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Preface
One hundred years ago, ten new nations rose out of
the ruins of previous empires, born from the desire
of long-oppressed peoples for self-rule and liberty.
The international convulsions of WWI gave them
a window of opportunity, even if a narrow one for
most, and they were ready to take it, at great cost of
bloodshed and of suffering.
Latvia declared its independence on 18 November
1918, but it was only a full year later, on 11 November
1919, when the rest of Europe was celebrating the first
anniversary of the Armistice, that a rag-tag, hastily
assembled Latvian army was able to liberate the
capital, Riga, from renegade German forces four
times its size. It took another year to liberate the
country from Bolshevik forces and obtain full
sovereignty and territorial integrity.
The country was devastated and depopulated,
yet in a mere 20 years it became a modern European
nation. How could this be possible, when until the
second half of the 19th century, the Baltic German
landed gantry had sole right to land ownership,
serfdom was in full swing and those in power fought
tooth and nail to keep the ethnic Latvians as a mere
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labouring class, doomed by some mysterious fate to
be subjugated forever?
There always are multiple causes for turning
the wheel of Fate, and no one knows when even
some small event will set the wheel of History
in motion. The main thing for a nation is to be
mentally and emotionally ready when that moment
comes.
Back in 1802, in the parish of Kauguri in
Northern Latvia, there was a peasant uprising
that was brutally and bloodily suppressed. It was
by no means the first of such revolts in the former
territory of Livonia, and, just like its predecessors, it
achieved no changes in the ruling order, but it did
leave a mark on the local population. Despite efforts
to the contrary by their landlords, Latvian peasants
were becoming ever more literate and educated
and hence, more acutely aware of the injustice of
their condition. Some of them had access to foreign
newspapers. They spread the word that there had
been a revolution in France and that the French
people had succeeded in deposing a despotic and
incompetent king. The changes they clamoured for
were at first quite modest, but they grew in force
the more they were ignored and suppressed. By the
time of the 1917 Revolution, there was no turning
back and no compromise to be achieved. Full
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nationhood was what the people wanted, fought for
and obtained.
A memorial stele has been erected in Kauguri,
on the very place where a crowd of peasants were
shot at with cannons in 1802, with these words
engraved upon it:
‘A holy unreason drove them to their death’
The holy unreason that drove these oppressed
peasants to face up to cannons with their demands
was not the same as the fanaticism of terrorists who
nowadays wish nothing but death on those who do
not follow their own beliefs to the letter. It was not
holy in the name of some blood-thirsty God, but holy
in the sense of being driven by an unselfish yearning
for justice and equality of human rights. A little over a
century later, the courage that drove school-boys and
men alike to take up arms in the fight for independence
at the end of WWI was equally noble and unselfish –
a readiness to fight for what one believes in, regardless
of the cost.
Another century later, we are faced with
different challenges, foremost among which are the
increasing pace of change, the interdependency of
the whole planet and the unknown consequences
of the relentless drive for technical innovation. In
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a world built on consumerism and self-indulgence
on the one side and murderous rage on the other,
what has become of that holy unreason that requires
ideals, convictions and courage in equal measure?
What has become of the respect for battles fought
and won by our forebears, of the principles and
values that they have left us in heritage?
Each generation has its unique challenges and
opportunities, each generation must affirm anew
what it believes in and what it holds dear.
My generation, born in an independent Latvia,
saw independence lost for half a century, only to be
reborn out of the ashes of yet another evil Empire.
For me, as part of the community of exiles, a free
and independent Latvia was a life-long dream that I
was fortunate to see fulfilled. The dream came true
because the Singing Revolution mobilised the people
of the country, and they were ready once again to
protect their liberty with their life.
My wish for Latvia on our centenary is therefore
this: that future generations will keep alive the
dreams of justice and of liberty and dedicate their
lives to building a Latvia that both they and their
forebears could contemplate with pride.
VAIRA VĪĶE-FREIBERGA
President of Latvia (1999–2007)
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Introduction
After World War I, some borders appeared in the European political
landscape that had not existed before. For ten nations, a unique
opportunity presented itself to establish new democracies. Within the
physical and mental ruins of war, hopes were born, the processes of state
creation and democratic re-birth began, and there was development
through the difficulties of change.
For the newly founded countries of Latvia, Estonia, Lithuania,
Finland, Poland, Ukraine, Hungary, Austria, Czechoslovakia and
Yugoslavia, the further historical path through the century turned
out to be quite dramatic. There were short periods of good times, the
turmoil and devastation of World War II, and both reconstruction of
independence and national divisions in many of these countries.
100 years after World War I, Europe is not just a geographical entity
on the global map, but it is also a community of states and citizens that
has managed to replace violence with the idea and practice of peaceful
cooperation. But what do these countries and nations, which presented
themselves on the world stage 100 years ago, have to offer to Europe and
the world today as a basis for stability in the next 100 years? What are
the national achievements, personal victories, ideas and civil capabilities
that could serve as an incentive for further development and Europe’s
role in the world?
The Europe: After 100 Before conference takes place in Riga on the
th
7 of May 2018, gathering experts and civil society representatives from
the new democracies established 100 years ago. The goal is to share
visions of what these states and nations, which were born at the same
moment in history, can offer today and to serve as a launch pad and best
practice for a peaceful, democratic and prosperous future of Europe.
Speakers of the conference were invited to draft articles prior to the
conference, which have been compiled in this book to ensure that the
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ideas, views and knowledge will be shared with politicians and experts
across the world and be passed on to younger generations, who will be
the masters of Europe’s future.
This book is a gift devoted to the centenary of Latvia. It looks into
the past 100 years of Latvia as well as other countries and societies that
have shared a similar destiny. But most importantly, this book presents
a collection of numerous greetings and visionary best wishes. In this
respect, the leitmotif of the volume is defined in the Preface by Vaira
Vīķe-Freiberga, President of Latvia (1999–2007). She writes, ‘My wish
for Latvia on our centenary is therefore this: that future generations will
keep alive the dreams of justice and of liberty and dedicate their lives to
building a Latvia that both they and their forebears could contemplate
with pride’.
The forward for this book is drafted by Edgars Rinkēvičs, Latvian
Minister of Foreign Affairs. He states that many centuries of conflict
and inequality in Europe have inspired people across the continent to
search for the formula of peace. Liberation of nations and individuals
has been based on cooperation, common values, norms and institutions.
Today European nations are reconsidering their founding principles as
vehicles for further integration. It becomes more and more obvious that
the future of Europe cannot be designed by groups of politicians but
requires the efforts of all members of society.
The main focus of the first chapter – Politics – is democracy. All 10
countries were striving to set up democratic systems at the end of
World War I. However, only a few managed to safeguard their fragile
democracy as a wave of authoritarian and totalitarian regimes swept
across Europe. One of the sources that allowed these undemocratic
regimes to flourish was populism, which endangers Europe even
today. The rebirth of Europe after World War II and the end of the
Cold War was possible thanks to the attractiveness and effectiveness
of democratic values. Democracy has served as a vehicle for attaining
peace in the post-war period and also for building a united Europe in
recent decades.
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The Politics chapter starts with the article of Ivars Ījabs, who
demonstrates why the trajectories taken by particular countries during
their first century differed but also had many similarities. He reiterates
that Europe historically has been a region of ‘ambiguities, semi-tones,
compromises and second-best solutions’ and that there are many lessons
that still have an impact on the future of Europe. He points out the
relevance of history, which is a source of knowledge but not a tool for
manipulation. Besides, countries that allow themselves to be trapped
in post-colonial thinking for a very long time will not emancipate their
thoughts from ‘post-soviet’ or ‘post-communist’ mentality.
Paweł Kowal presents Polish, Andres Kasekamp – Estonian,
Artis Pabriks – Latvian and Nataliya Gutorova and Vitalii Pashkov –
Ukrainian lessons from the 100 year long history of the respective
countries. The main conclusion that all authors return to in their essays
is that, despite the hardships of occupations, suffering, and deaths
of people in the 20th century, the values of democracy and freedom
were guiding these countries in regaining their place in Europe. They
have all strived to be part of the community of democratic countries,
and namely the European Union has ensured the sustainability of
independence, economic growth and cohesion of their societies.
Jakub Janda and Monika L Richter remind readers how vulnerable
democracy can appear under the pressure of manipulations exercised by
external players. Since 2014, Europe has faced massive flows of Russia’s
propaganda that questions not only the efficiency of democracy but
challenges the founding values of the EU. The main conclusion that the
authors arrive at is that democracy is not a given entity that will simply
last forever, but it must be cherished and protected by joint European
efforts.
The second chapter of this book – Economy – discusses historic
experiences in relation to the economic crises encountered during the
past 100 years.
Gatis Krūmiņš focuses on geopolitical transformations and their
impact on the Latvian economy during these 100 years. He states that
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the key Latvian challenges have been the frequent changes of various
economic models and the necessity of permanent adjustment. In the
early 1920s, the country’s economy in the war-destroyed territory
adapted to the new situation of functioning as an independent state.
The Soviet command economy model imposed in 1940 totally reversed
Latvia’s economic development. Shortly after the Soviet occupation, the
Latvian territory fell under Nazi Germany’s control, followed by further
post-war ‘sovietisation’. After the collapse of the USSR, the Latvian
economy experienced another deep transformation to the market
model, which was soon followed by dramatic economic downturn,
hyperinflation and unemployment. Some of the macroeconomic
problems were successfully overcome relatively quickly (for example,
stabilisation of prices). However, introduction of structural reforms took
time, and the transition was rather painful. Overcoming the crises of
the 20th century and gradual re-integration into the EU economy was
not an easy task. The adaptation to European and global economy is still
taking place.
Valdis Dombrovskis addresses the exciting story of the Latvian
economic crisis of 2008–2010 that was fuelled by the global financial
crisis. He analyses its causes, the successful and unsuccessful management of the crisis and its economic, social and political consequences.
Dombrovskis was Latvia’s Prime Minister at the time, was the master
in overcoming Latvia’s financial crisis and now continues to master the
European financial, economic and social landscape as a Vice-President
of the European Commission.
Martiņš Kazāks extends the story of overcoming the economic
and financial crisis of 2008–2010 over the wider context of the Baltic
states. He presents several important lessons that other countries can
find beneficial. First of all, the experience of dealing with such a crisis
shows that taking bitter medicine early is critical to engineering a swift
recovery. Transparency, the rule of law, efficient bankruptcy procedures
and fiscal discipline are equally important. A large shadow economy
increases the medium-to-long-term costs of the crisis. Many of these
crisis prevention and management elements have already been set up in
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the EU and the EMU; however, there are enough tasks to be addressed
in the future. These particularly include dealing with existing income
gaps, emigration, problems with productivity and fiscal sustainability.
How to prevent or at least minimise the risks of economic
turbulences fuelled by globalisation? Inna Šteinbuka and Mārtiņš
Zemītis look at globalisation as a force and a phenomenon that
constitutes the environment that countries have to adapt to. The
authors underline that globalisation does not respect national
boundaries, which means that supra-national solutions should be
searched for jointly by Latvia and its EU partners. The future of both
Latvia and Europe crucially depends on competitiveness – Europe’s
competitiveness in the world and Latvia’s competitiveness in Europe.
Remaining competitive will require Europe and Latvia to pursue
sustained investment in the future. Ambitious climate, energy and
digital policies are indispensable for decisively harnessing globalisation.
A socially inclusive Europe and Latvia is the best response to the
negative image of globalisation. Sound social policies, including
education, health care and welfare, will remain the most important
areas of reform in the future. Latvia’s potential to use globalisation to its
advantage depends, in equal measure, on its own policy instruments as
well as on the opportunities and challenges of the EU as a whole.
The third chapter – Culture – attempts to analyse how the crises
experienced in the values and systems during the duel of democracy
and totalitarianism during the past 100 years have shaped the common
European identity. Statehood, liberty, the decline and rise of democracy
and the value of citizenship are strong and symbolic concepts about
which every generation provides a kaleidoscopic answer through deeds,
thoughts and lessons. The centenary is a landmark that spotlights a
road passed and a cultural heritage obtained; it flashes attention on the
thoughts and deeds of 2018 that will be an object of research in 2118.
What is the cultural heritage that I create as a citizen today? What
values do I follow? What kind of society do I form by implementing
them in my life? During 2018 – the European Year of Cultural Heritage,
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it is essential to underscore every citizen’s responsibility in solidifying
the fundaments for the next 100 years of our continent and its path
on the international scene. The question remains open: do European
nations share the same understanding of what European identity is
about, and how will it impact the future of Europe?
This chapter intends to illuminate a few historic and contemporary
developments and personalities within particular countries that have
changed and are changing the course of events or the way of thinking.
Visions of the civil and cultural community of modern Europe for the
next 100 successful European years are presented in this section of the
book.
Radoš Mušović looks at countries within the space of land that
was once called Yugoslavia, a region that has presented a mix of
nations, ethnic groups, religious beliefs and ideologies. In today’s maps
of Europe, five of these countries are not members of the European
Union and are presented to the citizens of their home countries in
light blue or grey, symbolising troubled times and conflicts that
resulted in a regression in the political, economic and cultural sense.
Mušović’s article seeks to determine the position of these five Western
Balkan countries, successors of ex-Yugoslavia, within the context of
the European project and the possible contribution to the project by
the countries of this region, which in the words of Winston Churchill
‘produce more history than they can consume’.
Šarūnas Liekis provides an overview of Lithuanian history,
emphasising a range of different individual tragedies and destinies that
they have experienced over the last 100 years. He points out that it will
be almost impossible to manage the future if individual tragedies and
experiences are not analysed and systemised. These past 100 years have
accelerated social, political and technological capital, which should be
utilised to shape the future. Rytis Zemkauskas challenges the reader by
posing a question about the ‘virus’ that Lithuanians still share. He puts
forth that the illness is Sovietism, which is still evident in the society
and has negative impacts. Open and sincere discussion and analysis
may help to function as a vaccine for the virus.
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Mārcis Auziņš and Andris Nātriņš present the main conclusions
from the nation-wide public debate searching for the Formula of
Latvia 2050. Members of academia, the business community and civil
society tried to identify a set of factors that will positively impact the
development of Latvia. The authors explain that factors were searched
for in those sectors where potential for the empowerment of the country
could be found. And these sectors are civil society, education, the
economy and demography. The experts also agreed that the growth of
the country in the future is directly linked to the value of ‘small efforts’
(starting at the level of families, communities and corporations) that
characterise large-scale, long-term processes through a micro-scale
prism.
The fourth chapter of the book – Voices from the future – features
an array of insightful visions by a variety of bright young minds that
represent Latvia’s future. Since the conference and book intend to not
only look backwards at what and why has happened in Europe but also
to identify the main tendencies that will shape the future of nations
within the continent, it is also of crucial importance to consciously
look forward. Ēriks Selga considers Latvia’s economy over the past 100
years in order to unveil its silhouette within the global context. Imants
Frederiks Ozols addresses one of Latvia’s richest capitals – cultural
diplomacy. He writes that ‘the resource of having larger impact in global
politics than their natural resources, military and economic footprint is
not reserved only to the wealthy and mighty’. He pursues the idea that
cultural diplomacy is ‘among the options for small countries like Latvia
to have their say in world politics and help mitigate challenges emerging
in international relations’. Ināra Klaiše is a Canadian-born Latvian who
has actively pursued Latvia throughout her life and academic career. She
shares her experiences and insightful views on Latvia’s future in Europe.
In their joint essay, Līna Putene and Jēkabs Ščipčinskis take a broad
look at Latvia from their viewpoint as political science students born
after the fall of the Soviet Union and assess their expectations for the
future. They see Latvia as prosperous, inclusive, democratic and rooted
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in the community of European countries. And finally, the voices of the
youngest generation, Klēra Kuļikauska and Paula Silava are respectively
primary and secondary school students who were finalists in the
competition organised by the Latvian State President’s office for student
essay greetings to Latvia on its 100th birthday.
Aiva Rozenberga, Inna Šteinbuka, Žaneta Ozoliņa
Editors
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New Europe Now and Then
EDGARS RINKĒVIČS

The centenary of Latvia’s independence provides an outstanding
opportunity to reflect upon historical experiences and future prospects
of people living in this part of the world because the destiny of the
Latvian population has always been intertwined with the general
aspirations of fellow Europeans.
Many centuries of conflict and inequality thwarted the development
of a true European identity shared by people throughout the continent.
A fundamental change occurred one hundred years ago. The end of
World War I meant the general liberation of individuals and nations.
Suddenly a large majority of Europeans realised that a new Europe
was needed to prevent war – a Europe built on cooperation, common
values, norms and institutions. The same principles, although in a much
broader and comprehensive sense, are shared by European nations
nowadays.

Europe then: the birth of multilateralism
and the rules-based international order
President Woodrow Wilson, who announced his famous 14 points
in 1918, introduced a new ideological perspective on foreign policy
and world order. The application of his principles brought about a
fundamental revision of Europe’s political map. Latvia, Lithuania,
Estonia, Finland, Poland, Czechoslovakia, Hungary, Romania,
Austria and Yugoslavia1 emerged from the ruins of the war as modern
nation–states. Not all of these countries became perfectly democratic
1

Established in 1918 as the Kingdom of Serbs, Croats and Slovenes
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republics, but the ethos of democracy prevailed over nationalism and
elitism.
Similar developments took place in other parts of Europe. Ireland
declared itself a republic in 1919. Ukraine, Belarus, Armenia, Azerbaijan
and Georgia became independent in 1918. Unfortunately, Communist
subversion and military aggression by Soviet Russia ruined the
independence of these five countries. Totalitarian dictatorship managed
to consolidate its rule over the bulk of the former Russian Empire,
thwarting the democratic aspirations of citizens and denying people the
right to self-determination.
Latvia was fortunate enough to remain independent from 1918 to
1940, firmly establishing itself as a full-fledged member of the European
family of nations. The War of Independence took many lives, but the
final victory in 1920 liberated Latvia from foreign forces seeking to
destroy the newborn republic, be these Communist soldiers, Russian
monarchists or German mercenaries.
Latvia did not struggle for freedom alone. Estonian, Polish and
Lithuanian armies provided valuable assistance fighting on Latvian
soil; British and French navies supported the war effort from the sea.
Diplomats had an important role to play ensuring political support
from friendly countries and literally putting Latvia on the map of
Europe. It is important that already one week before the formal
declaration of independence UK Foreign Secretary Arthur James
Balfour sent an encouraging letter to Zigfrīds Anna Meierovics who
represented the nascent government of Latvia abroad. It is equally
important that democratic Germany recognised Latvia’s independence
immediately and concluded a bilateral agreement on military
assistance.
Therefore, a new Europe was born soon after the end of World
War I. It promised much more than just self-determination, freedom
and democracy. The peoples of Europe expected lasting peace and
prosperity. These objectives were pursued both individually and
collectively. The Paris Peace Conference produced five peace treaties and
laid the foundation for the League of Nations – the first international
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organisation whose principal mission was to maintain universal peace
through the development of binding norms and multilateralism.
Multilateralism was the key concept of international diplomacy until
the second half of the 1930s. At its greatest extent, the League of Nations
comprised 58 member states, including Latvia and all the other newly
independent democracies of Europe. Significant efforts were made to
build a rules-based international order and to prevent conflicts. As many
as 62 nations signed the General Treaty for Renunciation of War as an
Instrument of National Policy2 – a multilateral treaty that remains valid.
However, international norms proved difficult to enforce as the
Soviet Union and Nazi Germany started pursuing aggressive foreign
policies and sought to undermine the new international order. The
very fact that the USSR was expelled from the League of Nations
only following its attack on Finland – several months after GermanSoviet invasion and partition of Poland as well as the installation of
Soviet military bases in the Baltic states – reflected the insufficient
determination of Western democracies to defend the principles of the
peaceful New Europe.
World War II brought about a divided world. Western Europe
could benefit from the Marshal Plan and the beginning of the European
integration process whereas Central and Eastern Europe had to live
under the Communist system and – in the case of the Baltic states –
under foreign occupation that lasted for more than five decades.

Europe now: common norms, strong institutions
and a community of values
The fall of the Berlin Wall, the dissolution of the Warsaw Pact and the
demise of the Soviet Union did not immediately revive the dreams of
the just and peaceful family of nations invented in 1920. Building
‘a Europe whole and free’ needed much stronger institutions than
2

Known as the Kellogg-Briand Pact
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the League of Nations. It took a decade to prepare the enlargement of
NATO and the European Union and a few more years to achieve full
integration of the new member states.
The New Europe of the 21st century came into being as the result of
the enlargement of Euro-Atlantic structures. Year 2004 had a special
historical importance for Europe as ten new countries acceded to
the European Union and seven new members joined NATO as equal
allies. Latvia was proud to become a member of both international
organisations. Both old and new members wanted to put behind the
uncertainties of the post–Cold War era that had existed in spite of
the proper functioning of various multilateral formats – the United
Nations, the OSCE, the Council of Europe and others.
The existing European system is nothing else but the continuation
of the process that started one hundred years ago. European and
Transatlantic institutions strive to build lasting peace and prosperity
through close cooperation between the nations of Europe and North
America. However, to ensure the irreversibility of their common
achievements, the nations of contemporary Europe need more than
the norms, dialogue and cooperation once offered by the League of
Nations.
The New Europe of the 21st century should be a true community
of values - equality, the rule of law, human rights, including minority
rights, pluralism, tolerance, justice and gender equality - shared by all
the citizens. It has to be prepared to project these values worldwide thus
affirming its unique role on the global stage. To achieve that purpose,
Europe needs a clear vision about its common foreign policy, wellfunctioning common norms and efficient institutions.
The European Union and NATO have important roles to play
in the continent of Europe. The processes of enlargement are not
accomplished, a considerable number of European countries actively
seek full member status. Even though further enlargements are a matter
of the future, the very prospect of membership helps project peace,
stability and democracy to the whole of Europe, encouraging and
supporting internal reforms.
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Of course, the pace of progress is determined first of all by the
countries concerned. Self-differentiation is a valid and just principle that
rewards commitment and efforts, simultaneously respecting the specific
circumstances of all the participants of the process. This rule should
apply fully and equally to future members and partners in Eastern
Europe and the Western Balkans.
Nowadays, Europe and the US have tools in their hands to help
those nations in Eastern Europe that were denied the chance to build
a democratic statehood of their own one hundred years ago. The legacy
of Communist dictatorship and oppression has outlived the Soviet
Union. Being regarded as former Soviet republics by those who value
the Communist past, several countries in Eastern Europe have to face
serious security problems alone. The most recent example is the Russian
military aggression against Ukraine and the unlawful annexation of
Crimea in 2014.
The indivisibility of European security is one of the fundamental
principles upon which the contemporary international system has been
built. In the 20th century, the nations of Europe (and humanity) paid a
terrible price for ignoring this rule. One should never forget the tragic
lessons of the past and treat all Europeans as equals on the basis of
human rights, established norms and international law.
The ideal of the New Europe in the 21st century necessitates
much more than close cooperation between the European Union
and its future members. The United States has played an immensely
important role in European security since World War I, building
peace and insisting on the right of people to self-determination.
America should continue doing so, not least because of the heritage
and in the spirit of President Woodrow Wilson and President Franklin
Delano Roosevelt.
Much more can be done on both sides of the ocean to keep the
transatlantic link strong and vibrant. The cooperation between Europe
and North America remains vital not only for NATO but also for the
very principle of effective multilateralism. The proper functioning of
the United Nations, the OSCE and other institutions seems impossible
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without mutual understanding between Europeans and Americans.
The global challenges necessitate fully functional institutions that, in
turn, have to discover a new unity of purpose.

The future of Latvia in the core of a strong Europe
A new Europe is being built on this side of the Atlantic. The European
Union is not only the Single Market or an economic union. It is a union
of values and law, a union that is also in the interests of our existence as
a nation-state. Latvia is part of a free, democratic world, and we adhere
to European values; this is our European identity, something that must
also be upheld. An effective European Union makes a strong Latvia.
The future of Latvia will be shaped by the further development
of the European Union. Latvia has to be involved in every aspect of
European integration. The historical experience leaves us no choice but
to be with the core Europe, as the only alternative is the periphery. Some
of the promises given to the people of Latvia when joining the European
Union remain unfulfilled. These are mostly of economic nature. Latvia
has to do better in terms of regional development and the convergence
of living standards.
However, the citizens of Latvia have never regarded the European
Union as a purely economic project. The New Europe essentially is
part of the idealistic promise that the founding fathers of the Republic
of Latvia gave to the nation one hundred years ago. Latvians and
their fellow Europeans see Europe as a global player, a community of
nations open for enlargement and proud of its values, committed to
multilateralism and the principles of international law. Being part of
such a community is simultaneously a privilege and an obligation.
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One Hundred Years of Adolescence:
Lessons from a Non-existent Region
IVARS ĪJABS

When asked a question about countries that established their
independence in 1918 and their contribution to European politics, one
faces a conceptual dilemma. Either you turn to the multiple differences
among these countries – and then the celebrated ‘centenary of 1918’
starts to look rather coincidental. Or you turn to similarities – and
then you have to rise to a level of extreme abstraction, where it is hard
to avoid becoming trivial or speculative. It is very much like finding
something common among people born in November – other than the
very fact of their birth in November. In this paper, I will try to walk a
middle line between these Scylla and Charybdis. First, I will try to
show why the differences are important: they matter because they
determined the trajectories taken by particular countries during their
first century. Secondly, I will come to some cautious conclusions about
the similarities among these countries and their possible contribution to
the future of Europe. It is important to remember that the region I will
be dealing with has historically been a region of ambiguities, semitones, compromises and second-best solutions. My account will also
demonstrate some of this.
First of all, Latvia, Estonia, Lithuania, Finland, Poland, Ukraine,
Hungary, Austria, Czechoslovakia and Yugoslavia were founded on
the ruins of much larger, dynastic empires, which, with the possible
exception of the German Second Reich, have lasted much longer than
one hundred years. Of course, all newly established nation-states did
their best to distance themselves from their imperial legacies – not
just politically but also mentally. However, the Habsburg, Romanov,
Ottoman and Hohenzollern empires had left a deep imprint on
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the societies that were to become citizens of the new nation-states.
These empires were by no means all equal – neither in their attitudes
towards modernisation and popular participation in politics nor in
their approaches to the ethno-cultural diversity and self-determination
claims of smaller nations. Austria-Hungary was probably the most
liberal in this sense; the Russian and Ottoman empires were much more
restrictive in giving voice to minority groups.
This leads us to the question about the different preconditions for
statehood in all countries. Some of them had previous experience with
autonomy in the Empire: Finland, Hungary and to some extent also
Czechoslovakia enjoyed considerable levels of autonomy and had already
acquired experience with some form of semi-democratic self-rule.
This didn’t apply to Ukraine, Latvia, Estonia and Lithuania – although
Lithuania and possibly Ukraine had their mediaeval statehoods as an
important point of reference. These countries literally had to build
their statehoods from scratch. Poland, on its part, had a rather recent
memory of its own statehood; however, several empires had done a lot to
extinguish the Polish will for self-determination. Very special cases were
Austria, where a republic was proclaimed in the central part of former
Habsburg lands, and Yugoslavia, where parts of previously Habsburgruled Croatian, Slovenian and Serb territories joined the already existing
Kingdom of Serbia - the only case among the countries founded in 1918
choosing a monarchic rather than republican form of government.
Importantly, the newly founded states emerged not simply by empires
collapsing but by empires collapsing simultaneously, at the same time:
they emerged where different imperial powers overlapped and clashed
with each other. Poland is probably the most prominent case here.
However, the emergence of independent Latvia was also possible not
only due to the collapse of tsarist Russia and the peace of Brest-Litovsk,
but it was also a result of the revolution in Germany, where the imperial
government had had its sights set on Baltic territories.
The imperial past is important not only because imperial
autonomies either prepared or didn’t prepare the ground for the
future statehoods but also because it served as an argument for later
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geopolitical ambitions. This obviously applies to the revisionist policies
of Hitler and Stalin, who often claimed themselves willing to ‘get back
what was historically ours’. The imperial environment also produced
different ‘pan-ideologies’, like pan-Slavism and pan-Germanism. These
ideologies, presupposing an ethnically based cross-border solidarity,
have influenced and continue to influence the foreign policy views of
particular countries. Finally, the collapse of empires in Central and
Eastern Europe was an event of global scope, which not only completely
redrew the European map but also introduced the later descent of
European empires elsewhere.
The end of World War I led to high hopes in the newly founded
Central European states. There was a perception in these countries
that they have succeeded in saving themselves from the political chaos
of disintegrating empires and great power conflicts. The times of largescale, violent transformations seemed to have passed; all that these
countries wanted was to be left alone. Peaceful, democratic development
was the priority. However, Versailles became a very ambiguous symbol
for countries founded in 1918. On the one hand, they gained their
independence, which like in the Polish case had been fought for in
heroic, centuries-long battles. On the other hand, however, the end of
the Great War also prepared the ground for the further catastrophes.
This led to the emergence of two revisionist powers, who armed by
totalitarian ideologies extinguished the sovereignty and even statehood
of most newly founded states.
For most countries, the interwar experience was hopeful and
tragic at the same time. First of all, all countries struggled hard to
prove their long-term viability. They had not only to create viable
state institutions but also to gain popular legitimacy. The latter was
an extremely complicated task in the post-war situation, when the
economy and infrastructure often were in ruins and when one had to
deal with strong post-imperial minorities that often opposed the newly
founded states and were supported by irredentist neighbours who saw
the new countries as temporary structures serving the interests of the
victors – as the so-called cordon sanitaire. Nevertheless, these countries
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succeeded in establishing functioning states – each had its own
problems, especially, when the initial democratic optimism gave way to
authoritarian, often rather xenophobic regimes. Unfortunately, that was
the European trend then: from 10 countries established as democracies
in 1918, only two, Finland and Czechoslovakia, were democratic in
1939, when World War II began. Nevertheless, the experience of the
interwar period, when these countries showed that they can function
as sovereign states, was crucial – especially in those countries that later
lost their sovereignty (like Czechoslovakia, Hungary and Poland) or
even their statehood (like the Baltic states). The interwar experience of
statehood is an important point of reference also for Ukraine, as well as
for Georgia and Armenia – countries that were occupied by the Soviets
at the end of the Russian civil war.
Importantly, already during the interwar period, the countries
founded in 1918 were enthusiastic supporters of collective security.
The most important framework was, of course, the League of Nations;
however, there was also considerable support for Pan-Europa and other
similar initiatives. This was not just a strategic necessity; by supporting
collective security, these countries promoted a vision of a peaceful and
democratic Europe, where development is based on institutionalised
cooperation rather than rivalry. All these attempts eventually failed.
However, these interwar debates continue to influence the understanding
of security – a staunch but realistic support for collective security.
The totalitarian experience is probably the most complicated issue
in the history of these countries. On the one hand, all ten countries
experienced the criminal regimes of Hitler and Stalin, as well as their
local supporters and imitators. Significant parts of these countries
belonged to the infamous ‘bloodlands’ that suffered from both
murderous regimes. Therefore, it is tempting to see these countries
only as victims of totalitarianism – and they are often seen as such.
However, let us not close our eyes to the fact that extremist politics were
quite popular in most of these countries during the interwar era: this
applies both to Nazism and Communism. Of course, concentration
camps and genocidal policies were established by the so-called ‘Great
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Powers’. However, most of our countries also contributed to European
totalitarianism: Adolf Hitler was born in what is now Austria; Poles and
Latvians were active in the Soviet repressive system; in many countries,
the Holocaust was sometimes executed with enthusiastic local help;
in some other countries, leaders chose Stalin and Hitler as their role
models and teachers. However, at the same time, in most countries,
there was a significant proportion of citizens who remained loyal to the
initial project of 1918 – to a democratic, peaceful state in a European
framework.
The Yalta system left an imprint on all countries. The Baltic
countries and Ukraine were once again deprived of their statehoods;
Czechoslovakia, Hungary and Poland were turned into Soviet satellites;
Yugoslavia was subjected to its own type of communist regime,
imitating and, at the same time, opposing Stalinism. Even Austria and
Finland, formally belonging to the so-called Free World, had to adjust
their policies according to Soviet interests. Mass repressions, as well as
the blatant failure of the Soviet regime to fulfil its own promises, clearly
demonstrated that the Soviet system was not an alternative path of
societal development, as it was sometimes thought to be. It was a road
to nowhere – especially, when compared to the spectacular growth in
prosperity and social security in Western European countries, which
was clearly linked with the project of European integration. The
implosion of the Soviet Union in 1989–1991 was probably the single
most important event for all countries of the region during the last 100
years. It liberated Europe from a totalitarian empire; at the same time, it
also posed completely new challenges.
After the fall of the Iron Curtain, these countries chose the road
‘back to Europe’. Initially, in the early 1990s, they had another ‘spring
of nations’, when hopes for a peaceful, democratic co-operation from
Lisbon to Vladivostok ran extremely high. However, not much later it
turned out that Russia has not lost its ambitions of regional hegemony.
This posed a new challenge to Central European countries: their
‘European choice’ started to acquire a significant security dimension.
The fact that there is a certain revisionist element in the Russian
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approach to the European order has been often dismissed by Western
observers. It became visible to many only in 2014 with the annexation
of Crimea and war in South Eastern Ukraine. However, countries in the
immediate proximity have always seen European solidarity in terms
of security and resilience not just peaceful economic co-operation.
Although the debate on these issues has moved forward since 2014,
there are still considerable differences of threat perception among
European countries, and a common understanding is developing only
gradually.
European integration has played a huge positive role of transforming
post-communist countries into modern democracies with functioning
market economies. The ‘return to Europe’ was to a large extent a
‘catching-up revolution’ for most former communist countries. Indeed, it
might have lacked originality and political innovation; however, it allowed
avoiding many problems typical for new democracies. The opportunity
to join the ‘club of the affluent’, as a former Latvian president put it, was
an important incentive for reform in these democracies. This includes
institutional reform, monetary stability, rule of law and anti-corruption
policies, as well as human and minority rights. It might seem trivial today.
However, the bitter experiences of some of the 1918-countries clearly
demonstrate the difficulty of implementing reforms in economically
ruined, politically weak and often ethnically divided democracies, where
democratic traditions are weak but the influence of private interest
groups – very strong. Each of the countries of the region has its own story
of transformation. Many political decisions made during this period
have been very painful; many were and still are politically contested. This
concerns privatisation and the distribution of wealth in general. Socioeconomic differences are still rather big in our countries, especially when
compared to older Western democracies. It also concerns our attitudes
towards societal diversity and minorities – religious, ethnic and other. For
historical reasons, identity issues are playing a huge role in the collective
memory of our nations. Therefore, they can be easily politicised and
misused for short-term political gains. Finally, many of the countries,
including mine, are still dealing with their totalitarian past and with the
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question of collective and individual responsibility for crimes committed
under totalitarian rule. It seems that none of these problematic questions
are going to disappear any time soon; the best we can hope is that they
will gradually fade away with the further development of our countries.
Our involvement in a broader European framework might help in
overcoming these problems; solidarity among countries doesn’t imply
just telling nice words to each other. It also implies a possibility of friendly
criticism, which promotes mutual improvement.
However, the common European framework cannot be taken for
granted. When the Central and Eastern European countries decided
to join the EU and NATO, they at least implicitly wanted to join ‘the
West’ of the Cold War era – with its clear distinctions, easily visible
adversaries and clearly set goals. However, when this task was fulfilled,
it turned out that ‘the West’ has changed. It was much more ambiguous,
much more fragmented and much more in flux. This has led to certain
resentment in many of the 1918-countries – very much in line with the
famous adage: the future is not what it used to be. The EU has been
accused in being too post-modern, too materialistic, too bureaucratic
and soulless. Indeed, it has been made the main target of antimodernist, anti-liberal and anti-democratic criticism in many European
countries. One might ask what is the most appropriate reaction to those
people who still think that the EU is the worst way to achieve peace
and prosperity in Europe (except for all the other methods that have
been tried from time to time). Should they retreat tactically, accepting
the arguments of anti-EU populism? Or should they emphasise once
again the basic idea of the EU in all its radicalism? It is the community
of civilisational values, based on ‘the cultural, religious and humanist
inheritance of Europe, from which have developed the universal values
of the inviolable and inalienable rights of the human person, freedom,
democracy, equality and the rule of law’ (The Lisbon Treaty, Preamble).
This community has a completely new foundation: not descent or
ethnicity, not any particular religion, not class consciousness nor
geopolitical confrontation. It is about civilisational values – not as an
abstract ideology but as practical activity.
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What would be the best lessons to learn from the first century of
1918-countries? Well, there are some.
• History matters. However, it must be used for sober analysis and
realistic understanding of processes, not for manipulation of the
public’s emotions.
• Get rid of postcolonial syndromes. Raise your voice. Always make
clear what your interests are. Remember: ‘post-communist’ or
‘post-Soviet’ is a state of mind rather than an objective reality.
• Avoid politicising cultural differences. When political discourse
starts to deal with questions like language, dress or monuments
instead of practical issues of development and justice, you are in
trouble.
• Fake it until you make it. Most of the advanced countries in
the world have learned by imitating the best examples and then
internalising this experience. All cultural development starts with
imitation.
• Concentrate on what is important. Do not let yourself be diverted
from the basic questions and choices. Global political life is noisy,
full of many different things and processes – especially due to
the increasing role of social media. However, only a few of these
things really matter.
• Finally, the 1918-countries have often been the birthplace of great
satire and irony – from Gogol and Hašek to Karl Kraus. Let us not
dismiss this unique resource also in the future.
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Estonia’s Experiences
Securing Democracy
ANDRES KASEKAMP

This article analyses the challenges faced by the Republic of Estonia
upon its creation one hundred years ago and compares them with the
challenges Estonia has dealt with since the restoration of independent
statehood in 1991. These have been both internal and external in nature.
Among the myriad of challenges, domestically, some of the most
significant were consolidating democracy, guaranteeing the rights of the
ethnic minorities and thwarting the rise of the populist radical right.
Externally, deterring revanchist neighbours, seeking security through
membership in international organisations and regional cooperation
have been existential questions.
In creating their own state, Estonians were influenced by the
liberating ideals of the Russian Revolution of February 1917 and US
President Wilson’s call for self-determination (even though he did not
mean it to apply to the Baltic nations). Estonians dared to proclaim
a republic while other recent new states, such as Norway in 1905 and
Finland abortively in 1918, sought legitimacy by acquiring a king from
abroad. The manifesto of independence issued on 24 February 1918 was
addressed to all the peoples living on Estonian soil. The democratic
institutions established by the constitution drafted in 1919 were a
reaction against the previous era of Tsarist autocratic rule. Estonian
lawmakers incorporated many of the most modern European best
practices via the model of Germany’s 1919 Weimar constitution but
were also inspired by the French Third Republic and Switzerland.
Notable progressive features included a unicameral legislature with
no upper house to check the people’s will, the absence of a presidency
(partly to save costs), a provision for direct democracy in the form
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of popular initiative (which would later become problematic) and
extension of the franchise to women, not yet widespread in Europe.
The fledgling state survived due to a fortuitous combination of
external and internal factors.
As no great powers favoured the establishment of independent states
on the eastern littoral of the Baltic Sea, the decisive factor was the will
of the Estonian people themselves. This was proven by their sacrifices
on the battlefield against both the Russian Bolsheviks and German
Freikorps in 1918–1920. Having successfully defended their right to
exist, they needed to win the support of the international community
to gain recognition of their sovereignty. European powers and especially
the USA prioritised Russia. While supporting the Whites in the Russian
Civil War, they did not want to countenance the dissolution of Russian
territorial integrity. The viability of the Baltic states as independent
nations was always in doubt. Even Georgia garnered more votes for its
membership bid in the League of Nations than Estonia, only months
before the former’s independence would be eradicated by the Red
Army. Recognition of Baltic independence in 1921 was not the preferred
outcome, but it was the least worst for the Russia policies of the Western
powers.
Striving to achieve security, Estonia placed its hopes on the newlyformed League of Nations. Simultaneously, the five new states in the
Baltic Sea region negotiated to create a Baltic League from Helsinki to
Warsaw in 1920. One of the key obstacles to the birth of an alliance was
the Polish seizure of Vilnius, which meant Lithuanian relations with
Poland would remain hostile until World War Two. In the end, nothing
more than a narrow defensive alliance between Estonia and Latvia
proved feasible in 1923. The Baltic Entente among Estonia, Latvia and
Lithuania was finally reached in 1934, but this excluded the question of
Vilnius and only entailed diplomatic cooperation.
In addition to striving to achieve security, the new state faced many
internal challenges. Most dramatically, the Communist International
orchestrated a failed coup attempt in Tallinn in 1924, with the Red
Army on standby across the border, ready to snuff out the ‘bourgeois’
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republic. This incident shares many of the features of the hybrid war
against Ukraine ninety years later. The most far-reaching socioeconomic reform was the land reform act of 1919. The large estates of
the Baltic German landowners were redistributed amongst Estonian
peasants, which resulted in the creation of the most egalitarian society
in Europe.
Those who found it hardest to adjust to the new reality were the
Baltic Germans who had been the political, social and economic elite
for centuries. Baltic Germans used their international contacts to
place stories in Western newspapers criticising Estonia and Latvia for
‘discriminating’ against an ethnic minority and not respecting property
rights, and they submitted petitions to the League of Nations.
In the long run, these claims had little impact since Estonia became
known for its innovative cultural autonomy law of 1925, which gave
both the Baltic Germans and the Jews the opportunity to run their
own affairs. The law was widely recognised at the time as the most
progressive of such legislation in the world. Its great innovation was that
inclusion was based on individual choice rather than place of residence.
Prominent liberal Baltic Germans, notably Ewald Ammende and Paul
Schiemann, actively propagated the Estonian cultural autonomy law as a
model for other European countries to follow.
Though Estonia made great strides in constructing a functioning
democracy and robust civil society, the political system remained
volatile and exhibited a rapid turnover of governments. The worldwide
economic depression of the early 1930s polarised and exacerbated
political tensions and stoked public desire for strongman rule. In these
circumstances, similarly as elsewhere in Europe, a new populist radical
right movement arose and quickly attained a mass following. The
League of Veterans of the Estonian War of Independence (vaps) began
as an extra-parliamentary pressure group but morphed into the largest
and most dynamic political force in the country within a couple of
years. Much like the populists of today, the League whipped up public
indignation at the allegedly corrupt political elite and sought to make
Estonia great again.
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Parliamentary democracy failed to survive the challenge. Claiming
to ‘save’ democracy from the threat of the extreme right, interim Prime
Minister Konstantin Päts declared a state of emergency and had the
leaders of the vaps movement arrested. Päts spuriously alluded to the
League’s collusion with an unnamed foreign power (understood as
Nazi Germany). Fearing the ‘fascist’ threat, parliament acquiesced in
Päts’s actions and granted him temporary emergency powers. However,
Päts extended these powers and never relinquished them until Soviet
troops occupied the country in 1940. Parliament and the political
parties were dissolved, and a new presidential constitution was adopted,
which cemented Päts’s authoritarian rule. Päts was able to maintain his
regime’s popularity by appropriating part of the populist radical right’s
platform, notably nationalism and state intervention in the economy.
The annexation of the Baltic states by the USSR in 1940 was
never legally recognised by the USA and other Western countries.
The principle appeared to have little practical impact during the long
years of the Cold War; however, it played an important role in the
restoration of independence in 1991 after the remarkably peaceful
‘Singing Revolution’. This is a lesson that might apply to Crimea, where
a similar policy of non-recognition of annexation is in effect. Though
the situation in Crimea at present is hopeless, this policy might prove
to be useful in the unforeseeable future. Unlike other post-Soviet states,
the Baltic states were not ‘successor states’ to the USSR. Instead, they
were able to base their state-building efforts on the principle of the
legal continuity of their statehood, which provided them a stronger
foundation for their successful transitions to market economies and
democracies in the 1990s.
Compared to the first period of independence, achieving security
was simpler. The main lesson that had been absorbed, at high cost,
during World War Two – and that has shaped current Estonian (as well
as Latvian and Lithuanian) foreign and security policy thinking – is to
never again be alone without allies. Though the international community
overwhelmingly urged Estonia to follow the model of neutral Finland
(a successful democracy with a non-conflictual relationship with
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neighbouring Russia), this path was rejected because neutrality had not
saved the Baltic states from three occupations by two totalitarian powers
during the Second World War. The guiding principle of the Baltic states’
foreign and security policy became (and has remained) to integrate
themselves as quickly and tightly into the European and wider Western
family by joining as many international institutions and organisations as
possible. In addition to joining NATO and the EU in 2004, the ultimate
step in closely binding themselves into the European family was joining
the single currency. Many observers were puzzled that the Baltic states
did so in the midst of the crisis that was shaking the foundations of the
eurozone. The answer was clearly related to the above axiom. Estonian
Prime Minister Andrus Ansip was the first to explicitly spell this out
as Estonia joined in 2011: the single currency is not simply a financial
matter, it also enhances the country’s security more broadly.
Not only were the Baltic states different from the 1930s, but Europe
had changed. It no longer consisted of competing powers, but it had
united into a cooperative European Union, moving towards ever closer
political union. Furthermore, immediate neighbours played a big role
in aiding and supporting the development of the new states on the
eastern littoral of the Baltic Sea. Notably, Sweden, who had remained
aloof during the interwar period, had learned that actively supporting
democracy and the rule of law and extending the zone of stability and
prosperity in its immediate neighbourhood enhanced her own security
and prosperity. The Baltic states have followed this example by in turn
providing assistance to former Soviet republics. They have championed
the EU’s Eastern Partnership to bring Georgia, Ukraine and Moldova
closer to Europe. The Baltic states have been uniquely placed to transfer
their knowledge and experience of reforms and European integration
to former Soviet republics that once shared their fate. Conversely,
activism in this direction has been viewed with alarm by Russia. From
the perspective of the Kremlin, the success of the Baltic states is a
negative example and dangerous encouragement for other post-Soviet
states. Thus the Kremlin constantly seeks to undermine and bring into
disrepute the achievements of the Baltic states.
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The area that has received the greatest attention internationally has
been the status of the Russian-speaking minority. This has especially
been the case after the Russian invasion of Ukraine. Plenty of journalists
and analysts have made the dubious claim that the Baltic states could
be ‘next’, based on the overly simplistic observation that the mere
existence of large Russian minorities in Estonia and Latvia makes
them vulnerable to a potential repeat of the Ukrainian scenario. The
integration of ethnic minorities has not been as successful as during the
interwar period because the magnitude of the challenge is much greater.
The reason is not just numbers but also the fact that a neighbouring
great power nurtures grievances, has adopted an aggressive posture
and regards Russian-speakers as compatriots who need protecting,
whether they want it or not. Russia is actively working to prevent the
integration of the Russian minority and continues to instrumentalise it
as a pawn in its foreign policy. Russia has been able to use its powerful
media resources as a tool to keep many compatriots in the Baltic states
in Russia’s informational sphere. Nevertheless, with the exception of the
riot accompanying the relocation of a Soviet war monument in Tallinn
in 2007, inter-ethnic relations have been entirely peaceful.
Parliamentary democracy has been more successful than during
the interwar period. The external environment for this has been
more favourable. The conditionality of European and Transatlantic
integration has played a key role. Despite recent backsliding in Hungary
and Poland, democracy has been ‘the only game in town’, unlike during
the interwar period when authoritarian models of both the right and
left were attractive. Like in the 1930s, the new populist radical right
that has recently emerged and is gathering strength has followed the
general European trend and has imitated models in other countries.
In the Estonian case, the direct inspiration has come specifically
from neighbouring Finland, e.g. both the breakthrough of the Lapua
movement in 1930 and the True Finns in 2011.
Estonia was untypical in the European context because no populist
radical right party was represented in parliament until the arrival of
the newly-established Estonian Conservative People’s Party (EKRE)
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in 2015. EKRE overcame the shortcomings of previous such parties
by combining charismatic leadership and effective organisation with
agenda-setting issues. In addition to anti-establishment rhetoric
and the savvy use of social media, the issues that propelled EKRE
to prominence were the highly unpopular Greek eurozone bailout
programme and the passage of legislation allowing same sex civil
unions. Estonia became the first country in Eastern Europe to adopt
such legislation in 2014. Since EKRE’s political breakthrough, the
refugee crisis has served to bolster their popularity further, so much
so that they have risen to become the third most popular party in
the opinion polls. EKRE is firmly on course to significantly increase
its number of seats in the next general election in March 2019 and
permanently alter the political landscape.
While this development is disheartening, it appears to coincide
with a phase that most Western countries are going through at the
moment. Being firmly anchored in the EU and NATO, Estonian
institutions are equipped to weather turbulence in the political system.
Because of the acute awareness of the fraught security environment in
the neighbourhood of Russia, Estonians clearly realise that they cannot
afford any backsliding on European values, as some Visegrad countries
allow themselves. Statehood was achieved one hundred years ago with
courage, sacrifice and fortuitous circumstances; its loss had catastrophic
consequences. The restoration of independence was a redemption.
Estonians have learned how precious and fragile freedom, democracy
and the rule of law are and why they must constantly stand on guard
and demonstrate solidarity with allies in order to protect these values.
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What External Factors Will Impact
the Development of Latvia?1
ARTIS PABRIKS

Almost all academic articles depart from a clearly defined hypothesis.
However, living in an age of tectonic shifts and great changes does
not make life for scholars easier. On the one hand, being a part of
transformation could be considered as an advantage – societies learn
new experiences and innovate new practices. On the other hand, one
can complain about the hardships faced throughout history. There has
not been a generation that has lived in a situation where everything
has always been functioning properly. Every generation has had its
problems with which it has had to deal with. One of the strategies
could be based on constant complaints about what went wrong
and why expectations were not met, thus writing off misfortunes
on others. But there is an opportunity to put forward a different
strategy instead – a strategy that offers future prospects for the next
generations based on the construction of a situation that serves the
public good and prosperity.
Most thinkers (whether they come from an economic, political
or academic background) agree that the present situation in society is
changing quite radically, and it is changing in many areas and taking
different directions. Therefore, it is important not only to identify a list
of tendencies dominating in the public domain but also to understand
the interlinkage and interdependence among numerous factors and
processes taking place nationally and globally. If the diagnosis for the
problem will be defined right, the solutions for the problem will follow.
When talking about politics, it seems abundantly clear that the political
1

The essay is based on a speech given at the ‘Latvia’s Formula 2050. Scenarios of development’
conference on the 16th of February 2018.
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elites in power, whether it be on the national, regional or European
levels of governance, have no answers on how to act (especially in the
long term) and what answers should be given. We can also see this in
current political events. No matter how optimistic or pessimistic the
statements of politicians are, society can sense whether or not they
are credible and contain elements of truth. If politicians do not offer
solutions that are appropriate (that is to say the symptoms do not match
the cure), then of course society will seek different politicians and
solutions.
In this short article, I will present my vision of the main challenges
that societies are facing and the solutions that can be offered.

Climate change
First and foremost, I would like to mention the climate. Climate change
is an area where short term or even medium term solutions cannot be
easily found and applied. We know, as a matter of fact, that climate
change can have very serious effects on every aspect of human life
(health, employment, community life, pollution, labour market and
many others). Climate change hits different parts of the world and, after
a short period of time, grows into a transnational problem that requires
national and transnational solutions. Even if a country assumes that it
will be able to address the challenges of climate change on its own, it
becomes clear after a while that engagement of partners from different
countries is necessary. For example, Bangladesh and other Southeast
Asian countries are suffering from the effects of climate change; at the
same time, they are not capable of satisfying the basic needs of their
societies. This situation can cause local, national and regional conflicts
with international consequences. Besides, there are countries that are
disappearing from the world map because of climate change. Here
comes the question- what solutions can the political elite of the world
offer, and how can Latvia get involved?

Europe After 100 Before iekslapas.indd 43

12. april 2018 10.17

44

EUROPE. AFTER 100 BEFORE

New technologies
I would like to address several matters concerning economics.
Primarily, I would like to mention new technologies – artificial
intelligence, nanotechnologies and how they will impact the
labour market and economic relationships at large. Even today, the
organisation of many supermarkets with self-checkouts proves to
be a huge change in the traditional way of trading. Perhaps in the
near future, to purchase goods, we will only need to walk through a
specialised gate that will scan us and determine what goods and in what
amount we have taken, and the bank will automatically pay for them.
Have we faced challenges such as these in the past? Of course we
have. We have faced them in the 17th and 18th centuries; we have faced
them in the age of the industrial revolution, when many new machines,
like industrial looms, were invented, which led many people to complain
that machines are replacing human beings and that we should get rid
of them. But can we think of this as a solution? Not really, because we
cannot declare that ‘we should not invent new technologies and live
like we did before with the same jobs’. In the short term, it might give
us some gratification and possibly even secure a workplace for the time
being, but it is not a long term solution for either the world or a state.
I would also like to emphasise the role of IT and social networks.
The first challenge, which has also been emphasised by the experts of
the NATO Strategic Communications Centre of Excellence in Riga, is
that people seem to be lost in the modern socio-economic environment.
They seem to have difficulty understanding and explaining what is true
and what is false because of the massive amount of news and our limited
capacity to analyse and react to it in a short time span. For example,
rarely is it possible, in the span of two weeks, to get in touch with
experts, call together conferences, put together workgroups and provide
a professional and qualified answer. Instead, journalists opt to call and
ask questions, based on a ready-made plan of action.
Another reality of the 21st century that should be mentioned is the
protection of information. On the one hand, we would like to use as
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many new technologies in the field of politics as possible (like electronic
voting and referendums), but, on the other hand, there is the question
of how those systems are protected. There is the assumption that
everything that is done electronically will by default be more successful.
The side effects, including the negative ones, have to be thought through
very carefully.

Fragmentation and consolidation
The national and global political environments have drastically
changed. Europe does not stay out of these transformations. It looks
like we can observe two different directions – there is a fragmentation
tendency that concerns the economic and political environment, and
there are attempts to consolidate actors, organisations and processes
as a response to the abovementioned fragmentation. And we do
not know which of these ‘forces’ will prevail. In the case of political
fragmentation, we can observe it in the Scottish and Catalonian
referendums and also in the context of Brexit. As another example of
fragmentation, I could mention many different types of referendums.
For example, you could make a referendum on the construction of a
train station in a city, but it could have opponents who would rather
prefer that a park be built instead of the train station. But who, in this
case, is thinking about how the country will look like in 2050? If we
would have a park instead of the train station, are we really making the
correct choice for the future of the city?
Looking at Latvian politics with subjective criticism, we can also
observe tendencies of fragmentation. On the one hand, some groups
favour Macron’s proposal of collective European Union electoral
lists, demonstrating that politicians approach issues and search for
solutions from the European perspective and aim at favouring a
common European identity. But in fact, with this proposal, we could
achieve the opposite results. To quote Machiavelli: such an approach
can be described as a wishful thinking. Let us assume that a collective
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European electoral list is made. How can a Finnish voter decide which
German representative he should vote for? Will it bring this voter closer
to the political environment? Certainly not – it can only bring greater
alienation.
In the case of Latvia, let us assume (with bitter irony) that I am
standing for election to the European Parliament as a candidate from
one of the many Latvian parties – Liepājas party, Ventspils party,
Vidzemes or Latgales party or from a regional party union. It is of
course excellent that we have so many political initiatives in the regions,
but how can we formulate the collective interests of Latvia, if even
the coming together of all the aforementioned parties will lead us to
conclude that every one of them has its own interests and desires?

Conclusions
Of course, I am exaggerating this problem a bit. The biggest necessity
for us is to understand where we stand on the so called ‘happiness and
unhappiness’ axis. Human beings are usually unhappy when they see a
problem but cannot see a solution. Human beings can become unhappy
if they believe that they are the masters of their lives and that they are
able to determine all areas of their performance but then blame others
(including the state and politicians) when they do not succeed in the
end. Most probably, the formula for happiness should be searched for in
the cross-roads of cooperation between the state and individual. At first,
an individual needs to assess what resources are at his/her disposal in
terms of knowledge, skills and experiences. Secondly, the same refers to
the state’s capabilities (such as legislation, budgetary resources, policies
and others) that can be used for the benefits of society. After a socalled cost-benefit analysis, the members of society and policy makers
can jointly agree on actions that should be taken in order to achieve
‘happiness’.
When thinking about the European Union and the European
Parliament, I have to admit – we have enough hardships in finding
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ways to achieve the goals that are beneficial (for example, in the case
of migration). Regarding the formula for Latvia-2050, I would be
delighted to know what will be the challenges that the country will face
in the next twenty to thirty years; what will be the pool of resources
that Latvian society (and also Western society, whose influence in the
world is diminishing) will have; what tools of influence will Latvia have
in the world. When answers to the abovementioned unknowns will be
provided, the formula for Latvia’s development, stability, security and
sustainable independence will be found.
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Intermarium in the Context
of Polish Traditions of Thinking
about European Unity
1

PAWEŁ KOWAL

The idea of Intermarium is just as popular in Polish political thought as
it is difficult to define. Some commentators see it as one of the variants
of Józef Piłsudski’s federation’s idea, which was born at the beginning
of the 20th century and reached the top of its popularity after 1918. The
idea of the federation referred directly to the tradition of the First Polish
Republic from before the partitions of the country between Austria,
Prussia and Russia. Its essence consisted in the plan to create a federated
state composed of several entities: Poland, Lithuania, Ukraine and
Belarus. The conclusion in 1920 of the Riga Treaty with Soviet Russia
and the political acceptance by Józef Piłsudski of the status quo with the
Soviets practically closed the chance of its implementation.
From a historical point of view, combining the idea of Intermarium

with the project of a federal state is not justified. Intermarium should
be perceived more precisely – as a political programme consisting of
closer cooperation between the Central European states in a specific
political situation. In the Polish political tradition, Intermarium is
a separate idea, which was created at the turn of the 1920s and 1930s,
when the federation’s programme was no longer possible. In addition,
it was already clear that the political leadership of the Second Polish
Republic was willing to conclude a pact with the Soviet Union. The
countries necessary for the accomplishment of the federation, namely
Belarus and Ukraine, were part of the Soviet Union, and the relations
between Lithuania and Poland were almost hostile. Any attempt to
1

This article is based on the author’s text posted in issue 54/2016 of the semi-annual ‘Obóz’
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engage Ukraine into the Intermarium treaty would have to be read by
the Kremlin as a hostile act, and it was not something the authorities
in Warsaw would wish at the beginning of the 1930s. The federation’s
programme concerned the renewal of the tradition of the First Polish
Republic and was meant to include countries in which a significant
Polish minority could be found. The Intermarium programme was a
response to the failure of this idea and concerned a different territory
than the federation’s plan. It was in fact not its continuation but rather
a kind of response to the collapse of the federal political programme or
even an expression of disappointment.
In such conditions, Polish diplomacy in 1930 led to the formation
of a political alliance of agricultural Central European countries under
the name of Agrarian Bloc, which included Bulgaria, Czechoslovakia,
Yugoslavia, Romania and Hungary. The excellent specialist in this
period, historian Marek Kornat, shows that this project, expressing
in practice the idea of Intermarium, was politically weak and that the
economies of the individual countries that entered the Agrarian Block
turned out to be incompatible. Only the Czechoslovak and Polish
economies could complement each other, but, in this case, there was
not enough political trust between the elites of both countries. Not
negligible were the differences in the internal organisation of both
countries: Czechoslovakia remained a democratic state, while Poland
created its own variant of authoritarianism in the 1930s, ruled by the
Sanacja regime.
Good Polish-Romanian relations in the pre-war period did not
translate into strong economic ties. The idea to jointly set a commercial
policy towards the countries of Western Europe failed. The attempts
to institutionalise the Bloc by creating a secretariat or a cooperation
committee did not work out. The arrangements from Bucharest in 1933
concerned, apart from trading, plans for the abolition of war debts,
currency stabilisation, etc. For Poland, the conditions of creating the
interwar Intermarium were particular, marked by the certainty that the
federal project with its neighbours from the east was unreal, attempts
to respond to the effects of the great economic crisis and the deepening
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tendencies of economic nationalism. The abovementioned nationalism
was the basis for an idea announced a couple of years later by Józef
Beck: a Third Europe with the participation of Poland, Italy, Yugoslavia,
Romania and Hungary.
In the political sense, the interwar idea of Intermarium suited the
Polish ambitions of playing a greater role in integrating Central Europe.
From this point of view, there are some obvious similarities with the
idea of Intermarium from the second decade of the 21st century. A part
of the right-wing politics is disappointed with Ukraine, relations with
Lithuania are difficult and ideas of economic patriotism (which are the
modern embodiment of economic nationalism) are spreading. This is
the context for the current return of the idea of Intermarium among the
PiS politicians and the right-wing intellectual circles.
The idea of Intermarium, before being recalled in 2015, has already
returned to the Polish political debate twice. In 1942, the government
of Władysław Sikorski presented the idea of a close political agreement
with Czechoslovakia and even Yugoslavia and Greece, which,
according to this idea, were to conclude a kind of federal agreement.
However, the idea of Intermarium

was having its best in the 1980s
among the anti-communist opposition circles. At that time, variants
of close cooperation in central Europe after the expected collapse of
communism were analysed. This idea was less formalised and more
inclusive than the interwar Intermarium: this version of Intermarium,
promoted by the dissident publishing houses ‘Obóz’ and the magazine
‘ABC’, also included the idea of cooperation with Ukraine. These ideas
of the 1980s can be seen as background for the creation of the Visegrad
Group after the collapse of the Soviet empire. The question is how much
we can treat it as the next incarnation of the idea of Intermarium.

After 1989, in the Polish political thought, the Visegrad cooperation
was a kind of ‘small Intermarium’, a substitute for the implementation
of a wider plan. Traditionally, after 1989, the postulate of cooperation
within the Visegrad countries was a classic element of the right-wing
programme in the field of foreign policy. Therefore, the shift towards
cooperation in the region in 2015, resulting from the right-wing (Law
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and Justice – PiS) coming to power, is no surprise. The left wing and
Civic Platform (PO) have put more emphasis on cooperation within the
Weimar Triangle (France, Germany and Poland).
Andrzej Duda’s first activities as president (a trip to Estonia in
August 2015, consultations during the United Nations plenary meeting
in 2015 and, in particular, the visit of US President D. Trump in Warsaw
in the summer of 2017) indicated that the president intends to take
inspiration from the experiences of the inter-war period and develop the
idea of Intermarium in this spirit. The idea of Intermarium,

as it could
be seen in President Duda’s actions, was adopted in the region as a kind
of continuation of the policy of Lech Kaczyński, who died in 2010. It
was not entirely accurate, because Lech Kaczyński rather referred to the
ideas of Józef Piłsudski (of course modernised) and primarily promoted
cooperation with Poland’s eastern neighbours.
The example of Ukraine is particularly interesting from this point
of view. After a long consultation, it turned out that Poland’s partners in
reconstructing the idea of Intermarium

are not determined to involve
Ukraine in the project, despite the fact that it was exactly in Ukraine
that a positive response to the concept of ‘Intermarium’ appeared in
the expert circles as an answer to the question of how to strengthen the
security in the region.
From the point of view of the traditions of the idea of Intermarium,

the situation is somewhat similar to the interwar period: it is not
possible to quickly create strong economic ties with partners in
Central Europe, so they decide to change their political vectors. Each
of the countries in the region has its own interests and small issues –
if necessary, they pursue them on their own in Brussels, Berlin or, less
often, in Washington.
There are major political differences between countries in the
region. In the matter of EU policy towards Russia, Hungary and
Slovakia have almost openly distanced themselves from the Polish
approach. Paradoxically, it was the refugee crisis that led to the first real
Intermarium achievement – the majority of countries in the region were
sceptical about the plans of Brussels to relocate the refugees. Another,
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but no less important, was the joint statement of the countries of the
region against the construction of the Nord Stream 2 pipeline. However,
there was no unity in the context of the EU decision to extend the
sanctions against Russia in June 2016 – which once again confirmed
that the policy towards Russia is a difficult element for the Central
European states to decide upon. The coordination of preparations
for the NATO summit in Warsaw, begun during the visit of President
Duda in Romania, was not without significance from the point of view
of the Intermarium coordination. While today’s model of cooperation
on the scale of the whole EU does not suggest too many simple ways
for economic cooperation of the Intermarium countries, some specific
political initiatives are still successful. This limited dimension of
cooperation is clearly preferred by partners in the region.
It is worth paying attention to the geopolitical dimension of the
idea of the third Intermarium created in the anti-communist dissident
circles – which, because of its wider dimension, is best described as the
ABC idea. It was an idea for the Central European countries to become
independent from the USSR and, after its break-up, to also engage
Ukraine into cooperation. In the historical conditions of that period,
this meant a consistent distancing from the Russian imperial policy and
seeking an alternative to it. In 1993, the head of Russian intelligence
(Yevgeny Primakov), in a conversation with the Polish Deputy Minister
of Foreign Affairs (Andrzej Ananicz), accepted the fact of the future
enlargement of NATO but stipulated that he expected Poland not to
seek to create the Intermarium. The creation of such a bloc in the face
of Russia’s weakness would be perceived by the Kremlin as a hostile
act, especially since it was already obvious at that time that it would
consider not only the Baltic states but also Ukraine.
The fourth Intermarium, a contemporary variant of this old idea,
has lost its critical dimension to Russia. On the contrary, if it turns
out that it is a possible mechanism for criticising European Union
institutions, especially in view of the exit of the United Kingdom from
the Union, there will be a risk that the fourth Intermarium may prove
to be a mechanism for weakening the bonds within the EU. While it can
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be expected that Viktor Orban’s Hungary will join together with Poland
(if Poland would take such a role) in certain political actions directed
against EU institutions, nothing indicates that Hungary intends to
quickly change the already established vectors of economic cooperation,
including the one with Russia in the field of energy. If the Intermarium
is to be understood as the coordination of the implementation of
selected topics in the EU or NATO forums, if it is to be a way to take
a common position on the crisis with refugees, this idea is good as it is
relatively modest for the announced new political line.
On the other hand, it is precisely the restraint and self-limitation of
today’s Intermarium that can constitute its essential asset. This would
mean that the new idea of Intermarium

does not suggest that Poland
would become the leader of the region, because this goal seems to be
unrealistic. This is unrealistic, among other reasons, due to the lack of
an idea for its economic strengthening and the independence of this
vast region – the more so because certain facts have already happened.
The development of the region in the post-communist period was
based on transfers of funds from international institutions, where
the key voice was taken by the US and later by the EU. So, no kind of
Central European Benelux can be found without its own resources, i.e.
a well-established tradition of multidimensional cooperation in recent
decades, especially in opposition to the main donors. Also, historical
experience does not give too much hope for this cooperation.
Poland is, paradoxically, too large for organising effective
cooperation in the region: it is outstripping and exceeding all potential
participants of cooperation taken together, which is why they obviously
have trouble recognising us as a partner, who will treat others on an
equal basis. At the same time, Poland does not have a sufficient position
to play the role of a leader, and there is no policy that could take on the
role of a supranational leader in such cooperation. There are politicians
in Central Europe with the ambitions of leaders, like Hungarian Prime
Minister Viktor Orban, Lithuanian President Dalia Grybauskaite or
the new president of Romania, Klaus Iohannis, but none of them has a
chance to be recognised as a leader beyond his or her own country.
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Looking realistically, the participation of Ukraine is of key
importance for the strengthening of the region, if only this country –
hopefully – succeeds in the process of the post-Maidan reforms.
Therefore, although Ukraine will not be member of the EU in the near
future, it is difficult to consider Central European cooperation in the
dimension of Intermarium without Kiev. The problem is that for a few
potential actors of the fourth Intermarium, Kiev is not a dream partner,
and even Ukraine itself, in its European policy after Maidan, orientates its
activities above the region of Central Europe and focuses on direct links
with Berlin or Paris without a regional context. On the one hand, the
Ukrainian elite treat Poland as the closest strategic partner, and Warsaw
awakes much more sympathy in Kiev than a few years ago; on the other
hand, this relation is not made for ‘more serious’ issues. When it comes to
negotiating peace conditions in the region and addressing ‘hard security’
issues, Poland, being the only EU country bordering both sides of the
conflict (Russia and Ukraine), does not participate in key arrangements.
And this is not only due to the sluggishness of the Polish government in
taking a position on the military support of Ukraine in 2014.
In the Central European / Intermarium circle, there is no possibility
of joint planning in terms of strategic cooperation, which could be
clearly seen in the context of events in Ukraine. Hungary’s attitude
towards this conflict was nuanced in the sense that it did not close the
cooperation of the region’s states in many different fields within the EU,
but it paralysed the chances of creating joint plans for the security of
the region, because they would be fiction without a clear assessment
of Russia’s policy in Ukraine. Just like in the energy sector (with the
exception of Hungary’s criticism of the Nord Stream 2 pipeline),
which is crucial from the point of view of Poland’s security and the
development of our economy, Polish-Hungarian joint goals have
dispersed; it’s just that nobody says it explicitly. The maximum that
can be achieved is a consultation during which everyone states their
position, so as to not be surprised at the table in Brussels. Building
a community, also a Central European community, means that, as
in the EU, everyone gets something but at the same time makes some
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compromise. Meanwhile, the Central European calls for joint actions
are incompatible with anachronistic selfishness, which funds new
political trends in the countries of the region and is in opposition to the
‘help’ policy of the EU, but it applies in every other relationship – also
between the countries of the region.
When building cooperation in Central Europe, it would be
most effective to give up historical costumes. There is no point in
returning to the old projects – terms such as ‘Jagiellonian politics’ or
‘Intermarium’ are sometimes helpful in a short story on what we care
about or in presenting a given idea, but most often they recall old traces
that do not match the details of reality. What seems well suited for
communicative purposes ends up being a factual mistake and leads to a
misunderstanding as to the essence of the matter.
The contemporary project of Intermarium, promoted by Poland,
also requires meeting certain conditions related to consolidation
in internal politics. Before Poles start to look for who is guilty for the
failure of Intermarium, they have to ask themselves why Central
European cooperation does not work and does not bring any
spectacular successes. Do we have any ideas for strengthening economic
ties between the countries of the region? Are we able to recognise
that Ukraine has a chance of success in reforms, and can we not only
write tragic scenarios? Can we see Ukraine not only as a client who
counts on our ‘advocate’ services in the EU but also as a partner? Do
the supporters of Intermarium have an offer for Lithuania, Latvia
and Estonia that would encourage these countries to fully join the
joint interim team? Do we have a way to build lasting trust between
Slovakia and Hungary? Do we have a long-term plan of cooperation
with Romania and its ambitious president, Johannis? Can we persuade
the Visegrad countries that there is no way to ensure the security
of the region without the full involvement of Ukraine and that it will
not be there if we are not with it now when it has been the victim of
aggression? The most important question, however, is the extent
to which the idea of the
 Intermarium will be in harmony with the
objectives of the European Union as a community.
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2015 brought a renaissance of the idea of Intermarium in Poland,
and the subsequent years have allowed this idea to be clarified from
the point of view of its implementation, which is to be based on
infrastructure projects. It was also possible to get some political support
for the idea in Washington and even a demonstrative expression of this
in the visit of the US President in Warsaw. However, the Intermarium
idea is still waiting for practical implementation and refinement of
many concrete proposals.
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Ukraine 100 Years Back and After:
a Difficult Return
to the European Family
NATALIYA GUTOROVA, VITALII PASHKOV

Ukraine 100 years ago. This country did not have its own statehood
and was divided between two neighbouring empires – the Russian and
the Austro-Hungarian. At the same time, Ukrainian lands occupied
an area of more than 700,000 km2 and had a population of more than
48 million people, of whom 33 million people (2/3 of the population)
were Ukrainians. For comparison, the territory of modern Ukraine
is 603,628 km2, while the controlled territory (without the occupied
territories of Crimea and certain districts of the Donetsk and Lugansk
regions) is about 557,500 km2. In 2017, the population of Ukraine has
also significantly decreased and, without taking into account the
occupied territories, is about 42.5 million people.
Looking back at the events of 100 years ago, the question arises: did
Ukraine have the opportunity to gain independence by creating its own
strong democratic state, and if so, why was this chance missed?
The First World War, the economic crisis, the Russian bourgeois
revolution (February 1917) and the 1917 Bolshevik upheaval in
St. Petersburg (October, November by the new style) led to the collapse
of the Russian and Austro-Hungarian empires, both of which included
Ukrainian lands. The Ukrainians, like other European nations whose
territories were the part of these empires, had the chance to create their
own independent state. Unfortunately, the people of Ukraine failed to
take advantage of this chance.
The struggle of the Ukrainian people for their national liberation
during 1917–1921 went down in history as the Ukrainian National
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Democratic Revolution. During this period, The Ukrainian People’s
Republic was proclaimed – first as a subject of the federation jointly
with the Russian Republic (November 1917) and then as an independent
state (January 1918). We also had the Ukrainian State under the
protectorate of Germany (April–December 1918) and The Western
Ukrainian People’s Republic (late 1918 – early 1919).
Unfortunately, the Ukrainian people’s struggle for national
liberation during this period did not lead to the creation of its own
independent state. On the one hand, the Bolshevik state, created
on the ruins of the Russian Empire, viewed Ukraine as a vital source
of raw materials and human resources. Therefore, the war against the
independence of Ukraine was fierce and extremely cruel; all forces
and means were used. For the Bolsheviks, Ukraine’s independence
was seen as a collapse of the state, which they could not allow to be
possible. On the other hand, at that time, Ukraine did not have a
strong leader who had the necessary support of both society and the
political and military elite. Internal contradictions and the struggle for
power among Ukrainian leaders led to the weakening of the national
liberation movement. An important factor was the lack of support from
neighbouring European countries, which feared the creation of the new
strong European state that Ukraine could become.
As a result, the chance to gain independence and build a democratic
state was lost a hundred years ago. Most of the Ukrainian lands came
again under Russian control. The Ukrainian Soviet Socialist Republic
was created and became part of the Union of Soviet Socialist Republics.
The defeat of the Ukrainian National Democratic Revolution of
1917–1921 had catastrophic consequences for Ukraine. The Russian
communist government did everything possible and impossible to
destroy the basis of the Ukrainian nation. They wanted to make it weak
and helpless, mainly consisting of marginal elements and feeble people
who are ready to mindlessly execute any commands of the Empire.
It is known that people who are freely loving, hardworking,
educated and able to fight for their rights represent a huge danger for
imperial ambitions. What to do to achieve complete, unconditional
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submission of these people? The recipe is known - it is necessary to
destroy the elite and the middle class, use young people as ‘cannon
fodder’ in conducting military operations, intimidate the remaining
population and bring opportunists and traitors to power. It was this
scenario that the Russian communist government was trying to
implement.
In the beginning, there was a ‘red terror’ aimed at destroying the
Ukrainian elite. The first step was the brutal killing of representatives
of the economic elite, officers, intellectuals and students in the first half
of 1918 after the invasion of Kiev by the Russian detachments of the Red
Guards under the command of Mikhail Muravyov. In a short time, as a
result of the massacres that he organised, nearly 3,000 Ukrainians that
were opponents to the Bolshevik regime were killed. Most executions
were undertaken without any trial, formation of any protocols or lists
of victims. They were characterised by exceptional cruelty. In fact, the
Red Terror of Ukrainians continued until the mid-1950s. As a result, the
Ukrainian gene pool suffered a huge damage that cannot be rectified.
The next blow came with forced collectivisation of agricultural
producers. Ukrainians, having in their potential huge areas of the
best black earth in Europe, traditionally created successful individual
family farms in the production of agricultural products. The bulk of
the Ukrainian ‘middle class’ was concentrated in this area. Realising
this, the Russian communist government decided to destroy this part
of the population. All property belonging to farmers and members
of their families was forcibly seized; farmers were killed or placed in
concentration camps. In addition, more than 1 million rich peasants
were forcibly relocated from Ukraine to remote areas of the Soviet
Union for the development of Siberian and northern Russian lands.
Despite all these atrocities, the villagers did not fully comply. Then
the communist government resorted to extreme measures - the artificial
mass famine of 1932–1933 was organised. In fact, it was the genocide
of the Ukrainian people. According to various experts, 4 to 10 million
Ukrainians living in rural areas died as a result of these actions. The
national liberation movement was suppressed. After these events,
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low-professional and low-income residents of the Central regions of
Russia were resettled in those Ukrainian villages that died out as a
result of famine. Such migration significantly influenced the ethnic
composition of the population of the central and southern regions of
Ukraine.
Huge and in many cases artificially created were the losses of
Ukraine in the Second World War. The data of various studies on
the number of dead servicemen, prisoners of war and civilians vary
considerably, but the total losses are estimated to exceed 10 million
people. In relation to the general losses of the Soviet Union, Ukraine’s
losses are estimated at 40–44%. It should be noted that, according
to the census of 1939, only 18.3% of the total population of the USSR
lived in the territory of the Ukrainian SSR. Every fifth Ukrainian was
killed in the war. From declassified archives, today it is clearly seen
that the communist government did everything possible to ensure that
Ukrainians were the first lines of defence and offense and that they were
killed first. As a result, only 3% of Ukrainian servicemen who were
drafted into service in 1941 survived.
In 1939, the western Ukrainian lands were captured by the
Soviet Union. Immediately after this, repression began against the
patriotic population of the western part of Ukraine. These repressions
continued after the Second World War. In 1944–1952 alone, more
than 1,500 families and more than 180,000 people were evicted from
the Ukrainian lands. After the Second World War, not only ethnic
Ukrainians but also Germans, Tatars, Jews, Greeks and other nationalities
were evicted from their homes in Ukraine and forcibly moved to remote
regions of Siberia, Kazakhstan and other places. Most of them died
during the move or soon after arriving to unsuitable conditions. In the
beginning of the sixties, a new wave of emigration of young people from
Ukrainian lands began.
The communist government conducted organised employment
of Ukrainian young people for construction and work at industrial
facilities in Siberia and for development of virgin lands in Kazakhstan.
Such a massive emigration from the territory of Ukraine significantly
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influenced the natural growth of the population, not only during the
years of this migration but also in the future.
The next demonstration of the imperial policy towards Ukraine was
the use of Ukrainians during the war of the USSR in Afghanistan. Out of
160,000 Soviet soldiers, one in four was from Ukraine; 3,336 Ukrainian
soldiers were killed, and more than 8,000 Ukrainians were injured.
On August 24, 1991, after the collapse of the USSR, Ukraine
proclaimed state independence. Legally, a sovereign, independent
Ukrainian state was created, but in fact, it was impossible to completely
free itself from the imperial influence of neighbouring Russia. On the
part of Russia, fierce attempts were made to regain the rich natural
and human resources of Ukraine within its sphere of influence and to
prevent Ukraine’s real independence and entry into the family of free
European nations. The means used for these purposes were very diverse:
the destruction of the economy and the financial system of Ukraine; the
artificial creation of dependence on Russian energy carriers and other
products; an aggressive ideological war in the media; the creation and
financing of pro-Russian political organisations; the unjustified hysteria
in connection with the pseudo-protection of the Russian-language
population; intelligence activities and the introduction of their own
agents at all levels of government, including higher echelons of power;
consistent actions to destroy the national-security system.
As we can see, over the past hundred years, everything was done to
ensure that Ukraine lost its real statehood and did not have the slightest
chance to return to the family of free European nations. Nevertheless,
the people of Ukraine stood up and, despite all the difficulties, have
shown and are now showing their true will. The revolutionary events
of 2004 and 2013–2014, which went down in history respectively as the
Orange Revolution and EuroMaidan, are evidence of this. Attempts
by pro-Russian politicians to change the course of history and, instead
of real development of a democratic European state, to return to the
authoritarian pro-Russian regime resulted in a change of state power.
Unfortunately, Ukraine has paid a high price for its European
aspirations. The Russian empire, unwilling to reconcile itself with its
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own defeat and the loss of influence on Ukraine, used the methods
previously tried in Moldova and Georgia – the unleashing of military
operations and the subsequent alienation of territories. In 2014, Ukraine
lost Crimea and has been forced to conduct military operations in the
east since then, carrying out the confrontation of one of the strongest
armies in the world. Just as over 100 years ago, the cost of independence
and the European aspirations of Ukraine has been the lives of its
patriots.
In conclusion, it should be noted that the 100-year experience
of the struggle of Ukrainians of all nationalities for the assertion of
democratic and European values shows that, despite the huge losses and
unequal opposition to strong and extremely cruel enemies, nobody will
be able to break Ukraine. No matter how difficult this path and however
great the losses have been, Ukraine was, is and will be a democratic
European state.
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A Comparative Analysis
of Attitudes and Strategic
Responses of the EU28
to the Kremlin’s Hostile
Influence Operations
JAKUB JANDA, MONIKA L RICHTER

In May 2017, the European Values Think-Tank published the first
version of a comprehensive report detailing the attitudes, policies
and countermeasures of the EU28 to the Kremlin’s and its proxies’
hostile influence operations.1 In the four years since Russia’s invasion
of Ukraine and subsequent annexation of Crimea, the Kremlin has
undertaken increasingly aggressive measures across the cyber- and
information space to destabilise the Euro-Atlantic alliance and its
institutions, undermine national democratic processes in the region
and fuel civic discord by encouraging the circulation of populist,
Eurosceptic and generally anti-Western sentiments. The Kremlin’s
approach to this end is sophisticated and highly variegated: its
influence strategies for individual countries are ‘tailor-made’ and
involve ‘a tactical combination of actors and drivers’ to exploit each
country’s unique national context.2 Few European countries, if any,
have been spared some measure of these interference efforts, whether
1

2

See: Janda, J., Veronika Víchová, Monika L Richter, Ilyas Sharibzhanov and Jakub Fišer,
Overview of Countermeasures of the EU28 to the Kremlin’s Subversion Operations
(Prague: European Values Think-Tank, 2017). Available at: http://www.europeanvalues.
net/wp-content/uploads/2017/05/Overview-of-countermeasures-by-the-EU28-to-theKremlin%E2%80%99s-subversion-operations.pdf
Conley, Heather A., James Mina, Ruslan Stefanov and Martin Vladimirov, The Kremlin
Playbook: Understanding Russian Influence in Central and Eastern Europe (Washington,
DC: Center for Strategic and International Studies, 2016). Available at: https://www.csis.org/
analysis/kremlin-playbook

Europe After 100 Before iekslapas.indd 63

12. april 2018 10.17

64

EUROPE. AFTER 100 BEFORE

at the hands of the Russian Federation itself or domestic pro-Kremlin
proxies (e.g. political parties, politicians, media, business elites, etc.).
While the tide of political and public opinion has been slow to shift –
in some states more so than others, based on their geographical
location vis-à-vis Russia and national experience with Kremlin-linked
subversion operations – the consensus view today amongst (most)
European elites is that Russian malign influence poses a grim national
security threat to the states of the Euro-Atlantic community and
accordingly necessitates a decisive and operational counterstrategy
broadly aimed at a) deterring future Russian aggression and b)
cultivating national resilience against the threat.
However, despite the now-mainstream acknowledgement of
Russia’s menace to European security and the liberal-democratic
institutional order, only a handful of countries thus far have
successfully implemented comprehensive counterstrategies to
defend themselves against the Kremlin’s informational and cyber
incursions. The rest of the EU remains worryingly vulnerable: in
the majority of European states, operational efforts to counter the
Russian threat remain nascent and in some cases have not even
gotten off the ground due to various domestic obstacles (e.g. lack
of political will, pro-Kremlin political opposition, other national
security priorities, etc.).
In light of these discrepancies in strategic capabilities, together with
growing political and public demand for a coordinated international
response to Russia’s aggression, we decided to conduct a study that
would describe and assess the specific policies and countermeasures
(or lack thereof) adopted across the EU28 in response to the Kremlin’s
hostile influence operations. Specifically, we sought to summarise
how individual EU member states are reacting to the threat within
three specific domains: 1) the government and political establishment,
2) the intelligence community and 3) the non-governmental and civic
sector. The resulting report, which we have adapted for this article,
provides a comprehensive comparative overview of the extant state
of play in Europe, identifying common strengths and weaknesses
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between countries and, most importantly, providing concrete policy
recommendations for security and defence advancement based
on specific regional and group trends. The next section describes
our method and analytical framework, followed by a summary
of key findings. The last section concludes with a series of policy
recommendations based on best practices.

Method and analytical framework
The findings of our report were based on a qualitative analysis
of numerous materials, including national strategy documents,
government and official statements, media analyses and independent
expert data from the EU28 that we used to identify the unique
approach and priorities of each state’s foreign, security and defence
policy vis-à-vis the Russian threat.3 Our analysis focused on
content related to the influence of foreign powers, cybersecurity,
disinformation, counterintelligence activities and media literacy
initiatives. Using open-source, online and academic sources, the
Kremlin Watch research team examined all available data on
government policy proposals and countermeasures (both planned
and implemented), as well as evidence of their effectiveness. We
also made use of insider expertise available to us through our
cooperation with numerous institutions and organisations in the
countries under review, in order to verify the most effective national
developments and local response initiatives. Based on this work,
the research team compiled country profiles detailing the state of
play in each member state across three domains: 1) the government
and political establishment, 2) the intelligence community and
3

We are in the process of updating the original report to reflect recent developments in the
EU28 with newer editions of strategy documents and statements, newly established policies
and insider interviews. This updated version will be published in spring 2018. The findings
presented in this article generally follow those of the original report, with some minor
additions. Of course, given that the state of play is evolving week to week, we acknowledge
that our analysis is not exhaustive and does not fully account for all latest developments.
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3) the non-governmental and civic sector.4 Finally, the analysis was
consolidated into a typology that grouped the 28 member states into
six categories based on the vigour of their response to Russian hostile
influence and disinformation operations.
These six ideal types, the study’s chief methodological contribution,
were defined according to a rating system based on three qualitative
measures determined for each state: 1) political acknowledgement of the
threat by state representatives, 2) government strategy and operational
countermeasures and 3) the response of the intelligence community.5
The tables below define and operationalise the scale for each of three
measures. Based on each country’s total score – the sum of all three
measures – we generated an overall symbolic ranking and grouped the
EU28 into the following six categories, based on their awareness of and
response to the Russian threat:6
1. Group A: The Full-scale Defenders
2. Group B: The Cognizant
3. Group C: The Mildly Concerned
4. Group D: The Hesitant
5. Group E: The Ignorant
6. Group F: The Kremlin Collaborators
This categorisation serves as the basis of our conclusions and
furthermore structures our policy recommendations based on
individual states’ experience with countering Russian malign influence
and the defence capabilities vital to that end. These recommendations
4

5

6

In the battle against Russian influence, the civic sector is an important pillar of defence.
Government support of and coordination with private initiatives and civilian advocacy
groups is a vital element of a state’s comprehensive defence strategy. For this reason, we
included the activities of the civic sector as a separate category.
While we understand that counterintelligence work by nature cannot be conducted in public
view, we maintain that it is a matter of civic duty for state intelligence agencies and security
services to issue public warnings about urgent national security threats, e.g. in their annual
reports or statements on leadership. Unless otherwise indicated, these are the documents
used in our research to assess the response of each state’s intelligence community.
Each country’s score for the three qualitative measures was determined through careful
assessment by the Kremlin Watch team based on the research undertaken for the country
profiles as well as expert feedback from each country (where available) based on the criteria
of the rating scale.
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follow the experiences and best practices of the EU countries that
are most advanced in countering Russian influence efforts and
disinformation campaigns.
As an aside, it bears mention that typological studies are by nature
reductive and do not fully account for the nuances and complexity
of individual cases. Nevertheless, the identification of regional and
group trends, common challenges and demonstrated best practices is
a valuable exercise for obtaining a deeper understanding of both the
threat in question as well as the most effective palliative policies and
response strategies. A considerable advantage of the framework is that
it can be updated and used to re-evaluate states’ responses to Russian
malign influence as they evolve over time.

Operationalisation of the rating scale:
Table 1: Political acknowledgement of the threat
Rating

0

Description

Symptom(s)

Criteria

Collaboration
with hostile
foreign influence

Governing politicians
are receptive to Russian
influence and cooperate
with the Kremlin

Evidence of cooperation
between governing
politicians and hostile
foreign agents; prevention
of any state response to
the threat

Threat denial

A critical majority of
governing politicians
deny or systematically
downplay existence of
the threat

Government prevention
of any state response to
the threat

Threat partially
admitted

While individual
governing politicians
admit existence of the
threat, the majority are
reluctant to do so

Government permits low
scale ad hoc initiatives by
individual state experts,
but does not proactively
pursue any substantive
policy

1

2
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Rating

Description

Symptom(s)

Criteria

Government
admits the threat

The majority of
governing politicians
admit existence of
the threat and enable
individual government
bodies to begin pursuing
initial responses underthe-radar

Individual government
ministers pursue the
development of policy
responses; specific
countermeasures are
either in planning or have
already been practically
implemented; there is
agreement on political
direction within the
government

Government
pursues policy
countermeasures

The governing
establishment openly
admits existence of
the threat and pursues
development of a
national defence system
to counter hostile foreign
influence operations

The government
takes a proactive
approach to defence
and explicitly tasks its
security institutions
with developing a
comprehensive policy to
counter the threat

All-government
policy
countermeasures
in place

There is unanimous
agreement within the
governing establishment
about the existence and
severity of the threat;
policy development
and implementation are
coordinated among all
levels of government

Complex and extensive
defence initiatives have
already been effectively
implemented at different
state levels without
any significant political
setbacks

3

4

5

Table 2: Government strategy and countermeasures
Rating

Description
Collaboration

0
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The government abets
the spread of Russian
disinformation and
hostile influence, either
from conviction or for
opportunistic reasons

Criteria
The government adopts
measures that limit
state resilience against
Russian influence and/or
enable the fulfilment of
the Kremlin’s goals (e.g.
limiting press freedom,
collaborating with
extremist parties, etc.)
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Description

Symptom(s)
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Criteria

Ignorance

The government is
not concerned with
disinformation and
influence operations; it
does not consider them a
threat and takes no steps
to counter them

The government makes
no indication that it
recognises Russian
disinformation and other
hostile foreign influence
operations to be a threat

Partial initiatives
in some areas

The government adopts
a few limited initiatives to
counter disinformation
and hostile foreign
influence operations,
though the effectiveness
of these measures is
questionable

One or a few departments
of the state administration
indicate concern about
disinformation or other
influence operations
and take steps to
counter them, though
their focus is typically
limited to a particular
problem or domain (e.g.
cybersecurity, media
literacy, etc.); a lack of
resources or political
support prevents these
initiatives from being fully
efficient
The state has a
representative in at least
one international body
dedicated to countering
disinformation operations,
though it does not
have a sophisticated or
coordinated policy in
place domestically

1

2
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Rating

Description

Symptom(s)

Criteria

Sophisticated
initiatives in some
areas

The government adopts
a few more ambitious
initiatives to counter
disinformation and
hostile foreign influence
operations; these are
widely supported and
show efficiency

One or a few departments
of the state administration
indicate concern about
disinformation or other
influence operations
and take steps to
counter them, though
their focus is typically
limited to a particular
problem or domain (e.g.
cybersecurity, media
literacy, etc.); sufficient
resources and political
support deliver positive
results
The state has a
representative in at least
one international body
dedicated to countering
disinformation operations

Initiatives
launched in all
areas

The government adopts
initiatives at various levels
of state and in all relevant
departments, though
a lack of coordination
and efficiency remains
problematic

All relevant departments
of the state administration
have adopted
programmes for strategic
communication,
comprehensively
targeting the crucial
impact areas of hostile
interference and
subversion; however,
these programmes are
not fully efficient due
to resource shortage or
poor coordination
The state actively
supports (financially and/
or logistically) at least
one international body
dedicated to countering
disinformation operations

3

4
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Rating

Description
Sophisticated
initiatives in all
areas

71

Symptom(s)

Criteria

The government has
adopted and refined
initiatives across all levels
of state and in all relevant
departments, with highly
positive results

All relevant departments
of the state
administration have
adopted sophisticated
programmes for strategic
communication,
comprehensively
targeting the crucial
impact areas of
hostile interference
and subversion; these
programs are efficient,
well-funded and highly
coordinated, delivering
impressive results
The state actively
supports (financially and/
or logistically) at least
one international body
dedicated to countering
disinformation operations

5

Table 3: Counterintelligence activities
Rating

Description

Symptom(s)

Criteria

Collaboration

The intelligence services
take steps that limit
the country’s ability to
counter hostile influence
operations

Cases of unlawful
investigation, attacks
on domestic journalists,
threats against the local
population and other
similar incidents evince
uninhibited Russian
clandestine activity in the
country

Ignorance

The intelligence services
are wholly unconcerned
with hostile influence
operations

The intelligence services
do not express concern
about hostile influence
and subversion; they do
not name disinformation
or other influence
operations as national
security threats in public
reports or statements

0

1
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Rating

Description

Symptom(s)

Criteria

Acknowledgement of the
threat

The intelligence services
recognise that the
threat exists but do not
consider it a national
security priority

The intelligence services
briefly acknowledge the
threat of hostile influence
and subversion operations
in their public reports
and/or statements;
they do not describe or
analyse the issue in any
meaningful way

Understanding
the threat

The intelligence services
recognise the threat
of hostile foreign
influence and have a
reasonable grasp of
how disinformation and
subversion operations
are conducted in the
country

The intelligence services
address in detail the threat
of hostile influence and
subversion operations in
their public reports and/
or statements, analysing
the issue and identifying
channels, perpetrators
and motives

Occasional
interference

The intelligence
services recognise and
understand the threat;
in one or a few cases,
they have taken direct
action to counter
disinformation and/
or hostile influence
operations

Beyond a detailed
description and analysis
of hostile influence
operations in public
reports and/or statements,
the intelligence services
occasionally pursue
specific security-related
incidents (e.g. uncovering
Russian spies, investigating
disinformation campaigns,
etc.)

Active countering

The intelligence
services recognise
and comprehensively
understand the threat;
they act systematically to
counter hostile influence
operations

The intelligence
services consider hostile
influence and subversion
operations to be a national
security priority and
undertake systematic
countermeasures,
including regular
investigations of Russian
connections in the country,
training programmes for
public officials and/or
cyber defence strategies

2

3

4

5
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Findings
The summary of our findings, visualised as the ranking of the
EU28, is presented in Table 4 below. The Kremlin’s hostile influence
operations – including disinformation campaigns, cyberattacks
and sponsorship of domestic pro-Kremlin proxies and disruptive
forces, amongst other tactics – have raised major red flags in at least
12 European states (Groups A and B): namely Lithuania, Latvia,
Estonia, Sweden, Poland, the United Kingdom, Germany, the
Czech Republic, Finland, Romania, the Netherlands and Denmark.
Although there are significant divergences in capabilities and policy
implementation between these states (for example, the Baltics have
highly developed whole-of-government approaches to the threat,
including coordination with civil society, while states like Germany
and Romania remain dogged by pro-Kremlin special interests
in politics and business that complicate their counterstrategy
development), there is a shared sense amongst key elites and state
agencies that Russian malign influence efforts are of paramount
national security concern.
Four of these states (Group A) consistently demonstrate the
highest levels of pre-emptive activity, resilience and preparedness
in face of the Russian threat, largely due to their uneasy historical
experience with Russia: specifically, the three Baltic states and Sweden.
The other eight countries (Group B) underwent a major strategic shift
or ‘awakening’ in their defence priorities after Russia’s annexation of
Crimea and are now approaching the forefront of the European fight
against Russian malign influence efforts. However, their strategies
are not fully developed across the board and suffer from a lack of
coordination. Three additional member states (Group C) – Belgium,
Spain and France – also acknowledge the threat of Russian influence
but thus far have not undertaken any concrete steps to mitigate
these efforts on their soil. Belgium recognises the menace of Russian
subversion activities abroad (i.e. Ukraine) but does not treat it as a
national security threat. Spain and France were both alerted to the

Europe After 100 Before iekslapas.indd 73

12. april 2018 10.17

74

EUROPE. AFTER 100 BEFORE

threat in 2017, following Russian disinformation campaigns during
the Catalan independence referendum and French presidential
election, respectively, but also have not yet formulated concrete
countermeasures.
The remaining EU28 do not treat the Russian threat with the
urgency it deserves. Three countries have partially acknowledged
the threat but otherwise turn the other way (Group D), either due to
geographic distance and historical neutrality vis-à-vis Russia (Ireland)
or due to pressure from domestic pro-Kremlin political forces and
longstanding cultural sympathies (Italy and Bulgaria). Eight countries
actively continue to ignore and/or deny the existence of Russian
aggression for various domestically-motivated reasons (Group E):
namely Hungary, Austria, Croatia, Luxembourg, Malta, Portugal,
Slovakia and Slovenia. Finally, on the far end of the spectrum are the
‘Kremlin collaborators’ – states that not only fail to resist Russian
influence efforts within their countries but indeed often act in favour
of the Kremlin’s interests. We identify two such states (Group F):
Greece and Cyprus. Greece has long been one of the Kremlin’s major
Trojan horses within the EU, opposing measures that could alienate
Russia and often advocating for the Kremlin’s interests in Brussels.7
Moreover, Greece’s turbulent relations with the EU, stemming from
its economic and financial crisis and frustration with EU-imposed
austerity measures, have inspired the Greek leadership to court
Russia for aid as well as purposes of national leverage.8 In 2016, the
Greek government signed an arms deal with Russia to manufacture
Kalashnikov rifles, justified on grounds of preventing the collapse
of Greece’s defence industry, despite vocal concerns from NATO.9
7

8

9

Kounalakis, Markos and Antonis Klapsis, ‘Greece: Still the EU’s weak link?’ in The
Kremlin’s Trojan Horses 2.0 (Atlantic Council, 2017), pp. 5–10. Available at: http://www.
atlanticcouncil.org/images/The_Kremlins_Trojan_Horses_2_web_1121.pdf
Williams, Carol J., ‘Russia and Greece consider collaborating to circumvent Western
sanctions’, Los Angeles Times, 21 June 2015. Available at: http://www.latimes.com/world/
europe/la-fg-greece-russia-europe-20150621-story.html
Coughlin, Con, ‘Nato’s united front under threat after Greece signs arms deal with Russia’,
The Telegraph, 8 July 2016. Available at: http://www.telegraph.co.uk/news/0/natos-unitedfront-under-threat-after-greece-signs-arms-deal-wit/
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The Cyprian government, likewise, does not perceive Russia as a
threat to national security, in part because Moscow has historically
supported Cyprus’s territorial integrity. Moreover, Cyprus is an
offshore haven favoured by Russians; the island is also a popular
destination for Russian tourists and is home to approximately 40,000
Russian nationals. Due to the two countries’ economic ties, Cyprus
has opposed EU sanctions against Russia. Despite this favouritism,
however, Cyprian Greeks have grown wary over the last year that
the Kremlin ‘is using social and mass media, as well as ties to fringe
nationalist parties and the Greek Orthodox Church’, to undercut
settlement talks between the EU and Turkey.10
Table 4: Ranking of the EU2811
Political
acknowledgement of the
threat

Government
strategy and
countermeasures

Counterintelligence
activities

Total

Cyprus

0

0

0

0

Greece

0

0

0

0

EU28

Group F:
The Kremlin
Collaborators

Group E:
The Ignorant

Group D:
The Hesitant

10

11

Hungary

1

0

1

2

Austria

1

1

1

3

Croatia

1

1

1

3

Luxembourg

1

1

1

3

Malta

1

1

1

3

Portugal

1

1

1

3

Slovakia

1

1

1

3

Slovenia

1

1

1

3

Ireland

2

1

1

4

Italy

1

2

1

4

Bulgaria

2

1

2

5

Stefanini, Sara, ‘Cyprus fears Russia could wreck reunification’, Politico, 12 January 2017.
Available at: https://www.politico.eu/article/cyprus-fears-russia-could-wreck-reunification/
This ranking is up-to-date as of May 2017.
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Political
acknowledgement of the
threat

Government
strategy and
countermeasures

Counterintelligence
activities

Total

Belgium

2

2

2

6

France

3

2

1

6

Spain

2

2

2

6

Denmark

3

3

2

8

Netherlands

3

3

3

9

Romania

3

3

3

9

Finland

3

4

3

10

Czech
Republic

4

3

4

11

Germany

4

3

4

11

UK

4

4

4

12

Poland

4

3

5

12

Sweden

4

4

4

12

Estonia

5

5

5

15

Latvia

5

5

5

15

Lithuania

5

5

5

15

EU28

Group C:
The Mildly
Concerned

Group B:
The
Cognizant

Group A:
The Full-scale
Defenders

Trends and setbacks
In the majority of the EU28, a considerable gap remains between
mere political or government acknowledgement of the Russian threat
and the development of operational and effective countermeasures.
Strong rhetoric condemning Russian aggression and influence
efforts carries little to no political cost, which is why it is heard
often, even from leaders of states that otherwise ignore the problem.
Adopting concrete steps towards a solution, on the other hand,
poses a far greater challenge. The implementation of a viable
counterstrategy at the state level importantly requires the presence
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of multiple factors, including (at least partial) political consensus,
robust democratic institutions and civic support based on awareness
of the threat. Developing a pan-government response demands the
commitment of all major political parties and government agencies,
as well as their active resistance against domestic or Kremlin-linked
obstacles.
In particular, two regions within the EU demonstrate how
this coordination can work successfully in practice, albeit across
slightly different domains. First, as mentioned above, the Baltic
states lead by a considerable margin as Europe’s most successful
defenders against Russian aggression and influence efforts. Their
competences in this regard are the upshot of their geographic
proximity to Russia, their negative historical experiences
with Russia during and after the Cold War and their sizeable
Russian minorities (often, Russian-speaking populations in
other countries are a preferred target of the Kremlin’s foreign
policy). Lithuania, Latvia and Estonia have accordingly developed
dynamic countermeasures against Russian influence efforts and
cyberattacks, often restricting Russian pseudo-media and actively
engaging their Russian-speaking minorities, to greater or lesser
success. These countries demonstrate the success of a whole-ofgovernment approach to countering the Russian threat, with formal
or informal coordination between government ministries and
agencies, as well as support for civic and private sector initiatives
that increase public awareness, media literacy and resilience. In a
similar vein, the Scandinavian EU countries (Sweden, Finland and
Denmark) have focused primarily on implementing strategies that
enhance overall societal resilience to any manner of contingencies,
whether cyberattacks, targeted disinformation campaigns or other
subversion operations. In these countries, the priority is crisis
prevention and management, with the government, state agencies
and the civic sector all actively engaged in this endeavour.
Beyond these two regions, coordination between the government
and civil society is highly uncommon; in many countries, state policy
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and the activities of the civil sector and NGOs diverge widely. In
some cases (e.g. Slovakia), civil actors actively fight against Russian
influence efforts but fail to persuade the government to treat the threat
seriously due to domestic political limitations (e.g. a lack of political
will or even adequate awareness, pressure from pro-Kremlin interest
groups, etc.). In other countries like Hungary, small pockets of civil
society such as investigative journalists and think tanks strive to
expose the Russian threat and improve public awareness but yield
virtually no influence over government policy – and sometimes face
intimidation for their efforts.12 Meanwhile, in countries like France
and Germany, civil society is generally inactive on this front – with
public knowledge limited to a handful of experts in academia, think
tanks and the media – while the state response also remains mostly
feeble.
Unsurprisingly, we found that there is a strong negative
correlation between the degree of Russian hostile influence on the
one hand and the state of media literacy and press freedom on the
other. In other words, it seems that these two latter factors are a key
predictor of a state’s resistance or vulnerability to Russian influence.
In countries where press freedom is on the downturn, for instance
due to measures that constrain serious investigative journalism
(e.g. Hungary and Croatia), susceptibility to Russian influence has
increased. By contrast, countries that have a strong tradition of
independent journalism and respect for free press – particularly in
combination with newer efforts to boost media literacy in schools and
amongst the public – boast greater resilience against Russian influence
efforts and disinformation campaigns (e.g. the Scandinavian countries
and the United Kingdom).
Finally, we noticed that amongst Western European states – those
with little past experience of Russia’s destabilisation and coercive
influence tactics – interest in countering the Kremlin’s disinformation
12

Milo, Daniel and Katarína Klingová, Vulnerability Index: Subversive Russian Influence in
Central Europe (GlobSec Policy Institute, 2017). Available at: https://www.globsec.org/wpcontent/uploads/2017/08/globsec-vulnerability-index.pdf
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and related subversion operations (such as cyberattacks) emerges
prior to, during or sometimes immediately after major domestic
elections or referenda, when these states have either experienced or
anticipate Russian meddling. The United Kingdom, the Netherlands,
Italy, Spain, France and Germany have all followed this pattern in
recent years. Prior to the Brexit referendum in 2016, the question
of Russian disinformation barely featured on the national public
agenda; only during the last year has the British government
seriously begun to combat these efforts, for example by launching the
Empowerment Fund, which aims to counter Russian influence in the
post-Soviet space by enhancing local capabilities against propaganda
and cyberwarfare.13 In the Netherlands, following the circulation
of Russian disinformation prior to a 2016 referendum on the EU
Association Agreement with Ukraine, the Dutch government reverted
to paper-based voting during the 2017 parliamentary elections in
order to avert possible Russian hacking of the electronic voting
system. Dutch intelligence subsequently determined that the Kremlin
deployed fake news in order to influence the election.14 In Italy, initial
concerns about Kremlin-linked disinformation emerged during
the 2016 constitutional referendum, when the anti-establishment
Five Star Movement used pro-Kremlin propaganda throughout its
campaign.15 Unfortunately, Italy’s traditionally pro-Russian stance
has endured, and the country has failed to undertake any measures to
mitigate the Kremlin’s influence efforts. Spain was brutally awakened
to the menace of Russian disinformation during the recent Catalan
independence referendum, which was actively supported by Russian
13

14

15

McCann, Kate, ‘Boris Johnson puts £700m of foreign aid budget behind ‘soft power’ fund
to combat Vladimir Putin’, The Telegraph, 13 February 2017. Available at: http://www.
telegraph.co.uk/news/2017/02/13/boris-johnson-launch-new-soft-power-fund-combatrussian-islamic/
Kroet, Cynthia, ‘Russia spread fake news during Dutch election: report’, Politico, 4 April
2017. Available at: https://www.politico.eu/article/russia-spread-fake-news-during-dutchelection-report-putin/
Horowitz, Jason, ‘Spread of fake news provokes anxiety in Italy’, The New York Times,
2 December 2016. Available at: https://www.nytimes.com/2016/12/02/world/europe/italyfake-news.html
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media and also involved extensive circulation of fake news. Notably,
Spain’s new National Security Strategy, published in December 2017,
identifies ‘misinformation campaigns’ as a national security hazard,
although it does not name Russia as the perpetrator.16 Learning from
precedent, France and Germany both anticipated Russian interference
during their 2017 federal elections. French President Emmanuel
Macron experienced Russian meddling first-hand in his campaign
and has since forcefully spoken out about the Kremlin’s aggression.
In Germany, meanwhile, the focus thus far has been on improving
cybersecurity and combatting the spread of fake news on social
media, rather than developing countermeasures specifically aimed
to deter Russian aggression. In June 2017, the government passed
a law decreeing that social networks like Facebook and Twitter have
24 hours to remove fake news that incites hate and other ‘criminal’
content or face fines up to €50 million.17 The next several months
will reveal whether the French and German governments take the
threat of Russian malign influence seriously enough to develop a
comprehensive policy response – and we hope they do, because their
leadership on this front would be a tremendous boon for European
security and policy coordination against Russian influence efforts.

Conclusions and Recommendations
As demonstrated by way of these examples, the standard response
to national experiences of the Kremlin’s disinformation campaigns
and electoral interference is attempted ‘management’ of the
crisis; rarely do countries undertake active preparation to defend
16

17

González, Miguel, ‘Spain’s national security strategy to include risk of disinformation
campaigns’, El Pais, 1 December 2017. Available at: https://elpais.com/elpais/2017/12/01/
inenglish/1512122156_659936.html
Bleiker, Carla and Kate Brady, ‘Bundestag passes law to fine social media companies
for not deleting hate speech’, Deutsche Welle, 30 June 2017. Available at: http://www.
dw.com/en/bundestag-passes-law-to-fine-social-media-companies-for-not-deleting-hatespeech/a-39486694
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themselves against what are becoming increasingly frequent and
inevitable attacks. In other words, their response is reactive rather
than proactive. However, most measures undertaken at the last
minute turn out to be ‘too little, too late’, and lack the coordination
and breadth necessary to be an effective counterweight against the
threat. Our leading recommendation, accordingly, is that policies
against hostile foreign influence must be designed, implemented,
and tested long in advance. No questions remain about the Kremlin’s
foreign policy intentions vis-à-vis the West: for purposes of sustaining
power and legitimacy domestically, as well as levelling the playing
field internationally to protect the gains of the Putin kleptocracy, the
Russian regime is hell-bent on undermining Western-style liberal
democracy and installing soft-authoritarian allies in Europe’s capitals.
The longer we continue to question Russia’s ‘true’ ambitions, hope for
a return to ‘business as usual’ or capitulate to the Kremlin’s ‘carrots’
(e.g. favourable energy and business deals), the more we play into
the Kremlin’s hands, and the more audacious its interference and
destabilisation efforts will become. The time to act – pre-emptively,
decisively and in unison – has never been more urgent.
Beyond the need for a proactive approach to policy development,
our recommendations fall under three principal practices: 1) experience
and information sharing between states and sectors, 2) adaptation of
proven best practices (particularly from Group A states) to unique
national circumstances and conditions, and 3) strategy coordination
between states as well as between national governments and civil
society. At least 12 member states of the EU28 are deeply troubled by the
Russian threat and would like to see a stronger, harmonised approach
to European defence. These countries should consider forming a
coalition within the EU to coordinate their response and advocate for
participation and stronger measures in other member states. Moreover,
countries that have been battling Russian aggression for a longer period
of time and have better developed defence capabilities should actively
share their know-how with countries that are struggling to catch up.
Above all, it is critical for governments to avoid misguided or extreme
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reactions to the threats of disinformation, fake news and hostile foreign
influence, for example by seeking to limit press freedom, privacy or
other democratic norms. On the contrary, it is vital to reinvigorate
faith in the merits and promise of liberal democracy and to remind
ourselves and our citizens of the unprecedented freedom, prosperity
and human wellbeing the pursuit of liberalism has produced. This is
perhaps the best way to defeat the Kremlin’s profound nihilism once
and for all.

Appendix: opportunities and best practices
On state practices:
1. Follow and learn from the experience of the Scandinavian countries
with respect to media literacy and overall resilience development.
2. Follow and learn from the experience of the Baltic countries with
respect to Russian interference methods and crisis management
scenarios.
3. Follow and learn from Finland’s experience with respect to strategic
communications coordination between government ministries and
agencies.
4. Follow and learn from the Czech Republic’s experience with
conducting a National Security Audit to identify weak spots in
national security and defence infrastructure.
6. Follow and learn from the experience of the Czech CTHT
and Swedish MSB in dedicating multi-level expertise teams to
countering hostile foreign influence and electoral protection.
7. Follow and learn from the experience of the Baltic intelligence
agencies with respect to their methods of raising public awareness
by publicising details of some of their cases. Only six countries of
the EU28 have done this.
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On EU policy:
9. Make use of and support the EEAS East STRATCOM Task Force
for its weekly trend analysis of Russian-linked disinformation
campaigns (Disinformation Review). Concerned EU states should
send seconded national experts to join the team.
11. At least 12 countries of the EU28 are seriously concerned about the
Russian threat. Nonetheless, almost nothing has been accomplished
policy-wise at the EU level to deter or mitigate the effects of Russian
aggression. The EU HRVP Federica Mogherini continues to
ignore and downplay the threat. As a consequence, the EEAS East
STRATCOM team, established under Mogherini’s jurisdiction,
comprises only a handful of EU experts, while the EEAS does
virtually nothing to support its capabilities, despite repeated
calls for action from other EU member states and the European
Parliament. In light of this situation, the 12 concerned should
form a coalition to demand real policy measures to be adopted at
the EU level – precisely what the EU is for. Thus far, no meaningful
coalition-building has been attempted.
On policy development:
12. States should begin sharing their experience and know-how with
countering Russian hostile influence efforts, particularly in the
national electoral process. We recommend our framework guide on
how to make elections part of the national critical infrastructure.18
13. But protecting elections is not enough: a long-term strategy for
mitigating hostile foreign influence must be developed and tailored
for the local environment.19

18

19

Janda, Jakub, ‘A framework guide for countering hostile foreign electoral interference’,
European Values Think-Tank, 13 May 2017. Available at: http://www.europeanvalues.net/
vyzkum/framework-guide-tools-countering-hostile-foreign-electoral-interference/
See for example: Janda, Jakub, ‘Full-scale democratic response to hostile disinformation
operations’, European Values Think-Tank, 20 June 2016. Available at: http://www.
europeanvalues.net/wp-content/uploads/2016/06/Full-Scale-Democratic-Response-toHostile-Disinformation-Operations-1.pdf
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On best NGO practices:
14. Each country must conduct in-depth research and investigations
of pro-Kremlin outlets, their structures, modes of collaboration,
content-related trends and financial ties. Good examples include the
Czech Republic, Hungary, Slovakia, Latvia, Lithuania, Estonia and
Finland.
18. In-depth investigations of the Kremlin’s ties to national actors must
be pursued. Good examples include Die Zeit (Germany), Respekt
(Czech Republic) and Re:Baltica (Latvia).
21. Government and NGO partnerships must be established for
sharing of information, experience and capabilities, such as
through voluntary briefings and training programmes. A good
example is propastop.org, an anti-propaganda blog operated by
volunteers – mostly members of the Estonian Voluntary Defence
League (Kaitseliit) – which itself works under the Ministry of
Defence.
26. National audits of electoral rules and practices should be completed.
A good example is the London School of Economics.20
27. Detailed sociological analyses of specific national vulnerabilities
should be conducted. Good examples include GlobSec Trends
Reports and the Vulnerability Study by the National Defence
Academy of Latvia.21
31. Projects examining who is advertising on disinformation outlets
and why are much needed. Good examples include the Slovak
initiative konspiratori.sk, whose advocacy on this front impelled
1400 Slovak companies to remove their advertisements from
outlets promoting disinformation and fake news.

20

21

Cadwalladr, Carole, ‘“Dark money” is threat to integrity of UK elections, say leading
academics’, The Guardian, 1 April 2017. Available at: https://www.theguardian.com/
politics/2017/apr/01/dark-money-threat-to-uk-elections-integrity
Bērziņa, Ieva, ‘The possibility of societal destabilization in Latvia: potential national
security threats’, National Defence Academy of Latvia, Center for Security and Strategic
Research. 2016. Available at: http://www.naa.mil.lv/~/media/NAA/AZPC/Publikacijas/
WP%2004-2016-eng.ashx
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32. It is critical to boost solid policy assessment and development needs
based on shared knowledge and experience from the countries
primarily concerned about the Russian threat, which can then
be transplanted and implemented in other states. Efforts to this
end have thus far been limited. Good examples include: CEPA’s
‘Winning the Information War’ project22 and European Values’
‘Full-Scale Democratic Response to Hostile Disinformation’.23

22

23

Lucas, Edward and Peter Pomerantsev, ‘Winning the Information War’, CEPA, 2 August
2016. Available at: http://cepa.org/reports/winning-the-Information-War
Janda, ‘Full-scale democratic response’, 2016.

Europe After 100 Before iekslapas.indd 85

12. april 2018 10.17

Europe After 100 Before iekslapas.indd 86

12. april 2018 10.17

ECONOMY

Europe After 100 Before iekslapas.indd 87

12. april 2018 10.17

Europe After 100 Before iekslapas.indd 88

12. april 2018 10.17

Impact of Geopolitical
Transformations on the Latvian
Economy’s Development
During the Past 100 Years
GATIS KRŪMIŅŠ

None of the large-scale European geopolitical transformations have
bypassed the territory of Latvia during the past 100 years. Several
such transformations have taken place in Europe. Firstly, one must
mention two world wars that introduced substantial changes in Europe’s
political map. World War I resulted in a number of Central European
nations forming their states, and the Latvian nation was one of them.
Many of the countries that were formed after World War I came under
the totalitarian USSR’s control after World War II. The Baltic states,
including Latvia, were least lucky because they were occupied and
annexed to the USSR as early as in 1940. They succeeded at regaining
their national independence more than half a century later during the
next phase of geopolitical transformations that resulted in the collapse
of the totalitarian USSR. And finally, expansion of Western collective
security and economic/political alliances took place during the
21st century, thus enabling Latvia to become a member of NATO and the
EU in 2004. The aim of this article is to outline the key challenges that
Latvia’s economy faced during the past 100 years.
One phenomenon of the Baltic region’s history during the past
century is that the mentioned geopolitical transformations affected
various countries differently. One could mention Sweden as an
example – it was able to avoid the destruction of two world wars as well
as economic experimentation imposed by various totalitarian regimes.
Not surprisingly, many socio-economical processes have unfolded
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differently in various countries. The population has doubled in Sweden
and Finland since the beginning of the 20th century, whereas the
number of inhabitants in Latvia in 2017 was even smaller than in 1990.1

The significance of economic models
What were the key challenges for the Latvian economy during the
past 100 years? Changes of various economic models should be
mentioned as the first challenge. In only a couple of years after winning
the War of Independence in the early 1920s, one could see that the
country’s economy in the war-destroyed territory adapted to the new
situation – functioning as an independent state. Despite almost all
industrial equipment having been evacuated from the territory of
Latvia and Latvian industries almost fully losing their export market
(the former territory of the Russian Empire) during World War I, the
economic transformation process in the 1920s could be considered
a comparatively successful one. This can be largely explained with
the fact that an economic model based on market economy principles
generally remained in place regardless of the various changes. Although
the situation back then cannot be directly compared to the situation
nowadays, a large part of the economic development factors was
identical – internal and external demands, availability of labour and
resources, and global markets defining the development of various
sectors. The biggest differences compared to our economy nowadays
were the state’s interference in financial processes (for example, the
Bank of Latvia was involved in financing many private transactions,
and it functioned as a commercial bank in other cases as well2) and
state protectionism – protection of the internal market against products
manufactured in other countries was notably more active. At the
same time, Latvia’s labour market was almost as open as it is currently
1
2

Source: Eurostat database.
Aizsilnieks A. Latvijas saimniecības vēsture 1914–1945 [History of Latvia’s Economy 1914–
1945]. Stockholm: Daugava, 1968. p. 301.
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amongst EU member states – several tens of thousands guest workers,
mostly from Poland and Lithuania, were seasonally employed in Latvia’s
agriculture.
Latvia did not avoid the authoritarian tendencies that affected
many European countries in the 1930s. After the coup of 15 May 1934,
enormous political power was concentrated in the hands of Kārlis
Ulmanis, the head of the authoritarian government. Even though the
economy generally preserved many free market principles, quite an
expansive ‘nationalisation’ effort took place simultaneously. Many
companies were nationalised and taken under the government’s
control; these changes had the most extensive impact on the banking
sector but also on others. The state also took over several industrial
enterprises. This process took place hand in hand with an increase
in nationalism – as nationalisation mostly affected the enterprises
controlled by national minorities. An economic phenomenon of the
late 1930s was the attempt to strengthen agricultural production
(agriculture was declared a priority sector because, in accordance
with the ideological stance of the authoritarian regime, Latvians were
dubbed the ‘farmer nation’). However, despite the declared support for
agriculture, industrial manufacturing developed more rapidly. Opinions
differed regarding this situation and the impact of the governmental
policy. One can agree that industrial manufacturing developed largely
thanks to state protectionism (high import duties almost fully protected
local manufacturers from other countries’ competition)3; yet it cannot
be denied that in several cases Latvian industrial products were
internationally competitive and could have successfully competed with
other countries’ products if global trade principles had been changed.
Electronics, radio equipment and the timber industries were doubtlessly
the most competitive sectors. Considering the high level of education of
Latvia’s population, the multi-cultural and multi-ethnic environment
and entrepreneurs’ good connections abroad, the proportionate increase
3

Stranga A. Kārļa Ulmaņa autoritārā režīma saimnieciskā politika 1934–1940 [Economic
Policy of Kārlis Ulmanis’ Authoritarian Regime 1934–1940]. Riga: LU Akadēmiskais
apgāds, 2017, p. 255 –256.
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in industrial manufacturing during the 1930s was a logical and a
rather irreversible process. The structurally problematic agricultural
sector was what hindered an even faster development of industrial
manufacturing – most farms were too small to modernise rapidly and
gain advantages through more extensive mechanisation. The labour
requirements involved in agriculture were very large and only partially
satisfied by the cheap labour afforded by foreign workers. Speaking
in modern terms, the Latvian economy had fallen into the trap of
average income and comparatively low productivity. In the long run,
the available foreign labour force only contributed to the complexity of
the situation as this did nothing to motivate the government to launch
more substantial structural reforms in order to facilitate agricultural
modernisation. The Soviet occupation regime used the ideological
infatuation of K. Ulmanis’s authoritarian regime very masterfully. The
USSR occupation regime presented all industrial accomplishments
achieved after World War II as the effects of its investment and
purposeful industrialisation policy. The independent state of Latvia was
completely groundlessly dubbed the ‘Agrarian appendage of Western
capitalists’. However, it was possible to construct such an ideological
myth largely because industrial accomplishments were not widely
discussed during K. Ulmanis’s tenure.
Returning to the changes in economic models, it was particularly
the Soviet command economy model that left a very deep and, one
can claim without exaggeration, tragic impact on Latvia’s economic
development. Unfortunately, we still witness this impact, and we will
continue to feel it for a long time. The standards that were characteristic
of the USSR’s command economy were imposed on Latvia at the
time when the Soviet economic model had reached its totalitarian
culmination. Moreover, transformation of the economy took place
alongside intense pillaging of the territory. The USSR occupation regime
treated Latvia as a conquered territory, exercising a colonial policy.
One must emphasise here that two occupation regimes exercised an
identical pillaging-colonial policy in Latvia during World War II. The
USSR occupation regime was the first to occupy Latvia in June 1940, but
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afterwards the Latvian territory fell under Nazi Germany’s control for a
couple of years, as a result of a war between the two regimes.
Frequent attempts have been made to compare the Nazi and Soviet
occupation regimes in Latvia. Each of them defined themselves as
indisputable ‘liberators’. First it was the Soviet regime that claimed
it had liberated Latvia from K. Ulmanis’s authoritarian rule and the
domination of the bourgeoisie (various glorious terms were added for
euphonic purposes – plutocratic and later on also fascist). Then it was
the Nazis who ‘liberated’ Latvia and its population from the Soviet
regime, dubbing the year of Soviet occupation as the ‘year of terror’
through skilful use of the Soviet criminal policy and its consequences
and also by blaming Jews for Soviet offences. In 1944–1945, the Soviet
occupation regime again ‘liberated’ Latvia from the Nazis and this
time stayed in the country for nearly half a century. Attempts have
been frequently made to compare and assess whether a ‘lesser evil’
existed.

Economic policies of the Soviet and Nazi Germany’s
regimes in Latvia during World War II:
almost identical
For the purpose of analysing economic processes, I wish to sustain
the paradigm of two identical evils that committed offences in the
territory of Latvia. The USSR’s and Nazi Germany’s policies in Latvia
during World War II appeared to be very similar in many ways; yet,
from today’s perspective, it would be more correct to methodologically
analyse them with closer scrutiny. Replacement of Kārlis Ulmanis’s cult
with Joseph Stalin and Adolf Hitler, introduction of new ideological
terminology and renaming of streets in the names of individuals and
symbols preferred by the regime were some of the external aspects
that the Latvian society noticed promptly. However, similarities in
terms of administration and regulation of economic processes during
World War II were equally pronounced, and I wish to discuss them in
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greater detail. The threat of war, and the subsequent breakout thereof,
determined the economy’s substantial re-orientation towards satisfying
the needs of the military complex. Radical re-orientation of the
economy towards militarisation took place as early as during the first
year of the Soviet occupation; however, in the case of Latvia, a sharp
turning point was clearly 22 June 1941 – the beginning of war between
the USSR and Nazi Germany and when restructuring the economy for
war purposes became extreme. Doubtless, the targeted destruction of
infrastructure and evacuation of material values and human resources
were huge impacts, particularly as troops withdrew.
A very substantial aspect in occupation of territory is taking over
all types of material resources and infrastructure. Indeed, within
one month after entering the territory of Latvia in the summer of
1940, the Soviet regime laid the groundwork for a legal framework
for its war plunder that would comply with the Soviet standards.
According to the Soviet understanding, the easiest way to do this was
via nationalisation – which was announced on 22 July 1940, i.e. the day
after declaring Soviet rule. Declarations were adopted on transferring
land, banks and large industrial, trade and transport enterprises into
state ownership. An important nuance was that these decisions also
applied to those enterprises (banks, factories, etc.) that were formerly
state property. This means that the property of the Republic of Latvia
was also nationalised. Therefore, practically everything that was
located in Latvia was declared as war plunder of the USSR. There is
no other way to interpret the confiscation of bank deposits, securities
and valuables located in bank safes that also took place. The German
occupation regime’s conduct in the summer of 1941 was very similar
when it declared the material values of Latvia as German war plunder.
The most significant Latvian enterprises came under direct control of
various German authorities that could handle the newly acquired assets
according to their own discretion.
The monetary policy was also an important element for occupation
regimes when taking over and plundering territories. Within a year
and a half, the Soviet Union and Nazi Germany occupation regimes

Europe After 100 Before iekslapas.indd 94

12. april 2018 10.17

G. Krūmiņš. Impact of Geopolitical Transformations on the Latvian Economy’s Development

95

succeeded at fully destroying Latvia’s stable monetary system and
well-balanced internal market. In the beginning of June 1940, on the
eve of Soviet occupation, one could purchase groceries and industrial
goods in Latvia practically without any restrictions. Conversely, in the
autumn of 1941, the money in circulation had lost its backing, and it
was no longer possible to freely purchase goods at state-defined prices.
Money had lost its value approximately tenfold during a short period.
Targeted policies of the occupation regimes were the cause of such
a situation – they wanted to impose their currency in the occupied
territory and additionally to place an inadequately low value for the
local currency already in circulation. The first regime to do this was the
USSR; it determined a 1:1 exchange rate for Latvian lats to USSR rubles
and afterwards implemented a full switch to USSR rubles. In reality,
however, one could purchase 15 or more products for one Latvian lat
than one USSR ruble (see Table 1).
Table 1. Prices in Latvian Markets and Collective Farm Markets in Smolensk City,
USSR, in July 1940
Price in Latvia
(lats)*

Price in Smolensk**
(rubles)

Prices in USSR market,
percentage of price in Latvia

Beef (kg)

1.15

18

1565

Milk (litre)

0.22

3.5

1590

Butter (kg)

Product type

2.40–2.70

40

1568

Eggs (10 pcs.)

0.9–1.1

14

1400

Potatoes (kg)

0.07

3.50

5000

* Source: Latvian regional newspapers, and LVA Fund 38, desc. 1, p. 248.
** Current Times Archive of the Russian Federation. Fund 5, desc. 24, 534. l., p. 96.

Before the introduction of the USSR ruble, the value of lats was
purposefully decreased (devalued) contrary to previous promises; in
May 1941, butter was no longer available at stores in Riga.
The USSR’s military personnel and officials received wages in
the territory of Latvia according to USSR standards and received lats
at the exchange rate of 1:1. For example, when the air defence system
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was organised in Latvia in 1940 in accordance with USSR standards,
the wages determined for the leading officials of the Red Army ranged
between 1000 and 1400 rubles.4 The representatives of the USSR
actually started receiving such wages in 1939. However, the immigrants
massively bought out the stock of Latvian goods after occupation and
annexation when they arrived in a significantly larger number. In
reality, these goods cost several times more even at state-owned stores
in the USSR – the price of milk was 3.6 times higher, bread cost 4 times
more, and meat was 8 times more expensive. Differences in market
prices were even larger (see Table 1). Thus, the citizens of the USSR
who resided in Latvia could purchase goods below their actual value
for several months and send them back to their relatives and friends
in their native country in unrestricted amounts. This was a common
practice. It is impossible to accurately calculate the proportion of the
goods at Latvian stores that were bought out particularly by citizens of
the USSR, yet one must conclude that this proportion was significant.
The management of the Riga Department Store (former Army Economy
Store) indicated several times in its monthly reports to the People’s
Commissariat for Commerce in 1940–1941 that ‘there were very many
Russian soldiers and their relatives amongst the customers’ 5. It also
directly pointed out that ‘the conditions are diametrically opposite to
those in the previous year – then it was difficult to sell whereas now it
is difficult to provide stock’ 6. Increased buying out of goods continued
also after prices in Latvia were revalued to the USSR’s set prices at
government-owned stores in the end of November 1940. In the spring
of 1941, the Latvian goods market had exhausted its options, and
complaints about the lack of all types of goods increased substantially
during the months of April and May.
The policy exercised by Nazi Germany was very similar when
it introduced the exchange rate of 1 Reichsmark to 10 rubles after
occupation. In this case, the value of the German currency was
4
5
6

LVA, Fund 270, desc. 1-c, 4. l., p. 140.
LVA, Fund 389, desc. 1, 248.l., 2.; p. 6.
Ibid., p. 1.
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determined as disproportionally high, which enabled German soldiers
and officials to purchase goods significantly cheaper than in Germany.
However, one must admit that the Germans received the Latvian goods
market in a much poorer state than the USSR had received it. The black
market prospered greatly during Nazi Germany’s occupation, with
prices for separate categories of goods increasing tens of times higher
than the prices set by the state. The occupation government attempted
to regulate this situation by issuing ration cards (scheins) to inhabitants
to guarantee the purchase of limited amounts of necessary items at
state-defined prices.
Industrial manufacturing had to fulfil orders from the military
sector. As early as the autumn of 1940, the central government of the
USSR issued an order to build a military aviation factory in Latvia that
was to start functioning in the summer of 1941. Not only was qualified
labour mobilised for this factory’s needs from the entirety of Latvia,
machines were also requisitioned from Latvia’s largest factories (e.g.
VEF, Vairogs, Tosmare, etc.). Other companies also worked to satisfy
the needs of the USSR army until the Soviet-German War, and later on
they functioned for the needs of Wehrmacht.
According to both occupation governments, the key task of
agriculture was to supply the maximum possible amount of produce
for troops and other consumers. Admittedly, the occupation
governments’ approaches differed in terms of agricultural policy. Any
structural changes were of secondary importance for the German
rule (collection of a certain amount of produced goods was most
important), whereas the Soviet rule started imposing its agricultural
economy model (i.e. collective farms) quite soon. Several targeted
steps were taken in order to achieve collectivisation of the Latvian
agriculture within a short period of time. First of all, an agrarian
reform, which was absolutely senseless from the economic perspective,
was carried out – land plots of 10ha were issued to a part of landless
peasants. This weakened the strongest farms by depriving them of
land and labour and simultaneously put the new landowners in an
unenviable situation. The formerly well remunerated agricultural
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workers became poor holders of small land plots that, in the vast
majority of cases, had no buildings, live-stock or equipment on them.
In the spring of 1941, the USSR occupation government organised
collective cultivation of the new landowners’ plots, and part of the
territory was handed over to state farms (collective farms owned
by the state). The Communist Party’s planning documents confirm
that it planned to launch collectivisation in Latgale in the autumn of
1941 and subsequently in the remaining territory of Latvia. The first
state farms were to be started in the summer of 1941; however, Nazi
Germany’s occupation set this process back for a couple of years.
Seeing the senselessness of the Soviet agrarian policy, the German
government revoked the Soviet agrarian reform and reverted back to
the identical sizes of farms that had existed before the occupation by
the USSR.
Both occupation governments exercised rather ruthless mass
exploitation of the population by commanding it to do various types
of community work. During the first year of the Soviet occupation,
extensive construction work of various military projects was
carried out. Various military airfields and railway lines were built
simultaneously. I will discuss the topics related to the exploitation of
the population in greater detail in the sub-chapter on the territory’s
militarisation and the work of oppressive institutions; I will only
add that, for doing simple work, it was also planned to mobilise
those who had fallen into the Soviet regime’s disgrace as a result of
employee replacement and nationalisation. In June 1941, a special
bill was prepared in order to mobilise for work service all currently
non-employed men (aged 18–60) and women (aged 18–55) who could
be identified as the former owners of companies with remunerated
employees or former owners of trading companies, buildings and
nationalised farms. It was especially emphasised that these persons must
be assigned to low-skilled types of labour, such as stockers or auxiliary
construction workers.7
7

LVA, Fund 101, desc. 1, 52.l., p. 129.
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The Soviet occupation regime’s economic policy both robbed and
humiliated people. A striking example of this was the targeted lowering of
deposit values for all inhabitants during the period when the Latvian lat
was devalued. In order for the inhabitants to be unable to save even parts
of their savings deposited in banks, limitations for money withdrawals
from accounts (to prevent disorder and large-scale withdrawals, cash
withdrawals were limited as early as in June 1940, at the moment of
occupation and taking over of K. Ulmanis’s government) were in effect
for extended periods of time. Thus, those people who had deposited their
rainy-day savings at credit institutions during Latvia’s independence
(the total sum deposited in credit institutions was 464 million lats as
of 1 June 1940)8 were forced to request the People’s Commissariat for
Finance individually for permission to withdraw sums that exceeded the
limit of 100 lats (later on rubles) from their savings. Senior inhabitants
who received no pension, or only a symbolic pension, encountered
a particularly difficult situation. Many incapacitated people wrote
requests, and most them were turned down or satisfied only partly; all
requests from those who still owned something, or had been already
alienated through nationalisation, were turned down in principle. For
example, an 84-year-old man was forced to write a request to the People’s
Commissariat for Finance to receive 400 rubles from his savings for
preparing an extra set of dentures. Regardless of the man’s promise to
submit a doctor’s signed statement that he needs the dentures, the PCF
agreed to satisfy the request only partially by paying out only 300 rubles.
Criteria for reviewing people’s requests were very unclear because, in
another case, it was permitted to pay out almost 4000 rubles for dental
needs. In this case, the requester had prepared thoroughly by submitting a
cost estimate for 28 golden teeth, decoding the price of gold and providing
a confirmation that the dentistry costs do not exceed the average
remuneration for one tooth in the dentistry branch. The Commissariat’s
officials scrutinised this case; however, no data can be found regarding the
fact that the requester had to show proof of the replaced teeth.9
8
9

LVA, Fund 327, desc. 1, 6. L., p. 46.
According to materials of LVA Fund. 327, 1 desc., case No. 86.
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Doubtlessly, the highest form of abuse of people (also in terms of
impertinence) was the unlawful mobilisation into the USSR and Nazi
Germany militaries and their forced involvement in warfare. Such
conduct, although slightly different in terms of wording (Nazis tried to
present mobilisation as voluntary application to be included in warfare),
was actually identical in nature.

Sovietisation: introduction of the Soviet command
economy model in occupied Latvia
The term ‘sovietisation’ means introduction of the USSR’s characteristic
political and socio-economical model in another territory by changing
the previous order of things. Sovietisation left a substantial impact on
nearly all areas of life, and the implementation of this process most
frequently took place through coercion, by employing violent methods.
When the Soviet occupation regime returned to Latvia after fighting
the German troops in 1944–1945, in a sense it was a completely different
Latvia if we compare it to the country that the regime had managed to
take over in 1940. A large part of the territory was destroyed by the war,
and the infrastructure was ruined. The towns of Jelgava, Valmiera and
Rēzekne had been nearly swept off the face of the earth. Riga’s historical
centre had suffered severely. Both occupation regimes had conducted
themselves in Latvia as if it were the enemy’s territory, with no mercy
towards buildings or people. Dramatic changes had taken place during
World War II in terms of the population. After Latvia came into the
USSR’s interest sphere, and even before the Soviet occupation, nearly
the entire German-Baltic minority left Latvia taking along immense
intellectual potential as well as cultural and historical values. During
the Nazi occupation, the equally significant Jewish minority was wiped
out as a result of the holocaust. Severe repressions had taken place
during the first year of the Soviet occupation, the culmination of which
was the deportation of Latvian people to remote areas of the USSR on
14 June 1941. Approximately 100,000 illegally mobilised Latvian people
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lost their lives while serving in both occupants’ armies; many were
disfigured. As the Red Army was approaching in 1944–1945, many
Latvian citizens fled in fear of the Bolsheviks; among them were many
representatives of Latvia’s business and political elite who had not
been repressed yet during the first year of the Soviet occupation. It is
impossible to assess the material damage that Latvia suffered as a result
of losing these people. A small consolation is the fact that, thanks to
those people who fled from Latvia, Lithuania and Estonia to the West in
1944–1945, it was possible to keep up the demand to reinstate the Baltic
states’ independence during the occupation much more intensely by
systematically reminding Western governments about the consequences
of World War II. Similarly, it cannot be denied that a large part of the
refugees would have been affected by the Soviet regime’s repressions in
the subsequent years.
One of the biggest crimes of the Soviet regime during Latvia’s
occupation was the forced collectivisation of rural regions and their
populations. Applying various enforcement methods (mostly based
on intimidation, repressions and discriminatory tax policy), rural
populations and farms were united into large Soviet state-controlled
farms (common farms), i.e. collective farms and state farms. Everyone
whose core activity was related to agriculture was forced to work
in these farms until the end of the 1980s. A substantial number of
farmsteads were destroyed as a result of collectivisation and the
subsequent Soviet agrarian policy; the rural landscape was also
degraded. The consequences of this policy still exist in the 21st century.
Collectivisation also had a deeply symbolic meaning – a large part
of the society lost hope in soon reinstatement of independence. It
became clear that the occupation regime had taken the upper hand in a
principally important matter.
Sources confirm that, paradoxically, contrary to the opinion
expressed in Soviet sources, the Latvian SSR government also resisted
collectivisation. One of the opponents was Jānis Kalnbērziņš, First
Secretary of the Latvian Communist Party, who announced that one
should not rush in with collective farms and that he was against exiling
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the kulaks when Moscow’s representatives arrived in Latvia in 1948 to
clarify why the formation of collective farms was delayed. P. Lyevikov,
Agricultural Department Instructor of the All-Union Communist
(Bolshevik) Party, reported the following to his superiors after his
meeting with J. Kalnbērziņš: ‘Comrade Kalnbērziņš announced to us
during our conversation at the Central Committee that, according to
his calculations, collectivisation could end in 1951–1952. Further on, he
said that the kulak in Latvia has its own features. This means that he is
closely linked to the intellectuals – teachers, doctors, agronomers, lawyers,
etc. Intellectuals are the children of the kulak or the relatives of wealthy
farmers. Therefore, exiling the kulak will inevitably have an effect on
the intellectuals. Additionally, Kalnbērziņš referred to the Lithuanian
SSR where, according to him, part of the kulak was exiled but things
deteriorated instead of improving. “In Lithuania,” says Kalnbērziņš “the
Secretary of the Central Committee drives around town in an armoured
vehicle while I walk around by foot in my city.” In another conversation,
Kalnbērziņš said that as soon as collectivisation reaches 30–40%, he will
raise the issue of exiling the kulak outside the territory of the republic.
Currently, almost no collective farm villages are being built in the
Latvian SSR. According to the opinion of the Secretaries of the Latvian
Communist Party, construction of collective farmers’ villages should not
be brought forward as a priority. This matter, according to them, will be
settled gradually, and will take a longer time.’10 What had changed the
Latvian SSR government’s opinion? We think the answer to that is
largely contained in the citation above. The Latvian SSR government did
not live on an uninhabited island. It met and communicated with other
members of the society, and the absurdness of the occupation regime
was noticeable even to the most convinced ideological communists. In
fear of retaliation, only few dared to express their objections against the
occupant policies in public; however, discontentment and bewilderment
with Sovietisation and its true aims were common topics in personallevel conversations.
10

Russian State Archive of Socio-Political History, Fund 17, desc. 138, 8. l., p. 153.
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Financial and economic policy during the USSR
occupation period: an example of colonialism
The aspects of financial and economic policy were the ones where the
USSR’s colonial policy manifested itself the most. The Latvian territory
and people were ruthlessly exploited, large-scale manufacturingoriented specialisations serving the USSR’s goals were imposed on
economic sectors, and almost all profit obtained from the Latvian
economy was channelled to the USSR’s central budget used outside the
country’s territory. In turn, a large part of the funds spent in Latvia were
related to the militarisation of the territory and economy.
It has been repeatedly emphasised in Soviet historiography that
enormous sums were invested in Latvia during the post-war years
to contribute to the elimination of the damage caused by war and
to the growth of the economy. However, the reality was quite the
opposite: significant sums were obtained from the Latvian economy
and redirected to other regions of the USSR. Diagram 1 provides an
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Diagram 1. Total income and expenditure in the territory of Latvia (1946– 1950,
budgets of the Latvian SSR and USSR, in millions of rubles)11
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Data summarised according to materials in cases of LVA Fund 202, 1-a desc., 1. l. and Fund
327, desc. 4.
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accurate depiction of the post-war reality: income from the Latvian
territory exceeded the expenses every year. Moreover, these expenses
also included the costs of military and oppressive institutions. Nearly
one half of all agriculture-related taxes and almost everything yielded
by industrial manufacturing was contributed into the USSR’s budget.
Additionally, people were forced to buy government bonds.
During the USSR’s post-war occupation (1946–1990), 84 billion
rubles (the equivalent of the ruble in 1961) were obtained from the
Latvian territory (Latvian SSR’s and USSR’s budget combined),
whereas 70 billion rubles (including military expenses) were spent
in Latvia. Thus, 14 billion rubles earned in Latvia were spent outside
its territory.12 Certainly, this can be referred to as a type of the USSR’s
‘cohesion policy’; however, it took place without any consent from
or coordination with Latvia’s population and is a vivid example of a
colonial policy. Analysis of financial documents provides answers to
many questions that were formerly difficult to answer – for example,
where did the money for the yielded agricultural products go? It also
provides greater clarity in terms of why most of the people who worked
in collective farms earned nearly no money wages during the first years
after collectivisation. The money was simply channelled to the USSR.
Another fact: living standards were significantly higher in Latvia than
in the USSR after World War II, but this difference decreased rapidly
during the subsequent years. Hence the question: how was it possible
for enormous amounts of money to be invested in Latvia, as the USSR
propaganda claimed? In such a case, differences in living standards
should have only increased instead of decreasing.

12

Latvijas tautsaimniecības vēsture [History of the Latvian Economy]. Riga, Jumava, 2017,
p. 229–357.
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Transformation of the economy
after the USSR’s collapse
Certainly, during the past 100 years, the Latvian economy faced its
biggest challenges after the reinstatement of the country’s independence
as a result of geopolitical transformations, i.e. the collapse of the USSR.
Latvia’s economy sectors had existed in a confined space for a long
time, dominated by the Soviet command economy laws. The education
system, the competencies of officials and the entire society’s working
habits were also subject to these laws. Continuous functioning in
the economic model imposed by the USSR’s occupation regime had
substantially transformed Latvia’s understanding of economic driving
forces in free market conditions. Economic connections that had been
shaped with other European countries over centuries had dissolved and
so had the foreign language skills that were quintessential for organising
Latvia’s economy in free market conditions. The realisation that most
of the goods produced in Latvia were internationally non-competitive
was an unpleasant reality (perhaps even a shock) to face. A large part of
products had suddenly lost its customer – the USSR’s military complex.
The property restitution process was difficult and largely shocking for
the society. Rapid stratification became apparent, and the society was
not psychologically ready for it. Privatisation, distribution of property
and the creation of the owners’ class were acutely necessary, yet the
society perceived it as socially unfair. This had its reasons: those who
worked in the management of enterprises and those linked to them
noticeably used their advantages in privatisation. Some who knew the
legislation best or shaped it (officials responsible for processes) used
legislation gaps to their advantage as well. At the same time, one must
admit that privatisation cannot be blamed for the collapse of many
companies because, as mentioned previously, it was impossible to
sell the goods in the quality they were at the prices that were offered.
However, looking back from the current perspective, several strategic
errors were made during the privatisation process. Foreign owners and
investors ready to invest in modernising processes should have been
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sought more actively for large manufacturing enterprises. In reality,
the best option for the local new owners was to scrap the existing
equipment; yet they had neither funds of their own, nor access to loans
for modernisation. A strategic mistake was made by giving the green
light to non-synchronised privatisation of land and buildings. This
resulted in many cases where the land owner was one person but the
building owner was somebody else.
Some of the macroeconomic problems were successfully overcome
relatively quickly; overcoming inflation is one such example. Several
sectors were able to find new niches and markets and increase their
productivity. However, in almost all cases this took place alongside
a substantial drop in the output of goods and services. One successful
example is agriculture, where milk yields per cow and crop yields
per hectare have increased substantially since the reinstatement of
independence. Winding up the activity of the VEF factory has been
discussed extensively, however, it is almost never mentioned that it
was particularly the specialists of VEF who founded the company
SIA Latvijas Mobilais Telefons, which became an innovative and
competitive company in the telecommunications sector. Thanks to such
companies, the accessibility of mobile services and internet in Latvia
is one of the best and cheapest in the world. The timber processing
company Latvijas Finieris has extended its activity not only throughout
Latvia but also abroad. Valmieras Stikla Šķiedra, a company owned by
German investors, has become the biggest Baltic investor in the US.
Taking interest in the Western economic, political and security
alliances was determined as a principal focus area at the political level
shortly after the reinstatement of independence. This goal was largely
achieved in the beginning of the 21st century when Latvia became a
member state of the European Union and NATO in 2004. Integration
processes did not stop here: Latvia switched to euro currency in 2014,
and, in 2016, it became a member state of the OECD, unofficially
dubbed ‘a club of the rich countries’. Joining the OECD confirmed
the fact that the international society perceives Latvia as a modern,
safe and predictable country. However, being in the same economic
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space with the world’s ‘wealthy ones’ (in other words, the countries
that have significantly higher living standards than Latvia) has created
several challenges. Masses of people started moving to countries
where they could earn more. This is how Latvia’s society convincingly
demonstrated its inherent mobility and adaptation skills for surviving
in changing environments. This manifested itself most vividly in
people seeking jobs abroad. Even though Latvia is the home of many
companies that are capable of manufacturing goods with high added
value or providing high quality services, the economy’s general
productivity level is still significantly lower than in many other EU
member states. Thus, wages are notably lower. This results in lower
taxes paid to the state per employee and the state being unable to
finance strategic areas and sectors (for example, road infrastructure
maintenance, healthcare, education, etc.). Another problem that still
has not been solved is the proportion of grey economy. Even though
it has decreased since the 1990s, it is still high, and it results in both
unpaid taxes and distorted competition. Alignment of the economy’s
productivity with EU levels is the only scenario that will ensure Latvia’s
economic sustainability in the nearest decades to come.
There is no doubt that maximum introduction of digital
technologies in all processes is the winning ticket for the country’s
economy. Robotisation and introduction of e-services will help tackle
many of the problems that seemed unsolvable only a couple of decades
ago, for example, a declining and aging population. Clearly, the
educational system must become one of the economy’s driving forces in
the future.
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Latvia: What Lessons
for the Future?
VALDIS DOMBROVSKIS

After regaining independence in 1990, Latvia has made a remarkable
journey from a former Soviet republic with a crumbling command
economy to membership in the European Union, NATO and OECD
in only a quarter of a century. Latvia has re-established its place in the
Western democratic world. Economically, this was an experience of
transformation from command to market economy, rapid development,
several setbacks and a quick return to growth after the last major crisis
of 2008–2010.
Before going into lessons specific to Latvia, one should have a look
at the overall situation in Europe before and during the last financial
crisis that hit Europe and the whole wide world. Latvia was not alone to
suffer from the consequences of the global financial and economic crisis
and its own irresponsible fiscal and macroeconomic policies. In Europe,
the crisis initially hit the Central and Eastern European countries.
Hungary, Romania and Latvia were deeply affected and had to seek
international loan programmes. The other two Baltic states (Estonia
and Lithuania) were also severely affected and experienced double digit
recession in 2009. Later, the crisis moved to the euro area and, with the
exception of Ireland, to Southern Europe. Greece, Ireland, Portugal and
Cyprus had to seek international loan programmes. Spain and Italy
were also experiencing major problems.
The causes of the global crisis are broadly known and have been
discussed at length. Since the mid-1990s, there had been a ‘Great
Moderation’ period in the world economy, characterised by stable
economic growth, low inflation and low interest rates. Substantial
current account surpluses formed in China and also many oil-exporting

Europe After 100 Before iekslapas.indd 108

12. april 2018 10.17

V. Dombrovskis. Latvia: What Lessons for the Future?

109

countries, which were invested into US government securities and other
low-risk assets. This depressed yields on these securities, encouraging
investors to search for other types of investment with higher yield but
also higher risk. During the same time, deregulation of the financial
sector took place and was one of the factors fostering the formation
of the financial bubble in subsequent years. The collapse of the US
subprime mortgage market led to a credit crunch and liquidity crisis.
This was followed by the burst of the commodity price bubble and crash
of investment banking in the US, which entailed the shift of the crisis
from the financial sector to the real economy.
The effects of the crisis on many European economies were severe.
As overheated economies were jolted back to reality, property bubbles
collapsed, and the capital base of many banks was wiped out. Taxpayer
funded bailouts of an unprecedented scale were required; a sovereign
debt crisis followed. The lack of access to finance spelled trouble for
many companies and individuals, the crisis moved to the real economy,
and unemployment shot up – particularly among young people.
In Eastern Europe, there were several common features that sparked
the crises but at different levels of severity. Causes and the ways how
crisis was managed in Central and Eastern Europe are well described by
Anders Åslund.1
Excessive current account deficits, large foreign debt, small currency
reserves, substantial currency mismatches, huge credit expansion,
sharp real estate price rises and rising inflation are mentioned among
causes that led more than one CEE-102 group country into trouble.
Obviously, not all the CEE-10 countries were equally hit by the crisis.
On the contrary, Czech Republic, Poland, Slovakia and Slovenia surfed
quite comfortably through the turbulent times in the global economy.
However, symptomatically, the ones having the largest macroeconomic
and fiscal imbalances during the boom years were hit the hardest. Most
1

2

Anders Åslund. ‘The Last Shall Be the First. The East European Financial Crisis’. Peterson
Institute for International Economics, October 2010.
The CEE-10 countries are Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Slovakia and Slovenia.
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often quoted are Latvia, Romania and Hungary – they had to seek loans
from the International Monetary Fund and European partners.
In 2010, the world’s attention shifted from the Central and
Eastern European countries, having large external indebtedness, to
countries running the risk of sovereign default caused by high public
indebtedness. The countries affected were Greece, Ireland, Portugal,
Cyprus, Italy and Spain. The case of Greece was among the most
debated, given the seriousness of the situation and the way how this
crisis was managed.
The ways how crisis was managed differed across the countries.
Latvia was the hardest hit by the crisis, and the measures that had to
be taken were among the most dramatic ones. Hungary went on with
approximately the same recipe of expenditure cuts and tax hikes, as
did Romania but in a less decisive way and against a more turbulent
political background.
The three abovementioned countries, to overcome the turmoil, were
forced to ask for IMF loans. Bulgaria, Estonia and Lithuania managed
the crisis without any external assistance and by only applying strong
anti-crisis policies. The other four CEE-10 countries (Czech Republic,
Poland, Slovakia and Slovenia) did not experience serious overheating
of their economies due to more prudent and conservative economic
policies. Moreover, Slovenia and Slovakia joined the euro area in 2007
and 2009 respectively.
Although crisis was managed in different ways, the main tools
of crisis management across the board were a combination of fiscal
consolidation and structural reforms.
Fiscal consolidation. The fiscal consolidation measures taken were
widely debated among politicians, economists and the media during
and in the aftermath of the crisis.
The argument often used was that countries needed fiscal stimulus
to overcome the crisis but imposed austerity instead. The argument
of the countercyclical fiscal policy is right per se, but it leaves the
unanswered question in regards to the financing of the fiscal stimulus
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during the crisis. Unfortunately, many of the countries, which were not
following a countercyclical fiscal policy during the boom years, i.e. not
building sufficient fiscal buffers, were cut off from market financing
during the crisis. To restore market access and financial stability, there
was no other way than to do the necessary fiscal adjustment.
Thus, high levels of debt or budget deficit are in themselves
impediments to growth that require reassessment and re-prioritisation
of public spending. From this perspective, fiscal consolidation is closely
linked with structural reforms.
Structural reforms. Questions are frequently asked about what
structural reforms really are. There is no single definition, but,
in general terms, structural reforms are reforms that promote
competitiveness and economic growth and improve the efficiency of
the services provided by the state by reducing budget expenses for the
provision of these services in the long term. But structural reforms
may also have very important short term effects on growth in terms of
confidence in international markets.
The consequences of crisis are often socially painful, particularly for
the most vulnerable parts of the society. Depending on the countries’
initial positions, additional social safety nets may be needed to address
the social consequences of the crisis. Also, enhanced social dialogue
is needed in terms of acceptance by stakeholders of the anti-crisis
measures and making reforms work during the implementation stage.
The response at the EU level. The adverse feedback loop between
the credit crunch, economic recession and fiscal imbalances led to
recognition that a deep overhaul of the EU economic governance
structures was necessary.
First, it was recognised that the EU and especially the euro area
need an emergency assistance mechanism to help countries facing
major economic shocks. Ad hoc solutions were prepared for Central
and Eastern European countries and Greece. Later, the temporary
European Financial Stability Facility was created, which provided
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financial assistance to Ireland, Portugal and Greece. Finally, in 2012, the
permanent European Stability Mechanism was established to safeguard
and provide financial assistance programmes for euro area countries in
difficulty.
Second, it was necessary to prevent fiscal and economic imbalances
from building up again after the crisis. Therefore, the EU fiscal and
macroeconomic governance framework was strengthened. A wide
range of measures to strengthen governance and to facilitate a return
to sustainable economic growth, job creation, financial stability and
sound public finances was taken. The central pillars of these efforts are
the following: the legislative packages to strengthen the Stability and
Growth Pact, known as the ‘Six Pack’ (2011) and ‘Two Pack’ (2013), and
the Treaty on Stability, Coordination and Governance in the Economic
and Monetary Union (EMU), which includes the Fiscal Compact (2012).
All EU Member States except the UK, Czech Republic and Croatia have
signed this Treaty.
The ‘Six Pack’ strengthened the implementation of the Stability and
Growth Pact and also introduced a new macroeconomic surveillance
tool: the macroeconomic imbalance procedure. The ‘Two Pack’ requests
that euro area Member States present their Draft Budgetary Plans for
the following year by mid-October. This ensures that fiscal policy is
discussed early in the budgetary process and that the Commission’s
guidance can be taken into account before national budgets are adopted.
The previous EU fiscal surveillance framework was mainly focused
on correcting gross policy mistakes. The new framework envisaged
more systematic monitoring and a more preventive approach to fiscal
policy developments and macroeconomic imbalances. As regards
fiscal policy, the aim is to ensure a balanced budget over the economic
cycle. To reach this, every EU country has a medium term budgetary
objective, set in structural terms.
To apply the rules, the European Semester (an annual cycle
of coordination and surveillance of the EU countries’ fiscal and
macroeconomic policies) was introduced. Compared to the previous
set up, this integrated system ensures that there are common economic
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policy priorities, clearer rules, better follow-up and improved
implementation by Member States of the commonly agreed policies
throughout the year. It also allows for regular monitoring and the
possibility of swifter responses ahead or in case of problems. This helps
Member States deliver their reform and budgetary commitments, while
making the Economic and Monetary Union more robust. By allowing
more time for dialogue, the revamped European Semester, initiated in
2015 and applied subsequently, allows for greater involvement of the
European Parliament and national legislatures, as well as social partners
and stakeholders at all levels.
An important factor that was reducing confidence of the financial
markets in the euro area countries during the crisis was the fact that
the European Central Bank was not acting as a classical lender of
last resort for these countries. This was to a large extent addressed in
2012 by the Outright Monetary Transactions - the European Central
Bank’s commitment to purchase euro area countries’ debt in secondary
markets, in unlimited quantity, if necessary. It was what Mario Draghi’s
famous ‘whatever it takes’ was referring to. Even though not yet used,
the very existence of the Outright Monetary Transactions helped
to calm down financial instability. In 2015, it was confirmed by the
European Court of Justice that the Outright Monetary Transactions are
within the mandate of the European Central Bank.
The crisis started as a financial crisis; therefore, the financial
sector regulatory and supervisory framework was overhauled. A single
rulebook for all financial actors in the European Union was put in place.
It strengthened prudential requirements for banks, requiring higher
capital and liquidity buffers, and improved depositor protection and
rules for managing failing banks. In the euro area, the Banking Union is
up and running, with the European Central Bank’s Single Supervisory
Mechanism as the central prudential supervisor and a Single Resolution
Mechanism to manage bank resolution effectively, should the need
arise. The principle of a bail-in instead of a bail-out was introduced. This
means that bank shareholders and creditors (not the taxpayers) are first
in line to pay for a bank’s mistakes.
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We have already seen positive results from the changes introduced.
During the 2015 Greek crisis, serious enough in itself, there were very
little spill-over effects to other euro area countries. The stability of the
euro area as a whole was not questioned. This was in clear contrast to
the 2010-2011 euro area crisis, when we saw a domino effect – problems
in one country created problems in another and so on. Therefore, one
can see that the changes introduced since the crisis have made the
Economic and Monetary Union more resilient.
However, a more deep and systemic recast of the system was
necessary. Deepening the Economic and Monetary Union is important
to strengthen the resilience and to restart the process of convergence
within the euro area. The first inputs to this discussion were made
already in 2012 with the Four Presidents’ Report ‘Towards a Genuine
Economic and Monetary Union’ and the European Commission’s (EC)
‘Blueprint for a Deep and Genuine EMU’.
The Euro Summit of October 2014 underlined the fact that ‘closer
coordination of economic policies is essential to ensure the smooth
functioning of the Economic and Monetary Union’. It called to ‘develop
concrete mechanisms for stronger economic policy coordination,
convergence and solidarity’ and ‘to prepare next steps on better
economic governance in euro area’.3
In 2015, the Five Presidents’ Report ‘Completing Europe’s Economic
and Monetary Union’ designed the way forward. Some of the ideas set
out in the Five Presidents’ Report have already been implemented – a
revamped European Semester, creation of an independent European
Fiscal Board and the recommendation to the member states on national
productivity boards.
In May 2017, the EC Reflection Paper on the deepening of the
Economic and Monetary Union set out a roadmap for the completion
of the Economic and Monetary Union by 2025. Following this work, in
December 2017, the EC presented a package of concrete measures towards
a more resilient and prosperous Economic and Monetary Union.
3 Completing Europe’s Economic and Monetary Union, Report by Jean-Claude Juncker in
close cooperation with Donald Tusk, Jeroen Dijsselbloem, Mario Draghi and Martin Schulz
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The continuing improvement in our economic outlook is the result
of consistent reform efforts over the years. To quote EC President
J. C. Juncker: ‘We need to fix the roof while the sun is shining’.
The EMU deepening is based on the following principles:
1) the EMU deepening is not a goal in itself but is a means to ensure
economic growth and prosperity,
2) risk sharing and risk reduction should go hand-in-hand,
3) the unity of the European Union must be preserved, being open
and transparent to non-euro area countries,
4) strengthened democratic accountability.
On that basis, the EC presented measures to achieve the following:
1) support Member States in their work towards more resilient
economies,
2) strengthen EU-level shock-absorption and crisis-management
mechanisms,
3) support the process of convergence, both within and among
Member States.
The best way to prepare for future economic shocks is by building
resilient economies. This requires targeted structural reforms, and
impressive work has already been done in many Member States.
The EC put forward several proposals to better assist such reforms.
First, the EC proposed to create a Reform Delivery Tool. The
tool would be based on multi-annual reform commitment packages
negotiated between governments and the European Commission,
with measurable milestones. It would be a demand-driven mechanism
within the European Semester, but Member States with excessive
macroeconomic imbalances would be particularly invited to present
such reform commitments.
Already before 2020, this approach could be tested in a pilot
phase, by offering Member States the possibility to draw from the
performance reserve of the European Structural and Investment Funds.
The EC therefore proposed an amendment to the Common Provisions
Regulation. This would open the option to use these funds in support of
agreed structural reforms rather than specific projects.
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Second, to further develop the work of the Structural Reform Support
Service, the EC proposed to increase the budget of the Structural Reform
Support Programme. There is a strong demand from the Member
States to receive technical assistance for design and implementation of
structural reform. The EU budget for 2018 can only cover a fifth of the
requests from over 20 Member States, so there is a reason to step up.
Third, the EC offers support for the countries that are working
towards euro accession. This will facilitate the process of convergence
and help to ensure that countries are well prepared to join the euro
area and can prosper once they are in. In the short term, it would be
done via a dedicated work stream in the Structural Reform Support
Programme. After 2020, the EC proposed to do it via a dedicated
Convergence Instrument.
However, large economic shocks can never be entirely excluded.
A strong crisis management toolbox is essential to prevent them from
spreading and from doing long-term damage to our economies.
First, the EC set out ideas for the euro area fiscal stabilisation
function. To deal with large asymmetric shocks, the stabilisation
function is aimed in particular at supporting investment levels. In times
of stress on public budgets, investment is often the first item to be cut,
thus reducing countries’ growth potential and complicating future
recovery. The European Investment Protection Scheme would help to
sustain the level of public investment. It would work with loans and
possible limited grants. It should not create new permanent budgetary
transfers and would work with strict eligibility criteria.
Based on the approach identified in the package, the EC is now
working on these proposals in more detail, in order to make legislative
proposals in May 2018.
As an additional element to provide macro-economic stabilisation,
there could be a temporary increase in co-financing or pre-financing of
European Structural and Investment Funds. This would allow Member
States hit by a crisis to sustain the levels of EU co-financed investment
despite limited budgetary means. In this way, the absorption of the EU
funds could be made more countercyclical.
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Second, the EC proposes to build on the success of the European
Stability Mechanism (ESM). By providing financial support to euro area
Member States in distress, the ESM has allowed them the fiscal space
needed for reforms and for recovery to take place. Turning it into the
European Monetary Fund should help tackle future crises more effectively
and with greater democratic oversight. The financing and governance
structures would basically be left intact according to the proposal.
The European Monetary Fund would also provide a common
backstop for the Single Resolution Fund. This would reinforce
confidence in the banking system and, therefore, in fact make it less
likely to be called on. The backstop would be fiscally neutral over the
medium term, as any disbursements by the Single Resolution Fund
would be recouped from the banking sector.
Completing the Banking Union and achieving a true Capital
Markets Union would increase private risk-sharing, and the more
private risk sharing we have, the less public risk sharing will be needed.
Therefore, the completion of the Banking Union is a priority. To
make progress, one should advance on risk-reduction and risk-sharing
in parallel. The completion of the Banking Union in practical terms
means adaptation of the Banking Package (which the EC put forward
in November 2016 to reduce risks in the banking sector), agreement on
the third pillar of the Banking Union (the European Deposit Insurance
Scheme) and putting a backstop for the Single Resolution Fund.
Finally, as regards deepening the EMU, the aim is to strengthen
democratic accountability by ensuring a stronger role of the European
Parliament and national parliaments. Some of the intergovernmental
arrangements, for instance the substance of the Treaty on Stability,
Coordination and Governance in the EMU, should be integrated into
the Union’s legal framework.
With a medium term perspective, the EC put forward the idea of a
European Minister of Economy and Finance for debate.
However, it is worth reminding that strengthening the Economic
and Monetary Union architecture does not replace the need for sound
budgetary, economic and social policies at the national level. Stability
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oriented fiscal and macroeconomic policies, well-functioning product
and labour markets supported by skilled labour forces, access to capital
and facilitation of the business environment are key factors for resilient
economies.
The EU level reforms that have been introduced to draw lessons
from the crisis were also relevant for Latvia. As one of the countries that
were hardest hit by the financial and economic crisis, Latvia was at the
forefront of the crisis and was a frontrunner in developing anti-crisis
measures. The way that Latvia managed the crisis is often quoted as an
example for other Member States.
What can Latvia share from this experience? How and to what extent
is it important in the European (and maybe even wider) context?
To start, one should understand the reasons of the deep crisis in
Latvia. During the boom years, Latvia’s economy was one of the most
overheated, developing major imbalances, huge current account deficit,
losing competitiveness and developing a big real estate bubble. The
overheating was driven by major capital inflows, and the credit boom
was driven by the overly easy crediting policy of the Nordic banks.
Once the global financial crisis started, the capital inflows and crediting
came to a sudden stop, the real estate bubble burst, and the loss of
competitiveness was exposed. Economic output quickly decreased, and
unemployment rapidly increased. During the years 2008-2010, Latvia’s
economy lost around a fifth of its size, and unemployment peaked at
above 20%.
The classical overheating symptoms were seen in several other
European countries, but Latvia’s case was particularly pronounced.
The situation was aggravated by the collapse of the largest
domestically owned commercial bank Parex. Considered as a systemic
bank, it was decided to nationalise and save the bank using public
money. This operation cost Latvian taxpayers around 1billion lats
(1.3 billion EUR). That was the point at which Latvia had to seek an
international loan programme from the EC, the IMF and bilateral
lenders.
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Talking about key lessons from Latvia’s experience in overcoming
the crisis, I would start with the frontloading of fiscal adjustment and
structural reforms. The bulk of the fiscal adjustment was done already
at the beginning of the crisis, especially in 2009. This helped to quickly
restore the confidence of the financial markets and then to return
to economic growth. Already during the second half of 2010, Latvia
returned to year-on-year growth. To put simply – financial stability is a
precondition for economic growth. Without financial stability, market
access is problematic, capital starts fleeing the country, banks are not
lending to the economy, companies are not investing, consumers are not
spending, and economic crisis keeps deepening. From the experience of
some other crisis-hit countries that were trying to delay the adjustment,
we could see that it was not helping but was prolonging the recession
and just making issues worse. This lesson is clear: the frontloading of
adjustment helped to return to economic growth.
Another important aspect of crisis management concerns the mix of
adjustment measures: around two-thirds of fiscal adjustment came from
public expenditure cuts and one-third from revenue measures, mainly
tax increases. This is seen as a broadly balanced proportion, because
relying excessively on tax increases has a more negative effect on
economic output. As regards the taxation part of the adjustment, Latvia
has followed the classic path of shifting tax burden from labour towards
other tax bases that are less detrimental to growth – consumption,
property and capital.
Thus, major fiscal adjustment was carried out during the crisis. But
it was important to ensure durable commitment to fiscal responsibility.
That is why the Law on Fiscal Discipline was adopted. Latvia’s government
already started to work on this law in 2010, ahead of similar EU legislation.
Its work was later adjusted to comply with the Treaty on Stability,
Coordination and Governance in the Economic and Monetary Union.
This law was a major step for putting in place the medium term budget
framework and ensuring a balanced budget within the economic cycle.
Structural reforms in both the private and public sectors were of
paramount importance. The aim of these reforms was to boost the
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competitiveness of the Latvian economy by cutting red tape, increasing
the efficiency of public administration and improving the business
environment. During the crisis, we reduced the bureaucratic apparatus,
optimised school and hospital networks and simplified administrative
procedures for businesses. Let us consider some examples of these
structural reforms.
Major structural reforms were implemented in the health care
and education systems. One of the heritages from Soviet health care in
Latvia was a large number of hospital beds per 1,000 inhabitants and,
thus, a large number of hospitals, where the quality of health services
was frequently unsatisfactory. According to the master plan, which
was developed but not implemented in the health sector, the number
of hospitals in the country was to be reduced from 59 to 35. At the
same time, in order to improve access to modern health care services,
a network of out-patient hospitals and a unified emergency medical
assistance service were created.
In the area of education, Latvia was characterised by a low pupil/
teacher ratio. With 7 pupils per teacher, Latvia had the lowest indicator
in Europe, where the average was 12 pupils per teacher. According to the
data of the Ministry of Education and Science, small schools also had
lower indicators of education quality. The principle of ‘money follows the
pupil’ was introduced in order to promote local governments’ efficiency
when planning school networks. Such a step helped to optimise the school
network, increasing the pupil/teacher ratio and moving it closer to the
European average. At the same time, local governments received support
for purchasing school buses to ensure safe access of pupils to the schools.
A range of measures was taken to reduce bureaucracy and improve
the business environment. It included measures aimed at reducing the
administrative burden on companies, especially on small and medium
sized enterprises. Tax administration, real estate registration and other
processes were simplified. During the crisis, problems in the insolvency
area became more acute. Amendments to the Insolvency Law were
prepared in order to improve the insolvency processes of enterprises
and natural persons.
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In public administration, a decision was made to significantly
reduce the number of ministries and government officials. The number
of ministries was reduced from 16 to 13, the number of different public
agencies was reduced by half, and central administrative offices of
ministries shrank by about 30% on average.
However, for reforms to be successful, government needs support
from different stakeholders – social partners, NGOs and society at large.
During the crisis, the Reform Management Group was set up to ensure
that all major reform measures are discussed (and possibly agreed upon)
by our social partners. The group was an extended version of social
dialogue including the Latvian Council of Local Governments and the
Chamber of Commerce and Industry, with relevant NGOs included for
specific subjects. Although the group was not always in consensus, it
was still essential that crisis solutions were sought and frequently found
at the negotiating table. The pragmatic and constructive work of the
social and cooperation partners in this group played an important role
in crisis management.
An economic crisis is always particularly painful for the most
vulnerable social groups, and taking care of them was one of the most
urgent tasks. Therefore, an additional social safety network was set up.
It involved many measures including prolonged unemployment benefits,
an increase of the guaranteed minimum income benefit, improved
accessibility to healthcare and medicine for poor people, etc. Probably
the most important measure was a very large temporary employment
programme: well over 100,000 people participated. Setting up the
network had positive impact on the overall social climate and the labour
market.
As regards investment, there is a saying that one should not eat
the seed potatoes in hunger times. However, when it comes to fiscal
adjustment, investment often suffers first. This was also relevant in the
case of Latvia during the crisis. Stimulating the economy by investing
and creating jobs was one of the priorities. In the middle of major fiscal
adjustment, the most realistic way to stimulate the economy was to
intensify the use of European structural and cohesion funds. Between
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2008 and 2009, the absorption of EU funds in Latvia was tripled, and
national co-financing was not subjected to cuts. Higher absorption rates
were largely achieved thanks to the acceleration and simplification of
administrative procedures, reduction of the bureaucratic burden and
improved availability of information on EU support. To support Latvia’s
exporters, an export credit guarantee system was set up.
One of the central issues, particularly at the beginning of the crisis,
was the question of the stability of the lats – Latvia’s national currency.
Many experts worldwide thought that the question was not ‘if?’ but
‘when?’ Latvia will have to devaluate the lats. There were speculative
attacks and strong pressure from different sides, including from the
International Monetary Fund. At the same time, European partners
supported Latvia’s commitment to currency stability as one of the key
tools in managing the economic crisis. For a country as small and as
open as Latvia, there would not be much gain from devaluation, simply
because any gain in competitiveness would have been eaten away by
inflation really quickly. In addition, devaluation would not address the
structural problems in Latvia’s economy. Therefore, it was decided to
ensure the stability of the lats and to undertake long-overdue structural
reforms.
During the crisis, in early 2010, Latvia’s government made the
decision to work towards joining the euro area as of January 1, 2014. The
objective of accession to the euro area played a stabilising role and has
provided a macroeconomic and fiscal reference framework to overcome
the crisis. A lesson that could be drawn from this story is that, crisis or
not, to move forward, a country has to set ambitious and clear objectives
and work towards them.
During the crisis, Latvia was mentioned in all major economic
media and triggered fierce discussions also among the most prominent
economists. For example, in December 2008, famous Nobel prizewinning economist Paul Krugman declared that ‘Latvia is the new
Argentina’, emphasising that the bankruptcy of the state was inevitable.
However, Latvia did not become ‘the new Argentina’; on the contrary,
just a few years later, it was one of the fastest growing EU economies.

Europe After 100 Before iekslapas.indd 122

12. april 2018 10.17

V. Dombrovskis. Latvia: What Lessons for the Future?

123

As the economy returned to a period of economic growth, it was
important to set clear priorities for economic policy. In this context,
I would highlight the economic policy priorities of the European
Union - investment, structural reforms and fiscal responsibility. During
the last years, additional emphasis has been put on ensuring inclusive
growth, i.e. reducing income inequalities. These priorities are also fully
relevant for Latvia. Most importantly – this policy mix turns out to be
very efficient.
In a fast changing world, Latvia and other EU member states
will have to be able to embrace and lead change. In the year of the
100th Anniversary of Latvia, these lessons should be a guiding light in
setting future policy agenda.
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Take the Pain Early
MĀRTIŅŠ KAZĀKS1

The Baltic countries are champions of income convergence.
Measured in purchasing power parity (PPP), per capita real GDP
as a per cent of the EU average has more than doubled since 1995,
and, in 2016, it was 76% for Lithuania, 75% for Estonia and 65% for
Latvia. Average per capita incomes in all three capitals have climbed
to levels above the EU average during the past 2–3 years. Compared
with the peer group of the former Soviet bloc countries, the Baltic
per capita PPP-adjusted income levels lag behind only those of
the Czech Republic, Slovenia and Slovakia, which all had a much
better head start. Income and productivity convergence over the
past two decades has been fast, indeed, with an average annual real
GDP growth rate in the Baltics of around 4.3% (vs. the EU average
of around 1.7%) and real average gross wages up by around 5% per
annum. At the core of this success has been closer integration into
global supply chains and improving the quality of institutions and
corporate governance – chiefly due to integration into the EU but
also into the EMU, NATO and the OECD.
But this has not been only a story of success. Fuelled by massive
capital inflows and unduly optimistic expectations of (very rapid and
close to imminent) income convergence with their affluent Western
European and Scandinavian neighbours, the Baltics endured the worst
recessions in the EU. Within the EU, the depth of the Baltic recessions
can be matched only by the Greek crisis. This was a homemade crash,
1

The author would like to thank Linda Vildava, Agnese Buceniece and Lija Strašuna for
excellent research assistance. The views expressed are the author’s own and may not
ref lect the views of Swedbank AB and/or the Fiscal Discipline Council of the Republic
of Latvia.

Europe After 100 Before iekslapas.indd 124

12. april 2018 10.17

M. Kazāks. Latvia: Take the Pain Early

125

helped first by global exuberance and then by global financial and
economic crisis2.
The run up to the crisis was truly breath-taking – in all three
countries, real GDP growth rates climbed above 10%, and bank loan
portfolios jumped by more than 50% a year. Latvia had the largest
excesses as reflected in inflation peaking at nearly 18% and current
account deficit above 20% of GDP. Domestic imbalances and the global
financial crash of 2008 resulted in a sudden reversal of capital flows and
sharp falls in economic activity. In Latvia, things were made worse by
the problems in the second largest commercial bank, which was bailed
out by the government, and the help of the IMF and EC was called in.
Estonia and Lithuania scraped through without major banks going bust
and stayed out of the IMF programmes. The drop in GDP was sudden –
in the single year of 2009, real GDP in all three countries fell by close
to 15%. The cumulative output drop from peak to trough was 23% for
Latvia, 21% for Estonia and 17% for Lithuania.
The basis of the policy response to the crisis in all three countries
was to maintain their currency pegs to the euro and implement
austerity policies. The downturn was so sudden and deep that
expansionary policies were unlikely to have helped – the fiscal gap
was too large to be credibly financed, and the policy implementation
lag was too long to affect short-term outcomes. Faster absorption of
the EU structural funds was used as a substitute for an expansionary
fiscal policy. Fiscal austerity was crucial to stop the leak, stabilise public
finances and rebuild the trust of global financial markets. Structural
reforms were hastily implemented to strengthen the economic
fundamentals for growth in the future.
In contrast to Greece, whose recovery is just rooting in, the Baltics
were already rebounding in 2010, and all three economies have by now
grown above the unsustainable credit-boom-driven peaks. The Baltics
are now on a solid footing, with tighter safeguards for public finances,
2

There is a vast literature on the causes of the crisis in the Baltics and the policies employed.
For a reader interested in details, see, for instance, Blanchard et al (2013), Staehr (2013), IMF
(2012).
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strong private sector balance sheets, sustainable foreign trade balances
and no bubbles in their residential real estate markets.
In this note, we sketch in some observations from the Baltic boombust episode and the ensuing recovery that could be applicable for
policy making in the rest of the EU. Apart from the straightforward
conclusions that (i) income convergence as a process is by no means
rapid, uninterrupted or imminent, and, therefore, overly optimistic
borrowing against future income streams leads to current financial
vulnerabilities by the private sector building up excessive liabilities,
(ii) countercyclical fiscal policies must be implemented to discourage
the build-up of imbalances and build buffers for the times of crisis (e.g.
tighter fiscal discipline has already become a part of EU legislation as
a response to the Great Recession) and (iii) it is critical to cut the link
between the sovereign and the solvency of the banking system (e.g.
which has been addressed by the establishment of the banking union),
we point out four other observations.
1. Time is of essence: take the pain early and build public ownership
of the adjustment measures. Taking action early is critical to engineer
a swift and lasting recovery. Honest and straight-to-the-bone problem
diagnostics are critical. Hoping for the best will not help – if things
can go wrong, most often they will – especially, when international
financial market pressures are at work. Clear communication and
public ownership of reforms are critical to reduce anxiety and the hit
to confidence and, therefore, may lessen the depth of the recession.
When communicating with the home population, the ‘good cop, bad
cop’ strategy (where the bad cop’s role is pushed on to an external
counterpart, such as the IMF or EC) could help a government to push
through the most difficult policy measures, such as fiscal austerity.
Yet, too much of a blame game is counterproductive as it builds local
resistance to change and, by seeping into global media, confuses
international investors.
The window of opportunity for reforms is short, and reform
fatigue soon sets in. The home population (i.e. voters) gets exhausted
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by economic hardships, and, without visible improvements to show,
politicians are likely to be ousted. This reignites uncertainty and wastes
response time, as one saw in Greece. Even if the policy response yields
positive results and the crisis-time prime minister retains the office after
the general election (as was the case of Valdis Dombrovskis in Latvia
and Andrus Ansip in Estonia) success brings euphoria, putting reforms
on hold at a cost of slower future growth.
2. Mind the structure of the economy: harshness of austerity policies
must be gauged against export strength. Export volumes of the
three Baltic countries took a hit of 10–20% in 2008–2009 as the global
economy slid into recession, but a stark rebound came soon, and, in all
cases, an overall economic recovery was kick-started by stellar export
growth. By 2012, export volumes were up 40–60%, compared with
their lows of 2009. Market shares rose markedly as Baltic exports grew
faster than global trade. Exports of goods and services as a share of GDP
(measured in constant prices) expanded from 45% to 60% in Latvia,
from 56% to 77% in Lithuania, and from 62% to 87% in Estonia. The
Baltic economies are now among the most open in the world.
A collapse in domestic demand (driven by a sudden reversal
of capital flows and austerity policies) did help to grow exports,
but causality was far from simple. Layoffs of the least productive
employees improved productivity. High unemployment and wage cuts
strengthened labour cost competitiveness. Depressed domestic demand
forced corporates to look outside their home markets as the global
situation was so much less bad.
But there was more to it. In the Baltics, the ability of exports to kickstart a broad economic recovery critically depended on a much wider
set of factors than the standard ones listed above. First, the magnitude
of the collapse of domestic demand and the size of adjustment were
mind-boggling – in the single year of 2009, real household spending
fell by 15–17%, nominal average gross wages shrunk by about 4.5%,
and unemployment more than tripled to just below 20%. This made
the appeal of exports incredibly alluring. Second, the Baltic economies
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are small, which allowed them to grow their exports even when global
demand was weak. Their export base was well diversified, which
meant that export growth spread through multiple markets and
products.3 Third, the collapse of domestic demand freed up productive
capacity; this meant that export growth was less dependent upon new
investment, which takes time and, after all, may never happen because
financing dries up during recessions and investment activity suffers
most. From 2009 to 2012, Latvian manufacturing output grew by 42%,
and the share of exports in total manufacturing sales rose from 54% to
64%. Finally, the size of the export sector in GDP in all three countries
was big enough to turn around the whole economy.
A rapid, export-driven recovery cannot be replicated universally.
For larger and less open economies, with a less diversified export
structure and relatively small export capacity, austerity policies must
be carefully gauged against the ability to grow their exports. With
domestic demand collapsing as capital flows reverse and exports
unable to turn the economy around, adding undue pressure via tooharsh austerity policies may depress the economy for too long, possibly
aggravating political instability and undermining the economic
situation further. Exports are by all means one key avenue for recovery,
but, for some countries, such an avenue may turn out to be too narrow
to be the sole basis for recovery. The Greek economy, with its small
export segment (just above 20% of GDP in 2009) and mediocre export
performance over the past decade, is perhaps a fitting example.
3. Quality of institutions does matter: a larger shadow economy and
less transparency push for a deeper deleveraging and hysteresis.
Since the trough, all three Baltic economies have grown on average at a
very similar rate – real GDP up nearly 3.5% per annum. The dynamics
of bank lending post-crisis, however, tell very different stories. Bank
lending to residents in all three economies is by and large dominated
by the same Scandinavian banking groups; therefore, most of the
3

See Swedbank (2016) for an analysis of the Baltic economies’ post-crisis export performance
and export market and product diversification.
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cross-country differences in lending must be country specific. In this
subsection, I shall focus on Latvia and Estonia, leaving Lithuania out as
it by and large fits in between the other two.
In the run-up to the crash, Estonia and Latvia had built up
similar levels of bank loans to resident households and nonfinancial
institutions, peaking at about 100% of GDP at the trough of the
business cycle.4 From a macroeconomic perspective, with but a few
percentage-point differences, the crash in both economies was fairly
similar – real GDP contracted by roughly 20%, unemployment rose
to nearly 20%, and residential real estate prices crashed by 50–60%.
In Estonia, the stock of bank loans to nonfinancial institutions started
to grow again in 2012 and to households in 2013. Since then, the stock
of loans has stabilised at 70–75% of GDP. In Latvia, the stock of loans
to nonfinancial institutions turned positive only in very late 2016, and
households have, in 2018, yet to see it. More than six years of creditless
recovery in Latvia, against just two-three years in Estonia! The ratio of
the stock of bank loans to GDP has slid to 45% and is unlikely to show
any major upswing any time soon. Deleveraging has run deep, and the
loans-to-deposits ratio in Latvia has by now shrunk to 1.0 from 2.9 in
2009, compared to 1.2 from 2.1 for Estonia. Latvian households now
hold more deposits than loans (a ratio of 0.8 vs. 1.2 in Estonia). Also, the
recovery in Latvian residential real estate prices has been more subdued
than in Estonia.
Although there could be harsher nonlinear effects, since both
the boom and the bust in Latvia were a tad larger than in Estonia, the
differences in the macroeconomic impact have been rather small and
unlikely to generate that large a divergence in post-crisis bank lending.
Our brief analysis that follows argues that differences in the size of
the shadow economy, transparency of financial flows and the rule
of law in general have been instrumental in driving these outcomes.
4

In Lithuania, bank loans to resident households and nonfinancial institutions peaked at
65% of GDP – it lagged behind the other two countries in its business cycle, i.e. the pickup
in bank lending started later and had less time to drive up bank credit. The smaller credit
boom explains the smaller GDP contraction. Since 2013, the stock of bank loans has been
fairly stable, at just above 40% of GDP.
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Contract enforcement in Latvia was more difficult as the shadow
economy was larger, corporate and household financial flows were less
transparent, and, therefore, asset stripping and creditor rights’ abuse
more widespread. The Latvian experience implies that a poor rule of
law can raise the social cost of recession (e.g. by increasing emigration),
strengthen hysteresis of negative post-crisis factors (e.g. by weakening
the bank lending channel) and raise the cost of borrowing (e.g. as postcrisis risk models of bank lending take past losses into account).
The key exhibit in our analysis is that, with a broadly similar macro
crash, above-30-day-loan overdues in Estonia peaked at around 8% of
bank portfolio, against around 22% in Latvia. Putniņš and Sauka (2017)
estimate the size of the shadow economy in 2009 at 36.6% of GDP in
Latvia and 20.2% in Estonia. Underreporting of salaries as a per cent
of actual salaries is estimated at 34% in Latvia and 19.5% in Estonia,
whereas underreporting of business profits is estimated at, respectively,
31.7% and 11.1% of actual profits.5 Of course, shadow economy
measurements are notorious and should not be taken at point value, but
they are decent at capturing major tendencies.
Prohorovs (2017) calculates that the equity capital of Latvian and
Estonian companies was about the same in 2000, whereas by 2014 it
had grown eightfold in Estonia and only fourfold in Latvia. Nominal
GDP growth over the same period in both countries was quite
similar – up 2.2 and 2.4 times for Latvia and Estonia, respectively.
If Estonian companies were that much more profitable, they would
have, with free cross-border capital flows, taken over Latvian ones to
reap extra profits. As previously mentioned, this supports findings
by Putniņš and Sauka (2017) that Latvian companies have been
underreporting their profits. With less capital officially on their books
and less skin in the game, it has been easier to bankrupt a company
or hollow it and abuse creditors instead of keeping it afloat. FICIL
(2016) estimates that the economic impact from insolvency abuse
5

These differences have narrowed as Latvia has worked to shrink its shadow economy.
Putniņš and Sauka (2017) estimate the shadow economy in 2016 at 20.3% in Latvia and
15.4% of GDP in Estonia.
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during 2008-2014 in Latvia was in the range of EUR 580-750 million,
with a mean of EUR 665 million (i.e. on average 0.5% of GDP every
year). There is no such estimate available for Estonia to draw direct
comparisons. Inefficient or fraudulent bankruptcy procedures increase
the cost of crisis both by imposing undue losses onto creditors and
slowing the recycling and returning of the assets back into the
economy to take part in economic recovery.
As to households, payroll tax evasion must not only have made
their consumption boom stronger, as their incomes were higher by the
share of evaded taxes, but also deepened financial stress and pushed
up emigration (7.3% of the population during 2008–2012 vs. 2% for
Estonia; Estonian numbers are likely to be underestimated due to
pendulum migration to Finland but unlikely to such a degree) when
householders lost their jobs and unemployment benefits turned out to
be tiny, if any, since they are calculated in view of paid payroll taxes.
The mix of all these factors and characteristics must have made
demand for and supply of credit more cautious in Latvia than in
Estonia. Given that credit pricing models of bank lending take into
account past risk, the cost of borrowing in Latvia has been higher than
in Estonia (e.g. average mortgage lending rates in Latvia have been
higher than those in Estonia, see Swedbank (2017)), which may have
been yet another factor to weigh down on demand.
4. Contain risks to fiscal sustainability: support brisk and inclusive
economic growth. In this subsection, we point to a future risk in the
Baltic countries, which echoes many other EU member states. The chart
below, compiled from the data reported in the EC (2015) Ageing Report,
shows that the Baltic countries have the smallest age related public
spending as a per cent of GDP in the EU. The current extrapolations
imply that they will remain such far into the future because the current
legislation has passed the task of saving for retirement on to the people
themselves, planning to provide only scant support from public
spending. This no policy change scenario clearly shows the challenges
going forward.
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Shrinking and ageing populations (with a growing share of elderly),
high income inequality (with elderly often in the poor end) and sizeable
income gaps with more affluent EU member states (which drives
emigration, depleting growth potential and ageing the society further
as those who emigrate are generally younger) are unlikely to make the
no change scenario politically feasible as the elderly voter (also a most
active and consolidated voter) may push politics towards more populist
streams that raise age related public spending, at the cost of long term
growth and risk to sustainability of public finances. Large public debts
would reduce the government’s ability to support the private sector
during crises. The only credible way to reduce the risk to future growth
and fiscal sustainability – amid free labour mobility within the EU and
welfare states remaining national – is to implement policies that support
brisk and inclusive productivity and income growth.
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How Can Latvia Harness
Globalisation?
INNA ŠTEINBUKA, MĀRTIŅŠ ZEMĪTIS

Latvia and Europe in the global world
In the old days, globalisation meant more trade of goods and services.
Now, the nature of globalisation has changed to include not only the
flows of commodities and services but also improved connectivity
and flows of people (migration), data, energy, investment and virtual
capital (crypto-currencies). Globalisation as a force is inevitable and
irresistible. Economies can adapt, mitigate its consequences and
improve their resilience, but globalisation does not respect national
boundaries. Therefore, national solutions do not suffice, and supranational strategies are required in order to survive and thrive in the
global environment. Globalisation brings major risks but also creates
new opportunities. Latvia will need to learn to harness the wild forces of
globalisation for its benefit in the decades to come.
Global trends that will affect the EU and Latvia in the future no
longer follow a linear pattern but rather develop as a ‘creative disruption’.
The demand for a larger volume of goods and services is increasingly
replaced by demand for more fair trade and sustainable and local
products. Supply chains are becoming complex global value chains.
Flows between mainly developed economies are supplemented by greater
participation of emerging economies and mega cities. While states and
big multi-nationals drove trade and investment flows in the past, the
role of small and mobile enterprises, non-state actors and individuals
is increasing. Easily monetised transactions give way to open-source
and shared content. Technology transfer from developed to emerging
economies is being supplemented by spill-overs in both directions.
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‘Global’ is today’s reality. Robotisation and automation, the internet of
things, 3D printing, high-capacity data networks and increasing mobility
are changing the way Europeans live, work and do business with the rest
of the world. To illustrate, in 2016, 1.2 billion international trips were
made, 244 million people lived outside their home country globally, 914
million social network users had at least one foreign friend, 75 million
online cross-border purchases within the EU-27 were made, 2 million
commuters crossed borders every day within the EU-27, 3.3 million
people have studied abroad through the Erasmus+ programme since
1987, and there were 13 million cross-border students globally [Source:
Reflection Paper on Harnessing Globalisation, EC, 2017]. Simple and
repetitive tasks that can be described and automated will disappear
and robots powered by artificial intelligence will literally ‘devour’ jobs.
Harnessing this force of globalisation will require adaptation of skills and
competences beyond what is currently planned or imaginable.
These economic and social trends are affecting both the Europeans’
perception of globalisation itself and their cherished social model.
While 55% consider globalisation as an opportunity overall, 45%
consider it a threat. 37% of Europeans view globalisation as an asset
to their country’s identity, whereas 53% view it as a hazard [Source:
Eurobarometer Survey, EC, 2016]. Globalisation is changing the
world of work: 72% of Europeans currently work in the service sector,
only 2 out of 5 Europeans work for the same employer more than 10
years, 1 in 6 Europeans tele-work, 44 million Europeans work parttime, 22 million have a fixed-term labour contract, and more than
16 million EU citizens live in a member state other than their own
[Source: Reflection Paper on the Social Dimension of Europe, 2017]. The
diversity of life-styles is multiplying, and a different balance between
life and work is emerging. The old European identity is under question.
Globalisation challenges traditional identities but also creates new
values and solidarities.
As a core country of the European Union (EU) – including
membership in the euro zone, Schengen and permanent structured
cooperation in defence (PESCO) – Latvia is subject to the same
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challenges and opportunities as the EU as a whole. Since Latvia’s
accession to the EU in 2004, its economic history has been part and
parcel of the development story of the EU. Likewise, the future of
Latvia’s small, liberal and open economy is inextricably linked with the
economic future of the EU. EU countries, especially – close neighbours,
are Latvia’s most important trading and cooperation partners in the
energy, digital and financial domains. As an EU member state, Latvia is
a player in the global word. Latvia’s potential to use globalisation to its
advantage depends, in equal measure, on its own policy instruments as
well as on the opportunities and challenges of the EU as a whole.

How to remain competitive?
The global marketplace is a hotbed of fierce competition – the EU
competes collectively against the US, China and other world regions.
As China and the US are strong investors, factors such as innovation,
business sophistication, technological advances and market integration
become more important. Europe is ageing faster than the US and China;
therefore, it becomes less competitive in labour terms and must counterweigh this disadvantage by gains in investment and productivity.
However, unlike the US or China, the EU is not a federal, unitary
formation but is divided by languages, legal traditions and remaining
barriers in service and capital markets. In many ways, the EU is only
as strong as its weakest link. Therefore, the collective competitiveness of
the EU depends on the resilience, industriousness and smart policies of
its Member States.
Contrary to the flexing of protectionist muscle in Trump’s America
and despite the continuous rise of China as a global export powerhouse,
in 2018, the EU-27 is on a path of growth, job creation, investments,
innovation and inclusion. Europe’s economies are more competitive,
public debt is on a downward trend, and past institutional weaknesses
of the euro area have largely been corrected through the deepening of
the European Economic and Monetary Union (EMU). Bold steps have
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been taken to deepen and enlarge its ‘crown jewel’ – the Single Market.
Strengthening Europe’s digital and energy connectivity, as well as its
pan-European banking and capital markets, will significantly add to the
EU’s growth potential. Experts expect that the next wave of innovation –
in deep tech, artificial intelligence and robotics – will play to Europe’s
strength in science, engineering and industry. In fact, the EU is home to
a high value-added manufacturing and industrial base, which accounts
for roughly 23% of the GDP since 2009, while manufacturing accounts
for only 20% of the GDP in Japan and the share in the US has fallen
from 31% in 2000 to 26% in 2015 [Source: Europe is back, 2018]. Worldclass manufacturing in Europe provides a strong springboard for the
next industrial revolution or Industry 4.0. Finally, as the euro area is the
undeniable economic core of the EU-27 (accounting for over 86% of its
GDP), wide ranging reforms of its governance will add to resilience and
help maintain the EU on the path of sustainable and inclusive growth (for
a more detailed discussion of EMU reforms, see Valdis Dombrovskis’s
article ‘Latvia: What Lessons for the Future?’).
Latvia, a recent entrant to the “rich countries’ club”, i.e. the OECD,
has placed enhancement of investment, export and productivity among
its utmost economic priorities. And for a good reason – in many ways,
Latvia is still a runner-up as concerns many facets of competitiveness.
Looking into the mirror of the Global Competitiveness Index produced
by the World Economic Forum, one finds a mixed picture. Latvia scores
comparatively well in such indicators as macro-economic environment
and labour market efficiency, while the small market size is an objective
drawback. More painful is the relatively low ranking of Latvia’s public
institutions and infrastructure (roads, ports, railways, airports),
which require considerable investments and cannot be overhauled
overnight. However, what most significantly drags down Latvia’s overall
competitiveness is low innovation performance and insufficient business
sophistication [Source: Global Competitiveness Index 2017–2018]. These
are key factors, which the government can (and should) influence, as
they determine if Latvia will one day play in the highest league of highincome states or remain caught up in the middle-income trap.
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The Latvian government’s policy must be smart enough to make
the most out of the EU’s common market, financing opportunities
and supportive legal framework. It must use these support factors as
levers to conquer the global market in niche sectors with its traditional
comparative advantages. However, in addition to the opportunities
provided by the EU framework, national policies must be supplemented
by proactive, evidence-based ‘competitiveness screenings’ to assess
progress, especially in those policy areas that require more effort such
as institution-building, investment in infrastructure and fight against
corruption and money laundering.

Financing priorities in Europe and Latvia
To a large extent, remaining competitive will require Europe to pursue
sustained investment in the future. The EU must continue to invest in
its youth, SMEs, research, innovation and connecting Europe.
Traditionally, the EU has also spent a sizable share of its budget
on Common Agricultural Policy (CAP) and social, economic and
territorial cohesion. At 1% of the combined gross national income (GNI)
of its Member States, the EU budget remains relatively small. For every
100 euros earned, European citizens pay an average of 50 euros each
in taxes and social contributions, of which only 1 euro goes towards
funding the EU budget. For less than the price of a cup of coffee a day,
Europeans fund an EU budget that manages a wide range of issues that
go beyond national borders and necessitate a European or international
response. Unlike national budgets, the EU budget is almost exclusively
an investment budget. In some states, like Latvia, the majority of
national public investment is sourced from EU funds [Source: Reflection
Paper on the future of EU finances, 2017].
However, since the inception of the current multi-annual financial
framework (MFF), many new priorities, in addition to traditional
funding needs, have risen to the fore. First, the geopolitical situations
in the Middle East, Russia, North Korea, Iran and Africa remain
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tense, necessitating more defence-related spending. Furthermore,
globalisation brings new and reinforces traditional risks such as
migration and border management, along with the refugee crisis,
security concerns, cyber-threats and radical terrorism. All these risks
require strong actions at the European level. Finally, in the globalisation
era, Europe is becoming increasingly connected, but gaps in energy,
digital and transport connectivity remain, making a case for continued
EU value-added investment in these areas. The pressures created
by these old and new competing demands on the European budget
resources have underscored a need for a serious rethink of both budget
revenues and expenditures.
The EU budget will need to change significantly after 2020.
The status quo is not an option. The EU budget will need to be more
straightforward, flexible, streamlined and efficient. It will need to reflect
the level of political ambition that the EU will set for itself.
Box 1. How should the EU’s budget be changed?
Globalisation challenges make the case for more funding, while a big
net contributor to the European budget – the United Kingdom (UK) – is
leaving. The withdrawal of the UK will mean a loss of revenue, which
has been estimated at roughly 13 billion per year. Unless compensated
by additional revenues and/or significant expenditure cuts, the budget
will be out of balance, a situation prohibited by EU law. However, this
juncture also presents an opportunity to discuss the vitally necessary
modernisation of the EU budget. A number of new funding options exist,
none too popular with net contributors or European citizens, such as the
financial transaction tax (FTT), carbon tax, fuel tax, electricity charge,
corporate tax based resource, ECB currency issuance charge, Schengen
visa fee and others. A discussion of future expenditure priorities is also well
underway. It is foreseeable that large, traditional expenditure items such
as CAP and Cohesion will need to be trimmed to allow for the financing
of such well-established, successful and over-subscribed investment
programmes as Horizon 2020 for science excellence, Erasmus+ for youth
mobility and COSME for Europe’s small and medium sized enterprises. In
all likelihood, there will also be a paradigm shift from grant financing to
financial instruments, tried and tested in the Investment Plan for Europe
(also known as the Juncker Plan).
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Net beneficiaries of the EU budget, such as Latvia, will need to
adjust to this new reality. Rather than trying to maintain ‘business
as usual’, Latvia will need to learn to benefit from the new funding
schemes, such as the European Defence Fund, rather than argue for
mere stability of spending for CAP and Cohesion. It is highly unlikely
that it will be able to square the circle of obtaining more or the same
level of funding for traditional priorities when the overall revenue and
expenditure architecture of the EU budget undergoes a radical overhaul.
To adequately respond to global challenges and changes in the
EU financing mechanism, it is crucial for Latvia to boost national
investments, in addition to more efficient use of various funds from
the EU. Nowadays, areas such as research, innovation and development
of municipal infrastructure rely excessively on external financing,
and this is not a sustainable policy. Latvia should prioritise funding
of investment into research, development and innovation, where it
significantly lags behind not only the Scandinavian countries but
also its closest Baltic peers. Very importantly, Latvia should focus on
blending public and private capital, using public funds to incentivise
and attract private investment. Likewise, Latvia would do itself a favour
to diversify the capital base from commercial banks to risk and venture
capital and develop its capital market with new entrants to the stock
exchange.

Quality investment as economic life-blood
In the global world where trillions of dollars and euros cross the globe
daily, capital flows where it can make the highest profit with the least
risk, and it prefers economies of scale. From this perspective, the EU as
a bloc is attractive for international investors, but Latvia, as a separate
entity, is not. Therefore, Latvia should market itself as a part of a larger
financial system, such as the Baltic states, the Nordic market or Central
and Eastern Europe. Regional strategy is the only viable strategy in
order to attract quality investment.
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Since 2013, the total investments in the EU-27 have been on the
rise, gradually bridging the gap with the pre-crisis level. To crowd in
more private investment by using financial instruments and public
guarantees, the EU has developed the Investment Plan for Europe. Also
known as the Juncker Plan, the Investment Plan symbolises a paradigm
shift in EU support – from public subsidies to private sector borrowing.
The Juncker Plan is a trail-blazer for future EU investment support,
where recyclable financial instruments, rather than one-off grants, will
be the name of the game.
Through the Juncker Plan, the EU is helping Member States,
including Latvia, to attract quality private investment and benefit from
global capital flows. The Juncker Plan is also helping to focus investment
into future-oriented areas, such as low-carbon economy, climatefriendly mobility, environmentally sound agriculture and growthenhancing innovation.
The EU currently outperforms the US in total investment and is
narrowing the gap with Japan [Source: EU is back, 2018]. This recovery,
inter alia, reflects bold EU policy actions like the European Fund for
Strategic Investment (EFSI) launched in 2015 as a mechanism for the
implementation of the Juncker Plan. The EU’s firm commitment to
sustaining higher rates of investment is also reflected in the extension
of the mandate of EFSI until 2020, with an increased investment target
of 500 billion euros and improved additionality. Moreover, the EU as
a whole remains the world’s top destination for foreign investment –
in 2016, it received 424 billion euros worth of FDI compared with
391 billion in the US [Source: Europe is back, 2018].
Despite the improvement since the economic crisis, investment levels
both in the EU and Latvia have remained below the pre-crisis trend of
21-23% of GDP. The bitter experience of the financial sector has led to
psychological caution well after the crisis, and its rational effects have
subsided. Even though interest rates have been low and the ECB has
pursued quantitative easing, SMEs, start-ups and innovative enterprises
alike have reported difficulties in accessing finance. The main factor
behind this situation is risk aversion stemming from the crisis [Source:
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Latvia Country Report 2017]. Money has fled to safe havens, such as
government bonds, and is reluctant to return to the real economy. Public
investment has likewise suffered due to austerity policies and fiscal
discipline. However, investment is a life-blood of any economy, since
capacities are exhausted and firm profits stagnate in its absence.
In the EU context, Latvia’s ability to boost investment seems rather
weak. However, some positive tendencies have been seen in 2017. After
a few years of relative stagnation, foreign direct investment (FDI) stock
peaked at 14 billion euros at the beginning of 2017 [Source: Latvian
Investment and Development Agency, 2017] and positive flows slowly
returned.
Box 2. EU investment in Latvia
The most stable and reliable long-term ‘investor’ in Latvia’s economy so
far has been the EU. Since 2004, Latvia has received more than 12 billion
euros in public investment for modern agriculture, low-carbon transport,
clean environment, better quality education and health care, international
research and more dynamic SMEs. On the positive side, the EU’s
investment has contributed around 1-1.5% of GDP and helped to weather
the economic crisis [Source: Ministry of Finance, 2016]. On the other
side, it has possibly crowded out FDI and national public investment, as
currently more than 60% of all public investment in Latvia is sourced from
EU funds
[Source: Reflection Paper on the Future of EU’s Finances, 2017].
The Juncker Plan is working to bridge the investment gap also in Latvia,
where more than 3,000 SMEs shall benefit from credit guarantee
agreements through commercial banks and the development institution
Altum. The strategic investment projects, such as the new University of
Latvia Academic and Science campus, introduction of a hydrogen vehicle
fleet in Riga city transport and new road infrastructure around Riga
constructed as a public-private partnership, are expected to attract more
than 500 million euros of additional private funding to Latvia’s economy.

In the future, Latvia must work hard to continually renew its
attractiveness to private foreign capital. A key to accelerate the
investment engine lies in focusing on Latvia’s strategic specialties
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in both traditional industries, such as bio-economy (wood and food
processing), pharmaceuticals and value-added logistics, and new
industries, such as ICT, advanced financial services/technologies (fintech) and smart materials, further streamlining public administration
(including at the local level) and better integrating in global value
chains. A good half of all foreign investors active in Latvia today
report that they would be ready to pursue new investments, if they
receive positive signals from the government on the implementation of
structural reforms, especially in the labour market, justice system and
higher education [Source: FICIL Sentiment Index, 2018].
High quality investment in Europe and Latvia is indispensable
for increasing the productivity, competitiveness and efficiency of the
European economy. It also positively contributes to future job growth,
capital formation and modernisation. However, lately questions
have arisen about investment in Europe’s strategic industries. With
increasing globalisation, Chinese state-affiliated investors are
increasingly eying strategic assets, such as ports, railroads, tunnels
and other transit infrastructure in Europe and elsewhere. Therefore,
instituting a credible investment screening mechanism in the EU is a
sine qua non in helping to address the effects of global capital flows.

Fostering innovation and the ‘knowledge triangle’
On the one hand, new inventions such as autonomous, electric cars,
electric or hydrogen powered rail, low-emissions aircraft, new spacecraft
and mega-ships are helping globalisation and making the world a
smaller and more connected place. In this way, innovation fosters
globalisation and makes some jobs, such as those of truck-drivers,
potentially redundant. On the other hand, innovation helps to shorten
and diversify supply chains, and automation helps to reduce costs
and resources, thereby increasing the competitiveness of firms and
fostering the growth of economies. Thus, innovation and globalisation
are inter-connected in a myriad of different ways. On balance, however,
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innovation is a staircase to research excellence, business modernisation,
higher-paying jobs and better quality of life.
No country, large or small, has emerged from the state of
relative poverty to wealth without economic modernisation and
innovation. Cutting-edge research, through technology transfer and
commercialisation, feeds into new business opportunities and allows
firms to add more value to their production. The public sector has a
key role to play as a facilitator and catalyst in the proverbial ‘knowledge
triangle’ (collaboration between the market, academia and government).
Box 3. The EU’s strength in innovation
The EU is a strong investor in innovation and home to many R&D intensive
businesses, large and small. In 2016, the EU’s investment into R&D was just
shy of 200 billion euros, well above Japan’s 100 billion and closing the gap
with the US’s 280 billion. EU companies increased their R&D investments
by 7% in 2016, at the same rate as the US but substantially above Japan.
Among the world’s top 2,500 companies measured by R&D investment,
567 are based in the EU, with 822 in the US and 365 in Japan. Europe
has 32 artificial intelligence research institutions in the global top 100
compared to 30 from the US and 15 from China [Source: EU Industrial R&D
Investment Scoreboard, 2017].

The EU generously supports scientific and business innovation. The
EU’s Horizon 2020 is the world’s largest public funding programme for
research and innovation, at 80 billion euros over seven years, and it is
expected to be among the very few programmes to benefit from further
increase in the next funding period due to its proven EU added value.
Latvia has been on the receiving end of EU innovation support. As a
consequence, it has been improving its innovation performance during
the last eight years. In 2017, Latvia graduated from the class of ‘modest
innovators’ (below 25% of the EU average) to become a ‘moderate
innovator’ (between 25% and 50% of the EU average), on par with
Poland, Hungary and Greece. This progress was chiefly achieved due
to EU investments in research infrastructure, an increased number of
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foreign students and more internationally cited publications [Source:
EU Innovation Scoreboard, 2017].
Latvia’s notable weakness is domestic financing of innovation.
Expenditure on research, development and innovation in 2016
constituted just 0.44% of the GDP, well below Latvia’s national Europe
2020 target of 1.5% and a fraction of the EU’s collective target of 3%
[Eurostat, 2018]. Particularly startling is the minimal private sector
contribution to R&D financing. This proportion is partially explained
by the presence of few large multi-nationals in Latvia and relatively
low R&D activity performed by domestic firms, as well as an economic
structure in which lower added value sectors dominate. But the small
share of financing for R&D also reflects national policy decisions
demonstrating historically low priority assigned to science funding. In
the next decades, it is hoped that the government will set its sights high
in order to achieve the level of performance and financing that would
allow Latvia to rank as a ‘strong innovator’.
Since a more focused EU budget in the future might be a reality, the
pressure to ‘do more with less’ is likely to grow. As innovation support
is concerned, the insistence on more ‘blending’ of public and private
funding sources and different EU financial instruments will increase.
Box 4. Case study: a ‘blending’ success story from Latvia
A good illustration of this trend is the 2016 success story in a highly
competitive Horizon 2020 call by a consortium CAMART2, composed
of Latvia’s Institute of Solid State Physics, Sweden’s research institute
RISE Acreo and the Royal Institute of Technology. The consortium was
successful in winning a Horizon 2020 excellence grant in the amount
of 15 million euros, ‘blended’ with a 15 million euro Structural Funds’
grant from the envelopes of two Latvian ministries. The consortium is
successfully pursuing both fundamental and applied research preventing
brain drain of young scientists and developing Latvia’s research excellence
in the area of smart materials.
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Resisting populism and protectionism
The benefits of globalisation are widely spread, but the costs are often
localized. Workers, whose jobs are eliminated due to automation,
robots, or outsourcing to other countries, are much more receptive to
the narrative of globalisation as a ‘zero-sum’, ‘winner-takes-it-all’ game,
not as a ‘win-win’ situation. Those vulnerable professions, industries,
countries and regions that happen to be at the tail end of globalisation
are increasingly susceptible to scepticism and populism. Populism,
in turn, breeds the temptation of protectionism, isolationism, navelgazing or a potential change of the geo-political course. Hopefully, in
the decades to come, Latvia’s political class will remain resilient in the
face of isolationist tendencies, and the winds of populism will blow over
Latvia leaving it unscathed. The high approval rating of the EU in Latvia
is a good sign – according to the poll of leading research company
SKDS, 46% of the population consider the EU ‘a good thing’, the highest
ever-recorded approval since the beginning of such measurements in
late 1990s [Source: SKDS, 2018].
Protectionism at face value might seem like an attractive strategy
of resisting global trends. Closing the borders, mounting prohibitive
trade defence walls and engaging in earnest import substitution are
viable options according to some theorists. However, it is not an option
either for the EU or for Latvia. Europe’s trade intensity (measured as the
volume of trade to GDP) exceeds 40% - much higher than for China and
the United States, which have large domestic markets. The same holds
true for Latvia. The economies of Latvia and Europe depend on free
trade to such an extent that a protectionist strategy would harm rather
than support integration in global value chains. Further research shows
that, in most countries, poorer income percentiles actually gain more
from trade than wealthier percentiles. Therefore, protectionism would
actually be more harmful than globalisation, especially to those at the
bottom of the pack.
The schism between the winners and losers of globalisation
creates a fertile breeding ground for ‘alternative truths’ or ‘fake news’.
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In the current era of limited attention spans, short sound-bites and
telegraphic, Twitter-style communication, complex, evidence-based,
factual arguments often do not reach the hearts and minds of people,
especially those that feel marginalised by globalisation. Positive and
factual narrative is competing with negative fake news in the public
information space, often capitulating, especially among the doubtful
and the ambivalent. Appealing to the insecurities of the apparent
‘losers’ of globalisation bolsters marginal and extreme forces on both
ends of the ideological spectrum. They both feed upon populism, oversimplifying global trends to ‘black and white’ and laying blame on
political incumbents or ‘global financial oligarchy’. Resisting populist
tendencies, decisively fighting fake news and boosting media literacy
will rank high among the political challenges in the decades to come –
globally, in the EU and in Latvia.

A clean and connected Europe
Ambitious climate and energy policies are indispensable for
decisively harnessing globalisation. The EU has clearly demonstrated
this ambition in driving COP21 negotiations in Paris to their
conclusion and agreeing on the most ambitious emissions-reduction,
renewables-supporting and energy-efficiency boosting targets on the
planet. The EU’s ambition is to retain global leadership in climate
and energy policies in the foreseeable future, driving forward decarbonisation, circular economy and improved connectivity under
the Energy Union agenda. This goal determines many of Europe’s
policy-making and investment decisions. Member States may, of
course, pursue slightly alternative and individual paths, but they have
to abide by the overarching EU emissions, renewables and energy
efficiency targets.
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Box 5. A green and circular economy as Europe’s strategic choice
The transition to a green economy holds enormous opportunities.
Thanks to its ‘first mover advantage’, some 9 million Europeans are
already working in the clean energy sector. This number includes more
than 1.1 million jobs in the renewable energy sector – more than in
the US and Japan combined – as well as jobs in energy efficiency and
construction. [Source: International Renewable Energy Agency, 2017].
These are high quality local jobs that cannot be easily outsourced
elsewhere or automatised, and the figures are expected to double by 2030.
European companies today hold 40% of the world’s patents for renewable
technologies, such as wind turbines, solar panels, hydrogen engines and
rechargeable batteries – sectors that already generate 130 million euros in
turnover each year, including 35 billion in exports. Most of the 30 billion
euros for the Infrastructure and Innovation Window of EFSI is devoted to
clean energy and transport [Source: Europe is back, 2018].

Latvia and its Baltic neighbours are major beneficiaries of the
EU’s progressive energy and transport policies, as they help them to
supplement their legacy of East-West electricity, gas and rail grids with
new grids in the North-South direction. Large-scale infrastructure
projects, such as high-voltage electricity inter-connectors between the
states around the Baltic Sea and natural gas connectors between Finland
and Estonia and between Poland and Lithuania, create new jobs, better
integrate markets, make the Baltic states safer and allow network
industry consumers to ultimately benefit from more price competition.
Projects such as Rail Baltica (estimated investment in Latvia to exceed
2 billion euros) and rail line electrification (400+ million euros) are
intended to cut transit times, alleviate congested highways, diversify
logistics routes and build new economic corridors. With upgraded
infrastructure, the Baltics will stand a better chance of harnessing
global trade flows, for instance, by tapping into the Chinese One Belt,
One Road initiative.
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Digital leadership
Digitalisation and data revolution are key drivers of globalisation. They
contribute to faster and more voluminous data flows between countries, firms
and individuals, help revolutionise industries and create new opportunities.
However, ever-higher reliance on data networks also creates vulnerabilities
such as increased susceptibility to cyber-attacks, threats to personal data and
exposure to bots and fake news. These opportunities and threats necessitate
constant vigilance, investments into cyber-security, personal data protection
and improvement of general digital literacy and e-skills.
The Internet and digital technologies are making a radical
transformation of our world. However, existing barriers mean that
citizens miss out on goods and services, Internet companies and startups have their horizons limited, and businesses and governments
cannot fully benefit from digital tools. If Europe is to maintain its
position as one of the digital leaders of the world, it must be prepared to
keep up with the opportunities and challenges posed by the data-driven
society. The digital revolution creates a plethora of benefits to those who
are technologically savvy and prepared to reap them.

Box 6. Harnessing Europe’s Digital Single Market
The EU aspires to build the most digital economy in the world under the
headline of the Digital Single Market. The EU aims to make the EU’s single
market fit for the digital age by tearing down regulatory walls and moving
from national markets to a European one. It is expected that the Digital
Single Market would contribute an additional 415 billion euros per year to
our economy and create hundreds of thousands of new jobs.
To complete the Digital Single Market, the EU works in three inter-connected
directions: (1) improving access for consumers and businesses to online
goods by helping to make the EU’s digital world a seamless and fair
marketplace to buy and sell; (2) creating the right environment for digital
networks and services by designing rules that match the pace of technology
and support infrastructure development; (3) ensuring that Europe’s economy,
industry and employment take full advantage of digitalisation, for instance, by
boosting people’s digital skills at all ages and all socio-economic groups.
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Unlike other places, Europe has an abundance of vibrant tech hubs
that are spread around the continent. As a result, investment in the EU27 tech sector surged to 11.2 billion in 2017 – a five-fold increase since
2011. The EU-27 is now home to 28 ‘unicorns’ – companies valued at
more than 1 billion dollars. Stockholm, with its 6.3 unicorns per million
inhabitants, ranks only second to Silicon Valley. Cities such as Paris,
Berlin, Bucharest, Tallinn, Barcelona and Lisbon are also making their
mark, attracting start-ups and investors, multinationals and research
facilities [Source: European Digital City Index, 2017]. Experts widely
expect that the next wave of digital innovation – which will merge the
physical and digital world – will benefit Europe in particular, as it boasts
strong traditions in science, research and deep tech.
The Baltic states, including Latvia, in many ways lead the EU’s
digital drive. The Baltic states score very high on digital connectivity,
use of the Internet and digital public services. Where they, in
particular – Latvia, are somewhat weaker is human capital – the
availability of ICT specialists and integration of digital technology in
business development (on-line and cross-border sales) [Source: Digital
Economy and Society Index (DESI), 2017]. However, the availability
and spread of high-grade digital infrastructure (such as 4G networks)
opens the doors for new business models, motivates ICT start-ups,
helps to alleviate demographic pressures and contributes to social
inclusion. Latvia must capitalise upon its position among the ‘digital
leaders’ of Europe and promote this comparative advantage to attract
new FDI and fresh human talent. Using its digital advantage to
the fullest will be the best contribution Latvia can make in order to
harness globalisation.

From effective social policies to inclusive growth
The best response to negative perceptions of globalisation is a socially
oriented, inclusive Europe. Fast economic growth should not be an
end in itself. Growth is good if it is coupled with a more inclusive
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economy, ensures a more equitable distribution of wealth and provides
a safety net for those who cannot fully benefit from the market. Welltargeted social policies, including education and health, can go a long
way in ensuring more efficient labour market outcomes, increasing
social cohesion and reducing inequalities. Better policies also ensure
longer lives, less frustration, an enhanced sense of fairness and human
dignity.
By global standards, European societies on average are prosperous
and inclusive places to live. They have the highest levels of social
protection in the world and rank at the top in terms of well-being,
human development and quality of life. Europe is also home to the
most equal societies in the world, faring much better than the US and
Japan [Source: OECD, 2016]. The EU’s proven ability to maintain highquality public institutions and services that are supportive to human
development is critically important for the implementation of inclusive
economic growth and for political stability. But while the EU as a whole
stands as a beacon of social welfare, there are wide divergences between
various Member States. For this reason, the EU has turned its attention
to benchmarking social policies through the annual Social Scoreboard
of the European Pillar of Social Rights.

Box 7. Facing Europe’s ‘demographic deficit’
The population of Europe is ageing (to reach the average age of 45 years
in 2030) and shrinking as a proportion of the global population (only 5%
will live in Europe in 40 years). By 2060, there will only be two working
aged people for each elderly person in Europe [Source: Reflection Paper
on Harnessing Globalisation, 2017]. These demographic trends will place
enormous strain on pension, health and long-term care expenditures.
Europe, itself an island of peace and prosperity for the last 50 years,
is surrounded by politically and economically volatile countries with
booming populations, creating migration pressures. While migrants
will help to alleviate the demographic deficit in the longer term, their
integration into the European value system and labour market will require
time and resources.
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Like the rest of Europe, the average age in Latvia is increasing
in line with longer life expectancy and negative natural balance, but
Latvia’s labour pool is also weakened by negative net labour outflows.
The Ministry of Foreign Affairs estimates that, in the last ten years,
more than 200,000 people have left Latvia, of which less than 20% have
returned. The main reason for emigration is use of the EU-provided
freedom of movement to search for higher paying jobs. As long as wage
differences between Latvia and Western European countries remain,
the pressure to seek better opportunities abroad is likely to persist.
The only credible policy of stopping brain drain lies in increasing
productivity and creating higher paying jobs that will incentivise
staying or returning to Latvia. Surveys also show that factors such as
financial stability, opportunities of professional development, attitudes
of employers, family situations and emotional factors tend to play a
certain role in career decisions.
How does Latvia score in terms of the effectiveness of social
policy? For instance, when looking at the proportion of spending
on social benefits (policy input), Latvia with 4% of the GDP ranks
only higher than Greece, but when looking at the redistribution of
income inequality as a result of social benefits (policy output), Latvia
with 12% ranks only higher than Romania. Ireland, which pays out
13% of GDP in social benefits, achieves 30% reduction in inequality
[Source: Reflection Paper on the Social Dimension of Europe, 2017].
Latvia also scores relatively high on gender equality but rather
poorly on social exclusion and participation in life-long learning.
In sum, Latvia has ample room to improve the purposefulness of its
social policy.
Similar sentiment echoes in other policy areas that directly impact
people’s quality of life, such as education and health. These policies,
inter alia, affect talent management and the efficiency of the labour
force. In various surveys, Latvia does not compare favourably in terms
of efficiency. It has the smallest class size, the oldest teaching staff and
the longest waiting lines for health services [Source: OECD, WHO,
2017]. While there are no quick fixes and structural reforms in these
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areas are often painful, they have a significant impact on total factor
productivity and, by extension, on inclusive growth.
Latvia’s main social challenge in the years to come will be
overcoming the ‘middle income trap’. Experienced by some Southern
European states, the ‘trap’ is a term used to describe stagnating
convergence where median incomes reach but then linger around 75%
of the EU average for a relatively long time. To avoid the trap, Latvia will
need to pursue smart structural reforms, including attraction of high
quality public and private investment, well-balanced infrastructure,
human capital and innovation, stronger and more transparent
institutions, a sufficient social safety net and better welfare-to-work
policies. In order to maintain sustained and inclusive growth, Latvia
will also need to remove productivity bottlenecks, such as a stagnant
supply in the rental market, sluggish regional mobility, deficient
access to health care and inadequate management of human resources
(including attraction and retention of talent).

Conclusion
Globalisation, by itself a positive force for change, carries significant
risks and challenges. As open economies dependent on trade,
investment and other various forms of connectivity, Europe and Latvia
do not have the cosy option of isolationism and protectionism. They
must embrace, adapt and harness the fundamental changes underway.
The future of both Latvia and Europe and their citizens in
the global world crucially depends on competitiveness – Europe’s
competitiveness in the world and Latvia’s competitiveness in Europe. To
remain competitive will require Europe and Latvia to pursue sustained
investment in the future. Latvia will need to boost national investment,
especially in research and innovation, and make more efficient use
of EU investment, including blending of public and private capital.
However, to guard against take-over of strategic infrastructure, the EU
will need to boost investment screening.
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Ambitious climate, energy and digital policies are indispensable
for decisively harnessing globalisation. The EU aspires to be the global
leader in these domains. Latvia and its Baltic neighbours are major
beneficiaries of the EU’s progressive energy, transport and digital
policies, as they help them to supplement their legacy of East-West
grids with new grids in the North-South direction. With upgraded
infrastructure, Latvia and the EU will stand a better chance of
harnessing global trade flows, for instance, by tapping into the Chinese
One Belt, One Road initiative. Where the Baltic countries, including
Latvia, are already ahead of the curve is in digital revolution. Datadriven society, which is rapidly becoming a reality, is a solid foundation
allowing to profit from the potential of globalisation.
A significant social challenge ushered in by the advent of
globalisation is increased vulnerability against cyber-attacks, terrorism,
mass migration and fake news. Guarding European societies against
these vulnerabilities involves costs for both the EU and national
budgets. But these costs are a necessary expenditure. Left unguarded,
the new challenges are bound to erode social cohesion and fuel
populism.
A socially inclusive Europe (and Latvia) is the best response to
the negative image of globalisation. Sound social policies, including
education, health care and welfare, will remain the most important
reform areas in the future. Good social policies will help prevent brain
drain, ensure a more equitable distribution of wealth and provide a
safety net for those who cannot fully benefit from the market. If people
feel safe and protected, globalisation will bring more opportunities than
challenges.
Globalisation causes a shift in traditional belongings and identities,
but isolationism does not augur well for harnessing it. Globalisation
necessitates deeper integration between European countries. Working
closer and deeper together will only enhance the resilience of European
societies. As an open economy and a player in the global value chains,
Latvia has no other alternative than to remain a core EU member state.
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The Search for
the Europe With Soul –
The Case of the Western Balkans
RADOŠ MUŠOVIĆ

‘(…) because we have to start from the simple, self-evident truth that
the Western Balkans are European already. It is Europe. It is part
of Europe - historically, geographically. If you look at the borders,
the Western Balkans are within the Member States of the European
Union. We share one cultural heritage. We share the same interests
at present. We share some of the challenges at present. And we will
share a common future inside our European Union.’1
Speech by High Representative/Vice-President
Federica Mogherini at the European Parliament
Plenary Session onthe Western Balkan Strategy

This year marks 25 years since the death of Srđan Aleksić, a
name vaguely familiar to the European public, but one that haunts
the political elites and the citizens of the Western Balkan countries,
reminding them of the madness that roamed through this region not
so long ago. Srđan Aleksić, after whom today streets and city squares
in Montenegro, Serbia and Bosnia and Herzegovina are named, was an
amateur actor and a soldier in the Army of Republika of Srpska. In the
winter of 1993, in a small border town with Montenegro called Trebinje,
Srđan tried to stop four uniformed Serbian soldiers from beating Alen
Glavović, an ethnic Bosniak who had been Srđan’s neighbour for years.
The four armed soldiers then turned to Srđan and started beating him
senselessly with the back sides of their rifles until he did not show any
1

https://eeas.europa.eu/headquarters/headquarters-homepage/39451/speech-high-representativevice-president-federica-mogherini-european-parliament-plenary_en
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signs of life. After being in a coma for six days, Srđan died on January
27th, leaving war-torn Bosnia and its citizens in endless suffering and
pain caused by a conflict that continued to break apart a society that
had been prosperous for a great number of decades.
A large number of academics, researchers, politicians and
sociologists have tried to understand the so called Balkan paradigm,
a pattern of conflicts that has been repeating itself in this geographical
area since the dawn of the modern state. However, in most cases,
analyses are usually separated from the development of societies in
Western Europe, creating a subtle yet visible difference between the
somewhat troubled yet civilised Europe and the ‘wild’ Balkans. This
statement could be seen as harsh or not fair; however, having in mind
the insight in the way of thinking of the general public in European
societies, especially the western ones outside of the Brussels bubble, it
is clear that for many people in Europe, the Balkans were and in some
manner still are politically, sociologically and culturally far away. In
order to understand the reasons why the democratic standards in the
Western Balkans decreased while the whole of Europe progressed,
putting aside the obvious events that are mentioned in every
history textbook from Lisbon to Riga, it is important to take into
consideration the concept of time. It is self-evident to every decent
historian and to some members of the European political elite that
political change in Europe, unlike in the so called New World, needs
a large period of time to take root and eventually create ground for
progress. This was clear to the founding fathers of the European
Union who created mechanisms for cooperation amongst war-torn
European countries, which have presented stable grounds for the
European Union that we now have 60 years later. To a large number
of people in the Western Balkans, Yugoslavia presented a similar
opportunity. However, Yugoslavia never created mechanisms for
discussion about the main differences between people of different
nations, ethnicities and religious backgrounds, but instead the system
offered a pure ideology as a substitution for the discourse that the rest
of Europe was having at that time. The system failed to suppress the
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differences and created fertile soil for the development of the worst
kind of nationalism that our continent has seen in ages. Having in
mind the number of conflicts, failed states and political systems in
the region, it is clear that, unlike in the rest of Europe, this region
never had the luxury of time to deal with its ghosts and never created
healthy mechanisms to cope with the various political and cultural
differences. Therefore, the chances were low for the type of real
progress that needs long and peaceful time periods.
In his speech at the Churchill Symposium in 2002 in Zurich,
Switzerland, the late Prime Minister of Serbia Zoran Đinđić analysed
the position of the Western Balkans in regards to its relations with
the European Union, using a simple but nowadays clear metaphor.
‘(...) but still there is a question whether entire Europe is present at
that table? The same would happen for instance, where a family who
survived a tough period during which brothers and sisters fought with
each other, built a nice house, and said: “We have a wonderful house”.
The question is whether it is really so, or maybe in the vicinity there
is a swamp or a depot of garbage, source of disease such as organised
crime, drug smuggling, maybe in its close surroundings there is this
plague that may undermine their healthy, beautiful life. And if it turns
out that the neighbourhood is exactly like that, than it can no longer
be called a lovely house, because a house does not end up with a yard.
It is essential that entire surroundings is given due care, in order to
live in stability and peace.’2 Referring to the region as a swamp may
be unacceptable to the majority of the political elite in the Western
Balkans, but Đinđić used this metaphor to try to show that it is, firstly,
clear that the problems in the Western Balkans are a European issue
and that ignoring the processes in the region could be harmful to
the Union itself and, secondly, that Europe is not whole without the
countries of the region. This mantra has been used by various officials
of the European Union in order to promote the possibility of future
enlargement.
2

http://www.zorandjindjic.org/en/speeches/europe-soul
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One year after giving his speech, Zoran Đinđić was assassinated
precisely for promoting European values. Sixteen years later, the
European Commission published EU-Western Balkans Strategy,
the first of its kind to deal with the enlargement perspective of
the region, finally showing a real political dedication to this
process.
The strategy comes at a time of great disturbance in the region:
Kosovo and Serbia relations started to deteriorate in the first
months of 2018, Albania is still struggling with justice reforms, the
Montenegrin public is occupied with processes related to the failed
coup attempt supported by mainly Russian money, Macedonia is
still dealing with the name issue, and Bosnia and Herzegovina
shows weak signs of dealing with political divisions that reflect
relations between three major ethnic groups. Out of all six countries,
Montenegro and Serbia have gone the furthest in the negotiation
process, with Albania and Macedonia waiting to start the process
and Kosovo and Bosnia and Herzegovina still being potential
candidates. However, unlike in the past, the European Union’s real
political and economic presence in the region is clearly visible, and
its efforts are giving tangible results in connecting and preparing the
so called Western Balkan Six for membership in the Union. As much
as these societies can be seen as the ‘troublemakers’ of the continent,
they hold a virtue that has been long ignored and poorly nurtured
in the European Union, and this virtue is their sense of belonging to
Europe and to the European project. While the average Europeans
see border checks as a thing of the past or as a necessity when
visiting an exotic vacation spot, borders are a common thing for the
majority of people in the Balkan region and are encountered as NonCitizens lines in airport passport control lanes or as long and tiring
checks at Schengen borders. The symbolism of being an outcast
in a continent that one belongs to culturally and geographically is
often ignored. However, to the citizens of the region, it presents a
constant reminder and an incentive to push for more Europe in their
hometowns and their countries.
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Having that in mind, it is no wonder that 76.3%3 of Montenegrins
support Montenegro’s accession to the EU or that even in Serbia, which
has a strong presence of Russian anti-EU media, 47%4 of Serbians
would vote for joining the European Union. The level of support for EU
integration and the EU itself has been increasing all around the region,
and it is clear that even the migrant crisis, Brexit and a rise of populism
throughout Europe have not affected the viewpoint of these countries’
citizens. This presents an opportunity for the European Union to work
on two key issues. The first is the creation of mechanisms, such as the
ones Yugoslavia never built, like functional regional organisations
and forums for reaching mutual decisions and joint strategies. The
EU has already started this process by supporting the Berlin Process,
the Regional Transport Community, the Regional Youth Cooperation
Office and several other regional organisations, but ownership of the
process and the responsibility of developing the cooperation need to
belong to Belgrade, Tirana, Skopje, Pristina, Sarajevo and Podgorica,
not Brussels. Over-dependence on EU funds or on armies of EU experts
could lead to blaming Brussels for these initiatives’ possible lack of
success, and the blame game could be used as fuel for populist rhetoric
in future elections in all six countries. The second issue that should be
the priority of the European Union is the support for the development
and strengthening of the European identity among the citizens of
the Western Balkan countries. The EU has strategies in place for
communicating its contribution to the development of various sectors
in all of these countries. Unfortunately, the way this is transcribed is
rather technical and dull for citizens, and it often leads to an unlimited
amount of statistical data on the number of euros spent, the number
of chapters opened or closed and the number of experts coming to
the region. The EU enlargement to the Western Balkan region should
be used as an opportunity to correct the wrong doings or to deal with
3

4

Results of the research done by DeFacto consultancy for EU Delegation in Montenegro
https://www.slobodnaevropa.org/a/28239009.html
Research done by NinaMedia Kliping for the needs of the Ministry of European integration,
Government of Serbia http://www.seio.gov.rs/srl/vesti/941/189/335/detaljnije/podrska-clanstvu-srbije-u-evropskoj-uniji-47/
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missed opportunities from previous enlargements. The citizens are the
main factor in creating an ever closer Europe. Moreover, if the European
Union has committed itself to including these countries, it should stop
looking at Montenegrins, Albanians or Serbs as citizens of candidate
countries and start looking at them as future citizens of the EU and as
future decision and policy makers.
In this matter, the EU has always relied on the national
governments, presuming that they can communicate the EU to
citizens in the best manner. This has led to misapprehensions, not
only in EU member states but also in the enlargement region. Even
in the Western Balkans, the political elite use Brussels as a scapegoat
for some decisions that they have to make, e.g. regarding standards
in the agriculture of fisheries or difficult issues such as national
borders. Therefore, European institutions need to move forward
from informational brochures, EU info centres and occasional visits
to the European Parliament or the European Commission. They
need to seize the opportunity of enlargement to create a vision of the
European citizen and the values that he holds dear. The EU needs to
embrace its loudest supporters, the young generations of Europeans all
around the continent who are willing to break barriers, fight for their
rights and protest even sometimes against the decisions of the EU
itself. A Europe that protects needs citizens that protect, and, in this
process, the EU needs to understand that the region of the Western
Balkans, with all its flaws and virtues, is not near its neighbourhood
but provides an essential part of the puzzle that can contribute to the
EU’s development and help refresh it.
In conclusion, let us remember Srđan Aleksić, a true European
produced by the troubled and distant Balkans, who sacrificed his life to
save a neighbour of a different religion and background. Imagine how
many heroes a united Europe will produce in the next 100 years.

Europe After 100 Before iekslapas.indd 164

12. april 2018 10.17

LITHUANIA: After 100 Before
ŠARŪNAS LIEKIS

The behaviour patterns of pre-modern societies remained static for
thousands of years. Even in our days, some etiologists waste arguments
and energy attempting to prove that we are not much different from
pre-historic people and that we can live in harmony with each other.
However, people from our days proved that they could transform
their social and political structure, the nature of their interpersonal
relations, their economic activities and a host of other behaviours
within a decade or two. Consider a resident of any of the Lithuanian
towns, born in 1910 and living to a hundred or so. This person spent
their early childhood years in the Romanov Empire of Nicholas II
and their childhood, teenage and youth in the interwar independent
Republic of Lithuania. This person lived under both Soviet (1940–1941,
1944–1991) and Nazi occupation (1941–1944), was a Soviet citizen and
passed away as a citizen of democratic Lithuania. Thus, they managed
to be a part of five very different sociopolitical systems. This person’s life
trip across different systems has already drawn the fascination of the
artisans. The documentary film by sisters Vilma and Jūratė Samulionytė
with the Lithuanian and German title ‘Močiute, Guten Tag’ (eng. Hello
Grandmother) describes the life of their German born grandmother
through all of the 20th century in Lithuania.1
The speed-up of history is evident, and the breakup of the Old
Order should be researched further in order to systematise and predict
further changes. The last 100 years have demonstrated the tendency of
accelerated social, political and technological developments across the
globe.
1

http://www.bernardinai.lt/straipsnis/2017-11-02-dokumentini-filma-mociute-guten-tagseserys-samulionytes-pristatys-liubeko-kino-festivalyje/165604 (2018 01 01 )
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Ahead or backwards
However, we have to acknowledge that Lithuania was never on the
forefront of these changes. The only move that took it into the forefront
of events was during the period of Soviet disintegration and collapse. The
disintegration of the Soviet Union took the Western World by surprise.
Fragmentation was not in fashion in the progressive world. On the other
hand, proclaiming and regaining independence in 1990 and 1991 was a
joyous return to the basketball field of nation states in the old version of
1940, which quickly disappeared amid the political reality of the 1990s
and the realism of Lithuanian politicians who came in the wake of
Sąjūdis politics. They compromised tendencies with a pro-independence
stance when everyone in Europe expected deeper European integration
into the West, the formation of regional blocks, etc.
The international and at home critique of the transitional postSoviet period in Lithuania has been based on the critique of the
inherently undemocratic culture of the country. It has been assumed
that although democracy does function in terms of institutions and
procedures, policy actors process their experience of undemocratic
behaviour at the institutional and personal level. In other words,
the constantly repeated argument is that for the stable functioning
of democracy, we need to have a constant flow of social capital
helping to form values affecting social egalitarianism, solidarity and
values supporting personal autonomy and its values, as opposed to
undemocratic behaviour and a lack of trust in mutual relations.2
This discussion was projected back on the First Interwar Republic of
Lithuania a few decades ago. The deficiencies and shortcomings of
the Republic of Lithuania and its institutional structures, processes
and activities in those years were blamed on the tsarist period of its
history. Also, the obvious underlying macro-historical reasons had
to be researched. As we target the Interwar Republic in our days, the
faults of the interwar years were discussed in the same way in reference
2

Merkel, Wolfgang, ‘The Consolidation of Post-Autocratic Democracies: A multi-level
model’, in Democratization, Volume 5, Issue 3 Autumn 1998, pp. 33–67.
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to the Russian Imperial times when Lithuanian territories were under
tsarist rule in 1795–1915. The starting point of independence, which
was proclaimed on February 16, 1918, was a symbolic dissolution with
the previous regime. The country was run down because of exploitation
during the First World War. However, even in the preceding years,
because of economic hardships and underdevelopment, large-scale
migration started as the predominantly agricultural and rapidly
growing population did not have enough land for economic subsistence.
Nearly all the surplus of population growth in the Lithuanian lands
was lost to large-scale emigration to the New World. It echoed the
situation evident to a larger extent in the Baltic provinces, which was
caused by the 1867-68 emigration of Estonian and Latvian peasants
who were willing to find land and social emancipation from their recent
and present masters. Very differently from the Lithuanian peasants
who followed the Polish pattern and moved overseas (mainly to the
USA and in large numbers), Latvian and Estonian migrants headed to
the adjacent areas of Russia, migrating even further into Siberia or the
Caucasus. By the outbreak of the First World War, over 200 thousand
Latvians and a slightly smaller number of Estonians lived in the interior
of the Russian Empire.3 The significantly economically underdeveloped
Lithuanian provinces had between 300 and 600 thousand people leave
for the United States, while 200–300 thousand went to the interior of the
Russian Empire.
The Russian Empire was a centre of Russian nationalism and a place
to mould the new Russian language-based identity of non-Russians. In
order to become a subject of history, the nationalist leadership of the
Lithuanian movement, as well as their neighbours, aimed to create a
national state during the First Word War. The result of the independent
statehood announced on February 16, 1918 was astoundingly similar
to the neighbouring countries in terms of in its structural form and
inner homogeneity. To paraphrase Benedict Anderson, when every
other nationalist speaks of uniqueness, he does it exactly in the same
3

Kasekamp, Andreas. A History of the Baltic States (London: Palgrave Macmilan, 2010), p. 88.
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format and syntax.4 The new states became symbols of the triumph
of territorialism, where the ethnic-cultural boundaries of one of the
former Russian imperial nationalities and political nations had to
overlap in the future. The nation state had to simultaneously guarantee
protection of the nation’s spirit, its physical embodiment and succession
into the future...
The modern Estonian, Latvian and Lithuanian nationhood, based
on linguistic nationalism, correlates with these countries’ peasant
origins and the eventual emancipation of this estate. Surfacing in
the mid-19th century, the new ethno-nationalist ideologies had proRussian as well as anti-Western tendencies and overtones from the
very beginning. The short parliamentary rule from 1920 to 1926
demonstrated its systemic weakness. In the interwar period, top down
construction of national identity was very well expressed. The ideas of
nurturing folk culture came from Slavophilic trends originating in the
Russian and Austro-Hungarian Empires. Emphasis on folk culture
was an expression of the fundamental differences in the orientation of
the old elites, among whom the Polish identity predominated, and a
new Lithuanian nationalism based on folk culture and the Lithuanian
language emerged. The split brought about a formation of a new culture
and educational system from scratch, abruptly discontinuing the
dominance of the previously prevalent forms of higher culture related
to the higher estates. It brought transformation of the lower classes
into a full-fledged culture for all. In a sense, traditional estate society
and its social identity and culture became difficult to reconcile with
the modern Lithuanian national state.5 The new state bureaucracy and
military, as well as paramilitary leadership, became arch representatives
of the new nationalism.6 However, Lithuanianisation also implied a
4

5

6

Interview with Benedict Anderson, ‘We study Empires as We Do Dinosaurs’, Ab Imperio 3
(2003), p. 68.
Gaidis, Ričardas, ‘Kilmingojo žmogaus pasirinkimo dilema: tarp politinės ir modernios
tautos’, in Lietuvių-lenkų santykiai amžių tėkmėje. Istorinė atmintis (Vilnius, 2009), p. 152.
Kasparavičius, Algimantas, ‘Prewar Totalitarian Regimes and Lithuania: Several Critical
Retrospections’ in Democray in Lithuania Civil Spirit Versus Totalitarianism at the Defining
Moments of the Twentieth Century (Vilnius: Naujasis Židinys-Aidai, 2011), p. 298.
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whole range of socio-economic measures to increase the participation
of ethnic Lithuanians at the expense of the former political and
economic elites. Radical land reforms enhanced the upper mobility of
the lower classes and introduced redistribution of land as a social justice
programme, as well as a means of taking power from the landowning
nobility, who were for the most part opposed to the idea of the new
Lithuanian statehood.
Urbanisation of the new state was also meant to create a fullyfledged social structure of the new Lithuanian-speaking Lithuanian
nation. At least ideological support for this kind of transformation,
Lithuanianisation, of the urban centres was well observed in the
interwar period. Democracy was short-lived in the country. The coup
d’etat of December 17, 1926 staged by the Nationalists (Tautininkai)
led by Antanas Smetona brought democracy to its knees. A parliament
was once again elected, though only in 1936 and not in a democratic
way, representing only the ruling Nationalist party and basically in an
attempt to consolidate the regime that was also experiencing problems
in its international relations. The activities of the opposition parties (the
Populists, Christian Democrats and Social Democrats) were restricted
immediately after the coup d’etat and were finally banned in 1936. The
state of emergency was preserved (with a short break from November
1, 1938 - March 22, 1939) during the entire period of Smetona’s rule
(1926-1940). Freedom of the press was suppressed and censorship was
the norm in the relationship between the government and the media.
Restrictions and negligence of human rights and political freedoms
gave birth to a silent opposition and dissatisfaction with the regime.
Various measures started being employed to subdue the activities of
the opposition parties in Lithuania. The authoritarian rule of President
Smetona started becoming apparent. Over a relatively short period of
time, the Populists and the Social Democrats were forcibly dismissed
from the government. From mid-1927, the Christian Democrats
also weakened considerably due to the new government’s constant
persecution and prohibitions, party branches started being closed down
at a rapid pace and, in certain districts, practically no party activity
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remained. The Nationalists were forced to allow representatives of other
parties into the government only during the crises of 1939.

Under the banner of nationalism
Antanas Smetona declared his goal of establishing the domination
of the ethnic Lithuanian community and declared nationalism as
an unquestionable value. Nationalism was not only the character of
the ethnic community or loyalty to this community but also included
being loyal to the political regime that announced the guarantee of the
domination of this ethnic community and acted as the sole protector
of its nationhood. Smetona was rather accepting of corporatisation,
relating its appearance with the liberal order or even the end of its era.
During the entire interwar period, the Soviets considered him as having
a constantly pro-Soviet orientation in all matters of foreign politics.
Smetona himself was more inclined to promote finding one’s own
way, claiming it was not possible to blindly copy fascism or other foreign
orders; every nation had to live under its own conditions, and only a
political system in line with those conditions would be suitable.
Despite resting his stance on the Lithuanian Nationalists Union,
Smetona, in his declarations, would often reject the possibility of a
single-party system. A president could not be restricted by either
multiple parties or a single party. Responsibility in governance
could only come from united discipline, which is something that
disappeared during collective decision-making, as competitors would
only encourage rebellion. The lack of one responsible person meant it
was just as impossible to demand responsibility from state institutions.
Smetona aspired to control all aspects of state life.7 The Tautinininkai
7

Smetona A. Rinktiniai raštai (Kaunas: Menta, 1990), 512 p.; Banevičius A. 111 Lietuvos
valstybės 1918-1940 m. politikos veikėjų: Encikloped. Žinynas (Vilnius: Knygų prekybos
valst. firma ‘Knyga’, 1991), 176 p.; Butkus Z. ‘Išorės faktorius vidaus politikoje’, Lietuvos
sovietinė istoriografija. Teoriniai ir ideologiniai kontekstai Vol. 2 (Vilnius, 1999), pp. 35–52;
Eidintas A. Antanas Smetona: polit. biografijos bruožai (Vilnius: Mintis, 1990), 243 p.;
Truska L. Antanas Smetona ir jo laikai (Vilnius: Valstybinis leidybos centras, 1996), 411 p.
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(The Nationalists) was a party that supported nationalism and
authoritarianism in Lithuania in 1924–1940. It was the most important
political party to have supported Antanas Smetona’s authoritarian
regime. It arose from the right-wing faction of the Lithuanian
Democrats Party and the Party of National Progress founded by
Lithuanian politicians in Russia in late 1916.
The Party of National Progress became the anchor of the
Nationalists’ ideology in Lithuania. The party was not elected to
either the Constituent Assembly or the First or Second Parliaments of
Lithuania. Three members were elected to the Third Parliament (1926)
only because they formed a bloc with the Peasant Popular Party. In
1924, in place of the Progress Party, the Lithuanian Farmers Association
and various other nationalist organisations, the Lithuanian Nationalists
Union (LNU) was founded. The first chairman to be elected was Prof.
Vincas Krėvė-Mickevičius. With Smetona becoming the state’s leader
for a second time, the duties of the LNU chairman became merely
a formal post of honour and one usually taken by the state’s prime
minister following the coup of 1926. Up until the military coup of
1926, during which they took over control of the state and introduced
an authoritarian regime, the Nationalists did not constitute a great
political force. Several years after the coup, in 1928, the party had 3,600
members, and it grew to 14,700 members by 1938. Until 1936, it was
the only ruling party in the absence of elections or a parliament. In an
attempt to legitimise its rule, a parliament was elected in 1936 from
among the Nationalists and their supporters. The activities of political
parties and other organisations were restricted. All other political
parties were banned until 1936.8
Already in 1921–1922, Antanas Smetona and Augustinas
Voldemaras urged people to orientate themselves towards Soviet
Russia. With the support of the Soviets and the Nationalists’ position in
8

Ivanovas, B., ‘Tautinių Mažumų įvaizdžio samprata lietuvių tautininkų sąjungos
ideologinėse nuostatose’, Politolologija 2002/2 (26): 1–20; R. Lopata, Autoritarinis rėžimas
tarpukario Lietuvoje: Aplinkybės, legitimumas, koncepcija (Vilnius, 1998); D. Mačiulis,
Valstybės Kultūros Politika Lietuvoje 1927–1940 metais (Vilnius, 2005);R. Žepkaitė, Klasės ir
Politinės partijos Lietuvoje 1919–1926 metais (Vilnius, 1978).
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international politics (especially their anti-Polish stance), international
conflicts were transformed into national and ideological conflicts. They
claimed that the Poles were the eternal and worst-ever enemies of the
Lithuanians.
Corporatisation had a strong presence in the Nationalists’ ideology.
They supported the Chamber of Business, Industry and Trades
established in 1925. The Chamber of Labour was founded in 1936 whilst
the Nationalists were in power. They saw furthering the common,
higher interests of the entire nation and the state as the main means of
maintaining social relations in peace-time.
In the Nationalists Union, great attention was given to the
instrumentalisation of the state’s cultural policy. This party aimed to
orientate creators in a ‘national direction’ and implemented a policy of
ideological censorship.
The party stressed not only the importance of a social doctrine but
also the formation of a national consciousness and declared nationalism
as an unquestionable value. This declaration of nationalism from the
new political regime started to carry more significance than ethnic
dependence, loyalty to ethnic traditions or the use of the dominant
ethnic group’s language. Nationalism meant politicisation to the
regime, which announced the guarantee of the domination of the
ethnic Lithuanian community and declared itself as the sole protector of
nationhood.
The Nationalists’ ideological provisions contained a synthesis of
specific elements of National Socialism and fascism that were meant
to ensure the stable strengthening of the new national consciousness.
The tool for implementing this concept was meant to be the leader’s
authority – it would draw neither a social class nor any specific
ideological group around itself, but it would draw the entire nation,
understood as a community of common blood and language. According
to the Nationalists, only an authoritarian regime could ensure the
formation of the entire Lithuanian nation’s identity. The fundamental
elements of the latter were not traditions (they still needed to be
created); instead, it was the blood and language that expressed the
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Nationalists’ identity concept and brought their ideological concept
closer to the integrated nationalism camp.
The confrontational nature of the inter-ethnic relationship,
combined with the rise of authoritarian regimes in these countries
(Latvia and Estonia became authoritarian in 1934), did not encourage
civic integration or consolidation of political nations in the Baltic
states. Many of the negative experiences had been moderated with
rather non-violent forms of oppression, with a very small number of
deaths among the political opponents. For example, from the onset of
the authoritarian regime in 1926 until the end of 1938, some authors
have counted 13 attempts to overthrow Antanas Smetona᾽s (18741944) regime. A total of 209 persons were tried and 11 were executed
by firing squad during the period of his dictatorship on grounds of
different politics-related charges.9 Obviously – sociologically, culturally
and even civilisationally – all three countries have many similarities.
The Baltic states in their present form became a reality after the major
powers of Germany and Russia and the Western maritime powers (UK,
France, the USA) clashed in the region during the First World War. The
interwar development of the three Baltic countries helped to consolidate
nationhood. Yet, under final analysis, all three resorted to dictatorships
when faced with civilisational and cultural challenges, which in itself
prevented civic consolidation and merely strengthened ethnic divisions
in the countries, especially in Latvia and Lithuania where there was
greater ethnic diversity in those years.
Political propaganda became the prerogative of Smetona and the
Lithuanian Nationalists Union. The ruling regime searched for means
of calming the nation, justifying the necessity of the regime and
fostering the public’s respect for the nation’s leader. The Nationalists
declared national culture as an unquestionable value and gradually
headed towards the ‘monopolisation’ of culture. National culture was
created on the foundations of Lithuania’s Grand Duchy, based on the
historic ethno-cultural legacy. The announcement of 1930 as the Year
9

Liekis, Šarunas, 1939: The Year that Changed Everything in Lithuania’s History (Amsterdam:
Rodopi, 2010), p. 33.
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of Vytautas the Great coincided with the apogee of the Nationalists’
propaganda. To the Nationalists, Vytautas the Great, who was able to
bring in order and unite society with a ‘firm hand’, became the example
for a strong state government. To commemorate the anniversary of
Vytautas the Great, the government had foreseen an important role for
cultural workers and artists. The Nationalists’ semi-official newspaper
Lietuvos Aidas (Echo of Lithuania) invited artists to serve the nation by
creating patriotic art and presenting examples of patriotism. Vytautas
the Great’s importance to Nationalist ideologues equalled the Third
Reich’s symbol, Friedrich Barbarosa. In 1934, copying the totalitarian
regimes active in Europe at the time, a project for the creation of a
national propaganda ministry was prepared, yet the state propaganda
institution – the Public Work Office – was founded only in the autumn
of 1938. This propaganda institution needed to ensure that ‘each citizen
would know what the aims of his nation and state were and what it
demanded of its citizens’. The first to be appointed to spread propaganda
and serve as zealous enforcers of authoritarianism by the Nationalists
were teachers, with the requirement that the public’s loyalty to the
government be fostered not only in school but beyond the classroom
as well. The Nationalists were impressed by the fascist formula –
‘everything within the state, nothing beyond its borders and no one
against the state’, which best revealed the meaning of collectivism. In
the field of cultural propaganda, the Nationalists also referred to fascism
as, according to them, ‘the state that educates its citizens makes them
consciously aware, passing on the merits of ideas, rights and solidarity
to future generations’. However, despite displaying certain ideological
similarities to an authoritarian regime, the Nationalists and the
President both rejected any opportunities to mechanically appropriate
anything foreign in Lithuania’s political and cultural life.10

10

Mačiulis, Dangiras, Valstybės kultūros politika Lietuvoje 1927–1940 metais (Vilnius, 2005);
Anysas, M., Kova dėl Klaipėdos 1927–1939. Atsiminimai (Chicago, 1978); Žostautaitė, P.,
Klaipėdos kraštas 1923–1939 (Vilnius, 1992).
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Is there a way from the curse of weak sovereignty?
An authoritarian heritage weighs heavily on the past and present
ideological projections on the past and the future. The Lithuanian
and other Baltic authoritarian regimes only nominally could have
been called ‘fascist’, even if they were heavily influenced by Italian
fascism. Lithuania, as its Baltic neighbours, had a chamber system in
government and was known for anti-socialism, some radical aesthetics
in culture and military uniforms and the cult of political leadership.
None of the regimes established a double administration of the party
and the state or a mandatory political manifesto or belief. However,
the regime, at least in Lithuania, attempted to extend the influence
of the government onto the creative spheres and to channel culture
into the fields sponsored and acceptable to the regime. The regime
determined the scope of the main identity parameters that could
be tolerated and the degree of freedom, thus heavily influencing the
level of self-censorship. Although the authoritarian regime planned
to control culture, its efforts were not resolute, nor did they totally
encompass society.11 This authoritarian dictatorship agitated for
civilisational exclusiveness and parochialism. The so-called agronationalism was made less futuristic, as the small farmer was praised
and glorified as the basis of the nation and as an example for every
citizen.12 Even more so, following Vytautas Kavolis’s observations,
cultural interests that had been narrowed from the initial interest in
the individual’s relationship with the Universe were narrowed even
further and took in only Western civilisation, later being reduced to
Lithuanian folk music. Finally, they were interested in Western culture
as much as it might have helped to foster national culture. Spenglerian
(Oswald Arnold Gottfried Spengler, 1880-1936) ideas about the
11

12

Mačiulis, Dangiras, Valstybės politika Lietuvoje 1927–1940 metais (Vilnius: LII, 2005),
p. 281.
Felder M. Björn, ‘Introduction’ in Baltic Eugenics: Bio-Politics, Race and Nation in Interwar
Estonia, Latvia and Lithuania 1918–1940, ed. Felder M. Björn and Weindling J. Paul,
(Amsterdam: Rodopi, 2013), p. 13.

Europe After 100 Before iekslapas.indd 175

12. april 2018 10.17

176

EUROPE. AFTER 100 BEFORE

decadence of Western civilisation were alive among the Lithuanian
political elites. For some, like Antanas Maceina (1908–1987), Spengler
became the symbol of the Western world itself. There was a fear
of contamination of the new and immature Lithuanian culture by
the West. Maceina was clear about from which side of the border
the greatest danger was coming.13 Facing the dawn of Lithuania’s
independence in 1939–1940, the Lithuanian President Antanas
Smetona and Prime Minister Jonas Tūbelis had several discussions
about under which country’s occupation Lithuanian nationalism
would be in less danger. The greatest danger came from the Germans,
Poles and Russians. However, the conclusion was always the same. The
East was the least dangerous for Lithuanian nationalism.14 However,
one aspect of interwar development was important. A breakthrough
in education laid the foundations for contemporary Lithuanian
culture. The beginning of independence, very differently from Estonia
and Latvia, was marked by a high illiteracy rate of the Lithuanianspeaking population. Attempts to introduce obligatory primary
education encountered serious problems. Social issues and poverty
made introduction of obligatory education difficult. Every fourth child
would not graduate from obligatory primary school, and only one
in ten continued into fee-based secondary education. The shortage
of teachers was also seriously felt. Lithuania had the least number
of teachers in Europe per thousand citizens. Only Portugal had less.
However, the negative attitude of the elites towards more advanced
education and their sceptical attitude towards the real benefits of
higher education did not find ground in the realities of interwar
Lithuania. The country’s elites seemed to believe that the country was
to have greater prospects for those individuals working as labourers.15
13
14

15

Mačiulis, Dangiras, Valstybės politika Lietuvoje 1927–1940 metais (Vilnius: LII, 2005), p. 260.
Mačiulis, Dangiras, Valstybės politika Lietuvoje 1927–1940 metais (Vilnius: LII, 2005), p. 260,
quoting Šliogeris, Vaclovas, Antanas Smetona – žmogus ir valstybininkas (Sodus (Mich.):
Bachunas, 1966), p. 169.
Bukelevičiūtė, Dalia, Butkus, Zenonas, Černiauskas, Norbertas, Grodis, Andius, Kaparavičius,
Algis Povilas, Polkaitė-Petkevičienė, Giedrė, Socialiniai pokyčiai Lietuvos valstybėje 1918–1940
metais (Vilnius: Vilniaus Universiteto Leidykla, 2016), p. 382.
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In our days, 100 years after the first independence, the question is
about how to normalise and stay part of the democratic world that has a
market economy as its driving economic system. The past taught us that
poor countries usually had neither the commercial nor administrative
infrastructure needed to help to mobilise the economy. Being small in
terms of territory was also an important factor, since it left very little
time for reacting to the rapidly progressing chain of events at the start
of the war.
Countries with low labour productivity and a poorly
commercialised agricultural sector would see their economic life
deteriorate rapidly when large-scale military operations began.
Lithuania did not stand a chance to survive the storms of change.
Estonia and Latvia performed much better in terms of economic
progress. Both had a predominantly urban culture and social structure.
However, it came as no surprise to anyone that the Baltic societies and
states did not sustain the pressure from their totalitarian Nazi and
Soviet neighbours because of military force, as well as the undemocratic
nature of their own politics, which made them react to the demands of
their aggressive neighbours rapidly and in isolation from society.
Nationalism is not a fading force in the world, though the nation
state has become much weaker, differently from the interwar period. It
is a common fallacy to envision our families and nations as arranged
in a straight line of descent. The linear model gives us the mistaken
impression that at any particular moment only one identity dominated
the country and that all earlier inhabitants were merely older varieties of
ourselves. The truth is that this territory was home, at the one and same
time, to several tribes and later nationalities. The nationalist discourse
does not keep up with academic achievements in this field.
It should be noted that these consolidated democracies have all
been EU members since 2004. The two countries that joined the EU
in 2007 (Bulgaria and Romania) are classified as semi-consolidated
democracies. The remaining states in this category are also located
in Southeast Europe. In summary, the Northern and Central
European part of Eastern Europe has experienced a transition to and
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consolidation of democracy, whereas the rest of the former Soviet
Union has developed into (mostly consolidated) authoritarian regimes.
Two decades after the collapse of the Soviet Union, there are profound
differences between, on the one hand, the consolidated democracies
and the new EU members in Northeast and Central Europe and, on
the other hand, the predominantly authoritarian post-Soviet states.
Therefore, it makes sense to ask whether the whole range of cliches
and labels such as ‘post-Soviet’, ‘post-Communist’, etc. make sense any
longer. Also, this cannot be compared to the post-imperial mindset
equating being Soviet to being part of an Empire. The Soviet Union
has been envisioned not as a national state but as one that transcended
nationalism. The communist movement and its bureaucracies never
understood themselves in imperial terms. The ideology behind
Communism was of a different nature, based on universalism and not
on the house of the Romanovs or the Habsburgs. As some conservatives
call present-day USA and Pax Americana, it could to some extent be
identified as a kind of New Empire. However, the reality in which
we live is an extension of neo-nationalist tendencies. Where is the
Lithuania of today? It is a consolidated democracy on which hangs the
heavy burden of undemocratic habits and practices coming from the
First Republic, with low investment into the good of society, especially
education and health care. The lack of trust among citizens in the true
values of the country’s ruling political elite and them being suspicious
of its modus operandi weakens the sustainability of democracy and
makes people move to countries where there is a universalised concept
of public good and human and social rights. Lithuania’s investment in
education as part of its GDP was au pair with Estonia and Denmark
in 2009, reaching nearly 7.2 per cent of GDP. By 2015, Lithuania was
allocating only 5.3 per cent of GDP (the lowest proportion given in
the region) to education, while Estonia gave 6.2 and Denmark 7.0 per
cent of GDP respectively.16 The lowest investment of Lithuania into
16

Budiene, Virginija, ‘Valstybė, kurioje vyrauja nuostata, kad švietimas yra nuostolis biudžetui,
neturi ateities’ http://www.bernardinai.lt/straipsnis/2017-12-07-v-budiene-valstybe-kuriojevyrauja-nuostata-kad-svietimas-yra-nuostolis-biudzetui-neturi-ateities/166916

Europe After 100 Before iekslapas.indd 178

12. april 2018 10.17

Š. Liekis. LITHUANIA: After 100 Before

179

education and health care in the region correlates with the highest
rate of emigration in the EU, when people migrate expecting to
have better economic and social conditions.17 Disregard of the social
state and public well-being, as well as the educational standards of
the population, was not only the cause of backwardness but one of
the most important factors behind emigration and the weakening
legitimacy of the state. The territorial state does not perform its role
in the eyes of the populists and nationalists. The latter, in Lithuania
as well, are often tempted to condemn and to leave multilateral
institutions as institutions undermining the territorial integrity of
the state. Any attempts will be in vain. Production fragmentation
and the loss of its national territorial base produced global value
chains, which means that, even in the short term, protectionism is
counterproductive for most consumers. Before the rise of popular
nationalist movements, international agreements concentrated on
non-tariff barriers and regulatory cooperation to reach common
standards. Populist nationalism will try to hit at any attempts
to construct and strengthen any global governance, in this way
backsliding on economic activity and employment. Backsliding
on democracy and multilateral governance will also lead to a
strengthening of all kinds of authoritarian and totalitarian and
territorial fantasies. The danger of regional actors harbouring the
same ideologies will become significant in imposing their agendas on
the EU as a whole and on particular countries. Thus, Russia, with its
statist conception of the state and its centrality in social and political
life, is a constant and unvarying element that will employ voices in
loyal parliamentary groups on both the right and left, striving for
the return of the territorial state. The share of anti-Russian rhetoric,
whether it is in Hungary or Poland, the same as in Lithuania or
elsewhere in the Baltics, will not conceal the true allies of the
territorial nationalists for at least within a few decades after 100 years
17

Rudžinskienė, Rasa; Paulauskaitė, Lina, ‘Lietuvos gyventojų emigracijos priežastys ir
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of independence. The same applies to disregard for democratic
constitutionalism and populism, which has wide appeal among
the people, uses direct democracy mechanisms to mobilise social
discontent and is willing to further strengthen the executive power
and influence of particular sectors when it benefits the economicpolitical elite.
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Me, My Country
and the Virus We Share
RYTIS ZEMKAUSKAS

Let me start very bluntly: too many of us Lithuanians still look like
people with a certain type of illness, which can be called Sovietism. And
that involves not only me and my peers. No. That involves our children
and grandchildren because – and I will put it even more bluntly –
Sovietism is a sexually transmitted virus, going down generations
largely unnoticed, latent and ever mutating.
I am very much sure that deeper analysis of what Sovietism is and
how it works could present some important answers to how European
societies function at the present day.
The symptoms of Sovietism are many and are not easy to detect.
They go far beyond simple patterns of behaviour that used to amuse
Westerners right after the fall of the Berlin Wall and the U.S.S.R. We
now no longer stand transfixed at a banana stand or at the door of
a strip bar. We no longer boil our eggs brought from home in a hotel
kitchen sink. We are rarely seen now trying to reuse a used metro ticket.
This type of proverbial ‘Soviet’ behaviour diminishes with increased
welfare and, in fact, has little to do with Sovietism as such. Sovietism is
not about being poor, and it is not defined by odd or criminal behaviour
per se, despite the fact that the Soviet system contributed to and had
methodically sustained the latter two.
First and foremost, as Soviets themselves quite righteously upheld
it – Sovietism is an ideology. And I am afraid that they have succeeded
with it far better than we sometimes think.
They have managed to put a particular type of mindset in place.
And this mindset is in the process of revealing itself to astonished
audiences across Europe, right at this very moment. Let me try to

Europe After 100 Before iekslapas.indd 181

12. april 2018 10.17

182

EUROPE. AFTER 100 BEFORE

describe a few elements of this mindset, though as I said before, the
subject is of a very complicated, elusive and obscure nature. Naturally, I
will rely on my own experience in my own society.
One of the most significant symptoms of what I would call real
Sovietism is a general distrust within the society. The Soviet imperative
establishes that institutions, organisations and people cannot be
trusted. And consecutively – cannot be respected. A general lack of
trust is closely related to a general lack of respect within society. The
government cannot be trusted and therefore cannot be respected and
therefore cannot be of any positive use. A person cannot be trusted and
therefore cannot be left to his/her own devices and therefore should be
controlled by as many regulations as possible. This leads to derivatives
such as the ‘government vs. people’ dichotomy, where government is
always ‘bad, stupid and greedy’ and the people are always ‘poor, helpless
and disillusioned’.
The Soviet imperative in my society has it that there cannot be such
a thing as something done pro bono, of free will or out of a selfless
impulse. There’s always something behind everything, says the Soviet
imperative. This, by the way, makes us fertile ground for all types of
conspiracy theories to successfully thrive in.
Another important attribute of my society is the existence of a
shortcut culture. Since no one and nothing can be trusted and since
there is a tendency to solve problems by imposing more and more
regulation, a person has little respect for the rule of law. In the Soviet
system, ‘no’ means ‘yes’ if you know the right door to knock on. This is
still very much true in the present day in the country where I pay my
taxes. The shortcut culture adds to a pervasive problem in many postSoviet (and generally post-colonial) states - and that is corruption.
One more tendency I observe in my society is the tendency to
believe in conflicting ideas and sustain a system of conflicting values.
The simplest example of this is to expect to pay fewer taxes but to get
better benefits from the state. There are too many people who see
themselves as victims in their own country. And what is even more
conflicting is that they tend to think government is bad, but, at the same
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time, there is nothing to be done about it. This creates a strange mix of
passiveness and impatience, and it distorts democratic processes to the
extent where all types of ‘saviours’ and ‘quick fixes’ suddenly become
desirable.
All the abovementioned elements don’t seem to be endemic to my
home country and don’t seem to belong only to the Soviet domain. I
find them very much universal, and they appear to be pervasive in many
societies, from post-colonial to post-fascist to even the democratic states
of the West, as is being demonstrated by the processes we observe at the
present moment in the EU.
Therefore, an important contribution the post-Soviet space-time
can make to a common democratic Europe seems precisely this: we
must bring forward all possible viruses that we feel we have, and we
must analyse and discuss them very extensively and with all possible
openness and sincerity. This could lead to a better Europe and could
prevent others from being infected.
In a word – we can be a vaccine.
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What Internal Factors Will Impact
the Development of Latvia?
Formula of Latvia 2050
MĀRCIS AUZIŅŠ, ANDRIS NĀTRIŅŠ

Introduction
On October 20, 2017, the University of Latvia hosted the first
‘Formula of Latvia 2050. Development scenarios’ forum focusing on
internal factors.1 The forum brought together distinguished experts
for discussions aimed at defining factors for the country’s growth
during the long-term perspective.2 The forum assembled more than
fifty experts representing the academic sphere, government, nongovernmental organisations, financial institutions and high technology
enterprises.
The experts agreed that the sectors where a potential for the
empowerment of the country could be found are civil society, education,
economy and demography.
A shared overall trend in building the development formula
of Latvia-2050 can be identified in the use of tools dedicated to
understanding and modelling regularities and processes (including
1

2

The University of Latvia has initiated a project bringing together experts, scholars,
politicians and representatives of the NGO and business sectors with the goal to define
future scenarios of Latvia. The project is aimed at defining the main internal and external
factors that will have an impact on the further development of the country and identifying
the sectors where potential for Latvia’s growth can be found. The elaboration of the formula
is based on a series of three expert forums, which serve as platforms for ideas, knowledge
and diversity of views. The presented article provides an overview of the main results from
the first expert forum, which debated a set of internal factors.
The organisation of the forums was made possible by great support from the academic
community, respective ministries, non-governmental and professional organisations and
business institutions, such as Luminor, Latvijas Mobilais Telefons and SEB Banka.
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the processes of change) in various fields, spheres and disciplines. The
experts suggested that the formula of Latvia-2050 should integrate
the success factors of the sustainable development of Latvia, which
are directly related to the choices, efforts, values and motives of the
individual. The growth of the country in the future is directly linked to
the value of ‘small efforts’, starting at the level of families, communities,
corporations. These ‘small efforts’ characterise large-scale, long-term
processes through a micro-scale prism.
What were the most important findings of the first ‘Formula of
Latvia-2050’ forum?

Civil society
Civil society was chosen as one of the most important sectors that
characterises the social activity of individuals and groups and their
involvement in social and political processes based upon their
knowledge, free dialogue and free economic activity.
The state of affairs in civil society provides an opportunity to assess
the modalities of consciousness and the behaviour of the people in
Latvia within the individual, social and political context, taking into
account both rational utilitarian parameters and those transcending
rational considerations (value-oriented ones). This means, on the one
hand, to search and find answers to the question regarding the nature of
one’s identity (the fundamental questions raised in presentations –‘Who
are we?’, ‘What are we like, whereby do we differ from others?’, ‘How
do we want to live?’, ‘What enables us to be happy?’) and to recognise
a mission as a consequence of these considerations. On the other hand,
this means to form an attitude towards global processes and to create
an optimal algorithm of action (the key questions: ‘How to adapt to
the global processes of the external world?’, ‘How to tame the changing
processes?’, ‘Should one be isolated or open?’).
The forum revealed a unifying guideline for the status of the desired
goal for long-term development. Instead of focusing on the much
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more frequently discussed status of high welfare, it is important to
identify that which is perceived as relevant at the individual level – the
sensation of happiness on an individual level of perception holds a
greater importance than GDP. The following descriptive definition was
proposed in the forum as an important precondition for the ‘formula of
happiness’: every person living in the national state of Latvia should be
free in his or her beliefs, there must be confidence that the state ensures
and protects this freedom, and the individual person’s sense of oneself
and self-awareness are integral parts of the sense of community. A
prerequisite for a sense of community is respect for the spiritual and
intellectual world of the individual, which in the contemporary world
is not homogeneous, since it is represented by belonging to diverse
family traditions, religious denominations and ethnic cultures.
The perception of the value of civil society, its role and potential in
the future derives from the experiences of the people of Latvia. In this
aspect, one must take into account the diversity and complexity of the
opinions, expectations and belief-systems of individuals. These vary
between the optimistic notions and expectations that were widespread
in Latvia after the reestablishment of independence in 1991, to the
disappointment in the real processes of the independence years and
to the influence of the Soviet era, which left a huge impact on the
understanding of the self-organisation of society and the corresponding
form of action.
When the state’s independence was restored, the perception of civil
society as a concept was dominated by the conviction that Latvia had
an opportunity to swiftly achieve the status of Denmark, becoming
a small, prosperous state with a democratic and civic-minded, active
society. Since 1991, the process of civil society formation has been
characterised by many positive features (the society has become ‘more
complicated’, the media are losing influence, etc.); however, so far,
the quality of civil society relations and processes in Latvia still fails
to equate the civil society in a country like Denmark. The differences
in Denmark are prominent in terms of how citizens are prepared
to engage in state-building (awareness that state formation depends
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upon this participation) and mutual trust both at the horizontal and
vertical (political governance structure) level. Sociological studies
carried out in recent years reveal that there is no rapid improvement
in this aspect. The main conclusion about the future process of civil
society formation is that such processes do not automatically evolve
in the desired direction. It could be assumed that a certain role here
is allotted to destruction of the forms and skills of self-organisation
brought by the Soviet period and the structural ‘asymmetries’ in many
areas of human activity (daily life, economic activity), which at the
individual’s level of perception and experience are characterised by
discrepancies between the time devoted to work and the benefits.
Today, emotions play a paramount role in people’s choices. By
studying them, it is possible to determine more precisely how the
society can be ‘enabled’ to become active and how individuals can
be stimulated to unite in cooperation, which in the long term would
bring benefits. A vital aspect in understanding the civil society concept
is the importance of the type of public participation and cooperation
in its formation. However, the values that bring people together in
this process are equally significant. When assessing the process of civil
society formation in Latvia, there are questions one may ask: Have the
appropriate materials been used to build civil society? Is it possible
that our country lacks values such as respect for the individual’s free
choice, respect for diversity, flexibility and other values? Rejection of
repressive methods and formal approaches is also important in the
process of building civil society. It is crucial that non-governmental
organisations are involved in this process.
When appraising how to involve people in social processes,
one needs to understand more precisely what people think, how
communication is formed and what thoughts motivate real action.
Small things will solve the big things, not the other way around.
When assessing trends in the development of social processes, one
must take into account the impact of digitisation on these processes.
Digitisation already presents comprehensive changes in the speed
and extent of information circulation, access and connectivity. Thus,
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for example, the ability of each individual to represent their position
and seek support even on a global scale is increased. It can be argued
that a new model of society is emerging, and it can be described
as a network society. It is a society whose culture is based on the
possibility of networking. This possibility is created by digital
infrastructure and the recognition of it as a value. It is a new social
relations system, or ‘netocracy’. It changes the role of individuals
in society and the ways that they can be included in existing
communities or create new communities.

Education as one of the substantial development
factors in the Formula of Latvia 2050
The second panel discussion was dedicated to analysis of the formation
principles of the education system in Latvia within the next thirty
years. The system should be balanced, adaptable to global influences
and challenges (including digitisation challenges), ethical, tolerant and
based on Latvia’s cultural identity. It should be open and implement
internationally recognised scientific activities and the efficient
commercialisation of research, while developing an innovative, high
added-value driven, globally competitive economy. These principles
should also result in favourable conditions for positive demographic
trends.
Education is one of the most significant factors of development.
At the same time, it is a system itself, and the quality of its structure
is to be advanced as a theme in developing the Formula of Latvia-2050.
When constructing systemic development models, it is equally
important to understand the place and role of education in the evolution
of society and state, as well as the principles of education as a system
itself.
When creating the Formula of Latvia-2050, one of the main
motivating factors for shaping strategies and policies is the reliance
on the human capital that is rooted in Latvia and capable to act on
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a global scale. Education is the factor that determines the quality of
human resources and, consequently, the pace and quality of Latvia’s
development. Education is one of the areas largely maintained by public
funding. Taking into account the available financial resources for each
area and analysing them in systemic context reveals that it is necessary
to carry out structural reforms in order to ensure a high-quality and
the most efficient educational process at all levels of education. This
would create the preconditions for creation of goods and services
with higher added value, which also affects other areas, such as
demographic processes and limiting depopulation.
When emphasising the role of education in the creation of higher
added value, which is a precondition for the sustainability and
competitiveness of business, the issues of paramount importance
include the relationship between the monetary and educational
process, as well as prospects for students, the governance of academic
institutions and relations with institutions and companies in the public
and private sectors. The skills of mastering strategic and financial
planning, management and partnership approaches should be borrowed
from the business sphere. It is especially important to find answers to
these questions by creating a framework for the activities of higher
education and scientific institutions and by modelling the desirable
and possible progress of academic processes in Latvia.
Can the quality of education processes be and should it be more
closely related to the income from the sale of educational products (as
in business), or can the amount of income coming to the educational
institutions be attributed to their direct or indirect investment in
creating added value? Further continuation of this chain of conclusions
leads to questions regarding what role, motivation and values
characterise the participants in the process at the level of individuals,
institutions and the state and how these correspond to the expected
outcomes.
Global experience currently demonstrates that a solely businessoriented or business-interest-driven educational process does
not usually provide for a very high or high intensity research
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component at institutions of higher education. A similar conclusion
can be drawn from evaluating the export activities of higher
education, especially if its deployment is more closely linked to
obtaining higher income or compensating the fall in domestic income
that is generated by the ‘demographic pit’. In this context, the export
of medical education is often mentioned as a success story to be
evaluated with caution, given that it is often not the most motivated
students who choose Latvia.
However, if funding for higher education and science to a large
extent depends on public funding, it is essential to identify the goals
and respective priorities to be followed by higher education.
The performance of academic institutions can be assessed in
comparison to the performance of universities in other countries. The
presence of a state university that is highly ranked globally indicates
potential and is a sign of the state’s competiveness. Therefore, one
should consider this goal: by 2030, to have an establishment of higher
education in Latvia rank among the top one hundred universities in one
of the most prestigious rankings of higher education institutions.
A possible scenario for the Formula of Latvia-2050, with regard
to development of higher education, follows from the assumption that
investment in education does not in itself provide a higher level of
prosperity. The only factor that impacts prosperity level is the quality
of the acquired education, which should be set as a significant target
in the context of national development. Additionally, it is important
to recognise that there is a need for a certain amount of investment to
ensure a sufficiently high quality of education. There is no reason to
expect an equivalent quality of studies, if the current investment per
student in Latvia is considerably lower than in Finland and Estonia.
The conclusion that can be drawn from such a premise is that it is
not purposeful to maintain a large educational network and to place
emphasis on accessibility at the expense of reducing the opportunity
to achieve a performance that actually and formally attests to
excellence. In this case, within the conditions of limited funding,
it might be necessary to make a clear and definite choice: the
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budget necessary for financing the implementation of high-quality
education should be used to ensure education for a smaller number
of students.
In reconstructing the education system, the paramount issue
is ensuring a higher than current quality at all levels of education.
Constrained resources call for a discussion on whether the school
network is optimal at all levels of education, taking into account both
the workload and the ability to ensure quality at a lower workload.
The excessive duplication of the higher education product of study
programmes and the uneven distribution of students in programmes
and study directions should be avoided. In this context, the forum
offered structural solutions – to assess the possibility of changing the
subordination of schools (centralised subordination to the Ministry
of Education and Science) and preventing universities from being
subordinated to different ministries.
To conclude, in the context of the Formula of Latvia-2050, the
issues of educational content were characterised and evaluated
comprehensively, linking them both to the current needs of the labour
market and to the expected changes in all aspects of a person’s life and
society overall – changes related to the rapid development of digital
technologies, globalisation and increased life expectancy.
The experts of all the areas represented in the forum stressed that
the expected rapid changes will only increase the role of education as
a factor in the development of the state and society. At the same time,
there is a clear need to transform both the content of education and its
forms. The makers and participants of educational systems and policies
should be open and flexible in order to accept and timely prepare for
a different employment situation, occupational map, communication
model and institution and enterprise management model. This is
especially important given the possibility that the rapid dynamics of
changes could continue.
It is therefore essential to be aware of the activities that are critical
to the current agenda of general, vocational and higher education and
create an open and flexible system that would allow for adaptation to
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future changes, while not jeopardising the values that are important
for building Latvia’s national sense of community.
One of these activities is a competence model at the level of general
education, the aim of which is not only to provide knowledge or to
develop a set of particular skills necessary for life and professional
activity but also evolve the competences that will create the
preconditions for continuous acquisition of new skills and knowledge.
Skills and knowledge help promote better cooperation, creativity, less
bias, development of critical and analytical mental skills, increased
immunity against various manipulations, emotional intelligence and
the ability to develop a certain value system. In creating this model,
it is essential to understand the importance of acquiring knowledge,
which has been at the core of the past education paradigms and will
not diminish with the new competence approach. The accents change,
creating the need to continuously link knowledge with a practical
context and knowledge of other areas. An increased topicality is
allotted to connecting problems with the skills of acquiring knowledge
in a global array of information, taking into account the opportunities
offered or promised by digital technologies. In the current situation, it
is necessary to review the forms of the qualification and education of
educators, prioritising the connection of initial education with a certain
academic field and emphasising the acquisition of cooperation skills and
proficiency in information technologies.
In order to increase the role of higher education institutions in the
country’s sustainable development, one must be aware of their special
mission – to be able to perform functions like being a place where
knowledge is created, serving as resource centres for the development
of Latvia, working as human capital developers and being a source
of innovation. From this point of view and taking into account the
opportunities created by globalisation, it is necessary to create the
preconditions for the international competitiveness of all development
resources of Latvia, increase the capacity for cooperation between
human capital and academic institutions and seize the opportunities to
increase influence on a global scale.
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Economy in the era of technological development
The panel discussion ‘Economy’ was directed at identifying the
principles that would create favourable preconditions for new
entrepreneurial and investment perspectives within the next thirty
years. This shall be done while promoting the quality of education,
developing fundamental science and applied research in Latvia,
establishing a secure middle class, decreasing a risk of control over
political processes exerted by individual business groups or persons
(which, in turn, could result in negative impact on social processes) and,
moreover, promoting a positive balance of population change.
The national economy is undeniably at the heart of any country’s
development, given that money is generated in economic processes – in
business. However, the quality of the economy cannot be assessed if the
following are disregarded: education, science, innovation, the forms of
public relations, values and people’s moods (emotions and psychological
states).
Today, digital solutions for automation, robotics and the application
of artificial intelligence algorithms on a global scale mark the shift
towards a qualitatively different approach that is extensively used
in business processes (transport, logistics), as well as in fields like
medicine.
Digital acceleration also continues in Latvia. A prerequisite for this
is the quality, coverage and distribution of technological infrastructure
in the public and private sectors, including households. A no less
significant indication in this regard is the ever-expanding spectrum of
digital technology applications at the individual and household level.
These applications range from elementary communication to finance,
shopping, safety, quality of life in homes, management of everyday
household work, obtaining information from all possible news and
knowledge sources, remote handling of affairs with state institutions, etc.
The outlook for future digital expansion in Latvia, just like on the global
scale, has to be linked to autonomous transport solutions, integration
of artificial intelligence algorithms, fifth-generation mobile network
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systems, extensive and diverse use of large-scale data information
technologies, expanded or augmented reality solutions, internet use and
interconnection technologies for physical devices.
A data-driven economy is an opportunity for Latvia to
considerably increase the country’s economic growth rates already
in the medium term. It is thereby possible for Latvia to avoid the
middle income trap, creating the preconditions for creation of smart
companies that employ highly skilled workers who create high valueadded products and services.
A data-driven economy envisages a different approach to
education in crucial respects. If the traditional model of education is
dominated by the principle of knowledge acquisition, linked to analysis
and research, then the priority in today’s world is the ability to quickly
access information. In the future, the education model has to adapt
to changes in society and economic activity, focusing not only on the
acquisition of superficial knowledge and wide access to information
but also on the ability to constantly master new knowledge and skills
through continuous learning.
With the commencement of the fourth industrial revolution, when
assessing the global economic processes, one can clearly observe the
presence of the trend that digitisation is the reason why the traditionally
strong, big companies have ceased to exist. Only a few companies
in Latvia are ready to focus on the introduction of technological
solutions. It requires both courage and competence. To promote this,
state support should be granted to establish and develop crosssectoral information and cooperation platforms with greater ICT
involvement, taking into account the experience of the already
established competence centres.
An essential precondition for building a data-driven economy
is data ‘democratisation’. To increase the role of higher education
institutions and scientific institutions in economic processes, data
must be open to academic institutions.
It is important to recognise that capital is building up where there
is a fair, just and clear relationship among the people involved in
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social and economic processes. In this respect, Latvia at the moment
is not the best place to invest and generate capital. Besides, regarding
movement of the qualitative human capital, the places of stronger
attraction are those that generate a greater amount of capital, creating
a larger capital surplus. It is ensured and maintained by a high culture
of trust that is characteristic to the Scandinavian society and the
business environment but unfortunately, rarely operates in Latvia. Its
typical attribute is the awareness that the state and businesses work
more effectively, if everyone acts honestly. An equally important
factor promoting the attractiveness of an investment environment and
prospects for economic development is the management culture that has
developed in the respective place (country).
The long-term competitiveness of the state is an important aspect
in the Formula of Latvia-2050. Competitiveness is a measure that
characterises the ability of countries to generate greater prosperity than
the competing markets. Taking into account the fact that technologies
are changing very rapidly, the ability to deploy and absorb technologies
is currently and will continue to be an important dimension of
competitiveness in the future. The role of the state in this process is to
influence what is in its power – the quality of human capital.

Demography
The concluding panel discussion ‘Demography’ analysed demographic
policy (including other policies that also impact the demographic
processes), shedding light on the factors that within the coming thirty
years would create preconditions for motivating and enabling the
inhabitants of Latvia both to take care of themselves and their families,
as well as to assume the shared responsibility of the demographic
policy. Experts were invited to analyse both the quantitative parameters
(size of population, its age structure) and the qualitative ones (living
environment, community formation and influence, presence of
the lifelong learning system, quality of business environment and
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employment opportunities for certain social groups and opportunities
for inclusion).
In Latvia, the population will continue to decline, and the society
will age. The forecasts are based on natural demographic trends
by extrapolating the trend curve for emigration. However, when
modelling the impact of economic factors on migration processes, it is
possible to observe the likelihood of different trends, and it indicates
that the demographic tendencies in Latvia clearly correlate with the
parameters of the country’s economic growth.
A positive migration balance (stopping emigration) might be easier
to achieve through national policy instruments than natural birth
and death trends. Against this background, it can be assumed that,
although the population will continue to decline, this trend can be
significantly ‘amortised’. The key to this goal is not only the GDP
growth but also a lower pay gap between Riga and the regions.
Aiming to stop the decline of the population, it is important
to be aware that the economic growth – both in the country and
regionally – is of the first and foremost importance. Most likely,
in the future just like at present, only the Riga agglomeration will
be able to provide a contemporary level of productivity and help to
subsidise regional infrastructure. The negative difference between
remuneration in the regions and Riga can be mitigated by attracting
foreign investment into the manufacturing industries. Regional cities
could thereby have significant benefits. Even in the case of an optimistic
scenario, several local governments will experience a dramatic drop
in population, which raises questions about maintaining public
infrastructure in these regions.
The large-scale emigration since Latvia became a member of the
European Union, but especially in the last ten years when the global
financial crisis began, can be viewed as a negative tendency but also has
some potential. The diaspora has founded organisations or networks
based in ethnic communities. Strengthening the links of Latvian
institutions and society with the diaspora Latvians will maintain their
sense of national affiliation and increase the possibility of re-immigration.
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On the other hand, according to the studies, re-immigrants who
have returned to Latvia from Western European countries have a better
capacity of entering the labour market, work in the most appropriate
profession for their qualifications, have acquired new skills and are able
to earn more. They have better mastered the skills that are currently
important for the competitiveness of individuals and companies in
which they operate: cooperation building, dealing with conflicts, the
ability to acquire new markets, etc.
Re-immigration studies do not confirm the frequently encountered
assumption that those who have left provinces of Latvia to live abroad
settle in Riga or other major centres upon returning to Latvia. On the
contrary, they are more likely to return to the places that they left. One
of the more powerful motives for re-immigration is the desire to return
to a place where people have lived before and have friends and relatives
and to which they have an emotional attachment.
The tendency of the population’s aging creates a stronger
niche for new services that address the specific needs of the elderly,
including helping to maintain a higher quality of life, as life expectancy
increases. The development of the rehabilitation and medical industry
has an equally good potential in the small towns and regions of
Latvia. Through expert management, it can be used as a basis for
exportable medical tourism.
Since demographic processes are affected by employment or
business opportunities, it is important to ensure extensive opportunities
for highly qualified employees to work in the international
environment, while maintaining the possibility of living in Latvia.
Hence, attraction of industries providing international outsourcing
or establishing shared service centres, as well as knowledge intensive
service or industry companies should be promoted in our country.
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How does the Formula of Latvia 2050 look
from the perspective of internal factors?
A state and society is as strong as each individual’s contribution to
the common good. An active civil society is a platform that ensures
inclusion and the participation of citizens in mastering their future.
Civil society as a generator of commonly shared values, cooperation
skills, cooperation platforms, a high culture of trust (in the business
environment and public administration) and network society
(netocracy) serves the purpose of a national sense of community.
In order to reach a higher level of prosperity, areas such as quality of
human capital, high-quality education, a data-driven economy, data
democratisation and service niches (related to digitisation and changes
in age structure) can serve as a pool of resources empowering the
nation. These are not only sets of quantitative data that demonstrate
progress and achievements. ‘Small efforts’ or ‘small things’ can solve big
problems and prove that Latvia is a smart country.
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In Search of Our Own Little Nook,
Our Own Little Corner:
Latvia’s Role in the Global Economy
in the Past Hundred Years
ĒRIKS K. SELGA

Introduction
The centennial celebration of the end of World War I provides
an opportunity to reflect on and hammer a memorative spike
into the annals of economic history. In Latvia, this history has
been extraordinarily colourful. Joining the free market 27 years
ago came only subsequent to two World Wars, three occupations
and a forceful entry into a now defunct Soviet planned-market
economy. In between times of strife were two notable periods
that offer unique juxtaposition into the Latvian economic modus
operandi: the period shortly before World War I and the period of
independence before the Nazi German and USSR occupation. Both
periods saw the development of the Latvian market as a participant
in the global arena, able to practice its economic interests largely
for the territory’s own betterment.1 The Soviet Occupation, on
the other hand, shifted the Latvian economy 180 degrees towards
its own planned-market economy. This contribution will aim to
contextualise the Latvian economy in the past hundred years and
to assess whether any salient trade and industry traditions persisted
between the 20 th and 21st centuries.
1

While the territory of Latvia had not gained independence under the Russian Empire prior
to World War I, the ruling Baltic-German elite had relative autonomy and could engage in
trade with the rest of the global market. See Arveds Švābe, Latvijas Vēsture 1800–1914 [The
History of Latvia 1800-1914] (Stockholm: Daugava, 1958), pp. 19-25.
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The study begins with an outlook of the Latvian economy prior
to World War I, followed by the interwar period, the second Soviet
occupation and the period after restoration of independence, up to
contemporaneity. The four periods are assessed from a perspective of
GDP make-up, international trade and labour. Any particular trends
will be highlighted and analysed for their potential contribution or
detraction to the future development of the Latvian economy.

The Latvian economy prior to World War I
Slightly before the First World War, Latvia, still under the Russian
Empire, had the second highest level of urbanisation in Europe,
at 28.6% living in cities after Great Britain’s 35.5%, significantly
in front of countries like Germany, France, Denmark and other
Western states.2 The Latvian agricultural sector had almost brought
manual ploughing to extinction, while neighbours were still getting
acquainted with the technology.3 It was one of the earliest adapters of
electricity lines, telephones and tram lines in Europe.4 Concurrently,
it was a centre of industrialisation and home to a wide range of stateof-the-art manufacturing and mechanical engineering enterprises,
creating novelties like airplanes, automobiles and electrical
equipment.5
In the decade leading up to the First World War, Latvia was a global
leader in the export of timber and rate of industrial growth.6 It had
98 secondary schools, one for every 26,000 inhabitants, in comparison
to one for every 84,500 in Russia at the time.7 It was a regional pioneer
in the creation of professional agricultural societies and crediting union
2
3
4
5
6
7

In 1913, see Švābe, supra note 2, pp. 545.
In the early 1900s, see ibid pp. 553.
Daina Bleiere et al, History of Latvia: The 20th Century. (Jumava, 2006) pp. 40.
Ibid pp. 41.
Ibid pp. 42.
Švābe, supra note 2, pp. 531.
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practices, in which more than 70% of Latvian farmers were members.8
The most prominent issue was the lack of manpower to upkeep the
growth and rebalance the loss of agricultural workforce from migration
to Riga.

The first independence of Latvia
These achievements were all but erased by the end of the First World
War. The ebb and flow of the Czarist, German, Soviet Russian and
Bermondt-Avalov’s forces across Latvia until 1920 had destroyed much
of the arable land and displaced the industrial machinery.9 If in 1914
there were 2.6 million inhabitants, by 1920 barely over half were left.10
The now independent Latvia had lost its role as a centre of trade, heavy
industry and innovation, as well as its trade connections, spanning
all the way to the USA.11 As noted by Bleiere – while most countries
experienced problematic shifts towards industrialisation, the new
nation-state of Latvia had to struggle in recreating an agriculture-based
economy.12
In 1918, the Latvian industry was left at approximately 10% of its
pre-war size.13 The lack of manufacturing equipment, investment capital
and market access brought a natural shift in the industry’s focus to
reflect its capability. In the decade leading up to 1930, woodworking
became the primary employer of workers, providing the vast majority
of exports but only about a tenth of export revenues.14 The chemical
sector managed to succeed that of 1914, attracting more than 85% of
8
9
10

11
12
13
14

Bleiere et al, supra note 5 at pp. 47.
Ibid at pp. 193.
Arnolds Aizsillnieks, Latvijas saimniecības vesture, 1914–1945. [Latvian Economic History,
1914–1945] (Stockholm: Daugava, 1968), pp. 140–164. and Olģerts Krastiņš, Latvijas
saimniecības vēsturiskā pieredze. 1918-1940 [The Historical Latvian Economic Experience.
1918–1940] (Rīga; Latvijas valsts agrārās ekonomikas institūts, 2001)
Bleiere et al, supra note 5 at pp. 193.
Ibid at pp. 194.
Ibid at pp. 199.
Bleiere et al, supra note 5 at pp. 200.
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foreign investment.15 In the 1930s, manufacturing witnessed a strong
revival, with the State Electrotechnical Factory beginning assembly
line manufacturing of innovative radios, phones and other electronic
goods. A few airplanes had been produced, and automobiles were in the
planning stage before the Second World War.
While industry experienced a slow and tedious rejuvenation,
agriculture became the economic focus. After the war, arable land
was redistributed to the hundreds of thousands of historically
landless Latvians.16 By 1937, the mass distribution of parcels,
which by law were less than 22 hectares per unit, created more
than 54 thousand new farms.17 The Latvian agricultural output
exceeded the pre-war within a decade, but it lagged significantly
behind other Western European nations.18 The farms faced many
difficulties: labour was largely manual, thousands went into debt,
and the successful ones lacked the labour to expand.19 By 1939, the
amount of foreign labourers exceeded 40,000, bringing fears of
destabilisation if they were to leave. 20 While the radical small farm
approach significantly reduced unemployment, the agricultural
output was often inhibited by the diminishing returns of the equally
small investments that could be allotted to them. 21

The Soviet occupation
Before the occupation by the USSR, Latvia had reached similar price
purchase parity to Finland and doubled that of Lithuania. It recaptured
a portion of its previous market, with Germany and Great Britain
becoming its primary trade partners. However, the occupation of 1940
15
16
17
18
19
20
21

Ibid at pp. 200.
Ibid at pp. 196.
Ibid at pp. 197.
Ibid at pp. 198.
Ibid at pp. 200.
Ibid at pp. 200-205.
Smith, David J, Latvia--a work in progress? : 100 years of state- and nation-building.
(Stuttgart: Ibidem-Verlag, 2017)
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completely redirected the Latvian economy towards the planned Soviet
market; approximately 50% of Latvia’s GDP consisted of imports and
exports to other Soviet Republics.22
Industrialisation was restarted without attention to sustainability
and self-sufficiency.23 While the resuscitated industries were largely
built on the previous foundations, focus shifted from consumer
goods to the manufacture of means of production and military
goods.24 In the 1960s, several chemical plants were created to
produce plastics, fibres and other reagents.25 Significant investment
into industry stopped in the same decade, alongside a slowdown
of the Soviet economy and several policy shifts.26 A general USSRwide market concentration on quantity rather than quality did not
reward innovation and inhibited technological growth.27 By 1985, the
Soviet stamp of quality was assigned to almost 60% of the products
manufactured in Latvia, but only a tenth of those products fit world
quality standards.28 The items fitting global quality standards
encompassed the industrial strengths of interwar Latvia.
Major emphasis was placed on collective agricultural efforts
in regional areas of Latvia. The previously independent land was
collectivised into state run farms.29 However, a lack of administrative
subsidiarity prevented the Latvian Soviet Socialist Republic from
effectively managing the resources at their disposal.30 The farms were
thus often not optimised, lacking the necessary equipment, expertise

22
23

24

25
26
27
28

29
30

Juris Dreifelds
Modris Šmulders, Who Owes Whom: Mutual Economic Accounts Between Latvia and the
USSR, 1940–1999, (Riga: 1990)
Juris Dreifelds, Latvia in Transition, (Cambridge: Cambridge University Press, 1996)
pp. 80–110.
Ibid
Ibid
Bleiere et al, supra note 5 at pp. 382.
Aleksandrs Drīzulis (Ed), Latvijas PSR vesture no vissenākajiem laikiem līdz mūsu dienām
[The History of the Soviet Republic of Latvia from the Oldest Times to the Present Day]
(Riga: „Zinātne”, 1986) pp. 346.
Bleiere et al, supra note 5 at pp. 391.
Ibid
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and labour.31 Small home plots were out-producing state run farms in
almost every type of food.32 During 50 years of occupation, potato
yields, for example, never reached their pre-war levels.33 As was
typical of states behind the Iron Curtain, the bulk of production after
regaining independence was redundant to the western market and
could not survive.34 Thus, as Latvia regained independence in 1991,
the agricultural and industrial implants of the Soviet Union largely
disappeared – many could not compete with the standards and prices of
the open market.

Latvia after the restoration of independence
The path of least resistance of the Latvian economy in the 1990s and
early 2000s has transitioned the state into a significantly service
based economy, taking advantages of its educated labour force
and low wages.35 The contribution of services has now grown to
approximately 70% of the national GDP.36 Commercial, transport
and logistics services make up the majority of the sector, utilising
Latvia’s position as a hub between the EU and CIS nations.37 However,
services make up only 30% of exports. In the past two decades,
transport service export has decreased by more than 20%, in favour of
telecommunications and IT services.38 Goods form the rest of exports,
31
32
33
34
35

36

37
38

Bleiere et al, supra note 5 at pp. 380–390.
Bleiere et al, supra note 5 at pp. 380–390.
Ibid
Ibid
Watkins, Alfred and Agapitova, Natalia, ‘Creating a 21st Century National Innovation
System for a 21st Century Latvian Economy’ (November 10, 2004). World Bank Policy
Research Working Paper No. 3457, pp. 10-20.
Economic Development of Latvia Report 2016, (Ministry of Economics of the Republic of
Latvia, 2017) [report]. Available at: https://www.em.gov.lv/files/tautsaimniecibas_attistiba/
zin/2016_jun_eng.pdf [Accessed 12 December 2017]
Ibid
Linda Vegaile, Pakalpojumu eksporta nozīme Latvijas ekonomikā [The Significance of Service
Exports in the Latvian Economy] [article]. Available at (https://www.makroekonomika.lv/
pakalpojumu-eksporta-nozime-latvijas-ekonomika). [Accessed 12 December 2017]
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with two-thirds aggregated from agriculture and food products,
timber and wood products, machinery and electrical equipment,
chemicals and pharmaceuticals industries.39 From 1991, Latvia has
leaped from the 53rd to the 32nd most complex economy in the world,
with positive forecasts.40 Its comparative advantages are reflected
in its export goods, with a particular focus per capita on timber and
sawn woods, grains, medicaments and various telecommunications
and broadcasting equipment.41 These advantages are a source for
a constant growth of innovation in the economy. For example, the
amount of high-technology exports has grown from approximately 5
to 14% in the last twenty years.42
Latvia’s largest trading partners are its neighbours Estonia
and Lithuania, but it has harnessed its historic trade relationships
with Russia, Germany, Sweden, Poland, Denmark and the United
Kingdom, all shifting between 8–5% of total export destinations.43
The latter are also the primary sources of FDI into Latvia, with
Sweden, Russia and Cyprus responsible for approximately 35% of
the total and the rest of Latvia’s main trading partners responsible
for less than 7% each. A quarter of FDI goes toward financial and
insurance activities, and between 12–15% go toward wholesale
retail, real estate and manufacturing each.44 The state continues
to diversify, consistently increasing trade relations with other
countries via various milestones.45 For example, the government
39
40

41
42

43
44
45

Supra note 27
AJG Simoes, CA Hidalgo. The Economic Complexity Observatory: An Analytical Tool for
Understanding the Dynamics of Economic Development. Workshops at the Twenty-Fifth
AAAI Conference on Artificial Intelligence. [resource]. Available at: https://atlas.media.mit.
edu/en/rankings/country/eci/?year_range=2011-2016 [Accessed 8 January 2018]
Ibid
The World Bank, High-technology exports (% of manufactured exports), [dataset]. Available at
(https://data.worldbank.org/indicator/TX.VAL.TECH.MF.ZS?end=2016&locations=LV&name_
desc=false&start=1994&view=chart). [Accessed 12 December 2017]
Supra note 31
Ibid
Foreign Direct Investment, (Investment and Development Agency of Latvia) [resource].
Available at: http://www.liaa.gov.lv/en/invest-latvia/investor-business-guide/foreign-directinvestment [Accessed 8 January 2018]
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has endeavoured to rank higher on the index of economic freedom,
where it has virtuously climbed from rank 39 th to 20 th in the
world.46
Latvia is also experiencing significant decreases in labour. Since
1995, the population has decreased by more than 500 thousand people,
leaving the current population at 1.95 million.47 Emigration trends
are high and are placing additional pressure on the labour system,
with even higher reason to worry in the long-term, as death rates are
exceeding birth rates.48 It is expected that by 2022, the population
of Latvia will decrease by 54 thousand people.49 Almost half of the
population lives in Riga.50

Inferences for modernity
Several economic trends are highlighted from the nation’s history.
First of all, Latvia has always been partly dependent on the timber
and wood industries as a safety net. This has been particularly notable
after times of turmoil, when the instinctive reaction has been to return
to the enterprise. Latvia began the 20th century as a leading timber
exporter, and it has enrooted the specialty even in light of much
higher market accessibility in the 21st century. Agriculture has played
a similar role, and, given the dynastic experience of many Latvian
families with farming even prior to independence, a specialisation has
46

47

48
49

50

Miles, M.A., Holmes, K.R. & O’Grady, M.A., Index Of Economic Freedom [resource]
(Washington, DC and New York: The Heritage Foundation and Dow Jones & Company,
Inc.) Available at: https://www.heritage.org/index/country/latvia. [Accessed 8 January 2018]
Statistics in Brief, [report] (Central Statistical Bureau of Latvia, 2017). Available at: http://
www.csb.gov.lv/sites/default/files/nr_04_latvia_statistics_in_brief_2017_17_00_en.pdf.
[Accessed 8 January 2018]
Ibid
Domnīca Certus, Latvija 2022 Globālie satricinājumi Latvijas izaicinājuni. Politikas pārskats
4/2017 [Latvia 2022 Global shocks and Latvia’s challenges. A Political Overview 4/2017]
[report], (Riga, Domnīca Certus 2017). Available at: http://certusdomnica.lv/wp-content/
uploads/2017/12/web_CertusZinojums_2017_Latvija2022_IzaicinajumiUnIespejas_LV-2.pdf.
Accessed on 9 January, 2018.
Ibid
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developed in the area. It could also be possible to claim an indicative
tracing of industrial specialisation in telecommunications and various
electronic goods through the presence of similar traditions during every
investigated time period.
Second, Latvia has played an important role as a hub between
Eastern and Western Europe. While this began with the naturally
advantageous ports and a conglomeration of German and Russian
rule in the territory, it developed into a long-standing tradition. In
modern Latvia, the transport and logistics role, which continues to
play an important role, has been supplemented by a financial services
market oriented towards Russia. This is evident from the high amount
of Russian FDI in the sector. It bears noting that German presence
has largely dissipated from the region, though the two nations remain
strong trade partners.
Third, the Latvian economy has always been susceptible to
demographic shifts. Historically, it has often had its labour force
inflated, leading to shocks of different levels upon their displacement
and influx. It is still up for debate whether the Latvian economy has ever
reached its optimal level of population, given that every few decades in
the past century has seen relatively major shifts without natural causes.
Concurrently, a notable trend towards urbanisation can be observed
in Latvia, with generally half of the population living in Riga at all
times. The current rate of emigration may lead to a more appropriate
population level, in line with Latvia’s independent status in the global
free market.
It could further be ventured that the Latvian economy has been
highly adaptable, perhaps more out of necessity than voluntary
diversification. For the majority of Latvian history, diversification has
been labour intensive, rather than financially or technically intensive.51
This manifests in a wide variety of different industries that have
appeared in the past hundred years, particularly in timber, foodstuffs
and chemical technologies. However, the trend of adapting to the
51

Supra note 27
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economic foci of hegemons may have lessened the will to invest in
Latvia’s own innovative enterprises.52
While the economy may be generally risk-averse, there are
growing exceptions to the rule. Fields where Latvia has had a historic
focus are also among the main promoters of innovation in the
economy. Already from the early 1900s, the State has maintained a
focus on electronics, telecommunications and chemical production.
These industries have been rejuvenated after both World Wars
and have thrived since their inception, even during the last Soviet
Occupation. In the past twenty years, they have been responsible
for some of the highest shifts from labour intensive to technology
intensive exports. Their growth continues as they branch into smaller
niche technological markets and specialties for Latvia. It is likely
that this infrastructure will play an important part in redeeming
innovation-based spending and place the nation into the tracks of a
knowledge-based economy.
With the aforementioned deductions, a silhouette can be
drawn of Latvia’s place in the global economy and the path taken
to get there. Through a multitude of obstacles and catastrophes,
which have halved the nation’s population as much as its GDP and
industries, Latvia has ventured towards becoming an important
cornerstone of the European economy. Its role as a bridge between
the East and West has only been increasing over time. It has
developed a reliable set of trade partners over the past century
that has largely remained unchanged before and after wars and
occupations alike. These are relationships Latvia must continue to
nurture, as their economies continue to find stable mutual benefit.
Furthermore, alongside its boutique financial services are a hidden
trove of emerging industrial market specialisations that may
significantly increase the comparative advantage Latvia has even
further, if properly supported.
52

Morten Hansen, Lack of ambition or lack of capability: The sorry state of R&D spending in
Latvia, [article] (Ir, 2014). Available at: https://irir.lv/2014/08/08/lack-of-ambition-or-lackof-capability-the-sorry-state-of-r-d-spending-in-latvia. Accessed on 9 January, 2018.
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The past hundred years have proven Latvia a sturdy survivor,
capable of thriving in the face of severe hurdles. As Latvia continues
enjoying the longest period of independence and peace in its long
history, it has important decisions to make concerning future economic
directions and foci. Regardless of the direction it takes, Latvia should
keep in mind the strengths and weaknesses revealed to it by hindsight.
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Playing Big Through
Cultural Diplomacy –
Case of Latvia
IMANTS FREDERIKS OZOLS

Introduction
The resource of having larger impact in global politics than their natural
resources, military and economic footprint is not reserved only to the
wealthy and mighty. The so-called soft power and cultural diplomacy
as some of its principal manifestations are among the options for small
countries like Latvia to have their say in world politics and help mitigate
challenges emerging in international relations.
The present article addresses the issue of cultural diplomacy as one
of the most effective resources of power, which can be used by small and
big countries in order to have a say in the complex world of state and
non-state actors. The article will outline some of the aspects defining
the scope of the term as well as provide an illustrative example of the
steps Latvia has undertaken in this regard (since 1991) for the benefit of
its image and negotiating power in both the regional and international
arenas.

Can Latvia become a great power of cultural diplomacy?
The simple answer is ‘yes’. But before addressing the case of Latvia and
illustrating how a number of different activities in the area of cultural
diplomacy were employed to promote the country and address areas
of common or country-specific interests, a brief detour is helpful to
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establish what in fact ‘cultural diplomacy’ is and what patterns of
it could be envisaged. By the broadest definition possible, cultural
diplomacy is a variety of measures in the areas of culture relations,
language, education and expertise that are implemented or supervised
by a state-actor for the benefits of the respective country, its image and
international standing.
There is a debate on distinguishing between cultural diplomacy and
cultural relations. Tim Rivera has observed that ‘it is the introduction of
government, national interest and support of policy which makes such
exchange cultural diplomacy’1. On the other hand, certain allowance
has to be made for the structural difference between small state actors
and large (and medium-sized) ones. In the case of small countries (and
small powers, which is not always the same, see above), a view should be
included to allow for account of the various activities that directly play
into the hands of the state actor and the state as a crucial supporter of
them. This includes any ‘exchange of ideas, information, art and other
aspects of culture among nations and their peoples in order to foster
mutual understanding’2.
Certain activities that amount to cultural diplomacy can be grouped
in a finite number of broader categories in order to better exemplify
their role and influence. Grouping is helpful to see the pattern of
cultural diplomacy beyond the variety of activities that receive state
support (as was explained earlier, this can be either financial or other
support that facilitates the execution of the activity and multiplies its
impact, e.g. its media reach). The most basic grouping can be made
under three categories in random order:
• establishing links that foster relations between states and certain
institutions, including through interpersonal links;
1

2

Rivera T. Distinguishing Cultural Relations from Cultural Diplomacy: The British Council’s
Relationship With Her Majesty’s Government.-Los Angeles, Figueroa Press, 2015. p.11.
Cummings, Milton. 2003. Cultural Diplomacy and the United States Government: A Survey.
A Report by the Center for Arts and Culture, Washington, D.C. available from: https://www.
americansforthearts.org/by-program/reports-and-data/legislation-policy/naappd/culturaldiplomacy-and-the-united-states-government-a-survey
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• establishing a platform for future cooperation and/or activities.
In contrast to establishing links, this category implies a larger
(‘bulk’) activity that is less dependent on individuals on the
respective sides but rather is dependent on a commitment where
one party maintains the platform and the other accepts these
activities and platforms;
• projecting a certain image, especially but not exclusively, for
the benefit of facilitating public diplomacy, advancing state
interests, attaining a certain image internationally and facilitating
diplomatic, intergovernmental and other activities.
In order to be successful in pursuing cultural diplomacy, a country
needs a set of resources that empowers their actions and allows them
to reach the hearts and minds of audiences across the world. This
includes the availability of financial resources that are at the disposal
of diplomacy and the willingness of the major stake-holders (including
governmental bodies, NGOs, various social groups and individuals)
to commit to such an ambition. Cooperation between countries
and the level of their intensive interactions are other additional
resources. Cultural diplomacy is not restricted to the bilateral mode
of cooperation. It can also be imagined as a service rendered to or on
behalf of other states. In such a case, financial demands are partly or
entirely carried by the interested party (usually the medium or large
power), whereas the execution is left to the country willing to render
this service. For instance, there are institutions of higher education in
Latvia that already have the experience of receiving incoming students
on scholarships paid for by a third party state-actor. A number of
reasons can be imagined why such cooperation is of interest for donor
countries, including a lower cost of education and living in Latvia
or a formal diplomatic stand-off between the country granting the
scholarship and the students receiving it.
Accounting for its size, Latvia has been using different ways to
advance its ‘footprint’ internationally through the means of cultural
diplomacy as part of the public diplomacy exercised by the Ministry of
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Foreign Affairs, the Ministry of Culture, the Chancery of the President
of Latvia, the Latvian Institute and others. At the same time, as it will be
explained and illustrated further, there are various examples of cultural
diplomacy that have been exercised by non-state actors under tacit
control or encouragement from the state for the benefit of advancing its
interests.
Often, these could be considered to be cultural relations rather
than diplomacy, but this is only at their face value because there is
definite involvement of the state. Sometimes the state is a source of
money, sometimes it provides support as a facilitator and negotiator
between the interested counterparts in the respective countries, and
yet sometimes there is a mix of both or perhaps other ways of making
things come true. Thus, albeit sometimes without signs that easily give
it away, we can still speak of cultural diplomacy here. Indeed, there are
plenty of instances of the state vesting authority or giving credibility
to actions that foster the spread of culture or the representation of
Latvia and its national culture through the presence of the heads of
diplomatic missions or government representatives. Moreover, such a
presence of diplomats or other officials is very often reciprocated by
the presence of another country’s officials for the sheer principle of
parity or extending hospitality and friendliness. This also raises the
profile of the event and promotes the related spread of the news and
media impact in general.
This should not be viewed as merely coincidental or rebuffed as nonimportant. Rather this is one of the patterns that small countries follow,
either deliberately or through other rationale. And it has proved to work
for the benefit of the prestige and influence of the country. And it has its
‘hard’ political dividends when the country is advocating for a cause or
attempts to garner support for a certain motion for the sake of its direct
or indirect (e.g. a motion proposed by others) interests.
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Cultural diplomacy – the Latvian way
In order to illustrate Latvia’s performance in cultural diplomacy,
the previously mentioned three groups of categories will be used
as a reference point. In terms of establishing links and relations
(especially interpersonal and inter-institutional), which consist of
diverse networks of contacts (formalised and non-formalised), we
will look at the institution of honorary consuls. From the very dawn
of its newest independence, Latvia has developed a broad network of
honorary consuls. Working on a tight budget, which was even virtually
non-existent during the first years of the regained independence,
the Ministry of Foreign Affairs of Latvia has been heavily relying
on its honorary consuls. Although mostly without the effective
powers of diplomatic outposts and not providing consular services
per se, honorary consuls have been helpful in reaching out to official
institutions and providing certain semi-official communication
where that has been necessary. This has even applied in cases like the
one described by the Latvian media where citizens of Latvia had been
imprisoned for crimes of drug trafficking. In the given example in Peru,
the honorary consul confirmed the identity of the journalist to the
prison officials3 in order to obtain the permission to enter the premises
to interview the detainees.
Latvia has more than 170 honorary consuls in 52 different states of
the world. Sporadic evidence suggests that people of some private wealth
and good connections in business circles are clearly preferred for the
role.
Latvia has a number of honorary consuls in the USA. Their 2014
annual meeting in Washington, D.C. coincided with the opening
of the ‘Riga and World Cities. Live Paintings. Naumovs. Zarins’
art exhibition, which itself was one of a series of events dedicated to
Riga being a European Capital of Culture in 2014. In the framework
3

Spriņģe, Inga; Krenberga, Odita. Stāsts par latviešu narkokurjeriem Peru cietumos. Speciāli
‘Nekā personīga’/TVNET. – 2013.gada 12.aprīlis 00:04 aplūkots: http://www.tvnet.lv/zinas/
viedokli/459920-stasts_par_latviesu_narkokurjeriem_peru_cietumos 2017.gada 5. decembris
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of ‘Riga 2014’, the honorary consul of Latvia in Lvyv (Ukraine)
Volodymyr Hartsula opened an exhibition called ‘Latvian Dreams
and Latvian Myths’ financed by the Ministry of Foreign Affairs and
the Latvian Embassy to Ukraine.4 Likewise, the honorary consul
of Latvia in British Columbia (Canada) Mr Ēriks Savičs opened a
sculpture exhibition in Vancouver called ‘Shapes of Riga’.5 Meanwhile
in Toronto (Canada), the honorary consul of Latvia in the Ontario
province opened an exhibition of amber6, and the list goes on. There
is even an example of an honorary consul founding and managing a
Latvian cultural society. This took place in Tbilisi during the many
years of service of Mrs Regīna Jakobidze as an honorary consul of
Latvia to Georgia. 7
As another example, the Ministry of Foreign Affairs notes in the
respective chapter on the cooperation in culture and science with
Hungary that a Latvian translation of the book by a famous Hungarian
writer Magda Szabo ‘Night of the Pig-Killing’ (‘Cūku bēres’ in Latvian)
was published in 2015. The book translation in Latvian has been
promoted by the Hungarian Embassy in Latvia as well, and it was a
hallmark event during the Days of Hungary. The Latvian translator Mrs
Elga Sakse has been awarded a medal from the government of Hungary
in 1993 and a golden medal from the Hungarian president in 19978. This
is just a small example of a way that largely person-dominated links
are being established with the help and for the benefit of the culture
diplomacy between states and a number of state-related and non-state
actors of the respective parties.
In contrast to the previous category, establishing a platform
(for furthering relations and cooperation in different areas) implies
4

5
6

7

8

Ļvivā atklāta izstāde ‘Latviešu sapņi’ available from: http://www.la.lv/izstade-latviesu-sapniatklata-lviva/.
https://www.facebook.com/EmbassyOfLatviaInCanada/posts/792350804194492
http://riga2014.org/lat/news/17416-toronto-atklata-riga-2014-izstade-kas-dzintaram-velpadoma
Daukšte, Anita. Regīna Jakobidze: Latvieši ir savējie arī Gruzijā. Neatkarīgā Rīta Avīze. –
2014. g. 1. dec. available from: http://nra.lv/pasaule/129900-regina-jakobidze-latviesi-irsavejie-ari-gruzija.htm
http://www.makslinieki.lv/profile/274/
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the establishment of a separate ‘vehicle of cooperation’ that becomes
a base for a larger number of one-off or inter-related events. Perhaps
the most straight-forward example is the ‘Latvian Platform for
Development Cooperation’ (LAPAS). It would be, however, better to
consider this particular organisation as only one of the subheadings
within the much wider notion of development cooperation; this is
merely a physical representation of broader actions undertaken by the
Ministry of Foreign Affairs, the Chancery of the President and other
institutions fostering the cooperation between countries. Thereby,
the category of establishing a platform would cover a whole range of
actions taken within the framework of extending Latvian expertise
with Moldova, Georgia and Ukraine after the Rose Revolution in
Georgia (November 2003) and the Orange Revolution in Ukraine (late
2004 to January 2005).
In the framework of development cooperation, Latvia has pursued
projects that directly relate to cultural diplomacy. In 2006, several
projects were confirmed in the area of cultural diplomacy with Georgia,
e.g. experts of the National Film Centre of Latvia participated in
educating Georgian documentary film producers and fostered cultural
exchange between the two countries.9 In the prior year, the Ministry
of Culture of Latvia had invited experts from Georgia to help restore
Georgian films that perished during a fire that had destroyed the
archives of Georgia’s cinema in January of that same year. It turned
out that the National Cinema and Photo Archive of Latvia had 281
Georgian cinema films in its archive. To see if these films may be of use
in restoring the cinematic heritage of Georgia, the Georgian experts
were invited to Latvia. 10
Similarly, the category of establishing platforms also exists in the
fields of science and education. For example, with the support from
the respective ministries, Latvian universities have been advertising
their higher education opportunities in a number of countries,
9

10

Ministry of Foreign Affairs, bulletin on Cooperation Development. Available from: http://
www.mfa.gov.lv/data/file/AttistibasSadarbiba/info_nr_iv.pdf ’
https://www.vestnesis.lv/ta/id/101921
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including but not limited to the former countries of the USSR, e.g.
Uzbekistan, Azerbaijan, Kazakhstan, etc. A number of scholarships
have also been available for studies in Latvian universities or
dedicated summer/spring sessions (including at least one instance
when scholarships for students from Caucasus and Central Asian
countries were funded by the USA). Examples include Riga Summer
School (organised by the University of Latvia in cooperation with,
i.a. The State Education Development Agency) and Spring School EU
studies in Riga (organised by the University of Latvia with the support
of the Ministry of Foreign Affairs of Latvia) aimed at educating
students from Ukraine.
But it is in the third category – projecting a certain image –
that Latvia has somewhat excelled. And it would be unfair to
consider that image projection is merely marketing of the country.
In fact, it is a valuable tool to enhance the international standing
of the country and to internationally achieve a certain weight for
the motions proposed by Latvia, sometimes in spite of the actual
level of its economic or political development and consequently its
international influence.
In order to recognise projecting an image as a deliberate vehicle
of cultural diplomacy, a rather inclusive approach to the term has
to be employed. In the case of Latvia, however unexpected it may
seem for a small country, it is an attempt (much in accordance
with Milton Cummings’s understanding of culture diplomacy)
of a nation to concentrate its efforts on ‘promoting its language,
explaining its policies and point of view, or “telling its story” to rest
of the world’11.
This category entails a variety of successfully executed undertakings
from the early 1990s. The success here does not imply (but also does not
exclude) success in terms of scoring particular goals and reaping shortterm pay-offs, i.e. certain levels of influence. Instead, it simply points
to the fact of a number of instances that can be identified as deliberate
11

Cummings, Milton C. Cultural Diplomacy and the United States Government: A Survey.–
Washington, DC: Centre for Arts and Culture, 2003. p.1.
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attempts to project a certain image to attain a certain international
standing.
Two aspects seem especially prominent in this regard. The first
is communicating the image of a country with considerable history,
especially European history, and a country partaking in the common
European heritage. The other is communicating the uniqueness
of the local culture, especially Latvian culture. This often happens
at the expense of other cultures that have become part of the local
social fabric, such as the culture of the historic Livonians or Livs
(virtually extinct through Finno-Ugric ethnic assimilation, though
they had a vibrant culture in the coastal areas and along main
waterways in the past) and the local Polish, Lithuanian and Russian
cultures.
Perhaps in slight divergence from concentrating on the Latvian
culture in a later time, more attention is being given to references
of local representatives of the Balto-German (extinct) and Jewish12
communities who have achieved international recognition and
prominence. For example, Riga (and by extension Latvia) has also been
presented as the birthplace of Sir Isaiah Berlin (who moved to then
Petrograd at the age of 6), and certain events have been held to highlight
this historic fact. In June 2017, a lecture and discussion were organised
at the Embassy of Latvia to the United Kingdom in commemoration of
the birth of the distinguished philosopher. This event was organised as
part of the centenary celebrations of the Republic of Latvia13.
Riga, Daugavpils (known also by the name of Dvinsk before 1920)
and Liepāja were large and important cities of the Russian Empire
at the end of the 19th and the beginning of the 20th century. These
cities had large Balto-German and Jewish communities and were the
12

13

Mainly in reference to the community of Jews as it was before WWII and even before WWI;
most of the present day Jewish community consists of later migrants who came from other
parts of the Soviet Union
Jesajas Berlina jubileju atzīmē arī Londonā (The Jubilee of Isaiah Berlin is Being
Commemorated in London). The Foreign Service for the centenary of Latvia. 5-Jun-2017
available from: http://www.mfa.gov.lv/london/aktualitates/57099-jesajas-berlina-jubilejuatzime-ari-londona as of: 3-Jan-2018
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birthplace of a number of distinguished persons of that time. The
famous American artist Mark Rothko was born in Daugavpils and
spent his first childhood years there. The fact has been somewhat
widely communicated, and a museum (Mark Rothko Art Centre) has
been dedicated to him in the city of his birth. The fact of Rothko’s
birth in Daugavpils has been a popular trope in communicating
Latvia abroad. An illustrious example was the fact’s inclusion in the
events marking the 85th anniversary of Latvian independence in 2003,
which coincided with the 100th anniversary of Mark Rothko’s birth.
Dedicated events took place, i.a. at the Embassy of Latvia to the United
Kingdom14.
As comfortable grounds for communication, references to Mark
Rothko and Sir Isaiah Berlin have also been used by respectively the
US15 and UK Embassies in Latvia.
The most telling example of this communication was probably the
‘Born in Riga’ concerto event, which was organised in the framework
of the EU-wide project ‘The European Capital of Culture’ (known
locally as ‘Riga 2014’). The concert was aired in several other European
countries and was live on the French/German TV Channel ARTE.
The concert featured some ‘world-famous musicians who were born in
Latvia’16. From the very first years after regaining independence, the
determination to claim that Latvia is an intrinsic part of the common
European heritage and Western society in general culminated in 1997
when Latvia was included on the World Heritage List. The whole of the
Historic Centre of Riga was proclaimed a UNESCO World Heritage
Site, citing wooden buildings in neoclassical style and, especially,
Jugendstil (Art Nouveau) and admitting that ‘it is generally recognised
that Riga has the finest collection of art nouveau buildings in
14

15

16

Events planned for 2003. 02.12.2014 19:09 available from: http://www.mfa.gov.lv/en/london/
bilateral-relations/culture/events-planned-for-2003 as of 3-Jan-2018
U.S. Embassy Riga celebrates Riga Photomonth 2014. available from: https://lv.usembassy.
gov/pr_20140509/?_ga=2.133947278.1819637295.1514988409-1466696002.1514988409 as of:
3-Jan-2018
Concert ‘Born in Riga’. Office of the European Capital of Culture. Riga 2014 available from:
http://riga2014.org/eng/news/45806-concert-born-in-riga as of: 3-Jan-2018
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Europe’17. The fact that 46 new sites were added on the same occasion
and that some cautionary remarks were made by UNESCO18 did not
lessen the euphoria. Moreover, it has become one of the founding
blocks in communication about Latvia as a state and Riga as its
capital.
The abovementioned resources of cultural diplomacy, which have
accumulated since the restoration of Latvia’s independence, were also
utilised during the Latvian Presidency of the Council of the European
Union. Under the supervision of the Secretariat, a wide cultural
programme was offered in many EU member states, thus projecting
the country’s image and interests, which are deeply rooted in European
values.

Conclusion
Admittedly, from the very first years of the regained independence
in 1991, the cultural diplomacy of Latvia has focused on projecting
a certain image internationally. This has been done for at least two
principal reasons. The first of them was a perceived necessity to
establish Latvia as an intrinsic part of Western civilisation and as a
missing link in European heritage that was held back because of the
forceful occupation by the Soviet Union that lasted from 1945 to 1990.
Apparently, this approach has been met with sympathy and is shared
by the principal stake-holders. In coherence with that, both financial
means and political support for committing to major investments in the
area of cultural activities have been granted sufficiently, especially for
advertising national culture.
17

18

Historic Centre of Riga. United Nations Educational, Scientific and Cultural Organization
(UNESCO) available from: http://whc.unesco.org/en/list/852 as of 3-Jan-2018
e.g.: ‘The integrity of the site is challenged by the loss of original substance and authenticity
of the site attributes and the low-quality new developments in the Historic Centre of Riga
not respecting the scale, character and pattern of the historic environment.’ Historic Centre
of Riga. United Nations Educational, Scientific and Cultural Organization (UNESCO)
available from: http://whc.unesco.org/en/list/852 as of 3-Jan-2018
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The other reason has been the facilitation of international relations
through a certain image that is thus attained. This assumption is
coherent with the role that culture relations and culture events play in
public diplomacy.
Nevertheless, the concerned authorities of the Republic of Latvia
have been able to also use other kinds of cultural diplomacy from
the tripartite division as envisaged in this article: establishing links
(persona related and inter-personal communication), establishing
platforms (of which the so-called development cooperation and
exchange in the areas of education and public governance are the most
vivid examples) and projecting a certain image internationally for the
purpose of facilitating a national agenda.
Latvia has effectively used cultural diplomacy in order
to facilitate its agenda of joining virtually all major Western
institutions and being accepted as an equal and integral part of the
European heritage. Disregarding its small size and limited financial
and other resources, a variety of approaches have been employed,
and a wide potential for developing rich and varied projects in the
future has been demonstrated. This is an encouragement for small
countries to be big and have their own positive impact on the world
politics of today.
Throughout the last 100 years, in spite of difficult twists and turns
of its history, Latvia has been accumulating certain types of resources,
experience and competences that are only gradually being put into
use in the modern context. Latvia has humbly tried to position itself
throughout most of the years of the regained independence as a
transportation hub by the Baltic Sea. This is an extension of the reality
as was decided for Latvia in the second half of the 19th century. The fast
changing world of global information gateways, advanced science and
renewed geopolitical challenges may serve well in tacitly forcing Latvia
to capitalise on its strengths and put to use the potential of Latvia in
strengthening the cooperation of the Baltic and Nordic region with
the countries of Central Asia. Not only has the distribution network
through the port of Riga of non-military cargoes to the unlikely
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destination of war-torn Afghanistan19 proved its high potential, but
there is much more Latvia can do in this and other directions in the
geographically vast and strategically important region of Central
Asia. This can be advanced with the help of cultural diplomacy and by
facilitating exchange in the areas of science, education, cultural relations
and, perhaps most importantly, the communication of European values
to the existing and prospective partners of the European Union.

19

Ozoliņa, Ž; Rostoks, T. The Identity of Latvia’s Foreign Policy. Rozenvalds J., Zobena A. (eds)
Multiple and Changing Latvian Identitities. University of Latvia Press. p. 115.
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Latvia: Who cares?
A Foreign-born Latvian’s
Search for Relevance
INĀRA KLAIŠE

I spent the better part of last summer trying to convince my
graduate dissertation advisor that Latvia is important and that
the issues it’s facing are relevant, to not only its people but to the
world. And while I managed to throw together a convoluted and
inflated argument on the importance of Latvia’s demographic
decline and its potential future implications for the rest of Europe, I
couldn’t shake the feeling that I hadn’t really found an answer. Why
is Latvia important? Why should anyone care about its misfortunes,
achievements, history and most notably, its future?
Now that I am faced with the daunting and somewhat enigmatic
task of writing something about Latvia for its centenary, I ask myself
the same question. Why should anyone care about Latvia? My
immediate response is to praise and glorify Latvia for its exquisite
nature, unparalleled culture and proud and resilient people who
fought bravely for independence. But this answer stems from many
years spent at Latvian Saturday school where Latvia was presented to
me as a magical land filled with singing young men, blooming young
women, flags waving patriotically to the sound of choir music and
bacon filled bread buns. And while this image ultimately contributed
to my continued effort to assert my Latvian identity, improve my
Latvian language and even choose to visit and temporarily move to
Latvia, it also leaves me unsatisfied. Yes these facts are true, but they
only provide a naïve and diluted image of my fatherland, one that I
am now trying to deconstruct and better understand.
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Luckily, I have recently been thrown into the deep-end when it
comes to learning about Latvia and my job now includes putting
together a daily press summary for my colleagues covering all of the
latest Latvian news, particularly on domestic politics, economics,
the EU and international relations. This in no way makes me
an expert on Latvia, but at least I have a little more insight into
the current goings on in this country than I ever had growing
up in Canada. Here are some of the major issues I consider to be
important:
• Latvians have little faith in their politicians and government.
• Demographic decline poses serious consequences for Latvia’s
future, and labour supply shortages are already affecting the
economy.
• The government is struggling to convince its citizens to accept
refugees, and much of the public still does not agree with many
progressive EU directives on equality, especially with regards
to gender and sexuality.
• All of these issues are compounded by the fact that many
Latvians find it very difficult to survive with the current wages
and lack of access to health care and social services in many
parts of the country.
Such a summary may be disconcerting, but I offer it only as an
exercise to be critical of ourselves and our country and to motivate
us to try to improve it. I don’t intend to paint a negative picture
of Latvia but rather a realistic one where the struggles of many of
our citizens are not overshadowed by centenary celebrations and
dogmatic (unyielding?) patriotism.
It is also pointless to only focus on the negative issues. I have
also found countless reasons to be proud and hopeful about Latvia’s
future. We were the 12th country in the world to give women the
vote. The government and much of the public support increased
cooperation and unity among EU states. Our small population is
also our strength in that it helps to classify us as one of the greenest
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countries in the world. Further, there is much more opportunity for
entrepreneurs and individuals to grow and succeed due to a smaller
and more agile economy; our economy was one of the strongest
to come out of the 2008 financial crisis. While I acknowledge that
many of these points have numerous counter arguments, they
nonetheless reflect our resilience and ability to create a better future
for our country.
Getting to know Latvia on a more personal level has been
equally revealing, and there are some experiences that have
undoubtedly changed my former assumptions about Latvia and
what it means to be Latvian. My Latvian language is different to the
native language here, and I am reminded of this fact every time I
enter a cafe and my Latvian coffee request is answered in English
or every time I am corrected for a minor mistake when speaking
Latvian. I have learned to welcome these corrections and to assert
myself in Latvian, and yet every time I feel a tiny creeping doubt
that I don’t belong here in a way that others do. I feel a slight culture
shock every time a man insists on pouring my drink, when people
applaud when my flight lands in Riga and when I don’t recognise a
famous Latvian movie title or pop song. What’s most surprising is
now hearing English words being used as Latvian words, something
I was scolded for doing as a child (some of the best examples include
komfortabls, konsekvences, tenisa korti, šovs). I have become
increasingly aware of my Canadian-ness, particularly now that I
get introduced as a Canadian-Latvian. And yet, I am convinced
that these instances are not evidence of an identity zero-sum game
and rather an opportunity to welcome change and diversity. That’s
why my biggest hope for Latvia on its centenary is for it and its
people to continue to welcome and embolden all those who also
seek to be part of Latvia’s future. Latvia has a lot to offer not only
to its citizens but also to its residents and others who do or who
eventually might want to be Latvian. My personal experience has
shown me that being Latvian isn’t and should not be based on where

Europe After 100 Before iekslapas.indd 227

12. april 2018 10.17

228

EUROPE. AFTER 100 BEFORE

you live, on which passport you hold or on the language you speak
daily but rather on what this country means to you and what you
mean to contribute to it.
Being Canadian definitely has its perks, and people are often
shocked and confused to hear that I moved away, but being Latvian
has also equally shaped me in a positive way. Latvia was the country
from which I first learned that a woman could be elected as a head
of state. It was through studying WWII simultaneously in Latvian
school and in high school where I learned the entirely subjective
nature of history. The love and respect that Latvians have for
their culture of song and verse gave me the confidence to speak in
public, to perform and to appreciate the power of speech. And most
importantly, being Latvian in Canada gave me a sense of community
and belonging to a family much larger than my biological one. While
having to confront the fact that in Latvia I am not considered to be
the same as those who grew up here, I am no longer confused or putoff by such a classification and have accepted it as a reality, with its
own pros and cons. My feeling of not belonging can be balanced by
my ability to adapt and acknowledge all of the good that this identity
has given me.
So why is Latvia important? After months of struggling with this
initial question, I have rather unwillingly given up on answering it
and arguing that the world should care about its future (other than
for the universal and widely applicable arguments for maintaining
global diversity and state sovereignty). You would honestly be hardpressed to find someone in the world who has never been to Latvia
or never known a Latvian to personally care about our country’s
future. Every country has its own unique cultural heritage, history,
beauty and shortcomings, and it is fruitless to argue that we hold
some sort of inherent value over others. Instead, what I can offer is
an opinion on why we, as Latvians, should care about its future. It is
still a home and a community to me and to 1.9 million other people.
And it is a country filled with people who are trying to improve the
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lives of their families and fellow citizens and to contribute positively
to the world. We should care about Latvia for these reasons alone.
The culture, environment and language are all very much worth
preserving, but only because they offer a sense of belonging and
togetherness to Latvia’s citizens, inhabitants and many others.
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Turning the Page –
The Next Generation
LĪNA PUTENE, JĒKABS ŠČIPČINSKIS

First, we should start with the present. Since regaining its
independence in 1991 from the USSR, Latvia has been an
independent country for 27 years now. In these 27 years, a new
generation has grown up, including us. Most of this generation does
not remember the fight for independence from the Soviet Union,
because they were still in the crib at that point, if born at all. The
only way we know about life before the 90s is from the stories of
our parents or history books. That gives us a completely different
perspective on Latvia today and in the future, since we have only
seen it as a free and democratic country. We were also born into a
free market economy, although one that just had reappeared after 50
years of communism. We don’t expect the government to take care
of the whole economy but rather trust the free market to give us
what we need. We also were born after the fall of the Iron Curtain;
we could freely travel the world, if we wished so. After Latvia had
joined the EU, we could even do it without passports, something that
would have been unimaginable a generation ago. All of these factors
have given the new generation that has grown up after the fall of the
Soviet Union a different view of what Latvia is and what it should be,
as well as different political views from the general population. We
are more liberal than the generations before us, although the overall
population of Latvia is still deeply conservative, even if they do not
view themselves as such.1
1

Kaktiņš, A. (2012). The Popularity of Conservative Ideas in the Population. SKDS. Available
at: http://www.domā.lv/tl_files/dokumenti/events/2012-10-12/Arnis_Kaktins_20121012.pdf
[Accessed 20 December 2017]
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The most important events for Latvia after it had regained its
independence were its accession to the European Union and NATO,
events that both took place in 2004. Membership in both of these
organisations secured Latvia’s position as a democratic country
that is oriented to the west and gave us some peace of mind about
the powerful neighbour to the east – Russia. However, although the
European Union in general has been viewed as a positive force for
the wellbeing of Latvia, there are some problems that have come
with it.
The main one would be the huge emigration that Latvia has seen
after it has become an independent country. In 1991 Latvia had a
population of around 2.65 million people, which has dwindled to
1.96 million in 2017. 2 This drop started just after the borders were
opened in 1991. After Latvia joined the European Union’s Schengen
zone and the common labour market that came with it, this
emigration was accelerated by mostly young people seeking better
paid jobs and higher living standards abroad, especially after the
2008 economic crisis3 that hit Latvia quite hard. Most of these people
were judged by those who stayed behind for not fighting as it was
when Latvians gained and regained independence. But the problem
was the lack of opportunities for adults to take care of their own
families and for younger people to build their own. This migration
to the west has left a noticeable impact on the general population
of Latvia. It is the most visible in the less developed countryside,
where small towns and villages are being slowly emptied of working
age people, who move to either Riga, the capital of Latvia, or go to
Riga international airport, where they board planes to fly to other
European countries with higher minimum wages and better social
guarantees.
2

3

Data from the World Bank. Available at: https://data.worldbank.org/indicator/SP.POP.
TOTL?end=2016&locations=LV&start=1960&view=chart [Accessed 20 December 2017]
Dombrovskis, V. (2008). “Nothing Special” : The Economic Crisis in Latvia. Providus.
Available at: http://providus.lv/en/article/nothing-special-the-economic-crisis-in-latvia
[Accessed 22 December 2017]
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Latvia’s current political elite prefers to refer to the future difficulties
that will face the country as ‘challenges’. The younger generation is a bit
less politically correct in this regard; we just call them problems, since
most of them affect us more directly and force us to make difficult
decisions when choosing how and where to spend our future lives. It’s
not a great challenge we want to overcome to make us feel better when
compared to other nations and people, knowing that we can do more
than them. It is just the tough reality we have to face every day of our
lives. One problem, as we see it, was already mentioned in the last
paragraph. The shrinking population of Latvia has a multitude of effects
on our lives. This starts with the fact that most of us have to choose
whether we should stay in Latvia or emigrate to the United Kingdom,
Germany, France or even to the United States for education and
work. Both of us have made a deliberate decision not to go and study
abroad, but most of our classmates have decided to venture outside of
Latvia for their higher education, and most of them, after finishing
their studies, plan to stay in their respective new homes and start their
adult lives there. This brain-drain and the exodus of the workforce
will make the future development of Latvia’s economy considerably
more tricky, as well as complicating the already falling social security
system. The current pension system is run by the taxes taken from the
current working population, but, with the workforce shrinking and the
proportion of pensioners to the overall population rising, the current
system looks less and less sustainable and trustworthy. There are few
good fixes for this problem – raising taxes to make up for the smaller
tax paying population will only aggravate economic emigration and
make even more people consider just not paying them all together by
joining the ‘shadow economy’ of Latvia, which already accounted for
about 20% of the country’s GDP in 2016.4
The rising spending on health and social support is not the only
area that demands more budget resources. Russia’s aggressive foreign
4

Putnins, T.J., Sauka, A. (2017). Shadow Economic Index in the Baltic Countries 2009-2016.
Stockholm School of Economics. Available at: https://www.sseriga.edu/download.php?file=/
files/news/arnissauka.pdf [Accessed 29 December 2017]
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policy has sparked a rearmament of Europe5, with Latvia being on the
forefront. Latvia has one of the fastest rising defence budgets in the
whole world6, reaching 1.7% of GDP in 2017 and, for the first time in
its history, the set NATO goal of 2% of GDP for 2018.7 Membership
in NATO provides some of the much-needed security in this new and
unstable political situation in the world, but the principle source of
security is still the national armed forces. However, the shrinking and
aging population will also complicate the effective development of this
sector too, with the current professional armed forces having a harder
time finding new recruits and having a large enough trained reserve
for proper defence of the country. Some in the security field are even
considering bringing back compulsory military service, which has been
already reinstated to different degrees in both of the neighbouring Baltic
countries, to prepare a sufficient number of trained reservists in case of
a military conflict on the eastern border. However, there is a risk that
such an approach might motivate even more young people to leave the
country in order to dodge the draft.
Another major source of future ‘challenges’ will be the huge
difference in the economic and demographic development between
Latvia’s rural countryside and the agglomeration of economic activity
around the country’s capital - Riga. The capital’s municipality already
has almost twice the GDP per capita, in purchasing power parity
(PPP), as the rest of the country and almost four times that of the
poorest region of Latvia – Latgale.8 It also produces more than half
of the national GDP. Riga and its planning region, which includes
5

6

7

8

Stockholm International Peace Research Institute. (2017) World military spending: Increases
in the USA and Europe, decreases in oil-exporting countries. Available at: https://www.sipri.
org/media/press-release/2017/world-military-spending-increases-usa-and-europe [Accessed
29 December 2017]
Sargs.lv (2017). Latvian defence budget on of the fastest growing in the world. Available at: http://
www.sargs.lv/Zinas/Military_News/2016/12/14-01.aspx#lastcomment [Accessed 2 January 2018]
Ministry of Defence of the Republic of Latvia (2017). Latvia’s defence spending reaches 2%
of GDP for the first time in its history. Available at: http://www.mod.gov.lv/en/Aktualitates/
Preses_pazinojumi/2017/11/23-02.aspx [Accessed 2 January 2018]
Certus Thinktank (2017). Latvia 2022. Global disruptions, Latvia’s challenges. Available at:
http://certusdomnica.lv/wp-content/uploads/2017/12/web_CertusZinojums_2017_Latvija2022_IzaicinajumiUnIespejas_LV-1.pdf [Accessed 5 January 2018]
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the closest municipalities, is also the only place in Latvia where the
number of inhabitants has been increasing in the last couple of years.
Most of this increase has come from Latvians migrating to the capital
to find higher employment and living standards, although a large
number of them choose to commute to work and live just outside of
the capital in the surrounding municipalities, where the housing and
real estate is cheaper. The rest of Latvia, especially the countryside, is
slowly dying out, since the working age population chooses to migrate
to the capital or emigrate all together, leaving behind pensioners who
can’t afford to move and can’t be employed. This is most noticeable
when it comes to the younger generation, since there are few well-paid
employment opportunities outside of Riga for them. Large numbers of
them also move to the capital for higher education because there are
few noteworthy regional universities and the infrastructure of Latvia
doesn’t really allow commuting to Riga every day from further regions.
When we return to our ancestral homes and ask our grandparents
what has happened while we have been away, the only news we hear is
about our peers who have left their homes or about their grandparents
who have passed away. Most of Latvia is becoming more and more
empty, although the most determined of us still return to the more
remote areas after finishing our higher education in the capital, in
order to rekindle some life and activity there. However, in most cases,
that remains an unfulfilled dream. That does not mean that the
number of determined youths will decrease; they just need to be given
an opportunity for them to sustain themselves and their new families
outside of Riga’s agglomeration.
However, it is not all doom and gloom when looking towards
Latvia’s future. There are a number of problems that have to be solved
and addressed; most of them are not even that unique to Latvia. Most
of Western Europe is rapidly aging and the whole world is quickly
urbanising, but these trends do not make the new reality any more
appealing or reassuring. For the youth here in Latvia, one of the best
ways to show patriotism is simply to stay and work in this country. It
takes some determination to not take the easy way out and buy a ticket
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to a new start in better off western countries, where the shortage of
labour is just as acute and the minimal wages are multiple times higher
than here. However, those who do stay really do love this country and
are determined to build a better future here for themselves and the rest
of the population. The new generation is more liberal and more open to
new experiences and different approaches to politics. We view ourselves
as part of Europe and look westwards instead of dreaming about the
lost past, as do many of the older generations who have lived in the
USSR. For us, the only way is forward, with the goal of reaching a truly
western country level of wellbeing and development. Some of those
who do go study abroad also come back with useful knowledge and
the intent to improve life in Latvia. Many of the current political elites,
who have run the country since the 90s, are reaching their retirement
age, and new politicians, many who have been born after the fall of the
Soviet Union, are slowly taking their place. This gives hope that serious
changes in the politics of Latvia might actually appear soon enough.
Honestly speaking, there is not that much time left to address the earlier
mentioned problems before they become irreversible. Hopefully, the
celebration of the centennial anniversary of Latvia will not only mark
the end of a long and difficult journey of this country to securing
its position as a free and democratic republic but will also mark the
start of a new chapter in its history. In this new chapter, may Latvia
become a place that not only provides security for its citizens but is
also prosperous economically and is a place where people immigrate to
when looking for a better life, not the other way around. This centennial
anniversary should not be spent mourning the past but looking
forward – to the next hundred years of independent Latvia.
To illustrate this much needed shift in mentality, let us give an
example. My grandfather was one of the many that was deported to
Siberia on the 25th of March in 1949 by the totalitarian USSR regime.
However, he never associated this period in his life with hunger,
helplessness or longing for distant lands. Even in his last living
moments, when my grandfather could no longer recognise his closest
family members, he called us by the names of his childhood friends in
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Siberia, not distinguishing them by their descent or social class. When
still alive, he could not stand the frequent memorial events so common
in Latvia and took part in them only out of politeness. He did not want
to see people crying about the past instead of celebrating with their
loved ones the fact that they had been given the opportunity to return
home. Maybe this is the reason I have never seen myself as a patriot,
because, since the beginning of childhood, I have had to watch strangers
crying while they commemorated hatred and revenge. And maybe it
is because my grandfather taught me that the most valuable things we
could keep in our memories are those that bring happiness to us right
now, not those that have hurt us long ago. He also taught me that it
does not matter where you are, as long as you can build a better life for
yourself and others using your own hands and appreciate the people
around you, regardless of who they are.
I think most of my peers think similarly, considering the fact
that we have not seen war or felt the state of terror in our lives. Some
people have the gift to see the light side in everything, as it was with
my grandfather, but we have never been faced with anything that
could crush our hopes forever. We have never been in a situation where
brother has to fight against brother on the two sides of a frontline. On
the one hand, the fact that we have never been through that, which has
been described in the history books, might make older generations
think that we do not appreciate the things that we have been given.
However, on the other hand, the fact that we view the opportunity to
make ourselves into whatever we want in a free Latvia as granted lets
us see more opportunities in the future and gives us the courage to
struggle for better lives for ourselves and the people around us.
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Good Evening Latvia!1
KLĒRA KUĻIKAUSKA

Latvija. How beautiful it sounds! Each letter in the name of our country
is woven into our national fabric, each one with its own meaning.
‘L’ stands for ‘lepnums’, meaning pride. We can be proud of our
fatherland, of our people, our nature and our culture. We are so used
to Latvia’s beauty that we often take it for granted. When we travel
abroad, we rave about the beauty of foreign lands, but Latvia is the most
beautiful country because it is ours.
‘A’ stands for ‘attīstība’, meaning development. Latvia is a developed
country. Our compatriots represent Latvia in Europe and around
the world. Our athletes succeed in world-class competitions. Latvian
producers can also be proud. Many summers ago, I was travelling
abroad and found sweets labelled ‘Pure’ on a store shelf. I was happy to
see Latvian products available throughout Europe.
‘T’ stands for ‘tauta’, meaning nation. When researching Latvia, it
becomes clear that the population is not big, but it is not insignificant.
Latvia’s inhabitants love to attend public community celebrations. Just
look! How many people come to the waterfront on November 18th to
watch the celebratory fireworks! How many people come to help their
neighbours! How many people come to Vērmanes Garden during the
Riga City Festival! These are the people who make up Latvia.
‘V’ stands for ‘vēsture’, meaning history. Our history is our
foundation; it strengthens us. Song is an integral part of Latvia’s history.
In 1873, the first Latvian Song and Dance festival took place in Riga,
where Latvian choirs sang with tears in their eyes. Many foreign guests
admire the quality of our choirs’ a cappella singing. Next summer, we
1

This speech was prepared for the student creative work contest ‘My Address to the President
of Latvia on Latvia’s Birthday’, dedicated to the proclamation of the Republic of Latvia.
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will gather for the 26th Song and Dance festival, where we will sing
about our nation’s history and present and welcome its bright future!
‘I’ stands for ‘izaugsme’, meaning growth. We can be proud of
Latvian scientists. Every day in the field of medicine, scientists work
to invent drugs for incurable diseases. These are the people who drive
Latvia and help strengthen our modern world.
‘J’ stands for ‘jaunatne’, meaning youth – our future. Our young
people are actively involved in and succeed in knowledge competitions,
sports competitions, art and cultural events within Latvia and abroad.
They attend good schools so that they can develop knowledge in their
field. These are the people who will build Latvia’s future.
‘A’ stands for ‘atkal’, meaning again. Latvia rejoices over and over
again. Latvia’s past, present and future are woven into the fabric of our
country and into our hearts and minds.
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My Birthday Greeting to Latvia1
PAULA SILAVA

It is November 18, 1918. A joyful excitement is felt in people’s hearts,
while fear and uncertainty about the future creep into their minds; will
there be a Latvia? Will the small Latvian nation finally be free? Will the
blood spilt by our countrymen at war be in vain? Will my children, my
grandchildren, be able to live in their free country?
Riga. The Latvian National Theatre. The crowd: each person so
different, each with their own beliefs and desires, each with their own
goals and motivations, but all together they are united, courageous
and strong. The main theatre doors open. The crowd is gripped by a
sudden stinging silence; for a moment, it seems that time has come to
a halt; that you are all alone; you wait… Hooray! The crowd cheers,
everyone embraces and congratulates each other. I am crying and
laughing, I am proud, happy and surprised all at the same time, and I
am free!
I can imagine this 99 year-old event as a painting. At first, its
background is bleak, grey and depressing. Little by little it is filled
in with tiny blue rays of hope. The tone becomes brighter; however,
the mood remains bleak. And then, there is a strong blast of colour,
an emotional explosion, victory, freedom… But today this painting
sits in our memories and slowly pales; it ages and is gradually
covered by a grey layer of dust. As President, it is my duty to wipe
this dust, to protect and preserve the painting and to never let it
disappear.
But how long will you paint the same painting? We can paint
a new one altogether – bright, elegant and unique! We need only
1

This speech was prepared for the student creative work contest ‘My Address to the President
of Latvia on Latvia’s Birthday’, dedicated to the proclamation of the Republic of Latvia.
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determination, purpose, passion and a bit of confidence about what we
are doing.
First, I want to draw a Latvian, a proper man, who already from
birth has the qualities of virtue, courage and respect. We, Latvians,
can certainly take pride in our people. We do not lack honoured
athletes, artists, musicians, doctors, scientists and authors; we do not
lack talented youth. We have value; we have but to acknowledge it. The
stereotype of a closed off and shy Latvian, who is oppressed, hit-down
and pitied, should be discarded. Let us be diligent like the people of
Zemgale, strong like the people of Kurzeme, steady like the people of
Vidzeme and as spirited as the people of Latgale.
In our painting, I want to include the Gaiziņš mountain, the Lubāna
lake, the river Daugava, Latvia’s forests, it’s seaside, Riga’s Old Town and
of course – our four seasons. We live in a fantastically beautiful country
with our own Niagara Falls in Kuldīga, our Mount Everest in Madona
and our Disney Castle in Cesvaine.
I will paint the daughters and sons of the nation, who together
will dance the ‘polka’. I will paint a burning ‘Jāņi’ bonfire at the top of
a hill with people celebrating, eating traditional cheese and drinking
beer. I will paint Latvians celebrating our winter festival in the most
unbelievable masks. I will paint the Great Bandstand of Mežaparks
overflowing with choir singers at the Song and Dance Festival. We are
a culturally rich people! Krišjānis Barons’s Cabinet of Folksongs, filled
with 268,815 songs, is a great example of our colossal cultural heritage –
how incredible!
The painting will be filled with colour, but I will leave a small white
space to show that Latvia is not yet finished. Each upcoming generation
will have the chance to add its own colour, its own symbol, but the
painting will never be complete as long as Latvia survives.
I will lay the two paintings down next to me; the one from 99 yearsago and the one from today. I will choose which painting I prefer;
everyone will be able to choose their favourite. Some will get caught
up in memories of how good things used to be and how bad they are
now, while others will choose to rejoice about the present and make
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the best of it. I will assess if I am now ready to do as my ancestors, for
the good of Latvia. I will not give up. I will fight so that every year,
on November 18th, we can gather under the Latvian flag and sing our
anthem ‘God Bless Latvia’.
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