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Pastore, Gunda Reire, Edgars Rinkēvičs, Toms Rostoks, Silvestrs Savickis, Ēriks Kristiāns Selga,
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FOREWORD
Andris Sprūds
Director of the Latvian Institute of International Affairs |
Professor at Riga Stradiņš University

Latvia’s foreign policy environment is and will continue to be constantly changing.
Therefore, it is necessary to regularly update and evaluate Latvia’s foreign and security
situation and its diplomatic capabilities. The Latvian Foreign and Security Policy Yearbook
is an annual publication in which the Latvian Institute of International Affairs, in
cooperation with foreign policy-makers and experts, continues to analyse Latvia’s
international challenges and choices, make recommendations, and inform the public.
The publication appraises the events and decisions of 2019 and seeks to outline Latvia’s
foreign and security policy scenarios and make recommendations for 2020.
The 30th anniversary of the fall of the Berlin Wall and the Baltic Way solidarity
demonstration allowed us to look back on what has been achieved and reminded us of
a dynamic and changing international environment. A new European Parliament and
Commission with new objectives and tasks have been elected in the European Union.
Apparently, after the UK’s general elections, the country’s withdrawal from the EU
may be concluded. The NATO Summit in London has re-affirmed solidarity within the
alliance, while reminding of the need to continuously strengthen both the fundamental
principles of the transatlantic alliance and cooperation between its member states.
The rhetoric and behaviour of the administration of the US President Donald Trump
have a profound impact on the international system and regional dynamics. At the
same time, the US has consistently held on to its commitment to strengthen security
on the alliance’s eastern flank, and it has motivated the allies to do their homework.
The future course of interactions and existing conflicts in the Middle East is not easy
to predict. Other major powers, particularly Russia and China, are also demonstrating
their ambitions to play a greater role and their willingness to engage in regional and
international processes.
The year 2020, like 2019, will bring many challenges, tough decisions and
opportunities. The aim of the yearbook is to appraise Latvia’s fulfilled and potential
positions and policies regarding external threats, security measures, relations with
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neighbouring countries, and the strengthening of external economic competitiveness.
Despite the changing international environment, Latvia is still affected by its
geographical location at the intersection of superpower interests; a challenge that
Latvian foreign policy-makers have sought to address strategically and diplomatically.
The challenges of foreign and domestic policy that Latvia will face in the future will
require long-term strategies in all sectors of national importance as well as the creation
of a stable economic, political and security environment. A resilient and cohesive
society and the ability to pursue a proactive, Euro-Atlantic, effective foreign and
security policy can only be fostered in such an environment.
Partnership and cooperation are essential for a successful outcome. The 2020 yearbook
reflects the importance of cooperation. The publication has benefited greatly from the
willingness of our Latvian experts to share their opinions and recommendations. Very
successful, productive, and mutually enriching cooperation has been established with
the Ministry of Foreign Affairs, allowing a bridge to be formed between policy-makers
and think-tanks. We are also grateful for the support of the Saeima, and especially the
Foreign Affairs Committee and the European Affairs Committee, for their significant
contribution and support to foreign policy research and the building of public
awareness. The longstanding and generous support provided by the Friedrich Ebert
Foundation has also been irreplaceable. The foundation has repeatedly demonstrated its
contribution to the promotion of intellectual discussion and the exchange of views at a
national and international level, which has been an invaluable input for the promotion
of a stimulating and informed discussion between decision-makers, experts and
Latvian society. Finally, this publication would be inconceivable without a reader that
is interested in understanding the challenges and perspectives that determine Latvia’s
ability to implement a successful foreign and security policy in a complex regional and
international environment.
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ADDRESS BY THE MINISTER
OF FOREIGN AFFAIRS
Edgars Rinkēvičs
Minister of Foreign Affairs of the Republic of Latvia

Dear Reader,
Anniversary celebrations are one of the ways to nurture the collective memory we share
and reinforce national identity. In 2018, we celebrated our centenary looking back on
events which were the basis for the emergence of the Republic of Latvia as a country.
In 2019, an important date was the establishment of the Foreign Service of Latvia on
29 July 1919; it is the one and only government institution that during the long years
of occupation continued to represent the Latvian state de jure through its diplomatic
network in the West. We also were keen to celebrate the 30th anniversary of the “Baltic
Way”, when on 23 August 1989 approximately two million people in Latvia, Lithuania
and Estonia joined hands to express their determination to regain stolen freedoms.
Now is the time when we are able to recall and explain the impact and significance
of the Baltic Way, both locally and internationally. 2019 also stands out for two more
anniversaries – it has been 15 years since Latvia became a proud member of the EU
and NATO. Active participation in these key organizations is a testament to both the
sustainable development of our country and the endurance of its Euro-Atlantic ties.
2019 was, however, not just a time for commemorating pivotal moments in history
associated with Latvia’s independence and statehood. For international relations,
2019 was not an easy time. The institutionalized international political order of
the last century continued to undergo significant changes. And we have been
witnessing not only major and minor crises in international relations, but also how
the very foundations of the international order are changing, and this affects not only
institutions and organizations, but also the values and
 norms of this order. International
institutions, international law and free trade, and international political values are no
longer self-evident, but under increasing pressure and in need of our support.
Today’s international challenges are becoming more and more complex. It is also a
serious challenge that traditional political, economic and security issues are influenced
7

more and more by globalization, the development of new technologies and the creation
of new platforms for the flow of information. Under the influence of the latter, the
boundaries between military and non-military threats are beginning to blur. Climate
change is a major global challenge and an additional factor in international security and
migration. The resulting rivalry between the main players and centres of power poses a
serious threat to the current multilateral order. We can also witness this as we observe
the latest developments in the quadrangle of U.S.-China-EU-Russia relations, which
inevitably affect our region. Therefore, the task of the Latvian government is to be able
to accurately assess the international situation, the challenges and opportunities created
by changes, and to formulate its foreign and security policy in accordance with the
conclusions drawn.
The Latvian Institute of International Affairs has long been a partner of the Ministry
of Foreign Affairs. A professional and analytical approach to complex international
processes is reflected in the International Relations and Security Policy Yearbook 2020.
The collection contains an analysis of many important issues for Latvia – from the
geopolitical context to energy policy. I am convinced that the findings will provide the
interested reader with additional information on the topics covered and will strengthen
the capacity to make good political judgments. The publication will also be a rich source
for reflection on the existing foreign and security policy, as well as on the economic
situation and its development.

Sincerely,
Edgars Rinkēvičs
Minister of Foreign Affairs of the Republic of Latvia
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DEMOCRACY BETWEEN
THE MILLSTONES OF HARD
DIPLOMACY AND SOFT POWER
Rihards Kols
Member of the 13th Saeima |
Chairman of the Foreign Affairs Committee of the Saeima

This report comes at the end of a dynamic and typically turbulent year. However, there
are still two months of the year left, in which milestones expected in the international
environment will inevitably impact on Latvia and our foreign policy. There are some
things that are unchanged: as last year, I believe the main goal of our foreign policy is to
ensure the sustainability of independence – we must be able to maintain our values and
withstand the winds of external change. I said this last year in this same foreign policy
review, looking towards 2019 and the challenges we expected to face. At that time,
however, I was not aware of just how prophetic and accurate this objective would be in
forming our foreign policy in 2019. But because, to paraphrase Churchill, “Politics is the
ability to foretell what is going to happen tomorrow, next week, next month and next
year. And to have the ability afterwards to explain why it didn’t happen”, we need to try
and put this year into context.
Also, reflecting on what I said when addressing my colleagues in Saeima at the annual
foreign policy debates, I am somewhat overcome by a sense of surrealism. At the start of
the first year of Latvia’s second centenary, I emphasized that it was an appropriate time
to start talking about how we could strengthen the often forgotten role of parliament in
shaping and implementing Latvia’s foreign policy. The issue about the involvement of
Saeima in matters of foreign policy has become increasingly pertinent, and I reiterated
that it would not be sensible to separate parliament from the creation of foreign policy
because, to a greater or lesser extent, Saeima and its delegations are already involved.
Together with my colleagues on the Foreign Affairs Committee of Saeima, we outlined
a more focussed, effective and ambitious involvement in the processes of formulating
foreign policy and made it one of our tasks in this parliamentary term.
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The foreign affairs department has many functions, but it should not be forgotten
that, on many issues, Saeima is able to successfully assist at the level of parliamentary
relations – not as a competing body but as a complementary element in shaping our
common foreign policy. As stated in a government declaration, the Cabinet of Ministers
adopts a single position in foreign affairs and the Ministry of Foreign Affairs defines the
so-called “lines” to take. Saeima deputies regularly meet their foreign counterparts and
have business trips abroad, and I believe it is important that our communication with
the outside world is uniform and resilient. In the name of national interests, one foreign
policy is needed: not the foreign policy of the executive authority, nor Saeima, nor, in
the worst case, individual municipalities and personalities.
When speaking these words at the beginning of the year, I was not yet aware of how
important the role of parliament and our ability to agree on specific and important
choices would be – standing on the side of mercantile interests or standing for our own
values. I am of course referring to the changes in the Parliamentary Assembly of the
Council of Europe.

A FURTHER TIGHTENING OF POSITIONS
In June of this year, the Parliamentary Assembly of the Council of Europe (PACE)
restored the voting rights of the Russian Federation, which were suspended in 2014 in
response to the annexation of the Crimean Peninsula belonging to Ukraine. Voting
rights were restored despite Russia continuing to violate the charters and values of
the Council of Europe and continuing to maintain the military occupation of Crimea,
which is a serious violation of international law, including the UN Charter and the
OSCE Helsinki Final Act. There are some cases where the “official” reasons for
justifiably unpopular decisions sound sufficiently noble or urgent. This was not such
a case. By choosing mercantile gains – namely, Russian contributions to PACE – and
legitimizing the so-called “caviar policy”, PACE’s decision has shown that compliance
with international law no longer takes first place. In fact, it was implied that Russia could
continue to violate human rights, violate international law, breach and ignore PACE
resolutions and the charters of the Council of Europe, and pursue an aggressive foreign
policy, all with no consequences. In response to this vote, representatives from Latvia
and several other like-minded delegations reacted sharply – with a joint démarche and
a clear message to Europe and the world. Following these events, it was absolutely clear
that the démarche alone would not be enough and that the formation of a “coalition” of
like-minded states would be required: they would need to agree on a single message and
take action that would unequivocally give a stronger signal than action by an individual
country could.
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As a result, on 6 September something akin to a small Riga summit took place, with
delegates from all like-minded states seated at one table. It must be said that this has
simultaneously been regarded as both a small event and at the same time a huge step
in strengthening both parliamentary diplomacy and the backbone of Latvia’s foreign
policy – too often we become engrossed in the formation of reactionary policies,
but this time it was Latvia that took the first step and motivated other countries to
remember their ideals and principles. Our complex history has taught us one axiom: for
small countries, observing the principles of international law is a matter of life or death.
This applies just as much to Ukraine and Georgia as it does to us. Peace-building does
not work in the field of international law.
It was extremely difficult to agree on a single position for various reasons, but despite
the fact that the process was turbulent, and sometimes extremely controversial, the
Latvian delegation decided to show solidarity with the Ukrainian delegation in the
autumn session of PACE, thus demonstrating not only Latvia’s position, but also our
posture.
I am going into such detail about this incident because it typifies a broader trend and
highlights a new challenge for Latvian foreign policy in the coming years. It may sound
overly lyrical and dramatic, but at present there is a struggle over European values.
We see the Western countries looking to build closer relations with Russia; there is a
weariness of sanctions and a weariness of the strong position that has been taken so
far. At the same time, international organizations and regional agreements, which have
characterized the political space of post-war Europe, are also experiencing a certain
crisis of influence and recognition.

REAL OR NEW NORMS IN THE INTERNATIONAL SPACE
As we know, no norm or principle exists independently – they must be continuously
reaffirmed again and again by actions or positions, reminding both ourselves and others
that we still consider specific values, norms or principles to be binding on both ourselves
and others. The more we step away from them, the more they will be doubted and the
more they will weaken. This doubting or “testing of the boundaries” approach is what
Russia has been using for over a decade to change our understanding of which rules
and principles are truly binding. The struggle regarding what is the norm and what is
acceptable will also continue next year.
The world has become so globalized, so interconnected and so interdependent that
any difficulties faced by international organizations should be taken very seriously.
Many decisions taken outside the borders of our country have a significant impact on
the overall future of both individual citizens and states as a whole. These decisions are
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taken by global-scale organizations (such as the United Nations or the World Trade
Organization), by regional ones (such as the European Union, the Council of Europe
and others), and by interregional ones (such as NATO or the OSCE). Decisions are
taken by these institutions that may potentially influence Latvia’s legislation or its dayto-day business, or even directly prevail over our laws.
Multilateralism is experiencing a small crisis, the full nature of which is only now
beginning to unfold. Don’t get me wrong – we are not facing crisis on the scale of the
failure of the Treaty of Versailles as we were in the 1930s, but we should consider it
serious that since 2017, the United States has withdrawn from a series of multilateral
agreements, while at the same time not abandoning significant configurations such
as the UN Security Council. This crisis is not even the result of a “new Cold War” in
which tensions between global superpowers paralyze the international system. In a
historical context, we are still living in an unprecedented era of close and effective
global cooperation, characterized by an unparalleled number of agreements, contracts
and institutions. Although individual world leaders may not like, for example, the UN
system, they do however at least come to the UN General Assembly every year – even if
just to complain about it.
However, as UN Secretary-General Antonio Guterres has said, “multilateralism is
being questioned at precisely the time when we need it the most”. There are significant
modern-day challenges that we should address collectively: climate change, migration
control, gun control and cyber security. However, in debates on the multilateralism
crisis and how to resolve it, two different issues tend to get jumbled together: 1) the
weakening of the values of democracy, human rights, free trade and collective defence
alliances, such as NATO in the international area, and 2) the wider multilateralism
crisis, which casts doubt over the foundations on which agreements have been reached
and over institutions that regulate interstate disputes, manage competition and
establish interstate “behavioural norms” based on the principle of equality between
sovereign states, regardless of whether a country is small or large, democratic or
authoritarian, or somewhere in between.
Russia and China are actively working to bring international norms and the
interpretation thereof closer to their own more authoritarian norms. Such shifts of
values and norms towards specific regimes are not in the interests of democratic states.
Globalization has created intense, mutual connections and, respectively, also mutual
vulnerability.
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THE WEST IS PLAYING RUSSIAN ROULETTE
Vladimir Putin has been in power for two decades so far, and under his leadership
Russia continues to pursue a revanchist and aggressive foreign policy, aimed at
destabilizing democratic societies and sowing mistrust and doubt, while working
purposefully on its illegal and unacceptable aggression and the legitimization of
expansionism in the international space. The renewal of Russia’s voting rights in
PACE, despite its continuous interference in the internal processes of other countries
and the aforementioned illegal annexation of Crimea, will only encourage Moscow to
continue its unacceptable activities in Europe and elsewhere – and, on seeing that the
consequences of breaches of international law may only be conditional, other countries
could follow suit. An example of this might be Turkey’s actions in initiating gas
extraction in the coastal zone of Cyprus and, despite the threat of sanctions, continuing
these activities, which are illegal in the eyes of the EU.
The Kremlin is actively involved in policy-making in the field of energy, seeking to
maintain its dominance and position as the main gas supplier for Western Europe – this
is a strong “card”. Russia is insistent on demonstrating its military capabilities by
relentlessly “annoying” NATO in the Baltic and Black Seas and maintaining a dominant
military presence in Syria. It is working purposefully to link Turkey to its military
orbit – unfortunately, there are signs that these attempts have been at least partly
successful, and the continuation of such activities could shake the foundations of
NATO’s anti-missile defences and destroy Ankara’s credibility in the NATO alliance.
Turkey’s operations in Syria led to the suspension of the arms trade from the EU
states – this was an unprecedented decision to be taken against a NATO member state.
It is thus that we return to the beginning. Russia’s illegal annexation of Crimea – an
action which was strongly condemned by the international community – is still, and
possibly even more today than in 2014, a threat to international law and order. The
illegitimate “referendum”, which took place on 16 March 2014 in Crimea, has been
recognized as illegal and invalid by the international community. In the past five
years, the international community has strongly expressed a unified and firm position
demanding the restoration of Ukraine’s territorial integrity. The sanctions and nonrecognition policies introduced by the EU, NATO and G7 member states reflected
our common efforts and positions, and our refusal to accept that in the 21st century the
illegal occupation of the territory of a sovereign state could become the norm.
At a time when a unified voice of the European Union in foreign affairs should be
expressed, several Western leaders are still avoiding issues relating to Russia: not
calling it for what it is, hiding behind diplomatic terms, and speaking about the need
to strengthen ties with the Russian nation but not mentioning a single word about the
need to reinforce sanctions against Russia’s public administration, its representatives
and their family members. Communication through politically and diplomatically
correct phrases is taking place – we should turn away from this and move to a single,
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coherent policy. Why? Because Latvia’s independence is only possible in a world where
international law and norms are binding and taken into account.
At a time when we expect a sustainable and consistent approach from Brussels and
European leaders in the EU’s relations with the Kremlin, this year we are seeing the
opposite. French President Emanuel Macron surprised colleagues elsewhere in Europe
earlier this year by sending an influential delegation to Moscow to discuss options for
renewing mutual dialogue. Time will tell whether this move towards engagement will
remain only en français, or whether the EU’s new leadership will be able to take the
reins on this issue and other headache-inducing foreign policy issues. Macron should
have considered the concerns of the Nordic, Baltic and Central European states about
such deference and about deviations from commonly defined positions – these weaken
the EU’s overall policy and signals to Russia that Europe will soon become weary of
sanctions. It would appear that Macron and many Western leaders believe again that if
Russia were given the opportunity, it would actually be happy to join the international
community, adhering to the same conditions that appear natural to other Western
countries, despite the fact that Russia continues to believe that it has a right and even
almost an obligation to determine how its smaller neighbouring states should behave,
which direction they should develop towards and which allies they should choose. But
this is a completely flawed assumption. Moreover, this is repeated again and again, with
no lessons learned from past experiences.
It is vital that the same mistakes are not repeated again and again. Examining the
West’s relations with Russia today, in the period immediately after the end of the Cold
War, and in the even more distant past, a constant feeling of déjà vu prevails. The latest
incomprehensible attempts by the French president to move closer to Russia were also
doomed to failure. This is an outcome that was easy to predict. The question is, why
would anyone imagine that Russia’s external or internal policies would change if this
hasn’t happened for decades? Why would it change if Western rhetoric continuously
emboldens Russia, promoting the notion that it is a superpower whose policies are
successful in the long-term and whose interests must be taken into account? There are
many signals that give the country the impression that it can continue as it has been
with no significant consequences. Russia sees a world led by an unceasing desire to
renew relations, which leads again and again to an unjustified loosening of resolve. This
is a very dangerous and short-sighted policy, because every subsequent crisis clearly
becomes even deeper.
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THE SUSTAINABILITY OF INDEPENDENCE
At a time when international law and order, which is important for global security, is
under threat, we must be prepared to protect international law, as well as individual
and collective security. In the context of foreign policy-making, we need to be able to
repeatedly remind and explain to our partners why deviations from strictly defined
positions – including sanctions and unified policies – are not just an “uncomfortable
retreat” but a fundamental threat to the international order that has worked for
decades. An order that is based on multilateral cooperation does not allow for the noncompliance of joint objectives and principles, and the blatant violation of these norms
should not become the new norm.
This year, Latvia, with its activities in foreign affairs, has overall focussed on
strengthening the legitimacy of international norms – the real norms – and rights from
its side. On 24 September, during the UN General Assembly, President of Latvia Egils
Levits submitted a declaration on Latvia’s accession to the compulsory jurisdiction of
the International Court of Justice in New York. Not only was this a symbolic message to
other countries of the world that Latvia treats its international rights with the utmost of
responsibility, but it also provides Latvia with the opportunity to turn to, and become,
a party in the most authoritative institution of international courts. With our actions
in PACE in solidarity with Ukraine, and by expressing loudly and credibly that this
“new order” and these “new values” are not acceptable to us, we cement ourselves on
the side of the Council of Europe’s values. Before too long we will have to re-reinforce
our positions when we come together with like-minded countries at the next PACE
session in Kiev, to decide on subsequent steps and agree with our closest allies on
consistent action. This year parliament also voted in favour of a draft decision by the
Foreign Affairs Committee in which we recognize the deportations of Crimean Tatars
75 years ago as a deliberate genocide, which is important at a time when Russia is so
aggressively attempting to rewrite history which is still in living memory, to wash its
hands of any stains of history, and to restore its messianic perception of its own place in
the international arena.
Relentless efforts are required to make ourselves a more complicated target for potential
interventions by hostile states and to increasingly cement our presence in international
relations. At times this isn’t comfortable and at times this isn’t easy. When it comes to
principles, however, sometimes comfort and “beloved peace” must be sacrificed – it is
worth remembering that the words “principles” and “pragmatism” do not mean the
same thing, and that sometimes we have had, and in the future will continue to have, to
choose one by drawing a line between them. This approach does not mean we have to be
overwhelmed by putting issues into categories or, on the contrary, by weighing up the
benefits – it signals a certain political maturity that we are prepared to negotiate without
violating the principles that are important to us.
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2019 IN EUROPE
Vita Anda Tērauda
Member of the 13th Saeima |
Chairperson of the European Affairs Committee of the Saeima

In 2019, life in Europe involved the anticipation of change – we were waiting for the new
composition of the European Parliament and of the Commission, we were waiting for
the final words on the exit of the United Kingdom from the European Union, for future
decisions on the multi-annual budget, for enlargement.

NEW BLOOD IN THE GOVERNMENT
2019. The results of the European Parliament elections confirmed that Europeans
are calling for change. Sixty percent of the newly elected MPs are new, and
the majority of political groups are no longer made up of only two parties. The
European People’s Party and Social Democrats were joined by Renew Europe
group. The new balance of power prevented the possibility of old ways of
agreement. At the end of the year, the European Parliament approved the new
European Commission, seating the Defence Minister of Germany, Ursula von der
Leyen, in the presidential seat instead of any of the “top ranking” candidates named
during the process of elections.

BUDGET OF THE FUTURE
We talked about the next European multiannual budget all year long, but the year was
closed without an agreement. Intense negotiations involved the aspirations of countries
to achieve the objectives of a long-term cohesion policy with the urgent need to lay solid
foundations for the competitiveness of Europe in the global economy and to respond
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to the new security and climate policy challenges. At the conclusion of the Finnish
Presidency, the search for the compromise was passed on to Charles Michel, the new
President of the European Council.

FAREWELL
The protracted Brexit process forced us to keep an eye on the agonizing decisions
of the United Kingdom about when and how to leave Europe. Each time the due date
approached, we extended the deadline and waited for the next date. Although 2020 has
come with Britain, which is still part of the European Union, the climax of the British
decision-making process in December elections gave a clear answer to the British
themselves and to us. Britain says goodbye to the European Union on the last day of
January.

THE MOMENTUM OF EUROPE
Others are already knocking on the door – Albania and North Macedonia are ready
to start the accession process because they have fulfilled all the preconditions. But in
October 2019, the European Council put them on hold. Member states were unable to
agree on the opening of negotiations. France, Denmark, and the Netherlands blocked
the start of accession negotiations, because they believe that the European Union
cannot expand prior to the implementation of its own internal reforms. Changes are
expected both in the decision-making processes of the European Union, as well as
in the enlargement procedure itself. The decision of the three countries was strongly
criticized as a historic mistake, as deviations from the European route in the Western
Balkans could create an opportunity and desire for Russia to effect its influence in the
region.

WE ARE CHANGING COURSE
The global agenda is dominated by the effects of climate change. In spring, Latvia
joined a group of eight European member states that support the setting of more
ambitious goals for Europe: achieving climate neutrality in the region by 2050. This
required Latvia to reconsider its national position in order to achieve the goal, but in
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the future we will have to review many of our action policies. Already in December,
shortly after taking office, the President of the EC presented the European Green Deal,
a roadmap for making the EU economy sustainable by turning solutions to climate
and environmental challenges into new opportunities of the economic development
of Europe. However, the path to climate neutrality will not be easy. In December,
as the European Council agreed on the goal of climate neutrality, it had to concede
significantly to the individual opinion of Poland, which stated that it needed more time
to reach the goal.

FUTURE CHALLENGES
The future development of Europe faces many challenges: geopolitical shifts,
competitiveness in the digital economy, climate change, security in changing global
environment, search for its own identity and future image. In its Action Plan, the new
European Commission seeks to address the challenges and lead the European debate on
the future of Europe.

Climate
Global warming is not an abstraction; it is the direct result of human activity caused
by the manufacturing, transport, energy, and agricultural sectors, as well other human
influences. EU citizens are already experiencing climatic conditions that are not typical
of the region: more frequent heat waves, droughts in some places, floods in other areas,
shrinking snow cover in mountain areas. The world is facing a climate emergency – as
stated by the President of the European Council, Charles Michel, in his first speech.
EC President Von der Leyen has made the climate issue one of the priorities of her
commission.
If the objective can be agreed upon, it will be much more difficult to coordinate the
actions needed to achieve the objective. They will require significant costs and a clear
EU policy to ensure this transformation in an effective and socially just manner.
The range of activities is wide: reducing emissions in transport, use of renewable
energy sources, energy efficiency, conversion of production, introduction of carbon
tax, promotion of forestry, waste reduction, etc. During this planning period, 20% of
the multiannual budget of the EU are earmarked for climate action, and the EC has
proposed to earmark 25% for implementation of climate objectives in the next period.
Von der Leyen has outlined the Green Deal of her Commission, which provides the
content and institutional framework for future action. The Green Deal is ambitious,
seemingly more ambitious than the goal of climate neutrality itself, as it paves the way
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for making the achievement of climate neutrality into an objective that stimulates
economic development rather than a restraining process. In the next multi-annual
budget, decision-making will be subject to the Green Deal prism of climate neutrality.
The Green Deal will create new financial instruments that will also mobilize the private
sector. The Green Deal will support innovation, since existing technologies will make it
difficult to achieve the set goals. “Let us move first and move fast,” says Von der Leyen.
It is to be reckoned that the fast movements of Leyen will face no shortage of obstacles.
Whether they are Member States with a coal-dominated energy sector, farmers who do
not want to see changes in the existing subsidy system, or producers who understand
that new standards for reusing raw materials or implementing the principles of circular
economy will require investment. It is in Latvia’s interest not to become a stumbling
block, but to be the first and be able to quickly seize the new opportunities for the
development of a national economy.

Values
The European Union has common values. The founding treaties establish the mission
of promoting and defending democracy, both within the EU and beyond. This mission
served as the reason why the European Union was awarded the Nobel Peace Prize
for promoting peace and reconciliation, democracy, and human rights in Europe
in 2012. Although common values seem to be self-evident and eternal, they must
be implemented in everyday life and jointly communicated on a daily basis. This
communication has begun in the European Union and must be continued.
The communication of values is the conversation on the challenges that the rule of law
faces in Poland, Hungary, as well as Malta and elsewhere. An annual assessment of the
rule of law assessment in all member states will enable early identification of negative
trends in future, as well exchange of good practices and in-depth discussions on the rule
of law without waiting for infringement proceedings of the EU treaty to be initiated.
The proposal for the next multiannual budget is accompanied by a proposal for a new
mechanism to protect the EU budget in the event of general failure of the rule of law
in member states. By concluding that there are serious problems with the rule of law
in a member state that jeopardize the financial interests of the EU, the EC will be able
to suspend or make adjustments to the payments of EU funds, as well as prohibit to
assume new financial commitments. It is in the interest of Latvia that the values on the
European Union agenda are kept high, as well as that the bar of values is equal across all
member states and actively applied to all member states.
The communication of values is the conversation about the enlargement of Europe. By
delaying the start of negotiations with Albania and North Macedonia, Europe has been
sending out demoralizing signals to all those countries that are moving purposefully
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towards the European Union. By signalling that the participation in the European
project may well not have to do with the ability of the applicant country to achieve
European standards of democracy and the rule of law, we have caused many doubts as
to whether this European path is the right one. The enlargement process itself leads to a
safer Europe. If the European Union loses its momentum, current candidate countries
may choose other allies, creating risks of destabilization on the European continent.
In 2020, we need to correct errors and send out clear signals. During the first half of
the year of Croatian Presidency, the EU-Western Balkan Summit is expected to open
up a new perspective for opening the negotiation process with Albania and North
Macedonia. The successful outcome of the summit would send a clear message: the path
of democratization is a sure path to Europe.
The communication of values is the discussion of challenges provided by digital
communication technology. The digital economy, digital tools, the digital world – this
is the future of economic development. But it also poses a challenge to democratic
values. It must be recognized that authoritarian regimes are systematically using
digital tools to intensify attacks on democracy advocates domestically and on
democracies abroad. Misused digital tools pose a threat to democracy (disinformation,
spreading of false information, hacking and manipulating social media platforms,
interfering with electoral processes, etc.). The European Union is increasing the
capabilities of responding to these challenges by working with units that identify cases
of disinformation as well as working with social platform hosts to implement a code
of good practice in order to mitigate threats. The time to evaluate the efficiency of the
code of good practice for work with social platform hosts will come in 2020, when it
will be time to decide whether to move from a voluntary code to an EU regulatory
framework.

Security
The security of the European Union is closely intertwined with strong transatlantic
links. Russia is one of the security challenges of the European Union. If in the past the
European Union had pursued a strategic partnership with Russia to address a wide
range of issues – trade, energy, climate, counter-terrorism, non-proliferation of nuclear
weapons, resolution of the Middle East conflict – then, since the military aggression
of Russia against Ukraine and annexation of Crimea, the EU has resorted to the policy
of sanctions. Sanctions are regularly renewed and the next decisions on the sanctions
will be made in summer 2020. The task of Latvia is to ensure that the sanctions policy
remains in place until a solution is found to the conflict in Eastern Ukraine and the
Crimea. It is important for Latvia to keep the focus on international violations of Russia
on the European agenda, without giving the opportunity to deviate from the principles
and fundamental values of the EU.
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This challenge will not be an easy one, as the voices calling for a softening of the
stance against Russia have intensified within the EU over the past year. The President
of France, Macron, calls for Russia to be seen as part of the future “architecture of
trust” in Europe, because only then could Europe stand up to the influence of China
on the global arena. Under the French Presidency in the Committee of Ministers of
the Council of Europe, the voting rights of Russia in the Parliamentary Assembly of
the Council of Europe, which were lost due to the events in Ukraine, were restored.
The restoration of voting rights, despite the fact that the situation in Ukraine has not
changed, has caused concern in Ukraine, in some member states of the EP, as well as in
Latvia. In the discussion on the place of the European Union in the global politics of the
future, Latvia has the duty to remind that the principles and basic values of the EU must
be placed at the basis of the strategic vision of the EU.

CONFERENCE ON THE FUTURE OF EUROPE
In 2020, the two-year Conference on the Future of Europe will commence. The
conference will bring together a broad spectrum of European institutions and member
states – parliaments, residents, non-governmental organizations, and academic circles.
The conference will address a broad debate on the future of Europe – on institutional
change, decision-making, policy priorities, values. It will result in potential changes to
the founding acts of the European Union and new action policies.
The voice of Latvia at this conference must sound with a resonance that exceeds our
numerical size. It is in the interest of Latvia to assert itself as the creator of the future of
Europe, as a supporter of a strong Europe, and as a keeper of European values.
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ALIVE AND KICKING IN 2019
Imants Lieģis
Ambassador of Latvia to France

The news we received during our September meeting at the embassy was depressing.
Two Latvians had died in our area of responsibility – one in Morocco, the other in
France. The circumstances surrounding their deaths were unusual. It was material for
a good Nordic crime thriller. Fortunately, a few weeks earlier there had been some good
news about one of our citizens: he had been released from the Stena Impero, a tanker
seized by Iran in July.
These are some small illustrations of “a day in the life of Latvian foreign affairs”. Not
all of these events hit the news. My limited dealings with consular matters have left me
with the impression that the Latvian Foreign Ministry can be proud of the service that
we offer our people when misfortune arises whilst they are abroad.
A crucial role of embassies, and indeed of the Foreign Ministry itself, is to look after the
interests of our citizens (and, in Latvia’s case, permanent residents, who are clumsily
called “non-citizens”) when they are abroad. These micro-examples present a wider
picture.
The role of the state is to protect its people. How has Latvia safeguarded the wellbeing
of its population over the past year? Have our policies – mainly foreign policy, but
undoubtedly domestic policies as well – contributed to a greater sense of security and
regional stability?
In any event, Latvia’s foreign policy was neither dead nor buried in 2019, but rather it
was very much alive and invigorated.
In examining these questions, I will look at some important internal developments
that took place during 2019, in particular focusing on leadership changes and
priority setting, as well as on changes in the financial sector. On the foreign policy
front I will look at a trio of power centers – Russia, America and Europe. My sense
is that our glass is certainly more than half-full, rather than being half-empty, in
terms of our achievements during the last year. Indicators show that in the absence
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of major unexpected internal surprises, the outlook for 2020 looks bright if Latvia
follows the course it set during 2019.

“NEW UNITY” RISES FROM THE (ALMOST) DEAD
2019 arrived with the outgoing government still in power. Parliamentary elections
three months earlier had resulted in a more fragmented parliament than before,
with seven parties represented. Three new parties gained representation: declared
liberals (“Attistībai/Par!”, “Development/For!”), uncorrupted conservatives (“Jaunā
Konservatīvā Partija”, “New Conservative Party”) and precocious populists (“Kam
pieder valsts LV”, “Who owns the state”). The previously powerful party “Vienotība”
(“Unity”, of which, in all transparency, I have also been a member) had restructured
itself into “New Unity”, and after the elections became the smallest group in the Saeima
with 8 MPs (out of 100). Although the so called “social democrat” group “Saskaņa”
(“Harmony”) received the highest share of votes with 22 seats, this was smaller than
the number they had previously, and their ongoing pro-Moscow politics continued to
ensure that they remained outside any governmental coalition. This meant that a broad
mixture of conservatives and liberals needed to coalesce.
Former Minister of Justice and Leader of the New Conservatives Jānis Bordāns failed
to get majority backing after being nominated as prime minister. The lot eventually
fell to America-born Krišjānis Kariņš, the leader of New Unity, former economy
minister and member of the European Parliament, who had not stood as a candidate
for Latvia’s Parliament. He accepted the task of forming a government while insisting
that there should be an equal share of ministerial posts for all five groups. This precondition meant that his party received three hefty portfolios – prime minister,
foreign minister and finance minister. The term “punching above your weight” would
be an understatement in describing this deft political maneuver by New Unity. The
government of Krišjānis Kariņš was confirmed in office on 23 January.
The three main priorities outlined in his governmental declaration are: putting the
financial sector in order, strengthening state security, and strengthening the rule of
law. The prime minister’s message about the financial sector came across loud and
clear less than a month after taking office – “My government is determined to do
its utmost to restore the international reputation of the Latvian financial sector”.1
The steps taken in restoring the country’s international reputation in 2019 will be
examined later.
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TRANSPARENT AND OPEN PRESIDENTIAL ELECTIONS
“Transparent” and “open” – for the first time since regaining independence, these two
words can be applied to Latvia’s presidential elections in 2019. This followed a decision
by the previous parliament to do away with the secret ballot. At last, the public could
follow who voted for which candidate, and parliamentarians could not hide behind a veil
of secrecy.
Egils Levits, was objectively the strongest candidate. Born in Soviet-occupied Latvia,
exiled to West Germany in his late teens, where he completed studies in law, he was the
main author of Latvia’s Declaration towards the Re-establishment of Independence on
4 May 1990, and he was actively involved with the protest groups in Latvia leading to
the recovery of independence in 1991. He has served as minister of justice, ambassador
to Germany and other countries, and later became Latvia’s judge at the European Court
of Human Rights and then the European Court. He secured majority support from the
parliamentarians of the government coalition and was elected into office by the Saeima
on 8 July.
In his inauguration speech, Egils Levits stressed three priorities: solidarity, belonging,
and promoting Latvia as a modern, sustainable state.2 His speech touched on foreign
policy issues when addressing the latter two priorities. “The role of national identity,
of belonging, is growing in the era of globalization. It is the counterweight to the
alienation of globalization”. He also firmly rejected a notion that had long underwritten
Latvia’s foreign policy, namely that the country is a “bridge” between East and West.
“We are an undisputable part of Europe and the Western world, and not some bridge
between the West and East. I categorically reject such a metaphor”. He went on to place
Latvia in Northern Europe by stating the “in the next decade Latvia has to become a
modern, sustainable Northern European nation”.
With Levits as president, Kariņš as prime minister, and Rinkēvičs continuing at the
helm of the foreign ministry, author and expert on international and Baltic affairs
Edward Lucas said at the Rīga Conference on 12 October, that “Latvia has an ‘A team’ –
a fantastic combination at the top”.

FOCUS ON THE FINANCE SECTOR
The new “A team” inherited the urgent task of reforming the financial sector following
turbulence in 2018 and the overhanging threat of Latvia being put on a “grey list”
of countries by the Financial Action Task Force, a body that fights financial crime.
Such a listing would have profound consequences on financial transactions and trade.
Reform legislation was passed in June aimed at combatting money laundering and the
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financing of terrorism by reforming the supervisory system. The two top officials at
the supervisory watchdog (the Financial and Capital Market Commission) were given
“golden handshakes”, with new top management being appointed later in the year.
There was discussion about this institution being brought under the auspices of Latvia’s
Central Bank in due course. The role and capacity of financial intelligence activities was
increased. These measures were taken in close cooperation with various international
institutions, such as the European Central Bank, the EU Commission, the IMF, the
OECD and Moneyval. One of Latvia’s required reports to Moneyval was submitted
at the end of August and will be considered in February 2020; the process is likely to
continue until 2023.
Over the course of the year, charges of bribery and money laundering against the
governor of Latvia’s Central Bank, Ilmārs Rimšēvičs, were lodged at court. The
European Court had earlier decided that because of a lack of evidence, his dismissal
from his position in 2018 had been unfair, and thus he was effectively reinstated. His
term of office expired in December 2019. Meanwhile, the liquidation of the bank ABLV,
accused of “institutional money laundering” in 2018, proceeded in a way that ensured
that money of dubious origin was not paid out. A working group of representatives from
25 different countries was established to examine the money-laundering schemes used
by ABLV.
These developments were part of a process to reduce Latvia’s role as a “bridge” between
East and West in the financial sector and as a transit country used by Russia to launder
money of dubious origin, some of which had allegedly been used to finance terrorism.
The new leadership in Latvia has begun prioritizing and tackling this issue with
openness and determination. The security risks surrounding corruption and money
laundering in the financial sector were taken seriously in 2019.

EUROPE’S SAGAS PLAYED OUT IN LATVIA
European parliamentary elections, the appointment of a new Commission and the
ongoing saga of Brexit were some of the items on Europe’s agenda in 2019.
The European elections took place just over half a year after Latvia’s parliamentary
elections. The verdict was crushing for the newcomers – neither “Who owns the state”
nor the “New Conservatives” were elected, whereas “Development/For!” received
one of the eight mandates, as did the long-serving Tatjana Ždanoka from the Union
of Latvia’s Russians. Three of the established parties – New Unity, National Alliance
and Harmony – gained two seats each. Thus the eight seats are shared by five parties,
reflecting the fragmentation of the Saeima.
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Former Prime Minister and EU Commissioner Valdis Dombrovskis was also elected
to the European Parliament, heading up the New Unity list. This gave him the
mandate to offer his continued candidacy for Latvia’s EU commissioner. Would the
ruling coalition allow the smallest party in parliament to also be given this particular
prize? Dombrovskis was objectively the best placed candidate for Latvia, with the
best chance of securing a valuable portfolio. New Unity obtained coalition support
for his nomination, and Dombrovskis was given not only an important portfolio –
“an economy that works for people” – but also the role of one of three “executive vice
presidents” along with Danish and Dutch political heavyweights Margrethe Vestager
and Frans Timmermans. The latter two were both part of the “spitzenkandidat”
process, and their respective liberal and socialist European parliamentary groups
declared them as candidates for Commission president. President Macron was
successful in scuppering that process and getting German Francophile and Defense
Minister Ursula Von der Leyen nominated as Commission president, alongside
Christine Lagarde as the new president of the European Central Bank. The former
mentioned that she wants the new Commission to be “geopolitical”. Dombrovskis’s
affiliation with Von der Leyen’s (and Chancellor Merkel’s) European People’s Party
provided political balance amongst the three executive vice presidents and also offered
some geographic counterbalance.
The negotiating process by which member states’ governments to agree on a
Commission President nominee also provided Latvia with an opportunity to be
politically engaged. Along with his Croatian counterpart, Latvian Prime Minister
Kariņš was given the role of being the coordinator for the European People’s Party in
the negotiations. Presumably he had to do this in close liaison with Germany’s Angela
Merkel, but nevertheless, Latvia was well-profiled in the process.
Kariņš’s role as negotiator for the EPP and Dombrovskis’s appointment to an executive
vice-president role in the Commission were both successful foreign policy achievements
for Latvia in the complex environment of EU power negotiations. At the beginning of
2019, very few people could have anticipated that Latvian politicians would make such
good use of the opportunities presented by changes in EU institutions during the course
of the year. Kariņš’s long tenure in the European Parliament and Dombrovskis’s sound
reputation were clearly important contributing factors in this. Additionally, Latvian
diplomats were allocated plumb positions during the transition to the new Commission
(as Ilze Juhansone became interim EU General Secretary) and on the team of new
Commission President Ursula von der Leyen (where Pēteris Ustubs was appointed chief
diplomatic adviser).
Another opportunity for Latvia to play a decisive role in EU political dynamics came
about at the informal summit of Heads of State and Governments in Sibiu, Romania on
9 May. Through some determined actions, Prime Minister Kariņš approached President
Macron to let him know that Latvia wanted to join the French initiative within the EU
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on climate change – Latvia then joined seven other countries as signatories of a nonpaper to that effect. This came as a positive surprise to the French. Moreover, Latvia’s
decision, according to conversations with French officials thereafter, changed the
dynamics surrounding this initiative. More member states subsequently joined the
initiative based on the move made by Latvia.
This seemingly unimportant step improved Latvia’s standing with France. In view of
President Macron’s emerging leadership role in Europe – given the declining “reign” of
Chancellor Merkel – such a positive development should not be underestimated.
Brexit elicited an unprecedented political and constitutional chaos in the United
Kingdom in 2019. The government kept Latvians in the UK well-informed and advised
on how to deal with various scenarios. All EU countries remained solidly behind
Ireland, the member state most affected by Brexit. Extensions to the Brexit deadline
were agreed.
Overall, Latvia’s foreign policy stayed on top of events in Europe throughout 2019.

US TURMOIL
Changes within top echelons of the US administration, political turmoil within
the country and uncertainties in US foreign policy have continued to unsettle
international relations. US policy towards Russia remains embroiled by issues
raised during Robert Mueller’s investigation into Russian interference in the 2016
presidential election. The investigation was completed and the report was published
over the course of the year. Further controversy arose over President Trump’s
telephone calls with his newly elected Ukrainian counterpart, Volodymyr Zelensky.
This triggered impeachment proceedings in Congress. Meanwhile, Trump had another
meeting with Putin at the Osaka G20 Summit in June. When he attended the G7
meeting in France a couple of months later, President Trump announced that next
year’s meeting in the USA would see a return to the G8, with the presence of Russia
again at the table. Russia’s role in Syria appeared strengthened after the sudden and
seemingly uncoordinated decision by Trump to withdraw troops. These unexpected
events prompted The Economist to headline its front cover “Who can trust Trump’s
America?” (on the 19–25 October edition). These developments were keenly followed
both in Latvia and in the US’s other partner countries.
In contrast, America’s commitment to defending Europe remained undiminished
during 2019, with an armored brigade combat team being deployed on a nine-month
rotating basis. This is supported by the prepositioning of equipment for a second team
that could deploy if a were to arise. US engagement in the Eastern Flank remains solid,
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with plans to deploy a further 1,000 troops to Poland. Washington has doubled its
financial support for its European deterrence initiative to 6.5 billion euros.
Latvia and neighboring NATO countries contribute 2% of GDP towards defense, and
other European NATO countries continue to make efforts on the question of burdensharing and increasing defense budgets. When Latvia’s new US Ambassador Māris
Selga presented his letter of credentials to President Trump in September, the latter
expressed an appreciation of Latvia’s spending 2% of GDP on defense and of Latvia’s
leadership in pressing other NATO allies to meet this goal. He also confirmed that the
US commitment to NATO collective defense and article 5 of the Washington Treaty
remained “ironclad”.
However, the question of the transatlantic link and US engagement in Europe needs to
be considered in the context of the US’s long-term strategy. It seems that the current
administration is continuing Obama’s “pivot to Asia”. This applies, firstly, to China.
China is increasingly edging its way to the top of the agenda, especially vis-a-vis the
Trump administration. Over the course of 2019, the US has engaged in serious trade
disputes with China – although once again, frictions with China over trade issues are
nothing new. Secondly, attempts to deal with North Korea’s nuclear ambitions continue,
though with limited success. President Trump held his second meeting with North
Korean President Kim Jong Un in June 2019, when he became the first US president to
set foot in North Korea.
This can be contrasted with Trump’s last-minute decision to cancel his planned trip to
Poland in September to mark the 80th anniversary of the outbreak of World War 2. There
had been talk about a possible meeting between Trump and the three Baltic presidents
in Poland – a follow-up to their Washington meeting in 2018. The importance of
supporting allies who suffered from Nazi and Soviet atrocities remains crucial,
especially in light of Russia’s increasingly revisionist approach to history. Russian
officials maintain that Poland itself was responsible for the outbreak of World War 2 and
for Germany’s attack on 1 September 1939.

RUSSIA: CREEPING RE-NORMALIZATION
The ongoing war in Eastern Ukraine, Russia’s continuing occupation of Crimea and
the unresolved, Russian-invoked territorial issues in Georgia (and elsewhere) meant
that relations between Russia and its Western partners remained fragile during 2019.
Signs of a creeping re-normalization of relations appeared. These were the result
of Russia doing nothing, but also the result of certain Western countries seeking
opportunities for a “re-set” of relations. France excelled in this regard. Firstly, upon
taking over leadership of the Committee of Ministers of the Council of Europe in
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May, France made it clear that in this 70 th anniversary year it would be appropriate
to allow Russian parliamentarians to return to the organization’s Parliamentary
Assembly (PA) during its June session. Their voting rights had previously been
withdrawn because of the illegal annexation of Crimea and the war in Eastern
Ukraine. In response, their parliamentarians stopped attending PA sessions, and
Russia began withholding membership payments to the Council of Europe budget in
2017, creating a deficit of around 100 million euro. They also threatened to quit the
organization entirely.
These tactics paid off. By a majority vote of the assembly on 25 June, the Russian
delegation was allowed to unconditionally re-join the PA. The Latvian delegation
voted against it, as did all parliamentarians from Ukraine, Estonia, Lithuania and other
countries, as well as the majority of the UK delegation.
This issue has remained a bone of contention amongst Western countries. On the one
hand, a forum for dialogue between Russian and Western parliamentarians has been
restored. On the other hand, principles and values seem to have been thrown out of the
window in the process, and a reward has been offered for doing nothing.
During the summer of 2019, President Macron also took steps to seek a French “re-set”
in relations with Russia. He invited President Putin to his summer residence a week
before hosting a G7 summit in Biarritz, where he mentioned that he favored a return
to the G8, with Russia attending on the basis of the Minsk accords being implemented.
Macron went to great lengths at the annual ambassadors conference at the end of
August to explain that Russia was a part of Europe “from Lisbon to Vladivostok”. He
stressed that he was not naïve about relations with Russia, but that a French “deep state”
should not try to hinder his attempts to revive relations. In the European context, he
talked about concerns that Russia would turn towards China if Europe failed to act.
In early September, he re-instated the 2+2 meeting format between the French and
Russian ministers of foreign affairs and defense. These meetings had been put on hold as
a result of Russia’s aggression against Ukraine in 2104.
Ukraine, quite rightly, remains necessary to resuming a dialogue of value and
returning to business as usual. After Volodymyr Zelensky was elected president, he
reached out in telephone calls to Putin, resulting in an exchange of prisoners and the
release of Ukrainian-held sailors. Further progress on questions arising from Russia’s
military takeover of parts of Ukraine in 2104 were also planned, with the possible
implementation of the so-called “Steinmeier formula”.
The international arena also presented ample opportunities for Russia to renew its
status as a partner with which to be reckoned. At the G20 Summit in Osaka in June,
President Putin reasserted his status on the world stage. He met bilaterally with
10 leaders from participating states, including Presidents Trump and Macron, Prime
Minister May and Chancellor Merkel.
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Dialogue between Russia’s president and his Western counterparts can yield positive
results, as long as a unity of approach prevails and attempts to “divide and conquer”
are rejected. Dialogue should also take place on the basis that NATO’s defense and
deterrence policy remains robust in parallel with any agreements.
On a more regional level, Latvia’s presidency of the Council of the Baltic Sea States,
which includes Russia, provided a focus on practical projects relating, for example,
to climate change, spatial development, cultural heritage and societal security. The
closing meeting in Jūrmala gave Russian Deputy Foreign Minister Alexander Pankin
the opportunity to hold a productive bilateral meeting with Latvian Foreign Minister
Rinkēvičs.
However, Russia’s internal repressions and provocative attempts to re-write history
were openly criticized by Rinkēvičs in August and September. He tweeted about the
brutal repression of peaceful demonstrations in Moscow and wrote that “as long as
Russia continues to re-write history, celebrate the occupation of sovereign states and
justify the acts of the totalitarian regime, as well as continues with aggression against
Ukraine and Georgia, an unprincipled security space ‘from Lisbon to Vladivostok’ is
not possible.”3

STAYIN’ ALIVE
Latvia’s minimal resources were used to maximum effect in Europe. A strong
Commission portfolio was retained by Dombrovskis. Kariņš’s European experience
and position as prime minister has ensured that Latvia has a high-profile and dynamic
role in Europe that has not been previously seen, with the foundations having been
laid by veteran Foreign Minister Rinkēvičs. Latvian diplomats gained high-profile
positions in the Commission. The “icing on the cake” was provided by Levits’s
appointment as president, as he brings with him solid experience as a high-profile
European judge with a clear vision of Latvia’s potential contribution to European and
global developments. The new prime minister and president have both elaborated some
clear policies, with implications for foreign affairs. These developments have probably
increased the confidence and sense of stability and security of Latvia’s population
during 2019.
Nevertheless, “the proof of the pudding is in the eating”. Financial sector reforms need
to be continued. Financial and human resources should not be spared in achieving the
goals set out by Kariņš. Legislative changes enacted over the past couple of years need
to be shown to be working in practice. Proposed reforms to the justice system that allow
speedier and more efficient prosecutions for economic crimes need to be advanced.
Individuals who are successfully prosecuted for stealing from the state need to be
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imprisoned in accordance with prevailing legislation. Their illegally acquired funds
need to be returned to the state’s coffers.
Flesh will need to be put on the “bones” of President Levits’s proposals concerning
Latvia developing into a modern and sustainable country. This could involve focusing
on new, emerging and disruptive technologies such as artificial intelligence.
Consistency and strategic patience will be required in handling both Russia and
America.
President Putin’s policy is unlikely to soften during 2020. It will be imperative to
persuade Latvia’s European partners that policy changes towards Russia can only
take place on a basis of reciprocity. Ukraine’s actions and policies must be a guide
on whether and how policies towards Russia change. Latvia’s approach towards
Russia cannot become more Ukrainian than Ukraine’s approach. The prospect of an
easing of EU sanctions on Russia is likely to grow, which means using the Latvian
president’s, prime minister’s and foreign minister’s capacities to the fullest, so as to
avoid rewarding Russia for doing nothing on its part. Meeting with the nominated
President of the EU Council Charles Michel in Rīga on 15 October, Kariņš already
made a pitch for sanctions to remain in place. Latvia should consider following the
approach taken by Estonian President Kaljulaida, who advocates Estonian dialogue
with Russia because “if we don’t have any contact with Russia, other countries could
say to us: you don’t know or understand anything, you left us the heavy task of talking
with Russia”.4
President Trump will be increasingly focused on winning the 2020 presidential
elections. Latvia should consider ways to make NATO indispensable to the USA,
whilst remaining a reliable ally in NATO by continuing to spend at least 2% of GDP
on defense. Latvia should also continue to focus on American actions that reflect its
position as a staunch upholder of collective defense within NATO, but should factor
in the unconventional approach of the current occupier of the White House. Full
support needs to be offered to the planned 2020 “Defender Europe” exercise, which
has an expected US troop presence of 20,000. Cooperation with the US government on
combatting corruption and cleaning up the financial system also needs to be sustained.
It will be necessary to listen closely to what the new US ambassador to Latvia will say on
these points when he arrives in Rīga.
Geopolitical developments mean that China appears more regularly on the
international agenda, and it will therefore need to be paid greater attention in Latvia’s
foreign and security policy considerations during 2020.
Latvia’s “A Team” needs to remain stable, to consolidate and coordinate its actions, and
to make sure that foreign policy in 2020 brings increased security to the people. In a
rapidly changing and unstable international environment, nothing should be taken
for granted. The UK pop group the Bee Gees in their 1970s song “Stayin’ Alive” said
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“We can try to understand The New York Times’s effect on man”. Latvian foreign policy
will need to understand more than just the NYT effect. It will need to remain alert to
unpredictable events suddenly emerging on the agenda. With an experienced foreign
minister, and a foreign-policy-oriented prime minister and president at the helm, Latvia
can anticipate a foreign policy that will certainly be “stayin’ alive” in 2020.
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The year 2019 has not brought any significant changes in Latvian foreign policy, and it
is difficult to imagine reasons why such a change should occur. As the Annual Report
of the Minister for Foreign Affairs on the accomplishments and further work with respect
to national foreign policy and the European Union 2018 states, the best way for Latvia to
defend its vital interests is to operate in an international environment characterized
by the four following features: a strong European Union (EU), a strong NATO, the
preservation of the current international system, and possibilities for engaging in
regional cooperation that meets its national interests.1 Although there are many
important external factors influencing Latvia’s security and opportunities for economic
development, the first two – a strong EU and a strong NATO – are particularly
important. Fundamental changes in Latvian foreign policy would only take place if the
two pillars of Latvia’s security and prosperity were to stagger, and even then the changes
most probably would not happen overnight. After all, Latvia is one of the countries
that ratified the EU Constitutional Treaty on 2 June 2005, shortly after its rejection
in a referendum in the Netherlands and France.2 Also, Latvia characteristically stayed
on the “right track” during the economic crisis by pursuing austerity policies, and it
constantly refers to the need to “be at the core of the EU” in foreign policy documents.
Staunch support for the EU and NATO is not only a necessity that has been dictated
by the life and experience: it has become a part of Latvia’s foreign policy identity, and
it would require something extreme to happen for things to change in this regard.
Significant changes in Latvian foreign policy can happen because of shifts in the
international order. Hence, this article draws attention to several developments taking
place outside Latvia which might have a significant impact on the country.
In 2019, global attention was focussed on a number of processes that can be
considered undeniably important. The US saw the beginning of the pre-election
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fight in the run-up to the 2020 presidential election. Likewise, the course and the
outcome of the presidential impeachment process will have enormous significance.
Also, events in Syria last year – when the regime of Bashar al-Assad further
strengthened its control over this much-contested country with the help of Russia,
Turkey and Iran – have been of great importance. The focal point of this article,
however, will be on three important issues that have been at focus of international
relations analysts in 2019: the US–China trade war, the Iran-Saudi Arabia conflict,
and protests in Russia and Hong Kong. Interactions between major powers
and their internal political developments are the factors that most influence
international relations. The first issue is about the decoupling of two of the world’s
largest economies. The second concerns the possibility of a military confrontation
between two regional powers with significant military potential. The importance of
international protests, on the other hand, is determined by the fact that the capacity
of states to act in the international environment stems not only from the extent
of their power and their major foreign policy goals, but also from domestic policy
developments – namely, the willingness of the public to support political leaders. If
there is a mess in one’s own backyard, a great deal of effort needs to be dedicated to
stabilizing the domestic situation, thus forcing one to pay relatively less attention to
foreign affairs.

THE US–CHINA TRADE WAR
US–China relations will inevitably be at the core of discussions about developments
in international relations in the decades to come. It is unlikely there will be another
state with enough power at its disposal to outweigh the power of those two states.
Equally unlikely is the possibility that China will collapse economically and by doing
so return the world to a state of unipolarity. Hence, international relations will develop
under conditions of relative bipolarity. China’s growing involvement is, to some extent,
threatening the global order of the United States. This is not the first time in the history
of international relations that the dynamics of an existing and an emerging superpower
threaten to escalate into a conflict that would lead to geopolitical turmoil. A US–China
military confrontation cannot be ruled out; however, the focus now is on escalated
economic relations between the two countries.
The conflict in US–China relations is natural. Both countries face a problem that is
characteristic of situations where the international system has one hegemonic and one
emerging superpower that might overtake the hegemonic one. The emerging (or rising)
superpower believes that the hegemonic one will try to stop its growth, including
through military means if necessary; the hegemonic power, on the other hand, fears the
actions that the rising superpower will take once it reaches and overtakes the hegemonic
34

power. In the case of US–China relations, China fears that the US will try to slow down
its growth and use its alliance network to curb China, while the US fears that China
will try to reshape the US-led international order and dismantle the US’s alliances
after China overtakes its position. Graham T. Allison has referred to this situation as
“Thucydides’ trap”, although the problem faced by the US and China has been known
since time immemorial. 3
In the initial stages of the current rivalry, the US sought to integrate China into the
existing international system, as evidenced by its support for China’s accession to
the World Trade Organization in 2001. The US acted in the hope that China would
accept the rules of the liberal world order, but as the balance of power between the two
countries gradually equalized, the United States’ concerns about China’s possible future
actions intensified, resulting in a worsening security dilemma between the two powers.
The deterioration in relations, alongside the various ways of interpreting the dynamics
of power shifts, also pose problems for other South Asian and East Asian countries that
have relied so far on the US’s continued presence in the region and security assurances.
In the long run, US–China relations will depend on changes in their relative power.
There are radically contrasting views on this issue, as prospects for the future
development of both countries are uncertain. There are three possible scenarios. In the
first scenario, China continues to grow rapidly, overtaking the US first in economic
and then in military terms. In the second scenario, China’s growth stops, and the US
continues to dominate East Asia militarily. In the third scenario, the US and China both
see continued gradual economic growth, and the rivalry between the two countries
continues in the same way as in recent years. In all three scenarios, it is difficult to
imagine that suspicion between them could decrease.
The year 2019 saw an escalation of the trade war the US launched against China. This
process might have two incompatible goals, and the US’s actions point to the fact that
the country is trying to fulfil both. Firstly, America is seeking to establish a more equal
trade relationship with China by reducing its trade deficit and creating better conditions
for US companies looking to access the Chinese market. Secondly, US actions point
to efforts to reduce its interdependence with China – namely, the US could gradually
disengage from China, thereby reducing its economic dependence on the country.
In the face of increasing rivalry, this is a natural step, as economic relations with a
potential adversary can have a negative impact on national security. The two goals
are incompatible, since in the first case the creation of more symmetrical economic
relations may be the basis for closer future interdependence, while in the second
case it is about reducing interdependence, which probably stems from geopolitical
considerations.
It is too early to say whether the US will succeed in forcing China to make concessions
regarding trade and economic issues, but one thing is clear – Donald Trump’s and US
Trade Representative Robert Lighthizer’s initial assumptions that trade wars were
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painless and easy to win have not been confirmed.4 While at the beginning many
considered Trump’s approach to China to be a step in the right direction, 5 in the second
half of 2019 this situation changed. China has not shown a willingness to surrender to
the US’s conditions. Moreover, even if China and the US were to succeed in reaching a
short-term deal to halt the trade war, relations between the two countries are unlikely
to improve significantly. The trade war causes significant losses for both countries, as
US tariffs on Chinese products have risen from 3% to 24% in two years, while Chinese
tariffs on US products have risen to 26%, which is far above the tariffs China sets for
other countries (the average rate is 7%).6 Trump’s announcement in October 2019
about reaching a first-stage agreement with China did not seen much further diplomatic
success, putting both countries in a worse position than before the onset of the trade
war. Although China and the United States want to normalize their economic relations,
they are unlikely to reach a mutual agreement due to a lack of common understanding
about what the major issues are and how they can be resolved.7 Even the initial trade
deal which was achieved by both parties in December 2019 is unlikely to resolve
the most serious concerns that the US has regarding China’s trade practices. A trade
deal may prevent the trade war from escalating further, but it is unlikely to lead to an
improved US–China economic relationship. In this respect, however, the outcome
of the US presidential elections in 2020 will have a significant impact on the future
direction of China–US relations.

IRAN–SAUDI ARABIA CONFLICT
The year 2019 saw an escalation of the conflict between Iran and Saudi Arabia, raising
doubts about the US’s continued involvement in the Middle East. To some extent,
this conflict also affected Latvia – on July 19, Iran detained the tanker Stena Impero,
which belonged to a Swedish company and had a Latvian citizen on board. Following
successful negotiations, Iran released the Latvian citizen in early September along with
part of the crew. However, the conflict between Iran and Saudi Arabia is broader and
includes several episodes in 2019 that can be interpreted as blatant hostilities potentially
capable of triggering a large-scale military conflict in the Middle East.
A number of countries in the Middle East have long been dissatisfied with Iran’s
involvement in the conflicts in Syria and Yemen, and the situation in the Middle
East escalated after the US withdrew from the Joint Comprehensive Plan of Action
(JCPOA) in 2018. JCPOA was a result of several years of negotiations, with an
agreement reached between Iran and the E3/EU+3 countries (France, Germany, the
United Kingdom, the USA, China, and Russia) in 2015. Although Iran complied with
the terms of the agreement, which limited the development of its nuclear programme,
the US unilaterally withdrew from the agreement because it was one of the most
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important pre-election promises made by current US President Donald Trump. Donald
Trump repeatedly referred to the JCPOA as the worst deal8 in world history during
his 2016 election campaign. In addition, the JCPOA strictly separated Iran’s nuclear
programme from other issues created by Iranians (such as support for Shiite Houthis
in the Yemen military conflict, or support for the Hezbollah group). The administration
under US President Donald Trump, however, believes that a new deal with Iran should
be struck – one that would include not only issues related to the nuclear programme,
but others as well. In order to force Iran back to the negotiating table, the US renewed
and strengthened its economic sanctions against the country, seeking to soften Iran’s
position on a number of issues.9 Secondary sanctions hit companies from the EU as well.
Iran reacted swiftly. Over the course of 2019, there were several incidents in other
countries provoked by Iran and groups supported by it. In the summer of 2019, some
tankers were attacked near the Strait of Hormuz. Iran struck down a US military drone,
and US President Donald Trump considered the possibility of military strikes on
Iranian military sites as a response to the action – however, he decided not to do so at
the last minute. Several weeks later, the United States gave a proportionate response by
striking down an Iranian-owned drone. The most serious threat to the fragile security
situation in the Middle East occurred on 14 September, when a large-scale and wellcoordinated attack on Saudi Arabia’s oil infrastructure took place. The Yemeni Houthis
claimed responsibility, but the US said Iran also played an important role in the attack,
which for a short period significantly reduced Saudi oil production. Following the
attack, the US strengthened its military presence in Saudi Arabia. In addition, several
weeks later an Iranian-owned oil tanker was attacked in the Red Sea. At the end of
2019, tensions in the Middle East remain solidly high, with Iran and Saudi Arabia at the
centre of the tension. On the other hand, the threat of war has diminished compared to
the situation immediately following the attacks on Saudi Arabia.
The events of 2019 are somewhat similar to those of 1987-1988, when amidst the
Iranian–Iraq war the so-called “Tanker War” took place, with Iran attacking oil tankers
and the US trying to protect tankers from Iranian attacks. Given the tensions that
have emerged in 2019 and the use of military force in attacks on civilian and military
sites, there is the possibility for a large-scale military conflict to evolve. How real is this
possibility? It is not considered a highly probable scenario at the moment, and there
are three reasons for that. Firstly, it is hard to imagine that Saudi Arabia or any other
country would engage in an open military confrontation with Iran without US support,
and as of autumn 2019 there are no signs that the US would like to escalate the conflict
with Iran. The United States’ primary objectives are related to putting maximum
pressure on Iran to force it back to the negotiating table and to force concessions on
a number of issues important to the US. Iran, however, is not ready to concede and is
putting pressure on several countries in the Middle East. Iran’s strategy so far has
aimed to demonstrate the impact that a large-scale military conflict would have on
the oil market and on US allies in the Middle East. US President Donald Trump and
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Secretary of State Mike Pompeo have both demonstrated in words and in action their
unwillingness to escalate the conflict with Iran. However, efforts to force Iran to comply
with US requirements have not been successful either.10
Secondly, considering that the US does not want a military escalation, other actors
in the Middle East are too weak to be able to defeat their opponents through military
means. Saudi Arabia is one of the highest military spenders in the world, but it has not
been able to influence decisively the outcome of the military conflict in Yemen. The
September attacks on Saudi Arabia’s oil infrastructure also show its failure to act in a
timely manner to prevent this type of aggression. In addition, the US’s October decision
to expand its military presence in Saudi Arabia is a sign more of Saudi Arabia’s weakness
than its strength. Iran’s military capabilities are questionable as well. There is no doubt
that Iran has the means to support its friendly forces in Lebanon and Yemen and to
continue providing assistance to Bashar al-Assad in Syria. Iran has significant influence
in Iraq as well.11 However, economic sanctions continue to affect both Iran as a whole
and its armed forces in particular. It is particularly worth noting the weakness of Iranian
air and naval forces.12 Besides this, Iran also lags far behind its regional competitors in
terms of gross domestic product and military spending, which prevents it from further
increasing its influence in the Middle East.
Thirdly, the countries involved – Iran, Saudi Arabia, and the US – are all reluctant to
acknowledge Iran’s involvement in the attacks, which in turn reduces the likelihood of
military escalation. Although Iran is accused of conducting attacks on Saudi Arabia’s
oil infrastructure, it does not admit its involvement and lets responsibility for the
attack remain ambiguous. As Austin Carson puts it, if the US and Saudis do not want
a military escalation, they may choose to ignore Iran’s behaviour under the pretext
of Iran’s failure to openly acknowledge its involvement.13 This can be beneficial to
all parties involved if they do not want a military confrontation. True, the absence of
a direct military confrontation does not mean that the conflict will be de-escalated.
It could instead create a sense of impunity for Iran, thus increasing the likelihood of
further provocations.

PROTESTS IN RUSSIA AND HONG KONG
In recent years, the world has witnessed a decline in democracy. This is evidenced by
a series of publications discussing an ebb in the democracies of the world.14 Freedom
House in its 2019 report states that democracy has already been in decline for
13 consecutive years.15 Authoritarian states have been relatively successful in delivering
economic growth and have garnered widespread support for their political leaders.
There are quite a few examples of this. Vladimir Putin has been in power in Russia for
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more than 20 years, and public support for the Russian president is still very high. The
Chinese Communist regime under President Xi Jinping has become more repressive,
but political stability, at least for the time being, is not threatened. And these are not the
only countries that have become less democratic, as similar processes are taking place in
Turkey, the Philippines, Brazil and Hungary.
In 2019, however, the recent wave of authoritarianism faced public opposition. In Hong
Kong, public protests began in spring and continued until the autumn. Hong Kong
protests have gathered the highest number of people since the Tiananmen Square
events in 1989, when the government used military force to suppress the protests. At
that time, China had not yet regained sovereignty over Hong Kong. In Russia, right
before the local elections in Moscow in the summer of 2019, there were also largescale protests involving tens of thousands of people. Mass protests have taken place
in Lebanon, Iraq, Chile and Ecuador. In recent years, people have taken to the streets
in France, Romania and Slovakia. There have been mass demonstrations in Britain
protesting against leaving the EU.
Each of these protests had different causes. The protests in Moscow took place as a
response to a decision by the authorities not to allow a number of opposition candidates
to run in the elections. Although the election results generally favoured the “United
Russia” party, the people’s readiness to engage in protests is a sign of dissatisfaction. In
Hong Kong, the cause for public discontent was a bill that, under certain circumstances,
would allow for the extradition of suspected persons to China to face trial. In Ecuador,
protests were triggered by austerity measures from the government and the decision to
eliminate fuel subsidies. The people of Lebanon, meanwhile, took to the streets due to
the government’s intention to tax WhatsApp calls and because of public outrage over
the enormous public sector. Altogether, these protests point to society’s unwillingness
to put up with authoritarianism, corruption, impunity for those in power, and the
solving of economic problems at the expense of the public. Although public protests
have taken place in both democratic and authoritarian states, protests can be most
problematic for undemocratic regimes.
Does the existence of protests in a number of countries suggest that the surge of
authoritarianism could be stopped – and if so, what does that mean for interstate
relations? There is no clear answer to these questions, as national situations differ.
Public protests in France and Britain show people’s willingness to exercise their
democratic rights to express their dissatisfaction with government decisions. In a
democratic regime, protests can lead to changes in government policies or even cause
the fall of the government. However, the fundamental principle of democracy remains
the same – it is up to the people to determine which political forces form the parliament
and the government. Authoritarian regimes, however, perceive public pressure as a
fundamental threat to the political elite and political order. The protests in Hong Kong,
in China’s view, demonstrate a negative example of what can happen when the ideas of
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freedom and democracy advocated by the West corrupt the minds of people. In Russia
as well there is a strong narrative of external interference – namely, that the protesters
represent the interests of other countries rather than the Russian public. The reaction
of the population in other cases has more to do with blaming the government for the
deterioration of the economic situation. The protests in Hong Kong and Moscow show
that those citizens who are willing to defend their rights and freedoms are the ones
living in big cities and having a relatively high level of income and education. However,
it is unclear whether they are able to get the support of the rest of the population (i.e.,
the bulk of Chinese population and the regions of Russia).
Public protests have a dimension of international relations as well. There can be a
difference in opinions as to the causes of protests and the threat they pose to each
country’s political elite, political regime and society at large, but regardless of this they
all point towards internal divisions. Governments then have to make great efforts to
address internal issues, which inevitably raises questions about their ability to engage in
international politics. There is no consensus in the international relations literature on
the balance of power between states, but there is a consensus that international relations
in the coming decades will be characterized by competition between states to a much
greater extent than it has been up to now. Competition will not be even, and Russia
and China will probably be its main driving forces.16 In the face of fiercer competition,
governments, at least to a limited extent, will try to support protests in countries they
consider their competitors, as this could be a way to weaken their rivals. In this respect,
concerns about Russian interference in other countries’ elections and its support for
opposition parties in recent years are probably just the beginning of this kind of activity.
The increased likelihood of external interference will make countries more alert to this
type of threat and will further increase competition and mutual suspicion. The desire of
Hong Kong protesters to secure US support, and criticisms from Russian authorities on
the methods used by the French against the “yellow vest” protesters, will only reinforce
mutual suspicion.
The protests in Hong Kong and Russia might not have far-reaching consequences,
and the wave of authoritarianism might continue, but these protests raise questions
about how powerful and lasting the turn towards authoritarianism might be. Public
protests serve as a reminder that people’s willingness to defend their freedoms and their
willingness to submit to a government’s “firm hand” is contextual and depends on a
wide range of factors. The third wave of democracy turned out to be transient, and the
shift towards authoritarianism might be temporary, too. The only question is whether
2019 will indeed be the year that the world remembers as the moment it turned away
from authoritarianism.
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CONCLUSIONS
When looking at world events in 2019 and thinking about recommendations for
decision-makers, it should be borne in mind that Latvia is a small country, so its
ability to influence global processes is limited. Latvia cannot significantly influence
the US–China trade war, cannot resolve conflicts in the Middle East and cannot
return the world to a path of democracy. All these events, however, affect Latvia in
one way or another; hence, it is worth considering Latvia’s interests concerning the
issues dealt with in this article.
The simplest task in this regard is probably to articulate Latvia’s interests in terms of
the risk of escalated conflicts in the Middle East. It is self-evident that it is in Latvia’s
interests to strengthen a global order in which international conflicts are resolved
peacefully. If this scenario is impossible, then Latvia’s most important task is to
maintain US military involvement in the security landscape of Europe, and the Baltic
region in particular. Should a large-scale military conflict emerge in the Middle East,
it would be in Latvia’s interests to minimize US involvement in this conflict. This
certainly will not be an issue where Latvia could exert direct influence. However, major
US military involvement in the current Middle East military confrontation would be
highly disadvantageous for Latvia and many other European countries.
The US-China trade war is also a problem that will definitely affect Latvia, and is
a situation that Latvia is unable to influence in return. Meanwhile, Latvia needs to
have a discussion about the various side effects of interdependence. One can view
interdependence as a rather positive development. However, an opinion that is gaining
more and more plausibility these days is that interdependent relations can significantly
undermine national autonomy, while increasing the influence of unfriendly states on
important decisions.17 It is particularly worth considering the China–US trade war from
this perspective. For Latvia (and possibly the world), the best solution to this conflict
would be to establish a more balanced trade relationship between the two great powers
and usher in a return of low tariffs. At the same time, however, it is necessary to critically
examine those aspects of interdependence that might have a negative impact on
national security. The ongoing trade conflicts offer an opportunity to break away from
the aspects of mutual economic interdependence that create unilateral dependency and
create the preconditions for large and unfriendly countries to influence Latvia.
Finally, the most difficult task for Latvia might be formulating its position vis-à-vis the
protests in China, Russia and elsewhere. Is Latvia obliged to express its opinion in such
cases? If so, what should Latvia’s opinion be? When answering these questions, one
should bear in mind that Latvia’s people have also experienced a similar situation –
there was an explosion of political participation during the period of the National
Awakening, with tens and even hundreds of thousands of people gathering at political
events in the hope that their voices would be heard. The Soviet regime, known for the
use of repressive methods throughout its existence, collapsed without widespread
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retaliation against the protesters. Yet there are political elites in many parts of the world
that do not intend to surrender to protesters. Occasionally, protesters themselves create
mass disorder and even resort to violence. There are cases where the use of repressive
methods against protesters is unjustified, but sometimes it may be necessary. Moreover,
even if there are a large number of protesters, this does not mean that they represent the
majority of the public or that they are right. People protesting against the existing order
often gain sympathy. If that order is repressive, sympathy can grow into admiration
and a willingness to help. However, “help” means interfering with the internal affairs of
other sovereign states, and that can result in potentially unpredictable consequences.
When demonstrating solidarity with people in other countries, the first reaction
should be conservative, at least until the facts have been clarified, the position has been
formulated, and other countries have been consulted. Given the protests happening
in various parts of the world in recent years, one can assume that Latvia will have to
formulate its position on similar issues in the future.
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The year 2019 is of particular importance to Latvia. Thirty years have passed since
the fall of the Berlin Wall, which gave Latvia the opportunity to return to the family
of Western nations, and fifteen years have passed since Latvia became a member
state of its most prosperous group, the European Union (EU). After having been a
new and inexperienced member state, Latvia has now become an equal partner in the
development of EU policy, and increasingly in its thinking and policy implementation
as well. A striking confirmation of this is the course on which Latvia set out in 2019 –
working on a more ambitious policy for reducing climate change, joining a string of EU
member states in demands for EU climate neutrality by 2050, and calling for those goals
to be given higher priority at the EU level.
The EU has been operating on the wait-and-see principle in 2019. Several expected
events that were predicted to have a far-reaching effect on the EU’s further
development did not take place, or took place on a less dramatic scale than predicted.
For example, the withdrawal of Great Britain from the EU did not happen, but
neither was a step taken in the other direction, towards EU enlargement, by offering
to commence discussions on joining the EU with candidate nations Albania and
North Macedonia. Similarly, populists and extreme right forces were unable to
get an influential number of seats in the European Parliament (EP). Even though
people’s dissatisfaction with the traditional parties in power continues to be high, it
can be seen that the niche which the forces of the radical right have been trying to fill
up to this point is now being addressed by other players as well – that is, liberals and
green-thinking political parties. A mini renaissance of democratic and liberal values,
which had been convincingly expressed through higher voter activity in EP elections
since the 1990s, does cast a shadow on the selection process for the EU’s highest
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officials. Although there were widespread pre-election debates in which the leading
candidates of all EU-level political forces took part, none of the participants thereof
were appointed to any positions, with decision-making taking place behind closed
doors.
Overall, the year 2019 can be viewed as a battle for a place at the steering wheel. This
is seen in Great Britain’s internal political and civic fragmentation, division between
EU member states on the question of enlargement, the ideologically opposing choices
made in elections by EU citizens, and even the phenomenon of Greta Thunberg in
climate policy. In actual fact, these are signs of searching for a direction in which to
proceed and people to whom the leadership of the process should be entrusted. Bearing
in mind Latvia’s interest in a unified, stable and powerful EU, this article will be looking
at, firstly, the internally conflicting process of Great Britain’s withdrawal from the EU
alongside delays in the decision about EU enlargement; secondly, the elections that took
place in the EU, including the EP elections in 2019, and their results; and thirdly, the
steps taken by Latvia in shaping the EU’s climate policy. Several recommendations for
further action will be provided in the conclusion.

COMPLEX CALCULATION: 28-1+2=?
The process of Great Britain’s withdrawal from the EU continued in 2019, torn
by internal political contradictions. In the first British parliamentary vote on the
Withdrawal Agreement, Great Britain’s Prime Minister Theresa May experienced a
historically unprecedented defeat, with 432 members voting against the agreement
and only 202 voting in favour, despite receiving a clarifying letter from European
Commission (EC) President Jean-Claude Juncker and European Council President
Donald Tusk about the contentious interim Protocol for Northern Ireland.1
Voting against the agreement were 118 Conservative Party members, as well as all
10 government-supporting members of the Northern Ireland Democratic Unionist
Party (DUP). This was followed by a string of proposals and votes on various scenarios
for further action, including the rejection of a no-deal withdrawal and an extension of
the withdrawal term. After two more unsuccessful attempts to confirm the Withdrawal
Agreement in British Parliament, May announced in May that she was stepping down
from her position.2 Voting within the Conservative Party revealed that former British
Foreign Minister and London Mayor Boris Johnson received the support of a majority
of party members, gaining 92,153 (or 66.4%) of votes from members taking part (this
was twice as many as his rival, Jeremy Hunt, the foreign minister at the time). 3 On
24 July, Johnson became the British Prime Minister. As opposed to May, who had voted
against the withdrawal of Great Britain from the EU in the 2016 referendum but had
implemented the will of the people by scrupulously following its results – but doing so

in a way that would not breach Great Britain’s red line on the interim Protocol for
Northern Ireland, Great Britain’s territorial integrity, or its right to sign international
trade agreements and regulate the flow of immigrants – Johnson has approached the
withdrawal process with real fervour and considers withdrawal of itself to be the only
red line. Namely, Johnson has stood up for the implementation of Brexit by the end of
the second extended term on 31 October, come what may, 4 including supporting a nodeal withdrawal if it is impossible to achieve the support of parliament during the preelection campaign or through his position of prime minister. Johnson has not hesitated
to expel opponents of the no-deal scenario from the ranks of the conservatives, and he
has managed to suspend the operations of parliament for the unhampered advancement
of the withdrawal process, which the Supreme Court of the United Kingdom declared
to be illegal. The British Parliament, observing Johnson’s persistence, at the suggestion
of the opposition decided to block a no-deal Brexit, and it placed an obligation on the
prime minister to seek an extension of the EU withdrawal process if it was unable
to achieve agreement on the Withdrawal Agreement by 31 October, prior to the
suspension of parliament. Following Johnson’s initiative, the European Council agreed
on changes to the Withdrawal Agreement on 17 October, as a result of which the
contentious interim Protocol on Northern Ireland was withdrawn and a provision was
introduced in its place to the effect that Great Britain would pull out of the EU Customs
Union while Northern Ireland would continue to operate in the single market, thereby
becoming an entry point for the EU Customs Union as well. This agreement prescribes
that border and goods control be located on the Irish Sea, thus resolving the so-called
issue of a “hard border” between Ireland and Northern Ireland. In essence, Johnson
has agreed to changes that May dismissed when she said that “no United Kingdom
prime minister could ever agree to it”5 due to the risk it posed to Great Britain’s
territorial integrity. Despite opposition to the proposed solution from Johnson’s
collaboration partner, the Northern Ireland-based DUP, the agreement received the
approval of a majority of members on 22 October, with 329 members voting in favour
and 299 against.6 But, at the same time, the parliament voted against proceeding
with haste – Johnson had planned to pass the required legislation to implement the
agreement in three days, including provisions on the practical implementation of
Northern Ireland remaining in the single market while creating customs controls in the
sea between Great Britain and Northern Ireland.7 As a consequence, the opportunity to
implement the withdrawal by 31 October became unrealistic, and Johnson was forced to
ask the EU to extend the Brexit term, despite his personally expressed disinclination to
do this in a letter to EU leaders. As a result, the date for Great Britain’s withdrawal was
extended for the third time,8 now to 31 January 2020.
Great Britain is not the only country, however, that has received an extension on a
term from the EU. North Macedonia and Albania received this twice in 2019, both
of them in relation to the commencement of accession discussions. Namely, EU
leaders agreed in the European Council to defer the commencement of accession
discussions with the two abovementioned countries on 20 June and on 17 October,9
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despite recommendations provided by the EC and the EU high representative,10
and despite reforms carried out by the nations. This included North Macedonia’s
resolution of the almost 30-year-long dispute with Greece about its name.11 The
greatest objections to the commencement of accession discussions were raised by
France, which emphasized that the two candidate nations – and the EU itself – were
not ready for enlargement. Denmark and the Netherlands objected to the admission
of Albania. A return to the issue is planned prior to the EU-Western Balkans Summit
in Zagreb in May 2020. This decision has led to frustration amongst political elites
and in the society of both countries, leading to speculation on the growing influence
of other players in the region – like Russia, China and Turkey, for example – as well as
an outbreak of potential ethnic conflict in the countries of the Western Balkans. North
Macedonian Prime Minister Zoran Zaev has already called for snap elections in April
2020,12 whereas Albanian Prime Minister Edi Rama has invited the EU to keep its
promises so that it does not damage trust.13 The decision of the European Council has
been condemned by some of its participants, including European Council President
Tusk and German Chancellor Angela Merkel, the European Commission’s outgoing
President Jean-Claude Juncker and the incoming President Ursula von der Leyen,
as well as Enlargement Commissioner Johannes Hahn. Latvian officials, too, have
expressed bitterness about the European Council’s decision. Prime Minister Krišjānis
Kariņš in particular has pointed out that during the period of Brexit, it is important
that “we open the door”,14 whilst Foreign Minister Edgars Rinkēvičs has called the
decision a mistake that results in the EU losing an opportunity to influence processes
in the region.15
In this way, the future of both processes – Great Britain’s withdrawal from the EU, as
well as the accession of North Macedonia and Albania to the EU – is unclear. Unable
to carry out his promise of withdrawing Great Britain from the EU by 31 October,
Johnson gained the support of parliament to hold a snap election on 12 December 2019.
Its results will, to a large degree, determine the further direction of the withdrawal
process. However, without a distinct majority of supporters or opponents in the British
Parliament or in society for Great Britain’s withdrawal from the EU, predictions are
cautious on the future of the process. All scenarios are open: withdrawal from the EU
by 31 January 2019, with a hasty adoption of the legislation necessary to implement
the agreement achieved by Johnson with the EU (the Conservative Party’s plan);
discussions with the EU about a new agreement with the goal of remaining in the EU
Customs Union and partly also in the single market, as well as a referendum about this
type of agreement or about remaining in the EU (the Labour Party’s plan); cancellation
of the withdrawal process or a new referendum (the Liberal Democrats Party’s plan); or
withdrawal from the EU without an agreement (the Brexit Party’s plan).16 The possible
scenarios for EU enlargement may be fewer, but they are not clearer. In the case of a
positive scenario, a decision on the commencement of accession discussions would be
made prior to the EU-Western Balkans Summit in Zagreb, but, to convince France to
support it, EU leaders may, possibly, have to give in to France’s demands in the coming
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EU multi-year budget – for example, on increasing the total scope of the budget. Up
until then, a clear and powerful signal must be sent to the people of North Macedonia
about the fact that a decision will be made at Zagreb, so that the transatlantic
perspective does not suffer a defeat in the snap election. It cannot be denied that the
deferment of the EU accession discussions has seriously impaired the EU’s credibility
and increased the weight of other players in the region. For example, EU candidate
nation Serbia signed a trade agreement with the Eurasian Economic Community,
headed by Russia, shortly before the October decision; in a similar way, Serbia is not
implementing the EU’s sanctions against Russia and is cooperating with Russia in the
military area.17 In this context, the decisions made by the EU are sending conflicting
signals to existing and potential candidate nations and other players interested in the
region. Unfortunately, these are not the most strategic decisions.

RASH PROMISES
Competition between traditional and populistic political parties continued in both
European and national elections in 2019. From 23–26 May 2019, EU citizens headed
to the polling booths to elect a new EP, still consisting of 751 members due to the
extension provided to Great Britain for its withdrawal process. The largest number
of people since 1994 took part in the elections – 50.6% of EU citizens. The almost
10% increase since the 2014 elections can specifically be explained by the increase of
participation by young people (those younger than 25 years and those 25–39 years
old).18 In Latvia, fewer people took part in the EP elections than the EU average – 33.5%
of eligible voters, a number that had grown by 3% since the previous elections.19
As a result of the elections, the traditional players, the European People’s Party (EPP)
and the Progressive Alliance of Socialists and Democrats (S&D), have lost most in the
EP, having gained 182 and 154 places, respectively20 – this is 39 and 37 members fewer
than they won in the 2014 elections. The EPP suffered its greatest losses in Germany,
Italy, France and Spain, whereas, the S&D lost the most in Germany, Italy, France
and Great Britain. 21 Overall, the representation of both political forces has fallen from
412 members in the EP in 2014 to 336 members, and they will, consequently, be forced
to look for allies when decision-making, which could slow down the decision-making
process. But despite the pre-election activity, predictions about a convincing victory
by eurosceptic and radically inclined forces did not eventuate in the election results. 22
Identity and Democracy (ID), a follower of the EP’s extreme-right Europe of Nations
and Freedom political group, will take only 73 places of 751 in the EP. The majority
of the group is made up of Italy’s Northern League, France’s National Rally and
Germany’s Alternative for Germany, with 28, 20 and 11 places respectively; Austria,
Belgium, the Czech Republic, Denmark, Estonia and Finland are also represented,
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with a few members in the right-wing populist party group. For the record, it should
be mentioned that eurosceptics and the right’s populistic forces are also represented in
other EP political groups. For example, Hungary’s Fidesz continues to be a participant
in the EPP political group (with 12 members from 182), whereas Poland’s Law and
Justice forms the largest faction in the European Conservatives and Reformists
(ECR) political group (with 27 members of 62). The eurosceptic British Brexit Party
(with 29 members) has not, for understandable reasons, joined any EP political group.
Consequently, the EP can be said to have a total of 141 right-wing populist members,
comprising almost 19%23 of the EP. Even though this proportion is relatively high,
however, quite a high level of division can be observed in the views and priorities of
these elected political forces, and any future coordinated activity by them in the EP,
therefore, is doubtful.
Surprisingly, it is not the right-wing and eurosceptical populists who have taken away
votes from the traditional parties that hold power in the EP. Instead, liberal democratic
forces and those advocating a green lifestyle have made positive gains in the elections.
A proportionally large number of votes have been delivered to the liberals in countries
like France, Great Britain and Romania, while Northern European and Western
European voters have voted for greens, especially in Germany, where the Green
Party gained 20% of the votes.24 As a result, the Renew Europe (RE) political group,
which unifies liberal-minded forces and those focussed on closer EU integration,
have become the third-largest political group in the EP with 108 seats. The group
is a follower of the Alliance of Liberals and Democrats for Europe (ALDE), which
was formed as a joint effort by ALDE leader Guy Verhofstadt and French President
Emmanuel Macron. The Greens/European Free Alliance (Greens/EFA) group has
also had comparatively good results, gaining 74 places (24 more than in 2014 and one
more than ID). The ECR, meanwhile, has lost 15 places due to a poor showing by Great
Britain’s Conservative Party in the elections. As a result, their representation in the
EP has decreased from 77 to 62 members, and they can be counted among the losers.
Left-wing radical representatives have lost out too – the European United Left/Nordic
Green Left alliance has lost 11 seats, obtaining 41 mandates in the EP. It should be
noted that the overall increasing popularity of green and liberal forces can be observed
throughout Western Europe, while traditional and national conservative forces tend to
dominate in Central and Eastern Europe. The election results in Latvia, which elects
eight members to the EP, reflects this tendency: two members come from New Unity,
two from Harmony, two from the National Alliance, one from Development/For!
and one from the Latvian Russian Union. The New Conservative Party and the Who
Owns the State? political party, which received a lot of support from voters in the 2018
Saeima elections, did not receive a place in the EP, which may show the mood of voters
in relation to those parties’ inability to work constructively and fulfil their promises.
Among these was the inability of prime ministerial candidates from both parties to
form a government in the autumn of 2018. As a result of the EP elections, Latvia has
two members in each of the biggest EP groups – the EPP and S&D – as well as two in
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the comparatively small ECR group, but the RE and the Greens/EFA groups only have
one member each. Latvia’s representation in the latter should be treated with caution,
as Latvian member Tatjana Ždanoka has proven herself to be a defender of Russian
speakers’ rights, not a defender of the environment.
The comparatively high voter activity is a positive signal for EU democratization.
The assumption can be made that a large proportion of voters were prompted to
attend the elections due to the Brexit experience. Namely, having observed the large
influence that radical forces can gain in the EP if traditionally minded voters stay
home, voter mobilization in the elections has, possibly, served as a deciding factor
in the reduction of the prospects of right-wing populist forces. At the same time,
it can be observed that the number of EU citizens who believe in their influence
has increased – prior to the 2019 EP elections, 49% of EU residents believed that
their vote had significance in the EU, 25 whereas prior to the 2014 EP elections this
number was only 29%;26 this has, possibly, served as a stimulus for participation in
the implementation of democracy at the EU level. And the opposite – the relatively
low belief of Latvian residents in their influence on the EU (at 26% and 15%
respectively) – can also partly explain low voter activity in Latvia. It would be in
the interests of the EU to utilize this increase in the activity of residents, firstly, by
thinking about transparent decision-making processes and involving citizens in the
EU decision-making process, and secondly, by listening to the concerns expressed
by citizens and finding solutions to them. In relation to the first, there seemed to
be a “fly in the ointment” regarding the post-election selection process for EU high
officials, such as the presidents of the EC, European Council and EP, as well as the
high representative for foreign affairs and security policy. None of the so-called
leading candidates who took part in the pre-election debates for the position of EC
president, or for other high EU positions, were appointed. The decision-making
process took place behind closed doors, and information about the candidates
who were confirmed – Ursula von der Leyen (EC president), David Sassoli (EP
president), Charles Michel (European Council president) and Josep Borrell (high
representative) – was not previously available to EU residents. Having come into
contact with other candidates in the pre-election process and having possibly made
their choices based on the political views of these candidates, a portion of EU
citizens may feel frustrated by the EU political process, which they feel they are
unable to influence. It should be noted as well that none of the high offices ended
up with representatives from Central and Eastern Europe, and consequently, the new
EU leaders will have an even greater burden to prove their neutrality in representing
the interests of all EU member states and citizens.
The EC’s 13 president, Ursula von der Leyen, who was elected to her position with
the votes of 383 EP members in favour and 327 votes against, has already come
out with an ambitious and comparatively more social agenda than the previous one,
promising to take action toward the eradication of social inequality, reducing climate
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change and preserving the European way of life.27 Special attention in von der Leyen’s
agenda is focussed on ensuring gender balance, starting with the provision for equal
numbers of male and female commissioners in the EC. An important role is planned
for Latvia’s European Commissioner Valdis Dombrovskis in the achievement of
priorities for reducing inequality; he has been nominated for a position as an EU
executive vice president with the “Economy That Works for People” portfolio, with
the goal of combining the social dimension and the market dimension of the economy.
An important role in von der Leyen’s plans is given to dialogue with residents; she
has already invited EU citizens to participate in the “Conference on the Future
of Europe”, which will commence in 2020 and will last for two years.28 However,
debates with residents about the future of the EU have already been taking place since
at least 2005, when the Treaty establishing a Constitution for Europe project was
rejected in referendums in France and the Netherlands. As a consequence, debate
critics emphasized that, on the one hand, the results should be made binding on EU
institutions, but a possibly more important task after consultations would be to provide
citizens with feedback, so that the discussions do not end up going nowhere – otherwise
this strengthens the feeling that the EU is a distant, unresponsive organization that is
beyond the control of citizens.29
In addition to the European elections in 2019, parliamentary elections took place in
Estonia, Finland, Belgium, Denmark, Greece, Portugal and Poland, and presidential
elections took place in Latvia, Lithuania, Slovakia and Romania. Overall, the year
has been marked by the victories, but also by the losses, of some populist parties in
national elections in EU member states. This provides evidence that populists are
facing the same challenges as the traditional parties in power, and that the only key
to success in elections is not promises but work that has already been completed.
Specifically, the ability to resolve social security issues was mentioned as the main
factor in the previous success in the October elections of the Law and Justice Party,
the Polish ruling party, which collected a record number of votes and gained a
majority of seats in the Polish parliament’s lower house, the Sejma. 30 The voters also
highly valued the humane attitude of party representatives towards common people,
which contrasts with the previously prevailing feeling towards second-class people
and which allowed people to regain their self-respect and the feeling that they were
also being looked after. 31 Despite its achievements, the ruling party has to take the
opposition into account in its everyday work, as it was not able to gain a majority in
the Senate, the upper house of parliament. Even though the Senate does not have the
right to block decisions, it can substantially extend the period of time needed for a law
to be adopted – for example, this could be seen in delaying the passage of conflicting
initiatives on reforms for the courts or the media. The Polish presidential elections in
2020 will be crucial for the ruling party, as the president has the right to veto decisions
made by the parliament; however, three-fifths of parliamentary members can revoke
this. 32 Law and Justice currently has 235 of the required 276 votes in parliament. As
a consequence, the party could encounter problems in its planned agenda – including
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the further passage of reforms restricting the rule of law, which have been criticized
by the EU – if the next president elected in direct elections is not the ruling party’s
candidate.
Populism has not disappeared in Latvia’s northern neighbour Estonia either,
as the third-largest number of votes (17.8%) in the March elections was gained
by a “nationalistic, xenophobic, anti-liberal and Eurosceptic”33 party called the
Conservative People’s Party of Estonia (EKRE). That the party ended up in the
government formed by the Centre Party was a surprise for many, and garnered open
criticism of Estonia’s President Kersti Kaljulaid. The party has already managed
to rock the Estonian political environment, with scandalous proposals such as its
announcement about withdrawing the visa-free regime for Ukrainians. 34 Radicals from
the right have been able to gain noticeable dominance in regional elections in several
countries – for example, this has happened in Germany’s Federal State of Thuringia 35
and in Italy’s Umbria Region. 36 But populists in Europe have also managed to lose
their leading positions. After Italian Interior Minister Matteo Salvini’s unsuccessful
manoeuvre in calling for a vote of confidence in Prime Minister Giuseppe Conte and
snap elections, the Northern League is now no longer a part of the ruling coalition. 37
In Austria, the radical right Freedom Party lost supporters in the so-called “Ibiza-gate”
scandal, and most likely it will not be part of the new government. The formation of
government has been entrusted to the leader of the current government, the electionwinning conservative People’s Party leader Sebastian Kurz. The Green Party, which
had unprecedented success by gaining 14% of votes in the September elections (at
the elections two years ago, it did not get into parliament), has been mentioned as a
possible coalition partner. 38 Hungary’s Fidesz also suffered a shock, losing to the
opposition in a battle for the mayoral position in Budapest and in several other
Hungarian cities. 39 Romania, after a vote of no confidence in the Social Democratic
government that tried to curtail the judicial system, has a new pro-European and
liberally oriented government headed by National Liberal Party leader Ludovic
Orban.40 The people of Slovakia also handed victory to the liberal Progressive Slovakia
Party’s Zuzana Čaputová in the nation’s presidential elections.41 Huge surprises were
not expected in the Latvian and Lithuanian presidential elections, with the nations’
leaders becoming, respectively, the lawyer, Latvian Awakening Movement member
and long-standing EU Court judge Egīls Levits and the financier, perennial Lithuanian
SEB Bank councillor and chief economist Gitanas Nausėda.
There will be parliamentary elections in Croatia, Lithuania, Romania and Slovakia
in 2020, presidential elections in Greece, Croatia and Poland, and local government
elections in France and Great Britain. Only time will tell who the voters will favour
in these elections. However, a trend is currently appearing: if there have been no
significant improvements in the welfare of citizens, then the fortunes of populist parties
in countries with a long-term presence of populists are similar to those of the traditional
parties in power. In countries where populist parties have listened to the people and
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have undertaken favourable reforms, they have the prospect of remaining in power. In
today’s changing environment, it could be argued that decreasing numbers of citizens
have a stable sense of belonging and loyalty to political parties; this changes where
a party does not react to voter concerns, as citizens then vote for parties and leaders
who promise to reduce growing inequality and offer a sense of security. As a result,
the ideological spectrum of elected parties is broad, often leading to a fragmented
parliament and difficulties in forming government. There has been an obvious growth
in green parties in the EU, and this phenomenon can be explained by the increasing
awareness that climate change is real and that it will cause an inevitable change in the
future, and this is bolstered by the fact that more than 30% of Europeans are younger
than 30 years of age42 and will be the ones living with the consequences caused by
climate change. It is specifically the increasing activity of younger people in elections
that could explain the comparatively high popularity of green parties in EP elections;
the activity of young people in national elections could potentially strengthen this trend
in the future.

SEARCHING FOR A “GOLDEN OPPORTUNITY”
Latvian politics has also become greener in 2019. Latvia has taken a courageous step,
moving from being a passive observer to becoming an ambitious defender of the EU’s
climate policy. Namely, during the informal meeting of EU leaders on 10 May 2019
in Sibiu, Romania, Latvian Prime Minister Kariņš added his voice to the invitation
of Belgium, Denmark, France, Luxembourg, the Netherlands, Portugal, Spain and
Sweden to introduce a much more ambitious policy to reduce climate change.43 In
June, the Latvia supported a goal promoted by the EC in the European Council44 for
the EU to become a climate-neutral community of nations by 2050. Latvia’s national
position, which had been approved prior to this, is that Latvia must use technological
and circular-economy solutions to effectively utilize its resources, protecting nature
and the environment in this way.45 Kariņš has emphasized several times that climate
change is a golden opportunity for the development of Latvia’s national economy,
and that “this position is the first which confirms a fundamental change in thinking”.
In October, Latvia’s Minister for the Environment and Regional Development Juris
Pūce, together with the ministers for the environment from Denmark, France,
Luxembourg, the Netherlands, Portugal, Spain and Sweden, sent a letter46 to
Executive Vice President-Designate of the EC Frans Timmermans, who will be
responsible for the so called European Green Deal, calling for an agreement by the end
of the year on limiting global warming to 1.5°C above the pre-industrial level, and in
the interests of this goal, to reduce greenhouse-effect gas emissions created by the EU
by 55% compared to the 1990 level by 2030, as well as to reach EU climate-neutrality
by 2050. The letter emphasizes the benefits that this approach would provide for the
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modernization and growth of the EU economy and jobs, and it underlines the role of
the EU’s multi-year budget in introducing climate change-change reducing activities.
A common understanding about the need to reduce the impact of climate change
was also achieved between the environment ministers of the Baltic States, with the
signing of a joint declaration on the fight against climate change. This took place
despite Estonia’s objections to the climate-neutrality goal proposed by the EC in June
to the European Council.47 A change in the rhetoric surrounding climate change can
also be observed in foreign policy, where climate change is emphasized as one of the
main challenges in Latvia’s foreign policy;48 in the same way, a reduction in the impact
of climate change has become a theme that is being discussed increasingly more
actively in the Baltic and Nordic countries’ cooperation formats.49
Climate change reduction measures really could be an opportunity for development
for the EU and Latvia. Even though the EU has been creating policies on the reduction
of climate change for at least 30 years now, climate change adaptation is currently
experiencing a repeated renaissance. Climate change is a priority for both the new EC
President von der Leyen and EP President Sassoli. It is viewed as a threat to the EU’s
residents and its territory in the EU Global Strategy50 and it is a component of the
EU’s European Council. A New Strategic Agenda 2019–2024, 51 and goals to reduce it are
interwoven through EU policy implementation in the coming EU multi-year budget. 52
Climate change adaptation will also be a priority in the EU’s coming “Horizon Europe”
research and innovation programme, and as a part of this four of the five research and
innovation missions themselves will be focussed on restricting climate change. 53
Despite the withdrawal of a major polluter, the US, from the Paris Agreement and its
refusal to assume global obligations on the reduction of emissions, the EU is determined
to assume global leadership on reducing climate change. The activities of member
states are crucial in implementing the EU’s ambitions, and consequently, the decision
by Latvia’s political elite is a step in the right direction. How large of a step Latvia
takes, not just in words, but in deeds, will be shown by discussions in the run up to the
2020 United Nations Climate Summit in Glasgow, Great Britain, where agreements
on specific plans and binding national goals from 2020 are planned for reducing SEG
emissions in the coming decade.
The support and involvement of the people will be decisive in reducing climate change
on the practical level. The popularity of green parties in Europe reveals a renaissance
of the climate issue in the consciousness of citizens. To a large degree, we should be
grateful to the young Swedish environmental activist Greta Thunberg for this, as she has
been able to stir the waters and gather the support of millions of followers throughout
the world. On average, 23% of people in the EU consider climate change to be a global
problem, 54 and this indicator has increased by 8% since 2015, 55 when an agreement
was reached on the Paris Agreement. In Latvia, only 11% of residents consider climate
change to be a serious global problem; this is the second lowest indicator in the EU
after Bulgaria. 56 But this proportion has increased by 4%57 (1% per year, on average)
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since 2015, which indicates that perceptions about the importance of reducing climate
change is slowly increasing in Latvian society. It would be in Latvia’s interests not to let
this moment pass, climate changes adaptation and climate change reduction measures
are on the top of the EU’s agenda. Greater funding is also being planned for it in the
EU’s multi-year budget, and this golden opportunity for introducing innovations and
a circular economy, as well as consolidating the involvement of the political elite and
society, should be used.

CONCLUSIONS AND RECOMMENDATIONS
In 2019, the EU continued to encounter challenges that were created by the mutually
incompatible desires to be open, on the one hand, and to be protectionist, on the other.
Great Britain’s political elite, in its search for a version of the Withdrawal Agreement
that is most suitable for Great Britain’s red lines, and EU institutions and member states’
leadership, in deciding on further EU enlargement, have had to steer between these
poles. Which of the political forces will be steering the EC will be more obvious in 2020
and the following years of this EC convocation, but it is clear that it will no longer be
driven by the tandem of the EPP and S&D. An increasing role in the EP will be played
by the liberal and green-minded members; eurosceptics and right-wing radical forces
will also have to be taken into account. Young people have taken the climate policy
agenda into their hands, and in making an appeal for their future prospects, they are
demanding a discontinuation of the indecisive and stagnating attitude toward the
reduction of climate change. Latvia has made progress on this issue this year, and the
EU’s new leaders look to be full of determination.
In 2020, the search for balance between defenders of a liberal and responsible world
order and those favouring protectionism and national primacy will most likely
continue. In addition to economic security, EU residents are worrying increasingly
about physical and social security as a consequence of the threats of increasing
terrorism and immigration, as well as of an ageing population and an increase
in social inequality. A unified, stable and powerful EU, both internally as well as
beyond its borders, is in Latvia’s interests, which is why I will be offering several
recommendations for further consideration at the conclusion of this article. Firstly,
Great Britain’s withdrawal from the EU, although tiresome, may not yet be over.
Despite the negative effect of the process, both on the British economy as well as
hypothetically on its territorial integrity and public image, it has, paradoxically, also
had a positive influence on EU unity and civic activity. Namely, Brexit has highlighted
the unpleasant consequences of what can happen to a nation that uncritically follows
populist promises – this has, in turn, mobilized EU member states and society.
An orderly and agreement-based withdrawal from the EU by Great Britain is in
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the interests of the EU, and as a consequence the EU does not have any reason not
to extend the withdrawal term if Great Britain is unable to ratify the Withdrawal
Agreement by 31 January 2020. Great Britain’s experience shows that withdrawal,
just like accession to the EU, is an extended and many-faceted process, and a nation
should only withdraw from the EU if it is truly ready. Great Britain’s internal political
division does not currently provide evidence of this. Secondly, opportunities should be
given to nations that are ready to join the EU, thus fulfilling the promises that were
made and maintaining the EU’s image as a trustworthy partner. The EU’s vacillation in
commencing accession discussions with Albania and North Macedonia is decreasing
the EU’s credibility in the eyes of nations in the Western Balkan region, thereby
weakening the EU’s influence as a global player. At the same time, this vacillation is
also causing potential threats to EU security by allowing other players, which are not
always inclined to be friendly to the EU, to enter and consolidate themselves in the
Western Balkan region. Thirdly, millions of people in elections for the EP, as well as
in national elections, have voted, on the one hand, for extreme right and eurosceptic
forces, but on the other hand, for liberal and green-lifestyle-promoting forces. It would
not be too bold to maintain that voters who voted for parties that represent this idea
are unified by a desire to be protected – from physical attack, from economic and social
inequality, from the infringement of democracy and rights, from future catastrophes
and from similar issues. The EU must be able to react to these concerns, not only
informing and listening to EU citizens, but also providing them with involvement in
the form of feedback and specific action. Fourthly, sensing a lack of support from the
political elite, people are getting involved in the development of policy in other nonconventional ways. Millions of young people around the world are seeking a shift in
attitudes toward climate change, and politicians should be listening to this invitation.
Latvia’s political elite has already done this, but in 2020, the most important task will
be to put these words into specific and ambitious goal-oriented plans.
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THE FUTURE OF THE EURO AREA:
IT IS HIGH TIME
TO BECOME REALISTIC
Aldis Austers
Research Fellow at the Latvian Institute of International Affairs

In January 2019, during the Annual Foreign Policy Debate of the Saeima, the
Minister of Foreign Affairs of Latvia, Edgars Rinkēvičs, pointed out that he sees the
strengthening of the euro area as an important tool for the global implementation of
European interests. The Minister also emphasized that Latvia’s accession to the euro
area was a strategically forward-looking decision, and therefore the issues of the euro
area occupy a special place in the European policy of Latvia.1
Unfortunately, the outlook for the future of the euro area is not encouraging.
Under the motto “Single Market, Single Currency”, the euro was conceived as an
instrument that will foster closer economic cooperation between Member States
within the EU single market and allow the market to significantly move closer to
US economic efficiency and influence. However, the well-conceived unique project
of a supranational currency is now transforming itself into a distorting mechanism
not only for European member states, but for the entire world. Combined with the
shortcomings of the single market and the weakness of the Common Foreign and
Security Policy, the structural weaknesses of the euro area have turned the EU 2020
vision of becoming one of the most competitive and dynamic knowledge-based
economies in the world into a utopia. 2
Latvians have the saying “You see the splinter in the eye of another, but you do not see
the log in your own eye”. Euro area governance is now characterized by dogmatism
and self-righteousness in economic thinking. The member states of the euro area now
have the choice – (1) either to implement the necessary internal reforms, (2) to agree to
stronger EU fiscal solidarity (redistribution) mechanisms, or (3) to allow the euro area
to collapse, thereby signing a “death sentence” for the EU as a whole.
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DEVELOPMENT OF THE EURO AREA IN 2019
In November 2019, in his last interview as the President of the European Commission,
Jean-Claude Juncker proudly emphasized that during his presidency at the Commission
(2014–2019), as many as 14 million new workplaces were created and that, thanks to
the Investment Plan initiated by him, EUR 450.6 billion of investment in Europe has
been generated (which equals 2.8 percent of the GDP of the EU in 2018). He was proud
that the EU economy had experienced growth for 24 consecutive quarters and that
unemployment had returned to pre-crisis levels. 3
Indeed, while the standard of living gap between the southern and northern regions of
the EU is still considerable, the competitiveness of the south has increased significantly
compared to the north since the great recession. For instance, the growth rate of labour
costs in Greece has levelled off with that in Germany. As a result, import and export
flows between the south and north of the EU have also levelled off.4
Despite the progress` of the EU in recent years, a number of problematic trends are also
emerging. First – the development of the EU after the great recession has been markedly
weaker than that of the US (Figure 1). If GDP growth in the US has reached 19 percent
since 2010, the respective EU figure has grown by 13 percent and that of the euro area
only by 11 percent. Unemployment rates have also been worse.
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Figure 1. Comparison of GDP and Unemployment in the EU and US, Q1 2008 –
Q1 2019. Source: OECD statistics
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Second – the growth rate in the euro area has been weaker than in the EU as a whole.
As shown in Figure 2, the differences between the EU and the euro area are perceptible
and progressing. For instance, the euro area has had a worse consumption rate, which
also includes investment. At the same time, exports have played a greater role in
the economic development of the euro area. Taken together, these two indicators
demonstrate that external demand has played a more important role in the economic
development of the euro area in recent years than domestic demand.
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Third – in 2018, the economic growth both in the EU and in the euro area started to
slow down; furthermore, the slowdown is faster in the euro area. Currently, the
fastest economic growth is observed in those Member States that were hit hard by the
recession – Ireland, Hungary and Romania. Meanwhile, the former leaders of economic
growth – Germany, Sweden and France – have lost their momentum (Figure 3).

Figure 3. GDP Growth Figures of Q3 of 2017 and Q2 of 2019, Percentage from the
Same Period of the Previous Year, and Unemployment in Q2 of 2019, Percentage of
Economically Active Population, Seasonally Adjusted Data. Note: Data for SK (Slovakia)
are not available. Source: Eurostat datasets [namq_10_gdp] un [une_educ_q]
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In terms of amounts, the largest “tractors” are the Netherlands and Spain. From
the second half of 2017, after a prolonged recession, Greece has also returned to
sluggish economic growth. At the same time, there are significant differences in the
unemployment rates of the euro area Member States and the implementation of a single
monetary policy is extremely difficult under such conditions. 5
Economists agree that the reason for the decline of growth in the EU and the euro area
is not as much the cyclical nature of development 6 as the volatility in international trade
and the fall in external demand, which has a particularly negative impact on Germany.
The experts of the European Commission predict that the decline in the German
automotive industry will also have a negative impact on other EU Member States,
particularly the Czech Republic, Slovakia, and Hungary.7
In fact, after the great recession the euro area has been able to return to economic
growth only thanks to the opportunity provided by growing external markets. Back
in 2011, the euro area had a balanced foreign trade balance (Chart 4) – its export
breakthrough has only been a phenomenon of the last few years. But it was so powerful
that it overtook China in 2012, and in 2017, the foreign trade surplus of the euro area
was more than twice that of China. At present, the euro area has taken over the role of
the major global lender, while the US continues to be the largest borrower of the world.
Therefore, when it comes to global imbalances, this is no longer observed between the
US and China, but between the US and the euro area, which, undeniably, has an impact
on US relations with the EU.8
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Figure 4. Current Account Balance Comparisons Between Euro Area, US and China,
US $ billion, 2008-2018. Source: OECD Data Set [Balance of Payments BPM6]

Escalating trade conflicts have deprived the euro area of further opportunities of
growth at the expense of other markets. European Commission forecasts of Autumn
2019 suggest that, although the economy of the euro area will continue to grow in 2020
and 2021, the growth will remain below 1.4 percent and, although the unemployment
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will keep falling and the wages will keep growing in future, the domestic demand in the
euro area will not grow sufficiently fast due to the trend of household savings, which is
boosted by austerity measures imposed by governments and deferred investment by
the corporate sector.9 Therefore, in the coming years the European economy is likely to
experience a prolonged period of sluggish growth due to uncertainties in the external
environment and weak domestic demand.10

IMPACT OF INTERNATIONAL EVENTS ON THE EURO AREA
In 2019, the international economic situation continued to deteriorate. According to the
forecasts, global economic growth will not exceed 3.3 percent in 2019 and 3.6 percent
in 2020.11 The main reason for the slowdown is the increasing scale of trade conflicts,
which disrupts the normal functioning of company supply chains.12 IMF and OECD
experts agree that the ongoing trade conflict will have lasting effect on the global
economy: the system of international trade regulation is irreversibly disrupted and the
WTO, in its former form, is likely to be the past.13
Economic losses from the US-China trade conflict in 2020 are estimated at 0.8 percent
of global GDP. According to experts, if the EU–US trade conflict develops, the losses
will be even greater.14 Firstly, the EU and the US have much closer trade and investment
links than the US and China (EU–US trade exceeds China–US trade by 70 percent).
Secondly, most of the trade between the EU and the US actually takes place within
multinational companies owned by US subjects.15 The trade war will considerably
encumber the operation of these companies.
Until now, economic globalization has been largely driven by consistent US support of a
multilateral and rule-based world order. This consistency, combined with the economic
and political influence of the US, its openness and non-discriminatory treatment of
foreign companies, had made the US a reliable and predictable partner. Despite the fact
that the US has declined significantly in the global economy over the past decades, it has
nevertheless been able to maintain a prominent role in the global economy due to the
growing importance of its economic infrastructure.
With Donald Trump becoming President of the United States in 2017, the situation
in the United States has changed dramatically and it is no longer possible to rely on
the United States as a reliable partner. Trump’s policy has also created a number of
challenges for the EU – not only economic but also moral and political. Firstly, it
highlights the technological, economic, and political dependence of the EU on the US
and the lack of effective instruments at the disposal of EU to pursue external economic
policies that differ from that of the US. Secondly, a partnership with the US would
make it easier to gain the support of China for the revision of global trade rules and the
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reform of the WTO. Currently, such a partnership with the US is impossible, since the
latter has opted for a direct confrontation. Thirdly, the world order on which European
integration has been based is being called into question.

ACHIEVEMENTS, SUCCESS AND FAILURES
OF THE EURO AREA IN 2019
The events of 2019 – the further escalation of trade conflicts, the increasing geotechnological rivalry between the US and China,16 and the growing hostility of the US
towards Iran and all countries willing to cooperate with Iran – vividly demonstrated
that, despite ambitious rhetoric, the17 EU is neither a sufficiently integrated economic
union, nor a force in global politics that would be able to compete either with China
or the United States. The lack of a common view on the strategic objectives of the
EU and the means to achieve them makes it easy to manipulate EU member states,
while the lack of a deep and autonomous European financial system hampers the
strengthening of the position of euro in global financial markets, which, consequently,
prevents the EU from pursuing a policy of economic sanctions that differs from that
of the US.18
Today, the most powerful means of influencing the superpowers at the disposal of the
EU is the vast internal market, access to which can be both increased and restricted.
The main three ”blades” of this instrument are the exclusive right of the European
Commission to design the external trade policy of the EU, strict internal competition
rules, and public procurement rules. Access to the Single Market is a strong enough
argument to influence China and to a certain extent the United States, but not Russia.
According to experts, the Chinese government is not concerned about ideological issues
outside their own country, because it does not tend to export its model of governance.
Internationally, China has only economic interests and is therefore expected to be
a pragmatic partner. The situation with Russia is different – its government uses
confrontation with the West to maintain its domestic legitimacy, so the behaviour of
Russia is dogmatic rather than pragmatic, and deeper trade relations are not an aspect
that could influence the behaviour of Russia.19
Unfortunately, the over-reliance of EU Member States on exports leads to
dependencies. This was confirmed by the decision of Germany, which was not coordinated with other EU member states, to allow a Chinese company, Huawei, to build
a 5G network in Germany. Such a unilateral German decision was at odds with the
common cyber threat risk assessment system of the EU and obliterates the efforts to
develop an indigenous European technology base (strikingly, the US relies on European
companies Nokia and Erricson at the same time), and diminishes EU influence as a
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whole by affirming that industrial policy is dominated by the national interest instead
of the common interest.20 Export dependence is characteristic of small countries with
poorly diversified production and supply with resources, but the euro area accounts
for almost 1/6 of the global economy and is characterized by a highly diversified and
socially advanced economy.
It is fair to say that economic growth based on the exports of the euro area was
the result of deliberate economic governance policies. The two main factors
contributing to the decline in the domestic demand of the euro area, the increase in
international competitiveness, and the dependence on exports are: general austerity
measures (government, corporate and household) and expansionary monetary
policy. Remarkably – if before the great recession the European banks were the
ones actively operating in foreign markets, then after the recession it is European
industrial companies.
The paradox of the euro area is that until now the main relief for inflexible monetary
position in the periphery of the euro area has been compensated by common monetary
position. If the ECB had not adjusted its policy from 2012, the countries in the
periphery most likely would have been forced to leave the euro area because of severe
financial difficulties. However, one has to agree with OECD experts, who point out that
the euro area would be in a much better situation today if it had used not only monetary
but also fiscal instruments: it would have allowed for faster economic growth without
increasing national debt and implementation of less aggressive monetary policy, thus
preventing half of the rise in financial asset prices over the recent years and other
adverse side effects.21
Unfortunately, coordinated fiscal support measures in the euro area have not been
possible due to ideological bias and political reasons. The scale of austerity in the euro
area has reached historically high levels, exceeding a quarter of the GDP of the euro
area.22 As a result, the euro area has experienced internal devaluation – wage and price
cuts, which have boosted the international competitiveness of the euro area, but have
also reduced domestic demand. Simplified estimates suggest that the fiscal stimulation
required to offset the negative economic impact of fiscal consolidation and excessive
accumulation on domestic consumption since 2013 would have to be equivalent to EUR
22.3 trillion in 2018.
International institutions and authorities, including the European Commission, have
urged the countries of the euro area that have such opportunity to step up their fiscal
stimulation, as the monetary arsenal is already heavily used up. In contrast to the US,
the euro area has not been able to raise base rates; therefore, base rate cuts are no longer
possible. Government bond purchases by the ECB are also approaching the limit of
33 percent of their total issue volume. This limit has been determined by the ECB itself.
Theoretically, this limit may be raised, but then the risk of the ECB becoming the largest
holder of the security portfolios of the member states increases, which would lead to the
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acquisition of a veto right in the event that a country of the euro area becomes insolvent,
thus putting the ECB at a conflicting situation. All other monetary instruments have
also been activated, as acknowledged by Mario Dragi himself. He also has emphasized
that “giving money to people in any form is the matter of fiscal policies [governments],
not monetary policy [central banks].” 23/24
Although the monetary policy of the ECB helped to stabilize the financial situation
in the periphery of the euro area and to avoid deflation, it has also had a number of
important side-effects: (1) the value of the euro against the US dollar has fallen by
30 percent over the last decade, causing frustration in the US;25 (2) non-ordinary
solutions have created a split among the central banks of the euro area in protest to
the policy implemented by the ECB, two German members – Jürgen Stark, in January
2012, and Sabine Lautenschläger, in September 2019 – have left the board of ECB;
(3) negative base interest rates have a negative impact on profit figures of the banks,
they distort the market of accumulated financial instruments – insurance and
pensions – and create asset price “bubbles” and borrowing “races”, and lastly, (4) the
purchases of ECB securities (government bonds and other assets) have contributed to
the outflow of savings abroad, amounting to approximately EUR 300 billion annually
since 2015. 26
One has to agree with the President of France Emmanuel Macron that it is absurd that
Europe invests its savings in US government bonds, thus financing the development of
the US rather than its own development, even though Europe itself lacks investment in
both infrastructure, climate-friendly, and smart technologies. Furthermore, it is done
in a way that exposes these European investments to currency and other risks that
the European governments have no control over.27 In essence, the euro area is unable
to turn savings into investment, so it is actually exporting its lending capacity to other
countries – the US, the UK, and China.28
On 1 November 2019, Mario Dragi was replaced by Christine Lagarde, the former
Minister of Finance of France and the Director of IMF, as President of the ECB. Dragi
had demonstrated himself as a competent financier endowed with political talent and
outstanding judgment capacity.29 He was able to make bold decisions. Although a
lawyer by education and without the experience of central bank management, Lagarde
is as highly regarded as Draghi in terms of political and communication skills. 30
Shortly after taking office, Lagarde pointed out that the euro area must be more
concerned about the growth of its domestic demand and become more balanced in its
development. 31 She has also announced her intention to review the monetary strategy
that has been implemented by the ECB to date. 32
There are also problems in the single market of the EU. Being the backbone of European
common policies, this is undoubtedly the most significant achievement of European
integration. The single market provides businesses with a greater extent of growth than
it would be possible within the domestic market of any European member state. With
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the ideal of four ”freedoms” -- the free movement of goods, capital, services, and persons
across borders – the single market was an important step towards a European market
that would be equivalent in efficiency to the US market.
Unfortunately, despite the fact that the economies of the member states have changed
significantly over the last 25 years, the development, or deepening and expansion, of the
single EU market, including emerging sectors, has not been that rapid. As The Economist
has put it, the project of integration designed to break down barriers for the “coal and
steel” era is unsuitable for the era of services and the digital economy. 33 For instance,
unlike cross-border movement of goods, which is fully liberalized, the liberalization
of the services sector in the single market of the EU is only partial, and, as the relative
importance of industry declines, so does the economic importance of the EU single
market. However, the services sector is much more productive than industry and,
therefore, in a situation where European services companies cannot grow on an equal
footing with industrial companies due to existing constraints, Europe is dominated by
industrial companies and has lower productivity rates. 34 Furthermore, the deepening of
integration in the services sector also prevents opportunities for faster development in
the new EU member states that have particular advantages in the service sectors. 35

PROSPECTS OF EURO AREA DEVELOPMENT
IN THE NEAREST FUTURE
The one-size-fits-all monetary policy of the euro area, as it stands, is unable to deliver
economic benefits to the extent that surpasses countries not participating in the
monetary integration project. 36 Furthermore, it is evident that the single monetary
policy produces an excessively asymmetric effect on the member states of the euro
area, thus making it difficult to achieve the main objective of the euro area – economic
convergence. As the development gap between the core and the periphery of the euro
area persists, claims that the euro area has not been a successful project and that
alternatives should be sought are becoming increasingly louder. The flirtation of Italian
populist politicians with the idea of a parallel “fiscal” currency and recently voiced
opinion of the governor of the Central Bank of Hungary, who has argued that the euro
has been a strategic mistake and now a mechanism for Member States to get rid of this
trap needs to be sought, 37 must be perceived as serious warnings.
European integration requires a fresh impulse. Deepening the single market and
breaking down remaining barriers, establishment of a banking and capital union and
development of common fiscal instruments will contribute to the economic resilience
of the EU, its productivity and global clout. Therefore, in the coming years, the EU will
have to make important decisions in the areas of the euro area, climate change and
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immigration management. Finding the correct approach to trade and security issues
will be no less important in response to the challenges posed by the US, Russia, and
China. As the conflict between the US and China escalates, there is a risk that the EU
will not only become a venue for the sales of over-production of both rivals, but also
an arena for the battle for technological dominance by them. To get rid of the role of
periphery that is currently assigned to the EU, it will need to find new allies to restore
international order and put pressure on the US and China to normalize relations. This
will pose a serious challenge for European diplomacy.
For decades, the member states of the EU have not been actively involved in the
development of industrial policy due to the fact that it was not considered to be the right
direction, preferring to promote competition rules and inter-state integration as drivers
of economic development. At the same time, both the US and China have instruments
to support the development of their national industry. In the US, it is a large and
efficient internal market, a unitary federal government, and the massive military budget
that finances research and development (R&D). Meanwhile China has state capitalism,
where the government participates in every sector of the economy and protects local
businesses from foreign competition. 38 In the meantime, the single market of the EU
continues to be an aggregation of medium-sized national economies. Fragmentation
is one of the reasons why European companies are being forced to seek development
opportunities beyond the EU – the European market does not provide development
opportunities to these companies on a par with their competitors in the US and now
China as well. The case of European telecommunications equipment manufacturers
serves as an illustration of this problem. 39
The situation of the EU is made particularly delicate by the fact that the specific
nature of the macroeconomic governance of the euro area contributes to global
imbalances. This means that the normalization of the global situation cannot be
achieved by diplomatic means alone. The EU and its member states will need to
implement reforms to reduce the over-reliance of the EU on foreign markets and
to strengthen domestic demand. The situation, however, is exacerbated by deep
economic disagreements between northern and southern EU member states on the
one hand, disagreements between western and eastern member states on democracy
and the independence of the judiciary on the other hand, as well as the fragmentation
of the European Parliament, which has failed to form a stable majority coalition after
the 2019 elections.
On 1 December 2019, the term of Jean-Claude Juncker in office in the European
Commission expired and the European Commission headed by Ursula von der Leyen
took office. Ursula von der Leyen has declared that her European Commission will be
geopolitical. Namely, it will be based both on geographical balance between different
regions of the EU and on the balance of EU positions in relations with China and
Russia.40 Von der Leyen has also announced a new approach – a common culture of
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strategic thinking. In her opinion, this approach will facilitate decision-making and
create the necessary synergies between various sectors of policy-making.
The work plan of the European Commission for 2020 is already quite clear. The new
financial perspective for 2021–2028, climate issues and trade talks with the United
Kingdom, which will leave the EU on 31 January 2020, will dominate the agenda of
EU leaders. The struggle for the distribution of resources between member states,
within member states, and between different sectors of the economy is anticipated to
create considerable political tension. The Commission of Von der Leyen will also have
to address the issue of improving macroeconomic governance in the euro area, since
the current model, in particular the fiscal framework, is unsustainable. According to
analysts at Eurointelligence, it is the issue of the euro area that will determine whether
there is a future for the EU or not.41 Besides, not only liberalization of the services
sector, which hampers the growth of globally strong European service companies, but
also greater tax harmonization should be on the EU agenda.42
A conference on the future of Europe is scheduled for 2020 and will last for two years.
This proposal has been made by the President of France Emmanuel Macron, and a
number of Commissioners have been appointed in the Commission chaired by Von
der Leyen, who will be responsible for preparing the conference, representation of the
Commission at the conference, and the implementation of conference results. There
is currently no great enthusiasm among Member States regarding this conference.43
Experts also have doubts as to whether such a conference can provide the best
solutions for the further development of the EU.44 The essential question is: Are the
member states of the EU ready to allow the creation of a new and effective layer of
governance at the EU level?45 The revelation of Jean-Claude Juncker that the member
states have for years opposed proposals to strengthen EU statistical rules, believing
that national sovereignty is more important than reliable and comparable data, is
truly alarming.46
The theorists of the neo-functional school of integration tend to point out that
integration in economic areas will sooner or later lead to the need for integration of
political institutions. This moment seems to have come. To date, the political power of
the US has compensated for the weakness of common European political institutions,
allowing EU member states to avoid thinking seriously about political integration.
However, as relations with the current US administration escalate, the political
weakness of the EU becomes increasingly evident. The pursuit of EU’s global economic
interests and economic development will be hampered without the support of joint
political and military structures.
But this coin also has its other side. Trade policy and competition rules are the two
most powerful foreign policy instruments of the EU. But delays of deeper economic
integration, such as the completion of the banking and digital union, the establishment
of a capital and fiscal union, and full liberalization of the movement of services, prevents
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the growth of European multinational companies and the establishment of the euro
as an equally powerful foreign policy tool with the US dollar. Like a sword capable of
cutting with both blades, economic and political integration must also be mutually
supportive. Deeper economic integration will not succeed without closer political
cooperation and vice versa – political co-operation will be unsuccessful without such
deeper economic integration.

CONCLUSIONS AND RECOMMENDATIONS
The real threat to the existence of the EU is not formal fragmentation, but over-reliance
on others, lack of investment, and loss of technological leadership.47 Therefore, the
question is whether in the near future the EU will be able to become a power factor in
the global politics and be able to influence world events, including for the benefit of
its economic interests, or, tormented by national disputes, following the “Beggar-thyneighbor” principle will lose the reason for its existence.
On the economic front, it is in the interests of the EU to curb both US protectionism
and Chinese mercantilism, while politically – to assert its strategic autonomy and
strengthen its global influence. To achieve this, it is important for the EU to strengthen
the unity between its member states and find new partners for the development of a
global coalition, but to succeed in doing so, the EU must be able to demonstrate that the
values it is based on have not lost their relevance.48
So far, European action has been limited to strong slogans. For example, the EU
Strategic Agenda 2019–2024, endorsed by the European Council in June 2019,
emphasized the need for the EU to become digitally independent in the future.
Meanwhile, Ursula von der Leyen, when elaborating on her strategic vision of the
priorities of her European Commission, spoke of the need to “achieve technological
sovereignty in critical technology areas”, citing quantum computing as an example.
But it is also clear that the reluctance of national governments to delegate additional
competences and to allocate sufficient resources to the EU is becoming increasingly
archaic and counterproductive. According to Eurointelligence observers, there is a huge
gap between the European reform ambitions of the member states and the reality, and
there is a symptomatic reluctance on the part of the member states to recognize their
role in tackling transnational challenges. Moreover, Member States sometimes tend to
agree to some European solution, knowing well that this is not realistic.49
The rules of fiscal discipline in the euro area must be reformed, as they have become
too complex, fail to resolve economic problems and are hated with equal intensity in
the north (as loose) as well as in the south (as too restrictive). In particular, the current
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rules were designed to help prevent short and sharp recessions and are therefore
inappropriate for supporting the euro area economy in the event of a prolonged
economic downturn, as is the case today. 50
The fiscal capacity of the European institutions needs to be increased. In May 2018, the
European Commission published a proposal of the EU long-term budget framework
for 2021–2027 to be agreed upon by member states in 2020, which proposes annual
expenditure ceiling of 1.11 percent of GNI and EUR 30 billion over a period of seven
years for the support of the member states affected by a financial distress. 51 The Finnish
Presidency Compromise Proposal, which was submitted for the discussion of the
member states in December 2019 provided for an even smaller amount for both the EU
budget (up to 1.07% of GNI) and the euro area member state support instrument (up to
EUR 12.9 billion). 52 It should also be mentioned that Germany has indicated that it does
not want to give up the current EU budget contribution rebate granted to Germany, the
United Kingdom, and some other member states, despite the significant drop in EU
budget revenue due to the departure of the UK. 53 In this context, the concerns of Von
der Leyen, when she rejected the proposal of the Finnish EU Presidency for the next EU
financial perspective, are well understood. 54
The core countries of the eurozone need to get rid of their excessively puritan approach
to macroeconomic governance – trying to unify all member states of the euro area
under a certain standard of efficiency is extremely wrong, as historically established
governing structures in the member states of the euro area naturally differ in terms of
their institutional effectiveness. 55 The assumption of the Dutch Prime Minister Mark
Rutte that the EU is like a football league, with 28 small and open economies competing
against each other with the single market acting as an arena, 56 is wrong. The euro
area does not need an enhanced “stabilisation mechanism” in the form of a European
Monetary Fund, but a deep capital union and a super-safe common borrowing tool. 57
Germany also needs to implement structural reforms. According to the IMF, excessive
saving in Germany can be explained by increasing economic inequality and the
increasing dominance by the corporate sector, i.e. the ability to dictate rules to other
market participants, which in turn is linked to increasing corporative concentration
in industrial sectors. In addition to investing in public infrastructure, the IMF
recommends to Germany to implement measures to reduce economic inequality,
increase competition in the market, and support start-ups. 58
The decision of the European Commission of 2018 not to authorize the merger of
Alstom and Siemens, two large French and German manufacturers of high-speed
electric trains, triggered widespread debate in 2019. This led to criticism from both
governments arguing that the competition rules of the EU do not allow the emergence
of world-class companies that could successfully compete with Chinese manufacturers.
However, the concerns of the Commission that the merger between the two companies
would eliminate competition in the EU rail infrastructure market and adversely affect
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consumers59 were justified. The right approach would be to establish global companies
following the example of Airbus, since it would also enable engineers from small
countries such as Latvia to contribute. A good example of this is the European Battery
Alliance (EBA), formed in 2017, which aims to create an innovative, sustainable, and
competitive “ecosystem” of a new generation battery in Europe.60
Finally, the work on the development of the single market must be continued.
Remaining obstacles for the free movement of services must be removed, and the
creation of the banking union must be completed – the most important tools to
help banks stabilize and grow today, for instance, the European Deposit Insurance
Scheme61 and the Single Commercial Bank Restructuring Fund62 – have not been
developed yet, or are functioning insufficiently. Progress towards energy union, 63
single digital market64 and capital market union65 has also been extremely slow.
Meanwhile proposals of a European fiscal union and a European (re)insurance scheme
for unemployment have remained at the level of ideas, but these issues must also be put
on the EU agenda.66
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As a consequence of the severe economic crisis (2007), the migration crisis (2015),
and recent terrorist attacks, populism has gained increasing popularity. AntiEU populism has increased as social and economic distress has driven workingclass, rural and poorer voters against the traditional political parties and the
European Union.1 According to exclusive research by the Guardian 2 populism
has been becoming increasingly “mainstream” in Europe – populist parties have
won steadily increasing support in elections over the past 20 years, and one in
four European citizens voted for populists in 2018. Moreover, the 2019 European
Parliament election showed that fragmentation between traditional mainstream
political parties and other minor players is enlarging in an obvious way. Italy,
Britain, France, Spain, Austria, Poland, Slovakia, the Czech Republic, and Greece
have all been f looded with a tide of populism. Most populist parties advocate an
anti-EU course, or at least a course that takes back more economic sovereignty from
the EU and promises an immediate increase of welfare and social benefits, which
is unlikely to materialize. However, according to the latest developments in the
EU, the populists seem unable to secure a majority for their anti-European course,
neither in the EP nor in most EU member states. However, the programmes still
may produce high risks for the future.
It is essential for policymakers to understand the potential negative economic
consequences of populism and to find adequate ways of boosting economic growth and
strengthening the stability of the monetary and financial system. It is also necessary
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to enable voters to make justified choices based on independent and critical thinking
during elections.
This paper is aimed at assessing the potential negative impacts of radicalization and
populism on a national economy, with a special focus on fiscal policy and international
trade. A synergy of political and economic analysis enables the authors to provide
examples of risky commitments made by populist governments, which lead to
expansionary fiscal policies and protectionism.
The authors analyze how different definitions of radicalization and populism
match with the current trends in left- and right-wing parties, describe the risks
of implementing expansionary fiscal policies in some EU countries, and provide
illustrations of current protectionist movements in the US. The authors conclude
that EU control mechanisms are crucial to reducing fiscal risks and preserving
financial stability in the eurozone. Decisive actions by the international community
and domestic political pressure are the only safeguards against distortive effects of
protectionist policies.

POPULISM AND RADICALIZATION
“Radicalization” is defined in the Cambridge Dictionary as “the action or process
of making someone become more radical (= extreme) in their political or religious
beliefs.”3 The self-evident concepts and this circular definition lead to vagueness
and ambiguity in its understanding and implementation. The word originated
etymologically from the Latin word “radix”, meaning “root”; radicalization has
experienced a long period of evolution in its meaning. Since the 19th century, this term
has referred to a broad category of socio-political transformation, including both leftwing and right-wing phenomena.4
Left-wing radicalization reached its peak in the 1970s and 1980s, when left-wing
radicals took on a revolutionary mission to combat capitalism and establish an “equal,
just and inclusive society” where migrants, asylum-seekers and women are granted
equal rights. Among left-wing radicals there existed many sub-groups – MarxismLeninism, New left, and anarchist – and at that time they all fought against a common
enemy: the “wealthy and upper classes”. Since the 1990s, with the development of
globalization, left-wing radicals have resurged and fought against “global capitalism
and neo-liberalism”5 alongside other groups such as environmentalists, anarchists,
indigenous rights activists, and various ethnic and other groups. Similarly, March
also characterizes “radical left parties” with labels such as “anti-capitalism” and
“incorporation”, which means that radical left parties oppose “neo-liberal globalized
capitalism”, which was built on the Bretton-Woods system, and are more in favour of
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a “mixed market economy” and incorporating the “excluded and marginalized” into
the political system. Empirically, one can divide the “far left” into four subgroups –
“Communists”, “Democratic socialist parties”, “Populist socialist parties” and “Social
populist parties” – against the backdrop of their ideology and “policy preferences”.
However, these categories are changeable and overlapping, and there are examples
of far-left parties that have become more populist while broadening the traditional
definition of “working class.”6
A typical example of modern left-wing populism is SYRIZA. A well-known Greek
party made up of former student activists and far-left intellectuals, SYRIZA emerged
as the strongest of the populist far-left groups and managed to rule Greece from 2015
to 2019. It revealed the corruption of the elite and described them as insufficiently
patriotic; it advocated anti-austerity economic measures and promised to bring
people back to the old days of “debt-fuelled prosperity”. SYRIZA peddled empty
slogans and old-fashioned economic ideas, rejected necessary reforms, and argued
that they could force Greece’s creditors to fund their policies – at the same time, they
could deliver on none of their commitments and blamed the major parties for the
deepening debt crisis.7
Right-wing radicalization only gained popularity starting in the late-1980s, due to
growing dissatisfaction over the continuous economic downturn, which increased
unemployment and pessimistic perceptions.8 Radical right-wing politics aims
at protecting the nation and national culture from immigrants, trying to keep a
homogenous society against outsiders and minorities.9 Right-wing radicalization
advocates “exclusionary nationalism”, “racism”, “xenophobia”, “anti-democracy” and a
“strong state.”10 While “immigration” does play an essential role, radical right parties are
trying to widen their agenda, laying particular stress on peoples’ concerns, which is key
to winning more voters.11
A typical example of the recent success of far-right ideologies is the far-right League
party, which became one of the biggest winners in 2018 Italian general election by
widening its agenda from regional autonomy to an anti-EU and anti-immigrant
course. Matteo Salvini, the leader of the League, adopted new narratives in 2018. He
stated that introduction of euro was a mistake and suggested that the country leave
the eurozone. He claimed that his aim is not to destroy the EU but to make it “more
democratic”, giving more autonomy to the member states, especially in trade policy.
Salvini also criticized Brussels’s “faceless bureaucracy” and increasing number of
immigrants.12 Despite his extreme popularity in Italy, after a few months of governance
Matteo Salvini failed to hold on to power, and its former coalition-partner, the antiestablishment Five Star Movement (M5S), managed to form a new coalition with the
centre-left Democratic Party. This result is a relief for the EU, as the nationalist-populist
coalition finally collapsed after 14 months of “Eurosceptic provocations, anti-migrant
crackdowns and flouting of the bloc’s financial rules.”13
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There is a view that “authoritarianism” can be used to differentiate left- and right-wing
radicals, as it is only characteristic of the right. However, these two groups are similar
in their methods of “political engagement”, the tactics they tend to use, and “their
disdain for traditional democratic ideals and practices and their violations of civil
liberties.”14
The concepts of both left-wing and right-wing radicalization nowadays overlap with
populism to a great extent. Populism is the key feature of radicalization in the current
political climate. Like radicalization, “populism” itself, as a “political style” and
“ideology”, is not sufficient to define the political climate of the EU. Left-wing populist
parties became the popular right after the financial crisis, but they only succeeded in
taking the lead in Greece. In contrast, right-wing parties have won elections in Italy,
Poland, and Hungary – and even in the countries where they didn’t win (for example,
France), their influence is still increasing rapidly. Some non-populist parties also
transformed into populist parties, with the Hungarian Fidesz party and the Law and
Justice of Poland serving as two typical examples. The popularity of left-wing populism
is mainly due to the economic recession, while right-wing populism originated in the
refugee crisis.
Taken Brexit as an example: many ideas espoused by the UK Independence Party
(UKIP) have perpetuated into the political agenda of the UK, and even Brexit itself is
characterized as “populism” as it shares some key populist elements. First, Brexit shows
a confrontation between “common people” and the establishment, which is at the core
of populism. Second, taking back sovereignty, including full control over immigration
issues, is one of the key goals of Brexit.15 The damage that the ongoing Brexit mess has
caused to the British economy is irreversible. According to the Bank of England, the UK
economy has lost 2% of GDP, and the cost of Brexit to the UK has reached 40 billion
pounds a year, which is 1 billion USD per week.16
Other eurosceptic member states haven’t gone as far as the UK, but their eurosceptic
agenda still garners much concern. Hungary is one of those countries. In April
2018, Hungarian Prime Minister Viktor Orbán and his Hungarian Civic Alliance
(Fidesz) party won an election for the third time, which made him the longeststanding Hungarian leader since the Communist era. Furthermore, Orbán’s ruling
coalition, Fidesz-KDNP (Christian Democrats) has won control of more than twothirds of parliamentary seats, reaching 68%.17 Immigration remains the central
issue of election, and Viktor Orbán managed to convince the voters that Fidesz will
protect Hungary from outsiders. A former Fidesz party member, Zsuzsanna Szelényi,
attributed Viktor Orbán’s success to the prevailing cynicism of the post-communist
transition, to anxiety brought by the global financial crisis and to Orbán’s personal
ruthlessness. The party is labelled by many opponents as “eurosceptic, authoritarian
and anti-pluralist”, and the government under the leadership of Viktor Orbán
are labelled as an “illiberal democracy.”18 Orbán himself stated in a speech that
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“democracy is not necessarily liberal. Just because something is not liberal, it still can
be a democracy.”19
Fidesz is sharply criticized for breaching the rule of law and EU values. Although
Hungary is a recipient of EU funds and deeply depends on the single market,
its confrontational foreign policy towards the EU is still a concern for other EU
countries. Viktor Orbán strongly opposes the immigration policy of the EU and
advocates for more sovereignty, trying to change the EU into merely a single market
and administrator of structural funds. He also tries to encourage Central and Eastern
European countries to join the “fight”. The “Visegrad Group” is a platform to increase its
influence over EU policies, especially immigration policies.20
To sum up, left- and right-wing populist parties in the EU are appealing for an
expansionary fiscal policy, advocating protectionism and more economic sovereignty,
putting the EU and eurozone membership in question and refusing to accept refugees.
But in truth, the commitments of populist parties are hard to achieve and even harder
to maintain. The radicals are impatient and intolerant of “slow and cautious reform”, and
the promises they have made for the sake of the people are actually hard to achieve.21

RAISING FALSE PERCEPTIONS
The case of Greece
Many extreme left parties failed to take the power in the EU, but the Coalition of the
Radical Left (SYRIZA) managed to rule Greece from 2015–2019. The success of
SYRIZA is the result of the people’s frustration with politicians and their rejection of
the bailout deal that was made during economic crisis by the Greek government and the
Troika (the European Commission, the European Central Bank and the International
Monetary Fund).
Greece joined the EU, and later the eurozone, with rather weak economic and fiscal
performance (figures 1 and 2). Three years after Greece joined the eurozone, it admitted
that it had fudged its fiscal balance sheets to meet the standards of Stability and Growth
Pact (SGP), which requires every member state of eurozone to maintain a government
deficit below 3% and a debt-to-GDP ratio below 60%.22 After the Olympic games, the
government deficit climbed to 6.1% and the debt-to-GDP ratio to 110.6%. The 2008
economic crisis hit Greece badly and it had to ask for external help to keep the country
running. After a long hesitation, Papandreou, leader of the ruling party PASOK, reached
a deal with the EU, promising to implement austerity in Greece in exchange for the
first bailout package, with 110 billion euros in loans over three years to avoid default.
Papandreou committed to scrapping bonus payments for public sector workers, capping
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annual holiday bonuses, banning increases in public sector salaries and pensions for at
least three years, increasing VAT from 21% to 23%, raising taxes on fuel, alcohol and
tobacco by 10%, etc.23
Under pressure from high levels of public anger, Papandreou proposed a referendum
on the second bailout agreement. 24 The second 130-billion-euro bailout was approved
at an EU summit – this shocked other eurozone leaders. Due to strong opposition from
other countries and from within PASOK, Papandreou called a vote of confidence.
Although Papandreou survived through the confidence vote, he was still forced to
step down, and a national union government took over. A “technocratic” government
was formed under the leadership of economist Lucas Papademos. During his term,
Greece accepted the second bailout, worth 130 billion euros, and completed its debt
restructuring. 25
However, New Democracy won the election in 2012 and formed a unity government
with PASOK and Democratic Left (DIMAR). This government respected the existing
bailout programmes while still trying to ask for milder austerity terms and more
funding from the Troika. In July 2013, new austerity measures were approved by the
Greek government, as a condition of the ongoing EU-IMF bailout. The plan included
thousands of layoffs and wage cuts for civil service workers, tax reforms and other
budget cuts. The new austerity plan opened the way for new bailout funds from foreign
creditors, but also sparked unstoppable strikes and prompted rage among the Greek
people, which further reduced the stability of the fragile coalition.26 This inevitably led
to the success of SYRIZA in the next election.
After forming a coalition with the nationalist conservative party Independent
Greeks (ANEL), Alexis Tsipras, a strong opponent of austerity, became the
prime minister. He announced that “We will bring an end to the vicious circle
of austerity… The troika has no role to play in this country”. He committed to
a renegotiation of bailout terms, debt cancellation, and renewed public sector
spending – setting up a showdown with international creditors that threatens Greek
default and a potential exit from the monetary union (Council on Foreign Relations,
Greece’s Debt 1974–2018). However, eurozone finance ministers insisted that they
were unlikely to oblige Tsipras on his demands, especially his pledge to seek a writeoff of Greece’s huge debt. Even worse, Tsipras was running out of time to negotiate,
as Greece needed its next allocation of bailout money to keep the government
running and pay off looming debts to avoid a potential default. 27 In June 2015, the
Troika thus suspended the bailout programme because of Greece’s default on a
1.6-billion-euro IMF payment. If the bailout programme shut down, then there
would be no more emergency liquidity from the ECB.
As a result, Alexis Tsipras called for a referendum to decide whether to accept the
bailout conditions or not, urging voters to reject the creditors’ proposal in hopes
of strengthening Greece’s negotiating position. 28 It turned out in the referendum
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that the majority of voters, over 61%, were overwhelmingly against the bailout
conditions.
But unsurprisingly, despite winning the referendum, Tsipras altered his stance in the
face of economic reality and made a concession with the European authorities. In July
2015, they reached an agreement that Greece would receive a 86 billion USD bailout if
the country implements even harsher austerity conditions. This “betrayal” led to split
in SYZIRA, as the compromise was inconsistent with their commitments, and around
40 members of parliament from the ruling SYRIZA party abstained or voted against
the new deal. Thus, parliamentary approval for the third bailout had to rely on pro-EU
opposition parties.
These radical political changes are also reflected in the country’s economic
development. The public deficit is extremely high compared to the EU average,
reaching twice the average level of EU member states (figure 1). From 2007 to 2009,
impacted by the economic crisis, the deficit dropped to a catastrophic level – more
than 15%, which is more than 5 times of the limit. After 2010, when Greece accepted
its first bailout package from the EU and IMF, its deficit dropped arduously. But
this positive trend was interrupted in 2014, which can be seen as a reflection of the
country’s political turmoil and the rise of the anti-austerity SYRIZA party. However,
after SYRIZA finally reached a consensus with the EU, the deficit started to decline.
The new austerity measures taken by the Greek government may partially account for
the positive change.
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Figure 1: The annual general government deficit of Greece, 2002-2018 (percentage
of GDP). Source: Eurostat
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The national debt of Greece (figure 2) has been high ever since the country joined the
monetary union. In 2002, the national debt was much higher than the average level of
both EU and eurozone member states. After the crisis, public debt has been maintained
at roughly a constant level, and the prospects of reducing debt in the nearest future are
marginal.
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Figure 2: Government consolidated gross debt (percentage of GDP). Source: Eurostat

This crisis not only revealed the intrinsic vulnerability of the Greek economy – such
as the fact that “wage rises outpaced productivity gains”, its low competence levels,
the ineffectiveness of administration, etc. – but also provided a great example for
assessing the economic consequences of populism. Greece is not the only country that
has accepted a bailout as an exit strategy from the economic crisis, but it is the only
eurozone country that has accepted a bailout more than once. Without any doubt, the
populist government has prolonged the length of necessary reforms and caused “reform
fatigue”.
The Greek people are convinced that their pension and allowance have been stripped
by the EU and creditors, and that they are victims. Driven by discontent, anger and
fear, people came to the streets to protest. These emotions were amplified by the media
and radical politicians. As a result, once a populist party appeared, one which claimed
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to oppose the EU and promised to cut taxes and increase welfare, voters supported it
without any doubt.
But the core question is whether the commitment is only a lip service from
politicians looking to seize power. Even when populists really do try to act for the
people’s sake, do they ever think out an applicable and acceptable plan for all? The
truth is that the country could not survive without the bailout and there was not a
better plan. The hesitation and indecisiveness of elected parties, who are caught
between keeping their promises or conceding to the reality and taking actions that
are good for the whole country, has cost the country a lot of time and lead to grave
consequences.
During the Greek debt crisis, the EU has kept a strong and hard position, which was a
great motivator for Greece to make up its mind and take real action – that is, to turn
back to reality and implement austerity measures as requested. It is these programmes
that “enabled Greece to tighten its public finances, take steps towards repairing and
modernizing its economy, and regain the trust of investors, which it had lost at the start
of the crisis” (European Stability Mechanism – Greece).
The IMF also praised the progress Greece has made during these years, as
macroeconomic imbalances have been largely eliminated, growth has returned, and
unemployment is declining (though it is still very high). But at the same time, the IMF
also pointed out that more effort should be made to overcome crisis legacies.29

The case of Italy
Italy has accumulated the second largest national debt and second highest public
deficit among EU member states. However, Italy’s economic scale is much larger than
Greece. Also, due to its location, Italy is the first stop for refugees entering the EU.
Uncontrolled immigration during the crisis lead to frustration for the Italian people.
Strong dissatisfaction due to economic stagnation and high unemployment, fear of an
immigration crisis, distrust of politics and a strong desire to shake up the status quo
resulted in an anti-establishment right-wing populistic coalition government of M5S
and the far-right League, which firmly expressed an anti-immigration, anti-EU and antieuro policy.
M5S is the biggest winner in this story so far. It was founded as a web-based
organization in 2009 by Beppe Grillo, a comedian and blogger, and Gianroberto
Casaleggio, a web strategist. Activism on social media and networking, as well as antipolitical attitudes, are typical for M5S. The co-founder, Beppe Grillo, had no foundation
in politics and built a big name for himself through “offensive” critiques of Italian
politicians. Ever since its foundation, M5S has been firmly against corrupt and selfserving politics. Its policies are characterized by anti-establishment, anti-globalist and
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eurosceptic features. M5S narratives touched the hearts of ordinary people (which is a
huge difference from the political mainstream) and its “modern” ways of networking,
with strong propaganda, brought M5S huge popularity. As a result, it has risen to
become the largest party in Italy. 30
In 2018, M5S won the Italian general election with 32.7% of votes and formed a unity
government with the far-right League party, which shocked the whole of Europe – the
third largest economy and one of the founding member states of EU was now under
control of a populist, eurosceptic government.
However, M5S and their coalition have built-in defects. Although supporters of M5S
are united in confronting the status quo, they actually share little in common when
it comes to specific issues like EU integration, taxation, etc. As one can imagine,
when M5S needs to take decisions, it becomes a big challenge to keep cohesion and
solidarity among its supporters. Moreover, as a new party that rose in such a short
time and had little political experience, M5S has been questioned by a lot of people,
including M5S supporters and activists, on whether it can govern the country
effectively and to what extent it can carry out its electoral promises and commitments
for prosperity.
Although the populist M5S and the far-right League share a lot in common (such
as euroscepticism, anti-immigration and the active use of social media and online
platforms for propaganda), the coalition of these two parties is rather vulnerable. First of
all, supporters of M5S mainly come from the South, while the League is backed mostly
by the North. 31 Second, the League is a radical right party, while M5S is hard to include
in the traditional “left” vs “right” paradigm as some of its advocates are also welcomed
by the traditional left wing. It’s more accurate to describe M5S as “anti-establishment”.
Third, although both parties are quite eurosceptic, the League seems to be more against
the existing rules of EU and eurozone, having said that it wants to leave the eurozone
as soon as politically feasible. 32 M5S’s politics are more ambiguous, but it has ruled out
leaving eurozone.
In May 2018, the coalition government published a 58-page agreement document,
whereby the two parties insisted on anti-immigration measures. They introduced
a special law to limit the amount of time that migrants can stay in Italy before
deportation, they opposed the Dublin treaty to force “automatic and mandatory
relocation of asylum seekers among EU member states”, and they produced a “review”
of EU missions in the Mediterranean to prevent the arrival of boats in Italian ports
without “shared responsibility” from other countries. 33
The eurosceptic attitude of the two parties is also revealed in the agreement, which
emphasized the necessity to review the structure of European economic governance,
the rules related to the single market and the mechanisms for the management of EU
funds. Furthermore, the agreement clearly expressed opposition to all “aspects” of trade
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deals like CETA and TTIP due to their “negative” impact on citizen protections and
competition. 34
While totally ignoring the negative fiscal impact, the coalition was ready to introduce
a double-tiered “flat tax” regime, setting the tax for individual income at 15%, for
companies at 20%, and introducing a fixed deduction of 3,000 euros for families and a
basic income for every Italian citizen. They wanted to allow people to leave work when
the sum of their age and their years of contribution reached 100. They also committed
to investing 2 billion euros to support the jobless and to provide free care for Italian
families, as well as an “economic prize” for women who return to work after maternity
leave. 35 If this document comes in effect, another 100 billion euros would be added to
the public deficit in the medium term, which would amount to about 6% of GDP in
additional deficit spending, according to the estimates by Carlo Cottarelli, the former
director of fiscal affairs at the International Monetary Fund. 36
In October 2018, Italy submitted its budgetary plan with a deficit of around 2.4%
of GDP and public debt at around 131% of GDP. 37 Italy insisted that the chosen
expansionary policy is necessary to stimulate the sluggish post-crisis economy and
accelerate economic growth. However, unsurprisingly, the EU rejected the plan for
“particularly serious non-compliance with the budgetary policy obligations laid down
in the Stability and Growth Pact” and threatened that if Italy insists on implementing
this budget, it would have to face an initial penalty of 0.2% of GDP, which could rise
to 0.7% in case of further non-compliance. EC Vice President Valdis Dombrovskis
even warned that the Italian budget plan “is counterproductive to the Italian
economy itself.”38
After weeks of negotiation, Italy and the European Commission have finally reached a
compromise through a stepping-back by both sides. Valdis Dombrovskis said the deal
would mean 10 billion euros of extra cuts from Rome, and the Italian prime minister
had agreed that this would come partly from higher taxes on companies and cuts
in some planned investment. Italy has lowered its 2.4% target to 2.04%, while the
Commission agreed to accept a deficit that would rise the following year instead of
falling. 39
EU Commissioner Pierre Moscovici praised this agreement as “a victory of political
dialogue” and said this will “make the euro stronger”. Valdis Dombrovskis, however,
described the agreement as a “borderline compromise” that fails to provide longterm solutions to the country’s economic problems. “But it enables us, for now,
to avoid opening a debt procedure, as long as the negotiated measures are fully
applied.”40
The confrontation between the EU and Italy shows the economic risks that populism
may bring. Getting the budget right is crucial to Italy, as it can improve investor
sentiments towards Italy and reduce government and business borrowing costs. The
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budget is also of great importance to the EU because Italy is the third-largest economy
in the eurozone and its possible economic collapse (or need for financial aid) would
damage the confidence of investors in the economic and political stability of the entire
eurozone.
After Matteo Salvini failed to win the election, which he himself demanded in an
attempt to kick M5S out, the anti-establishment M5S chose to form a new government
with the centre-left Democratic Party, which may result in Italy turning back to more
moderate, EU-friendly economic and migration policies. However, so far the new
coalition has also been unable to tighten fiscal policy.

POPULISM AND PROTECTIONISM
The protectionist trade policy of political parties is unrealistic under the constraints
of single market competition rules in the European Union. Therefore, to illustrate the
implementation of protective economic mechanisms as consequences of populism, the
United States can serve as a good example.
Only days after his inauguration in January 2017, President Trump signed a
memorandum on the US’s withdrawal from the unratified Trans-Pacific Partnership
Agreement (TPP), which is one of the most ambitious free trade agreements in history.
On top of the huge potential market that the TPP may have provided, the TPP is also a
strategic arrangement to exclude China and thus secure preferential access to regional
markets for US companies over Chinese firms.41 Many analysts criticized this decision,
as the US could lose access to potential new markets and would still not bring back
manufacturing and low-skill jobs. Ian Bremmer, president of the Eurasia group, warned
that “killing TPP really undermines the United States in the eyes of Asian allies”, while
Republican Senator John McCain described it as a “serious mistake that will have
lasting consequences for America’s economy and our strategic position in the AsiaPacific region”. He said the decision will “forfeit the opportunity to promote American
exports, reduce trade barriers, open new markets, and protect American invention and
innovation.”42
Similarly, talks on the US-EU Transatlantic Trade and Investment Partnership (TTIP)
have also stalled, despite the fact that the TTIP had already gone through three years
of negotiation since 2013 and was almost ready to sign. The deal was expected to be
the biggest bilateral free trade agreement in history – it aimed at boosting jobs and
facilitating trade between the two largest economies.43 Although there are many
sceptical voices speaking out against TTIP, particularly from EU left-wing protesters
who say that the TTIP would lower the EU’s environmental, health and safety
standards to American levels,44 officials from the two sides were positive towards the
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agreement. On one side, the TTIP is going to “help unlock opportunity for American
families, workers, businesses, farmers and ranchers through increased access to
European markets for Made-in-America goods and services. This will help to promote
U.S. international competitiveness, jobs and growth” (White House, Transatlantic
Trade and Investment Partnership (T-TIP)). On the other side, the TTIP means more
economic opportunities, a stronger voice in the world and a closer alliance with the US
on economic and regulatory issues for the EU.45
In addition to withdrawing from or halting multilateral trade agreements, President
Trump has also imposed tariffs on imported products from other countries, including
close strategic partners. In March 2018, he imposed tariffs of 25% and 10% on steel and
aluminium imports, separately – despite widespread opposition in Congress and the
fact that it breaks IMF tariff commitments – by arguing that foreign countries’ current
trade practices with the United States are a threat to national security.46 According to a
study by the Peterson Institute for International Economics, Trump’s steel tariffs have
brought benefits with large costs. The tariffs have raised the price of steel products by
8.9%, which has delivered a cost increase of about 5.6 billion USD to steel users; at the
same time, the tariff created 8,700 jobs in the steel industry, which means steel users
paid an extra 650,000 USD for each job created.47 The steel and aluminium tariffs have
resulted in global trade losses of 14.2 billion USD per year, including 2.6 billion USD for
the EU.48
A study released in November 2018 by the Policy Department for External Relations
of the European Parliament provides some scenarios for EU–US trade relations – the
EU could stand up to the US administration’s “bullying”, or it could take advantage of
America’s need for a “rebalancing” by building its own stature and taking simple steps
to improve EU–US trade. But the report also pointed out that no matter which scenario
plays out, the bilateral trading relationship – and indeed the global trading order – will
have worsened.49
The US–China trade war and tariff hikes will have a lasting influence on international
trade. Although the US and China have held several rounds of trade talks, the
fundamental conflict between two countries is hard to resolve in the short run – some
have argued that the US and China will never agree on intellectual property, technology
transfer or China’s high-tech industrial aspirations. 50
In their paper “Who is Paying for the Trade War with China?”, the authors came to
the conclusion that the tariff burden falls not on American consumers or firms, but on
Chinese exporters. Due to the strategic plan of levying import duties on goods with
high elasticities, Chinese firms pay around 75% of the tariff, and this causes exports
of affected goods to decrease by around 37%, which narrows the US’s trade deficit
with China by 17%. Furthermore, the tariff revenues amount to 22.5 billion USD,
out of which 18.9 billion USD are to be paid by Chinese firms, which implies that
there are 18.4 billion USD net welfare gains for US consumers. 51 But according to
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another research paper by economists at Princeton, Columbia, as well as the Federal
Reserve Bank of New York, the tariff falls on domestic consumers, with a reduction in
US real income by 1.4 billion USD per month by the end of 2018. During 2018, “the
U.S. experienced substantial increases in the prices of intermediates and final goods,
dramatic changes to its supply-chain network, reductions in availability of imported
varieties, and complete passthrough of the tariffs into domestic prices of imported
goods.”52
A report from Goldman Sachs also states that the burden of tariffs imposed by President
Trump has fallen “entirely” on American businesses and households, with a greater
impact on consumer prices than previously expected. At the same time, Chinese
exporters have not lowered their prices to better compete in the US market. 53
It must be acknowledged that the US-China trade war has impeded the economic
situation in both countries and worsened the incomes of different interest groups,
including consumers, farmers and manufacturers.

CONCLUSION
Radicalization is on a rapid rise in the EU and around the world as people have suffered
from uncontrolled migration and the severe consequences of an economic crisis –
including sluggish recovery, unemployment and inequality – are frustrated and eager to
change the status-quo. The antagonism between “the people” and “the elite” is mostly
spreading among frustrated low-income or unemployed persons who are ready to
protest against the establishment in all possible ways.
This trend can be clearly seen in the political landscape across the EU, as populistic
parties are gaining increasing popularity in many member states. On the one hand,
voters driven by dissatisfaction rooted in a mixture of the consequences of the
economic recession, fear of immigrant flows and a high disparity between “rich” and
“poor” tend to choose non-mainstream political parties in hopes of changing the
status-quo. On the other hand, in response to domestic demands, the non-mainstream
parties (many of which are populistic and EU-sceptical), which promise immediate
welfare based on unrealistic commitments such as tax cuts, high salaries and pensions,
early retirement, employment booms, etc., are gaining more weight in national
political systems.
One of the research findings is that populism can bring high risks to the national
economy. First, the populistic parties are hostile to immigrants, who can play an
essential role in boosting economic growth. In addition, anti-immigration policies have
a negative impact on a nation’s state of mind (by fostering xenophobia, hatred, etc.).
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Second, many elected parties are EU-sceptical – they question the economic benefits
of membership in the EU and eurozone and even advocate the advantages of leaving
the EU or eurozone in line with the “Brexit” case. Third, in order to meet the voters’
demands and expectations, populistic parties promise broad economic and social
benefits based on expansionary fiscal policy and protectionism (in the cases of Greece
and Italy). However, when these parties come to power, they usually have no capacity
to fully deliver on their commitments. Unfortunately, some unrealistic or high-risk
pledges end up in increasing the vulnerability of the national economy and the economy
of the entire EU, in particular the eurozone.
Protectionist trade policies are unrealistic under the constraints of the single market
competition rules in the European Union. Therefore, to illustrate the implementation
of protective economic mechanisms as a consequence of radicalization and populism,
we can look at the United States. The current economic policy of President Trump’s
administration can serve as a typical example of protectionism, with its accompanying
negative impact on the national and global economy.
All these examples illustrate the inherent vulnerability of populist parties in delivering
on their commitments, which inevitably leads to disappointment amongst their
supporters. Therefore, populist parties often are short-aged and disappear once their
supporters realize that the perceptions they provide are fantasy. However, people in
the EU and worldwide still need to be alert about the potential economic risks that
populism and radicalization may bring about.
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In 2019, Latvia’s role as a financial hub bridging Europe and Russia ended via a scurry
to fill the anti-money laundering and terrorism financing (AML/TF) gaps highlighted
by the US Treasury Department’s fatal blow last year to Latvia’s largest locally owned
bank. The European Central Bank had no choice but to order the liquidation of ABLV,
and within months, non-resident deposits across Latvia almost halved, effectively
bringing what had been a highly lucrative sector to heel.1 The news sent shockwaves
through the political and financial power circles of Europe, as AML/TF, a traditionally
isolated domain, was turned into a matter of foreign policy and backed by painful
sanctions. Reactions to these changes in Europe have been mild, but for Latvia, the year
has been a stark reminder of how a single sector can find itself on the geo-political fault
line between Russian and Western influence.
The nature of Latvia’s financial system has thus become a risk it must continue hedging
against in its foreign policy in order to ensure national security and financial stability.
While AML/TF remains at the crux of the issue, the wider financial system will have to
restructure itself around the gap left by the non-resident sector – a change which will be
carefully observed by allies. This article will provide a short overview of shifts in Latvia’s
financial sector, highlight how the sector’s paradigm was reinforced in 2019, and provide
suggestions on how Latvia should proceed in the future.
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BACKGROUND
The re-emergence of AML/TF as a priority stems from a convergence of US financial
and security policies, starting with US prosecutions of foreign banks by imposing crossborder criminal liability for traditional financial crimes like benchmark manipulation or
tax evasion.2
The 2018 FinCEN finding against ABLV proposed implementing the most severe
“special measure” allowed by US law – a prohibition on correspondent accounts
in the US and a virtual shut-out from the US dollar-dominated global financial
network – which is an example of a new application of such sanctions. The US
publicly acknowledged that an intended consequence of this action is not only to
safeguard its financial institutions, but also to “effectively [shutter] a key access point
being exploited by illicit Russian actors to access the European and international
banking system”. 3 This acknowledgment was preceded by the deployment of a
strategy aimed at “[maximizing] pressure on Russia while minimizing unintentional
spillovers on [allies]”.4 The measure has generally been engaged against highrisk jurisdictions or overtly hostile states, like Iran and North Korea. Among such
adversarial states, Latvia is the only allied EU country to be placed on the special
measure’s list.
What makes this noteworthy for foreign policy considerations is the previous longterm cooperation between Latvia and other institutional partners in the sphere. Over
the past 20 years, close cooperation in AML/TF seems to have followed a difficult but
steady trend of international approval marred by periodic setbacks due to a lack of
capacity and resources. 5 A series of regulatory changes helped secure a green light for
EU accession in 2004, for changing the national currency to the euro in 2014, and for
OECD accession in 2016. Follow-up reports from various organizations over the years
have highlighted how strengthened legislation does not translate into enforcement by
authorities, a theme still present in an OECD report on Latvia from October 2019. 6
This history depicts a Latvia that has consistently shifted policy toward Western
requirements but has failed in supporting the realization of this policy and in
ensuring enforcement.

THE FINANCIAL SECTOR AND AML/TF IN 2019
While the core financial determinants in Latvia remain healthy and the swift decline of
the non-resident deposit sector has continued in 2019, the move towards new business
models has been slow. Non-resident deposits have decreased to just 1.4 billion, from
12.4 billion in 2015, and several banks have announced a pivot in their business.7
However, in 2016 the ratio of domestic loans for banks aimed at foreign clients was at
97

11%, which has decreased to 7% in 2019.8 Similarly, domestic loans had increased by
just 2.1% by the middle of the year.9 Banks have espoused shifts towards crediting and
servicing for local accounts, especially through the added value of new services based
on digitization and financial technology, but tangible offerings have not manifested
strongly this year.10
The new head of the Bank of Latvia professed support for this shift, but an institutional
strategy for such a policy is still lacking.11 The proposal of an institutional merger
between the Financial Capital Markets Commission and the Bank of Latvia has a
similar lack of concreteness.12 These will be changes that are carefully observed by
international partners, especially since they are tied to the overall goal of “renovating”
the system. A prolonged failure to shift the banking sector to having a domestic focus
may highlight the reticence of international partners.
Pressure from international partners in the financial sphere also continued this year,
with a push for continued AML/TF reforms.13 This was undergirded by an expression
of distrust towards Pēters Putniņš, the previous head of the Financial and Capital
Market Commission (FCMC), by the US Embassy in Latvia.14 The recent election of
a new head of the FCMC is considered a part of the systematic “overhaul” promised
by Prime Minister Kariņš.15 Yet the prime minister also acknowledged in May of
this year that a failure to implement further norms could result in the placement
of Latvia onto a gray list, which would bring forth a “recession”.16 While a myriad of
changes have been made to strengthen the AML/TF system,17 the risk of Latvia being
included in the Council of Europe MONEYVAL grey list remains high, largely due
to the ineffectiveness of relevant beneficial ownership information and of preventing
proliferation financing.18
In November, the minister of finance of Latvia, together with those of several key
European Union member states19 issued a joint position paper proposing a centralized
AML supervisory body with authority across the EU.20 This comes following last year’s
European Commission legislation aimed at strengthening AML coordination via the
European Banking Authority, which works with other EU bank supervisors. However,
this was regarded as missing “teeth”, as it was only able to act after national failures
manifest and it had little capacity for remedial action.21 This proposal allows for an
EU supervisor to directly select national entities that necessitate additional attention,
allowing for risk metrics beyond the standard risk criteria. Such a proposal is novel
and retains legitimacy due to the large powers backing it – but that can also become a
risk due to the different interests at play, and it will be critical to carefully negotiate the
process for a concrete and beneficial result.

98

THE PATH FORWARD
The short term goals of Latvia should focus on fulfilling the requirements set by FATF
and MONEYVAL – failing their requirements could make Latvia one of the first EU
member states to be placed on the grey list of the latter institution. The stakes for the
grey list are high, with the capacity for more damage to national financial stability
than the initial ABLV money run and following evacuation of non-resident funds from
Latvia. It would reign in the severe distrust of Latvian authorities, with a significant
repellant effect on international investors for years to come, and would further harm
Latvia’s public diplomacy ability. Fulfilling the requirements of these institutions is the
trajectory of least resistance to restoring stability and the public image of Latvia in the
short term.
In terms of long-term goals for the financial sector, Latvia should assess the root causes
of the scrutiny is receiving from the gamut of international players. This correlates to
several factors.
First was the attention paid to Latvia’s banking sector by the US – Latvia’s foreign
policy should have played an important part in creating a social-capital based buffer
capable of securing allied trust. That buffer should have been able to prevent the
FinCEN action against ABLV, which was clandestine in nature, and the further
steering of international institutional attention towards the Latvian financial domain.
The main tool of FATF, for example, is a comprehensive review process based on
reviews of their members by the secretariat, peers, and themselves. If a member is noncompliant, they have to report their deficiencies and cooperate with FATF missions
sent to their country. The informal organization can also request that banks pay special
attention to transactions with non-complying countries. All decisions go through
internal discussions and review procedures. This mechanism, however, was specifically
maneuvered around by the organization’s members from Latvia. It is critical that
Latvia continue providing resources to better communicate the position of its financial
and AML/TF system within international fora to redeem its financial sector and renew
trust from partners.
Second, there is a clear undercurrent of focus on Latvia’s ties to Russia and CIS
countries – the unilateral FinCEN report was used to place pressure on Russia, and
continuous attention from international institutions is focussed on irreversibly
cutting off Latvian banks as a method of channeling eastern funds. This poses
several important issues regarding Latvian foreign policy towards the West. With
an increase in financial market globalization, the domestic management of Latvian
finance is becoming a matter of international importance. This is highlighted by
uncharacteristic international commentary into the local financial leadership and
general structure. Latvia’s legacy ties to Russia and CIS countries in the form of
financial flows are thus capable of creating destabilizing risks, with the potential
for intervention by both allies and adversaries. It is important that Latvia’s strong
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stance against Russian aggression is not considered hypocritical because of a more
welcoming approach to their illicit funds.
Third, the push for reforms has until very recently been largely ignored by
European and EU institutions. This is perhaps a symptom of less attention being
paid to the financial systems of larger European nations, but it is unlikely to
remain that way. The joint proposal for a stronger EU AML/TF authority is an
important step in the direction of consolidating AML strength in Europe, and
a step toward easing the burden for Latvia as a single nation in dealings with the
wider international arena. It is vital that Latvia help maintain the acceleration of
the initiative and bring about a tangible result. If tenable, Latvia could also position
itself to house the new authority to further build confidence in its dedication to
reforming its system.
Fourth, Latvia must be more attentive to the shifting foci of international attention.
The nation took for granted its history of cooperation with the US, and assumed that
the fulfilment of European Union AML standards was enough to protect the nation
from significant AML-related scrutiny. This was exemplified by the quiet demise
of then-Prime Minister Kalvītis’s Council for the Development of the Financial
Sector, which highlighted a de-prioritization of AML matters. Such quick juggling
of priorities is dangerous to building a stable foreign policy. Latvia must ensure that
there is continuous attention paid to larger powers’ concerns over Latvian issues, as
this may be one of their main mechanisms for constructing rapport with the nation.
This also means either doing away with or being significantly more concrete with
proposals from heads of institutions, like the aforementioned merger of the FCMC
and the Bank of Latvia.
To better understand its international priorities, Latvia should also carefully consider
the intentions and interests of other states in the region, and how Latvia can play a part
in those interests. The return of geopolitical interests that have come with mounting
polar tensions is one example of this. Concurrently, Latvia can decide to offer more
support to mechanisms capable of protecting it from the unilateral soft power of
other nations in the region. Pushing for the formation of more mechanisms capable of
bypassing the US dollar system, which the European Union is slowly pivoting towards,
is an example of this. However, a willingness to join such initiatives must be carefully
balanced against potential misuse, but it may help in preventing future destabilizing
shocks.
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LATVIA AND TRANSATLANTICISM
Gunda Reire
Advisor to the Minister of Foreign Affairs of the Republic of Latvia |
Director of the Center for International Studies

Americans are from Mars, but Europeans from Venus, – Robert Kagan asserts in his
bestseller,1 referring to America’s low tolerance for insecurity and its well-developed
military capabilities directed toward adversaries, as well as the traumatic and bloody
20th-century history of Europe, its reliance on protection from the U.S. during the Cold
War and its low level of readiness to defend freedom by military means. Essentially,
this idea refers to the global power of the U.S. and its willingness to use force, even
unilaterally, if necessary, and Europe’s belief that conflicts are best dealt with utilising
multilateral engagement and diplomacy. Even back at the turn of the millennium, there
were rumours of an impending collapse of transatlantic relations and of irreconcilable
differences between European and U.S. approaches to security, whether those
differences were in identifying priorities and threats, the definition of challenges or the
shaping and implementation of foreign and security policy. It should, of course, be noted
that this happened against the backdrop of the Iraq war, and differing views on the
best response to terrorism as well as on the presence of weapons of mass destruction.
Moving to today, there is a desire to re-assess whether we can still talk about “Mars” and
“Venus” in transatlantic relations, and if we do, we may also ask to which side we could
add Latvia.
In a wider sense, the concept of “transatlantic relations” refers to the idea that there is
a special type of relationship – historical, cultural, political, economic and social –
between Europe and the United States of America and Canada. From this point of view,
the concept of transatlantic democracy is largely in line with the concept of the “West”
(including both sides of the Atlantic), thus highlighting a partnership with a shared
vision of the world and shared political objectives. For the sake of analysis, however, this
description may be considered too general, as it hinders determining whether changes
are taking place in transatlantic relationships and, if so, what kind. Instead, it is worth
addressing the “transatlantic security community” concept, which is based on three
key characteristics: interdependence, common institutions, and identity (values). By
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combining these three factors, we develop relationships in which the participating states
consider each other to be partners and do not threaten each other, and in which the use
of force against one another is inconceivable. In addition, these states share common
(Western) values (democracy, economic freedom, human rights, etc.), as well as
agreeing on the norms, such as consulting each other before making a political decision
that would affect the other party.
Transatlanticism takes a central position in Latvia’s foreign policy and security policy.
Latvia’s security is strongly rooted in the close cooperation between Europe, the
United States and Canada. As stated in the Foreign Policy Report of 2018, the main
goal of Latvia’s foreign policy is putting into practice of principles laid down in the
Satversme (the Latvian Constitution), thereby promoting the welfare of the people
of Latvia and its external security, and one of the ways to do this is by strengthening
transatlantic relations grounded on NATO, which stems from the Washington Treaty,
and to be fully engaged in preserving and developing the existing international
system. 2

RELATIONS BETWEEN THE UNITED STATES AND LATVIA
The United States of America is Latvia’s strategic partner and ally and is a key player in
strengthening security in eastern Europe. It should be recalled that, during the Cold
War, the U.S. systematically and consistently implemented its policy of non-recognition
of the occupation of Latvia, and subsequently contributed to the restoration of Latvia’s
independence and to Latvia’s accession in the European Union and NATO. Moreover,
following Russia’s aggression in Ukraine in 2014, the U.S. was the first country to
respond, launching operation “Atlantic Resolve.” It’s precisely security policy that is
considered to be the main foundation for bilateral cooperation between Latvia and the
United States of America.
In 2019, active political dialogue and extensive practical cooperation with the U.S.
continued with Latvia, both regarding significant events in the region and international
policy more generally. It is safe to say that the intense high-level dialogue that Latvia has
had in recent years with the present U.S. administration has not been experienced in a
long time.
The most significant event in political relations between the two countries was the visit
of Latvian Prime Minister Krišjānis Kariņš to the United States from 9 July to 14 July
2019, during which he had a meeting with U.S. Vice President Mike Pence, Secretary
of the Treasury Steven Mnuchin, Secretary of Commerce Wilbur Ross, Secretary
of Energy Rick Perry, Speaker of the United States House of Representatives Nancy
Pelosi, a number of congressmen and senators, and U.S. investors and bankers, as well as
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having discussions with think-tank representatives and interviews with the media. Such
kinds of interstate relation visits are of great importance, as the chosen destinations of
heads of states gives a signal of their own and indicate their state’s priorities. Similarly,
they build the state’s reputation and smooth the way towards further improving
relations. The visit by Latvian Prime Minister Kariņš to the U.S. was a good sign of
the strategic partnership between Latvia and the U.S., highlighting a mutual interest
in ensuring close cooperation in the fields of security, economy, trade, energy and
finance – in other words, reinforcing their commitment to upholding transatlantic links.
Prime Minister Kariņš spoke very briefly about one of the most important conclusions
of the visit in an interview to Latvian Television: “I also understood that there were no
signs of diminishing U.S. interest in being cornerstone of the NATO alliance for our
region.”3
Regular political contacts with the U.S. administration and Congress (including regular
visits by U.S. senators and congressmen to Latvia) have helped further strengthen
the U.S. military presence in the Baltic region, including Latvia, and the U.S. also
supports the continued strengthening of Latvia’s defence capabilities. Mutual interest in
transatlantic relations has been confirmed by the decision taken by the U.S. in 2018 to
provide 170 million USD in funding for the security of the Baltic States, as well as by
a significant increase in funds for the European Deterrence Initiative (from 4.8 billion
USD to 6.5 billion USD).

A review of the main US and Latvian official visits in 20194
Date

Official

Aim of the visit

4–7 February

Minister of Foreign Affairs
of the Republic of Latvia
Edgars Rinkēvičs

Working visit to the U.S. to take part
in the Global Coalition to Defeat
ISIS Foreign Ministers’ Meeting,
Washington, D.C.

2–5 April

Minister of Foreign Affairs
of the Republic of Latvia,
Edgars Rinkēvičs

Meeting of NATO foreign ministers in
Washington, D.C.

12–14 April

Minister of Finance of the
Republic of Latvia, Jānis
Reirs

Finance Minister Reirs led Latvia’s
delegation at the annual meeting of
the World Bank/IMF in Washington;
a bilateral meeting also took place
with Assistant Secretary for Terrorist
Financing Marshall Billingslea

2 May

Minister of Economics of
the Republic of Latvia,
Ralfs Nemiro

The minister and a delegation
of entrepreneurs took part in
the business networking event
Spotlight 2.0

105

Date

Official

Aim of the visit

10 May

Minister of Defence of
the Republic of Latvia,
Artis Pabriks

Met with U.S. Deputy Secretary for
Defence, Patrick Shanahan

15–16 May

Assistant Secretary
for Terrorist Financing,
Marshall Billingslea

Marshall Billingslea arrived on
a visit to Latvia to discuss the
comprehensive reform of the finance
sector in Latvia; he met with Prime
Minister Kariņš, and took part in
discussions at a number of ministries
as well as at the Financial Intelligence
Unit of Latvia

9–14 July

Prime Minister Krišjānis
Kariņš

8–9 October

14–21 October

Working visit to the U.S. (Washington,
D.C., New York), where he met with
U.S. Vice President Pence; Secretary
of the Treasury Steven Mnuchin;
Trade Secretary Wilbur Ross; Energy
Secretary Rick Perry; Speaker
of the United States House of
Representatives, Nancy Pelosi; and
several congressmen and senators, as
well as U.S. investors and bankers
U.S. Energy Secretary, Rick Visited Latvia to take part in the
conference organized by Eurogas,
Perry
“The Baltic Region: Setting the pace
for gas market integration in the EU,”
as well as meeting with the President
of Latvia, Prime Minister, Minister of
Economics and Minister of Defence
Minister of Finance of the
Republic of Latvia, Jānis
Reirs

Latvia’s delegation in Washington, led
by Finance Minister Reirs, took part in
World Bank/IMF meetings; a bilateral
meeting with the U.S. Department of
the Treasury also took place

One of the most significant events with regard to transatlantic relations, both in
relations with the U.S. and with Canada – although for objective reasons the event
cannot be adequately reflected in this article5 – is the 70th anniversary of NATO, which
will be marked at the leaders’ meeting in London in December 2019. Foreign Minister
Edgars Rinkēvičs has stated his hope that NATO summit be a demonstration of the
unity and solidarity amongst Allies, of their close transatlantic links and support for
continued work on defence and deterrence measures.6 From Latvia’s point of view,
NATO unity and cohesion, and an endorsement of confidence in Article 5 of the NATO
Treaty on collective security, are the most important messages we expect from NATO
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in 2019. As mentioned in the introduction to this article, institutions to which we
belong in common – such as NATO – are one of the pillars of the transatlantic security
community, while Article 5 of the treaty establishing the organization is not only a
cornerstone for collective security, but also serves as a symbol for shared values and
links between the member states.
In February 2019, 150 troops from the U.S. arrived in Latvia as part of operation
“Atlantic Resolve.” Along with 13 UH60 and HH-60 “Black Hawk” helicopters,
they served for 9 months at the National Armed Forces aviation base in Lielvārde.
In October 2019, the next rotation of U.S. military forces in Europe, including
in the Baltics, deployed via the port of Riga on their way to serve in Lithuania.
In the context of transatlantic relations, this operation is significant as it was
launched by the U.S. following Russia’s annexation of Crimea in spring 2014 and
Russian aggression in eastern Ukraine. The aim of this U.S. military mission is to
“demonstrate the continued U.S. contribution to the collective security of NATO
member states by promoting peace and stability in the Baltic States and Poland;” 7 the
operation has also been extended in Romania and Bulgaria. In January 2015, when
soldiers arriving under operation “Atlantic Resolve” were welcomed ceremoniously
at the Ādaži base, the strategic importance of the operation was highlighted by the
Minister of Defence at the time, Raimonds Vējonis: “This is also a clear signal to
Russia that NATO works as a unified entity in this region and we are prepared for
a variety of challenges.”8 Lieutenant General Raimonds Graube, then Commander
of the Latvian Armed Forces, recalled that “in Afghanistan and Iraq, our soldiers
fought shoulder-to-shoulder for our values – freedom and independence. And today
you are here because the situation following Russian aggression in Ukraine has
changed the regional situation and the world. U.S. soldiers have arrived here today as
NATO soldiers to assure everyone of the U.S. resolve to invest in the security of the
Allies.”
In May 2019, Latvia’s Ministry of Defence and the U.S. Department of Defence
signed a road map for defence cooperation between Latvia and the U.S. for the
next five years, confirming their commitment to continue targeted and mutually
beneficial cooperation in defence. “One of the main objectives, considering that we
spend at least 2% on our defence, is to get more support for our own state security
and regional security, because even with 2% there are a number of things which we
cannot cope with immediately. And this cooperation document for the next five
years highlights these,” 9 commented Defence Minister Artis Pabriks on the signed
agreement. He also highlighted the main cooperation priorities: “Air defence,
anti-aircraft defence, continued development of the ground forces, improved
strengthening of our marine borders and of course various logistical issues, which
means building up our army bases and shooting ranges.”10 Latvia is interested
in a separate, multi-annual financial support model for the Baltic States, which
would enable the region to focus on developing more ambitious capabilities. For
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Latvia’s security, the current U.S. military presence in Latvia is crucial; alongside
with NATO’s presence, it provides security and stability in the Baltic region and
throughout Europe as a whole.
Talking of the future, in order to deter Russian aggression, it is important to maintain
the U.S. involvement in Latvia and to further develop that cooperation in areas such
as military training, the deployment of military capabilities, and the supply of arms
and other support to strengthen Latvia’s national capabilities. Latvian officials have
expressed their support for and satisfaction with increasing the number of U.S. soldiers
in Poland, which will have a positive resonance for security in the entire region, and it
would be in Latvia’s interests for this to be continued as well as being reflected in the
presence of the US in the Baltic States.
A major and significant event in spring 2020 will be the “Defender-Europe 20”
exercise under U.S. leadership, which anticipates the deployment of the largest
number of U.S.-based forces that has taken place in Europe in the last 25 years in the
framework of military training - it will take place in 10 countries, including Latvia.11
A total of 37,000 troops from the U.S. and 17 other countries will participate and a
number of other military exercises will be associated and integrated with it, including
“Allied Spirit XI,” “Dynamic Front 2020,” “Joint Warfighting Assessment 2020,”
“Saber Strike 2020” and “Swift Response 2020.” It is important for the security of
Latvia and the whole region that “Defender-Europe 20” is similar to the Cold War era
“Reforger” manoeuvres. During the Cold War, huge military exercises were organized
every year in Western Europe with the aim of bringing large forces to Europe in a
short time in order to be prepared for a potential attack by the USSR; the name of
the training exercises was “Reforger,” an abbreviation in English from “Return of
Forces to Germany.” Today, by learning to quickly move large numbers of troops and
military equipment from the United States to Europe and to respond quickly and
smoothly with Allies and partners in any potential crisis, “Defender-Europe 20” will
increase strategic preparedness and interoperability.12 The training exercises support
NATO’s defined goals of increasing the preparedness of the alliance and deterrence
of potential adversaries.
One element of transatlantic relations is, undeniably, economic relations. Trade
turnover is increasing slowly but steadily, in particular with regards to Latvia’s exports
to the U.S. Flagship companies based in Latvia such as “Valmieras stikla šķiedra,”
“Printful,” “Mikrotik,” “SAF Engineering” and various innovative start-ups have
established permanent economic links with the U.S. – exporting their products,
investing, and establishing branches of their businesses in the U.S. Working in the U.S.
business environment enhances the global competitiveness of these innovative Latvian
companies. At the same time, it is important to promote a greater and more visible U.S.
economic presence in Latvia, which also plays a key role in strengthening state security.
Latvia’s close dialogue with the U.S. in improving control over financial flows, which
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continued in 2019 and can be seen in exchanges of official visits will boost Latvia’s
competitiveness in the long term and attract new U.S. investments, including in the
financial sector.
Data from the Central Statistical Bureau13 shows that in 2018 the U.S. ranked 9th
among the countries to which Latvian goods were exported and 16 th in the import
of goods. The export value of goods amounted to 514 million euros (580 million
USD), while imports amounted to 266 million euros (300 million USD). In 2018,
the largest export and import section of goods to the U.S. consisted of AirBaltic
passenger airline engine purchases. In 2018, the other main types of export
goods were communication equipment for wireless networks (40 million euros,
or 45 million USD), spirits (17.5 million euros, or 20 million USD, via “Latvijas
Balzams”), glass fibre (11.5 million euros, or 13 million USD, via “Valmieras stikla
šķiedra”). There were also goods exported by Latvian high-technology companies
such as “Light Guide Optics International” (optic cables), “Biosan” (medical/
scientific equipment for laboratories), and “SAF Engineering” (communication
devices). The majority of U.S. imports to Latvia were made up of various kinds of
electronic hardware.
Data from the Bank of Latvia14 shows that in 2018, the total turnover of trade in
services between Latvia and the U.S. amounted to 267 million euros (300 million
USD). In 2018, the export of services to the U.S. amounted to 187 million euros, or
211 million USD (up 21% from 2017), of which exports of telecommunications,
computers and information services amounted to 70 million euros (79 million USD).
In turn, imports of services from Latvia were 80 million euros, or 90 million USD (up
19% from 2017).
According to the Bank of Latvia’s data,15 at the end of 2018, U.S. direct investments in
Latvia amounted to 161 million euros (or 182 million USD). In the first quarter of 2019,
investments amounted to 137 million euros (or 154 million USD). According to data
from Lursoft, in June 2019, U.S. direct investments in the capital of Latvian companies
amounted to 88 million euros (100 million USD); 424 companies that have U.S.
investment in equity capital were registered in Latvia’s Enterprise Register. The largest
U.S. investor in Latvia is RA Citadele Holdings, LLC (Ripplewood Advisers), with an
investment of 35 million euros (or 40 million USD). According to information from the
Bank of Latvia, at the end of 2018, Latvia’s investments in the U.S. reached 104 million
euros (118 million USD), while investment had already increased to 130 million euros
(147 million USD) in the first quarter of 2019. Among Latvia’s biggest investors are
“Valmieras stikla šķiedra” and “SAF Engineering.”
The U.S. is also an important partner in strengthening the European Union’s energy
security and independence. As part of the Transatlantic Energy Cooperation Initiative,
the three Baltic States and the U.S. have established a 3+1 cooperation format in the
field of energy. As part of this initiative, a series of joint measures are to be launched
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during 2020, including measures to strengthen cyber security and regional energy
security, as well as develop innovative low-emission technologies.
This 2019 review shows that Latvia’s transatlantic relationship with the U.S. can be
looked upon positively. At the same time, when thinking about future development
scenarios, it is important to note that there are signs that the role of the U.S. as a
“global policeman” in the world is diminishing – due to the course chosen by the
U.S. itself and its changing global priorities. In this context, a unified understanding
between the European Union and NATO on defence and security issues is in
Latvia’s interests. Since 2016, when it was mentioned in the European Union’s
Global Strategy,16 “European strategic autonomy” has often been referred to in
political circles. However, this concept is still understood differently in each member
state – ranging from the need to invest more in security and defence for Europe’s
autonomous operational capabilities; there is no single definition or understanding.
In general terms, Europe’s strategic autonomy is a concept through which ways are
sought to build a more capable and independent European Union in circumstances
when geopolitical competition increases. Strengthening of transatlantic links
is in Latvia’s interests, while in foreign policy and security policy Latvia has
demonstrated an openness to the exchange of views among Allies on strengthening
the resilience of the European Union and on securing Europe against modern-day
threats. Europe’s allies continue the positive trend of increasing defence spending,
taking into account the increasingly clear message from the United States about
the need to fulfil jointly taken decisions on a more equal distribution of defence
investments among Allies.
In addition, it should be mentioned that the U.S. presidential elections are taking place
in 2020 , and although a radical change in foreign policy is not expected, it is essential
that the way in which the U.S. acts on the international stage is no less predictable. In
the future, common political objectives and interests will continue to unite the U.S. and
the European Union, but it is also clear that, in the context of transatlantic relations, the
U.S. will continue to ask for greater investments from EU Member States.

RELATIONS BETWEEN CANADA AND LATVIA
Relations between Latvia and Canada are founded upon cooperation in the
transatlantic area. Canada was one of the first countries to ratify Latvia’s accession
to NATO in 2004. To account for changes in the international security environment,
an agreement was reached in Warsaw at the NATO Summit in 2016 about the
presence of NATO troops in the Baltic States and Poland – since 2017, multinational
battalion-size NATO battlegroups have been deployed in Latvia, Poland, Estonia and
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Lithuania, with Canada being the lead country for the battlegroup in Latvia. Canada
thus provides a contingent of over five hundred soldiers to the NATO Enhanced
Forward Presence in Latvia. The deployment of the Canadian-led battlegroup at the
base in Ādaži is a direct response by NATO to Russia’s aggression in Ukraine, Artis
Pabriks said in 2017 when he was still a member of the European Parliament (he
became Defence Minister in 2019), and this is a good signal, he said, for all those who
have questioned the Alliance’s ability to protect Latvia and other NATO member
states in the event of a military threat. At the same time, this bears witness to the
close relations between Latvia and Canada, which is developing with unprecedented
intensity.”17
Undeniably, the importance of political dialogue between Latvia and Canada has
increased significantly, just as Canada’s decision to assume the duty of being NATO’s
framework nation in Latvia is a strong signal for deterrence and solidarity. During a visit
to Riga in July 2018, Canadian Prime Minister Justin Trudeau confirmed to Latvian
Prime Minister Māris Kučinskis that Canada would continue to fulfil its duties as the
NATO framework nation in Latvia until 2023. Latvia-Canada relations are no doubt
strengthened in the context of transatlantic links and Canada also cultivates and
promotes its international role. “The foreign policy of Canadians is consistent and clear,
with no deviation from their values,” Pabriks has emphasized.
As part of the political dialogue, a number of high-level Canadian officials have visited
Latvia in the last three years – Governor General Julie Payette; Prime Minister Justin
Trudeau; Speaker of the Senate of Canada George Furey; Foreign Minister Stephane
Dion; and Defence Minister Harjit Sajjan. Two important official visits to Canada
took place in 2019 – one by Defence Minister Pabriks and one by Minister of Foreign
Affairs Rinkēvičs. Defence Minister Artis Pabriks went on a working visit to Canada
from 5 May to 8 May in 2019 to discuss cooperation in the field of defence, including
the NATO enhanced forward presence battlegroup in Latvia and regional security
challenges. During his visit, Minister Pabriks met with Canadian Defence Minister
Sajjan and other top officials in the Canadian defence sector, as well as the leadership of
the House of Commons Standing Committee on National Defence. Two months later,
from 2 July to 4 July Minister of Foreign Affairs Rinkēvičs participated in the annual
international conference organized jointly by the governments of Canada and Ukraine
dedicated to the reform process in Ukraine. During the visit, the minister also met
Canadian Minister of Foreign Affairs Chrystia Freeland. Minister Rinkēvičs confirmed
the important role of Canada, both as a bilateral and transatlantic partner, and
Latvia’s interest in continuing close political dialogue with Canada by strengthening
cooperation in the areas of security and defence. Similarly, when discussing security
policy issues with the Canadian Foreign Minister, Minister Rinkēvičs declared that
Latvia has started work on setting up a meeting of NATO foreign ministers in Latvia in
2021, which will also demonstrate the contribution of NATO’s enhanced presence to
the security of the region.18
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The Comprehensive Economic and Trade Agreement (CETA) between the European
Union and Canada provides a strong impetus to create economic contacts between the
two countries. In 2017, Latvia was the first EU member state to ratify this agreement.
It is significant that the ratification of CETA in Latvia took place at around the
same time as the arrival of the Canadian military contingent in Latvia. Since the
provisional application of the agreement came into effect, exports of Latvian goods
to Canada, particularly in the food industry, have increased significantly. At the time,
the economic and political importance of CETA was accurately described by current
Defence Minister Pabriks, who was at the point responsible for the treaty’s progress in
the European Parliament: “I think that this was very important for us, because Latvia
is one of those countries that are in the driving position of international trade and the
economy. We haven’t been in the big wide world as long as other countries and it is
harder for us to find trade niches. Being the first enables us to develop better relations
with Canada, also politically, of course. Canada appreciates this. They send us their
armed forces and we have good relations with them. This means our entrepreneurs in
Canada are met somewhat more favourably than a good many others.”19 By late 2019,
the treaty had been ratified by Canada and 13 of 28 EU member states.20 The agreement
revokes nearly all tariffs on goods and services in trade between Canada and Europe.
Reportedly, since the agreement came into force, overall exports from the EU to Canada
have grown by 15%.
Canada is a significant trading partner for Latvia, particularly considering AirBaltic’s
air fleet recovery programme in conjunction with Canadian manufacturer “Airbus”
(formerly “Bombardier”). Economic cooperation between Latvia and Canada may
also be developed further, for example in the high-tech and mechanical engineering/
metalworking sectors. In 2018, Latvia’s total trade turnover of goods and services
with Canada was 793.8 million euros, making Canada Latvia’s 13th largest foreign
trading partner. Earlier this year, Canada was Latvia’s 43rd largest export and 6th
largest import partner. 21 According to data from the Central Statistical Bureau, in
the first quarter of 2019, compared with the same period in 2018, food products had
decreased as a proportion of Latvia’s exports to Canada, while the export of various
industrial goods had increased. 22 As for the largest exporters to Canada in 2019,
“Latvijas balzams” is worth mentioning, however and export volumes continue to
grow by high-tech producers such as “Light Guide Optics International” and “Ceram
Optec,” (optic fibre solutions) as well as the navigation equipment developer “Fiber
Optical Solution”.
Overall, it can be concluded that in the framework of transatlantic relations, the
presence of the Canadian armed forces in Latvia continues to serve as an important
guarantor of Latvia’s security and as strong evidence of the solidarity of Allies in
addressing common security challenges. Speaking of Canada’s interest and involvement
in guaranteeing Latvia’s security, phrases such as “if they do it, then not for a short
time” and “Canada is a small country which can’t afford to ‘spread itself about’,” are
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used. In other words, Canada has chosen Latvia as its main base in Europe – it takes
its responsibilities very seriously and wishes to be as effective as possible, and Latvia
realizes this. Close cooperation between Latvia and Canada in the areas of security and
defence forms a good foundation for the implementation of political dialogue between
senior officials and expert-level contacts. It is in Latvia’s interests to use the openness
demonstrated by the Canadian government for political contacts and the support
provided for security in order to further transfer this dynamic to activating cooperation
between the two countries in the areas of economy, trade, education, and other areas
over the next few years.

CONCLUSIONS
In 2019, it is no longer possible to talk about the U.S. being from Mars and Europe from
Venus. Firstly, a one-dimensional concept of power does not exist – it did not exist at
the turn of millennium either in some very tangible and clear manner, but today it is
even less apparent. There is today an awareness in Europe of the role of military force
in strengthening the foundations of security. As highlighted in the Annual Report
of the Latvian Minister for Foreign Affairs on the accomplishments and further work
with respect to national foreign policy and the European Union 2018, “Security and
defence has become one of the principle avenues of cooperation in the European Union
and an integral part of the discussion on the future of Europe. NATO remains the main
organisation of collective defence, and at the same time, it is in the interests of Latvia as
an EU Member State to continue developing the EU’s civilian and defence capabilities
of crisis response.”23
Similarly, the U.S. is also aware that security in the long-term is not guaranteed by
force alone and that the maintenance of common norms and rules is important for
the development of common interests through long-standing cooperation structures,
access to open markets and the promotion of democracy and human rights. The 2018
NATO Summit in Brussels concluded both with significant decisions related to the
military and other areas24 and with a declaration that clearly expresses support for
shared values and interests: “We are determined to protect and defend our indivisible
security, our freedom, and our common values, including individual liberty, human
rights, democracy, and the rule of law. NATO remains the foundation for strong
collective defence and the essential transatlantic forum for security consultations and
decisions among the allies.”25 It is significant that, in Latvia’s case, transatlantic security
means close cooperation with both the U.S. and Canada, and this is highlighted by both
the link between security and economic issues and the strengthening of transatlantic
relations and common values in general.
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In terms of transatlantic security and its main institution, NATO, it should be
remembered that NATO’s “additional presence in the region is a direct response to
Russia’s aggression against Ukraine. Building capabilities by Russia in the Baltic
region relates to its efforts of securing advantages in the case of a potential conflict
with NATO, although the eventuality of a direct confrontation is still considered
to be low. Measures such as the deployment of Iskander missile systems in the
Kaliningrad region and staging of missile drills in our exclusive economic zone is
a deliberate demonstration of force aimed at challenging Latvia’s Euro-Atlantic
course and creating uncertainty among Latvian people.” 26 Given that Russia’s policy
remains aggressive and provocative, the significance of transatlantic security and
work at NATO in Latvia’s foreign policy and security policy will remain at the very
highest level.
This article shows that transatlantic interdependence in relations between Latvia, the
U.S. and Canada is reflected in both security and economic matters. The connection
between the economy and security in modern day international relations has become
particularly pronounced, and cooperation in the field of security is as important in
transatlantic relations as economic integration. As mutual understanding between
the U.S. and the European Union about the transatlantic security threats, methods for
addressing them and practical aspects of cooperation are getting closer, Latvia stresses
the responsibilities of all parties involved, while underlining that neither Europe nor
the US have an alternative to transatlantic cooperation: “Europe must become more
united and capable of defending itself, while at the same time avoiding any diminishing
of the significance of transatlantic links. This aim is keeping with the interests of
Latvia’s security.”27
At present there is talk of expected “seismic shifts” in global order, based on dynamics
in the quadrangle of relations between the U.S., Europe, China and Russia. For the
time being, it is not possible to make forecasts in this respect, but in the context of
transatlantic relations, it is essential that the transatlantic agenda continues to maintain
a liberal international order, rather than turn into simplified transatlantic cooperation
that only takes place when there is a need to be met.
In the future, transatlantic relations will certainly be impacted by the issue of China,
particularly the tension between the U.S. and China in trade matters. The increased
involvement of China in global processes creates both opportunities and challenges,
behind which hide deep contradictions with the Western world – ranging from
principles of human rights to security issues in the field of high-technology.
Russia’s influence on the nature and activities of transatlantic relations will continue in
the coming years. In 2019, French President Emanuel Macron called for an assessment
of the development of a new European defence architecture, anticipating the creation
of a common security area with Russia – “I am convinced that Russia’s future is
European. We believe in a Europe that stretches from Lisbon to Vladivostok,” Macron
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wrote on his Twitter account after meeting with Russian President Vladimir Putin.
However, in a situation where Russia is not changing its aggressive policy and does not
respect international law, the development of a new quality in the relations with Russia,
including in the area of security, would be contrary to the basic principles and values of
transatlantic relations.
On the other hand, with regard to the European Union, of course the question is open
as to how transatlantic cooperation will be formed following the United Kingdom’s
withdrawal from the European Union, also known as Brexit, whenever that might
happen. At the same time, it should be stressed that even after Brexit, the United
Kingdom will remain a strategically important partner for bilateral cooperation
with Latvia – within the framework of the European Union and NATO, in terms of
cooperation on common foreign and security policy, regarding internal security and
defence issues, and in other matters. Similarly, in the future, the presence of UK forces
will also be an important factor in the military security of the Baltic region.
The effects of globalization lie outside the control capabilities of individual states and
require extensive cooperation; in the future, as is the case currently, Europe, the U.S.
and Canada must be at the centre of such cooperation mechanisms. The challenge
is to balance the practical aspects of transatlantic relations with matters of values
and principles and to form a partnership so that we are able to respond to the diverse
threats and benefit from opportunities that will characterize the third decade of
the 21st century. Although divergences and even significant differences in views on
various issues are evident between the U.S. and the European Union, the transatlantic
link functions successfully on strategically important security issues. Transatlantic
relations should not be pragmatically understood to mean eternal unison; there will
be differences of opinion, various interests and problems, but the common founding
principles of relations remain the most important factor. In the long term, the only
significant question is whether Europe, the U.S. and Canada see themselves as partners
with a common identity based on values, multilateralism and the rule of law, and
whether they have a unified vision of the nature of threats and the need to respond to
these threats. In 2019, the answer is affirmative.
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LATVIAN DEFENCE:
GRADUALLY ADVANCING
Māris Andžāns
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The year 2019 marked the centenary of the formation of the Latvian army, as well as
70 years of NATO and 15 years since Latvia became a NATO member. This year saw
fewer events in defence sector development than in 2018, when Latvia reached 2%
of GDP for defence expenditure, acquired a range of arms and military equipment,
launched new procurements, and the NATO Enhanced Forward Presence battlegroup
based in Latvia expanded. In 2019, the gradual development of the defence sector
continued, marked by an increased defence budget and associated opportunities and
challenges, a reshuffle of strategic planning documents, and a strengthening of the
presence of the NATO allies.1

CONSOLIDATION IN NATO’S “2% CLUB”
In 2019, for the second year in a row, Latvia’s defence expenditure reached the 2% of
GDP benchmark. After NATO’s defence spending guideline was met in 2018, the steep
increase that had occurred in spending stopped in terms of percent of GDP (between
2015 and 2018, spending as a percentage of GDP almost doubled) (see Diagram 1).
However, given Latvia’s GDP growth, defence funding continued to grow in financial
terms in 2019 – according to NATO data, it went from around 593.55 million euros in
2018 to around 633.13 million euros last year (see Diagram 2).
Accordingly, Latvia consolidated itself in the “NATO 2% club”, which also includes
the United States, Greece, Estonia, the United Kingdom, Romania, Poland and
Lithuania*. In 2018, Latvia ranked fifth among all allies according to that year’s
NATO figures, with a 2% expenditure forecast4 – however, in 2019, it takes seventh
place with a forecast of 2.01% (the percentage of Romania’s and Poland’s defence
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Diagram 1: Defence expenditure of Latvia, percent of GDP (NATO data).2
* estimates for the respective year.
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Diagram 2: Defence expenditure of Latvia, million euros (NATO data).3
* estimates for the respective year.

spending is projected to be slightly higher) (see Diagram 3). In 2019, Estonia had the
largest percentage of projected defence expenditure of GDP among the Baltic States at
2.13%, while Lithuania had the largest expenditure in financial terms at approximately
948 million euros; Latvia takes second place for both the indicators. 5
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(estimates), percent of GDP (NATO data).
* according to information at the disposal of NATO, at least 2% of GDP in defence
expenditure is provided for by laws and regulations or political agreements in Lithuania,
Latvia, Poland and Romania.6

DEVELOPMENT OPPORTUNITIES AND CHALLENGES BROUGHT
ABOUT BY DEFENCE FUNDING
Defence funding continued to grow along with Latvia’s GDP growth. According to the
2019 state budget, the increase against the previous year was projected at 60.3 million
euros, with 35% of funding allocated for personnel, 32% for investment and 31% for
maintenance costs.7 Compared to the previous year, a smaller percentage of the funding
is intended for investment, while more is allocated for maintenance and personnel
costs. In terms of capacity building, which consumes the most financial resources,
most funds are intended for indirect fire support and reconnaissance capabilities,
the mechanization of the Mechanised Infantry Brigade, as well as rearmament and
ammunition.8
In contrast to 2018, when Latvia received and ordered a series of arms and military
equipment (that year, for example, it received all its ordered self-propelled howitzers,
it also received air defence and surveillance systems and various types of vehicles, and
new helicopters were also ordered), 2019 does not stand out in the same way. Among
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other things, it should be noted that following the renewal of Latvia’s independence the
largest supply of ammunition for self-propelled howitzers was started,9 and additionally
a significant munition order for “Carl Gustav” anti-tank weapons was placed.10 The
development of various military infrastructure facilities continued: work took place
on the development of four military bases11 (including the inauguration of the most
modern multi-purpose shooting range in the country, in October at Lāčusils base),12
thereby strengthening the capacity of the National Armed Forces and the National
Guard with military bases on a regional scale. In July, new barracks were inaugurated
at the Ādaži base – this was the second of four such proposed four-storey buildings for
Latvian and foreign soldiers (the construction of these barracks was co-financed by
Luxembourg; it complements four such three-storey buildings built between 2014 and
2017).13
The year 2019 saw a continuation of the challenges of the previous year in terms
of the use of defence funding (in 2018, the State Audit Office issued critical
reports on the functioning of the National Armed Forces resources planning and
supply system,14 as well as on the functioning of the Youth Guard, including the
use of funds).15 For example, in January, the Procurement Monitoring Bureau
suspended a procurement, subsequent to discovering breaches, for the purchase
of light armoured vehicles, the tender for which would have been awarded to a
Finnish company16 and would have amounted to around 200 million euros for the
purchase of the vehicles.17 In March, the Ministry of Defence took the decision to
terminate the procurement and instead purchase the necessary vehicles through an
intergovernmental procedure.18
The conclusions reached by the State Audit Office about the development of the
National Armed Forces reconnaissance, airspace surveillance and defence capabilities
were also not flattering for the defence sector. The State Audit Office highlighted risks
to the effectiveness of the acquired system in terms of both deployment and use, as
well as the inadequate and rushed assessment of the procurement itself.19 However, the
Ministry of Defence emphasizes that the problems in the sector have been identified
and a reform of the resource planning and supply system (which was launched
previously) has continued.20
It should be noted that cooperation with the defence and security industry continued
over the last year, including the continuation of a grant competition for the support of
military and civilian/military products,21 and an application by Latvian companies to
participate in a European Defence Fund project on unmanned ground systems was
supported.22
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DEFENCE PERSONNEL IN LATVIA AND ABROAD
In 2019, the number of Latvian military personnel continued to grow, according to
NATO forecasts, reaching around 6,400 (national guardsmen and reservists are not
included in NATO statistics) (see Diagram 4).
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Diagram 4: The size dynamic of Latvia’s military personnel, in thousands (NATO data).23
* Estimates for the respective year.

Similar to last year, active military exercises in Latvia and the participation of Latvian
soldiers in exercises abroad continued. From August to October, the “Namejs 2019”
exercise cycle took place, combining a series of smaller exercises.24 Allied soldiers and
military equipment deployed in Latvia have been increasingly integrated into training
in Latvia.
In 2019, the National Armed Forces continued taking part in international operations
and missions: the NATO mission “Resolute Support” in Afghanistan, the EU’s
training mission “EUTM Mali” in Mali and the naval forces EUNAVFOR MED
operation “Sophia”, “Operation Inherent Resolve” against the so-called Islamic State
in Iraq, and the United Nations stabilization mission “MINUSMA” in Mali. The
total number of Latvian military personnel deployed overseas was similar to that
of last year – in October 2019 it was 53 (compared to 61 the previous year), 25 the
biggest portion of which (42 persons) were part of the NATO training mission in
Afghanistan. 26
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THE CONSOLIDATION OF ALLIED PRESENCE
June 2019 marked two years since the inauguration of NATO’s Enhanced Forward
Presence battlegroup in Latvia. According to NATO data, in March the battlegroup in
Latvia (led by Canada) made up approximately 1,400 soldiers from nine countries. As
a result, the unit deployed in Latvia was the largest by number of all the battlegroups
deployed in the Baltic States and Poland.27
The year 2019 will go down in the history of NATO’s Enhanced Forward Presence
Group as the first year since it started operations in Latvia that foreign soldiers lost their
lives – in May, two Albanian soldiers died as a result of an accident at Ādaži military
base.28
Unlike the multinational battlegroup’s previous period of operation, there were fewer
developments of strategic importance in 2019 – for example, no new countries joined
the battlegroup and there were fewer high-level foreign dignitaries. It is symbolic,
though, that in summer the construction of a new headquarters building for the
Canadian Armed Forces commenced in Rīga,29 while in March the Multinational
Division Headquarters North was inaugurated at the Ādaži base (this is not directly
part of the concept of NATO’s Enhanced Forward Presence, but it could also, if
necessary, command those battlegroups in the Baltic States). 30
In addition to the rotational presence of NATO’s multinational battlegroup, the United
States also continued its rotational military presence within the framework of operation
“Atlantic Resolve”. In February 2019, approximately 150 soldiers and 13 helicopters
arrived in Latvia, 31 and in August the next rotation arrived, with approximately 70
soldiers and 12 tanks. 32 Within the context of cooperation with the United States,
it is also important to note that in May a strategic cooperation roadmap in the field
of defence was signed between the United States and Latvia for a period lasting up to
2024. 33
Among the symbolic gestures made by NATO allies in promoting Latvia’s defence,
it should be noted that during the “Baltops 2019” exercise in June, an amphibious
operation took place from Spain’s largest military vessel, the “Juan Carlos I”, 34 while
in July two US F-35 aircraft landed for the first time at the Lielvārde base35 and in
September NATO’s Airborne Warning & Control System (AWACS) aircraft landed at
Rīga airport. 36
In the context of international cooperation, it should also be noted that Latvia
continued to participate in the European Union’s Permanent Structured Cooperation
(PESCO) framework – the country took part in military mobility, semi-autonomous
maritime mine-countermeasures systems, and unmanned ground systems development
projects. 37
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STRATEGIC PLANNING DOCUMENTS –
TOWARDS A COMPREHENSIVE DEFENCE SYSTEM
In January 2019, the first Comprehensive Defence Concept was approved, for which
the most active consultation process took place in 2018. The concept foresees a series
of measures, particularly focussing on military issues, public-private partnering,
the promotion of statehood, crisis management, psychological defence, strategic
communications and economic resilience. 38 A ministerial-level coordination working
group under the leadership of the Minister for Defence was established for the
implementation of the comprehensive defence system, 39 and other institutions were
asked to prepare assessments and proposals for the implementation of the system.40
In addition, draft amendments to the legislation were prepared to help implement the
system – of these, the proposal to define the vital or critical services in the National
Security Law should be underlined.41
The last year saw work taking place on developing a new State Defence Concept42
to replace the document issued in 2016. In 2019, the Saeima also approved a new
National Security Concept. Compared with the concept issued in 2015, there are
no fundamental changes in the new document. Russia is clearly defined as the
most significant source of risks – its name is mentioned 65 times in the concept,43
compared with 43 times in the 2015 concept44 and only 5 in the 2011 concept.45
Regarding the prevention of military threats, the concept’s priorities include the
implementation of the comprehensive defence system, improving defence capabilities
and combat readiness, improving the effectiveness of NATO, strengthening
the presence of allied armed forces, and boosting Latvia’s own contribution to
international security.46
It should also be noted that in September, the Cabinet of Ministers approved Latvia’s
Cybersecurity Strategy for 2019–2022, which was prepared by the Ministry of Defence
and which replaces the former document for 2014–2018. It establishes a series of
tasks for strengthening cybersecurity.47 Additionally, in June the Cabinet of Ministers
approved a report submitted by the Ministry of Defence on the introduction of a state
defence course in schools and the development of the Youth Guard; the report discusses
the introduction of the new course in secondary education starting in 2024 and the
impact of the new course on the Youth Guard (its main audience in the long-term will
be primary-school students).48 In the field of education, it should also be noted that in
January the Cabinet of Ministers approved procedures by which students may undergo
special military training.49
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CONCLUSIONS: GRADUALLY ADVANCING
The year of the centenary of the Latvian army and the 70-year anniversary of NATO
may be described as a period of gradual growth. For the second year in a row, Latvia
was among the group of NATO member states spending at least 2% of GDP on defence.
While in terms of percentage of GDP it was virtually unchanged, total spending
continued to increase in financial terms.
The fact that Latvia should consider taking a step forward – with a further increase
in spending above 2% of GDP – is demonstrated by Estonia’s example. Latvia’s
neighbouring country ranks third among all NATO member states, at 2.13% last year. 50
On the other hand, however, it is important to learn to use defence funding efficiently.
Unfortunately, defence spending problems continued in 2019. The most prominent case
of this was the failure of a procurement for light armoured vehicles. In this context, it is
important that system reform be implemented sooner rather than later and that it be of a
better quality.
Unlike the series of large-scale military procurements launched and completed in
2018, the previous year’s spending took place on a smaller scale. Among other things,
additional munitions were received and ordered, and the development of various
military infrastructure facilities continued.
The number of military personnel in Latvia continued to grow last year. Active military
training continued, with the increasing integration of NATO’s Enhanced Forward
Presence battlegroup soldiers. In 2019, the National Armed Forces continued to
participate in international operations and missions, where the number of military
personnel deployed by Latvia was slightly lower than in the previous year. At the same
time, while it is promoting international stability and supporting its allies, Latvia still
has significant room for progress.
June 2019 marked two years since the arrival of NATO’s Enhanced Forward Presence
battlegroup in Latvia. The year also went down in the battlegroup’s history as one in
which two allied soldiers lost their lives. Such events cannot be discounted in the future,
including the potentially negative impact of the presence of allied troops in Latvia in the
long-term. Unlike the previous period of operation for the multinational battlegroup,
there were fewer milestones of strategic significance in 2019. It should be noted that
construction of the Canadian Armed Forces Headquarters building began in Rīga over
the summer. In the context of engagement with allies, it is also important to note the
opening of the Multinational Division Headquarters North at the Ādaži base.
Finally, 2019 was marked by a series of enhancements for strategic planning documents.
The new National Security Concept and Latvia’s Cybersecurity Strategy were both
approved. The first Comprehensive Defence Concept was also approved, and work on
its implementation commenced. Moving towards comprehensive or total defence is a
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logical step that should have been taken several years ago. On the one hand, most of the
measures examined in the new document are not novel and have already been identified
in other concepts, strategies and plans in one way or another. On the other hand, it is
encouraging that a broad range of military and non-military tasks have been compiled
in one place. Whether or not the concept’s words will be converted into actions – or,
in other words, into a truly comprehensive defence system, especially in non-military
matters – remains to be seen next year and in subsequent years.
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LATVIA’S RELATIONSHIP WITH RUSSIA:
NO CHANGES ON THE EASTERN FRONT?
Artūrs Bikovs
Doctoral Student of Political science at Rīga Stradiņš University

Russia continues to play an important role in Latvia’s foreign policy agenda. This is
confirmed, for example, by Edgars Rinkēvičs’s 2019 speech to the Saeima, in which the
foreign minister dedicated a significant portion of time to discussing the neighbouring
country. He highlighted the Kremlin’s actions in the Sea of Azov, where it showed
“aggression against Ukraine” and “disregard for the norms of international law”. He
also expressed concerns about the dynamics of collaboration between Minsk and
Moscow, Russia’s disinclination to reconcile itself with international legal principles,
and its information war policy, which is attempting to erode the fundamental principles
of democracy, human rights and the rule of law. Rinkēvičs’s statements prove that
continued research on Latvia’s relationship with Russia is topical and important.
The primary aim of this chapter is to analyse Latvia’s policies and goals with respect to
Russia in 2019. In order to achieve this, there will be a review of what was and was not
achieved, how international events influenced these achievements and failures, what
possible scenarios might arise in 2020, and what Latvia could do in the future. The
article is based on the foreign minister’s speech, the opinions of experts and foreign
policy makers, and an analysis of events. 					

LATVIA’S GOALS: IN THE LONG-TERM, A DEMOCRATIC
RUSSIA; IN THE SHORT-TERM, TO DEVELOP ECONOMIC
RELATIONS AND REBUT DISINFORMATION
Latvia’s goals and policies should be defined prior to any review of what was and was
not achieved. Rinkēvičs partly covered this in his speech. Russia needs to become a
democratic and flourishing nation that complies with the international law, i.e. there
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must be a partner to the east with whom constructive dialogue can be undertaken
and who can be trusted. One of the main, if not the main, pre-condition for achieving
this goal was also discussed in the speech – namely, the implementation of the Minsk
Agreement and the return of the Crimean Peninsula to Ukraine. He later elaborated
on this theme. For example, commenting on detainments during protests against
hurdles to the participation of opposition candidates in city council elections in
Moscow, the foreign minister wrote on Twitter that: “Another day of brutal oppression
of peaceful demonstration in #Moscow #Russia, the Russian Federation must observe
its international human rights obligations, unjustified violence against innocent people
must be stopped and those detained should be released”.1 However, the Russian Embassy
in Latvia did not take a step back, instead offering to “open the curtains” to look at “the
conduct of even more cold-hearted policies in other European countries”, emphasizing
that “not all is in order, for example, with human rights in Latvia too”.2 In rebutting
these claims, Rinkēvičs wrote (in Russian) that in Latvia “hurdles are not placed on
democratic elections and peaceful demonstrations, there are no attempts to take children
away from parents for taking part in protests, Russians are not beaten and the defenders
of rights are not murdered”.3 In this way, he alluded to several problems in Russia, a
solution for which, based on what was mentioned previously, is one of Latvia’s goals.
Have they been achieved? The short answer is no. The fact is that Latvia has insufficient
resources to change the Kremlin’s policies. Latvia cannot fully implement its foreign
policy priorities in relations with Russia, as the country has now illegally annexed the
Crimean Peninsula from Ukraine and has held it for more than five years, maintained
Rihards Kols, Chairman of the Saeima Foreign Affairs Committee.4 He, like Rinkēvičs,
considers one of Latvia’s goals to be developing a relationship based on mutual respect
and the compliance of the norms of international law. But Moscow has not done
anything significant to implement the Minsk Agreement, to de-escalate the situation
in the Eastern Ukraine, or to ensure a stable and long-term peace that would allow
relations between Latvia and Russia to improve.
On the other hand, Latvia is also consistent in its policy, adhering to one position. The
foreign service, alongside other state institutions, utilized nearly all available opportunities
and instruments for continuing its attempts to change Russia’s foreign policy. For example,
Latvia supports an extension of EU sanctions against Russia, which were established due
to the Crimean annexation and aggression in Eastern Ukraine.5 Moreover, Latvia is not
planning to step back from its position or soften it. There are only two pre-conditions for
an improvement in relations, these being the termination of aggression from the Russian
side and the return of seized territories to the countries which own them, argued Kols.6
It is important to note that at the EU level, the state apparatus, especially the foreign
service, quite actively and untiringly continues to maintain that it is necessary to continue
extending the sanctions until Moscow fulfils the salient conditions.
Moscow’s protests became another platform that Latvia utilized to continue its attempts
to change Russia’s policies. Moreover, the Foreign Ministry called for the immediate
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freeing of the detained demonstrators and the observation of the basic values and
obligations of a democracy – obligations which Russia has taken upon itself through
the Organization for Security and Co-operation in Europe (OSCE) and the European
Council – especially with regards to the rights to freedom of expression, freedom of
peaceful assembly and association.7 The protests could also be a positive sign of the
fact that society is increasingly dissatisfied with the situation and the existing regime.
This, in turn, could force the Kremlin to change its position, including its foreign policy,
mainly regarding the Ukrainian issue. The meetings, which were connected with the
banning of and suppression of opposition candidates in the Moscow council elections,
points to the fact that dynamic processes are developing in the neighbouring country.
On the other hand, far-reaching conclusions cannot be made. However, the fact of the
matter is that it’s possible to see the euphoria over the inclusion of Crimea in Russia
gradually decreasing.8 In this way, Latvia repeatedly confirms its aspirations to support
democratic processes in Russia, and in parallel it supports the actions of the opposition.
On top of this, members of the Saeima met with Leonid Volkov, who headed Alexei
Navaļny’s pre-election headquarters in the 2018 presidential elections, and the Russian
Civil Society Facilitation and the Russian Emigrant Support Association (AREM).
The situation in Russia, breaches of human rights, the future of the current regime,
challenges for the opposition and other themes were discussed at these meetings. At
the same time, the foreign service is continuing to supplement its list of undesirable
persons in collaboration with other institutions. At the end of the year, popular Russian
musician Grigory Lepsveridze, who is better known as Grigory Leps, was added to it.9
This decision was made based on evaluations by state security institutions.
However, Latvia has everyday agenda goals that don’t always include the involvement of
politics or values. The government has an interest in cooperating in areas where values
and interests coincide. For example, one such goal is the strengthening of economic
relations, which was achieved in 2019. As asserted by Latvian Ambassador to Russia
Māris Riekstiņš, there has been “observable growth” in trade with Russia, and last
year “Latvian export to Russia was 3.1 billion euro” even though the first few months
of this year show that it was a little slower.10 The number of tourists also increased by
about 7–9%, which will allow for the collection of up to two million additional euros
in taxes. His words were also confirmed by Rinkēvičs, who said that it is impossible to
talk of “ruined” economic relations. Statistics show that growth over the last three years
has been 3-8% per year.11 Changes in the country’s approach to the development of
economic relations should also be emphasized. Latvia no longer wishes to be a “bridge”
between the East and West, where money laundering and corruption takes place.
After the Moneyval announcement, the liquidation of ABLV Bank, and the scandals
associated with President of the Bank of Latvia Ilmārs Rimševičs and with Viesturs
Burkāns, who led the Office for the Prevention of Laundering of Proceeds Derived from
Criminal Activity, Latvia is now moving towards developing business with Russia as a
Western country, carefully observing all regulations and conditions.
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As for tourists, this side effect should be emphasized in addition to growth in purely
economic relations. Tourists gain an impression of Latvia for themselves, without the
intermediary of propaganda. Their opinion will most likely differ from the message
provided by Russian state media outlets. Another Latvian goal is for Russian society
to receive objective information about the country. The government has been fairly
successful on this issue, especially in rebutting Russia’s attempts to rewrite history.12
As an example, Latvia categorically condemns Russia’s attempts to justify the signing
of the Molotov-Ribbentrop Pact. In addition, the Foreign Ministry considers that
the celebratory fireworks in Moscow in honour of the liberation by Soviet forces of
Rīga from German occupation is unacceptable and unfriendly.13 Rinkēvičs also did
not step back when the Russian Foreign Ministry wrote in its Twitter account that
the Baltic States becoming independent “invited expectations and desires that Baltic
Soviet republics would change into modern democratic and rule of law states, which
unfortunately never happened.”14 The foreign minister emphasized that there had never
been Baltic Soviet republics as such, as the Baltic States were occupied, renewed their
independence and are now modern, democratic states that adhere to the rule of law. He
concluded that there “are lies, big lies and Russia Foreign Ministry tweets”.15

THE INFLUENCE OF INTERNATIONAL EVENTS ON LATVIA’S
RELATIONS WITH RUSSIA: RISKS EXIST, BUT THE OVERALL
SITUATION IS STABLE
Currently, one of the most important processes taking place in Europe is Brexit, and Latvia
will lose one of its greatest allies in the EU if it is successful. Great Britain has been fairly
strict in its relations with Russia.16 Both countries consistently stood up for sanctions against
Russia, asked Moscow to observe international norms, and asked other member countries to
implement strong policies against the Kremlin. In addition, Great Britain provided balance
against the influence of France and especially Germany. Without the United Kingdom, EU
policy towards Russia could soften, as the possibility that the approaches taken by Paris
and Berlin could change does exist. The first signs of this process can already be observed –
for example, nearly the entire French and almost all of the German delegation voted for
the return of Russia to the European Council without preconditions. At the core of such
behaviour is the view that some minor concessions will allow the conflict to dissipate.
However, it is more likely that this will increase the risk of instability in Ukraine and lead to a
decrease in trust among NATO allies in Eastern Europe.17
In this respect, particular attention should be focussed on French President Emmanuel
Macron, who is increasingly positioning himself as the next leader of a united Europe. In
particular, interest was roused by his meeting in France with Vladimir Putin prior to the
G-7 Summit over the summer, where he said: “Russia is very European, and we believe in a
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Europe which stretches from Lisbon to Vladivostok”.18 Prior to the annexation of Crimea,
a similar idea was expressed several times by Putin himself, who was speaking primarily
about an economic alliance.19 Potential threats to Latvia are also hidden in such a positive
outlook towards Moscow from Paris. The Kremlin is mainly interested in creating bilateral relationships with large powers instead of cooperating through international
formats. Macron’s position will only facilitate partnership between the two nations.
As a consequence, there is a risk that decisions will be made and agreements signed
within the framework of bi-lateral relationships, where the interests of small countries
will not be taken into account. Correspondingly, if the large European powers become
accustomed to this format, then Latvia’s interests could get ignored and its conduct
restricted.20 In the case of Germany, the Nord Stream 2 project will become a risk
factor. Even though Berlin is trying to retain a balance and is maintaining a fairly strong
position in its dialogue with Moscow, Nord Stream 2 is a fairly effective measure that
the Kremlin could utilize in discussions with Germany. This point was also emphasized
by Kols, who considers Latvia’s inability to convince others about the risks created by
the construction of the project to be one of this year’s failures.
Another important international event that could potentially affect Latvia’s relationship
with Russia is the election of Volodymyr Zelensky as president of Ukraine. His party,
“Servant of the People”, also gained the most votes in the parliamentary election. For
the first time in Ukraine’s history, the positions of president and prime minister, as well
as a parliamentary majority, belong to one political group. Up until now, the leadership of
Ukraine has never had such a large mandate. However, this also places more responsibility
on it. Zelensky’s promises include judicial reform, the eradication of corruption, economic
improvement, and a termination of the conflict in Eastern Ukraine.
However, if he is unable to implement these changes quickly, then the people could be
quickly and seriously disappointed. They are expecting change. These expectations are
strong and contradictory, which only makes the situation more complex. Moreover, this
increases the risk and the cost of mistakes. In the worst-case scenario, for example, if
there is unrest among the people, then Russia could strengthen its position in Ukraine,
including “resurrecting” the Novorossiya Project and extending the territory under its
control. Another problem is manipulation of president. This is particularly topical in
light of his connections with Ihor Kolomoisky, one of the most influential Ukrainian
oligarchs. If Zelensky is influenced by Russia, then various decisions could be expected,
including the type that would make it impossible to solve of the conflict with Russia.
This, in turn, would give Russia new energy and would create risks for the Baltic States
and the surrounding region.21
This is particularly important for Latvia, as it is actively supporting Ukraine’s position
in its relationship with Russia. For example, Rinkēvičs expressed support for Ukraine’s
actions in his comments on Zelensky’s message that Kiev and Moscow have agreed
to withdraw their armed forces from two regions in the Donbass;22 Latvia is prepared
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to take on freed Ukrainian political prisoners and sailors for rehabilitation;23 and
the Latvian Europe Council delegation supported Ukraine’s position when the
Parliamentary Assembly decided to renew Russia’s right to vote, which it had lost
after the annexation of Crimea.24 In addition to this, the Latvian delegation refused to
participate in the plenary meetings of the Parliamentary Assembly’s autumn sessions,
expressing support for the Ukrainian delegation, which also boycotted the plenary
session because Russia had its right to vote reinstated.25
Moreover, in 2019 the US and Russia also withdrew from the Intermediate-Range Nuclear
Forces Treaty, which was not good for Latvian goals, as Russia will have one less deterrent
factor. Even though the Kremlin had, in essence, breached this agreement long ago by
manufacturing forbidden rockets, and even though this will not in practice change the
situation in the region, the relationship between the two superpowers has not improved.
Symbolically this only worsened the situation, as the agreement was an important stage in
ending the Cold War.26 At the same time, the revocation of the agreement between Moscow
and Washington brings the need to review the security structure in Europe to the fore.
However, there are still no signs of a new approach or agreement – potentially involving
several parties, including EU countries – being worked on that could satisfy everyone.
The support of the US is important for the successful enactment of Latvia’s policy in
its relations with Russia, and the new ambassador of the United States of America to
Latvia, John Leslie Carwile, has already highlighted positive collaboration between the
countries, especially in the security area. He also promised to expand this cooperation.
The ambassador maintained that America’s engagement with Latvia and NATO is rigid,
and the relationship between the two countries is as good as it could possibly be. Carwile
noted that, firstly and principally, he is the ambassador in Latvia, and as a consequence he
is focussing on promoting cooperation between Washington and Rīga. At the same time,
he will do everything in his power to help the government with all of its challenges.27
The ambassador’s words on the solution of internal problems in particular attracts
great interest, as these not only prevent the foreign service to effectively implement its
goals in its relations with Russia, but also helps the Kremlin to successfully implement
its policies against Latvia. In Carwile’s opinion, “critical” money laundering and
corruption are the main “threats”. He promises to “put pressure” on the government
to introduce reforms to help solve these issues.28 Needless to say, the US has extended
sanctions for another year against Russia in relation to its annexation of Crimea and its
actions in Eastern Ukraine, as well as introducing new ones in relation to the poisoning
of former Russian double-agent Sergei Skripal and his daughter. Similar sanction
policies play in favour of Latvia’s goals in relation to Russia.
However, the US ambassador was not the only one to arrive in Latvia in 2019. About
150 US soldiers and 13 UH-60 and HH-60 Black Hawk helicopters will have arrived
in Latvia by the end of 2019, to strengthen regional security and demonstrate the
US’s presence in the region. 29 Both countries also signed a cooperation plan in the
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security field that spans the next four years, which strengthens Latvia’s position in its
relations with Russia. The new agreement includes several priorities: air defence, the
further development of ground forces, increased security of the sea border, and the
creation of military bases and shooting ranges. 30 In addition, Latvia also anticipates
support for the improvement of military infrastructure and equipment, especially
various types of weapons that the Ministry of Defence is trying to procure, partly with
US financial support. An increase in the number of American soldiers deployed in
Latvia is yet another priority. This will not only provide additional security and greater
deterrence capacity, including in any potential conflict with Russia, but also creates the
opportunity for troops from both countries to interact more effectively.
Like the US, NATO is important for Latvia to successfully realize its goals in its relations
with Russia, giving it the chance to significantly consolidate its position. The alliance’s
Enhanced Forward Presence Battlegroup has been in Latvia since 2017 and continues to
reiterate its security commitment even today. Moreover, NATO is strengthening its capacity.
For example, the construction of the Canadian Armed Forces Headquarters began in Rīga
in 2019. Canada, specifically, forms the core of the alliance’s battle group. As confirmed by its
ambassador, Kevin Rex, currently the most Canadian government employees on the entire
planet call Latvia home.31 Cooperation between the two countries within the framework of
NATO has attained a very high level. Lawmakers have also made it easier for the alliance
to conduct its activities: allied armed forces are now allowed to cross the nation’s external
borders away from border crossings to provide support in extraordinary situations or in
training, as long as they have received permission from the State Border Guard.

THE RELATIONSHIP IN 2020: STABILITY WITH HOPE
What will Latvia’s relationship with Russia be like in 2020? To a large degree, it will remain
the same. Latvia’s long-term goals will remain the same. The country’s main priority will
continue to be Russia’s democratization, and for Moscow to comply with international
norms. However, the implementation of the Minsk Agreement – which Latvia is also
asking of Russia – is the most realistic scenario that can be expected from the Kremlin in
relation to Ukraine. Taking into account that Zelensky has signed the so-called Steinmeier
Formula, the prospects of finally implementing the conditions of the Minsk Agreement
have increased. On the other hand, this caused protests in Kiev, as there are concerns that
elections in Donbass will take place under the purview of the separatists and the Kremlin,
and not according to Ukrainian laws, as the unrecognized Donetsk and Luhansk People’s
Republics would have to be allocated a special status. As a result, Ukraine could become not
only a hostage to the situation without getting its territories back, but moreover Moscow’s
influence could be consolidated. This, in turn, significantly threatens Latvia’s goals and
interests with its neighbouring country, as well as its national security.
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Latvia will also continue to support proposals, processes, civil and political groups,
as well as individuals facilitating the democratization of Russia. As in 2019, state
institutions will most likely hold meetings with Russia’s opposition members and
experts in 2020 as well, to gain an understanding about the situation in Russia and
how Latvia could improve it. The battle against disinformation and propaganda, the
development of an objective image and the rebuttal of historical myths will also remain
on Latvia’s agenda. The attraction of tourists from Russia will definitely be a factor in
achieving this goal, as it will help people to develop viewpoints about Latvia without the
intermediary of propaganda. Maintaining the existing situation in economic relations
while simultaneously putting new approaches into practice and changing the rules of
the game will also be some of Latvia’s goals in its relationship with Russia next year.
Finally, there will be a range of more instrumental, rather than political, goals. For
example, this includes topics such as cooperation on border issues or no-cost visas.
The degree to which Latvia’s policy will be successful depends on the international
situation. As previously mentioned, if Great Britain withdraws from the EU, Latvia’s
prospects for successfully implementing its policy on Russia will be reduced. The
behaviour of Germany and France also needs to be carefully monitored, as the possibility
exists that their attitudes and approaches to policies against Russia could soften. The
success of Latvia’s policy is also definitely dependent on Zelensky’s actions. If he gets
manipulated into carrying out Russia’s interests, this will not only nullify Latvia’s efforts,
which were focussed on assistance to Kiev over five years, but it will also threaten security
in the region. It is true that even if all the previously mentioned scenarios take place, these
are not pre-conditions for a change in Latvia’s position and goals, even though realizing
them will be more complex. What could induce changes to Latvia’s position are events in
Russia itself, i.e., democratization and the observation of international law.
Focusing on the recommendations, Latvia should certainly maintain its position in
relation to Russia, condemning breaches of international norms, promoting democracy,
requesting the implementation of the Minsk Agreement, and demanding the return
of the Crimean Peninsula to Ukraine. Latvia must bring more attention to the
development of an objective image, the battle against disinformation and propaganda,
and the rebuttal of historical myths. Funding for public media must be increased for this
purpose, especially in the English and Russian languages. Collaboration between state
institutions must be promoted to clarify internal policy decisions, such as changes in the
proportion of languages in schools, which Russia could potentially turn against Latvia
(and not just internally). Those Russian speaking residents, who are in a poor economic
situation and are unsatisfied with the existing political situation, are one of the most
vulnerable groups to Kremlin’s propaganda and influence. The more frequent use of the
Russian language is suggested in order to improve the effectiveness of messaging, both
externally with Russia’s inhabitants and sometimes for internal communications as well.
This would not only tackle the problem of people not knowing the language, but would
also show respect to Russian speakers, which would facilitate a more positive reaction
and reduce the possibility of Russia’s propaganda misrepresenting the intended message.
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Public support must be continued for Russian organizations, media, groups, and
individuals who are promoting the development of democracy in Russia. Meetings
should also be held with them to clarify how they can be helped and how to best achieve
Latvia’s goals for its relationship with Russia. More tourists should be attracted – not
just for economic reasons, but also to prove that the Kremlin’s propaganda about the
country does not conform to the truth. In addition, Latvia could do more to become
a more attractive place for political refugees from Russia. This will not just promote
Latvia’s image as a defender of Western values but will also make it more attractive
for political refugees from other countries, as well as bringing economic benefits. In
terms of the economy, Latvia must build up trade with Russian companies, but with
equivalent conditions and the observation of Western standards and conditions,
preventing money laundering and elements of corruption. And priority must be given to
companies that are not close to or linked with the Kremlin.
Latvia’s positions within the framework of the EU must also be defended. This will
become particularly important after Brexit, when Latvia will not only lose one of its main
allies, but the role of Germany and France will increase as well. This, as was mentioned
before, could lead to a softer policy towards Russia. In this situation, the foreign service,
the government, politicians, entrepreneurs and experts must provide reminders about
the nation’s interests and must keep the large powers responsible as much as possible.
At the same time, discussions about the new EU budget for 2021–2027, in which Latvia
must also actively defend its position, will be important. It should try to convince other
member states within the framework of the EU Council to make greater payments to the
common budget. Additional funding for the EU would result in a more comprehensive
common market and facilitate an economic levelling of nations. In the same way, a
larger budget would allow for the improved competitiveness of the bloc, opening up
opportunities for Latvia to more effectively realize its goals for its relations with Russia.
The consolidation of its cooperation with the US continues to be one of Latvia’s priorities.
The development of partnership in the security field seems obvious, so particular
attention must be focussed on economic and social issues. Primarily, money laundering
and corruption must be avoided and the recommendations from the US must be strictly
followed. As soon as the scale of that problem has been reduced, there will be a noticeably
smaller risk that the Kremlin will utilize these deficiencies to strengthen its own
power and to weaken Latvia. Washington’s suggestions on the restitution of the Jewish
community’s property should also be taken into account, as well as further suggestions on
national minority issues. The situation with national minorities has been an instrument for
Moscow’s policy towards Latvia for a long time. It is true that the Latvian government is
gradually improving the situation – however, in 2019, for example, the Council of Europe
urged politicians to increase efforts to integrate national minorities and to improve the
participation of national minority representatives in society. This will not only strengthen
a feeling of belonging to Latvia among national minorities but will also take away one of
the most effective measures from Russia for dividing the community.
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Finally, interaction within the NATO framework must be continued. The alliance is
the main player in Latvia’s defence sphere, and as a consequence, the role of Latvia in
NATO’s overall security must be consistently underlined, and everything necessary
must be done so that the armed forces of member states are ready to react quickly to
potential threats to effectively prevent them. The existence of strong partners provides a
significant advantage to Latvia in its relations with Russia. In this respect, the statement
from Defence Minister Artis Pabriks about his desire to devote an additional 10-20
million euros for security in 2020, in addition to 2% of GDP, should be mentioned. 32
An offer to increase the defence budget above 2% of GDP could cause confusion, taking
into account that a shortage of funding is noticeable in other fields. Therefore, for this
proposal to be adopted, the ministry will have to explain its reasoning to the public
in a convincing way. Currently, this money can be redirected, for example, to the
improvement of infrastructure, public media or salaries of home affairs employees, as
this would also improve the level of security.

CONCLUSIONS
Latvia’s relationship with Russia was relatively successful in 2019. It is true that not all
of Latvia’s goals were achieved, but the circumstances should be taken into account.
Latvia has insufficient resources to completely change the Kremlin’s behaviour. In
addition, events around the world did not always help. However, foreign policy makers,
the government, politicians and other institutions consistently followed national policy,
simultaneously using almost all available opportunities to benefit the country within
the framework of the relationship. Some international events also helped in achieving
Latvia’s goals. Furthermore, the foreign service and other involved parties successfully
fulfilled the tasks on their agendas. Although the amount of room for manoeuvre is
relatively small, Latvia operates fairly successfully within it.
Most likely, the relationship between the two nations will not change notably in the
coming year. On the other hand, a lot will depend on internal processes in Russia, the
European Union and the world as a whole. External circumstances could significantly
influence the degree to which Latvia’s policy will be successful. However, the
government also has the opportunity to broaden the number of instruments it has
available for its relations with Russia and to use them better. The situation could be
improved in several directions by increasing funding for public media, expediting and
encouraging the integration of national minorities, devoting more resources to combat
corruption, money laundering and other malicious practices. Furthermore, Latvia’s
goals this year will remain almost unchanged. It should be emphasized, though, that
there are still areas in which cooperation with Moscow is possible.
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CENTRAL ASIA:
WHO WILL WIN THE FUTURE?
Gunta Pastore
Ambassador of Latvia to the Czech Republic

Positive changes have been continuing in the Central Asian region. As the region
opens up, its attraction increases. Central Asia is strategically important in terms of the
Caspian energy resources, as well as a key to China’s Belt and Road Initiative. Indeed,
the geopolitics is shaping the region – it is confirmed by the year 2019 as well. The
posture of China has been increasing, and Russia also kept strengthening its position
of an “elder brother”. At the same time, Uzbekistan and Kazakhstan are serious players
themselves. Also, their leaders are seeking for balance in cooperating with South Korea,
Japan, the United States, and Europe.
As the region keeps opening up, the European Union has not been sitting back. In 2019,
a new EU strategy for Central Asia was adopted. The EU has been active in increasing
visibility in the region and developing high-level political contacts. An EU delegation in
Turkmenistan, the last country in the region without a comprehensive EU presence, was
opened in summer. In fact, the EU can do sufficiently much, if it wants to.
At the same time, the EU is a relatively small player in Central Asia. Is not the EU at risk
of disappearing among the heavyweights in the region? In many ways, this depends on
the will of the EU itself and its ability to be a geopolitically important player. EU High
Representative for the CFSP, J. Borrell, reminds that “the EU has the tools to participate
in power games [..]. The EU has strong trade, diplomatic, and military capabilities. The
EU must learn to use partnerships.”1
Latvia has continued to develop its relations with Central Asian countries through the
EU format, as well as bilaterally. The region retains its place as a Latvian foreign policy
niche with a limited number of involved policy makers and experts. The dynamics of the
relations also depends on economic drivers. If Latvian entrepreneurs will see a growing
potential in the region, foreign policy action will follow.2 In the European Union level,
Latvia is perceived as the Central Asian expert, also thanks to practically leading the
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important EU projects in Central Asia. As other EU countries become more active in
the region, Latvia should be more pro-active in securing its position, thus confirming
that Central Asia truly gains strength along with Eastern Partnership as one of the
“Latvian foreign policy priorities.”3

DYNAMIC CHANGES IN THE CENTRAL ASIAN REGION
Against the background of global events, Central Asia may seem to be the region of
peace and stability. The reality may happen to be more complex there. Internal reforms,
the Afghan factor and the growing influence of China – all these factors can cause
tensions. In this context, it is important to identify the interactions between the internal
and external environment, especially the regional dynamics of Sino-Russian relations.

Internal processes of the region
Internal development of the region has been generally positive, especially in Uzbekistan
and Kazakhstan. Development in the region is determined by national political systems
and leaders thereof. Uzbekistan is a vivid example of this. The liberal reforms initiated
by President Sh. Mirziyoyev are ongoing. The national currency is fully convertible, a
visa-free regime has been introduced with a number of countries, including Latvia, and
investment in tourism is increasing. The progress is fragile though. There is no doubt that
reforming the country is a huge challenge. Breaking the old system is a difficult task.
Kazakhstan also saw a historic transition of power in 2019. In March, President
N. Nazarbayev resigned after nearly 30 years in office, by appointing Speaker of the
Senate K. Tokayev as the President. He was later formally elected as well. President
Nazarbayev, however, seems to have just stepped aside, since he maintains power levers
as a leader of nation and the head of the Security Council. The transition of power has
been relatively stable, nevertheless it shed light on processes that reflect the desire of the
society for changes in the country. President K. Tokayev emphasizes the continuity of
the previous political course, but also talks about reforms. However, the reforms seem to
be more cautious than in Uzbekistan. Also, in October, laws limiting the powers of the
President, accepted by the President himself, were passed. It raises the question on the
extent the transition of power.
In Kyrgyzstan, the situation was tense in 2019, however, a pro-European President,
S. Jeenbekov, has managed to withstand tensions with the former head of state. The
situation in Tajikistan has not changed much, and Turkmenistan has continued going its
own way.
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In the regional cooperation among the five Central Asian countries there have been
positive dynamics. Old disagreements are replaced by unprecedented level of contacts,
the opening of borders and the restoration of direct transport links. To a great extent
the regional cooperation depends on Uzbekistan, – and it is currently open to its
neighbours. President Sh. Mirziyoyev admits that “for the first time, the atmosphere
in the region is so friendly”.4 Indeed, the regional cooperation is in the hands of the
national leaders. On a positive note and with wide publicity the second Consultative
Summit of Presidents of Central Asian states was held in Tashkent in November. Such
topical regional issues as cross-border trade, investment, transport infrastructure,
energy, water resources, and tourism were on the Presidents’ agenda.
The most active co-operation can be observed in tourism, including the idea of
developing a common Central Asian “silk visas”. Another potential area is trade, but
it could be more difficult to avoid tensions in water supplies and border issues. At the
same time, there have been notable goodwill steps. In September, when Tajikistan
launched a second generating unit at Roghun Hydropower Plant, reducing the water
supply to Uzbekistan, Tashkent remained silent. In July, the Presidents of Tajikistan
and Kyrgyzstan met on the borders to ease the tensions on the border issues. Pop
culture could also play a positive role in strengthening the identity of the region.
Since September, Kazakhstan, Tajikistan, Kyrgyzstan, and Uzbekistan have been
broadcasting a joint new TV show “Central Asia Has Talents” every Sunday.
Furthermore, there have been positive developments in Central Asian relations with
Afghanistan, increasingly seeing their neighbour as an economic opportunity, instead
of a security threat. The shortest route from Uzbekistan to the ports of Iran and
Pakistan leads through Afghanistan. There is also the idea of connecting Afghanistan to
Central Asian power grids. Also, the UN-led “Ashgabat Initiative” that aims to remove
trade barriers in the region, is geographically focusing not only on Central Asia and
Azerbaijan, but also on Afghanistan.
Overall, this is a good moment for regional cooperation; however, fragility and obstacles
remain. The paternalism of political systems may be the main one. 5 Leaders of Central
Asian countries tend to avoid creating a regional cooperation structure that seems to be
filled with formats driven by other players.

External factors
China and Russia are at the forefront both in terms of investment and in terms of
competition for the access to Central Asia’s natural wealth. Western presence in the
region remains, but the influence of the west continues to diminish.
China is involved in all sectors of the region – oil and gas extraction, telecommunications,
cotton processing. Integration is continuing as part of China’s Belt and Road Initiative.
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Central Asia is looking for China’s investment, but at the same time is worried about its
investment models and “debt trap” diplomacy. There have been both corruption scandals
surrounding Chinese projects in Kyrgyzstan, Kazakhstan, and Tajikistan, as well as
society’s protests over what the people believe to be inadequate economic influence of
China.
While Central Asia is looking for Chinese investment, it is increasingly active in the
security sector of the region. China also justifies the fight against terrorism with the
need to stabilize the region inhabited by Muslim Uighurs, who have Kazakh and Kyrgyz
roots, in Xinjiang province. Both the joint military exercises and the ‘watchful eye’
projects of China in Central Asian countries mark a new trend.
Meanwhile, Russia is also strengthening its influence in the economic and security
areas. It put efforts in persuading Uzbekistan to join the Eurasian Economic Union
(EAEU). There is no consensus in Tashkent, however President Sh. Mirziyoyev
admitted that the EAEU is Uzbekistan’s biggest market. In the energy sector, Rosatom
is planning construction of nuclear reactors in Uzbekistan. Gazprom is also pursuing an
active strategy, and, after the construction of Russia’s new gas pipeline to Europe, even
more Central Asian gas could flow to Russia.6
Beijing and Moscow are looking for ways not to challenge each other in the region. In
summer, Russia joined Chinese and Central Asian military training in the region.
Moscow also urges Beijing to coordinate its Belt and Road initiative with its Eurasian
Economic Union. Both are involved in regional formats, including the Shanghai
Cooperation Organisation. And in November, at the “Valday Club” conference held in
Uzbekistan, the visitors made it clear that China and Russia, as key players in Central
Asia, were not at odds.
The U.S. has also been rather active in the Central Asian region, given its growing role
vis-à-vis China. The possible new U.S. strategy for Central Asia could be similar to the
new strategy of the EU. In November, the U.S. signed a memorandum in Kazakhstan on
the creation of a Central Asia Regional Electricity Market. The U.S. presence in security
is also growing, especially in Uzbekistan. It is watching Uzbekistan’s economic choices,
urging it to reconsider its membership in the EAEU, suggesting that it may complicate
its accession to the WTO.7
The ties of the region with Turkey have become warmer, highlighting the ethnic link
between Turkic peoples. In October, Uzbekistan joined the Turkish Council. Japan,
South Korea, and others are also important partners for Central Asian countries in
terms of trade and investment.
Overall, Central Asian countries have continued their previous multi-vector foreign
policies, although the room for manoeuvre may be narrowing.
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EUROPEAN UNION IN CENTRAL ASIA
What is the role of the European Union in this geopolitical environment of Central
Asia? EU Special Representative for Central Asia, makes sure: “There is enough space
for cooperation in the region, no one is forcing anyone out.”8 The region is important for
the European Union not because there is a crisis but because the developments there are
positive.
The European Union has a small but important role in Central Asia. The EU is a neutral
player that allows the Central Asian countries to balance and to create a multi-vector
foreign policy.
Given the positive development in the region, the EU has been actively engaged,
including by developing high-level political contacts, which are important in the
countries of the region. In 2019, the President of the European Council, D. Tusk,
and other high-level EU officials have visited the region. P. Burian, the EU Special
Representative for Central Asia, has continued to make an invaluable contribution.
Examples include the EU–Central Asia Summit in Bishkek and the EU-Central Asia
Business Forum.

The new EU strategy for Central Asia
The most important event of 2019 is, beyond any doubt, the new EU strategy for Central
Asia adopted in June. It comes at the right moment, when Eurasian connectivity is
growing rapidly and Central Asian countries are becoming more open. Latvia is also “a
noticeable member among the players involved in the development of the EU–Central
Asia strategy in formulating and defending its national interests, and those of the EU, in
the region,”9 the Foreign Policy Report of the Minister of Foreign Affairs emphasizes.
It must be admitted that the new EU strategy for Central Asia is not radically new.
A closer look reveals that this is the same wish list of the old EU strategy for Central
Asia, based the European Commission’s proposal. At the same time, the new strategy
is structuring the wide range of existing priorities, and, hopefully, its implementation
could be more effective.
There has been criticism that such an ambitious strategy requires a hurricaneworth effort to be implemented and that the EU lacks influence to be a serious player
in the region. The new strategy is also referred to as an “unfinished strategy” – its
implementation may be lagging behind, also due to EU bureaucracy.10 At the same time,
there are a number of reasons why the new strategy is important.
First of all, it is a political signal of the EU to the Central Asian countries on their
importance among its cooperation partners. It reflects the efforts of the EU to build
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non-exclusive partnerships, to work together rather than across Central Asian countries
as it was developed in cooperation with the Central Asian partners.
Secondly, the strategy is the political framework for the next EU multiannual budget
for 2021–2027. So far, the EU has invested more than EUR 1 billion in Central Asia,
and it is important to maintain at least the same level in the future. The EU remains
the largest donor and source of private investment in Central Asia to date. EU funding,
together with other EU instruments, including long-term loans, exceeds EUR 2 billion.
The EU needs to decide on the next budget in 2020, and the voice of Latvia will also be
important for the support of Central Asia.
Third, the new strategy is a response to China’s Belt and Road initiative, highlighting
connectivity – transport, energy, and digitalisation as a priority. China has laid the
foundations to open up Central Asian countries, but it cannot achieve connectivity
with Europe alone. The EU promotes economically, fiscally sustainable and rules-based
connectivity. Importantly, this EU approach seems to be supported by the Central
Asian countries.
The success of implementation of the new EU strategy depends on EU’s political
support and adequate financing. Also, it is important that the new leadership of the
European Commission and the EEAS feel responsible for the continuation of process.
Here, the Latvian experts in the EU institutions have made valuable contribution in
advancing the EU agenda in Central Asia.
The new EU strategy also emphasizes economic links. Central Asia currently accounts
for only a small proportion of EU trade volume. In fact, the actual EU–Central Asia
trade is stagnating.11 While the EU is an important partner for Central Asia, its exports
to the EU consist mainly of raw materials: oil, gas, and gold. The countries of the region
want to diversify their trade with the EU: for instance, fruit and vegetables from Central
Asia could reach the EU market.
To better exploit the trade potential, the EU support should be focused on helping
meet compliance with EU standards and improving the business environment in the
region. The EU side highlights the importance of the favourable business environment,
namely, “money is not a problem because banks want to spend money, but the business
environment is important to ensure that EU private investors feel welcome in the
markets of Central Asia.”12
EU bilateral agreements of the new generation are also expected to facilitate trade
between the EU and the Central Asian region. These EU Enhanced Partnership
and Cooperation Agreements with the countries of the region can be equalised to a
WTO + agreement. They are expected to promote investment, trade, and cooperation
in the sectors of energy, transport, and the environment. The ratification of this new
generation EU-Kazakhstan agreement by the EU side was completed in November,
almost completing the formalities required for its entry into force. In 2019, the EU also
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concluded negotiations on such an enhanced partnership agreement with Kyrgyzstan
and continued negotiations with Uzbekistan. Tajikistan is also known to be interested
in concluding such an agreement.
How has Latvia been involved in the shaping and implementation of the EU–
Central Asia agenda? Overall, Latvia has been active both in formulating the
EU common position, as well as in the practical contribution in strengthening of the
EU’s involvement in the region. Thus, Latvia not only presents itself as a small country
that takes care of its own security, but also raises its international prestige and visibility.
Most importantly, the Latvian Border Guard has continued to lead the main EU
programme in Central Asia – BOMCA, strengthening border management and
facilitating customs procedures. Latvia’s leading role in the BOMCA has been
appreciated by the EU and Central Asian partners. The positive news is that Latvia
will continue to lead this EU programme, which will expanded financially and
geographically, covering also Afghanistan.
In the area of education, the EU has been irreplaceable in Central Asia. The Latvian
Ministry of Education has had an important role, together with Poland chairing the
EU-Central Asia Education Platform for four years. Latvia’s focus has been vocational
education. In 2019, this EU platform has been concluded. Given the high priority of
education in the new EU strategy, it would be essential that Latvian experts continue to
play their active role in this area.
The contributions of the experts of the Latvian Institute of International Affairs is also
worth noting. Latvia is one of the leading countries in the EU SEnECA platform, where
the EU and Central Asian researchers jointly evaluate the priorities of cooperation.
Since the launch of the SEnECA platform in Riga in 2018, experts of both sides have
significantly brought closer their understanding of common priorities: education,
connectivity, security, climate, environment, and agriculture. The jointly developed
EU–Central Asia 2030 scenario holds valuable recommendations for the work of policy
makers. It would be important for the EU to continue to support SEnECA network.
At a time when the interest of the EU Member States in Central Asia is significantly
growing, Latvia should continue the existing initiatives and also seek additional
opportunities. If earlier they were only Germany, France, Italy, Latvia, and Poland, now
almost all the Member States are active participants of the EU discussion. Hungary,
Austria, Romania, and Bulgaria are considering connectivity and energy supplies across
the Caspian Sea, and Estonia and Lithuania have also boosted their activity in Latvia’s
“niche” areas.13
To sum up, Latvia must continue its work in supporting the EU agenda in Central Asia.
In this context, the Annual Report of Minister of Foreign Affairs promises, that “Latvia
will continue to play an active role in shaping the common EU policy, formulating and
defending its own interests and those of the EU in the region”.14
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BILATERAL LATVIAN – CENTRAL ASIAN RELATIONS
Latvia’s foreign policy faces many challenges, therefore it cannot be expected that
Central Asia will be at the top of the list. The region retains its place as a niche area.
Also, economic interests in Latvia influence its bilateral relations with the countries of
Central Asia.
At the level of rhetoric on Central Asia, there are no changes. The Latvian officials in
their public statements appreciated the positive development in the region and express
their readiness to share Latvia’s experience of reforms. Transit sector was particularly
emphasized.
For example, Foreign Minister E. Rinkēvičs in April, during the meeting with the
Foreign Minister of Kazakhstan stressed that Latvia sees Kazakhstan as a strategic
partner in the sector of trans-Eurasian transportation. J. Mažeiks, the Political
Director of the Ministry of Foreign Affairs, during the EU conference on Central Asia
connectivity in April also highlighted the importance of the region for EuropeanAsian connectivity and Latvia’s involvement in the development of trans-Eurasian
transport and logistics corridors.15 I. Mūrniece, the Speaker of the Saeima, during the
visit of the Speaker of Kyrgyz Parliament D. Dzhumabekov to Latvia, expressed Latvia’s
readiness to share experience in strengthening parliamentary democracy and Minister
E. Rinkēvičs, emphasized co-operation in the transport and logistics sector.
In the context of the decline in transport and transit through Latvia, Minister of
Transport T. Linkaits also said that in the light of the decrease of Russian cargoes
through Latvia, all partners, including Kazakhstan, are important for the country.
Given that one of China’s six Belt and Road transit corridors is directed through
Kazakhstan and Belarus directly to Europe, the question is if Latvia will be located in
this corridor.
The good news is the opening of the full-fledged Embassy of Kazakhstan in Latvia at
the end of 2019. Hopefully, it will intensify the economic cooperation in the future.
Kazakhstan plays an important role in the transport, transit, and logistics sectors of
Latvia, as well as in air transport. In 2019, the Latvian national airline airBaltic launched
a regular route Riga-Almaty. Latvia also has plans for tourism development in relation
to air passenger transport.
Apart from the transport and transit areas, the business interests of Latvia in Central
Asia involve certain niche areas of trade – for instance, pharmaceutical products
(approximately 50%) have been a significant export product of Latvia. Admittedly,
Latvian trade volumes with the region are low – less than 1% of Latvia’s goods and
services turnover, with Uzbekistan and Kazakhstan dominating the trade. Trade has
fallen slightly in recent years, at the same time, the interest of Latvian entrepreneurs in
the region has remained rather high.16
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Export of education has continued to be an important cooperation sector for Latvia
in Central Asia. Several thousands of students from the region are studying at Latvian
universities. It is worth mentioning that in October, Riga Technical University opened
an education and information centre in Tashkent, offering preparatory training for
Uzbek students planning to study in Europe and Latvia. This year the first forty
students started their training there.
The interest of Latvian entrepreneurs has followed the positive developments in
Uzbekistan. The representative office of Cleantech Latvia technology cluster in
Uzbekistan has expanded its activities, and its office of the cluster in Kazakhstan has
been established. Latvian entrepreneurs are also active in fish product processing, as
well as transport, and a logistics centre is being established in Tashkent.
At the same time, businesses still face risks in the Central Asian market, and 2019 was
not an exception. The Latvian Government has provided support to them in dealing
with specific problems in the region. The Ministry of Foreign Affairs highlights that
“economic cooperation with Central Asian countries could be facilitated by the
modernization of their national and economic governance systems and a favourable
business environment”.17
Latvian Government also addreses the interests of its businesses at bilateral
Intergovernmental Commissions (IGCs). The IGC with Uzbekistan was held in Riga in
2017 and with Kazakhstan – in 2018 in Riga. The regular IGCs with the involvement of
businessmen are very useful.

Development cooperation
An important part of Latvia’s relations with Central Asian countries is development
cooperation, thus supporting reforms in the region. In 2019, Latvia continued
sharing its expertise in providing assistance to the justice and internal affairs systems,
the strengthening of public administration capacity (corruption prevention), the
agricultural sector, the development of e-governance, and the empowerment of women.
Riga Graduate School of Law has continued its training curriculum for young Central
Asian leaders in 2019 as well. A new positive trend is that the Central Asian countries
themselves started to actively approach Latvia for asking its expertise in various reform
areas.
Overall, these Latvian development cooperation projects in Central Asia are also
of benefit for the entrepreneurs as they aim at the improvement of the business
environment. Also, the Latvian projects have been appreciated by Central Asian
partners, confirming that the Latvian funding for the development cooperation is being
used efficiently. Thus, Latvia should continue this work, as well as think about new
opportunities.
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CONCLUSIONS AND RECOMMENDATIONS
The question if the positive developments in Central Asia will gain momentum
depends on many factors. To what extent the President of Uzbekistan, Sh. Mirziyoyev,
will be able to live up to the expectations of the society? How the transition of power
in Kazakhstan will evolve? It is likely that the region will continue opening up and
that gradual, although limited, reforms will continue, however, given the multiple
challenges, the “facade change” is a risk.
As regards external factors, China and Russia with their border with Central Asia will
always consider the region to be of strategic importance. Their pressure will only increase.18
Integration of the region will continue under China’s Belt and Road Initiative, Russia will
continue to exert pressure in the energy sector of the region, and both will continue to
engage in the economic and security areas. External challenges will not diminish.
As the influence of the major powers increases, the relative weight of the EU in the
region may decline.19 Under the influence of Russian propaganda, the image of the EU
in the region remains rather negative. It is also difficult to predict whether and how
the EU will be able to balance its ambition of connectivity with China with its own
set of standards, as well as the concerns of the EU about potential security risks in its
cooperation with China.
As regards Latvia’s bilateral relations with the Central Asian countries, economic
interests – including transit and transport as well as trade in specific niche areas -- are
likely to continue. In the context of Latvia’s international engagements, including the
United Nations, a more active involvement in development cooperation in the region
can be expected. Decisive action by the Ministry of Foreign Affairs will be of crucial
importance here.

Recommendations
It is important that the new EU strategy for Central Asia is implemented into practice.
Being aware of the need to implement the strategy under difficult geopolitical contexts,
the EU should make greater use of “soft power tools” while acting as a geopolitical player.
It is essential that the new leadership of the EU institutions retains responsibility for
the continuation of the process. In this context it could be important also if the Latvian
experts maintain their positions in the EU institutions that are involved in Central
Asian policy-making.
Latvia should continue its practical contribution in the existing successful EU
initiatives, programmes and projects in security, border management, education and
environment thus strengthening its Central Asian expert niche in these areas.
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Latvia should continue to seek its place in the European and Asian connectivity by
using its excellent experience in Central Asia from the NATO Northern Distribution
Network.
Latvia should support the introduction of the EU twinning instruments in Central Asia.
Latvia should strengthen its development cooperation implementation mechanism to
be able to take part in implementing the EU and international projects in Central Asia.
Latvia should continue to support Kazakhstan’s dialogue with the OECD and the
transfer of best practices, as well as Uzbekistan’s accession to the WTO.
The political dialogue of Latvia with Central Asia in international organizations,
including the support of nominations for UN positions, will be of increasing
importance.
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THE EASTERN PARTNERSHIP –
10 YEARS ON
Ilvija Bruģe
Associated Research Fellow at the Latvian Institute of International Affairs

This year was an important milestone for the EU’s Eastern Partnership (EaP) initiative,
which celebrated its 10-year anniversary.1 In Commissioner Johannes Hahn’s words,
the 10th anniversary marked the celebration of a “decade of strong commitment of
EU Member States and its six partners to strengthen cooperation, bring real change to
people’s lives and strengthen reform processes”. 2 Although achievements and the level
of cooperation remains varied across the six partner countries, with Georgia, Moldova
and Ukraine having clear EU aspirations, and Armenia, Azerbaijan and Belarus
balancing between the EU and Russia, the policy has brought important benefits
to both the EU and the EaP countries by promoting social, economic and political
development.
Hahn’s words reflect the normative and moral agreement of both sides to work
together; however, real cooperation has never been easy. The EaP policy has proven
that the ownership of reforms is in the hands of the partner countries themselves,
as all change must be backed by political will and an internal drive for change. The
countries’ reform processes benefit greatly by joint pressure from the EU and civil
society – however, if the old elites fill “out democratic institutions only in form and
imitate reform rather than actually implement [it]”, then the impact of any EU policy
will be limited. 3 Such elites and their corrupt ways also discredit the EU’s values and
the overall EaP project. That leaves the EU between a rock and a hard place, as not
cooperating with the political elites of partner countries is not an option, and the EU
only has a mandate to motivate (as opposed to force) the elites to change their ways.
Furthermore, EU member states themselves often lack unity in their approach to
neighbouring states.
Looking back at the past 10 years, the EU should not only bask in the achievements –
as considerable they may be for such a complicated environment and a relatively
short period – but should also ask what more it could have done. Five out of the six
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partner states still have unresolved conflicts on their territory, and rumour has it that
Russia wants to further its already overwhelming presence in Belarus. The EU’s effort
in acting as a mediator in some of these conflicts is, of course, undeniable, but the
conflicts remain are far from solved. This is largely attributable to a lack of united action
from member states, but of course also to the looming influence of Russia – which is
unwilling to let go of any of the countries under its sphere of influence. As “[t]here is no
doubt that the real threat for the Kremlin is a democratic, free post-Soviet space.”4

WHERE ARE THE PARTNERS?
Armenia
Armenia is a member of the Russian-run Eurasian Economic Union, but also seeks
closer integration with the West. Hence it enjoys a somewhat peculiar status, and its
relations with the EU are based on the EU–Armenia Comprehensive and Enhanced
Partnership Agreement5 (CEPA), signed on 24 November 2017 (in force since 1 June
2018).6 CEPA, in combination with Armenia’s “Velvet Revolution” in spring 2018, has
re-intensified cooperation between the two sides, especially as the revolution saw the
end to a decades-long ruling class.7 Although CEPA is often seen as a lighter version
of the Association Agreement, it is also “the first successful example of European
engagement in the Eastern Partnership that is based less on wishful thinking and more
on a realistic consideration of the specific conditions and constraints that are unique
to each EaP state”.8 Indeed, Armenia’s stance will always have to be a compromise
between its Western leaning aspirations and its security dependence on Russia in
Nagorno-Karabakh, as highlighted by its geopolitical situation and coarse relations
with its neighbours. It is too early to measure the EaP’s impact on Armenia’s political
and economic reform process. It must be recognized that Armenia, in addition to poor
economic performance and corruption and, consequently, a weak state, suffers from its
dependence on Russia (both militarily and economically). Nevertheless, this is the time
for the EU to intensify its support in financial and practical terms, while maintaining
the political pressure needed to continue reforms. Recent political change in Armenia
is an opportunity the EU should not miss, while treading carefully (where possible) and
with an awareness of Armenia’s membership in the EAEU.

Azerbaijan
The EU’s relations with Azerbaijan are still based on the Partnership and Cooperation
Agreement (PCA) from 1999, and negotiations on a new framework agreement have
been ongoing since 2017. The talks have advanced considerably, and the agreement
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is likely to be signed in the very near future.9 However, there is little hope that both
sides will engage in pro-reform political dialogue due to Azerbaijan’s authoritarian
elite. Meanwhile, economic cooperation is and will continue to be the centre of
attention, as both sides see each other as strategic partners – the EU is Azerbaijan’s
biggest import and export partner, while Azerbaijan’s energy resources are crucial
for the EU market.10 In security terms, similarly to Armenia, Azerbaijan continues
suffering because of Nagorno-Karabakh; however, it is less dependent on Russia
and its resources. The EU’s impact in this area is limited, and any engagement is
complicated by the plain fact that it would involve the country picking sides between
the two partners. That said, in order to foster closer relations, the EU’s support in this
matter would be crucial – both for Azerbaijan’s elite and for the public.11 Political
engagement is based on terms of cooperation, not integration, and this is once again
due to the authoritarian elite. Azerbaijan’s economic capacity and consolidated
political regime permits it to balance between the EU and the EAEU without really
siding with either.

Belarus
Another EAEU member, Belarus is currently negotiating another format of relations
with the EU – the EU–Belarus Partnership Priorities.12 Belarus has always been very
much integrated with Russia in economic, political and even military terms. While the
EU’s engagement in Belarus over the past years has increased considerably in economic
terms, little progress has been seen in political engagement, and political reform is
of limited political interest for both sides – the EU has more burning priorities, while
Belarus does not see any gains from closer political engagement. “It’s a vicious circle,
with the absence of distinct interests and willingness to effect change on both sides only
serving to reinforce mutual passivity.”13 This said, the recent tension in Russia-Belarus
relations might be the EU’s chance for closer engagement with Belarus, and Belarus’s
chance14 to play the mediator between Russia and the West – engaging with both while
maintaining some neutrality.

Georgia
Georgia is perhaps the closest of the EU’s eastern partners. It is a signatory of both the
Association Agreement and DCFTA, it enjoys a visa-free regime with the EU, and it
has set a very clear path towards integration with the West and distancing itself from
Russia. “On 1 November 2018… more than 25 concrete actions were agreed, further
reinforcing EU–Georgia cooperation.”15 The EU is Georgia’s main trading partner, has
clearly stated its support for Georgia’s territorial integrity, and engages closely with
Georgia’s political elite. It has sent a monitoring mission to Georgia to observe the
156

situation at the contact line in Osetia and Abkhazia, with the aim to defuse tension
between the conflicting parties. Georgia for its part has repeatedly reiterated its EU
membership aspirations. In July 2019, the Georgian president once again stressed that
Georgia fully intends to become a member of the EU, “even if it meant an innovative
approach and “knocking on every door”… Our values, culture, [and] history are
European, our population is European, 80% of our population support the objective
of joining the European Union, and that is steadily in the last 15 years, without any
change, without Euroscepticism.”16 Hence, the EU’s success in pushing for political
reform17 in the country should include a clear target for Georgia’s future integration.
Even if the EU is unwilling to consider Georgia’s membership in the foreseeable future,
it should look for an agreeable alternative, as otherwise it risks losing out on one of its
staunchest supporters.

Moldova
Like Georgia, Moldova is a signatory of Association Agreement and DCFTA and has a
visa-free regime with the EU. It is also very clear in its EU membership aspiration, and
despite major scandals surrounding its oligarchic elite it has done a lot to implement
the reforms required by the EU. Economic relations have grown consistently – in 2018,
56% of Moldova’s overall trade was with the EU18. The implementation of various EU
development projects in the otherwise very poor country has succeeded in showing
the benefits of partnership to Moldovan citizens. But all these achievements have
also come at the cost of large-scale emigration to EU countries, as people search for
better working conditions and a larger income. Moldova’s new government (elected
in February 2019) repeatedly stressed its commitment to pro-EU reforms and
its willingness to become a full-fledged EU member.19 As with many post-Soviet
countries, Moldova sees economic assistance and political backing from the EU
regarding its territorial integrity surrounding the frozen-conflict in Transnistria as
vital. The EU should and does deliver on this – the EU Border Assistance Mission to
Moldova and Ukraine is just one example of the EU’s resolve on the matter. However,
after decades of crippling corruption, much more is needed from Moldova with regards
to the lack of good governance and rule of law – crucial problems stalling the country’s
progress. Hopefully, the new government will have a new impetus for delivering
reform.

Ukraine
Ukraine has also signed the Association Agreement, DCFTA and enjoys a visa-free
regime. It is fair to say that Ukraine is also the most important EaP state in terms of
demonstrating the EU’s soft power and the success of its values. Since 2014, Ukraine
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and the conflict in its east have remained at the centre of global politics. The EU and
European Financial Institutions alone have allocated more than 15 billion euros in
grants and loans to support Ukraine’s reform process, with strong conditionality on
continued progress.20 Ukraine, due to its size and geographical location, is crucial to
the EU economically, politically and security-wise. Good relations with Ukraine means
access to a market of more than 40 million people, ensures a buffer zone for Europe
from Russia’s influence, and serves as a litmus test for the EU’s political influence and
the longevity of its values. From one side, Ukraine has truly embarked on the reform
process (with numerous detours and stalemates, of course), but from the other side it
is well aware of its importance to the Western world, judging by the vast number of
investment and development projects and international donors present in the country.
The reform process is further complicated by endemic levels of corruption, political
infighting and resistance from the bureaucratic apparatus. However, there are clear
indications that the EU is planning to continue to push for civilian sector reform, as
increasing amount of money is invested in its advisory mission to Ukraine and other
projects. And Ukraine’s move towards closer integration (and membership hopes) is
set in stone – it stands not only for political and economic development, but also for
military security. This has been reiterated by the newly elected president and parliament
alike.21 And it is important to remember that Ukraine is key for the EU’s own security
and global status.

WHERE DOES LATVIA STAND?
Latvia as an EU member state is, of course, also a participant in the EU’s Common
Foreign and Security Policy (CFSP), which limits its choices regarding foreign policy
towards third states. However, in the case of the EaP, Latvia – with the other Baltic
States, Poland and Sweden – is one of the front-runners of the policy, pushing for ever
more active engagement in the region, as peace and stability in the EaP countries affects
Latvia’s own security. As a former Soviet country, it, along with the other states, is seen
by the EaP countries as a success story and, more importantly, as an example illustrating
that progress and integration in the EU are possible.
The importance of the EaP countries in Latvia’s foreign policy has been evident not
only in its practical activities and political statements, but also in its foreign policy
planning. As in other years, in 2018, the Latvian minister of foreign affairs in his report
to the parliament stressed that the European Neighbourhood Policy will remain
Latvia’s foreign policy priority, and specifically that it would promote cooperation
within the EaP format and the facilitation of closer EU relations with the EaP states –
Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine. Security and economic
developments in the region are crucial for Latvian foreign policy. “Latvia supports the
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membership perspective for Ukraine, Moldova and Georgia, as well as a differentiated
approach to other Eastern Partnership states. The joint historic experience of Latvia and
Eastern Partnership states, as well as Latvia’s support, as an EU and NATO member
state, to these countries, allows Latvia to successfully engage in global processes, take
an appropriate role in discussions and promote Latvia’s role as a responsible regional
and international player in facilitating the implementation of democracy and standards
of the rule of law.”22
Indeed, Latvia has been actively engaged in promoting EaP policy within the EU,
pushing for closer engagement and for maintaining the EaP as a separate policy
instrument, and calling for larger contributions and continued prioritization of
the region post-2020.23 The EaP countries, and Ukraine, Georgia and Moldova in
particular, are Latvia’s key partners in development aid. From the 463,813 euros
allocated for development aid, 437,813 euros (94.4%) were allocated to the EaP for
various grants and long-term development projects.24
Latvia has also been vocal about its support for the EaP countries in other forums.
This is highlighted by Latvia’s reaction to the decision to renew Russia’s membership
in the Parliamentary Assembly of the Council of Europe (PACE). Latvia in response
announced that it will not participate in the plenary meetings of the PACE autumn
session25 in solidarity with Ukraine.26 The decision is a demonstration of sheer
political will, and carries the weight of emotional support, which are the most valuable
contributions that Latvia – as a country of its size, and financial and political weight –
can provide the EaP states with.

THE WAY FORWARD
Over the 10 years since the launch of EaP, achievements have been mixed. The successes
in various countries have been dependent on political will as much as on the geopolitical
situation of the six countries, which all have poor records on the rule of law and good
governance, as well as high levels of corruption. The EU has to tread carefully – it
cannot allow corrupt elites to become identified with the EU and its assistance. For the
most part, it has succeeded at least in three out of the six countries – Georgia, Moldova
and Ukraine.
The 10-year anniversary of the EaP, along with the end of the 20 deliverables for 2020
programme, is a good chance to update and rethink further policy towards the EU’s
Eastern neighbours. Georgia, Moldova and Ukraine have achieved their targets in
terms of the Association Agreement, DCFTA and visa-free regimes. The political
will to integrate with the EU in these countries is high, but it should not be taken for
granted. Hence, the EU also needs to think about what potential gains it can deliver,
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apart from the obvious need for the EU as a geopolitical counterbalance to Russia, in
order to motivate the three countries to continue their reform processes. It is unlikely
that further development will be easy without the prospect of closer integration or
membership (even if it is a distant prospect).
On the other hand, cooperation with Armenia, Belarus and Azerbaijan has brought
very different results. Armenia and Belarus have joined the EAEU, while Azerbaijan
is seeking to maintain its policy of balancing between the EU and Russia. The EU
should be celebrated for finally accepting that each of the EaP countries has different
security and foreign policy needs, and for applying different negotiating models to
these three countries instead of a fit-for-all approach. But it will not be enough to just
develop official agreements. The EU should search for ways to address the issues its
partners are going through, and really focus on “winning the hearts and minds” of
their societies.
It is important, especially on the part of countries like Latvia, that the EaP remains high
in the agenda of the EU. In fact, despite fatigue over the EaP in certain Southern and
Central European countries, the stability and success of these countries is crucial for
the security of the EU, as well as for its normative power and values. The EU should set
out very clear goals of how to move forward – both for its own sake and for the sake of
its partners. “It needs to have clear aims that are reachable, flexible and also motivating.
It needs to recognise the differentiation in the members and perhaps maybe even have
separate aims for different types of members.”27
Finally, the EU really has to focus on how it sells its image to its Eastern partners, their
elites and their public. Just as important is that the EU has a clear idea on how to explain
its Neighbourhood Policy, and the EaP in particular, to its own member states and their
societies. For if there is no strong political will and buy-in from elites and the public on
both sides, how can the Eastern Partnership policy succeed?
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LATVIAN–BELARUSIAN RELATIONS:
CHANGES ARE INEVITABLE
Elizabete Vizgunova
Research Fellow at the Latvian Institute of International Affairs

Since Alexander Lukashenko came to power in 1994, parliamentary and presidential
election periods have provided the international community a rare opportunity to
get insight into attempts by the living portion of Belarusian civil society to organize
itself and signal that the opposition is alive and ready to get actively involved in
politics (if only such an opportunity were to arise). Unfortunately, according to an
evaluation by the Organization for Security and Co-operation in Europe’s (OSCE)
Office for Democratic Institutions and Human Rights (OIDHR), the 17 November
2019 elections were in violation of international standards and democratic voting
principles.1 A brief report on the elections published on the website of the Latvian
Foreign Ministry announced that Latvia “invites the Belarusian government to
continue work on the development of electoral legislation in accordance with
international standards, taking into account the ODIHR and the Venice Commission’s
recommendations. Latvia is prepared to share its experience on reforms, including
in the organization of free and democratic elections. Latvia will continue its work on
developing close neighbourly relations with Belarus, as well as strengthening EU and
Belarusian cooperation.”2
In general, this is a good illustration of Latvia’s continuing values-based position
in relation to Belarus. Economic links which connect these mutually friendly
neighbouring countries cannot fully develop on the political plane until a moment
when “the winds of change blow” in Belarus’s political course. This year, the
economic issue of the integration of Russia with Belarus has come up once again,
stirring up serious concerns for the entire European Union (EU) and Latvia.
Uncertainty on this issue leads one to think that the loss of the full sovereignty of
another country on the borders of the EU and NATO would even further restrict
the EU’s opportunities to facilitate the development of democratic processes in the
Eastern Partnership states.
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Another fact needs to be put up against this one: President Lukashenko is 65 years old
this year, and, even though Europe’s last dictator (some other leaders in the region could
compete for this title with him) remains in good physical condition and will most likely
also gain victory in the presidential elections in 2020, a transition of power in Belarus is
inevitable. What can Latvia expect of its neighbouring country’s future prospects?

MULTI-VECTORAL FOREIGN POLICY
AND A STABILITY PROVIDER IN THE REGION:
THE AFTERMATH OF THE MINSK DIALOGUE
Since the commencement of the crisis and war in Ukraine, Belarus has attempted to
position itself as an international broker between Ukraine and Russia. The Minsk-I and
Minsk-II Protocols have become the most serious international documents associated
with the war in Eastern Ukraine. To rephrase Belarusian Foreign Minister Vladimir
Makei: by offering Minsk as neutral territory for solving the conflict, Belarus confirmed
its reputation as a security provider in the OSCE region, and is playing a serious role
in the resolution of the Ukrainian conflict. 3 Belarus is, therefore, a unique player in
Europe, bearing in mind that “no other country has the kind of relationship with
Moscow that Belarus has”.4 Furthermore, Belarus is a country that can be considered
a trustworthy partner in the eyes of both the East and the West, and therefore “could
become the answer to the question of whether it is possible to make Eastern Europe a
belt of cross-border stability and constructive interaction”. 5
It seems that a very recent feature of Belarusian foreign policy was mapped out in the
words of Makei, whereby there is an attempt to position Belarus – on a fundamental
issue – as being capable of adopting foreign policy guidelines that differ from those
of Russia; this has been added to the country’s usual multi-vectoral foreign policy
paradigm. This idea was reinforced by Foreign Minister Makei’s presentation at the
Minsk Dialogue (which took place on 7–8 October 2019).6 The event at Minsk’s
Marriott Hotel gathered together the most important current European security and
policy experts (it is thought that the event received such wide interest and support
from international donors because it was seen as an attempt to open up Belarus). In
the opening presentation at the dialogue, Makei pointed out that Belarus’s vision
for a European security architecture “From Lisbon to Vladivostok” is also closely
associated with the fact that countries in the region “do not feel comfortable” as they
find themselves between the opposing forces of NATO and Russia, and he pointed out
several times how dangerous the protracted crisis of mistrust (which is particularly
linked to the collapse of international arms regulations) is to international stability.
On the second day of the Minsk Dialogue, President Lukashenko also devoted a large
part of his speech to the conflict in Eastern Ukraine, pointing out that the conflict is
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taking place not just in Ukraine, but in the entire “European common home”. In the
transcript of the president’s speech, there is clear emphasis on the fact that Belarus
and Ukraine are united by close bonds of friendship; the personality of Ukraine’s
new president, Volodymyr Zelensky, is seen positively, and it was pointed out that the
conflict in Ukraine was taking place between Russia and Ukraine (which resonated
negatively in Moscow, with Kremlin Press Secretary Dmitry Peskov already denying
this information on the next day).7
Overall, the Minsk Dialogue left the impression that Belarus, in addition to its usual
agenda – namely, readiness to support the commencement of the Helsinki-2 process,
promoting mutual cooperation between the European Union and the Eurasian
Economic Community, working with the Common Security Treaty Organization
(CSTO) and NATO, collaborating with the Belt and Road Initiative, the Shanghai
Cooperation Organization and the Association of Southeast Asian Nations (ASEAN),
and promoting Belarus’s own initiative on forming a “belt of digital neighbourliness”8 –
nervously and vocally emphasizes its (supposed) neutral position in the context of the
Ukrainian conflict, and its refusal to recognize Crimea’s new status.
Outside of verbal discussions at the Minsk Dialogue, several important opinion pieces
were also published on the event’s webpage; these understandably represent the leading
opinions and reflections of Belarusian experts about the realities of the nation’s future.
This is exemplified by the thoughts reflected in an article by Yauheni Preiherman, the
founder and director of the Minsk Dialogue, about the idea of an integrated Union State
of Russia and Belarus, which was reiterated again in December 2018. Russia’s proposal
to continue the integration process is based on the 1999 Agreement on the Creation of a
Union State of Belarus and Russia (even though the Union State idea had already been
officially announced for the first time in 1992). Preiherman pointed out that the 1999
agreement foresees parity (which is also Belarus’s official position on the integration
issue); i.e., both nations will officially remain independent of each other and will retain
sovereignty. But this parity principle is specifically the reason that this agreement has
never materialized; Moscow has not been willing to agree to this, but Minsk has not
been ready to yield to anything else.9 The concerns that have sometimes been expressed
about Russia’s intentions to annexe Belarus completely are denied in the article, and
it has been pointed out that this solution would not be supported by the citizens of
Belarus nor by Lukashenko himself. At the same time, it must be admitted that there
are serious economic instruments in Russia’s hands for achieving the result it desires in
Belarus.
An almost record number of disagreements have arisen between Belarus and Russia this
past year. In January and February, for an extended period neither nation could agree
about natural gas costs.10 In April, Russia banned the import of Belarusian apples and
pears, maintaining that Belarus was breaching Russia’s embargo against EU products.
Belarus was not slow to reply, threatening to close down the Friendship transit pipeline,
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which supplies oil to Poland and onwards to Central European and German markets,
complaining about safety risks resulting from the technical condition of the pipeline.11
In May, Russia recalled its ambassador from Belarus after complaints from Belarus that
the ambassador “does not understand the difference between a federal region and an
independent nation”.12 Even more precedents can be named, but the most important, it
seems, is the fact that Belarus is not ready to accept Russia’s tendency to make decisions
unilaterally. Another article by Preiherman provides a critical view of the policy
currently implemented by Russia on Belarus, maintaining that “with the deterioration
in relations with the West, Russia’s power elites also proposed the implementation of
stricter policy against Belarus. In their [the elite’s] eyes, Minsk has to agree with Russia’s
international relations, otherwise it will lose its economic advantages and special
relations with Moscow”.13
Overall, it should be pointed out that it seems that Belarus has begun a dispute with
Russia about the content and form of their future relations. Belarus’s social contract is,
to a large degree, dependent on Russian funding. The state’s subsidies-based economic
model has basically been the foundation of the system for the past 20 years. At the
moment, the following scenario for the future relations between Belarus-Russia has
been circulating in the media (it was published for the first time on 16 September 2019,
in Kommersant): a partial economic integration à l’UE, developing a unified tax code,
and creating a unified customs and power policy. Macroeconomic harmonization would
also be implemented through the unification of monetary control and the creation of a
unified account system. This means that the Belarus National Bank and Russia’s Central
Bank would operate on a unified banking and finance-monitoring principle. Other
elements of integration concern the regulation of agriculture, trade, transport networks,
anti-monopoly policy and consumer rights protection issues. These changes are planned
to be implemented by 2021. Following on from that, the further development of
integration from 2022 could include unified policy on the labour market and in the field
of social protections.14
Here though, it should be pointed out that officials from Belarus have exhibited a
sceptical attitude several times regarding the integration project. President Lukashenko
is currently using it as a bargaining instrument to achieve the continuing receipt of
Russian subsidies and to discontinue Russia’s customs tax policy, which negatively
affects Belarusian exports.15 Meanwhile, Foreign Minister Makei has indicated that
Moscow’s vision about unification is unacceptable and that the creation of transnational
institutions or the formation of a confederation (i.e., the loss of Belarus’s sovereignty)
are not negotiable.16 It is difficult to predict the outcome of these discussions; however,
it is clear that significant changes can be expected in Belarus in the coming years. These
are also connected with the expected transition of power, which will be discussed later
in this article.

166

LATVIAN-BELARUSIAN ECONOMIC RELATIONS:
A POSITIVE DYNAMIC SINCE THE LIFTING OF SANCTIONS
It is important, firstly, to substantiate why Belarus, as a sovereign nation, is important
to Latvia’s future as well. Latvia and Belarus are connected by close historical
links that have also influenced Latvia’s contemporary development: in Latvia, the
Belarusian community forms the second largest ethnic minority in Latvia (with about
70,000 inhabitants), which facilitates active mutual contacts between the inhabitants
of Latvia and Belarus. Consequently, Latvian officials also show heightened interest in
the development of Belarus and its future trajectories, facilitating parliamentary and
municipal cooperation, cross-border collaboration, and cooperation on border control
and management, and on education and science.17
The lifting of sanctions by Latvia against Belarus in February 2016 was looked on
favourably, even though it was clearly indicated that a broadened dialogue between
the EU and Belarus would continue to include issues of political freedom.18 However,
officials from Belarus look favourably on Latvia’s consistent position on the issue of
sanctions on Belarus and emphasize this view in the context of various collaboration
formats. Indeed, since the lifting of sanctions, the number of visits from Belarus to
Latvia has increased significantly (even though Latvian visits to Belarus through the
years have already been frequent and regular). For example, officials from Belarus
visited Latvia only three times in 2014 and twice in 2015. In 2016, officials from
Belarus arrived in Latvia eight times (it should be pointed out that such an intensive
number of mutual visits was not witnessed subsequently). A visit to Latvia by President
Lukashenko is already being planned for 2020, which will be the first visit to Latvia by a
Belarusian president.
Transport and logistics, tourism, and information and communication technology
can be considered the most important areas of cooperation in Latvian and Belarusian
relations.19 Overall, it is important for Latvia to collaborate with Belarus, as this means
access to a much broader market – namely, the Commonwealth of Independent States
space, which also has a unified customs zone and an economy measured in trillions.
Belarus also collaborates with (and plans to broaden links with) China in the transit and
manufacturing fields, clearly marking its market perspectives for Latvia.20
Currently, about a third of freight transit transported along Latvia’s railways to its ports
comes from Belarus.21 Cooperation between the two countries is particularly effective
in terms of railways. In 2018, the two countries signed the Latvian and Belarusian
Agreement on International Rail Traffic, the main target groups of which are goods
transporters and passengers. The agreement is an important step in the modernization
of the two nations’ transit relations. It will assist in the promotion and consolidation
of Eurasian transport development. In addition, an agreement was also signed in 2018
about a new transport corridor going from an industrial park in Belarus to Latvian
ports. Minsk-Rīga express train traffic has also been commenced. Belarus is internally
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modernizing through implementing the electrification of its railways; in addition,
the electrification of the rail network in the East-West transit corridor on the Latvian
side allows for the positive development of bilateral relations. This collaboration has
borne positive fruit, as an increase could be observed in the total imports of Belarusian
freight – from 15.7% in 2017 to 25.5% in 2018. The total volume of freight transport
through railway traffic between Belarus and Latvia comprised 14 billion tonnes, which
was 56% more than in 2017.22 An increase in bilateral trade can also be observed (for
example, in the first quarter of 2018, the overall turnover in the trade of goods increased
by 41% compared with the first quarter of 2017). Here, though, it should be added that,
for Latvia, Belarus is only the 19th most important partner in terms of exports and the
12th most important partner in terms of imports.23
Latvia’s largest companies are actively involved in developing cooperation with Belarus
in the logistics field. In Belarus, these companies participate with a common brand,
VIA Latvia, to present a unified offering from the companies involved in the Latvian
transit corridor and to ensure an effective flow of freight transit between Belarus and
Latvia. Latvian companies and officials (even with assistance from structural units
such as the Latvian–Belarusian Intergovernmental Committee on Economic, Scientific
and Cooperation Issues or the Latvian–Belarusian Council for Business Cooperation)
actively lobby the opportunities offered by the Latvian transit corridor – among other
things, their efforts are in relation to alternative oil supply through Latvian ports to
Belarusian processing factories.24 Here, though, it should be pointed out that Latvia is
not the only interested party – the Port of Klaipeda, for example, strips customers from
Belarus away from the Port of Rīga – and for this reason, it is important to ensure good
representation for Latvian businesses in Minsk.
The potential for the economic collaboration between the two nations has not been
exhausted. In 2018, Belarus and Latvia signed a memorandum of understanding about
the main directions for economic cooperation in the medium term. In addition to the
transport and logistics areas, it highlights bilaterally important spheres for the nations
in trade, the implementation of joint projects, construction and tourism, and science.25
It is already clear from a practical evaluation of relations between the two countries that
it is possible to increase the number of flights between the Rīga and Minsk airports,
also bearing in mind the potential of Liepāja Airport. Prospects for goods transport
by air from Eurasia can also still be utilized.26 Latvia’s accumulated direct investments
in Belarus are also gradually increasing (whereas the growth of direct investments in
Latvia by Belarus is less convincing), which indicates that Latvian businesses’ trust
in the Belarusian market is increasing. Unfortunately, Latvia’s logistics (and other)
companies find it hard to get oriented in the Belarusian market.27 The need for economic
reform in Belarus will consequently be a critical pre-condition for the further expansion
of cooperation on investments.
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ECONOMIC AND POLITICAL PROBLEMS, NOW AND IN FUTURE
The Astravyets NPP issue negatively affects relations between
Latvia and Lithuania
Problems in mutual relations between Latvia and Belarus are associated, firstly, with
the operation of the Astravyets Nuclear Power Station (NPP), which will commence
operations in 2020. Lithuanian President Gitanas Nausėda expressed regret about
Latvia’s decision to purchase electrical energy produced in Belarus, from a plant only
30 kilometres from the Lithuanian border (and 100 kilometres from Daugavpils,
Latvia’s second largest city). Lithuania has vocally pointed out several times that
the Astravyets NPP cannot be considered safe (and has also pointed out significant
breaches in safety procedures as evidence)– the country argues it is a geopolitical
project,28 and has invited Latvia and Estonia to boycott the export of Belarusian
electrical energy. Lithuania even adopted a law that will ban the use of energy produced
at the Astravyets NPP in its electrical energy market.
On 13 August 2019, the Latvian Cabinet of Ministers, to insure against the possible
risks of a reduction in the flow of electrical energy and negative tariff fluctuations,
supported a proposal from the Ministry of Economics on the organization of trade
in electrical energy with third nations, which foresees that “at the moment when
Lithuania terminates its trade in electrical energy with Belarus, [we will] transfer
the trade in electrical energy to the Latvian border”. 29 Here it should be pointed out
that direct trade in electrical energy with the Astravyets NPP is not possible, as trade
in electrical energy takes place on the stock market. Because of this, the Latvian and
Russian electrical energy transmission connection will be used – this connection is
currently only being used for technical currents, not trade. 30 The Lithuanian side has
pointed out that this actually means that electrical energy from the Astravyets NPP
will only flow to Lithuania through Latvia. Quoting Lithuanian officials: “Latvia’s
decision shows an intention to gain a short-term benefit at the expense of a long-term
strategic goal”. 31
Responding to this, Minister of Economics Ralfs Nemiro pointed out that the interests
of Latvia are foremost in this issue. “If Lithuania closes down trade in electrical energy
with Belarus, then we will move it to Latvia. We do not have the capacity to produce
sufficient energy”. 32 He also pointed out that with this step, Latvia reduced the
possibility of the electrical energy tariff increasing by 5–10%. 33
It is true that Latvia produces 87.7% of its own electrical energy, but it imports the rest
from third nations, mainly Belarus and Russia. A boycott by the Baltic nations would
most likely not prevent the commencement of the NPP’s activities, nor would it make
the NPP safer. Latvia, in turn, would be able to ensure that imports of electrical energy
remain at the same level. Here it should be pointed out that to be completely sure, Latvia
signed an agreement with Belarus in 2018 “On the operative notification of nuclear
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accidents and the exchange of information and cooperation in the area of nuclear safety
and the prevention of radiation”, which requires that the signing parties immediately
provide information on any accident. Consequently, Latvia can be considered the
winner in this situation, at least currently. But it is also clear that the situation has
created a rocking in relations between Latvia and Lithuania, negatively influencing the
unity of the Baltic nations.

Expected political and economic reforms in Belarus
The expected transition of power in Belarus is considered to be another, almost more
important, issue in Latvian-Belarusian relations. Several factors should be highlighted
here. First is the expected Belarusian presidential elections in 2020, where Lukashenko
will most likely win again. However, these will not be usual elections: Lukashenko
has already advised that he intends to amend the constitution in 2020, increasing the
power of the parliament. The electoral system could also be reformed, moving from
a majority to a mixed or proportional system, potentially strengthening Belarus’s
political parties. Consequently, Lukashenko is not ready to allow the next president,
who will possibly replace him in 2025, to have as much power as he enjoyed. 34
Lukashenko could potentially choose a “marionette” model, similar to Dmitry
Medvedev’s presidency (from 2008–2012) of Russia, and continue to rule the nation
from behind the scenes (after all, Lukashenko is only 65 years old at the moment), or
follow Nursultan Nazarbayev’s transition model in Kazakhstan. This, of course, brings
up the issue of the future Latvian and Belarusian relations: what will cooperation
be like with Belarus in the future (and, potentially, will the country have enough
sovereignty to implement this cooperation)? It is difficult to answer this question
currently, but this once again confirms the fact that the coming years will be a time of
significant change.
Less important, but still worthy of note, are expected economic reforms in Belarus. In
2020, Belarus is finally planning to become a member of the World Trade Organization,
again indicating a certain openness in the nation’s foreign policy dynamic. Extensive
reforms have been undertaken in Belarus in this respect: improvements have been made
to the Public Procurement Law, an anti-monopoly regulation has been developed, and,
among other things, laws are being created on the protection of copyright. 35
Meanwhile, Russia’s rhetoric and reciprocal conflicts show that the scope of subsidies
to Belarus will be reduced in the future. The issue of subsidies will be used in a direct
way to manipulate Belarus (and, for example, to achieve conditions favourable to Russia
on the Unified Nation issue). This situation unequivocally demands that Belarus takes
decisive action. Even though particularly large economic reforms are not expected
to be undertaken before Lukashenko’s elections in 2020, the nation’s external debt is
already 55% of GDP, and by 2024 it is planned to reach 70%. Low growth indicators
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(about 2–3% of GDP, which actually provides evidence of the country being in a low
economic growth trap) also signal the need for economic modernization. This is why
the Belarusian political elite has already commenced careful economic reforms, which
have mainly touched on the information technology sector and on small- and mediumsized companies. It is planned that the proportion of private business in the Belarusian
economy will increase by 50% by 2030. 36 Belarusian officials have repeatedly stated
that there will be an undertaking to improve the business environment in Belarus
and to promote a flood of foreign investment. Belarus has also renewed its attempts
to cooperate with international financial institutions, including the International
Monetary Fund. 37 However, the most significant changes that are needed for Belarus’s
economy are serious and even dangerous to the Lukashenko regime. 38 Among these,
there could, for example, be a suspension of heating subsidies for the people of Belarus,
or the closure of several state-owned inefficient and financially non-performing
industrial concerns, which would force the country to search for new solutions for its
employment policy. 39 From this, it emerges that the future of Belarus will be determined
to a large degree by the regime’s capacity to adapt and to apply economic conditions to
the dynamic of Belarusian-Russian relations. The country’s now-warming cooperation
with the EU could serve here as a certain counterbalance (although the influence of the
EU in this equation should not be exaggerated). The hope remains that this dynamic
will positively affect Latvia’s economic interests in Belarus as well (placing particular
emphasis on the opportunity for Latvia’s small- and medium-sized companies to utilize
the neighbouring country’s market for export).

EU strategic involvement, with uncertainty ahead
(despite everything)
It seems that Belarus has learned to mutually communicate while balancing between
the EU and its large neighbours. In terms of the various political regimes in the
Eastern Partnership nations, according to reports from Nations in Transit none of the
EU’s Eastern neighbours has reached the sort of democratic standards needed to be
called a consolidated democracy. Instead, a whole spectrum of regimes (from hybrid
regimes to consolidated authoritarian regimes) exist in the region, alongside those
previously mentioned, and as such, the expected transition of power has definitely
made Brussels soften towards Lukashenko.40 Furthermore, this drawing nearer – seen,
for example, in the decision by Belarus to introduce a visa-free regime of up to 30 days
with 80 countries in 2017 – has opened up Belarus to Western tourists as well (with an
increase of tourism in Belarus of 43% 41).
Since the lifting of the sanctions, EU funding in Belarus has increased significantly:
within the framework of the European Neighbourhood Instrument, funding for
Belarus was swiftly increased to 91.5 million euros (in the period from 2014–2017)
after the lifting of the sanctions. Meanwhile, the European Bank for Reconstruction
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and Development is working in Belarus in 2019 with 709 million euros42 (compared
to 163 million euros in 2016 and 123 million euros in 2014), becoming the second
largest investor in Belarus behind Russia.43 Similarly, the European Investment
Bank commenced a loan programme in Belarus in 2018, and its loans have reached
335 million euros over 18 months.44 To a large degree, the attraction of these kinds of
huge financial measures are the main motivation for Belarus to comply with some of the
EU’s demands, even if just as a façade.
The EU and Belarus are also linked through other sectoral cooperation areas.
Discussions concluded mid-year on the EU Visa Facilitation Agreement and the
Readmission Agreement, which stipulates the return of persons entering illegally –
this can be considered the greatest achievement of relations up to now. The signing
of the agreement between Belarus and the EU improves the opportunity for citizens
of Belarus to travel to the EU (and vice versa) and allows Belarusians to receive visas
for lower costs (reducing the cost from 60 euros to 35). The European Commission is
also collaborating with Belarus on environmental protection, economics and finance,
external trade (within the framework of the Belarus-EU Trade Dialogue, which
was set up in 2016), and customs areas (the EU-Belarus Customs Dialogue was also
commenced in 2016). Furthermore, the EU and Belarus have also come together for a
common human rights dialogue, which particularly emphasizes the right to freedom
of expression and assembly, as well as addressing issue of the death penalty in Belarus45
(here it should be added that this format has not brought great progress up till now,
mainly due to the fact that Belarus is not interested).46 The EU also places emphasis
on support for civil society and increasing mobility between the EU and Belarus. It is
quite difficult to name an area in which the EU and Belarus have not yet collaborated (to
paraphrase Dirk Schuebel, the head of the EU Delegation to Belarus, during this year’s
Eastern Partnership consultation in Minsk).47
However, at the same time it should be pointed out that Belarus is even further from
democratic and EU norms than the extremely authoritarian Azerbaijan. Even though it
is possible to somewhat improve EU-Belarus relations in the current positive political
climate, it is clear that Belarus’s participation in the Eurasian Economic Community
and the Common Security Treaty Organization, the country’s comparatively small
trading balance with the EU as a whole, as well as the small number of political and
security dialogues it has with the EU compared to other Eastern neighbours, indicates
that a serious coming together is possible only in the case of a true change of regime
in Minsk.48 This conclusion emerges from the fact that it is not clear what Minsk can
really gain currently (besides economic investments) from the EU, or what the EU can
from Minsk.
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CONCLUSIONS AND RECOMMENDATIONS
Overall, it can be concluded that Latvia should remain watchful. Even though Latvia,
as a member nation of the EU and NATO, has very good relations with Belarus, it
is important to continue attempts to bring Belarus closer to EU standards (even if
these are manifested primarily in technical issues). This sectoral, technical approach
has actually proved to be the most effective for achieving an opening up of Belarus
to external forces (especially considering the EU’s protracted, but unsuccessful,
attempts to achieve democratization through sanctions). Continuing economic
cooperation is a good instrument for this goal; this will not only facilitate general
modernization and the reform process in Belarus, but will also be a reminder of
the nation’s link with the West, which continues to be ready to provide support.
Furthermore, the Cross-border Cooperation Latvia-Lithuania-Belarus Programme is
a great instrument for this goal, and it only underlines Latvia’s special role in bringing
Belarus closer to the EU (and it is important for the results of this project to be
utilized after 2020 as well).49
At the same time, it is clear that Belarus’s decision to promote tourism, as well as the
recent extensive visits by President Lukashenko and Foreign Minister Makei to
Western countries, indicates that the pre-election liberalization stage of politics,
which is characteristic of the Belarusian election cycle, has commenced. Latvia must
continue to support Belarus’s efforts to position itself as an independent international
actor (here it should be pointed out that a special role will also be played by the planned
visit of President Lukashenko to Latvia in 2020). Although this may sound cynical, it
can be concluded that the sovereignty of Belarus seems to have reached crossroads,
and Latvia’s national interests are, firstly, that Belarus continues to exist. Russia has a
wide arsenal of instruments in its hands to discredit the Belarusian nation and those
in charge (hereto, these instruments have been used more than once, specifically in
pre-election stages50); taking this fact into account, Latvia and the entire EU must
strengthen these links with Belarus even more actively than previously.
One of the ways in which these links can be facilitated is the signing of the EU–Belarus
Partnership Priorities. A similar agreement was achieved in July 2018 by representatives
of the EU and Azerbaijan. These discussions have already been commenced and could
encompass the following range of topics: improving the state administration system;
economic development and the market; transport, communications, ecology and
climate; and personal contacts. 51 It is in Latvia’s interests to support the conclusion of
the partnership priorities process, which will only underline the progress that has been
achieved in Belarus-EU relations.
Finally, Belarus’s foreign policy behaviour can currently be considered an opened
window. Latvia, as a nation based on EU values, must continue to give signals to the
Belarusian opposition in the authoritarian country that there continue to be forces
in their neighbourhood that support them. The EU adopted the EU Roadmap for
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Engagement with Civil Society in Belarus in 2018, the content of which has also been
approved by Latvia. Even though the previous EU road map from 2014–2017 did not
achieve all of its goals, support, advice and funding for facilitating Belarus’s civil
society’s activities will be very important at this particular time. Belarus’s civil society
is deeply divided and ineffective, but legitimate. With its support, the development of a
real political opposition is possible (particularly bearing in mind the fact that political
parties in Belarus do not enjoy great popularity, and as a consequence, civil movements
have greater potential).
And last of all, the framework in which the EU will continue its cooperation with
Belarus must be considered in the wider context. In Brussels, Eastern Partnership
fatigue can clearly be felt; the composition of the new European Commission and the
new European Neighbourhood and Enlargement Commissioner will be key players in
defining how the Eastern Partnership will look in the next 10 years. Even now, it seems
clear that a two-speed reality has emerged in the neighbourhood region; the Baltic
nations, along with Sweden, Poland, the Czech Republic and other champions, must
ensure that Belarus, as the poor student, does not disappear completely on this policy
vector.
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TOWARDS MORE VISIBILITY
IN EAST ASIA – LATVIA’S NEED
FOR AN EXPANDED OUTLOOK
Una Aleksandra Bērziņa-Čerenkova
Head of the China Studies Centre at Rīga Stradiņš University |
Head of the New Silk Road programme
at the Latvian Institute of International Affairs

The main takeaway from the 2018 Annual Report of the Minister of Foreign Affairs
is the wider emphasis that is being placed on East Asia as a whole – not just China.
In the context of political and economic cooperation, China is mentioned 5 times,
the Republic of Korea is mentioned 5 times, and Japan is mentioned 6 times.1 In
comparison, the 2017 report mentioned China 10 times, the Republic of Korea 3 times,
and Japan just twice.2
On the one hand, over-focusing on China has not been as successful as many had
thought in the early 2010s, as the economic expectations from investments and
transport cooperation have not yet been fully fulfilled. On the other hand, out of all of
Latvia’s partners in East Asia, China is and is likely to remain by far the biggest. This
is not just due to the size of China’s import and export markets, it is also because for
seven years China has been actively engaging Latvia through multilateral formats for
cooperation and wide-ranging sectoral dialogues.
This article aims at exploring Latvia’s current involvement with East Asia, describing
the trends of engagement, and assessing how Latvia should balance its East Asia
strategy. The article will also argue that Latvia needs to expand its political and
economic engagement with Japan and South Korea to strengthen its economic
competitiveness and even out the burden of expectations that is currently largely placed
on Sino–Latvian cooperation.
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Japan and South Korea have been chosen for analysis because Latvia already has
permanent diplomatic representation in those countries – therefore, an institutional
platform for multisectoral cooperation has already been established. In the future,
however, a similar analysis would be beneficial vis-à-vis other regional players, such as
Vietnam, Thailand, etc. Engagement with other partners in East Asia is the logical next
step following widening exchanges with China.

CHINA: THE MOST VISIBLE REGIONAL PARTNER
It is clear that the People’s Republic of China is Latvia’s biggest partner in East Asia,
and its role has been steadily increasing since 2012/2013, with trade amounting to
159 million euros in exports (totaling 1.2% of Latvia’s exports) and 490 million euros
in imports (3.1% of Latvia’s imports, making it the 9th largest import partner) in 2018.
In comparison, trade in goods with Japan constituted 53.3 million euros in exports and
25.7 million euros in imports, and with South Korea trade reached 61.7 million euros
and 20.3 million euros, respectively. 3
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Figure 1. Latvia’s total imports and exports of goods to selected Asian countries (EUR).
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China’s attempts to interact with the Baltic States via its new transregional initiatives –
first the “Cooperation between China and Central and Eastern European Countries”
initiative (“17+1”), and shortly after “the Belt and Road Initiative” – contributed to
Latvia’s assessment of its East Asia standing in the first place, leading to a widening of its
outlook from regional and transatlantic issues.
Also, China is the only East Asian actor to provide a somewhat structured vision of
Baltic, including Latvian, engagement. Arguably, Japan has presented projects of
regional integration that have been interpreted as a “balancing act” with regards to
the Belt and Road,4 including the “Asia-Africa Growth Corridor” (in cooperation with
India) and the “Free and Open Indo-Pacific” vision. 5 Nonetheless, first of all, this
offer does not involve Europe, and secondly, Japan has found a way of working with
China through “business cooperation in third countries”6 instead of duplicating its
initiatives.
This leads to the conclusion that saying China is just another one of Latvia’s
partners in the East Asian region would be an understatement. Both the
institutional depth as well as the practical deliverables of the countries’ cooperation
put the Latvia–China relationship on a different level, leading to the conclusion
that China is, and most likely will remain, Latvia’s biggest economic partner in East
Asia. Therefore, the goal of the expansion of Latvia’s East Asia strategy should not
be to replace China, but to diversify its portfolio and look for niche development
opportunities.
Latvia must rely on its expanding vision of East Asia to invest in partnerships with Japan
and South Korea, both on an economic and a political level.
There are several arguments in favor of Latvia expanding its partnerships in East Asia.
First of all, Latvia needs to establish links with countries that offer scale-appropriate,
sophisticated internal markets – even if Latvia doesn’t end up producing and selling
much, this would not hamper cooperation.7
Secondly, both Japan and South Korea are involved with China through trade and
are deeply integrated into regional supply chains. East Asia is the most integrated
Asian region after Southeast Asia, and it is the most balanced region considering all
dimensions of integration, including trade and investment, money and finance, and
regional value chains.8 Therefore, more proactive Japan and South Korea strategies
for Latvia would not put a strain on Sino–Latvian relations – on the contrary, new
complementarities could be achieved.
Lastly, through engagement in China’s multilateral initiatives Latvia has obtained
the experience of operating within regional groups while working with a single East
180

Asian partner. This knowledge can be applied to Latvia’s emerging partnerships
in East Asia, as both Japan and South Korea are interested in the Baltic region as a
whole.

JAPAN: EXISTING EXCHANGES, NEW IMPETUS
Not least due to China’s engagement in Europe in general and the Baltic States in
particular, Japan has also become more present in the region. Its presence is best
exemplified by the visits made by Prime Minister Shinzo Abe to six European
countries, three of them being the Baltic States, in January 2018.9 During the visits,
apart from calls to deepen cooperation in the economy and tourism, there was
a prevailing message of Japanese–Latvian common understanding on freedom,
democracy and civil rights,10 making an implicit reference to the three traditional EU
critiques of China.
Notably, Latvia already sees Japan as an important economic partner – the Latvian
Investment Development Agency has had a representative office in Tokyo since 2008.
With the Economic Partnership Agreement between the EU and Japan having entered
into force on 1 February 2019, the elimination of customs duties on agricultural
products (such as dairy and pork), processed agricultural products (such as candies,
confectionary, and biscuits), industrial products (such as cosmetics), and forestry
products (such as timber) will gradually take place.11 Latvia stands to benefit from the
agreement since these product groups make up an important share of Latvia’s exports
to Japan. Also, the issue of non-tariff barriers on pharmaceuticals, cosmetics, and beer,
among others, has been works since 2016. Pharmaceuticals and alcoholic beverages rank
4th and 6th, respectively, on Latvia’s export sheet,12 pointing towards complementarity
with the Japanese import market.
As a country interested in education exports, Latvia should continue to promote itself
as a university destination in Japan. The results of this promotion in terms of quantity,
however, is likely to remain modest, as UNESCO puts the Japanese student outbound
mobility ratio at 0.8, significantly lower than that of other countries in the region, such
as South Korea (at 3.4) and China (at 2.1).13
From the perspective of investment attraction, Latvia already has a positive example of
cooperation with Japan – in 2013–2014, Mitsui & Co., Ltd., the second-largest general
trading company in Japan, purchased “RUT”, a terminal in the Freeport of Riga,14
making it more competitive in the handling of cargo such as wood products and frozen
food.
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SOUTH KOREA: LOW BASELINE, POSITIVE TRENDS
South Korea became the first Asian country to ink a trade deal with the European
Union by signing the EU-South Korea free trade agreement in 2015 (a provisional
agreement had been in place since 2011) – a deal that “went further than any of the EU’s
previous agreements in lifting trade barriers”,15 becoming an important development for
all EU members, including Latvia.
There are signals that demonstrate that Latvia has an increasing interest in South
Korea. Since the Latvian embassy was established in Seoul in 2015, exchanges
have intensified both on political and promotional levels. In 2018 there were two
key events – the first Latvian presidential visit took place, and a business forum was
organized in Latvia. In April 2019, at Latvia’s initiative, the first meeting of the KoreanBaltic States Economic Committee took place in Seoul. In May 2019, the speaker of
the Korean National Assembly came to Latvia on an official visit. In October 2019, in
an effort to add higher-value-added products to the export balance, Latvian startup
companies took part in a trade mission. Currently, Latvia’s cooperation priorities
with South Korea include “tourism, transport, especially the development of direct
flights, start-ups, investments, food processing, [the] timber industry, and the ICT
[industry]”.16
Regarding goods exports to Korea, Latvia should continue to strive for higher-valueadded exports, as currently timber and timber products make up 81% of the export
sheet, whereas food, optical devices and machinery/mechanisms make up only 1%
each.17 Export groups are less balanced than in the case of Japan, where timber makes
up only 50% of total exports, food stands at 5%, optical devices at 15% and mechanisms
and electric appliances at 3%.18 According to the Korea Trade-Investment Promotion
Agency, medicine is also a promising export item.
As education exports are one of Latvia’s service export goals, this aspect of cooperation
should be further explored as well. Currently there are 53 Korean students pursuing
their degrees in Latvia, demonstrating a level of complementarity between Latvia’s
supply and Korea’s demand for European higher education. Korean students are active
on the global education market, with an outbound mobility ratio of 3.4 – in the region,
that is surpassed by Vietnam (at 3.6).19
Complementarity can be achieved in other areas of cooperation as well. Latvia has
been intensively developing its profile as a cinema filming location. In 2019, a highprofile project – a historical drama directed by Yoon Je-Kyun filmed in Riga and at the
Cinevilla Filmtown backlot – launched, with Latvia being the only overseas site.20 One
commercially successful filming project is more than enough to make a location iconic
in Asia and to draw more projects and spillover revenues.
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Another case in point is South Korea’s high economy interdependence ranking –
exports plus imports as a percentage of GDP make up 70.4% (2018)21 (by way of
comparison, Japan is steadily low at 35%, and the PRC has been dramatically decreasing
in the last decade, currently at 38%). Getting into the supply chains of the country’s
highly integrated enterprises can open doors for Latvian producers and service
providers – both in the East Asian region and globally.

CONCLUSIONS
China is and most likely will remain Latvia’s biggest economic partner in East Asia.
Latvia should expand its East Asia strategy – not to replace China, but rather to
diversify its engagement, taking advantage of the high economic interdependence of
the region by entering its supply chains, looking for new markets, and making use of the
diplomatic representation Latvia has established in other countries of the region.
Latvia needs to take advantage of multilateral frameworks such as ASEAN, EU–Japan
Cooperation, and EU–Korea Cooperation to further exchanges with Japan and South
Korea – and it needs to be more involved and visible within these frameworks. The
newly signed Japan–EU trade deal and the existing EU–South Korea trade deal are both
beneficial to expanding Latvian relations with these countries. Contrary to existing
concerns, the author believes that intensifying political, economic and people-to-people
contacts with Japan and the Republic of Korea would not put strain on Sino-Latvian
relations; this is due to interdependence, mutual complementarity and a high level of
regional economic integration between China and these countries. There are lessons to
be learnt from Latvia’s cooperation with China – namely, the experience of operating
within regional groups while working with a single East Asian partner. This knowledge
can be applied to Latvia’s emerging partnerships in East Asia, including the newly
established Korean-Baltic States Economic Committee, the next meeting of which is
scheduled to take place in Riga.22
In terms of goods exports to Korea, Latvia should continue to strive for higher-valueadded exports, as currently raw materials are the predominant group. In terms of
services exports to Korea, Japan, and China, wider complementarities need to be
established, including the creation of cultural products, as positive examples already
exist and the foundation for this has been laid. In terms of education exports, Korea
provides a more welcoming market than Japan due to the high outbound student
mobility of the country.
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ARCTIC SCENARIOS:
A LATVIAN PERSPECTIVE
Jānis Eichmanis
Associate Fellow at the Latvian Institute of International Affairs

In the 2019 yearbook, Latvian Foreign Minister Rinkēvičs noted that climate change
and how it affects the Arctic are a matter of concern to Latvia, especially considering
the region’s increasing militarization.1 This year, the issue warrants a closer look, as it is
increasingly hard to give only peripheral attention to developments in the Arctic relative
to global events. The Barents Sea constitutes the northern border of Europe, and the
continent cannot have its governments and inhabitants indifferent to developments in
the High North. Latvia neighbors four of the eight Arctic states.
Few will disagree with the claim that the Arctic region has become one of the most
significant geopolitical and geo-economic areas of global interest. Most of the
world’s largest states – and not a few of the smaller ones – have taken a keen interest
in the future development of the Arctic, as have innumerable research institutes and
universities that are engaged in all aspects of Arctic research. The motive for this is
not hard to find: the Arctic is a living laboratory where it’s possible to observe the
unalterable consequences of climate change. Yet, despite the rather gloomy outlook,
there are those who view these changes with considerable optimism. Various natural
resources, which up to now have been very difficult to access, will be more easily
exploitable when the sea ice in the Arctic completely disappears or shrinks to the point
where it does not hinder access to Arctic resources. The Arctic is rapidly changing
due to climate change, presenting multiple challenges, dilemmas, and opportunities.
The region is witnessing a rise in issues related to climate change, the hunt for
natural resources, opportunities for trans-Arctic shipping, Arctic governance and
militarization.
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CLIMATE CHANGE
To understand climatic and environmental change in the Arctic, it is necessary to look
at these changes in a global context. According to various reports from the International
Panel on Climate Change, the world is experiencing, with high probability, climate
change that has not occurred for hundreds of thousands of years.2 If this is conclusive,
then this would constitute a global civilizational challenge. It is an uncontroverted
fact that there is evidence global warming is taking place, increasingly over the last
decades, as a result of the release of greenhouse gases caused by intense global industrial
production, particularly with regards to the burning of fossil fuels and the release of
other damaging gases.
Over the last roughly 115 years, since the start of the industrial era, the global average
temperature has risen by 1°C, and if the concentration of CO2 gas keeps rising then in
the worst-case scenario the temperature by the end of this century could be between
2–4.5°C hotter, which would be at a minimum twice as high as the change is now. The
IPCC in its worst-case scenario envisages that a doubling of the temperature could
come as early at the mid-point of this century. Recently the Secretary General of the
United Nations stated that even if the temperature rises only 1.5°C, it would still have
catastrophic consequences, 3 and thus has asked all countries to be carbon neutral by
2050.4
The temperature in the Arctic is rising twice as fast as the global average due to several
factors, including the “albedo” effect; that is, as ice melts the darker water absorbs the
sun’s radiation rather than reflecting it as snow and ice do. Moreover, warm water from
the Atlantic’s mid-latitudes moves further north into the Barents Sea and the Arctic
Ocean.
Polar ice and snow in the Arctic region are melting faster than was predicted a few years
ago. Since the 1970s, ice has shrunk by 49%, and from 2007 to 2014 it has diminished
even faster. If this quickening continues, then the prognoses is that the Arctic will be
ice-free by the end of the 2030s or early 2040s. 5 This development is irreversible, unless
some other global event intervenes – for example intense volcanic activity that only lasts
for a relatively short duration. But for now, the ice is becoming thinner and its extent has
become limited.

ARCTIC GOVERNANCE
Arctic “governance” includes a plethora of different inter-state, regional and local
forums vying to influence Arctic outcomes. At the forefront of this conglomerate
is the Arctic Council, consisting of all the littoral states – Canada, the USA,
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Greenland-Denmark, Iceland, Norway, and Russia – plus Sweden and Finland,
as well as various indigenous people’s permanent representatives and 38 official
observers made up of both international organizations and states, including many
EU members and such faraway states as China, Japan, South Korea and Singapore. 6
The council is designated an international forum rather than an international
organization, since it continues to retain its “clubbiness”, centered on the eight Arctic
states. Some of the states that have observer status have expressed reservations about
this exclusiveness. There have been calls for the Arctic Council to be transformed
into a proper international organization based on an agreed international treaty,
which then could take binding decisions and have a permanent secretariat and
a member-funded budget.7 The caveat in the proposal is that the treaty would be
limited to the eight Arctic states, while the observer states would continue to have an
indeterminate role within the council.
The Arctic Council’s principal objectives include:
• assist in mitigating climate change and helping local indigenous communities to
adapt to the consequences of climate change
• seek to ensure the sustainable development of Arctic resources and prevent their
exploitation, which would further add to climate change
• prevent the Arctic region from becoming a zone of conflict.
As for the last point, US Secretary of State Mike Pompeo, while attending the Arctic
Council in Finland in May, introduced a discordant view on the work of the council.
He refused to sign a final summit declaration, which would have highlighted climate
change as the driver of melting Arctic sea-ice and thawing permafrost. Moreover,
he singled out China and Russia for criticism, accusing China of using its research
activities as cover for increasing its military presence, and Russia of militarizing its
section of the Arctic. As for Russia’s claim that it had a right under the United Nations
Convention on the Law of the Sea (UNCLOS) to impose restrictions on free passage
through its exclusive economic zone, Pompeo refuted the claim and added that Canada
had also claimed similar rights.8 The question now is whether security issues will be
forced onto the Arctic Council’s agenda in the years ahead. His reference to China
highlights China’s new Arctic policy, adopted in early 2018, in which it designated
itself as a “near Arctic state”.9 This reflects less its “Arcticness” and more its great power
claim to having a right to determine Arctic developments. It is an observer in the Arctic
Council and has research and economic interests in the Arctic, including participating
in LNG projects with Russia on the Yamal peninsula. It adheres to the principle that the
Arctic is the common inheritance of mankind.
Another aspect of Arctic governance arises from the application of the principles
embodied in UNCLOS. The issue revolves around territoriality as a matter of
international law and politics, and it has both economic and strategic implications. In
determining sea boundaries, three measures are used under UNCLOS: 12 miles out
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from the littoral state is the border of its territorial waters, over which it has complete
lawful jurisdiction over the seabed and the surface waters; beyond this, there is an
exclusive economic zone of 200 miles, giving the littoral state jurisdiction over the
seabed but not the surface waters, which are open to free navigation; finally, if the
littoral state can show that geomorphologically that the continental shelf of the state
extends outward beyond its economic zone then it is entitled to another 150 miles. All
five main littoral states have presented claims to an extension of its continental shelf to
the UN Commission on the Limits of the Continental Shelf.10 The commission does
not adjudicate the issue by drawing the boundaries of each claim, but instead it only
verifies whether the claim is legitimate, leaving each state to negotiate its extension
with the other claimants. There is, thus, a process in place under international law that
encourages dialogue and compromise and the avoidance of conflict. Under UNCLOS,
the exclusive economic zone (and any extension thereof) permits free navigation over
these waters while giving jurisdiction over only the seabed to the littoral state. Russia
and Canada are viewed by some states as violating this principle by insisting that they
have jurisdiction over these surface waters based on national interest or environmental
concerns. The United States, though not a signatory of UNCLOS, adheres to the
principle that free navigation cannot be abrogated; the US is not alone in holding this
view. This issue is being played out contentiously, especially when considering the
question of resources, shipping and the militarization of the Arctic basin.

RESOURCES OF THE ARCTIC
According to scientific evaluations conducted by the US Geological Survey,11 the Arctic
contains a considerable abundance of gas and oil, as well as various mineral resources.
Of course, such evaluations do not guarantee that the size of the fields will be as large as
they are thought to be. But the potential reserves are sufficiently large to entice gas and
oil companies, both private and state-run, to consider their exploitation. The Arctic is
estimated to contain about 90 billion barrels of undiscovered oil, 17 trillion cubic feet of
undiscovered gas and 44 billion barrels of natural gas liquids, making up, respectively,
16%, 30% and 26% of the world’s individual undiscovered hydrocarbon resources.
Roughly 84% of undiscovered Arctic resources are expected to be found offshore. Three
quarters of these reserves are found in the Arctic Ocean, with the largest share found
in the Russian part of the Arctic – this is predominantly gas, while oil constitutes 13%
of the total reserves. Russia believes that it has larger reserves of oil than Saudi Arabia.
According to US calculations, oil is mostly found in the North American part of the
Arctic, in the Beaufort Sea near Alaska and the Yukon. In addition to gas and oil, the
Arctic region also has various mineral deposits, including phosphate, bauxite, iron, and
nickel, as well as diamonds. But since gas and oil attract greater geopolitical and geoeconomic interest, this paper will focus on these resources.
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Norway and Russia have been particularly active in looking for and exploiting
potential gas and oil reserves in the Arctic,12 though Russia is operating under a
severe handicap in the form of economic sanctions that prevent it from acquiring the
sophisticated technology necessary for deep sea drilling, and it does not have access
to western financial resources. Moreover, the return on investment is negatively
affected by the low price of oil and gas. In fact, Russia has been slow in starting to
drill in the Arctic Ocean, although in terms of on-shore the private consortium led
by Novatek out of the Yamal peninsula is producing LNG for export worldwide, with
Chinese backing.13 Gazprom, which has exclusive drilling rights in Arctic waters,
is stepping up its oil and gas exploration efforts in cooperation with and China and
others.14 Norway is focusing its attention on the Barents Sea, where it is uncovering
substantial gas fields.15 The US is now beginning to issue drilling licenses in the
Beaufort Sea after a halt on exploration under the Obama administration.16 Greenland
is also of interest, especially to China, which seeks concessions for iron ore mining as
well as rare earth metals.17
Russia, perhaps, has been the most explicit in its policy – while it does not deny
climate change, it will not sacrifice its national economic interests under pressure
from outside forces to align its energy policy with the requirements of the Paris
climate accord.18 This also would appear to be the policy of the United States, as it
refused to sign the Arctic Council summit declaration due to the included reference
to climate change. This is not to say that these are unique policies; all states that have
indirect or direct interests in the economic development of the Arctic place their
national interests first.
It is fair to say that over the coming years, the question of whether Arctic gas and oil
exploration and exploitation will increase has been decided, irrespective of whether the
further use of fossil fuels over the coming decades will increase the likelihood of a rise
in the global temperatures of over 1.5°C. To the extent that exploiting these resources is
successful, it will be a measure of our failure to limit climate change. If this is the future,
then adaptation is already a pressing issue.

SHIPPING
Much publicity has been given to the prospect that with the Arctic ice melting quickly,
Arctic seas will become international much-used shipping routes. Russia is heavily
invested in such a future.19 Passage from China to Europe along Russia’s northern route
could be cut 10 days or more from the journey, depending on local circumstances.
By 2040, ice free days could average over 150, compared to just a third of that today.
However, it is unlikely that this northern route to Europe will challenge the route that
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currently runs through the Suez Canal. Over the last few years, tonnage along this
route has averaged about 20 million tons, with Russia looking to raise this to 80 million
tons.20 When compared with the tonnage through the Suez Canal, averaging a billion
tons a year (or about 17,000 ships),21 it is unlikely that Russian hopes to make this
route a large commercial success will come to fruition – and when the Arctic is ice free
by 2040 or so, it will be possible to transit across the North Pole, skirting the northern
route entirely.22

SECURITY ISSUES
There is general agreement among the Arctic states (and more broadly) that the Arctic
has been a “zone of low tension” and that all interested parties would wish to have this to
continue.23 However, there is also potential for increased tensions, including potential
military incidents. With the melting of the Arctic ice-sheet and its likely complete
collapse by the mid-century, the Arctic seas look to become strategic waterways that
will be drawn into great power competition, as a result of resource extraction, open
navigation claims, and the military stand-off between the West and Russia.
Military security issues have not been part of the Arctic agenda since the creation of the
Arctic Council, which expressly precludes hard security as part of its remit. One must
look hard to find an Arctic forum where such issues can be discussed openly within the
context of ensuring that potential military incidents do not occur inadvertently or by
miscalculation.24
The “militarization” of the Arctic has become a topic of increasing interest to those
studying the region’s development. Militarization, if defined as a heavy buildup
of military assets, is perhaps too strong a characterization of the actual situation
when considering what most Arctic states have done in this field. While most have
increased their military presence, the scale has not been at a level that could be called
militarization. The exception, perhaps, is Russia, which, though starting at a low point
since the end of the Cold War, has substantially increased its military presence in the
Arctic with a full spectrum of military assets, including naval, air and ground forces.
It is re-establishing military bases and airfields along Russia’s stretch of the Arctic
from the Barents Sea to the Bering Strait, ostensibly for civilian purposes in response
to increased shipping traffic, both commercial and non-commercial. These bases have
a dual-use capability and are ready for a wide range of contingencies, not excluding
military functions. By all appearances, Russia wants to have military dominance in
Arctic waters, ensuring that navigation is conducted under Russian rules. Thus, all
shipping traffic is subject to advance notification of passage through Russia’s territorial
waters and its exclusive economic zone, Russian icebreakers accompany all ships, and
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bulk carriers have Russian registration.25 Such conditions are the subject of contentious
claims under UNCLOS, with the United States being the most vocal in challenging
such restrictions.
The Barents Sea and the Kola Peninsula constitute the part of the Arctic that is of
utmost strategic importance to Russia. From its naval bases in the peninsula, Russia
has unencumbered access to the North Sea and the Atlantic (compared to more
limited access from the Baltic and Black Seas). It is, in short, a naval bastion, out of
which Russian conventional and nuclear submarines can enter the North Atlantic –
and which, therefore, is heavily defended by sea, air and ground forces. Evidence
indicates that Russian submarines now regularly enter the Atlantic through the
Greenland–Iceland–UK gap. These would constitute a threat to Atlantic shipping,
particularly during a European crisis, as reinforcements from North America would
be vulnerable to attack. Moreover, Atlantic cables would likely be targets, cutting off
communication between Europe and North America. This threat has received strategic
attention from the United States, which has reactivated its Second Fleet as a response
to this potential threat.
Russia’s “snap drills” in the Arctic – and even a mock offensive air operation against
Norwegian military assets – has raised security tensions.26 Nevertheless, it has been
observed that a military conflict is not likely to be precipitated in the High North:
instead, it would arise further south, possibly in the Baltic region,27 but it could
quickly migrate north due to NATO’s Article 5 commitments. Uncertainty about
Russia’s intentions raises the prospect of different scenarios being played out, each
of which require situational awareness, planning and coordination among the likely
countries that could be drawn into the conflict. Some evidence for the potential
interconnectedness of the Arctic and Baltic theaters of operations comes from the 2019
Baltops NATO military exercise in the Baltic Sea, in which staff of the US Second Fleet
joined the operation.28
Given the broad security risks that could arise in the Arctic as economic and
geopolitical contestation increases, the question is whether there is a need for a forum
on the Arctic where security issues could be discussed without antagonizing Russia in
order to maintain as much as possible a zone of low tension in the Arctic. Clearly there
is a place for such a discussion in NATO, but, perhaps more importantly, there is also
a need for a wide-ranging discussion on all aspects of security with Russia. It has been
suggested that the Arctic Security Forces Roundtable, a forum in which Russia is a
member, could take on this role, although not active since 2013.29
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THE LATVIAN PERSPECTIVE
Latvian Prime Minister Kariņš at the informal European Council summit in Sibiu,
Romania in May committed Latvia to being a leader in climate change policy
developments within the European Union. 30 If implemented, this would mean that
Latvia would go from being largely politically passive on the issue to being more active.
Certainly, climate change has had an impact on Latvia, though for now it has been a
relatively moderate one. 31
In this author’s view, the prime minister’s push for a stronger advocacy role for Latvia
should also include greater interest in Arctic developments, which would be in line
with observations made by Foreign Minister Rinkēvičs last year. Latvia should be an
active participant in discussions within EU formats, as well as within NATO and other
forums that touch on environmental, economic and security issues as outlined above.
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ENERGY:
LOCAL CHALLENGES
IN THE REGIONAL CONTEXT
Reinis Āboltiņš
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This may sound unusual, but the energy sector resembles the education sector:
development and changes must be planned in the long-term and promptly, and since
the changes occur comparatively slowly, they must be implemented in a gradual
and thoughtful manner to enable that the user of the service adapts (in the event of
education – pupils and students, in the event of energy sector – energy producers,
traders, consumers).
The author of this review wrote in his forecasts for 2019 that 2019 would be a tedious
follow-up to the action that had begun. Of course, this is not because nothing would
happen in the industry, but because the development would be relatively predictable –
infrastructure projects will be completed, continued and launched, and the regulatory
environment will be further developed, creating the conditions for the efficient
functioning of the single energy market. It was predicted that in 2019 the foundations
for a new support system for energy production could be laid, involving a lively debate
over the most appropriate forms of support in the process, be it with higher stability and
guarantee levels or more market-based.
It can be said that the predictions of 2019 as a year of continuation and refinement of
the projects aimed towards the goals set in the following years have generally come true.
Although, perhaps in a slightly boring mood, it is worth looking back and recalling the
domestic and foreign developments that have shaped the environment of the energy
sector development that occurred to date and will continue in the years to come.
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DOMINANT TOPICS
The predictions made in 2018 have been partially fulfilled, since the development
of several important issues has taken a slightly different angle than projected. For
instance, the discussion on the new type of support system for energy production by
using renewable energy sources (RES) did not appear on the agenda. Similar changes
have occurred regarding the natural gas market debate – the failure of the three Baltic
States to reach an agreement on a single natural gas market in the Baltic States has
contributed to the work already undertaken on developing a single Latvian, Estonian,
and Finnish natural gas market, leaving Lithuania outside the new cooperation
project.
However, the debate over the Mandatory Procurement Component (MPC)
continued, albeit less intensely and involving less populism compared to in 2018,
which was the year of parliamentary election. The politically sensitive fight against
MPC became more down-to-earth and assumed more productive, legal footing, since
involvement of investigative authorities in detecting actual non-compliance with the
law and the subsequent withdrawal of MPC payment entitlements for many MPC
beneficiaries.
The discussion of MPC still retained the aura of “too expensive energy”; however, it
was redirected towards the investigation and punishing of violations of MPC payment
beneficiaries. The abolition of the MPC has also retained its thematic relevance,
maintaining the consumer misleading discourse that electricity is expensive and that it
is so expensive because of the MPC: neither of the two statements passes criticism. In
public speaking, the backers of expensive electricity continued to confuse, deliberately
or unknowingly, concepts of electricity price and the cost of electricity. There is
a market price on electricity or a fixed price per kWh set by the electricity trader.
However, the price of electricity is only one of the components of the payment or bill
for consumed electricity, since the total amount of the bill also includes transmission
and distribution fees, MPC for combined heat and power generation, MPC for RES,
payment for connection power and value added tax (VAT).
The discussion of OIK should also be assessed in the context of the efficient functioning
of the free electricity market: while legal entities have been actively enjoying the
benefits of the free electricity market for more than 10 years, only about one percent of
consumers in the household sector use the same advantages. Even five years after the
market was opened up, most consumers still have not changed their electricity trader
and the product offered by their trader, thus considerably overpaying for their electricity
for five years.
This situation points to drawbacks that prevent consumers from fully and effectively
exploiting the opportunities offered by the free market, which fails to comply with the
principle included and emphasized in the strategies of the European Union for the last
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10 years, which places consumer interest first – the right and actual capacity of choosing
service provider and the product, the right to receive detailed information on the costs
of energy service. In Latvia, politicians keep referring to administrative or political price
regulation in their communication with the public, rather than providing objective
information, urging consumers to use their rights and encouraging consumers to make
responsible choices.
Given the temptation to set electricity prices in an administrative and political
way, energy consumers are not motivated to assume responsible attitude towards
energy efficiency. Investing in energy efficient consumption or changing your energy
consumption habits at no cost has proven and continues to be more complicated than
trying to politically ensure that electricity becomes less expensive. The paradox is
that consumers could improve their own energy security by changing their energy
consumption habits and assessing the share of the price of electricity in the electricity
bill – along with other components of the bill.
Several energy sector activities related to energy security continued to develop in
2019. Two infrastructure projects are directly related to security of energy supply: one
of the most ambitious projects of the last decade – Kurzeme Ring – was completed by
establishing a 330 kV overhead power line covering the Kurzeme region and connecting
Zemgale, Kurzeme, and Riga. Another project significant for the security of energy
supply in Latvia was launched – the third 330 kV overhead power line interconnection
with Estonia. The construction of this interconnection, which both Latvia and
Estonia are interested in, will help to reduce transmission bottlenecks of electricity
flow between Latvia and Estonia, creating additional capacity for the transmission
of electricity from Estonia for use in Latvia and transit further on to Lithuania, where
there is a significant electricity shortage due to insufficient generating capacity.

FRAMEWORK OF THE EUROPEAN ENERGY UNION
It is worth looking back at 2019 and to look into 2020 through the five dimensions of the
European Energy Union (EEU)1, as this provides a comprehensive picture of the overall
situation of the sector in a broader context than just national. For the sake of improving
the perception, the situation in each of the five dimensions of the EEU is considered in
terms of factors contributing to and hindering the achievement of the objectives of the
EEU.
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Energy security, solidarity, and trust
Contributing factors
Latvia’s energy dependency is higher than the EU average, as it imports a large part of
its primary energy resources. Latvia also imports a significant amount of electricity,
but this is mainly due to two reasons: either it is not possible to produce all the
necessary electricity locally in Latvia, or it is economically more profitable to import
electricity than to produce it ourselves. Latvia is interested in improving its energy
security, including by developing cooperation with its partners in the Baltic Sea
region.
The co-financing of EU funds has enabled improvements in the energy infrastructure.
The Kurzeme Ring project (replacement of 110 kV lines with 330 kV lines) has been
completed, thus strengthening the power supply in the western part of Latvia.
The energy security of Latvia can also be seen in a regional context. Energy
infrastructure projects in the neighbouring countries have improved not only their own
energy security, but also the energy security of the three Baltic States as a whole. Estonia
has been operating the Estlink 2 submarine high-voltage DC cable since 20142 , which
connects Estonia to Finland and, together with the Estlink 1 submarine cable, ensures
efficient electricity exchange and trade between Scandinavia and Estonia -- and further
on, with Latvia and Lithuania. Meanwhile Lithuania since 2016 has had NordBalt
interconnection3 with Sweden (Nord Pool electricity exchange SE4 pricing area),
which enables Lithuania to cover electricity deficit in the country, thus reducing the
electricity exchange price in Lithuania, as well as in Latvia. Lithuania is also connected
to the Polish power electricity system by means of the high-voltage overhead power line
LitPol Link 4, both providing an opportunity for electricity exchange between the two
neighbouring countries and serving as a basis for the project of synchronisation of the
Baltic States with the electricity systems of Continental Europe.
Energy security in the region was also enhanced by the launch of the Klaipeda
LNG Terminal at the end of 2014, providing alternative natural gas supply options
for consumers in the Baltic States and an opportunity for the creation of a dynamic
natural gas market. In the context of the Regulation Concerning Measures to
Safeguard the Security of Gas Supply5, which entered into force in November 2017,
it can be noted that the Latvian government is in favour of greater transparency of
information and transaction terms and conditions and evaluation of terms and
conditions prior to the conclusion of transactions. In 2017, the Liberalisation of the
gas market in Latvia introduced a conditional two-year start-up phase for all gas
market participants – suppliers, traders, single transmission, and storage system
operator (Conexus Baltic Grid), distribution system operator (Gaso) and, of course,
commercial and household consumers. With the opening of the market in Latvia,
the work on the creation of a unified gas market of Latvia, Estonia, and Finland has
199

started rapidly. This process is enhanced by the Balticconnector gas interconnection
project between Estonia and Finland. The pipeline linking the gas transmission
infrastructure of the Baltic States and Finland was opened in December 20196, and
its launch is considered to be an important step in strengthening the gas supply in the
region.

Disturbing factors
The introduction of certain aspects of energy policy that contribute to the
strengthening of energy security has been and continues to be slow and lacks political
support. Poor progress and multiple barriers to the improvement of energy efficiency,
as well as the inability of the responsible authorities to make strategic decisions on the
use and future development of renewable energy sources, are probably the most obvious
examples of obstacles to achieving the first dimension targets of the EEU.

Fully integrated European energy market
Contributing factors
Latvia is a small energy market and its major energy producers are relatively small
players in the European energy market. Latvia is a member of the Nordic-Baltic
electricity exchange Nord Pool with its own pricing zone and is, thus, integrated into
the broader regional Baltic Sea electricity market, where the advantages of trading
and competitive pricing can be used. The liberalization of the electricity market in
Latvia began in 2007, extending the free market conditions first to large commercial
consumers, then gradually involving other commercial consumers and, finally, in 2015,
the households. The electricity market as a whole is functioning well and can serve as
a replicable sample for the development of the gas market as well. In the first two years
after the opening of the gas market, the new situation has been particularly actively used
by the large gas consumers, mainly energy companies using natural gas for CHP or heat
production only at their boiler houses that supply heat and hot water to final customers
that are connected to centralised heating systems.
The electricity transmission system of the Baltic States, including Latvia, is well
interconnected with other countries in the region by means of EstLink 1, EstLink 2 and
NordBalt submarine DC power cables and LitPol Link overhead high voltage AC line.
Klaipeda LNG Terminal provides alternative or additional natural gas supply options.
The Estonia-Finland interconnection Balticconnector has been launched, and work on
the implementation of the GIPL pipeline7 project linking the Lithuanian and Polish gas
transmission systems has begun. The cost of constructing the GIPL pipeline on Polish
territory is also partly borne by all three Baltic States, which are directly interested
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in its construction and operation. Once all of these interconnectors have started to
operate effectively, Latvia, as part of the Baltic region, will be better integrated into the
single gas market of the European Union. The main beneficiaries will be the consumers
in the Baltic States, who will have better options in choosing and changing their gas
supplier.

Disturbing factors
If, in the middle of 2019, the tariffs for the use of the transmission system of the
Latvian gas transmission system operator Conexus Baltic Grid could be considered as
a hindrance to the functioning of the single market, then in November these tariffs,
after long and intensive consultations with other gas transmission system operators of
the region and public utilities regulators, were approved, ensuring that from 1 January
2020 the launch of the operation of a unified Latvian, Estonian, and Finnish gas market
with a single tariff area and no entry-exit points at the borders of these countries will be
possible.8

Energy efficiency promoting consumption management
Contributing factors
Latvia has poor energy efficiency indicators, as the specific energy consumption within
the buildings exceeds 210 kWh/m 2 per year. This situation points to a significant
potential for energy savings by reducing consumption. Better energy efficiency can be
achieved by deep renovation of residential buildings or, at least, by insulation of urban
apartment buildings. Currently, only about 5% of residential buildings have undergone
insulation or renovation. The energy efficiency market value is estimated at more than
EUR 6 billion, which, ideally, should be offset by energy efficiency measures over the
next ten years.

Disturbing factors
The Energy Efficiency Law was adopted in 2016. The law aims at rational use and
management of energy resources to promote sustainable economic development and
limit climate change.9 The law contains regulations arising from the requirements
of the EU Energy Efficiency Directive and covers topics like energy audit, energy
management, energy efficiency measures, conditions for the development of energy
efficiency services. However, although the law was adopted and has been in force for
several years, energy efficiency measures in the household sector and industry leave
room for improvement due to sluggish implementation. There are many barriers to slow
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energy efficiency gains, and some of the key aspects of energy consumption include
lack of awareness, lack of knowledge, lack of financial resources, costly borrowing for
energy efficiency measures, administratively complex procedures, cyclical support
mechanisms, split incentives that do not enable sufficiently fast return on investments
in energy efficiency. On the side of energy suppliers or service providers, energy supply
merchants continue to be sceptical about improving end-use energy efficiency through
energy efficiency obligation schemes (EEOSs), believing that EEOSs will complicate
and increase the cost of service provision. Although programmes – for instance,
programs to support energy efficiency measures in multiple-apartment buildings –
have been introduced, the amount of funding available within these programmes is far
below the amount that would be needed to achieve a broad and comprehensive energy
efficiency movement.10

Economic decarbonisation
Contributing factors
Latvia has a limited range of natural resources -- it does not have its own fossil energy
resources, while peat, which is abundant in Latvia and which, with a little effort, is
classified as a long-term renewable resource, is hardly used at all. However, there is a
wide range of renewable resources available in Latvia: different types of biomass can
be used to produce heat and electricity. Boiler houses and low-capacity combined heat
and power plants use mainly wood biomass, while agricultural biomass is mainly used
primarily by biogas power plants. With a sustainable RES support system, the use of
other types of renewable resources has the potential to grow, thus reducing the need to
import fossil fuels for power generation.

Disturbing factors
The government considers that Latvia has an overall good share of gross final
consumption (GFC) of renewable energy, which is the third highest in the EU after
Sweden and Finland and slightly better than Austria and Denmark, which have
the fourth and fifth best figures in the EU, respectively.11 The high share of RES in
GFC makes the progress of Latvia in increasing its share of RES comparatively more
complicated compared to those EU Member States that have significantly lower RES in
GFC.
The situation with energy efficiency measures and CO2 emissions is similar: there is
disagreement between different sectors of the economy as to which sector produces
less or more CO2 emissions. The non-ETS sector, which includes agriculture (including
forestry) and transport, produces more CO2 than the ETS sector. Energy producers
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consider this situation to be unfair. They would like the biggest polluters to also reduce
their CO2 emissions.

Research, innovation, and competitiveness
Contributing factors
On a global scale, Latvia may not be a leader in energy research, but it has all the
opportunities and potential to become such by successfully and efficiently using EU
funds (such as Horizon 2020) for research and innovation. The availability of EU
funding for the research and development projects of energy solutions is one of the
driving forces for the wider integration of RES and smart technologies, as well as highly
efficient energy efficiency solutions into future energy sector development. Scientists
and practitioners of the energy sector are also well aware of the role of research and
development in the broader process of the European Energy Union.

Disturbing factors
The government lacks the political will or ability to see the potential benefits of
co-financing research in the energy sector. The situation is adversely affected by the
general lack of resources, including insufficient resources for the support of R&D.
Other sectors of the economy are also resource-intensive and research in the energy
sector is not considered a priority compared to public health, education, or the social
support system. In this context, the greatest risk is the inability to adequately assess the
contribution that a slightly higher support to innovation and technological development
in the energy sector can make to the economy as a whole.

ABILITY TO CONTRIBUTE TO THE FURTHER
DEVELOPMENT OF EEU
At the political level, Latvia has always expressed its support for the EEU, whatever may
be the impact of such support on policy-making that arises from the main objectives
of the EEU. Further support for the objectives of the EEU could remain subject to
restrictions linked to the amendments of existing or adoption of new EU legislation. The
principle of subsidiarity could prove particularly sensitive to both Latvia and other EU
Member States, creating the feeling that the new energy and climate initiatives of the
European Commission are over-affecting the sovereign right of the countries to make
decisions on their energy portfolio.
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Latvia has to date supported European Commission initiatives aimed at better
co-ordination of co-operation and improved solidarity between EU Member States.
An example of this is the debate over the provisions of the Regulation Concerning
Measures to Safeguard the Security of Gas Supply, which allow the evaluation of
the agreements of member states on gas supply concluded with third countries. This
support provided by Latvia has been understandable, seeing the benefits of being a
small player – EC support can be useful in negotiating long-term supplies with potential
energy suppliers.
Latvia is one of the players at EU Council meetings and cooperates with countries
that have a similar attitude, similar problems, and similar approaches to problem
solving. Usually the three Baltic States co-ordinate their positions on issues of
regional importance. Latvia is likely to pursue a policy of reciprocity in the energy
sector as part of the debate on the future development of the EEU. In the context
of regional co-operation, the different opinions of Latvia and Lithuania on the use
of electricity produced by the Astravyets NPP in Belarus were outlined in 2019,
with official Lithuania emphasizing the insecurity of the project12 and actively
seeking to encourage a negative attitude towards the project from Latvia, while
Latvian government to date has had neutral stance on the issue, probably, taking
into account the strategic importance of rail freight transport from Belarus for the
loading of Latvian ports with transit cargo and the contribution of freight transit to
the turnover of the transport sector and its share in the gross domestic product of
Latvia.

A RENEWED VISION OF ENERGY AND CLIMATE POLICY:
EUROPEAN GREEN DEAL
On 11 December 2019, the European Commission unveiled a new political
commitment – the European Green Deal (EGD) – with an even greater commitment
to further development of a climate-neutral economy in the EU through increased use
of renewable resources, higher energy efficiency and lower greenhouse gas emissions
across all sectors of the economy. The European Green Deal builds on the energy,
environmental, and climate principles that are already familiar to the citizens of the
European Union, and which have so far been embedded in several long-term strategies,
including the European Energy Union strategy. The EGD further emphasizes the
need for real action, translating political commitments into legal commitments -- the
EC intends to come forward with a proposal for a European Climate Law that will, in
the opinion of the EC, become a decisive incentive for investment in carbon neutral
development and include energy production, building energy efficiency, innovation in
industry, and greener mobility in the transport sector.13
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NATIONAL ENERGY AND CLIMATE PLAN
It must be mentioned that the agenda of 2019 included the finalization of the National
Energy and Climate Plan (NECP)14, which includes targets of greenhouse gas emission
reduction that will shape future priorities in the energy sector, including the use of
individual energy resources, and facilitate the transition to more extensive use of new
and more efficient technologies in the economy. Although a revised version of the
NECP was due to be submitted to the European Commission by the end of 2019, the
work on setting more ambitious targets and defining appropriate policy instruments is
expected to continue in 2020. Adjustments to the objectives of NECP and the range of
policy instruments outlined could be brought about by the new EC legislative initiatives
in the area of energy and climate to be evaluated in the context of the new EC Green
Paper published by the new EC.

FORECASTS FOR 2020
In 2020, the commenced works will be continued in Latvia: the construction of the
third 330 kV electricity interconnection with Estonia, the unified Latvian, Estonian,
and Finnish gas market, and the regulation thereof will face their first challenges. In
the context of gas market development, the commencement of the active construction
phase of the GIPL pipeline must be mentioned. The electricity transmission system
operators of the Baltic States will continue preparations for the synchronisation of the
Baltic Electricity System with the electricity transmission system of Continental Europe
via LitPol overhead interconnection. It will also be interesting to see the solution that
the largest power producer of Estonia will find in its efforts to reduce the impact of
relatively high CO2 prices on production and electricity prices – whether it will be done
by significantly changing its electricity generation technologies or by higher reliance on
electricity imports from Finland and Latvia. Finally, it is to be hoped that a very large
number of electricity users in Latvia, who, five years after the opening of the market to
free competition, still have not made their choice and continue to wait for politically
regulated electricity prices, will wake up from their lethargic sleep.
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PUBLIC DIPLOMACY
AT A CROSSROADS OF PRIORITIES
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It was nearly 17 years ago, mid-day on Sunday, 26 January 2003, that US Secretary
of State Colin Powell addressed the participants of the World Economic Forum in
Davos, Switzerland. Among the listeners was Joseph Nye Jr – a political scientist,
dean of Harvard University’s Kennedy School of Government, an employee of
Bill Clinton’s administration, and the founder of the concept of “soft power”. He
followed with interest a discussion initiated by the former Archbishop of Canterbury,
George Carey, asking the US Secretary of State why the US seemed to focus mainly
on using military power rather than on “soft power” in their global policy. Powell’s
response was politically correct, pointing out that military force was necessary to
win the Second World War, but the dominance of the US in the world started not
by winning the war, but through the Marshall Plan.1 Six years later, in his book Soft
Power: The Means to Success in World Politics, which accurately described the breadth
of soft power, Nye quoted former Speaker of the US House of Representatives NewtGingrich: “The real key is not how many enemies do I kill, the real key is how many
allies do I grow”.
Peace and prosperity plays a key role in the diversity of different values and cultures
of the world. “The existence of peace islands [in the Western world] is proof of the
increasing significance of soft power, where common values and an understanding of
acceptable behaviour between democratic states are predominant.” Public diplomacy is
an important tool in the arsenal of soft power. In order to generate soft power, public
diplomacy requires an understanding of the roles of credibility, self-criticism and civil
society.2 Soft power is an important tool in forming a national image, which indirectly
promotes and helps implement a state’s interests in the international arena.
Gaining allies in international politics is not much different from gaining friends in
one’s community, regardless of whether it’s the street on which you live, your village,
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your city, your country or the wider world. The scale depends on the playing field. Public
diplomacy is undoubtedly the central instrument for shaping an appealing national
image in international politics.

FESTIVITIES AS PART OF LATVIA’S CENTENARY
The year 2018 was arguably the most productive year from the point of view of resources
for public diplomacy: the centenary public diplomacy programme of the Foreign
Service and the resources allocated thereto reached a peak at the time. Understandably,
during Latvia’s anniversary year, a great number of activities were planned and carried
out within the Foreign Service. In the Ministry of Foreign Affairs’ public report
for 2018, in the section “Implementation of the State Centenary Public Diplomacy
Programme”, it states:
As part of the programme in 2018, 340 projects were implemented in 39 countries, and
informative materials and translations thereof into English, German, French, Russian,
Arabic and Korean were ensured.
In support of the sustainability of the projects of the centenary state programmes of
other institutions, mobile exhibitions from the Latvian National Museum of History
and 65 Latvian museums were created jointly in English, German, French, Georgian,
Hungarian and Czech, as well as mobile exhibition billboards and interactive virtual
exhibition formats. Public diplomacy support was provided for the translation and
subtitling of centenary films. The culmination of the celebrations of the centenary of
Latvia’s statehood was the state centenary celebration programme of the Ministry of
Foreign Affairs and the communication thereof, coordinating the state centenary events
organized not only by diplomatic missions but also honorary consuls and diaspora
organizations worldwide. On 15 November 2018, a monument to the first Latvian
Minister for Foreign Affairs and distinguished statesman Zigfrids Anna Meierovics was
unveiled in Tukums, in honour of Latvia’s centenary. 3
State Secretary of the Ministry of Foreign Affairs Andris Pelšs recounted: “Looking
back on 2018, it was a special year for the Latvian state and its inhabitants, as the first
100 years of the state were honoured. This historical event was reflected during the
year in both visits by high-level foreign guests to Latvia and the centenary celebrations
that took place abroad, heralding that Latvians are an ancient nation and a new nation,
that Latvia is a state with rich cultural heritage, an innovative, creative spirit and
distinguished personalities.”4
The official period of execution of the centenary public diplomacy programme of the
state of Latvia runs from 2017 to 2021 (inclusive), and the state budget resources at the
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disposal of the Ministry of Foreign Affairs have been allocated accordingly, anticipating
the largest number of events to have occurred in 2018, when 300 events were planned.
Moreover, a year before the centenary year of Latvia – in 2017 – a total of 51 events were
implemented, and 70 events each have occurred or are planned in both 2019 and 2020.
To complete the cycle, 90 public diplomacy measures are planned for 2021. 5

Table 1. Explanation regarding the request for funds from the state basic budget of
the Ministry of Foreign Affairs for the medium-term, covering the policy and resource
management cards, 1. Planning and implementation of Latvia’s foreign policy, the
most representative performance indicators.
Gads

Number of projects per year of Latvia’s centenary public
diplomacy programme

2017 (implemented)

51

2018 (planned)

300

2019 (project)

70

2020 (forecast)

70

2021 (forecast)

90

PUBLIC DIPLOMACY IN THE CONTEXT OF LATVIA’S FOREIGN
AND SECURITY POLICY IN 2019
Edgars Rinkēvičs has been the minister for foreign affairs of the Republic of Latvia
since 2011, and he is already the longest-serving foreign minister in the lifetime of the
independent state of Latvia.
“Today’s world is not the fairy tale world of our great writer, Kārlis Skalbe, where peace
and happiness are at the edge of Peace and Modesty and everyone has their spoon
inserted into the sky,” were Rinkēvičs’s opening words at the Saeima foreign policy
debate on 24 January 2019. The minister of foreign affairs listed the following as being
Latvia’s foreign policy priorities for 2019: 1) concern for the welfare and external
security of Latvian citizens; 2) a unified and secure European Union following the
departure of the United Kingdom, based on the format of cooperation between the
Baltic States and the Nordic countries; 3) strengthening transatlantic relations through
NATO and the US and Canada bilaterally; 4) promoting export opportunities and
market acquisition on the part of Latvian companies and attracting foreign investment
5) strengthening links with Latvian nationals abroad.6
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However, the theme of Latvia’s image and public diplomacy was not expressed directly
in the minister’s report. In response to the minister’s speech during the Saeima foreign
policy debates, the Speaker of the Saeima Ināra Mūrniece, among other things,
mentioned: “2018 was the year of Latvia’s centenary. During the Song and Dance
Festival last year we felt proud, seeing the many Latvian choirs and dance groups
from all over the world. Thirty-seven countries celebrated the centenary of our state”,
thus briefly referring to the public diplomacy elements of Latvia’s foreign policy in her
speech.
In her response, Saeima Deputy Linda Ozola (NCP), on behalf of her faction, clearly
indicated that “in this report there is no mention of Latvia’s image”, going on to
say: “I am pleased to read the paragraph in the government declaration that we will
improve the targeted activities of Latvian state institutions in ensuring the positive
international visibility of the country, using the capabilities and resources of all state
institutions, including diplomatic and consular services, to achieve this goal. We have
had discussions in the Foreign Affairs Committee about the importance of the ability of
Latvian institutions and the Latvian Investment and Development Agency to cooperate
and that this issue should be analysed in more detail.”
In total, 29 parliamentarians spoke during the Saeima foreign policy debate, and apart
from the abovementioned no-one else touched upon the theme of Latvia’s image and
public diplomacy. It should be noted that the speakers included both Prime Minister
Krišjānis Kariņš and the heads of the Saeima Foreign Affairs and European Affairs
Committees, in whose speeches the importance of public diplomacy in Latvia’s foreign
policy also remained insignificant.
Whether or not the positive growth of the country’s overall image and public diplomacy
should be defined in foreign policy documents and official speeches by the highest
officials is a separate issue. Maybe it isn’t necessary, as work in this direction is taking
place, which will be addressed later.
However, if looking at, for example, the Estonian Foreign Ministry’s website, a separate
section defines the priorities of Estonia’s foreign affairs. There are five, of which the
fourth is “Estonia’s influence and good reputation”.7 In turn, Lithuania’s Minister
for Foreign Affairs Linas Linkevičius, speaking at the start of the year to the foreign
ambassadors accredited to Lithuania,8 refers to Lithuania’s diplomatic activities that
aim to come closer to other regions and continents, for example by organizing events
such as African Days, Latin American Days and Arab Cultural Days, which have been
seen as major successes on the country’s foreign policy agenda.
One of our country’s officially defined foreign policy priorities is membership in the
Eastern Partnership programme, which is undoubtedly in line with the canons of public
diplomacy. As stated in the minister of foreign affairs’ annual report on achievements
and anticipated action in state foreign policy and European Union matters: “As one of
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the main priorities on Latvia’s foreign policy agenda, the European Neighbourhood
Policy will be maintained, including cooperation in the format of the Eastern
Partnership”, with emphasis on the EU’s overall policy and on Latvia’s obligation to
contribute as an EU member state to strengthening democracy and standards of the rule
of law.
On 8 April 2019, Minister for Foreign Affairs Rinkēvičs, speaking at the EU Foreign
Affairs Council in Luxembourg and discussing the agenda item on the objectives of
the Eastern Partnership policy, stressed9 that the Eastern Partnership policy should
continue to be maintained as a priority of EU foreign policy with adequate financial
support, and therefore a strategic approach is needed to achieve Eastern Partnership
policy objectives in the future. Rinkēvičs confirmed to EU foreign ministers that the
Eastern Partnership policy is one of Latvia’s foreign policy priorities, and in Latvia’s
opinion it needs to focus on deepening cooperation in the fields of trade, energy,
contact-building, and digital and telecommunications after 2020, as well as continuing
to support reform and anti-corruption measures in Ukraine.

FROM SPEECHES TO ACTIONS
Returning to the abovementioned Eastern Partnership, according to a Cabinet of
Ministers (CM) statement, on 3 April 2019 the CM approved the Development
Cooperation Policy Plan for 2019, allocating it a total of 463,813 euros, of which
approximately half is intended for a grant project tender for implementing
development cooperation projects in the priority countries of the EU Eastern
Partnership and Central Asia, as well as for a co-financing tender for civil society
organization projects.10
Thus, on 22 March 2019 a conference took place titled “The 10 years of Eastern
Partnership: what happened and what lies ahead?”, dedicated to marking 10 years of
existence for the Eastern Partnership, organized by the Ministry of Foreign Affairs of
Latvia and the Romanian Embassy.11 On 8 April, the spring semester opened for the
Riga Graduate School of Law’s Programmes in European Law and Economics for the
European Neighbourhood Policy, Central Asia and Western Balkan countries, in which
32 representatives of public administration, civil society and academic circles from
Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Tajikistan, Ukraine
and Uzbekistan were educated in Latvia for three months.12 These are both undoubtedly
considered to be important events in the framework of public diplomacy. In total,
according to the CM-approved plan, 61 events were planned in 2019.13
What other activities have been carried out during the last year in the framework of
Latvia’s centenary public diplomacy programme?
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Examining the calendar of the Latvian state’s centenary public diplomacy programmes14
abroad, formed by the Ministry of Foreign Affairs but part of the Culture Ministry’s
“Plan of Events for the Latvian State Centenary 2017–2021”, almost 100 events have
been planned covering cultural, artistic, scientific, social development, and other topics.
It is worth mentioning the exhibition “Latvia’s centenary”, which is taking place in three
cities in Germany, Croatian capital Zagreb, and Dublin Castle, Ireland. The exhibition
is an excerpt of an exhibition with the same name at the National History Museum
of Latvia (NHML). “Latvia’s Centenary”15 is a unique project that amalgamates the
most prominent exhibits from all of Latvia’s museums, which in combination present
historical testimonies that reflect the state’s history over the course of 100 years.
Among other exhibitions supported under the public diplomacy programme, an
exhibition and lecture cycle dedicated to Latvian architecture should be mentioned:
“Latvia. Architecture at Convergence”, which took place in 2019 in Seoul, South Korea,
but previously also appeared in a number of Japanese cities, including Tokyo, Kyoto,
Kobe, Osaka and others.
It is worth highlighting the latest achievements of Latvian film art in projects supported
by the arts industry. The film Dangerous Summer was shown on Channel 2 on Egyptian
National Television; the film Mary’s Journey was screened in Copenhagen, Denmark,
and Baku, Azerbaijan, along with meetings with its authors; while in Ottawa, Canada,
and at the Baltic and Nordic festival “Bright Nights: Baltic and Nordic Festival”, the film
Melanie’s Chronicles was screened. Abroad, the films Father Night and Homo novus were
also shown, as well as a retrospection of 20 films by the film producer Laila Pakalniņa at
the Pompidou Centre in Paris, France.
The “Baltic Way”, which was one of the main events during the recovery of the
independence of Latvia and the other two Baltic States, marked its 30th anniversary
in 2019. The “Baltic Way” commemorative events were a significant aspect of public
diplomacy in the last year. The reconstructions, conferences, exhibitions, and
documentary screenings – and the diplomatic receptions of the events – that took place
in honour of the 30th anniversary of the “Baltic Way” were organized in Warsaw, Prague,
Tallinn, Washington, Chicago, Chişinău, Paris, Vienna, Ottawa, Toronto, Athens,
Berlin, Dublin, London and Tel Aviv. Thus, commemorative events for the “Baltic Way”
in 2019 became the central set of events in Latvia’s public diplomacy, which reminded
the world about the cornerstones of history that have affected Latvia’s path, helping to
create the ideals and values that have become an integral part of our lives today.
When summing up 2019, the field of public diplomacy may be notionally divided
into two parts. The first part includes activities surrounding the Eastern Partnership
programme (or only those that describe Latvia as a donor country), through which it
is important to promote stability and the strengthening of democratic values in the
post-Soviet area by providing both intellectual and material aid for the development of
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these processes. The second part includes activities highlighting the values of culture,
art, music and history of Latvia, by supporting creative arts, state and public employees
in Latvia promoting activities abroad, or events included in the calendar of Latvia’s
centenary public diplomacy programme.

WHERE ARE YOU HEADED, LATVIA’S PUBLIC DIPLOMACY?
The task of public diplomacy is to build a positive image of the country by positioning it
in a chosen direction – by talking, storytelling and highlighting the country’s strengths
in a way that appeals to a wide variety of foreign audiences. Evidently, however, there
is first and foremost a need for a more precise positioning of the state, or a definition
of what we are, what we want to be proud of, and what both foreign elites and ordinary
people should think of us. It would be naive to imagine, of course, that this is an
easy task: attempts have been made to study, judge and determine the international
positioning of Latvia’s image at various levels of intensity at the state level for almost
entirety of the last 30 years.
This should undoubtedly continue, even if only because the world is constantly
changing, and humanity and states must be able to change along with it. Currently, one
of the most appealing summaries of Latvia’s image would appear to be that of University
of Latvia Associate Professor Daunis Auers, who bases his summary on several studies,
including Simon Anholt’s study about Latvia’s national identity16: “Latvia would be
regarded as a small state that is trying to jump into another weight category in the area
of culture and which has a large and dynamic capital, which is a northern European
transit centre and is developing as a growing innovation centre for education, ICT and
health care.”17
In terms of methods for advancing the topic, whatever the relevant project may be –
short-term or long-term – it would require three components to be implemented:
1) will; 2) resources; 3) execution. Each one must be taken in turn.
First of all, regarding the will or desire to seriously address the development of public
diplomacy in the state’s foreign policy, the lack of discussion about public diplomacy
in official speeches by Latvian politicians, as well as its minimal presence in the latest
foreign policy documents, does not contribute to the emergence of a sense of political
will.
In 2019, a study by Kristīne Komarovska conducted for her master’s thesis at the
Political Sciences Division of the University of Latvia’s Faculty of Social Sciences,
titled “The Centenary of the State of Latvia as a means of building the State image”,
concludes: “In recent years, since 2007, no major study has been carried out on what the
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state’s image is in Latvia, nor has the state’s image outside the country’s borders been
studied at the level of state policies. The activities of public diplomacy in a state defines
the priorities of the respective state’s foreign policy, but these are not rooted in the
state’s overall policy on its image – the strategic communication strategy.”18
On the other hand, Public Diplomacy Centenary Coordinator of the Ministry of
Foreign Affairs of the Republic of Latvia and Director of the Latvian Institute since
1 July 2019 Vita Timmerman-Moore expressed the view that “we [the authorities
responsible for public diplomacy] are currently in the pre-strategy period, when a
glossary should first be agreed upon with a common understanding of what is and what
is not public diplomacy.”19
All this leads to ambiguous conclusions and the assumption that there is still a lot of
room for building political will about the importance of public diplomacy.
Secondly, concerning resources, it is no secret that the allocation or exclusion of
resources is directly linked to policy priorities, which in turn are defined in basic policy
documents and approved in official speeches by the politicians and public officials that
were written about previously. Money follows what is written, and life proves that if
there is no money, there is no action.
The Latvian Institute is the smallest public administration authority in Latvia, with only
four employees and with state budget funding of 93,000 euros in 2019. As remarked by
the head of the institute, Vita Timmerman-Moore, “The LI’s budget has always had ‘a
coded deficit’, where money has been intended only for website maintenance but not
for development”. If the Saeima approved a budget increase of 69,000 euros for 2020,
“then this money will have to be invested in people”.20 It is known that state budget
funding for the Latvian Institute, which was established in 1998, has not changed since
2011, and in fact was reduced by 73% between 2009 and 2012.21 It is hoped that the
proposed reorganization of the institute into a public foundation will also bring positive
changes to the funding, and thereby create a wider window for the promotion of public
diplomacy.
Thirdly, concerning execution, the carriers of public diplomacy are always people and,
it should be acknowledged, people are the most prominent resource for Latvia’s public
diplomacy. Praise is due to the organizers of Latvia’s centenary public diplomacy
programme, as well as to every employee of Latvia’s diplomatic missions and the
diaspora representatives who have contributed to Latvia’s name being spoken around
the world.
At the same time, it is important to remember that modern public diplomacy is no
longer confined to physical events themselves, but also to the retransmission of these
events, facts, ideas and beliefs into the digital environment through social networks
such as Facebook, Twitter, Instagram, YouTube and others. Digital diplomacy is the
subject of a separate study, on which the author of this article has focussed as part of his
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academic studies, and which requires much deeper and more detailed research than the
extent of this article allows.
To summarize, on entering the third decade of the 21st century, we may wish for Latvia’s
public diplomacy to find listening ears, responsive minds and a strong will for it to take
a solid place in the state’s foreign policy priorities when deciding on funding for many
forms of public diplomacy, and for the people involved in these processes to maintain
their spark and enthusiasm as they continue to work on polishing Latvia’s name.
In conclusion, once again, we return to the concept of “soft power” examined at the
beginning of this article. Public diplomacy is an instrument of “soft power”, so another
quote from Joseph Nye is appropriate here: “Power is like the weather. Everyone
depends on it and talks about it, but few understand it. Power is also like love–easier to
experience than to define or measure. Power is the ability to influence the behaviour of
others to get the outcomes one wants. But there are several ways to affect the behaviour
of others. You can coerce them with threats; you can induce them with payments; or you
can attract and co-opt them to want what you want.”22 Public diplomacy is about the last
of these.
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