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And the Walls Come

Tumbling Down

by Samuel Rachlin
Managing Editor,
Baltic Sea Agenda

COPENHAGEN On the verge of another
monumental transformation, Europe is rap-
idly approaching a point of no return which
will see the walls coming down - again. With
the imminent expansion of the EU, walls of a
different kind will fall. Their dismantling will
be much less dramatic than 13 years ago, but
there will certainly be no lack of excitement,
anxiety, and tension. As the walls come tum-
bling down we want to make sure that we will
see new, proud and well functioning struc-

tures instead of smoking heaps of debris.

This process will affect our region with a ven-
geance. The Baltic Sea region is facing its
most critical period since the fall of the Ber-
lin Wall. Four of the region’s countries are
high on the list of candidate countries. It will
be a remarkable culmination of a process
that began in 1989. No one can claim it will
be an easy ride, but it certainly will be a jour-
ney that holds much promise and excite-

ment.

The enlargement will send ripples of anxiety
and uncertainty through the entire continent
and affect both the old and new members as
well as the countries that will remain outside
the Union. There is plenty of reason to take a
closer look at the priorities that are facing the
Baltic Sea region in order to create clarity and
understanding. It is of crucial significance
for the success of the transition that we have

precise knowledge of the issues and challen-

ges involved, so that we can maintain the
momentum that the EU expansion will crea-

te.

Seeing Both the Potential

and the Pitfalls

Despite the obvious potential and opportuni-
ty, this is a time that is fraught with risk and
pitfalls. The future and prosperity of nations
are at stake, and it will require prudence, cla-
rity, and information to ensure a safe passage
to success. For our region, this is the time to
define our common interests and agree on
the strategic goals that will help us with es-
tablishing the region as a new growth centre
and as a magnet for capital and talent. This
may sound as a tall order, but according to
our authors, it is not over-ambitious or pre-
tentious, but grounded in the realities of the
human and natural resources this region has

to offer.

That's the agenda of the current issue of Balt-
ic Sea Agenda. In the previous issue, we fo-
cused on one single question, Kaliningrad in
light of the EU expansion. This time we take
a much broader view, ranging from democra-
cy and participation to environment and in-
frastructure. Our authors all seem to agree
that there is definitely no reason to hide the
light of this region under a bushel, but they
also point out that there are plenty of chal-
lenges that need instant attention if we want
to secure the position of the region as one of

the leaders in the new Europe.

Aleksander Kwasniewski, Poland’s Presi-
dent, does not hesitate to say that the "region
is emanating social stability, progress of

democracy and growth of civil societies ... It

—
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sets for the others a successful example of the
policy of openness and joint, effective soluti-
on of many international problems.”

This is a common theme in the contributions
of this issue, but as President Kwasniewski
points out we must do our outmost to capture
the momentum and establish ourselves as le-
aders in a highly competitive environment.
”...we cannot rest on our laurels,” warns Uffe
Ellemann-Jensen, Chairman of Baltic Devel-
opment Forum, in his introductory remarks.
He stresses the need for an open discussion of
the most urgent challenges facing the region
and, on the eve of the forthcoming 4th Annu-
al Summit of the Forum in Copenhagen, he
invites all the participants to join this discus-
sion and look ahead to 2005 in an effort to de-

termine the key priorities for the region.

A Strategic Agenda of

Goals And Priorities

Taking the cue from the chairman'’s five prio-
rities, our authors cover a lot of ground

in their effort to define the strengths and we-
aknesses of the region. One of the region’s
obvious resources is the human capital and
the wealth of talent in various scientific fields
as pointed out by Hans Skov Christensen, the
CEO of The Confederation of Danish Indu-
stries. He explains that this is "the first im-
portant step for future growth and prosperity
in the region.” But in order to achieve the ul-
timate results from the pool of talent, "we
need to invest much more in higher educati-
on, science and technology” and open our
borders and universities to foreign students.
We should not fear brain drain, but focus on
creating conditions that will lead to brain

gain.

The accession to the EU will, along with in-
creased political stability, open a plenitude of
opportunity for businesses in the region and
outside. Change will be in the air all over the
region and change management will become
one of the buzzwords, and one of the biggest
challenges for the business community as it is

adapting itself to the new reality.

Marko Saaret takes a look at the experiences
of the past few years, and what is ahead for the
region’s entrepreneurs and investors as the
process accelerates. In his piece on democra-
cy and participation, Ole Vigant Ryborg ob-
serves how dynamic the process towards
democracy has been. The exchange and learn-
ing process is no longer a one-way street, and
in a remarkable reversal of roles, some of the
Baltic states can now teach their old teachers
in Scandinavia how to enhance democratic in-

stitutions and increase participation.

Jorgen Lindegaard, the CEO of SAS Group, fo-
cuses in his comments on the importance of
infrastructure as a crucial factor in the inten-
sifying international competition and the re-
gion's need for positioning itself with a major
strategic hub that will connect the region with

the international market on a global scale.

Dmitri Trenin, deputy director the Carnegie
Endowment's Moscow Center, sees the Baltic
Sea Region as the crucial link between Russia
and the EU. The Kaliningrad issue, in his
view, should not be looked upon as a liability,
but rather as an asset. But it will, of course,
require some flexibility from both parties.
"For Russia, modernization today is Europea-
nization” Trenin writes and points out that
the long-term result of the European transfor-
mation will be positive for Russia. The Baltic
Sea region is situated at the crux of the strate-
gic interests and political challenges. This, ac-
cording to Trenin, just might position the re-
gion as "the principal construction site for Eu-

rope's next incarnation”

There is no lack of faith and confidence in the
Baltic Sea region’s potential in positioning it-
self as an economic and political force to be
reckoned with by the new Europe. But the
message is crystal clear: there is no reason or
space for complacency or regional narcis-
sism. The only way to go is to set a clear agen-
da of strategic goals and priorities and move

ahead with determined action.
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The Baltic Sea region is positioning itself as one of the most dynamic and prosperous regi-
ons in the world. Thanks to the political will and the grand visions conceived at the begin-
ning of the new European process, much has been achieved in the past 13 years. But no one
can rest on their laurels. This is the time to take a closer look at the region'’s challenges and
options and decide where we want to see the region in the future. International investment
and business, the economic and physical environment based on sustainable development,
transportation and infrastructure, development and research, and participation and demo-
cratic institution building. These are the key issues we consider as top priorities on the re-
gional agenda and on the program of the forthcoming 4th Annual Baltic Development

Forum Summit in Copenhagen. Page 8

Due to its wealth in resources, well educated people, infrastructure and growth potential,
the Baltic Sea region is well positioned to become a model for other countries and regions.
"The northern dimension” concept opens tremendous opportunity for expanding coopera-
tion and partnership in the region. This is an opportunity not only for governments, but
also for the private sector, institutions and interest groups. Of particular interest and im-
portance is ensuring the civil security of societies by enhancing security at nuclear power
stations and in the environment as a whole, the protection of human rights and the fight

against crime and terrorism. Page 10

Highly skilled professionals in science and technology are the key for the future success of
the Baltic Sea region. EU enlargement will create a better foundation for a more educated
labour force in the Baltic Sea region. The region already has a strong position with regard
to human capital in the sciences - an important step for future growth and prosperity. Brain
drain will be inevitable, but no one should worry about this as long as the EU and the
Baltic Sea region simultaneously experience brain gain. Examples like Medicon Valley, the
cluster of biotech companies in the Copenhagen-Malmo region, shows that companies will

be attracted by regions that offer a pool of well-educated people. Page 12

The EU accession will bring wider business opportunities for all the countries of the Baltic
Sea region and it will help improve relations between west and east. The whole region is ex-
pected to develop rapidly, and the development will be highly sustainable since it is based
on a liberal business climate, an atmosphere of innovation and high technology. EU acces-
sion will improve the whole region’s image by adding political stability, which is expected
to attract investors from countries that are not active in the region today. Change manage-

ment will become one of the big challenges for companies in the region. Page 16

The Baltic Sea region has much going for it as one of the growth centres of the future. Trans-
portation and infrastructure are key requirements for success. The challenge is to act now,
and use the opportunity to consolidate the region and create the necessary infrastructure that
will establish a major hub. The location of Copenhagen Airport makes it a natural choice as
the regional hub with access to the international market. This will enhance the position of
Scandinavian and Baltic countries and ensure that they can maintain and even expand their

share of the global economy. Page 21
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Infrastructure Transport infrastructure is one of the important keys to growth and prosperity in the Baltic
Development Sea region. A main priority should be to make efficient use of the already existing transit
Towards a Baltic Sea transport infrastructure available in the region. The EU financed TINA programme, adopted
Economic Space among others by the EU member states, the candidate countries and Russia, has provided
Sven-Ole Mogensen the starting point through transport infrastructure needs assessment in the candidate coun-
Former Principal Administra- tries to enhance future integration, and ensure success by connecting people and exchan-
tor, DG Transport and Energy, ging goods. Page 23

European Commission

The View from Russia Russia stands to gain from the forthcoming EU expansion which could become a stimulating
Baltic Sea Region Opens factor for Russia’s own transformation. The Baltic Sea region will be Russia’s closest link to the
Russia's Road to Europe European Union, and this opens up opportunities for Russia as well as for the EU. Kaliningrad
Dmitri Trenin is one of the tricky issues on the political agenda between Russia and the EU. But both parties
Deputy Director, Carnegie could do something to reach a constructive solution. Moscow should turn Kaliningrad into a la-
Moscow Center boratory for EU-Russia collaboration, while Bruxelles should consider relaxation of the

Schengen regime for Russian citizens. The process would not be without pain and problems for

Russia, but in the longer term the results will be positive. Page 26
Democracy and Public Democracy and public participation are flourishing in the Baltic States. In some areas of’
Participation both public participation and transparency the Baltic states have overtaken the older Scan-
What the West Can Learn dinavian democracies. In a reversal of roles they have something to show and teach the old
from the East democracies. As small and well functioning countries there is a potential for the Baltic
Ole Vigant Ryborg states to become laboratories for improving democracy. But they also encounter problems
EU-Correspondent, Monday as they move on to the next stage - entering the EU and handling the public concerns with
Morning Weekly regard to their new European status. Page 28
Sustainable Development The Baltic Sea region has set an example for regional cooperation in sustainable develop-
A Region Takes the Lead ment by being the first to adopt goals for sustainability. Despite the good intentions, most
Olavi Tammemae countries have excelled with words, but have been short on action. Lack of funding prevents
Director, implementation of programs, although research shows that only small fractions of the
Stockholm Environmental world's military budgets are needed to move from word to action on some of the most
Institute - Tallinn urgent environmental issues. It is time to define the priorities in order to ensure the

region’s position as a leader in sustainable development. Page 33
News from Baltic Taking the cue from the implications of the EU enlargement, Baltic Development Forum
Development Forum has set the agenda for the upcoming 4th Annual Baltic Development Forum Summit in
A Busy Autumn Agenda Copenhagen, 13-15 October. From market opportunities to the challenges of a smooth in-
Ole Frijs-Madsen frastructure and public participation, this agenda will be presented to and discussed by
Director, more than 300 executives and decision makers from the public and private sectors. In con-
Baltic Development Forum junction with the summit, we will launch the Baltic Sea Research Network in order to bring

together research institutions in the region and from abroad. Page 36
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Post EU Enlargement:

Business and Political
Priorities for the Baltic

Sea Region

by Uffe Ellemann-Jensen
Chairman,
Baltic Development Forum

COPENHAGEN The Baltic Sea region has
experienced tremendous and encouraging
development during the last 13 years. The
Baltic Sea region is moving ahead towards
its aim - to become one of the most dynam-
ic and prosperous regions in the world, with
integration, partnership and mutual benefit
at the top of its regional agenda. But we can-
not rest on our laurels. We need to set new
priorities and new goals reflecting the
emerging new Europe - and the new world
order. We need to build "new bridges”

across the Baltic Sea region.

We need to set new priorities
and new goals reflecting the
emerging new Europe

I ask myself if anyone could imagine highly
sophisticated industrial countries like Swe-
den or Germany functioning as well without
an efficient transport infrastructure? Could
we now look forward to fair economic
growth in Russia, if it hadn’t been for the

Putin administration’s new trade policy,

—

aimed at effectively integrating Russia into
the world economy and international trade?
Could anyone imagine the clean beaches
and pure drinking water of Scandinavia
without this region’s stringent policy on
sustainable development? Or the high level
of female participation in Nordic public life
and business management without this re-
gion’s sophisticated educational system and

a solid, democratic tradition?

We have indeed come a long way during the
last 13 years as a consequence of political
will and grand visions. The EU enlargement
is another result of our common efforts.
The EU enlargement offers enormous bene-
fits for the candidate countries, and indeed
for Europe as a whole. At the same time it
gives us an opportunity to take a closer look
into our own neighbourhood, and ask how
we want the Baltic Sea region to develop in
the future.

This is the important challenge facing the
more than 300 leaders from business, poli-
tics and academia at the 4th Annual Baltic
Development Forum Summit in Copen-
hagen 13-15 October. We want them to look
beyond EU enlargement and offer their
views on what the Baltic Sea region, includ-
ing Russia, should look like by 2005. We
will be asking exactly how and where to use

our efforts in the years to come.
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Since our first summit in 1999, Baltic Devel-
opment Forum has through its various ac-
tivities identified five key areas, which we
think are vital to the future development of

our region:

Baltic Development Forum

has identified five key
areas, which we think are vital to the
future development of our region

- Optimal framework conditions for re-
gional and international investments and
business

- A sound economic and physical environ-
ment based on the principle of sustain-
able development

- Intelligent and regionally coordinated
transport infrastructure

- Increased investments in research and
knowledge circulation

- Active civic participation and strong

democratic institution building

The summit participants are the true driving
forces of the Baltic Sea region. And at our
4th annual summit, we ask whether this
year's participants agree that the key to the
region’s future development lies within the
areas listed above. We invite them all to take
part in an open and free discussion on how
to maintain the positive development of the

last 13 years.

—p—

In a written message to the participants at
the Summit in St. Petersburg in September
last year, President Putin said that the Baltic
Sea region can and must become the sym-
bol of constructive international partner-
ship. I agreed with the President then and I
agree now. We are on the right track, but
time has come to get our future priorities

right and set new goals for our region.

Various issues such as EU enlargement, the
EU's Northern Dimension Action Plan, the
future of Kaliningrad, biotechnology, trans-
port infrastructure, supply chain manage-
ment, research networks, etc., will be dealt
with at this year's summit. I imagine the

conclusions will be as far reaching as ever.

At our 4th annual summit, we

ask whether this year’s parti-
cipants agree that the key to the regi-
on’s future development lies within
these five areas

In this special summit issue of the Baltic Sea
Agenda, we have presented the five key
areas mentioned above to independent ob-
servers from the region to solicit their
views. I hope this publication proves to be
an interesting read, and I look forward to
seeing you at the 4th Annual Baltic Develop-
ment Forum Summit in Copenhagen this
October.

BalticSeaagenda
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Regional Opportunities

Baltic Sea Region in
Position to Lead

by Aleksander
Kwasniewski

President,

The Republic of Poland

WARSAW Cooperation in the Baltic Sea re-
gion is of unique nature, because it encom-
passes countries with different historical
experiences and different status in such im-
portant international structures as NATO
and the European Union. There are Baltic
Sea states that are members of these organi-
zations, states that aspire to this member-
ship, but also countries that today are not
applying for membership in either NATO or
the EU. This makes the Baltic Sea region a
specific laboratory for studying diversified
forms of close collaboration not only in a
new Europe, but also on a broader internati-

onal scale.

The Baltic Sea region commands a tremen-
dous, though still not fully used, potential
for cooperation. In the economic field, our
trump cards include strong industrial tradi-
tions, proximity of the markets, good infra-
structure, high educational standards and
one of the world's highest economic growth

indicators.

The Baltic Sea region com-

mands a tremendous,
though still not fully used, potential
for cooperation

In the political sphere, the Baltic Sea region
is emanating social stability, progress of

democracy and growth of civil societies

—

across its neighbourhood. It sets for the ot-
hers a successful example of the policy of
openness and joint, effective solution of

many international problems.

There are many areas that require a further
deepening of our mutual cooperation. We
are being faced with new challenges in the
economy and technology, transport and
ecology, science and education. To be able
to live up to these challenges and be succes-
sful, we should make even better use of the
possibilities afforded by the Council of the
Baltic Sea States, the European Union and
its concept of "northern dimension”, by va-
rious forms of interregional and trans-bor-
der cooperation. Not only the governments
of states, but also the cities and regions,
higher schools and companies, non-go-
vernmental organizations and the media
should ever more actively contribute to the

implementation of joint projects.

Higher Priority for Civil Security

It seems to me that cooperation within the
sphere of broadly understood civil security
should become one of the most important,
far-reaching priorities of the Baltic Sea co-
operation. For some time now, Poland has
been acting as the lead country in this area
within the Council of the Baltic Sea States. It
is an extensive and extremely forward-loo-
king area, particularly essential at a time
when the soft security determinants gain in
significance and even take precedence over

the traditional military aspects of hard secu-

rity.

The adequate security of nuclear power
plants, ecological security, joint land and

sea operations by rescue services, mutual
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The sphere of broadly under-

stood civil security should
become one of the most important,
far-reaching priorities of the Baltic
Sea co-operation

assistance in law enforcement and the pro-
tection of human rights, collaboration be-
tween police and border guard forces in
combating terrorism, organized crime and
illegal migration - these are but some of the
required and promising directions of con-
certed measures required on a regional

scale.

—p—

I am confident that apart from the short-
term gains to be made from the practical va-
lues of cooperation in these areas, our ef-
forts will in the long run also contribute to a
further strengthening of trust among the
nations of the Baltic Sea region, to perpetu-
ating stability and to a growing sense of bel-

onging to a regional community.

Our efforts will in the long

run also contribute to a
further strengthening of trust among
the nations of the Baltic Sea region

Then, we shall be able to say that the Baltic
Sea basin brings us together more closely

than it separates us.

BalticSeaagenda
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Research and Development

A Regional Dynamo for
Europe’'s Knowledge

Economy

by Hans Skov Christensen,
CEO, Dansk Industri,

The Confederation of
Danish Industries

COPENHAGEN Does the Baltic Sea region have a
future in the knowledge based economy? I would
like to start by answering this question. I believe
that the region has a large potential for becoming a
dynamo for the development of a much more com-
petitive and knowledge based European economy.
But we too have to do many things right before we

get there.

Several studies show that we are dealing with a con-

siderably unrealised business potential in this part-

icular region. But what is this potential? I suppose
some people would argue that several countries in
the Baltic Sea region currently have weak economi-
es, and therefore can hardly be seen as new tiger-
economies. As for the time being this is partly true,
but the winners of tomorrow are not necessarily the

strong regions of today.

First of all, we need to invest much more in higher
education, science and technology if we are going
to meet companies” needs for more knowledge.
This is the reason why the European Union has set
up The Barcelona Declaration, in which the goal is
to use 3% of GDP in the EU on research and devel-
opment by 2010. It is therefore admirable to see
how well the countries in the Baltic sea region are
already moving in this direction.

I will try to address the major challenges for com-

panies, universities and policy makers concerning
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/@__ Gross tertiary science enrolment ratio 1995,/1997
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higher education, science and development. To put

it very simply, companies in the Baltic Sea region

need:

- A highly skilled labour force in the field of scien-
ce and technology

- More knowledge circulation and a dynamic, mo-
bile labour force

- Networks of excellence, which can face the glo-

bal competition

Bring in The Highly Skilled

to Increase Growth

The enlargement of the EU will increase the basis
for a more skilled labour force in the region and
hence improve the growth potential. Statistics
speak their own clear language about the potential
of the region with regard to human capital. The po-
pulations in the Baltic States especially are for ex-
ample highly educated compared to other candida-
te countries or for that matter the EU1s in general.

See Figure 1.

Furthermore, itis positive to notice that the ratio of
tertiary students enrolled in science, mathematics
and engineering is high in the Baltic countries. See
Figure 2. Accordingly it seems that the countries in
the Baltic Sea region have already established a
solid foundation of scientific human capital. I beli-

eve this to be the first important step for future

growth and prosperity in the region. This is indeed
very promising regarding the fact that one of the
major problems in Europe today is young peoples”

lack of interest in science and technology.

To put this in perspective, the highly skilled labour
force in science and technology is still growing in
Asia and the United States whereas it is a major
challenge to encourage young people in the EU to

take degrees in science and technology.

Also, I see a problem in the decrease in the number
of people who actually choose a job in the R&D se-
ctor in the Baltic Sea region. I have been informed
that many talented researchers have left the scienti-
fic labour force, and are now "under-employing”
their skills in jobs which, although offering greater
security and better pay, probably do not offer the
same intellectual challenge. In general, it is a fairly
sad development when people do not take full ad-
vantage of their education. From a business point
of view it can even be fatal, because skills, especial-
ly in science and technology, are essential for the
creation of a knowledge intensive economy in Eu-

rope.
I think every country in the region has a great re-

sponsibility to upgrade their universities, and the-

reby make it more attractive both for students and

—
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scientists "to have a career” on the national or regi-
onal "campus”. If we miss this point, [ am afraid we
will see more brain drain from all the countries in
the Baltic region to e.g. the United States. We have
to build up both excellent companies and universi-
ties that scientists and engineers find interesting

enough to return to several times in their career.

Give a Few, Take a Few

We cannot prevent and we should not avoid brain
drain. From a business point of view mobility in the
field of science and technology is necessary, becau-
se it promotes the exchange of experience, new
ideas and not least innovation transfer. That is why
international and regional collaboration is so im-
portant and why we have to promote the free mobi-
lity of labour. I see this mobility as a cornerstone of
globalisation. In my point of view therefore, we
should not so much worry about brain drain, but
more about how we can ensure that the EU and the

Baltic Sea region also experience brain gain.

Companies need a mobile labour force in the Balt-
ic Sea region and in the EU in general. That is in
order both to be able to rotate their employees thro-
ughout their global organisations and also in order
to employ highly skilled people from abroad. Peop-
le, who would otherwise most likely find
occupation in the United States or in Canada. We
need these people in our region, and therefore we
also oppose any transitional periods for the EU

candidate countries in relation to labour mobility.

It is however not sufficient to attract specialists
from outside the region. We also need to make it
easier for the human capital to move around within
the region. The circulation of highly skilled labour
is an important means in the creation of a science
base of an international standard in the Baltic Sea
region. Itis therefore necessary to increase the flow
of students and researchers from East to West, and
equally important to increase the flow from West to
East.

Sharing Talent and Labour

for Mutual Benefit

The Baltic Sea region already has access to student
exchange programs in the European Union. One

example is the Socrates-programme that supports

| 14 | Vol 3 | September 2002 | | |

—

the exchange of students of higher education
within the EU and countries from the candidate co-

untries.

Poland has participated in the Socrates-program-
me since 1998, while the Baltic countries have part-
icipated since the beginning of 1999. I am pleased
to see that a growing number of Polish students,
especially those who are study engineering, come
to study in Denmark. In 1999 the total number of
students in Denmark in the Socrates-programme
was 58, and in 2000 this number doubled. We are
also glad to see that many students from the Baltic
countries, especially Lithuanian students, choose

to study in Denmark.

Denmark also offers engineers with a Bachelor’s
degree from the Baltic countries and countries
from Central and Eastern Europe a 2-year scholars-
hip to complete their Master's in universities or te-
chnical colleges in Denmark. During this 2-year
period the foreign students are connected to a Da-
nish company that co-finances the arrangement
with the government. Both universities, companies
and students are very pleased with this arrange-

ment.

Some of these engineers will probably find a job in
San Diego. Some of them will find work in Copen-
hagen, and a fair share of them will return to their
countries with not only scientific knowledge, but
also with a deeper cultural understanding of the
Baltic Sea region. An understanding I am sure we
will all benefit from when it comes to further colla-

boration and mobility in the region.

We have to encourage students to study abroad and
to circulate in the region. At the same time we have
to make our own universities so attractive that we
can make sure they will return some day - either as
scientists or as part of a life long education. To be a
dynamic part in the global economy it is vital that
we do both.

Networks of Excellence to

face Global Competition

The knowledge based economy increases the need
for stronger industry-university links, focusing on

training highly skilled specialists and on transfor-
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ming science into new technology. I am pleased to
see that interaction between industry and universiti-
es has been strengthened in several countries in the
region, and extended from what was originally limi-
ted sponsorship to closer collaboration in develo-
ping joint courses, vocational training, and com-

mon investments in new science and technology.

Butif we compare the region with Munich, London
or California we have a long way to go. Companies
in general need a more transparent and focused
science system, where you can establish strong ne-
tworks with excellent scientists and students. In
Denmark, the government is going to propose a
new law which will attempt to modernise the go-
verning and the organisation of universities. This is
an important step towards creating more indepen-
dent and focused universities, which will be a de-

cisive factor in the knowledge based economy.

Universities are cornerstones for our research as
well as higher education, and we need larger in-
vestments from both the public and private sector
in order to make them global centres of excellence.
The Confederation of Danish Industries is therefo-
re strongly supporting that Denmark meets the

Barcelona Declaration.

In this regard it is important to be aware of the pos-
sibility of receive funding for new networks of ex-
cellence in the forthcoming European 6th Research
Framework Programme (2003-2006). This pro-
gramme has many good opportunities for bringing
companies in the Baltic Sea region closer to the Eu-

ropean companies and universities.

In fact, it is our experience that the science system
in many of the candidate countries is already very
internationalised. Nevertheless, I would like to
stress the good opportunities available for entering
the 6th Framework Programme, and the benefits to
be gained from scientific networks and new know-
ledge from joint research and technology projects.
I am therefore also very pleased with the fact that
the candidate countries are considered as equal to
EU member applicants in the new framework pro-

gramme.

Medicon Valley - One way to excel

Danish companies and universities have a tradition

—p—

for collaboration with other Nordic partners, and I
see an enormous potential for developing this col-
laboration with the other countries in the Baltic Sea
region. In fact, such a fruitful collaboration in the
Baltic Sea region is already taking place with regard

to life science.

Denmark and Sweden are forming one of the
strongest life science clusters in Europe. In 1997
the Oresund region founded the concept of Medi-
con Valley. No less than 22 % of all the biotechno-
logy activities in Europe are located here. The expe-
riences from the Oresund region in many ways
form an example as to how cooperation across bor-
ders can create a dynamic business environment
and attract excellent life science researchers and
other human resources to the Baltic Sea region. Itis
examples like this we have to promote in all parts of

the Baltic Sea region.

Companies in a competitive global environment
will always be attracted to regions with a well edu-
cated work force. People, who are highly skilled,
especially in science and technology, hold the key
to future development and growth for European

enterprises.

That is why we have to take full advantages of a
flexible labour market within the EU, and to make
sure that every country in the Baltic Sea region
spends sufficient resources on research and devel-

opment as well as education.

That is crucial for the development of tomorrow’s
knowledge intensive economies and therefore a
fundamental task for all governments in the regi-

on.

Hans Skov Christensen is President and
Chief Executive Officer of the Confederation
of Danish Industries. An economist by edu-
cation, he joined the Danish Employers' Con-
federation in 1972 and in 1985 became its
Director General. Hans Skov Christensen
took on his present position at the Confede-
ration of Danish Industries in 1991. He is a
member of the boards of Danida, The Centre
for European Policy Studies, Tivoli A/S and
The Maersk Singapore Pte Ltd. among ot-
hers.
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Adapting Companies to the

Dynamics of Change

by Marko Saaret
Brussels-Correspondent,
Estonian National Radio

TALLINN When European leaders bring the negotiations sur-
rounding the accession of 10 new countries to the European
Union to a close in Copenhagen in December, they will also be
signalling the beginning of a dramatic change in the business

climate of the whole Baltic Sea region.

In some areas, the upcoming enlargement is going to radically
change the business climate of the region, and with less than
two years to the realisation of enlargement, it is essential that
businesses prepare themselves for the new times to come. The
changes for business in the region are mainly expected to be
positive, but in some areas there will also be some short-term

negative consequences.

The main positive changes are:

« Stability in region. Estonia, Latvia and Lithuania will be joi-
ning both NATO and the EU. Membership of the two organi-
sations will reduce the risk of tensions between the three Balt-
ic countries and their Russian neighbour. Most important, is
the signal that accession gives to outside investors who today
have a very limited knowledge of the region. Post accession,
they are expected to view what will now be member countries
of the EU and NATO as stable objects for investment.

+ Broadening of business relations towards the west. Since in-
dependence, the Baltic states have seen a wide range of diffe-
rent Nordic investments. The countries’ accession to the Eu-
ropean Union and NATO creates expectations that businesses
from other countries will also consider Estonia, Latvia and

Lithuania as suitable places for investment.

| 16 | Vol 3 | September 2002 |

« Baltic countries as bridge between west and east. EU mem-
bership may improve the currently rather cool relations be-
tween the Baltic states and Russia - especially in the case of
the relationship between Estonia and Russia. This could
open up wider business possibilities for the Baltic countries,
as well as increase western interest in the region. All three
Baltic states see themselves as possible bridgeheads for
those interested in conducting business between east and

west.

Negative impact to some business areas are due to EU regula-
tions. With EU membership comes a wide range of European
regulations that have to be followed by businesses in all mem-
ber countries. These new regulations and EU-harmonised
standards will be difficult for pretty much every company to
come to terms with. For example, the food industry will be for-
ced to introduce new health standard regulations. Larger com-
panies in the Baltic states will have to change their accounting
methods when new EU-accounting rules come into force, and
so it goes on. EU-membership can also have sector specific
consequences, as is the case when it comes to the abolition of
tax-free sales. This is an area that is expected to hit the port of
Tallinn especially hard, and it may have consequences for the
number of tourists - currently around six million - that visit

Estonia every year.

Getting Ready for More Changes
Part of the business community is already aware of the chan-
ges to come. However, there is also a part of the business

community that is unaware of what is about to take place.

This is an issue that involves many different elements. First,
there is the question of the development of the overall business
climate. Another question is how the bare fact of enlargement
in itself is expected to have a positive impact on the general

economic climate of the whole region.
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/@ __ GDP Growth in the Baltic
Sea Region 2001, percent

Latvia 7.6
Lithuania 5.9
Estonia 54
Russia 5,0
Norway 1,4
Denmark 13
Poland 11
Sweden 11
Gemany 0.6

Finland

0 1 2 3 4 5 6 7 8

Figure 1

Source: World Competitiveness Yearbook 2002, National statistics.

Estimates for the economic development expected as a result
of enlargement differ. Almost all economists expect econo-
mic growth in both the Baltic states and Poland to increase
even faster as a result of accession to the European Union.
The goal is that all member states of the EU are expected at a
certain stage to be at the same economic level. It is widely ac-
cepted that this catching up process can only be realized if
economic growth is higher in the new member countries
than in the countries that are presently members of the EU

see Figure 1.

Main features for the expected increase in economic growth

are:

« An expected increase in the amount of foreign investment
following membership of the EU and NATO. Investments
are expected to come from companies in countries that

today have limited knowledge of the Baltic Sea region.

+ Another area that is expected to boost economic growth is
the expected improvement in infrastructure. With the pos-
sibility of EU-funding for infrastructure projects, it will be

easier for national governments to tackle this issue.

« Improved market access - both to the west and to the east -

is expected to increase economic growth. One example is

—
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the abolition of the double tariffs that Russia currently ap-
plies to goods from Estonia. Another is that the region
does not currently have full market access to the west is for

its agricultural products.

Taking Advantage of Growth after Enlargement

The composition of foreign investments in the Baltic states
is well known. Finnish business is dominant in Estonia be-
cause of its proximity, but even taking this into considerati-
on, Scandinavian corporate investments in the area by far
out-number investments from other European and Ameri-
can companies. Swedish companies are the predominant in-
vestors in the financial sector, the Finns in high technology,
the Norwegians in trade and the Danes in manufacturing.
This at least is how the picture is often portrayed, although
in reality it is far more nuanced than that. The dominant po-
sition of Scandinavian businesses in the community of foreign
investors has led several analysts to predict that future pro-
spects for growth lie with investors either south or west of

Denmark.

One example is Erik Terk, Director of the Estonian Institute
for Future Studies. Terk does not expect any miracles to
come out of enlargement, and he practically rules out
growth in the numbers of Finnish and Swedish investors. In
his view, the Baltic region has most to gain from EU mem-
bership by increasing business links and attracting investors
from countries like Germany, the UK, France and from other
countries outside of the local region. "For investors from
these countries, membership of both the EU and NATO

would send a clear signal of stability,” says Terk.

Using the same logic, Terk also warns of the consequences
that could arise if enlargement was postponed. Either by a
complete deadlock in the negotiations at the European
Council in Copenhagen - a highly unlikely scenario - or -
more likely - a negative outcome in the referenda on EU

membership in one or more of candidate countries.

Scandinavian investors already in the Baltic states would be
expected to react calmly, since their knowledge of the coun-
tries is deeper, while investors from countries further away
would surely react negatively if the populations of one or
more of the Baltic states were to reject EU membership in

these referenda.
Well Positioned to Become Bridges

Even though the EU accession of the Baltic countries is most

widely seen as a tool to improve western links to Estonia,

Vol 3 | September 2002 | 17 |
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Latvia and Lithuania, it is quite clear that it will also help to
develop relationships to the east, namely with Russia. Esto-
nia especially will see an immediate effect in her relations

with Russia when the country joins the European Union.

Today, Russia applies double customs tariffs on all Estonian
goods and they are bound to disappear when Estonia joins
the EU. Russia does not apply double tariffs towards Latvia

and Lithuania.

However, more important is the expected general improve-
ment in relations between the Baltic states and Russia - espe-
cially in the case of Estonia and Latvia, where problems with
the large Russian speaking communities in the two coun-
tries have soured the relationship in the past. However, by
joining the European Union, the Baltic states will come
under the umbrella of the EU’s common foreign and securi-
ty policy, and thereby it will virtually be impossible for Rus-
sia to continue to exercise foreign policy pressure on its for-

mer satellites.

There is also the interesting prospect of the Baltic states be-
coming a bridge between east and west. One example is in
the IT sector where there is an enormous need for program-
mers. Some years ago, IT companies invited programmers
from countries like Russia and the Ukraine to live and work

in London, Paris, etc. - but often without success.

However, by the end of the nineties, there were the first signs
of a reverse trend where foreign investors in the IT sector
established themselves in the Baltic states, and let their Balt-
ic counterparts - with their excellent local knowledge and
language skills - deal with the Russian IT people. Therefore,
functioning as a bridge between east and west is an area in
which the Baltic states see a lot a potential and opportunity
for growth.

Stormy Weather in Forecast Too

With a lot of positive economic developments in the pipeli-
ne, the only worrying question is to what extent EU mem-
bership will negatively impact the candidate countries of the

Baltic Sea region.

One question asked both in the Baltic states and in Poland
concerns taxes. EU membership comes with a wide range of’
obligations, and first and foremost, the new member states
have to pay around one percent of GDP to the EU budget as
a kind of membership fee. All candidate countries are expec-

ted to get far more money in return from Brussels than they

| 18 | Vol 3 | September 2002 | |
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pay. Yet the money coming back is paid directly to farmers,
regional authorities, etc. This means that the return flow of
money does not end up directly in the coffers of the state,

and as such, it cannot be used in the state budget.

The logical and expected consequence of this is a tax-increa-
se in the candidate countries. This is today denied by leading
politicians, who are afraid that the prospects of increased
taxes as a result of EU membership will lead to a negative re-

sult in the referenda to be held next year.

Another argument for tax increases is the way EU funding
from the different aid-programmes works. There are no pro-
jects that are solely financed with money from the European
Union. As a general principle, the EU demands national or
regional co-financing in all projects concerning infrastru-
cture, social affairs etc. This means that countries like Pol-
and, Lithuania, Estonia and Latvia all need to generate more

state money in order to get access to EU funding.

Therefore, it remains an open question as to whether a coun-
try like Estonia will be able to continue with its very liberal
tax system after enlargement. One example is the present
Estonian system where companies do not have to pay taxes
on revenues, if the profits are reinvested in the company. To

continue with this type of tax system would require a large

/@__ Corporate Income Tax in
the Baltic Sea Region, percent

Danmark
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Norway
Sweden
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Figure 2

Source: Estonian Investment Agency
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amount of foreign investment. See Figure 2.

The Baltic states especially are well known as countries with
a high degree of economic freedom. When listening to the
arguments of euro-sceptics in the Baltic countries, their
main point seems to be that EU membership would prevent
the countries from pursuing the track of economic libera-
lism. This is an argument that stands in stark contrast to
those put forward by euro-sceptics in Scandinavia, who
mainly see the EU as an organisation that focuses on the

needs of business, and not on the needs of'its citizens.

It is questionable however, as to whether there is any reason
to fear that EU membership will dramatically damage the li-
beral economic freedoms found in the Baltic states. Accor-
ding to the Index of Economic Freedom Rankings carried
out by The Wall Street journal, Estonia is ranked fourth in
the world (Lithuania 29th, Latvia 38th). Estonia’s fourth
place is shared with Ireland, an EU country since 1973, pro-
ving to a great extent that being an EU member state and ma-
intaining a liberal economy should be possible, along as

there is a political will to do so. See Figure 3.

Complying With EU Standards and Demands

Whatever the intentions regarding maintaining a liberal bu-
siness climate, there is no doubt that conditions for busines-
ses are about to change in both the Baltic states and in Pol-
and. EU membership comes with a wide range of demands

and regulations that business will have to live up to.

The food industry will have to meet demands on everything
from food additives to cooling processes. Larger companies
will soon be experiencing the introduction of new EU ac-
counting rules, which will not only demand that companies
change their current accounting systems, but will also chan-
ge the way they calculate their profits and present financial
information to the public. The environment is another well-
known area in which EU demands are going to change con-

ditions for businesses during the coming years.

It is impossible to say exactly what kind of changes will ap-
pear and in which country. Even though enlargement is not
expected to take place until the summer of 2004, all candi-
date countries have already started to implement the coming
EU regulations. Implementation differs from country to co-
untry, and efforts have been concentrated in different areas

in different countries.

One explanation of this is the need to ensure that there is

—
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/@_ 2002 Index of Economic
Freedom Rankings

1. Hong Kong |
2. Singapore |
4. Estonia |
4. Ireland |
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12.Denmark |
14.Finland |
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20.Germany |
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32.Czech Rep. |
32.Hungary |
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45.Poland |
131. Russia |

Figure 3

Source: Wall Street Journal/The Heritage Foundation

sufficient administrative capacity to guarantee that firstly, in-
formation regarding the new rules reaches all those who
need the information and secondly, that all that rules are fol-
lowed, and that they are interpreted equally in all parts of the

countries concerned.

The question of administrative capacity was until recently
the European Commission’s main concern when looking at
the candidate countries preparedness for accession to the

European Union. Not until recently did the commissioner
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for enlargement, Giinter Verheugen, issue reports that
stated that the candidate countries now had the administra-

tive capacity to handle all new EU regulations.

However, behind the scenes in Brussels, there are several cri-
tics that see the Commission’s conclusions as being politi-
cally motivated, rather than being based on the actual reality
on the ground in the candidate countries. There is especially
one area where it is doubtful whether the candidate countri-
es are fully prepared for the accession, and that is in the local
courtrooms. In principle, all local judges should be ready to
use and interpret all EU laws if a company suddenly ends up
in court arguing that local authorities or another company is
in breach of EU law. Yet despite intensive training of both
judges and civil servants in all candidate countries, it is ex-
pected that there will be several problems in implementing
and interpreting EU regulations in the first years after acces-

sion

Greater Mobility and Higher Salaries

On top of the EU regulations, enlargement is expected to
lead to changes in the entire labour markets of the Baltic
states and Poland. One area is the question of free movement
of labour, which has already led to noisy debate in many of
the present EU member countries. The countries that wish to
are allowed to introduce a period of up to seven years where

they can prohibit labour from the new member countries to

| 20 | Vol 3 | September 2002
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go to a candidate country for work. Debate has been intense,
and at some stages, the possible problems with free move-
ment of labour have been exaggerated to a ridiculous extent,
as when a study ordered by the Finnish trade unions showed
that 400.000 Estonians were considering going to Finland to
work. If that were the case only 300.000, Estonians would be
left to run the country.

Nobody can say for sure what the consequences of free mo-
vement of labour are going to be, but everybody expects that
it will lead to an increase in salary levels in the candidate co-
untries, and that it will also have an impact on some busi-

nesses in the labour intensive sectors.

All in all, dramatic changes are expected to take place in the
Baltic Sea region during the coming years. The conditions
under which business operate will change, but so will the ge-
neral climate for economic investments and growth. Chan-
ge, it would appear, will be on the top of the business agen-

da for many years to come.

Marko Saaret is a Brussels based European affairs
correspondent for Estonian National Radio, reporting
on the European Union, the enlargement process and
NATO-related issues.
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A Strong Airport Gives
a Strong Region

By Jorgen Lindegaard
Chief Executive Officer,
SAS Group

COPENHAGEN Transport and infrastruc-
ture perspectives in the Baltic Sea region are
closely interconnected with the overall
European infrastructure. It is by no means a
law of nature that a European region has its
own intercontinental gateway. Three major
hubs are a foregone conclusion: Frankfurt,
Paris and London occupy a special position
due to their strong population concentrati-
ons. But where to naturally place the other

two or three hubs that Europe needs?

In many ways, the Baltic Sea region seems
to be a natural choice for an intercontinen-
tal gateway. But it is not self-evident that
this position cannot be challenged. Strong
forces in other regions also want to develop
their infrastructure. Competition is tough,
and instead of impeding free development
in the area, it is necessary that the region of-

fers space and opportunity for initiatives.

Several of the regions that the Baltic Sea re-
gion competes with are favoured by a grea-
ter degree of homogeneity. On the other
hand, our region is characterised by vision,
courage and initiative as well as a well-de-
veloped capability for multinational co-ope-

ration.

Several of the regions that

the Baltic Sea region compe-
tes with are favoured by a greater de-
gree of homogenity

New Political Realities -

New Opportunities

Our region is favoured by the existence of a
large, well-developed and well-organised
airport in Copenhagen. We see it is a major
advantage that this airport not only serves
the region'’s large international airline, SAS,
but also handles flights from many other in-

ternational airlines and countries.

Efficient co-operation is the prerequisite for
appropriate development, not only for SAS,
not only for Copenhagen Airport and not
only for the Baltic region, but for the whole
of northern Europe. The strength of the ex-
isting structure is the interaction between
SAS, as the only major airline, and Copen-
hagen Airport as a hub. Denmark is the en-

tire region’s gateway to the global market.

The strength of the existing

structure is the interaction
between SAS, as the only major airli-
ne, and Copenhagen Airport as a hub

With the opening of Eastern Europe, we
have, for the first time, the opportunity to
use the critical mass in the Baltic countries
to create a new dynamism for Scandinavia
and the entire region. The whole region
commands a population of about 100 milli-
on, and its development is partly driven by
the advanced Scandinavian economies. The
Baltic area will be Scandinavia's new dom-

estic market.

BalticSeaagenda
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This market provides an excellent opportu-
nity for the continuing development of the
small, Scandinavian economies. For many
years Scandinavia has faced the problem
that with a market of only 15-20 million pe-
ople, it has been unable to muster sufficient
critical mass. This is now a possibility as the
borders of Europe move eastwards, both

politically and in a market perspective.

The Strategic Role of Air Traffic

A condition for developing a network econ-
omy involves the establishment of a tight
transport infrastructure in the Baltic coun-
tries. With long distances inside the region,
air traffic will play a major role in the creati-

on of such accessibility.

The other - and decisive - condition for a de-
velopment of the Scandinavian and Baltic
economies is that this part of the world is
effectively connected to the global economy,
industrially, culturally and with regard to

research.

Aircraft-based transport again has a strate-
gic role to play. Air traffic combined with
communication technology enables the
Scandinavian and Baltic countries to have
global accessibility and thus a share in glo-

balisation.

We are talking about mutual reliance, based
on long-term risk sharing and on SAS hav-
ing such a size and foundation in Copenha-
gen Airport that a stable passenger basis

can be guaranteed.

It is thanks to this unique interaction that
Scandinavia and the Baltic area currently

have efficient transport connections to the

rest of the world. Transport is vitally impor-
tant for the integration of the Scandinavian
countries into global markets and for a suc-
cessful development of a unified Baltic Sea

market.

A strengthening of Copenha-

gen Airport, with SAS at its
side, will be of benefit to the whole
region

Accordingly, a strengthening of Copenha-
gen Airport, with SAS at its side, will be of
benefit to the whole region. Conversely, the
region will easily return to some sort of pro-
vincial status if the most frequented juncti-
on is placed somewhere in the European
continent. Birds of a feather flock together.
That is true both of air traffic and regional
policy.

Jorgen Lindegaard has a background
in telecommunications and has held a
number of senior executive positions
since 1975, including President of
Fyns Telefon A/S, Kgbenhavns Telefon
A/S and Director of TeleDanmark. He
joined GN Store Nord A/S in 1996 and
became its President and CEO in
1997. Jargen Lindegaard took on his
present position as President and
CEO of SAS Group on May 8, 2001.
He is the Chairman of Sonofon Hol-
ding A/S as well as Member of the
Board of the Financing Institute for In-
dustri og Handveerk A/S and Telenor
A/S.
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Towards a Baltic Sea
Economic Space

by Sven-Ole Mogensen,
Former Principal
Administrator,

DG Transport and Energy,
European Commission

BRUSSELS The Baltic Sea region is emer-
ging as one of the most promising growth
centres in the new Europe. The EU enlarge-
ment could end up creating a Baltic Sea Eco-
nomic space - including Russia. Yet fulfil-
ment of this objective, the successful devel-
opment of a common economic space in the
Baltic Sea area, will necessarily depend on
the resolving of two major issues. The first
one is of a political nature, whereas the se-

cond one concerns transport infrastructure.

A first condition will be to further streng-
then the ongoing political and economic co-
operation with Russia, including the Kali-
ningrad region. For the time being that re-
gion suffers from economic stalemate in
comparison to its neighbours, who benefit

from substantial EU pre-accession aid.

The Baltic Sea Economic Space

The area of interest should be under-
stood in a wide geopolitical context.
Today, a Baltic Sea Economic Space
would include:

- The littoral Baltic Sea states: Den-
mark, Sweden, Finland, Russia, in-
cluding the Kaliningrad region, Esto-
nia, Latvia, Lithuania, Poland and
Germany.

+ Their hinterland and adjacent areas,
which means Norway in the west,
Belarus, Russia, particularly North-
west Russia, in the east and the
Ukraine and maybe Moldova in the
south-east.

The second condition is to make efficient
use of the already existing transit transport
infrastructure available in the Baltic Sea re-
gion, as defined in the transport infrastru-
cture development programmes co-finan-

ced by the EU in the candidate countries.

New Relations - New Trade Patterns

The trade flows in the Baltic Sea region have
changed fundamentally since the 1980's.
During the 1990’s the Baltic Sea region ma-
naged to lay the foundation for a functio-
ning market economy which reaped the
benefits from these efforts in terms of in-
creasing prosperity. The development led to
a total disruption of traditional trade pat-
terns in COMECON - the organisation for
economic and trade cooperation among the

socialist countries during the Cold War.

After the initial severe setback in foreign ex-
change of commodities of the former Socia-
list countries, new trade partners soon star-
ted to replace the old ones. As a result of
this, the European Union is now the most
important trade partner of the Central and

East European countries.

The transport corridors in use today are to a
large extent the same as before 1989. The
European Commission has long recognised
the need for improving the transport infra-
structure between the Union and Central

Europe after five decades of neglect.

To upgrade the transport infrastructure, a
specific transport infrastructure needs as-
sessment in the candidate countries was
commissioned in 1995 to prepare for the ex-
tension of the Trans-European Transport

Network into the enlarged European Union.

—
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This was the commencement of the EU-fi-
nanced TINA-programme, adopted by the
EU Member States and the candidate coun-
tries together with Russia, Belarus, Ukraine
and Moldova

The TINA-programme

TINA is short for "Transport Infrastru-
cture Needs Assessment". The TINA
programme, having been implemented
during the period from 1996 to 1999,
is based on the outcome of the First
Pan-European Transport Conference in
1991 in Prague, the follow-up of the
Second Pan-European Transport Con-
ference in 1994 in Crete and of the
Third Pan-European Transport Confe-
rence in 1997 in Helsinki.

The objective of the TINA-programme
was to evaluate the costs of upgrading
the transport infrastructure in the can-
didate countries to EU-standards. The
finance is based on Title XV (ex Title
XIl) "Trans-European networks", article
154, 2 (ex article 129b, 2), and artic-
le 155, 3 (ex article 129c, 3), of the
Treaty of Amsterdam (1999), which
reads: "The Community may decide
to cooperate with third countries to
promote projects of mutual interest
and to ensure the interoperability of
networks" .

After accession, transport interoperability
between the networks of the member states
and of the candidate countries will form the
transport backbone to serve a coherent
common market. In this context, the Kali-
ningrad region may become a competitive
transit route for trade flows between EU and
Russia. Goods cleared in Kaliningrad can
simply transit through Lithuania and Belar-
us to Russia, as the two latter countries have

agreed on a customs union.

Success by Connecting People

and Exchanging Goods

First of all, a further development of the al-
ready good relations established between
the Russian president and the EU should be
promoted. The new era of a closer coopera-
tion between the European Union and Rus-
sia, which was established after 11 Septem-
ber opens up unforeseen perspectives for a
sustainable development leading to the es-
tablishment of a Baltic Sea Economic Space.
A commitment from the Russian Federation
in support of this will have beneficial influ-
ence on the development of Russia’s econo-

my as a whole.

Secondly, the importance of creating inte-
gration and growth through the appropriate
infrastructure cannot be - and must not be -
underestimated. The need for closer politi-
cal and economic cooperation in the region
is obvious. Likewise, the region needs to
further develop its transport infrastructure.
Success in the global economy of the 21st
century depends on connecting people and
exchanging goods and knowledge. Intelli-

gent infrastructure is a prerequisite.

The 4th Annual Baltic Development Forum
Summit, will put special focus on this fun-
damental issue. The aim is to outline the

ideal infrastructure in the Baltic Sea region.

Sven-Ole Mogensen is former Princi-
pal Administrator, DG Transport and
Energy, Unit B/2 "Trans-European Ne-
tworks and Technological", European
Commission
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The View from Russia

Baltic Sea Region Opens
Russia's Road to Europe

by Dmitri Trenin
Deputy Director,
Carnegie Moscow Center

MIOSCOW Russia's stated long-term goal
is integration with - not (for a couple of de-
cades at least) into - the European Union.
This partial integration means, in reality, re-
aching compatibility with the EU in various
fields, from economics to legal affairs to se-
curity. Apart from the functional dimensi-
on, this task has a distinct geographical

one.

Since 1995 Russia has been in direct contact
with the EU territory - along the 1,300-kilo-
meter long Finnish border. Within a few
years, the EU-Russia interface will be exten-
ded to include Russia’s borders with Esto-
nia, Latvia, Lithuania and Poland. Kalinin-
grad will find itself within the union territo-
ry. In other words, the practical issues of a
Euro-Russian link-up will have to be tackled

primarily in the Baltic Sea area.

Moscow should take

Europe’s concerns seriously,
not defensively, and work to turn the
enclave into a laboratory for EU-
Russian collaboration

For now, much attention is focused on Kali-
ningrad. Those who had been saying in the
past that it was the EU enlargement, not
NATO's, which would create real problems
for Russia, feel vindicated. They are right -
but only up to a point. It is exactly the pro-

blems that compel the sides to work for so-

—

lutions. Moscow should take Europe's con-
cerns seriously, not defensively, and work to
turn the enclave into a laboratory for EU-
Russian collaboration. Seen that way, the
very separateness of Kaliningrad is an asset,
not a liability. Brussels, for its part, may
ponder the substantial relaxation of the
Schengen regime for Russian citizens, the
bulk of whom are no threat to either natio-
nal or labour market security of its member

states.

The accession of Poland and the Baltic
States to the EU will have a multiple effect
on the Russian business interests. In a ge-
neral way, it will make the economic actors,
from individual shuttle traders to the oil
majors, change their modus operandi. This
amounts to a powerful external factor sti-
mulating domestic transformation. More
specifically, it will create opportunities for
some Russian businesses to get inside the
EU by buying assets in the candidate coun-
tries. In both cases, despite the obvious
pains and costs of readjustment, the net
long-term result is likely to be positive for

Russia.

St. Petersburg As Russia's

European Locomotive

Russia has long prided itself'in being a nati-
on with a rich cultural heritage and advan-
ced scientific and technological potential. It
is art and science, rather than oil and gas,
which are Russia'’s true assets in the century

that has just begun. The highest concentra-

If there is a natural locomo-

tive for Russia’s European
drive, then it is undoubtedly
Petersburg
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tion of that "winning duo” is in St. Peters-
burg, which is also the Baltic Sea area’s big-

gest metropolis.

Itis St. Petersburg’s misfortune to be gover-
ned in an unimaginative and utterly corrupt
way, butitis up to the nascent civil society in
the city to try to change that. A new dynam-
ic city leadership would use the opportuniti-
es offered by St. Pete's traditional role as
Russia’s "window on Europe”. If there is a
natural locomotive for Russia's European

drive, then it is undoubtedly Petersburg.

This channel works both ways, however.
Close contact with the environment-consci-
ous Scandinavians has been gradually chan-
ging the mentality of the Russian public,
Russian companies and even the Russian
authorities. The thing, however, is not me-
rely to stop sinning. One has to take care of
past sins as well. Parts of Russia’s North-
West are gigantic dumping grounds for all
sorts of hazardous items, including nuc-
lear-related waste. Europe’s help has been
making a difference there, but it will be es-
sentially up to the Russians themselves to
come up with ways of decontaminating

their own habitat.

The format and quality of

EU’s relations with Russia
will be indicative of the role that
Europe intends to play world-wide in
the future

—p—

For Russia, modernization today is Europe-
anization. For the European Union, rea-
ching out to Russia should not only be
about securing its eastern frontier. The for-
mat and quality of the EU's relations with
Russia will be indicative of the role that Eu-
rope intends to play world-wide in the futu-
re. As in the case of Russia’s internal trans-
formation, we are dealing here with a long-
term proposition. It will be up to the Europ-
eans to decide how they want to define their
common homeland at some future date. But
it might - just might - be that the Baltic Sea,
the Med of the North, could become the
principal construction site for Europe’s next

incarnation.

Dmitri Trenin is deputy director of the
Carnegie Endowment's Moscow Cen-
ter and head of its foreign and securi-
ty policy program. Before joining Car-
negie in 1994, he served in the Soviet
and Russian armed forces. Until his
retirement as Lt. Colonel in 1993, he
also taught area studies at the Defen-
se University in Moscow. Dr. Trenin
won his Ph.D. from the Institute of the
U.S.A. and Canada, Russian Academy
of Sciences (1984), was a senior fel-
low of the Academy's Institute of Eu-
rope (1993-1997) and a visiting pro-
fessor at the Brussels Free University
(1993-1994). Dmitri Trenin is an aut-
hor of several books and numerous
publications. His most recent work,
“The End of Eurasia: Russia on the Bor-
der Between Geopolitics and Globaliza-
tion”, appeared in 2001 in English.
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What the West Can Learn

from the East

by Ole Vigant Ryborg
EU Correspondent,
Monday Morning Weekly

BRUSSELS Democracy is flourishing in the Baltic States
and after little more than a decade, the eastern side of the
Baltic Sea seems to have the potential to become a role
model for experiments in the development of democracy and
the question of active public participation in political decisi-

on making.

In fact, in some areas, the pace of development in the eastern
half of the region has been so rapid that it is time to reverse
the trend for exporting democratic traditions and ideas.
Whereas in the early nineties, the Nordic countries made a
huge effort to help the newly independent Baltic states in
their efforts to transform themselves into modern democra-
cies - it now looks like Estonia, Latvia and Lithuania can re-
turn this favour, and provide the Nordic countries with in-

spiration about modern democracy.

This development comes at a time when Estonia, Latvia,
Lithuania and Poland are about to join Sweden, Finland and
Denmark as members of the European Union - which means
that virtually the whole region will become a part of the EU.
This creates the interesting possibility of the region beco-
ming a world leader in the development of democratic struc-
tures and experiments, as long as the countries in the region

are willing to listen to and learn from each other.

The Teachers' Turn to Learn

The era of what until today has been seen as the one-way
traffic of advice and ideas about democracy from west to east
has finally ended. The years of transition are over, and the

time has now come to engage in an exchange of ideas, where

| 28 | Vol 3 | September 2002 | |

especially the west has to come to terms with the thought

that there might be something to learn from the east.

In just 1o years, the three Baltic states have gone from inde-
pendence to fully functioning democratic market economi-
es. A record of accomplishment that can both serve as a role
model and example for other countries in involved in the
same process, as well as provide inspiration to further im-

proving the democratic structures in "the old democracies.”

Today the era of transition towards democracy is over. See Fi-
gure 1. Instead, all the countries in the Baltic Sea region
share the same problems and face the same challenges as all
other democracies. Questions like how to respond to public
frustration over lack of political influence, and how to deal
with decreasing national political influence in the face of

globalisation are issues of concern to all.

Active public involvement

While the problems of creating and securing an inspiring
and well functioning modern democracy are identical for all
countries, the countries of the Baltic Sea region are in a spe-
cial situation as historically they all have varying experiences

of the democratic process.

The Nordic countries have developed their consensus demo-
cracy over a period of a century. Here, the question of public
participation in political life is taken care of by a large num-
ber of organisations like trade unions, environmental
NGO's etc. On the other hand, in the last ten years, countri-
es like Estonia, Latvia and Lithuania have all had the advan-
tage of being able to start their democracies almost from
scratch. This has provided opportunities for these countries
that do not really exist in countries like Sweden and Den-
mark, where tradition is a major obstacle when it comes to

modernising the way the national democracy works.

—
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Already today, a country like Denmark could learn a couple
of things in the areas of both transparency and increasing

public participation by looking across the Baltic Sea.

For example, Denmark seems to be the last democratic co-
untry in the region not to publish the agenda of the govern-
ment's weekly meeting. The agendas of government meet-
ings are secret in Denmark, and the Danish prime minister
gives the only information available following a government

meeting at the traditional briefing on Tuesdays.

Avisit to the government meeting room in Estonia is enough
to make a country like Denmark look like something from

the Stone Age.

In the government Stenbock House, in Tallinn, every mini-
ster has a computer screen in front of him/her so that go-
vernment meetings can take place without the use of paper.
In addition, at one end of the government meeting room -
overlooking the sea - press information officers follow the
meeting, and via the internet inform the public how far the
meeting has progressed, and what decisions have been
made. This is a practise far from the one used in Denmark,
where both the media and the public accept that their only
source of information from government meetings is the

prime minister’s press conference.

From The Stone Age to Cyber Democracy

When it comes to ensuring public participation in political
life, a country like Estonia can teach the Nordic countries a
thing or two as well. For more than a year, Estonia has been
running the TOM project. "TOM' is an Estonian acronym for
"Today I Decide".

TOM is a web portal where all citizens can present proposals
for debate. If an idea gets the support of a majority of the
portal users, then the ministers responsible - whether they
like the idea or not - are obliged to tell the public. The most
noteworthy result in the program's first year has been the de-
cision to let Estonia follow the European system of summer
and winter time - a proposal that was first put forward on
TOM.

Another fierce debate that took place was the question of
whether Estonia should re-introduce the death penalty. An
idea strongly rejected by government and parliament, and as
such would not have stood a chance of ending up on the po-
litical agenda had it not been for TOM.

—
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December 31, 2001.

Figure 1

Source: Freedomhouse

The Estonian TOM experiment has set an interesting new
trend for public participation in political life. The normal life
of parliament and government is driven by political alliances
and tactical manoeuvre. An environment would make any
politician think twice before raising a subject like the questi-
on of re-introducing the death penalty. However, when the
issue is introduced by the people, all politicians are more
than willing to engage in such a debate. A project like the
TOM web portal has thereby become an important way of
getting the question of values reintroduced into everyday po-
litical life and debate.

Corruption Survives as the Scourge of the Past

The greatest democratic concern today is actually the one of
corruption in all areas of public administration. Citizens in
the Baltic states see civil servants as being corrupt, and the

effects of this as well as the efforts involved in fighting both
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this perception and the actual corruption itself will be an

issue for many years to come.

For decades under communist rule, the 'gift’ of a bottle of a
bottle of vodka, or similar created a strong tradition and ex-
pectation among users of public administrations that they
could improve the handling of their own case by giving petty
bribes. So ingrained is this practice that, according to a study
made by the Swedish Sodertorn University, the people of the
Baltic states still believe that this is the case today. Clearly
then, the question of fighting bribery is not only a matter of
raising public salaries and punishing those who take bribes
- it is just as much a question of fighting a tradition that has

been in place for decades. See Figure 2.

Even more important than raising the salaries of civil ser-
vants, is the need to create rapid and non-bureaucratic ad-
ministrative procedures. When bureaucracy works smooth-

ly, the incentive and the need to use petty bribes disappears.

Moving in the Right Direction

There are many signs that the Baltic states are on the right
track in this area. Efficiency in local, regional and national
administration is improving - especially with the help of mo-

dern technology.

At the same time, both the Baltic states and Poland have had
a large degree of success in establishing common admini-
strative procedures, and a common interpretation of natio-

nal rules by both local and regional authorities.

While the early nineties were years where many rules were
interpreted differently from county to county, it is today clear
that equality before the law has been established. One clear
indication of this can be found in the statistics being produ-
ced by the ombudsmen in the countries of the Baltic Sea

area.

10 years ago, most cases landing on the tables of the relati-
vely new ombudsman institutions in Poland, Lithuania, Lat-
via and Estonia were fairly simple - often concerning pro-
blems stemming from elderly people not receiving the pen-
sion they were expecting, or similar. "Today the picture is
very different. We have roughly the same amount of cases as
we had years ago. But the cases we deal with today are far
more complex, and that is a good sign,” says Allar Joks, the

Legal Chancellor of Estonia.
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Learning the Ropes - an Exercise

in Democratic Behaviour

Taking stock after 10 years of transition, official bodies such

as the OSCE and the EU as well as independent organisati-

ons conclude that democracy now works in all Baltic Sea co-
untries with the exception of Russia. However, the fact that
democracy works according to international standards does
not mean that the public is satisfied. The increasing distrust

of both parliament and government can be explained by a

combination of several factors:

- Expectations for democracy after independence were ex-
tremely high, and with such high expectations comes a
higher risk for disappointment

» The track record for fulfilling election promises is very
low.

+ The independent media see it as one of their main chal-

/@_ Corruption Is the Last Worry
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lenges to investigate participants in political life thereby
creating intensive focus on political spending and political

perks.

When for example Estonian newspapers indignantly report
that the country’s president has bought new curtains for the
presidential palace at a cost of Euro 6.000, it is not just a sign
that the independent media in the new democracies is alert,
and fulfilling its role as the fourth estate. The fact that that
the story came to the media’s attention in the first place is
also a good indicator of transparency. However, it is also a
sign of the problems facing modern democracy when the
media decides to expose and criticise politicians for acts that

seem both fair and legal.

In the Nordic countries, the media tend to report only the
more sensational stories, whilst ignoring everyday life. That
is one reason why the public is poorly informed about prog-
ress of democracy in the Baltic Sea region. Last year, the Da-
nish weekly, Monday Morning, carried out a survey of more
than 1,000 Danish press articles relating to the countries that
are candidates for EU membership. It showed that if the
public only used these newspaper articles as their main sour-
ce of information, then their impression of these countries
would be built on crime, prostitution and lack of democracy

See Figure 3.

New Challenges Just around the Corner

From a period with decades of division, the Baltic Sea area
has developed into a region with a well functioning and flou-
rishing democracy, where everybody can learn from each

other. However, the situation is fragile.

It is expected that Poland, Lithuania, Latvia and Estonia will
all finalise the conditions for their accession to the Europe-
an Union during the EU summit in Copenhagen in Decem-
ber. If everybody sticks to the current time schedule, then the
four Baltic countries will hold referendums on EU member-

ship next year.

Here, the east of the region can still learn a lot from the west.
It is vital that the result of a referendum is not determined by
the public sentiment that the country is divided on an issue
like the question on EURO membership.

Another lesson to be learned is the need to create national
parliamentary structures strong enough to ensure that influ-
ence on important policy areas concerning the everyday life
of citizens is still retained when many areas of decision ma-
king are moved from the local capitals to the common insti-

tutions in Brussels.

—
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The articles on security policy
mainly deal with the country's
relationship with Russia, and the
prospects for NATO membership.
The articles on history are mainly
about past cooperation with Nazi
Germany.The Russian speaking
minority has been in focus in
several articles.

There has been an enormous focus
on the Russian speaking minority.
Latvia is also mentioned in a
number of articles concerning
prostitution. A special category is a
series of articles on street children.
The historical articles mainly
concern the country's cooperation
with Nazi Germany. Articles on
security policy focus on Latvia's
relationship with Russia and on its
accession to NATO.

Crime is high on the list for
Lithuania.This is mainly because of
the articles concerning a murder
committed by three Lithuanian
men during a robbery in Denmark,
and because of articles about
cigarette smuggling.The articles
on security policy mainly concern
the Kaliningrad issue. Nuclear
power focuses on the closure of
Ignalina, and the focus on
domestic policy was due to
elections.

Crime is high on the list due to of a
large amount of articles on the
murder of a Danish truck driver.
Business articles are high on the
list since it is the candidate country
with most Danish business activity.
History was high on the list
. . because of the media attention on
6 domestic policy the holocaust. Domestic politics
o security policy was high on the agenda because
of presidential elections.
Q free movement of labour  Agriculture because of the special
P conditions and demands set by
e prostitution Poland in the enlargement
@ agriculture negotiations.
Figure 3

Source: Monday Morning weekly

The main reason for concern is not the level of debate, but on
the contrary, the fact that there is a lack of a European deba-

te in the candidate countries. Euro-sceptics in Poland, Lithu-
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ania, Latvia and Estonia have all pointed out that they have
just left one Union (The Soviet) and are now about to join
another (The European). Yet this kind of rhetoric has until

now had very little impact.

Still something to Learn from Scandinavian Countries
Countries like Denmark, Sweden and Finland can provide
inspiration and the opportunity to shop for ideas in relation
to how to create and organize debates and discussions on

Europe in the run-up to the referendums.

However, more important is the question on what is to take
place after the referendums. It will be of key importance that
the new influence found in Brussels, which Poland, Lithua-
nia, Latvia and Estonia are bound to share with other Europ-
ean countries in the future, is in evidence to the public at
home. It is a major concern that public interest and engage-
ment in politics and democracy will diminish, if the public
gives up trying to influence their own situation because of

the fact that Brussels seems so far away.

In the long term, the risk of such a situation is smaller. There

| 32 | Vol 3 | September 2002

—p—

is a growing amount of evidence that young people - especi-
ally from the candidate countries - see Europe as a natural
platform to seek influence. This was confirmed when a
thousand young people met in Denmark recently as part of
the “Briding Europe” initiative. A poll conducted among the
participants in this initiative showed that they see Europe as

a natural area for political influence.

Yet a challenge for the immediate future is the need to create
national structures that clearly show and ensure that natio-
nal parliaments will continue to exercise influence on key
areas like the environment, consumer protection, etc. - even
though many of the new laws governing these areas will be

drawn up in Brussels.

Ole Vigant Ryborg is a Danish journalist. He has
covered European affairs since 1988 and has been
the Brussels correspondent for different Danish media
since 1991. Ole Vigant Ryborg today works as the EU
correspondent of Monday Morning Weekly.
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A Region Takes the Lead

by Olavi Tammemde,
Director,

Stockholm Environmental
Institute - Tallinn

TALLINN Just imagine that the Earth is a
space shuttle supplied with diverse resour-
ces for the crew to survive travelling the Uni-
verse. Different sections and levels (the con-
tinents) and many different size cabins
(states) are found on board this shuttle. The
limited resources are shared by all of the

Crew.

We can all asse try to predict how living con-
ditions will change on the different levels
and sections in the next decades of our
space travel, and how this might change the
living conditions of the whole crew. This
might be an exciting intellectual exercise. It
also underlines why sustainable develop-
ment on a global and regional level should
be a key priority for all decision makers - not

at least in the Baltic Sea region.

The reality is that ten years after the Earth
Summit in Rio de Janeiro, and thirty years
after the UN Environmental & Development
Conference (UNCED) in Stockholm, truly
sustainable development remains a near
impossibility for many countries, because
of the obstacles caused by wars and confli-
cts, restricted human rights, political cor-
ruption and non-democratic governments.
For others, sustainable development requi-
res political will to change the way we live
and cooperate with other nations in order to
adopt polices which put social and ecologi-
cal justice before narrow self-interest and

economic greed.

Solidarity And Partnerships

to Help Poor Countries

The ways in which the industrial countries
have developed in the past are not sustain-
able in the future. We need a new degree of
global solidarity and partnership in order to
take special responsibility for assisting the
poorer countries in the world by directly ad-
dressing their pressing environmental, so-

cial and economic problems.

Quality of life in one part of the world should
not be maintained at the expense of others.
This may sound like pure utopianism, but in
fact, one region has begun to lead the way.
The Baltic Sea region has emerged as a good
example of regional cooperation - it has be-
come the first in the world to adopt com-

mon goals for sustainable development.

In the Presidency Declaration of the Baltic
Sea States Summit on 3-4 May, 1996, the
heads of governments agreed on an agenda
for action. The declaration proposed three
thematic action programmes - including in-
creased people-to-people cooperation and
civil security; economic coordination and
cooperation; and strengthened environ-
mental protection - and it also announced
the development of an Agenda 21 for the
Baltic Sea region. The agenda was adopted
by the foreign ministers at the meeting of
the Council of 11 Baltic Sea States on 22-23

June, 1998 (Nyborg, Denmark).

That strong message of political willingness
comprises the agreed goals and an action
programme for sustainable development,
including time frames, actors and propo-
sals for financing. It is important to note

that the agenda has been worked out jointly

—
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by a partnership of national governments,
regional networks of cities and regions, in-
tergovernmental organisations, the busi-
ness community, environmental NGOs, and

international financial institutions.

Emphasis has been put on building a foun-
dation for the transition to sustainable de-
velopment. The responsibility for leading
sector implementation work is distributed
among the countries and international or-
ganisations in the Baltic 21 Steering Group:
Poland and Helsinki Commission (HEL-
COM) for agriculture: Lithuania and Swe-
den for education; Denmark and Estonia for
energy; the International Baltic Sea Fishery
Commission for fisheries; Finland and
Lithuania for forests; Russia and Sweden

for tourism.

Many Words, Less

Action And No Money

All countries have been successful in affir-
ming the framework of Agenda 21 and its
long and short-term targets, goals, and ob-
jectives. But difficulties arise when it comes
to implementation. The Baltic 21 activity re-
ports show serious and concerned messa-
ges in between the success stories and opti-

mistic progress announcements.

Messages like "the Baltic Sea region has
started on the road towards, but is still far

from, sustainable development”; "the use of

Stockholm Environmental Institute

SEl-Tallinn is @ member of internatio-
nal SEI family, celebrating its 10th an-
niversary with an International Confe-
rence "Sustainability - vision possible"
held in Tallinn on November 14th. SEI
has introduced sustainability related
issues to government and at grass
root level over the last decade not only
in Estonia, but in the whole Baltic Re-
gion and in the CEEC as well.

For more detailed information please
visit: www.seit.ee

—

natural resources is also far from being
sustainable in any of the Baltic Sea region
countries”; "several important positive
trends are visible, but a number of funda-
mental economic, social and environmental
criteria for a sustainable society are not
met” indicate that the outcome of the agen-
da may very well be - "we tried our best, but

it came out as always”.

In other words, to ensure that the agenda is
transferred into real action for sustainable
development in the Baltic Sea region - and
ensure the leading position of the region as
an example for others - better efforts are ne-
eded to overcome the obstacles to genuine

progress.

According to the media, or the speeches and
presentations of politicians, businessmen
and environmentalists, it seems that the
biggest obstacle in achieving sustainability
in our region - and on a global level as well -
is lack of funding. However, according to
the World Game Institute, the world only
has to invest 1.0 percent of what it annually
spends on its military investments in order
to mitigate global climate change; or 1.3
percent in order to guarantee the world po-
pulation clean drinking water; or 0.6 per-
cent to stop the depletion of the ozone layer;
or 4.2 percent for giving up the use of non-
renewables. And these are just some of the

many examples with a global perspective.

Widespread Ignorance

Requires more Education

In other words, the main issue here is defi-
ning our priorities. Are our decision-ma-
kers aware and educated enough to set prio-
rities that would enable our "crew” to survi-
ve? Are we all enlightened enough to direct
and support the decision-makers and to
make our own everyday consumption pat-
terns as sustainable as possible? Are we in
the Baltic Sea region willing to prioritise our
sustainable development for the benefit of

present and future generations?
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Consumers International and UNEP condu-
cted a global survey about the status of im-
plementation of the UN Guidelines for the
Consumer Protection on sustainable
consumption. Questionnaires were sent to
governments worldwide, 52 of which were
returned in addition to eight national case
studies. The findings speak for themselves:
38 percent of the governments were unawa-
re of the guidelines, 50 percent had no spe-
cific measures in place to monitor progress
and implementation, 64 percent were invol-
ved in some form of product testing or eco-
labelling, 56 percent have some economic
instruments in place, 85 percent support
product polices for efficient and cleaner
production, 72 percent have implemented
some form of sustainable practices in their

own operations.

Therefore, it would appear that the greatest
obstacles to environmental and related

socio-economic progress are to be found

—p—

between our ears. One major outcome of re-
cent Baltic 21 efforts is an Agenda 21 for
Education in the Baltic Sea region. Finding
ways to disseminate sustainability related
educational work is vital. Only common ef-
fort from the governments, politicians, pri-
vate and third sectors will achieve positive
change, and enable our region to transform
words into action and continue its status as

a world leader in sustainable development.

Olavi Tammemae is Director of the
Stockholm Environment Institute Tal-
linn Centre. He graduated as a geolo-
gist from the University of Tartu, Esto-
nia, in 1977. Positions he has held in-
clude Director General of the Nature
Protection Department of the Estonian
Ministry of the Environment. In 1998
he joined SEl-Tallinn in his present po-
sition. He is a lecturer and affiliated
expert at various professional environ-
mental occasions.
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News from the Baltic Development Forum

A Busy Autumn Agenda

by Ole Frijs-Madsen
Director,
Baltic Development Forum

Dear Reader,

The autumn of 2002 will indeed be rich in
summit meetings focussing on EU enlarge-
ment (The European Council in December),
relations with Russia (EU/Russia Summit in
November) and various other issues. Hope-
fully, it will also be rich in clear visions and

concrete results.

EU enlargement will provide new market
opportunities and prosperity for the candi-
date countries. We would all benefit from
enlargement in terms of trade, stability and
prosperity. We should also welcome our
new neighbours to a challenging and hope-

fully mutually beneficial cooperation.

At the same time, we also need to look out-
side the enlarged union, and at our other
neighbours and partners around the Baltic
Sea. Russia's integration into the Baltic Sea
region is of vital importance. However, Nor-
way is also an important partner, not to
mention the Ukraine and potentially Bela-
rus. The three latter are clearly not covered
by the Baltic Sea Rim, but are still essential

when shaping a new and wider Europe.

The challenges ahead

Russia and the enlarged EU have common
borders and many shared interests, not least
commercially. Strengthened cooperation
within the EU/Russia Partnership and Co-

operation Agreement (PCA) is crucial.

—

WTO-membership for Russia should be the
medium-term goal. And we would like to
see people and goods flowing more freely

across our borders in the future.

However, issues like the visa-regime for the
Kaliningrad enclave, its long-term develop-
ment, unreasonably long delays at border
crossings, a lack of direct foreign invest-
ment in parts of Northwest Russia as well as
many other obstacles still need to be ad-
dressed. The EU's Northern Dimension is
an important tool in this regard and a new

action plan has to be approved shortly.

We also have to develop an intelligent and
effective transport infrastructure in the Bal-
tic Sea region to link it effectively with the
rest of Europe. Furthermore, we need to en-
sure a sound, sustainable environment, in-
crease the opportunity for research and
knowledge circulation, create better condi-
tions for business, support active public
participation as well as many other initiati-
ves in order to reinforce the potential for

growth and prosperity in the region.

If we succeed, the Baltic Sea region could
become the new growth centre of Europe as
well as a prime example of effective part-
nership and cooperation. Annual growth
rates of between 4-6 % clearly prove the re-
gion's potential. However, we need to set
the priorities and get the work done if we

want to build on this.

The 4th Annual Baltic

Development Forum Summit

This is the ambition when more than 300
executive decision makers from 1o countri-
es, the European Commission, and various

international and regional organisations
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This year's summit is held at the Copenhagen Business School situated near the centre of Copenha-

gen. The 27,000 mz2 building designed by Vilhelm Lauritzen was taken into use in January 2000 and

includes several institutes, a library and the Copenhagen Business School’s administration.

gather for the 4th Annual Baltic Develop-
ment Forum Summit in Copenhagen, 13-15
October. Within the well-known informal
atmosphere of this forum, the high-level
participants will meet, discuss and network.

This is private-public action at its best.

The list of speakers, moderators, panellists
and participants is impressive. Last year's
summit in St. Petersburg represented a
breakthrough in the efforts of our organisa-
tion to remove barriers and strengthen ties
between countries in the Baltic Sea region.
This year, 200 business leaders, 2 presi-
dents, 4 prime ministers, 6 foreign- trade-
and finance ministers, 100 leading academi-
cs and researchers as well as numerous
journalists will put the Baltic Sea region on
the global agenda for 3 days. In the words of
Baltic Development Forum's chairman,
Uffe Ellemann-Jensen, we will have to
"build new bridges"” in our region. We have
to draw a new "road map” for the region
whilst at the same time ensuring that parti-
cipants are briefed on current developments

and opportunities.

Baltic Development Forum has identified 5
top priorities for the region as presented by
our chairman on the first pages of this pub-
lication. We now have to test the waters, and

let the key players in the region take a stand.

Launch of the Baltic Sea

Research Network

One of our new initiatives this year is the
launch of a special network within Baltic
Development Forum’s "network of net-
works”. At the 4th Annual Summit we shall
launch the Baltic Sea Research Network en-
compassing leading research institutions
around the Baltic Sea, but also from abroad,

like the Harvard Business School.

Research and development is a precondi-
tion for wealth and growth. Researchers
throughout the Baltic Sea region have re-
cognised the importance of exchanging
ideas, viewpoints and results for the benefit
of the societies in the whole region. Howe-
ver, Baltic Development Forum acknowled-
ges a need for further developing the com-

munication between business, politics and

—
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academia. Therefore, we're introducing The
Baltic Sea Research Network.

The network is member-based, and consists
of leading research institutions in the regi-
on committed to subjects of interest for the
Baltic Sea region. The aim of the network is
to link the research environment in the Balt-
ic Sea region even more closely to business

and politics for the benefit of all.

At the summit there will be a special session
dedicated to this new network. We've asked
five leading researchers from the region to
share their views on the need for a network
of this kind, and what the perspectives and
possibilities will be if the network reaches
its full potential. The session will be follow-
ed by a discussion between the panel and

participants.

Baltic Development Forum

increases its member base

During 2002, Baltic Development Forum
has welcomed 12 new members. More than
40 institutional and business members
from Finland, Estonia, Sweden, Latvia, No-
rway, Denmark and Germany are support-
ing our day-to-day work. We are currently
looking to broaden the member base, in-
cluding new members from Poland, Lithua-
nia and Russia. To optimise our work, a
limit of a too members has been establis-

hed. We hope to gradually achieve this goal

through a balanced increase from all over

the region.

The 2003 Summit

Preparations for our fifth annual summit
have already begun. The venue we have cho-
sen for next year's summit will be annou-
nced during the gala opening at the Copen-
hagen City Hall on Sunday 13 October. As
always, we intend to challenge the conclusi-
ons from the previous year during the sum-
mit. We suggest that specific Baltic
Development Forum Round Tables are es-
tablished for more in-depths discussions
on the summit's specialist themes. Further-
more, in the coming year, our chairman will
present the summit's conclusions in diffe-
rent forums in and outside the region. Our
aim is to find the most imperative business

and political themes for next year's summit.

Baltic Development Forum's mission is to
encourage the countries of the Baltic Sea re-
gion to move uniformly forward in advan-
cing the region's growth potential through
new partnership between leaders from bus-

iness, government and academia.

Baltic Development Forum has become a
real factor that political leaders and busi-
ness executives in the region have come to
rely on. We intend to strengthen this positi-
on and continue our mission in the years to

come.



