states that “complementary elements and those of overlap
are stronger than those of competition in the Nordic policies. But with-
in the Nordic countries there is some indication that ministries of de-
fense that cooperate with other defense ministries on Baltic matters
have not always been in harmony with their own foreign ministries.
There can even be differences between the operative element in de-
fense — the defense command — and the policy side in the ministry.”*

EU enlargement may have a consolidation effect, because as a polit-
ical and regional institution the EU is linked to the desires of each
individual country or group of countries to maximize its resources in
the achievement of various goals. If Denmark, Finland and Sweden
operate within this system as a unified bloc (which eventually might
also include the Baltic states), they have more significant political pow-
er. That is the reason for Nordic efforts to use EU enlargement as a
cause for consolidation. At a meeting of Nordic and Baltic foreign min-
isters in Brussels in March 1997, a cooperation plan for this year was
adopted. The Baltic states will receive DKK 51 million for the imple-
mentation of 31 projects in such areas as upgrading of legislation to
meet EU standards, support for non-governmental organizations, and
help in the educational, cultural and scientific fields. Each Baltic states
will also receive bilateral support. Analyzing the abilities of the Scan-
dinavian countries to consolidate, we see that the EU and the Baltic
states both are causative factors in the process. Denmark, Finland and
Sweden are playing the decisive role in the integration of the Baltic
states with the EU, and that is impossible without coordination of oper-
ations. It is in this way that the Baltic states have become a factor in
unifying the Nordic countries and in creating a new identity for Nordic
cooperation. The Danish researcher Hans Mouritzen puts it into a fol-
lowind way: “There is no doubt, however, that the re-emergence of the
Baltic states has blown a new lease of life into Danish-Swedish-Finn-
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ish mutual cooperation and competition; in addition to their parallel
actions, the Baltic challenge presents a novel and huge common task of
its own. They have now even more in common then before.”*

How is Nordic assistance in promoting Baltic strategies for eventu-
al EU membership occurring now, and how might it intensify in the
future? The most important element is assistance in preparing the Bal-
tic states for membership negotiations. The Baltic states do not have
the necessary knowledge and experience in this area, but Denmark,
Finland and Sweden do. If the Baltic states have “Europe policies”
which are six years in the making, the Nordic countries can look back
on 20 years of experience. The next level involves the expression and
defense of Baltic interests at the bilateral level between Nordic coun-
tries and other EU member countries, as well as in such EU structures
as the European Council, the European Commission and the European
Parliament. It is also important to continue to increase investments and
to develop multilateral cooperation forms, including in the field of se-
curity and military issues. At the political level, it is important to main-
tain regular dialogue among themselves and with other Baltic Sea Re-
gion countries, demonstrating that stability, security and economic
welfare in the BSR (a region which is becoming an inseparable part of
the EU) is an important issue in terms of Scandinavian interests.

As can be seen from the foregoing analysis, the Nordic countries
have made an important investment in helping the Baltic states to draw
nearer to European structures. We must also, however, look at the in-
vestment which each individual country has made in implementing the
European policies of the Baltic states.

Denmark, which is the only Nordic country that is a member of
both the EU and NATO, has helped the Baltic states in their efforts to
join both institutions from the very beginning. Looking at Denmark’s
support policies, we see that they have been more active in the direc-
tion of NATO; this is logical, given that Denmark is the only Nordic
country among the neighbors of the Baltic states which is involved in
that organization.*

Denmark has helped the Baltic states to draw nearer to the EU in
several ways. First of all, Denmark has consistently increased its pres-
ence in the Baltic states with economic, political and cultural methods.
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This is affirmed by the overall volume of Denmark’s investments, as
well as the regular nature of the investments and their even distribution
among the Baltic states. Danish assistance to the Baltic states in 1996
amounted to DKK 2 billion.*

Assistance has been granted in several areas, starting with joint busi-
ness ventures, continuing with military assistance, and ending with ec-
ological and educational programs. In environmental protection projects
alone Denmark invested DKK 650 million in 1996, and over the next
two years the investment will increase to DKK 2.5 billion.*

An important new element is financial assistance aimed directly at
bringing the Baltic states nearer to the EU.*' In 1997 Denmark granted
DKK 100 million to promote the involvement of the Baltic states and
Poland in the EU. Proof of the special status which the Baltic states
enjoy in Danish foreign policy is the fact that in 1997 Denmark offered
a total of DKK 1.8104 billion in aid to Central and Eastern Europe. In
1995, 44 % of assistance went to the Baltic states (7.47 % for Estonia,
12.43 % for Latvia and 18.68 % for Lithuania; in comparison — 17.27
% went to Poland and 14.63 % to Russia), while the rest was divided
by the other countries. In 1997 the percentage increased.*

Secondly, assistance is also being granted at the political level. This
was reflected most directly by events associated with EU enlargement,
starting with Amsterdam and ending with Vienna. It was the Danish
Foreign Minister Niels Helveg Peterson who, in commenting on the
European Commission’s recommendation to invite only one Baltic state,
Estonia, to begin membership negotiations, said that Denmark, Fin-
land and Sweden are in total disagreement with the “Agenda 2000”
document. Quite a while before the Commission report, in March 1997,
the Danish embassies in the three Baltic states released a report on the
condition of the Baltic states and their readiness to integrate with the
EU. The document offered precise and in-depth information about proc-
esses in the three countries, and the aim was to help the European Com-
mission in preparing its own report. It was stated that Brussels devotes
too much attention to shortcomings and to the minorities issue, while
economic achievements are given short shrift. Denmark’s representa-
tives in Brussels maintain regular and effective contacts with Baltic
diplomats. Close contacts have been established at all levels, starting
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with ambassadors and continuing through various officials at other lev-
els. The result is the Balts have an opportunity to follow what is hap-
pening in EU structures. The Baltic states are also invited to participate
in Nordic meetings in Brussels.” Undeniably, however, the main indi-
cator of effectiveness and success in Danish and also Sweden’s poli-
cies vis-a-vis the integration of the Baltic states with the EU is the
compromise decision that was taken at Luxembourg with respect to
two types of membership negotiations — a process which will also in-
volve Latvia and Lithuania in the integration process. The six-month
diplomatic marathon that occurred after Amsterdam ended in Den-
mark’s and Sweden’s favor, and the greatest benefits of this will accrue
to the Baltic states.

Sweden has limited its Baltic states policies to the EU, because the
future prospects of NATO membership are still a matter of domestic
political debate in Sweden. Sweden’s activities in the EU enlargement
question correspond to Denmark’s position, but the activities have been
more single-minded and purposeful. This apparently is the result of
Sweden’s desire to become a leader in the BSR — something that Swe-
den has sought to achieve ever since 1996. An orientation toward the
EU gave this process true content. One way in which Sweden has sup-
ported the efforts of the Baltic states to draw nearer to the EU is promo-
tion of economic activity in the Baltic states which would help them to
reach a higher level of welfare. On the one hand, it might not be worth
emphasizing this particular aspect of cooperation, but given the cau-
tion which Sweden displayed during its slow entry into the region in
1995 and 1996, the activities in the last year can be seen as an increas-
ing and long-lasting interest in the region and in the Baltic states.

Although economic support has increased, however, Sweden’s de-
sire to serve as a leader is difficult to reconcile with the way in which
processes have been developing. Only 4 % of Swedish exports end up
in Eastern and Central Europe (the figure for the EU is two times larg-
er). 1,700 Swedish companies are registered in the Baltic states, but
considerably less than one-half of them were actually in operation in
1996. Of large companies, only some 50 have ventured to enter the
new democracies that exist around the Baltic Sea. Despite political sig-
nals, Swedish business circles are hesitating with investments in the
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Baltic states, Poland and Russia.

Recently Sweden has changed its assistance policies to resemble
those of Denmark. Swedish assistance to Eastern Europe, which has
been approximately SEK 1 billion a year in the years up to and includ-
ing 1998, and now the assistance is aimed mostly at helping the Baltic
states to prepare for EU membership. What’s more, the aid has been
focused on programs which seek to enhance security — cooperation
among customs departments, police agencies and armed forces. Of in-
terest is a comment by Pierre Schori that assistance to Eastern Europe
is a good deal for Sweden, because 90 % of the money ends up back in
Sweden via the purchase of goods and services.*

If in the economic sector there has been a move from caution to
active operations, then in the political sector Sweden’s support for the
Baltic states on the road to EU integration has been just as significant
as Denmark’s. It should be noted that it is more difficult for Sweden to
implement active support policies, because Sweden’s political forces
are not as unified as Denmark’s on the issue of beginning membership
negotiations with all three Baltic states simultaneously. At a meeting
of Sweden’s EU Council in September 1997, for example, representa-
tives of the Moderates supported the European Commission recom-
mendation that negotiations be started with Estonia. It is significant
that among those to agree with this position was Carl Bildt a great
supporter of the Baltic states. Swedish Ex-Foreign Minister Lena Hjelm-
Wallen criticized and rejected this position. She went so far as to com-
plain that Bildt’s party colleagues in Germany and Spain are those who
are most active in objecting to simultaneous negotiations with all can-
didate countries.’® The Baltic states feared that when the Social Demo-
crats came to power, Sweden’s favorable policies toward the Baltic
states might change, but the enlargement of the EU has provided affir-
mation that the governing party is not only maintaining the same over-
all policy course, but it has gone even further — maintaining a strict
position in lobbying on behalf of the need to start membership negoti-
ations with all of the candidate countries at once.*®

Sweden’s official position in favor of simultaneous membership ne-
gotiations will all of the candidate countries is based on the following
arguments: If the Baltic states are split up and some countries are raised
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above others, this will not promote the pace of reform and will cause
some countries to fall behind. For them it will be practically impossi-
ble to catch up with the countries that have been put in a more favora-
ble situation This, in turn, will facilitate the creation of first-class and
second-class countries, and this will promote a negative attitude to-
ward the EU, as well as increased social tension. This is despite the
fact that the decision taken at Luxembourg, which theoretically allows
for a unified starting position for all candidate countries, should make
all of the candidate countries more active in dealing with various EU-
related issues. In 1998 Sweden established a special working group at
the level of civil servants which would improve Latvia’s and Lithua-
nia’s situation in the negotiations and to speed up the reform of legal
systems in the two countries. It is significant that Sweden is convinced
that with its help, all three Baltic states will make considerable progress
in a comparatively short period of time. After 1998 Sweden has shifted
aid from the Baltic states to Northwestern Russia, the Kaliningrad prov-
ince, and the northern part of the Barents Sea. That was done because
after a year the 5+3 relationship should turn into normal trade rela-
tions, and help will be needed only in specific sectors.”’

In order to help the Baltic states intensify their policies on the way
to the EU, at a meeting of Scandinavian and Baltic foreign ministers in
September 1997 in Norway, Sweden came up with a proposal to mar-
shal all possible forces in order to establish a special research group
which would develop recommendations on ways to overcome difficul-
ties faced by executive structures in developing EU-related policies.
Help would be granted in the form of advice, as well as financing.5®

After a longer period of silence, the Baltic Sea Council which was
established in 1996 under the auspices of the Swedish prime minister’s
office has become more active again. One of the most important areas
of its activities involved the distribution of SEK 1 billion awarded by
the Swedish government, the priority being projects aimed at helping
countries to draw closer to the EU. 400 candidates applied, which means
that interest in links with the region is high.*

Priority will be given to those applicants whose projects are linked
to such sectors as food production, energy systems, education, infra-
structure and the environment, who can identify functioning local in-
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stitutions in the regions where the projects are to be carried out, and
whose projects will promote business development and foster democ-
ratization in local governments.®

A concentrated statement of Sweden’s policies vis-a-vis the Baltic
states was expressed by Prime Minister Goran Persson in an interview
with the newspaper Die Welt. He said that the main priority is support
for the Baltic states to speed up their integration with the EU, imple-
menting this support through industrial projects, through helping in the
fight against organized crime, and through promoting border treaty ne-
gotiations between the Baltic states and Russia.®!

Finland is definitely the one Scandinavian country which has gained
the most from joining the EU. This is true in terms of the country’s
economy, security, social aspects and regional considerations. What
has Finland gained in its four years as an EU member? Food prices
have declined by 10 %, the unemployment level has fallen, 60,000 new
jobs have been created, and Helsinki participates in the taking of deci-
sions on pan-European issues and influences those discussions in a
real way. Finland has taken advantage of various EU assistance funds
to help develop regions of the country, which are in a less advanta-
geous position than others. Finland has promoted its various regions
and their cooperation with other EU regions.®” The internationalization
of the country has increased. Summing up Finland’s relatively brief
history in the EU, President Martti Ahtisaari has said in 1997 that with-
out the EU, Finland would need 10 years to achieve in the international
arena that which has now been done in less than three years, establish-
ing relations not only with Brussels, but also with other EU regions.
The positive regional experience has facilitated Finland’s break with
the tradition of concentrating solely on Estonia. Over the last two years,
the country has moved very swiftly toward the South, and it has also
established a new type of relations with Russia. In 1996 Finland’s in-
vestments in the Baltic states evened out, and the dynamics of the proc-
ess changed. In 1996 the Finns were the greatest investors in the re-
gion. Since January, the ENSO company has operated a packaging com-
pany in Riga at a volume of FIM 45 million. Neste has built a chain of
gasoline stations, and together with Statoil built an oil terminal in Riga
that is worth nearly FIM 0.5 billion. Telecom Finland is helping to
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shape the telecommunications networks of Latvia and Estonia. Finns The Finnish initiative engendered a less than unanimous reaction in

have made considerable investments in the development of sawmills Latvia. In August 1998, for example, the Ministry of Communication

in rural Latvia (at an overall value of FIM 95 million). And Neste, said that the ND would threaten Latvia’s prospects as a transit country

Statoil and Shell control 50 % of the Latvian gasoline market.® Trade and, by extension, the nation’s economic interests. After a meeting of

between Latvia and Finland is increasing by 20-25 % a year.* Since the Baltic and Nordic foreign ministers in August of the same year, it

Latvian government decided to terminate the monopoly in telecommu- was decided that the Finnish and Latvian foreign ministries would have

nications the Finnish company Sonera, that bought the investment pack- regular consultations on the ND.

age, is the biggest investor in Latvia with USD 305 million. At present The concept of the ND is based on several considerations. First of

time Finland is the third biggest Latvian trading partner. During one all, Helsinki wants to clear up the EU’s less-than-clear policy towards

year and a half a number of Finnish enterprises in Latvia increased the Northern reaches of Europe. Given the region’s development pros-

from 120 to 250.% pects in the future, there must be a concrete and specific policy with
Although Finland has been more active in the South of the BSR in respect each regional country, including Russia. Taking into consider-

economic terms, however, in political terms Finland has reaffirmed its ation that almost all countries soon will become EU members it means

position in favor of Estonia, even if it has generally stayed with Den- that soon the dimension could become a bridge for a variety of rela-

mark and Sweden in support of EU membership for all three Baltic tionships between the EU and Russia. It is possible that in the future

states. This can be explained in various ways. First of all, Finland, com- the ND will describe the “Russian dimension” in the EU.

pared to the other Scandinavian countries, has been able to implement A second issue here is the rapid economic development that has

its own foreign policy independently only since the late 1980s. This been occurring in Northern Europe and the region’s geo-political situ-

means that in a short period of time Helsinki has had to prove the effec- ation between the East and the West. The Finnish government feels

tiveness of its foreign policy in order to obtain a respected place in the that transit and trade in this geographic environment will boom in the

international system. Finland’s economic and political resources do not nearest future, while existing infrastructure and technological levels

permit it to be equally active throughout the BSR, or even in a group of are far short of future requirements. This means that the region must

countries in the region, so it has chosen the one country to which it is prepare now to utilize the opportunities that the mutual economic in- |

closest, both geographically and in terms of culture. That country is terests of the region’s countries and the EU can afford. Much of the ND |

Estonia. Second, from the first days of Estonian independence, Finland is focused on the development of such sectors as energy resources, raw

has been economically and financially active in the country. More rap- materials, wood products, transit, the transportation infrastructure, en-

id EU membership for Estonia would mean that Finland’s investments vironmental development and nuclear safety.

in the country would go into Western circulation, and that in turn would A third consideration emanates from the EU’s existing experience

mean more rapid and greater profits. Third, Estonian membership in in developing promising regions in which there are entities of various

the EU would be seen as a direct result of Finnish activities, and this developmental levels — the Mediterranean region, to name a specific

would increase Finland’s prestige in the EU, as well as the number of example. That region was established by the EU in 1995 with a USD 5 |

its allies in the EU. billion budget over four years with the aim to promote free trade and to |
The new Finnish activism vis-a-vis the EU was affirmed once again reduce differences between the nations in the North of the region and

in December 1997, when at the Luxembourg Summit of the European those in the South. The project has been successful so far, and it has

Council Finnish government came up with the proposal of establishing caused the EU to develop a Southern Dimension that is powerful and

a “Northern Dimension” policy for the EU.% with a distinct identity. One of Finland’s hopes is to bring the same
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kind of favorable result to Northern Europe, and by attracting financ-
ing gain benefits also for Finland. By “Northern Europe” Finland un-
derstands not only the BSR, but also the Barents Sea Region and the
Arctic Council.

The fourth issue is the fairly tense security situation in Northern
Europe, where Russia continues to have a concentrated military and
nuclear weapons potential, the control over which is closely linked to
the chaotic political situation in that country. Increased cooperation
and greater investments in the region would serve to increase stability
and security, too.

Fifth, the ND is, on the one hand, an instrument with which to at-
tract EU attention to Northern Europe, thereby, changing the peripher-
al status of Finland. Helsinki could be given a regional leadership role
in the North. On the other hand, by turning this issue over for EU con-
sideration Finland has turned it into a broader, all-EU initiative.

Even though each Scandinavian country, which is a member of the
EU, has its specific approaches for increasing links between the Baltic
states and the EU. We must conclude that the cooperation, which be-
gan even before Finland and Sweden were admitted to the EU, and
before the Baltic states were invited to accession talks, created a favo-
rable environment for ascertaining that once the European integration
process began in earnest, there were more unifying elements than dif-
fering elements between the Baltic states and the Nordic countries. EU
enlargement will not only bring together in a single institution coun-
tries with similar values, but it will also enhance security and stability
in the BSR as a whole, because the reform process will be promoted in
the candidate countries, as well as in Russia through its special agree-
ment with the EU.

NATO enlargemer? and the reaction of the
Baltic and Nordic countries

The beginning of NATO enlargement does not play as significant a
role in relations between the Baltic and Nordic countries as does EU

|
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expansion. This is first and foremost because of the interests of the
Nordic countries themselves. Only one of the three Nordic countries
which are in NATO — Denmark — has consistently supported Baltic
membership in Transatlantic structures, while the others have limited
themselves to internal debates and about the future of the alliance about
the right of each country to define its security and defense policies
independently. Second, irrespective of a country’s membership in one
or another region, it was clear from the very beginning of NATO’s
enlargement strategy that the Baltic states would not be among the first
group of countries to be invited to join. Excessive focus on the Baltic
states in this process did not promise any political victories. Third,
Denmark chose a policy of “active internationalism”® vis-a-vis the
Baltic states despite a lack of objective conditions for the policy to
have any effect. This political choice was linked to the possibility that
Denmark might increase its influence in the BSR and obtain a new
identity within NATO.

If there is regular dialogue among the Nordic countries with respect
to EU enlargement, along with coordination of activities at the regional
and the EU level on the issue of NATO expansion and the future pros-
pects of the alliance, they have largely stood apart from one another.
Only Denmark and Norway are NATO members. This has to do with
the historical tradition of not discussing security issues under the frame-
work of Nordic cooperation, choosing to leave those in the hands of the
individual countries. In addition, Finland and Sweden still have not
made clear their attitude toward the alliance. All of the Nordic coun-
tries are unified in the idea that the Baltic states must be free to choose
their own relations with NATO. Because the Baltic states, since 1995
have consistently stated that their security policy is aimed at NATO
membership, the Baltic Sea neighbors of the three must take this into
account. For that reason it is important to study the reaction of the
Baltic-Nordic countries to this aspect of Baltic security policy — the
movement toward NATO.

As the turn of the century approaches, Denmark has become much
more active in its foreign policy, and this can be seen as a yearning to
reach and maintain a high international profile. The main way to achieve
this involves the neighboring countries of Estonia, Latvia and Lithua-
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nia, but it is equally true with respect to many different kinds of proc-
esses throughout the Baltic Sea Region. Another test of the high-pro-
file foreign policy came when Denmark, at the United Nations, criti-
cized China for human rights violations. This was a one-off event, how-
ever, and Denmark does not have the support of other countries, nor
the necessary resources to influence China. The Baltic states are a dif-
ferent case altogether, because they can serve as a systematic and on-
going field of operations in a favorable international environment — the
BSR. This means that any investment serves the EU and NATO en-
largement strategy.

Even though Denmark is the most active supporter of the Baltic
states in security and defense issues, it, like the other Nordic countries,
does not want to guarantee Baltic security. This is largely because of
the overall understanding of Europe’s future security structures. An
official document from the Danish Foreign Ministry states that ...
they will not be able to accept such a task. Security in Europe cannot be
regionalized, but the regional cooperation structures can make a useful
contribution to general stability.”® This is a far-sighted policy, because
Denmark has chosen not to offer a replacement for alliance-oriented
policies. Rather, it has offered to help the Baltic states to draw nearer to
NATO and to prepare for full membership in the alliance. Denmark has
actively participated in the development of various assistance programs
in this area. Denmark also offers regular assistance in purely practical
activities. For example, 100 Baltic soldiers were included in the Nor-
dic-Polish brigade which is participating in peacekeeping operations
in Bosnia. In 1998 alone there are plans to implement some 80 joint
projects in the field of military cooperation.

Norway, although it is not the most active supporter of the pro-
NATO policies of the Baltic states, has recently been more active in
assisting the Baltic countries to establish their security structures. In
May 1997 the Norwegian Foreign Minister Bjorn Tore Godal proposed
a new foreign policy initiative for stronger relations with the Baltic
states, under the auspices of which, with Norwegian and American
support, cooperation, especially in the field of security policy, could be
expanded considerably. One result of this initiative was that the issue
of coordinating assistance was on the table in September 1997, when a
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meeting of foreign ministers from the Baltic Sea countries met at Ber-
gen. The discussion focused on concrete cooperation projects in eco-
nomics, politics, security and environmental protection. This meeting
resulted in an initiative —Friends of the Baltics, which later turned into
more elaborate programme BALTSEA (Baltic Security Assistance).

Finland is one of the Scandinavian countries which must define its
own attitude toward NATO in the new post-Cold War world and the
possible role of the country therein. Until recently Finnish membership
in NATO was not seen as a security policy alternative. Even though in
a document that was signed on 29 May 1996 between Finland and
NATO stated that Finland is not planning to join the alliance. Finland is
especially interested of the effect of NATO enlargement on Northern
Europe and the BSR.%

In 1997 domestic debates about this issue intensified in Finland.
One reason why the possibility of Finnish membership in NATO was
put on the table precisely at this time was the preparation of a report on
European security policy developments and on preparation of a Finn-
ish defense concept. This report was turned over to the Finnish De-
fense Council and was not meant for public consumption. This created
suspicions about whether plans were afoot to make some kind of shift
in the country’s traditional security policies. Looking at ideas which
appeared in the press and in statements by Finnish politicians, one can
conclude that Finland will continue to rely on its own strengths in the
defense area, but it will participate in crisis aversion and peace strength-
ening operations and in the establishment of Europe’s future security
structures, including perhaps the Western European Union and NATO.
From Finland’s perspective, NATO membership is not an end unto it-
self. Cooperation with the alliance is much more important. Politicians
have sought out a number of metaphors for this issue — “the door is
being kept ajar”, “NATO is at the distance of one step by a rooster”,
“all that remains is to put the plug in the socket”, etc.”” NATO has
already become part of Finnish security policy, in other words, albeit
only at the level of discussions at this time. There is complete truth in
the statement that for Finland, NATO is an issue of political will, not of
readiness.

An important shift in the process is that the discussion now is being
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supported by the country’s political elite. Finnish Defense Minister An-
neli Taina, offering a positive assessment of the discussion on potential
Finnish membership in NATO, has admitted that the government is
keeping several political alternatives in mind, depending on the way in
which the security situation develops in Europe and the world. Discus-
sions about the role of the alliance in the future are vitally important to
Finland as it deals with security issues.”

Finland’s cooperation with the Baltic states in defense and security
issues has been concentrated on Estonia, which receives help in officer
training, defense planning, optimization of administrative structures at
the Defense Ministry, and in other areas. Latvia and Lithuania have
virtually no contacts of this type with Finland.

Sweden is the most cautious of the Scandinavian countries in defin-
ing its attitude toward NATO. Ideas held by the country’s political elite,
as well as its overall society, have been shaken up, however, by the
onset of NATO enlargement and by the fact that both NATO and the
EU have come into the BSR where Sweden wants to be the leader. In
discussions about Sweden’s foreign and security policies, faith in neu-
trality is still cited very frequently, but since 1996 there have been in-
creasing suggestions that Sweden might undertake a special role as a
guarantor of security in the BSR. Reaction to these ideas has been pos-
itive in the sense that Sweden has a positive international image. In
Sweden itself, however, the suggestions were rejected.

Sweden’s unwillingness to join the alliance is based on a number of
arguments: it is easier for Sweden to be active in BSR cooperation if it
remains outside NATO; by not being in the alliance allows Sweden to
have a more relaxed dialogue with Russia; the BSR is not a NATO
project, but the EU is, so it is better to concentrate in that one direction.

By 1997 discussions in Sweden about the country’s relations with
NATO had become more active. Along with the well-known position
of Carl Bildt that Sweden should reject neutrality and integrate in secu-
rity structures, other and less traditional views also came to the fore.
The newspaper Svenska Dagbladet, for example, published the view
that discussions about the theme are duplicitous because for the entire
post-war period Sweden has based its defense on the idea that the West
would quickly come to its aid. Neutrality, holds that view, is a lie.? The
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same issue of the newspaper also contained the results of a public sur-
vey which showed that 61 % of respondents would accept the idea that
Sweden’s military defense in the future would become part of the pan-
European armed forces. 33 % rejected the idea. 55 % of respondents
felt that Sweden should deepen its cooperation with NATO.™

In February 1997, in a debate about foreign policy, Swedish Foreign
Minister Lena Hjelm-Wallen introduced the new term “sustainable se-
curity”, but she did not specify what that term means. The debates re-
vealed the difference in the views held by Sweden’s two most impor-
tant political parties — the Social Democrats and the Moderates — with
respect to NATO. Unlike in previous debates, however, there was a
marked shift in the thinking of the governing party, which is beginning
to devote more frequent attention to the future of the alliance and to
Sweden’s relationship with it.”> The government’s foreign policy dec-
laration says that Sweden is developing cooperation with NATO in all
sectors except those which involve territorial defense or mutual de-
fense links. In 1998 Sweden updated its defense guidelines, and these
are based on an evaluation of the new international system. Inevitably,
Sweden will have to define its attitude toward NATO and its enlarge-
ment. The Moderates have released a party announcement, “Security
in a time of openness”, which stresses that Swedish participation in
NATO is a natural thing and a logical continuation of Sweden’s tradi-
tional efforts to strengthen security. The Moderates say that Sweden
must cooperate with the Nordic countries in the military as well as in
other sectors, because cooperation between the air forces of Norway
and Sweden in the North, and with the Danish air force in the South
and the West would be only “natural”.”

In the current situation, it must be decided how the ongoing enlarge-
ment of NATO will influence Sweden and Finland. There are at least
four parallel processes which both of the countries must take into ac-
count. First, NATO now includes Poland, but not the Baltic states. As
compensation, the Baltic states are already being offered, and will con-
tinue to be offered, expanded cooperation with NATO. Sweden and
Finland have been invited to participate in this process. Second, the
Partnership for Peace program is being expanded and deepened with
respect to countries which are not in NATO. Given that the Baltic states,
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Sweden and Finland are among the more active PFP participants, these
processes will bring the Baltic and the non-NATO Scandinavian coun-
tries closer together in military cooperation. Danish Defense Minister
Hans Haekkerup has spoken of a “decentralized PFP-plus”. Third,
Sweden is one of the most active participants in international peace-
keeping operations. Through the “Europeanization” of the Combined
Joint Task Force and NATO, Sweden will be drawn closer to NATO, as
will other non-NATO countries. And fourth, by remaining outside the
alliance, the Baltic states, along with Sweden and Finland, become an
area of strategic interest for the alliance, a region whose security can
be facilitated through the fostering of regional security cooperation.”
If we look at the attitude of BSR countries toward NATO and the
future of security developments in the region (not including in this con-
sideration Russia, which is alone in seeking to reject the idea of NATO
enlargement), we can specify three possible scenarios for these devel-
opments: (a) a soft-security or security regime is established within the
BSR; (b) Sweden and Finland join NATO and expand their influence
in the Baltic states as member countries of the alliance; (c¢) Finland
alone joins the alliance, while Sweden decides to maintain its neutral-
ity and thus is linked to the Baltic states because of the logic of imple-
menting its security policy. Which of these scenarios will come to pass
is dependent on several considerations — the success of the first wave
of NATO enlargement, not only from the perspective of accumulating
new members, but also on the basis of the alliance’s self-identification
in the new situation; on Russia’s future attitude toward the enlarge-
ment of the alliance; and on domestic processes which will be reflected
in the foreign and security policies of the various countries which are
involved. In any event, the regional security links which have already
been stabilized in the military sector, both at the bilateral and at the
multilateral level, as well as the cooperation programs which have been
offered by NATO - all of these will help to promote the integration of
the Baltic states into European security structures, including NATO.
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Conclusions

Over the last several years, there have been qualitative changes in the
relationship between the Baltic and the Nordic countries. No longer a
simple question of reciprocal activity, the relationship has grown into
highly varied cooperation, and the volume of this cooperation contin-
ues to expand. These fundamental and progressive changes are linked
first and foremost to increasing cooperation within the BSR, both at
the bilateral and at the multilateral level. If five years ago the heteroge-
neity and varying security interests of the countries in the BSR served
as a reason for limited cooperation, then now this heterogeneity is a
unifying factor which helps countries, via the various scenarios of en-
largement, to specify their role in the future security structure of Eu-
rope. This helps to explain why countries as different as the United
States, Belarus and Ukraine all want to participate in BSR projects.
Secondly, the enlargement of the European Union is the single most
powerful factor in promoting cooperation between the Baltic states and
Scandinavia. This is partly because the Nordic countries are interested
in strengthening the EU’s Northern Dimension and, with the help of
the Baltic states, to eliminate the view that they are small countries
with limited resources of power. It is also true, however, that as one of
the main trends in contemporary international processes, regional co-
operation offers great opportunities for countries to become involved
in these processes, identifying their specific place in the international
system and adapting to the dynamic changes which are taking place.
This process has been described vividly by Monika Wohlfeld, who has
written that “one of the most important conclusions from the debate on
enlargement is that evolution of the European security environment
requires that all the countries involved contribute to international sta-
bility as much as they benefit from the explicit or implicit projection of
security from the existing institutions. Accession thus implies security
benefits but also greater obligations, particularly with respect to new
members’ neighbors. When institutional reform and enlargement oc-
cur, they will not in themselves provide a solution to all post-Cold War
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security concerns. They must be supplemented by specific arrange-
ments on several levels; in particular, sub-regional cooperation will
play an increasingly important role. Interlocking sub-regional group-
ings which include EU and NATO countries, prospective members and
other states will have an important contribution to make to regional
stability and cooperation, by cutting across potential new dividing
lines.””®

Third, institutionalization of cooperation among the BSR countries
is in and of itself a progressive factor which promotes and coordinates
reciprocal activity. At the present time, however, we are seeing an ex-
plosion in the number of institutional forms, but there is a lack of re-
sources to carry out all of the intended projects. The most important
near-term question concerns how to utilize existing resources. Frequent-
ly misperceptions occur when institutions and processes are given non-
existing functions and identities. The phenomenon of rising expecta-
tions can then be found in societies and among politicians, and if the
cherished hopes are not reached, the process, as well as its necessity or
effectiveness come into question. Olav Knudsen has written that “Nor-
dic cooperation is sometimes presented as if it were an irresistible on-
slaught of the forces of harmony. But the everyday experience of coop-
eration is also to deal with disagreements and to seek to reconcile con-
flicting interests. Therefore, the task of constructing regional coopera-
tion is as concerned with the handling of conflict as with the harness-
ing of harmony.””

Fourth, the EU serves as a unifying factor complete with financing,
including the BSR initiative. Still, as the EU increases its presence in
the region, more concrete and practical mechanisms for involvement
will be needed. Even though the EU has elaborated documents and
initiatives with respect to the BSR, the region is not yet a permanent
part of the EU’s ever-developing policies, which tend to be aimed at
the reaching of specific goals. Rather the involvement is at this time a
reaction to the integration processes which are taking place in the re-
gion, as well as an expression of political will — a reminder that the EU
was among the founders of the Council of Baltic Sea States. One can
only agree with Olav Knudsen, who has been quite critical of the EU’s
involvement in the region: “...despite the documentary exercise and
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the considerable assistance programs offered, the EU has not formulat-
ed a satisfactory overarching policy on the BSR as such, whether in
security terms of otherwise.”*

Fifth, Russia’s presence in the Baltic Sea Region has increased and
become more concrete and rational. In the near future, Russia’s role in
the region will increase. This is because both the EU and the BSR want
to integrate Russia into European processes. The EU-Russian partner-
ship and cooperation agreement defines the interests of both sides in
developing a variety of forms of cooperation. This means that from the
perspective of the EU, the cooperation might be implemented both
through the agreement and through the BSR initiative. It is for that
reason that there must be coordination and consistent implementation
of the Russia policies of the BSR and the EU.

Sixth, the onset of the NATO enlargement process has not had as
great an integrating role in the region as has the expansion of the EU,
and that is because the countries of the BSR have differing views on
security policy choices: Sweden is sticking to modified neutrality, Fin-
land is relying on self-help, Denmark, Iceland, Norway and Germany
are all in the alliance, with Poland joining in 1999. The Baltic states are
oriented toward the alliance, opposed by Russia. Still, the regionaliza-
tion trends which increase the level of mutual dependency also serve to
increase the interest of participating countries to cooperate in the reso-
lution of “soft” security problems in the region. This is already being
done at the level of bilateral and multilateral relations.

And seventh, the collective understanding of the advantages and
opportunities which the Baltic Sea Region provides will lead to inten-
sified and more divergent forms of cooperation which will be both deep-
er and broader. This is dictated by the logic of international processes
which says that in our day, only those political actors who are effective
collectively will survive. A maximum of cooperation, in other words,
is the best security guarantee.

The dominating developmental trends which will affect the rela-
tionship between the Baltic states and the Nordic countries in the fu-
ture are clearly seen, but the concrete manifestation of these processes
will be dependent on a series of factors: NATO’s role in the security
structure of 21st-century Europe; the success of NATO enlargement;
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EU involvement in the region; and the process of democratization in
Russia and that country’s interest in participating in the BSR on equal
terms.
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Baltic — Russian
Relations 1998-99

Aivars Stranga

An analysis of Baltic-Russian relations must begin with an unequivo-
cal statement that fully proper and successful relations are simply not
possible at the moment. The main reason for this is the fact that the two
sides cannot agree on what “good” relations really are. Russia feels
that a proper relationship would involve Baltic states that are oriented
toward Moscow, are neutral, and abandon efforts to join at least NATO,
if not the European Union as well. Russia wants to manipulate the Bal-
tic countries like true satellites. The Baltic states, for their part, would
view a good relationship as one in which Russia recognizes the right of
the three countries to choose their own foreign and security policies
freely, refrains from interfering in their internal affairs (especially with
respect to Latvia and Estonia), and stop looking at the three states as
“post-Soviet” territory.!

It cannot be expected that these two viewpoints will be reconciled in
the near term, and many perceive Latvia — rightly or wrongly — as the
weakest link in Baltic policy with respect to Russia. Latvia has the
greatest number of ethnic Russians and “Russian-speaking” non-citi-
zens and Russia has a particularly large interest in Latvia because of
the transit services that the country provides.

This analysis examines the outstanding issues in Baltic-Russian re-
lations focusing, however, mainly on Latvia because of the crisis Latvia
experienced with Russia in 1998.
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The crisis in Latvia’s rglaamship with Russia:
from January to early March 1998

At the beginning of 1998, Russia’s dislike of Latvia began to reach a
new level. There were many reasons for this. For one thing, this was
the first time that the interests of the various Russian “actors” with an
interest in Latvia coincided. They were all irritated with Latvia. Rus-
sia’s political institutions — especially Yevgenij Primakov’s Foreign
Ministry and the leftist Russian Duma — became increasingly impa-
tient with Latvia for strategic, political and ideological reasons. First of
all the issue was Latvia’s distinctly pro-Western orientation when it
came to security policy (even though Latvia’s positions were often far
more rhetorical than practical; despite the country’s much vaunted de-
sire to join NATO, for example, it remained the one country with the
lowest military budget in Europe). This became particularly evident
after Latvia spurned proposed Russian security guarantees in the fall of
1997, choosing instead to sign the Partnership Charter with the United
States (along with Lithuania and Estonia) on January 16, 1998. Rus-
sia’s weakness has made it increasingly touchy not only about the con-
tent of Baltic security policies, but also about the form in which the
Baltic states implement their policies vis-a-vis Moscow (or, sometimes,
just the way in which those policies are formulated or expressed);
Moscow felt humiliated when Riga rejected the proposed Russian se-
curity guarantees out of hand. Much attention was devoted to a fairly
careless remark by Latvian President Guntis Ulmanis to the effect that
the guarantee offer was “just a piece of paper”. Russia was also very
displeased with the high praise that Latvia’s president and foreign min-
ister gave to the US-Baltic Partnership Charter, especially in the sense
that the charter was described as a step toward Baltic membership in
NATO. Even members of Russia’s academic circles (true, most often
those who were closely connected to Russia’s governing elite) said that
the signing of the charter was another sign that Russia’s security inter-
ests were being ignored.? The Russian language press in Riga was open-
ly sarcastic about the satisfaction that Latvian officials demonstrated
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with respect to the charter.’

A new element in Russia’s dissatisfaction with Latvia appeared in
early February, when the situation between the United States and Iraq
heated up once again. Latvia demonstratively supported Washington’s
readiness to strike against Iraq militarily, and went so far as to offer
symbolic assistance to the process. Russia felt that Latvia’s pro-Amer-
ican stance had become nothing short of an open challenge.*

Another increasingly bothersome thorn in Russia’s side was that the
Latvian government was headed by Prime Minister Guntars Krasts, a
representative of the nationalistic Fatherland and Freedom Party. The
entire government, but particularly the prime minister’s party, stood
firm in the refusal to make any changes to Latvia’s citizenship law. In
mid-January, Boris Yeltsin’s press secretary, Sergei Yastrzhembsky,
announced that Latvia was still having problems with its Russian-speak-
ers.’ During a meeting of the Council of Baltic Sea States in Riga on
January 21 and 22, the Russian prime minister, Viktor Chernomyrdin,
demonstratively avoided a meeting with the Latvian prime minister (a
Russian journalist in Riga correctly noted that Chernomyrdin’s refusal
to meet with Krasts was Russia’s first step in demonstrating that Mos-
cow was dissatisfied with the Fatherland and Freedom party’s having
become, in the Kremlin’s eyes, too unmanageable).

A new wave of Russian irritability was unleashed in February by
proposed amendments to Latvia’s labor code that were sponsored by
the Fatherland and Freedom party and by two deputies from the Latvia’s
Way party. The changes provided for language inspections in private
business. The Russian press described this as “linguistic terrorism”.’

The Russian embassy in Riga did a lot of work to encourage think-
ing in Moscow to the effect that the Latvian government was doing
everything possible to poison the well in its relations with Russia and
that Riga was openly challenging Moscow at every step. A series of
events in February were interpreted as having been openly unfavorable
to Russia. On February 23, Red Army Day, the Russian ambassador to
Latvia, Aleksander Udaltsov, decided to place flowers at the Soviet
“liberation monument” in Riga. It had suffered in an explosion in the
summer of 1997 that was organized by the illegal terrorist organization
Perkonkrusts. The damage from the explosion had not yet been fully
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repaired, and the Latvian Foreign Ministry recommended to Udaltsov
that he place the flowers at another monument instead. The ambassa-
dor took this to be a humiliation. Around the same time, employees
from the Russian military attache’s office in Riga were conducting an
illegal exhumation of 13 Red Army soldiers who had been buried in
previously unknown graves in the Saldus District (the soldiers had died
in late 1944). Without the authorization of Latvian officials, the graves
were dug open, and only then did the Russian embassy ask for permis-
sion to rebury the soldiers in Riga. Permission was denied, although
the Foreign Ministry managed to remain very calm in the face of this
act of arbitrarily digging up graves on Latvian land. The ministry rec-
ommended that the soldiers be reburied at the Saldus cemetery, and the
Russian embassy employees unwillingly went along with the plan. The
Foreign Ministry’s steps were more than reasonable, but the Russian
embassy chose to interpret them as another slap in the face of Russia.
Ambassador Udaltsov went so far as to say that Latvia was engaging in
anti-Russian policies.®

At the beginning of 1998, Russia’s oil and gas oligarchs were also
becoming increasingly discontented with Latvia. The Russian econo-
my sank to new depths of crisis at the beginning of the year thanks to
the collapse of oil prices on the global market, to Russia’s growing
inability to collect taxes in the country, and to a dramatic increase in
Russia’s domestic and foreign debt. Russia’s national budget in 1998
was predicated on the assumption that the country would earn USD 18-
20 per barrel of oil, while the price actually fell as low as USD 8 per
barrel. Russia ended up in a true emergency situation. If in 1990 heat-
ing fuel and other energy resources had represented 55 % of Russian
exports, at the beginning of 1998 the figure had risen to a full 83 %.
The industrial sector from which the heating fuel and other energy re-
sources came, moreover, was itself in a state of extreme crisis, as was
noted by Sergei Kiriyenko, who wrote that this represented a “national
security problem.” It was precisely during this period that Russia’s oil
and gas magnates suffered a setback in the privatization of Latvia’s oil
transit and gas companies. The desire of Lukoil, as well as the compa-
nies of oligarch Boris Berezovsky, to participate in the privatization of
Latvia’s Ventspils Nafta was not greeted with a response that was satis-
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factory to the Russian oligarchs. Gazprom, for its part, was unhappy
with having been allowed to privatize only 16.2 % of the shares of the
Latvian gas company Latvijas Gaze. Oil was poured onto the fire by
the decision of Ventspils Tranzita Serviss (a monopoly enterprise that
controls transit operations in Latvia) to increase tariffs by 10-20 %,
thus wrecking the balance of economic interests that had existed be-
tween the two sides previously.' In March 1998, accordingly, the press
outlets that were controlled by the Russian oligarchs were all mobi-
lized to launch a vocal campaign of denunciation against Latvia."" A
well-informed Russian journalist in Riga, N. Kabanov, noted that busi-
nessmen in Latvia who were linked to Russian oil transit and gas mo-
nopolies “have undertaken close contacts with the most aggressive seg-
ment of the ‘new Russian’ capital”.!> The newly aggressive tone had
an effect on the rise and the development of the March-April crisis in
Latvian-Russian relations.

The position of Latvian gc_n_/ernmen-t_ institu-
tions vis-a-vis Russia at the beginning of 1998

The reaction of a number of Latvian state institutions with respect to
the increasingly evident displeasure that Russia was demonstrating to-
ward Latvia was less than. adequate. President Ulmanis, who quite re-
cently had rejected Russia’s proposed security guarantees as a “piece
of paper” shifted gears very suddenly at the beginning of 1998, an-
nouncing that there were no disputes whatsoever between Latvia and
Russia. The president went so far as to begin praising individual ele-
ments of the Russian security guarantees, adding that he would very
much like to visit Moscow and meet Boris Yeltsin. Ulmanis could not
answer a question that was of no interest to him, but that was always of
keen interest to Russia — what could Yeltsin expect from such a visit?
What concessions would Latvia be ready to provide? Even though
Russia had consistently been negative in its attitude toward Latvia’s
desire to join NATO, the Latvian president’s statements after the sign-
ing of the US-Baltic Partnership Charter focused specifically on the
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charter’s role in helping Latvia to prepare for eventual membership in
the alliance. These comments were overly optimistic. At the same time,
at the end of 1997 and the beginning of 1998 Ulmanis had stopped point-
ing the public’s attention to Latvia’s citizenship law, which was all but
inoperable but which could not be changed because of an agreement
among the government’s coalition parties that dated back to August 1997.

Since mid-1997 it had been more than clear that the “windows” ap-
proach to naturalization (meaning a system that provided that natural-
ization would be made available gradually and to different age groups
in turn) was not working. Naturalization was theoretically available to
148,000 non-citizens, but the opportunity had been taken up by only
7,000 people. Appeals to amend the system were blocked by the gov-
ernment coalition’s agreement (forced on the others by Fatherland and
Freedom) that the citizenship law would not be amended during the
extant session of Parliament. Even those parties that favored amend-
ment of the citizenship law were not eager to push the issue, given that
a collapse of the governing coalition might well have meant unexpect-
edly early elections. The problem was discussed internally, though, and
on March 3 (the pensioners meeting had not yet made its splash) the
parliamentary factions agreed that proposed amendments to the citi-
zenship law could at least be written. Prime Minister Krasts (of the
Fatherland and Freedom party) said that a program of integration in
society should be prepared, beginning the work at the end of March.
Despite all this, it must be said that although problems with the citizen-
ship law and with the integration of society were recognized, sufficient
attention was not devoted to them, and the government did not evalu-
ate the crisis potential of this issue properly.

The actions of Latvia’s highest-ranking officials after the Council of
Baltic Sea States meeting in January 1998 in Riga were in some in-
stances less than serious. During the meeting, as was noted previously,
Russian Prime Minister Chernomyrdin demonstratively refused to meet
Latvian Prime Minister Krasts, but after the meeting both Krasts and
Ulmanis insisted that a de facto meeting had, in fact, taken place, and
that Krasts had even been invited to visit Moscow. On February 5 the
Russian government finally announced officially that no such invita-
tion had been extended. The Russian language press in Riga wrote ex-
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tensively about the Ulmanis and Krasts announcements under head-
lines containing the phrase “theater of the absurd”."?

Another awkward moment came during the council meeting itself,
when Krasts suddenly announced that Latvia should reorient its energy
interests toward gas supplies from Norway in place of the traditional
supplies of natural gas from Russia. The announcement was without
any evident economic justification, and it was expressed in the pres-
ence of Gazprom’s chief lobbyist — Chernomyrdin. Russia perceived
this as yet another slap in its face.

At the beginning of February, a senior functionary in Krasts’ Fa-
therland and Freedom party, Palmira Lace, went on television to an-
nounce that all of those former Soviet citizens who arrived in Latvia
after the military occupation of 1945 would have to leave Latvia by the
year 2002. The prime minister’s party did nothing to distance itself
from this scandalous claim.'* This series of less than adequate evalua-
tions of the situation was concluded by Foreign Minister Valdis Birkavs,
who said in an interview with the newspaper SM that Latvia’s foreign
policy had been nothing but a string of one success after another. Birkavs
announced that there was positive movement in Latvia’s relationship
with Russia, going so far as to say that there had been a “spurt” in the
relationship that could lead at long last to the signing of a border agree-
ment between Latvia and Russia, as well as to the long-awaited visit by
President Ulmanis to Moscow.'® Birkavs also seriously exaggerated
the ability of the US-Baltic Charter to promote improvements in the
relationship with Russia. Birkavs’ pronouncements were a textbook
example of the way in which his party, Latvia’s Way, often tends to
attribute much greater accomplishments to Latvian foreign policy than
is at all warranted. This is often done for domestic political reasons,
but it serves to ignore a wide variety of risks, difficulties and problems.

Also inadequate at the beginning of 1998 were the activities of
Latvia’s very influential economic circles, which wield an enormous
impact on political processes. The activities of Ventspils Nafta were
aimed purely at earning greater profits, and broader political conse-
quences were simply ignored. The owners of Ventspils Nafta based
their position vis-2-vis Russia on the strict conviction that there is no
alternative to Ventspils when it comes to transit ports, that Russia would
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not be able to build its own ports on the Gulf of Finland, that Russia
would even go so far as to install another pipeline to Ventspils (from
Polotsk), and that Russian foreign policy is fully dictated by the oil and
gas monopolies that are not interested in any conflicts with Latvia. On
the basis of these considerations, the owners of Ventspils Nafta not
only barred Russians from participating in the privatization of Vent-
spils Nafta, but they also did something that was clearly unprofession-
al: at a time when the world price for oil was plummeting, Ventspils
Nafta increased its tariff for the transportation of one ton of oil to USD
5.5, and at one point event to USD 5.7. Only when the crisis with Rus-
sia was in full bloom were the tariffs reduced back to USD 5.0. In
August Lukoil was invited to participate in the privatization of Vent-
spils Nafta, but at that point the managers of Lukoil, facing the crisis in
oil prices, were less than responsive, making it clear that Ventspils Nafta
would have to wait.

Ventspils Nafta always has been, and continues to be, far stronger
than just an economic entity. At the beginning of 1998 it also wielded
enormous political significance. Ventspils Nafta was one of two major
donors to two Latvian political parties — Latvia’s Way and the Latvian
Farmers Union. It had also given support to the Fatherland and Free-
dom party. All of the parties, especially the latter, continued to believe
until the beginning of 1998 that Latvia could count on increased Rus-
sian transit without giving Russia any concessions and without agree-
ing to change Latvia’s citizenship law. The crisis served to prove that a
wise country avoids any excessive hopes.

The beginning of a criéis in Latvian-Russi_an
relations

As its excuse for fomenting a crisis, Russia chose an incident on March
3, 1998, when the police in Riga were forced to use force in order to
clear the street in front of the Riga City Council after it had been blocked
by participants at an unauthorized demonstration. The meeting was
organized by the pro-Russian “Equality” organization in Latvia, and it
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was officially devoted to the fact that the cost of utility services in the
city was on the rise. Nobody was hurt in the conflict with the police.

The initial reaction of Russia’s official institutions and mass media
outlets on March 3 and 4 was moderate, but on March 4, according to
Russian authors, the office of the Russian president, headed by Viktor
Yumashev, held a meeting to talk about the possibility of launching a
campaign against Latvia. On the same day, television stations owned
by oligarchs Boris Berezovsky and Vladimir Gusinsky began a very
aggressive anti-Latvian campaign. Newspapers were slow, generally
speaking, to become involved in the process. All spring, during the
most significant period of the crisis, only Nezavisimaya Gazeta, which
at one time earlier had tried to be more or less objective and pro-liberal
in its attitudes, was openly hostile against Latvia. This may in part be
because the newspaper had recently been bought by Berezovsky. The
newspaper Izvestiya was more or less objective in writing about the
incident. The Russian Foreign Ministry became involved in the proc-
ess a bit later — on March 5 — but the incident in Riga provided Foreign
Minister Primakov with a long-awaited opportunity to affirm his con-
sistent and unchanging view of Latvia as an area in which Russia has
special interests and special rights. On March 14, speaking at a meet-
ing of the Foreign and Defense Council that is headed by Sergei Kara-
ganov, the minister said that Russia’s main goal must be to discredit
and isolate Latvia on the international scene.!® The campaign against
Latvia also neatly dovetailed with Primakov’s so-called “concept” that
increased American influence in the Baltic states must be combated.
The minister’s imperialist ambitions were couched in proto-academic
language, with Primakov offering praise of imperial Russia’s 19th cen-
tury foreign minister Gorchakov. For its part, one Russian press outlet
wrote that there was a need to “overcome the illusions of the Kozyrev
era.” The most hostile position against Latvia was demonstrated by the
populist mayor of Moscow, Jurij Luzhkov. He went so far as to com-
pare Latvia to Pol Pot’s Cambodia. Luzhkov’s statements were clearly
linked to his ambitions in the future presidential election in Russia. Not
far behind Luzhkov was the leader of the Russian Communist Party,
Gennady Zyuganov, who said that things like this did not even happen
in apartheid-era South Africa.
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Political contacts with Latvia were suspended, and unofficial eco-
nomic sanctions were put into place. The Russian-Latvian relationship
sunk to its lowest level since 1991. A well-informed Russian analyst,
A. Pushkov, has stressed that Russia’s position was largely based on
emotions. Moscow was pouring out its long-simmering dislike against
Latvia which, in the Kremlin’s eyes, had ignored Russia’s demands
and had spitefully chosen its own route. Russia — weak and overcome
by crisis — chose little Latvia to prove that It was still a major power
that could dictate terms in international relations.'” The crisis with Latvia
was nothing more than a manifestation of Russia’s inferiority complex.
It must also be noted that the anti-Latvian campaign coincided with a
time when Russia was entering a new period of political and social
instability and when “defense” of Russian-speakers outside of Russia
was a handy way of deflecting attention from growing domestic ten-
sions in Russia itself. It was precisely while the Russian government
was waging its anti-Latvian campaign that Russian police brutally broke
up an authorized student protest meeting in Yekaterinburg on April 14.
Fourteen students required medical assistance.'® Russian analysts em-
phasized that in the run-up to parliamentary elections in 1999 and a
presidential election in 2000, Russian politicians would try to burnish
their popularity by proclaiming a need to “defend our nationals”. If this
slogan were to obtain even a semblance of seriousness, there had to be
practical pressure against Latvia.'

'_I'h; regxlts of the cris_is: What did Russia
accomplish?

At no point during the crisis did Russia have a unified, single or logical
idea about what it was hoping to achieve vis-a-vis Latvia. Various po-
litical and economic forces may have had different opinions on that
subject, but the only thing on which they were more or less unanimous
was the desire to “punish” Latvia for its pro-Western course, its refusal
to satisfy the interests of the Russian oligarchs to a sufficient degree,
and its intransigence on the issue of Russian-speakers in the country.
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Latvia must be “strangled”, said a representative of Vladimir Zhiri-
novsky’s party in the Russian Duma, Mikhail Vakulenko, and in these
words he expressed the prevailing mood in Russia.”” The short-term
goal was to engender the fall of the Krasts government, and although
the Russian Foreign Ministry never said this publicly, Luzhkov, the
mayor of Moscow, did. The ascendance to power of “pragmatic politi-
cians” in Latvia, he said, was an absolute pre-requisite for any normal-
ization in relations.?' Even the leader of the moderate “Our Home Rus-
sia” in Parliament, Aleksander Shokhin, said in August, when the sharp-
est period of the crisis had passed, that relations with Russia could
begin to thaw if Latvia allowed representatives of the small, pro-Rus-
sian People’s Harmony Party to join the government.”> These pro-
nouncements marked a clear attempt by Russia to interfere in Latvia’s
internal affairs without, however, achieving any practical results.

In April 1998 the Saimnieks party launched an abortive bid to force
the collapse of the Krasts government. Saimnieks, which represents
the interests of economic circles that are oriented toward Russia, did
succeed in engendering a government crisis. The main sponsors of the
party — entities which represent the interests in Latvia of Gazprom —
got 70 leaders of companies whose leading export market is Russia to
sign a statement calling for more Russian-oriented policies.” But the
Krasts government did not fall. On the contrary, the party of the prime
minister (Fatherland and Freedom/LNNK) began to gain popularity
among voters, eventually becoming one of the most popular parties in
the country.®

Although Russia also implemented de facto economic sanctions
against Latvia (these were never announced officially, but implement-
ed via private communications among Primakov, Luzhkov, the oligarchs
and regional leaders; as an analyst for the BNS news service, George
Shabad, has noted, Primakov used all of his old and new contacts to
place sanctions against Latvia, operating more in the manner of the
KGB than in the spirit of public policy)®, the effect of the sanctions
had not, in the fall of 1998, led to the economic and political results
that Russia had hoped for. Even though economic pressure against
Latvia was the most coordinated and better organized activity ever
launched by Russia in the context of its Baltic policies, it ended up
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showing that Russia, engulfed in a financial and economic crisis, sim-
ply cannot afford to wield its most effective weapon — a radical reduc-
tion in oil exports through Latvia. Threats that exports would be re-
duced by as much as one-third® were never carried out. Russia’s great-
est achievement, perhaps, was that elsewhere in the world, including in
organizations toward which Latvia is moving (the EU and NATO), con-
cern over the Russian-Latvian relationship, as well as about the situa-
tion of Russian-speakers in Latvia, was preserved, if not increased.
Even though Latvia’s parliament amended the country’s citizenship law,
this was done only under the influence of the European Union, the
United States and the crisis in relations with Russia. This encouraged
the view that Latvia is unable to take decisions independently that are
in its own interest.

Russia’s approach to European security issues means that Latvia
can count on permanent opposition in Moscow to increased contacts
between Latvia and NATO, as well as between Latvia and the United
States. Even though NATO’s 1999 summit did not lead to inviting any
of the Baltic states to join the alliance, Russia will maintain its nega-
tive opinion of Latvian efforts to draw closer to NATO and the USA.

The Russian reaction to the Washington declaration, where the Bal-
tic states were specifically named as aspiring member states, was more
subdued than expected by the Balts. This, however, was due to Russia’s
preoccupation with the war in Kosovo and also to the understanding that
an invitation to the Baltics to join NATO could not be expected soon.

Russian-American relations will have an effect on Latvian-Russian
relations, too. Even though Russia is becoming more and more de-
pendent on international financial aid on a daily basis, and even though
the awarding of such aid depends largely on the United States, Mos-
cow continues to promote the idea that it should have a superpower
foreign policy and even that it should compete with the United States,
at least in the territory of the former USSR. The truth is that Russia’s
resources and abilities have shrunk dramatically. The Russian analyst
Pavel Baev has been precise in describing this “a new inferiority com-
plex”¥, and we might add that this is fertile ground for a new burst of
aggressiveness vis-a-vis Latvia.

The Latvian-Russian relationship will also be unpredictable to the
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extent that Russia cannot countenance the desire of the Baltic states to
implement independent and pro-Western policies. But Russia’s ability
to engender new periods of tense relations will depend in part on do-
mestic developments in Latvia. Latvia’s ability to reduce Russian pres-
sure, in turn, will depend on several conditions. First of all, there is the
issue of the extent to which Latvia is able to an even greater extent to
reorient its economy toward contacts with the European Union and
other countries in Europe and the rest of the world. This doesn’t mean
an elimination of contacts with Russia, but Latvia must have a very
clear understanding of the risks that such contacts entail. In this re-
spect, the August crisis in Russia and the dramatic impact that it had on
some sectors of Latvian industry, served as a valuable lesson for those
in the Latvian business community who believed that an orientation
toward the Russian market was the only real possibility for the Latvian
economy to survive. Latvia must refrain from basing its economy so
heavily on the transit sector. If Latvia manages to modernize its econ-
omy more rapidly and to orient itself even more toward the Western
market, Russia’s abilities to engage in economic blackmail will recede,
although they will not disappear entirely, given the large share of the
Latvian economy that is represented by the transit sector.

Factors that may lead if not to new crises, then at least to ongoing
shortcomings in the Latvian-Russian relationship, further conflicts and
misunderstandings, include the following:

A) The current cycle of political developments in Russia. Russia is
entering a period of parliamentary and presidential election cam-
paigns, and nationalistic populism is on the rise. Defense of the so-
called Russian-speakers is a popular slogan for the Russian Com-
munist Party, as well as for Luzhkov’s “Fatherland” movement. In
launching his presidential bid at the beginning of January 1999,
Luzhkov announced that a “wave of nationalist hysteria” was still
evident in Latvia, and Nazi criminals [sic.] were being glorified
there.?® Russia’s Communist Party, for its part, is increasingly be-
coming chauvinistic and anti-Semitic, and the party has absolutely
no de facto interest whatsoever about the fate of its “countrymen”
in the Baltic states. The 1999 national budget doesn’t provide any




136 Aivars Stranga

money for the support of these people.? At the same time, however,
we can expect that “oppression of countrymen” will continue to be
one of the motives of the Communist Party and other political forc-
es during the election campaign season. Sooner or later the Russian
Foreign Ministry, too, will start coming up with new demands. At
the beginning of December 1998, speaking in Stockholm, Foreign
Minister Ivanov announced that Latvia and Estonia must do more
in guaranteeing the rights of Russian-speakers.®

B) The crisis in Russia’s economy, especially in terms of oil prod-
ucts. The situation in the field of extracting and processing oil prod-
ucts is presently quite bad and the very unstable level of oil prices
in the world guarantees that Russia’s oil monopolists sooner or later
are going to call once again for a lowering of tariffs for oil transit.
At the end of 1998, Ventspils Nafta, however, was saying that it
would not lower the tariffs to below USD 5 per ton.*! The fact is that
Latvia can count on continuing Russian blackmail attempts and pres-
sure as Moscow seeks to place all oil transit routes through Latvia
under its firm control. A new method for Russia to put pressure on
Latvia, incidentally, could appear in 2000 when oil exports will be-
come possible through the port at Butinge, Lithuania.

Latvia’s ability to withstand Russian pressure will also depend on the
extent to which Latvia is ready to establish a more or less stable polit-
ical system — one which can carry out moderate and pragmatic policies
vis-a-vis the so-called Russian-speakers in the country, promoting their
integration into Latvian society. The petition campaign to force a refer-
endum on Latvia’s citizenship law that took place in the summer of
1998 proved that there is still considerable support in Latvia for poli-
cies that would hamper the integration of Russian-speakers.. Latvia’s
abilities will also depend on support from the United States and the
EU. In the summer of 1998 both the US and the EU spoke up in Latvia’s
favor very energetically, denouncing Russia’s campaign of blackmail
and threats. The volume of this support, however, will depend on do-
mestic political developments in Latvia and on Latvia’s abilities to make
support for it easier, not more difficult.
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Discussions in the Russian Duma continued all the way up to Sep-
tember 1998 about the necessity to make an official request to the gove
ernment that economic contacts with Latvia be narrowed, but In the
end, no decision was taken. This to a large extent affirmed something
that the chairman of the Duma’s Foreign Affairs Commission, " Yab-
loko” deputy Vladimir Lukin had said in April: “We talk too much
about sanctions, but we do little.”*? In the fall of 1998 it was clear that
Ventspils remained the second largest port for Russian oil exports, han-
dling more than 13 % of the total export volume. During the economic
crisis, when oil exports are providing Russia with virtually its only
source of hard currency, Russia has been exporting as much oil as pos-
sible. In November 1998 Ventspils saw a record volume — more than
1.4 million tons in just that month alone. Russia conducted various
types of harassment against Latvia — implementing special checks on
the border, hampering the delivery of Latvian goods, etc. — but it did
not go so far as to repeal the MFN principle in its dealings with Latvia
(although it must be said that the MFN principle, albeit observed in
practice, has never been officially accepted in Russia). A few generally
accepted norms were violated — for example, Russia repealed discounts
on rail transportation to Latvian ports, as the result of which total trans-
port volumes at the end of 1998 were 8 % lower than in 1997 and
continued to fall in 1999. What so-called sanctions there were, howev-
er, began to disappear toward the end of 1998, and this showed that
Russia, in its current condition, is simply unable to maintain any coor-
dinated institutional pressure against a neighboring country. (The only
thing that remained from the sanctions was the tariff policies that Rus-
sia had implemented with respect to transportation — a system that pro-
vides for no discounts on transportation to Latvia’s ports, making the
Latvian transit corridor more expensive by 10-30 %.)

At the same time, the Russian sanctions and the associated crisis
served to reveal a series of weak points in Latvia’s economy. First of
all, it became evident that several sectors of the Latvian economy are
far too dependent on the unpredictable Russian market. The fisheries
industry, for example, was still exporting 70 % of its products to Rus-
sia in 1998, while the dairy industry was exporting 40 % of its exports
to that country. Also highly dependent on the Russian market are chem-
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icals, textiles, the pharmaceutical products, and agricultural machin-
ery. In addition, the state-owned railway is too dependent on Russian
transit and has not demonstrated a clear vision of its future develop-
ment. These are the sectors which have done the least in terms of diver-
sifying export markets and modernizing output to the point where they
could be competitive in Western markets. On December 1, 1998, the
Russian crisis had led to a shutdown of operations in 36 companies,
while another 141 had reduced operations significantly. No fewer than
107 companies petitioned for tax relief from the government. Unem-
ployment skyrocketed, reaching 9 % of economically active residents
on December 1. What’s more, the Latvian Employment Service said at
the end of the year that so-called “hidden unemployment” reached
14 % of economically active persons. At the beginning of 1999 the
effect of the Russian economic crisis on Latvia deepened. The official
unemployment rate for the first time reached 10 %, and more than
11,000 people had lost their jobs precisely because of the rapidly de-
creasing economic contacts with Russia (exports to Russia and the CIS
in the spring of 1999, compared to the beginning of 1998, had declined
sevenfold to represent only 3 % of Latvia’s exports).

Second, it was found that the extent to which the Bank of Latvia
supervises private bank investments in the so-called B-group countries
(a risk zone to which Russia belongs) has been inadequate. Latvian
banks, which traditionally have had the most extensive contacts with
Russian capital in the Baltic states, had made the greatest investments
in Russian short-term obligations — far more than was the case with
banks in Estonia and Lithuania. Seventeen Latvian banks were involved
in transactions with Russian securities, lending (it was reported in Au-
gust) no less than 72 million lats in total. The central bank’s initial
pronouncements after Russia’s August 17 devaluation were far too
optimistic. At the end of October it was found that overall Latvian
bank assets had declined by 11 %, while foreign assets were down by
23 %. It was only at the end of the year that the president of the Latvian
Association of Commercial Banks, Teodors Tverijonas, said that in the
worst scenario, Latvia’s commercial banks would lose 25 % of their
assets as a result of the Russian crisis.*

On October 1, 1998, the Bank of Latvia placed limitations on com-
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mercial bank transactions in B-group countries, but that should have
been done much earlier. It also became evident that the number of banks
in Latvia is excessive. There were 27 banks in 1998, most of them very
small and particularly vulnerable to unfavorable conditions, When in
the spring of 1999 Latvia’s private banks announced their losses in
Russia, it turned out that the losses were much greater than might have
been expected, given the information that the banks themselves pro-
vided in August 1998. The total losses came close to at least USD 100
million. Two small private banks collapsed — while the operations of
the fourth largest commercial bank in Latvia Rigas Komercbanka were
suspended pending infusion of fresh capital from its shareholders.

It should also be noted that the Latvian securities market has taken a
much greater hit from the Russian crisis than the analogous institutions
in Estonia and Lithuania. The Latvian securities market at the end of
1998 had fallen twice as fast as the Estonian and Lithuanian markets
since August 17.%

Latvia must conduct a much more rapid process of economic trans-
formation. The privatization of major state-owned companies has pro-
ceeded very slowly, and many of these companies are still far too polit-
icized. According to a World Bank survey (similar surveys have still
not been conducted by the World Bank in Estonia and Lithuania), Latvia
is also perceived to suffer extensive corruption. One reason for this is
the excessive number of bureaucrats in Latvia, who have too much
authority in many instances. The politicization of economic life — the
marriage between economics and politics — has served to increase the
opportunities of Russia’s oligarchs and mafia structures in Latvia, and
this serves Russia’s goal of making Latvia part of the poorly developed
world very well.*

The Latvian-Russian relatidnship at the
beginning of 1999

Toward the end of 1998, the Latvian-Russian relationship was gradual-
ly losing the openly confrontational nature that is typical of a crisis, but
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greater progress toward normalization was not experienced. On Octo-
ber 3, Latvian voters in a referendum approved liberal amendments to
the country’s citizenship law. For Russia this was an unexpected and
undesirable result; Moscow had hoped that the amendments would be
rejected so that it could continue its international campaign against
Latvia without any difficulties. Just a few days before the referendum,
Russian Foreign Minister Ivanov announced that Russia’s goal was to
achieve “international intolerance” against Latvia, which was tanta-
mount to asking for the country’s international isolation.>’

On the same day as the referendum vote, Latvia also elected a new
parliament, and the results of this was the formation of a government in
November that was led by Vilis Kristopans of the Latvia’s Way party.
The government’s policy declaration took a very friendly stand toward
Russia, one which, it might even be said, contained certain elements of
naiveté. The declaration spoke of establishing a new phase in the rela-
tionship with Russia, one “free of historical biases”. The government
announced that it would come up with an initiative to “begin work on a
declaration on the history and future of the relationship between the
two countries.”® These positive intentions were put into the declara-
tion at the behest of the prime minister himself, but in the process the
government failed to take into account such very important factors as
the fact that Russia has never been interested in a declaration on the
history and future of the bilateral relationship. Moscow is interested in
things such as security guarantees that would bring political benefits to
Russia, e.g., diverting the Baltic states from their pro-NATO path. Even
though Prime Minister Kristopans expressed readiness to go to Mos-
cow at any time (something that has been typical of Latvian politi-
cians) and hoped that this would soon be followed up by an invitation,
nothing much had moved forward by the spring of 1999. Russia an-
nounced that it would like to talk — in expert groups — only about so-
called “humanitarian issues” such as new demands in the area of the
situation of Russian-speakers in Latvia. A deputy in the Russian Duma,
S. Falalejev, announced openly that the Duma would ratify no serious
economic or political agreement with Latvia (i.e., a border treaty) as
long as it continued to seck membership in NATO and as long as no
new and extensive concessions were made with respect to the Russian-
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speakers.” The American ambassador to Latvin, James Holimes, wan
right in saying about the Russian position that “over the last several
months we have been disappointed, because there have been true op-
portunities to improve the relationship between Latvia and Russia, while
Moscow has not been forthcoming. [..] For some reason Moscow has
not done this. We have been disappointed.”*

There is another factor that has an impact on the Latvian-Russlan
relationship, and that is Moscow’s relationship with NATO. Even
though the reaction which Latvia's government had toward the NATO
strike against Serbia was very measured, Russia greeted it with dis-
pleasure and announced that it could not help but have an effect on the
bilateral relationship. In March 1999 the Duma adopted a bill in its
first reading aimed at implementing economic sanctions against Latvia,
while the chairman of the Duma’s Foreign Affairs Commission,
Vladimir Lukin (Jabloko) went so far as to announce that Baltic sup-
port for NATO may give Russia’s radicals a reason to implement ag-
gressive actions in the Baltic region.*"

In the area of economic relations, we can expect Russia to take ad-
vantage of a proposal to build a new oil pipeline (something that is a
great hope of Ventspils Nafta) that has come from a newly established
company called the Western Pipeline System. The pipeline would run
from Northern Russia to Ventspils. Russia can use the proposal not
only to wage new economic demands such as lowered reloading tariffs
in Ventspils, but also to influence various political decisions. When the
issue of privatizing Ventspils Nafta came to the fore in early 1999,
it quickly became clear that Lukoil would not be satisfied with the 20-
25 % ownership share that Ventspils Nafta is prepared to offer to it. At
a time when the profits of Russia’s oil monopolies are falling, the aim
is not so much to buy shares (due to lack of funds), but rather to prohib-
it well-known Western companies from participating in the privatiza-
tion of Ventspils Nafta. Russia’s oil oligarchs would like to keep their
options open so that in the future, when their economic situation im-
proves, they might gain a much larger share of the company. The new
pipeline project has also served as a convenient bait for the Latvian
transit industry, and the process has already begun to bring dividends
in terms of Russia’s interests. The owners of Ventspils Nafta have be-




142 Aivars Stranga

gun to display nervousness, demanding a “normalization” of the Latvi-
an-Russian relationship (albeit without any clear understanding of how
to accomplish this), and beginning to accuse Sweden and Finland of
trying to push Latvia out of the transit business.*

The economic crisis in Russia has hit the Baltic states harder than
earlier expected. By the middle of 1999 GDP growth in Estonia had
fallen by 5.8 %, in Latvia by 2.3 % and in Lithuania by 5.7 %. The
hardest hit sector in Latvia was in the food processing industry where
17.000 workers lost jobs. New markets are being found but at a slower
pace than desired.

New polemics with Russia began after the Latvian parliament adopt-
ed a new language law on July 8 in 1999, which the Russian Prime
Minister S. Stepashin called discriminatory. (43) Russia, however, will
not react very sharply; economic sanctions are ruled out and emphasis
is being placed on international organisations where Moscow hopes to
gain support.

Russia’s r;Iation_ship with Lithuania
and Estonia

Even though the issue of the so-called Russian-speakers is not on the
agenda in Russia’s relationship with Lithuania — a factor that Russia is
using against Latvia — the Russian-Lithuanian relationship, too, was
not in very good order in 1998 and the beginning of 1999. In Septem-
ber 1997 Lithuania became the first of the three Baltic countries to sign
a border agreement with Russia, but that treaty has not yet been ratified
in the Russian Duma. When in June 1998, Yevgenij Primakov — then
still Russia’s foreign minister — appeared in Vilnius for a brief visit, he
announced that there were no unresolved issues between the two coun-
tries. He also said that a visit by the Lithuanian prime minister to Mos-
cow could be expected in the fall of 1998 and that various agreements
would be signed at that time.* The visit, however, was postponed until
1999. A bilateral negotiating commission between the two countries
met in November 1998 for its second meeting, making no forward
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movement on the key issues such as an agreement concerning transit to
Kaliningrad, a visa-free regime for Russian citizens in Kaliningrad,
etc. We can predict that the Kaliningrad issue will become more com-
plex. In April, Boris Yeltsin ordered the Russian government to ensure
independent energy sources for Kaliningrad (currently the region is
completely dependent on Lithuania and Poland); the Russian press saw
Yeltsin’s directive as a desire to maintain the military potential of the
Kaliningrad region — a potential that has been declining all the time —
just in case Russian-NATO relations deteriorate to a critical point.*

The Russian economic crisis has also had a powerful effect on
Lithuania. Even though Lithuanian banks were much less exposed to
Russia than Latvian banks, Lithuania, like its northern neighbor, suf-
fered heavily from the rapid decline in exports to the East. The crisis in
Russia also unveiled the darker sides of the Lithuanian economy. Some
400,000 people in that country earn their living in the illegal labor
market producing cheap goods for the Russian market.* Under condi-
tions of dire economic straits, the Russian oil monopolies put heavy
pressure on Lithuania. At the end of January 1999, Lukoil stopped ship-
ping oil to the Mazeikiai oil refinery, thus trying to force the Lithua-
nians to give Lukoil at least a 33 % ownership share in Mazeikiu Nafta
and to increase the amount of money it was paying for oil bought from
Russia. The Russian oil monopolies are also clearly trying to force the
American company Williams International out of the Lithuanian mar-
ket.*” In case the opposite happens, and Williams pushes Lukoil out of
the market — and this started to happen in the spring of 1999 — the
relationship between Russia and Lithuania will almost certainly be-
come more chilly. The conflict with Lukoil was also one of the main
reasons why the Butinge Oil Terminal did not begin exports of oil in
January 1999, as Lithuania had vowed to do at the end of 1998.*

The long-awaited visit by the Lithuanian Prime Minister Mr. R. Pakss
to Moscow took place on June 29, 1999. In line with Russia’s main
policy of furthering disagreements between the Baltic states, periodi-
cally promoting one, then another Baltic State either in a positive or
negative sense, Moscow declared that relations with Lithuania are a
“model for interstate relations.”*

Although Mr. Pakss signed a package of 10 documents, two ques-
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tions remained unsettled. First, and the most important, is the question
of oil and gas deliveries to Lithuania. It is exactly these that will influ-
ence future events and not optimistic statements about model relations.
For example, Lukoil is interested in acquiring control of Lithuania’s
oil industrial state owned Lietuvas Kuras. The other question is the
ratification of the Russian-Lithuanian border agreement, which the
Russian parliament still hasn’t carried out.

Estonia was not at the center of Russia’s attention in 1998 and the
beginning of 1999, largely because Moscow has been implementing
individual approaches to each of the three Baltic states, and during this
particular period it was more focused on Latvia. Russia was too weak
to maintain pressure against both countries simultaneously, even though
at one time Estonia was portrayed in Russia as the most wicked of the
three Baltic countries. It is also true that Estonia, unlike Latvia, did not
give Russia any reason for a new anti-Estonian campaign. Not wanting
to damage its relations with the West, for example, Estonia avoided
Latvia’s mistake with respect to the “Waffen SS” veterans of World
War II. In Estonia, the veterans held their commemoration quietly and
without the participation of Estonian government officials in July 1998.
Here the Estonians learned from the Latvian mistake made earlier in
March but Latvia, in turn, followed the Estonian example in 1999. The
Russian press was forced to admit that Estonia had passed a difficult
test of political maturity.*

At the same time, however, Estonia did not manage to achieve any
significant results in bringing greater order to its relationship with
Moscow. No border treaty was signed, for example. The Estonian-Rus-
sian intergovernmental commission met for a long-awaited session in
early December 1998 in Tallinn, but the results of that meeting were
insignificant. The main economic issue concerned the double tariffs
that Russia has applied to Estonian goods. These were not repealed,
and the chairman of the Russian delegation, Valentina Matvijenko, said
that the tariffs are linked to political issues, namely, the treatment of
Estonia’s ethnic Russian minority.> In 1999 Russia repealed discounts
on rail transportations also for Estonia, thus leaving Lithuania as the
only Baltic state enjoying transit discounts.

In June 1998 the Estonian parliament approved a concept paper on

Baltic—Russian Relations 1998-99 145

the integration of non-Estonians and non-citizens (330 000) into the
country’s society, Russia continued to feel that Estonia had not done
enough. Jurij Luzhkov and his scandalous advisor, former KGB officer
A. Pereligin began to devote increased attention to Estonia. The latter
announced several times that Russia does and will continue to support
Estonia’s leftist, so-called Russian-speaker political parties.* It is also
true that as power in Estonia is taken over by the right-center party of
Mart Laar, Estonia will probably once again become an object of Rus-
sian criticism.

In conclusion, it must be stressed that the relationship of the Baltic
states with Russia will long continue to be unstable, disorderly and
with a tendency toward various mini-crises. The main reason for this
will be the position that Russia takes vis-a-vis these countries. Over-
come by all kinds of possible and impossible crises, Russia continues
to display an arrogant and pushy attitude toward the Baltic states. In
the area of security policy, Russia’s deteriorating relationship with
NATO (due to the Kosovo crisis) and growing anti-American mood is
exacerbating Moscow’s irritation with the Baltic desire to expand con-
tacts with the alliance. In the sphere of economic relations, the deep
crisis in the Russian economy is the main reason for problems. The
Economist has noted that “the prospect of a fascist, feudal or thieving
government in charge of thousands of nuclear and other weapons now
seems less remote.”

Even though the Baltic states cannot hope to achieve orderly and
normal economic relations relations with Russia, no excesses on the
part of Russia against the Baltic states are to be expected. Yeltsin has
made it clear that no economic sanctions will be implemented against
Latvia even if the Duma should adopt the anti-Latvian economic sanc-
tions bill in the final reading.

The Baltic states have little hope of bringing order to their relation-
ship with a country that is in as difficult a situation as it has ever faced
since the period between 1917 and 1920. Russia has never seen proper
relations with the Baltic states as any kind of foreign policy priority for
itself; both sides see the orderliness of the relationship differently, and
Russia would be satisfied only if the Baltic countries were obedient
satellites to the center. The extent of the Russian crisis, however, al-
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lows us at least to predict that it will be too tired and weak to imple-
ment any aggressive or excessively hostile policy toward the Baltic
states. The best thing that the Baltic three can do in this situation is to
implement their EU accession strategy consistently and without any
hesitation, modernize their economies and re-orient their foreign eco-
nomic contacts as much as possible toward more predictable markets,
strengthen contacts with NATO, and continue to integrate the so-called
Russian-speakers.

July, 1999
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