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As for geographic borders, China’s “One Belt Road” [OBOR] project is a
truly transcontinental and transnational project, as it is supposed to create
closer links between three continents: Asia, Europe and even Africa. The is-
sues under investigation are the economic relations of the Baltic states in
the context of the OBOR project and “16+1" Initiative (transit commerce,
harbours, foreign investment), China and Kazakhstan transit prospects,
Russia and the transit via the Baltic states; the Baltic states and Russian re-
lations; the main geopolitical players and OBOR and “16+1" Initiative.

For compiling the present research paper, the following sources have
been used: internet resources, journalism, scientific articles, and statistical
data.

In the 2006 “The Baltic Times” wrote perceptively: The worlds is a big
place, and the population of the three Baltic states — Estonia, Latvia and
Lithuania — barely matches that of New York City. The Baltic states current
population is 6 million inhabitants. Estonia, Latvia and Lithuania share
common features and a similar history. The Baltic states — China bilateral
relations have not had a long tradition. China established the diplomatic
relations with the Baltic states in 1991. But in the 90s, China was not an
important part of the foreign policy of the Baltic states. After the regain-
ing of independence, the Baltic states governments took upon an ethic and
ideological diplomacy that was not favorable of China.
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The Baltic states follow today the politics of one China, although occa-
sionally there are events causing tension that put this position under doubt.
The Taiwan issues and visits by Dalai Lama fall into this category, permit-
ting some politicians cultural figures, claiming to present public opinion,
put into doubt the mutual interest-based foreign and economic politics."
Despite the fact that at the time of regaining independence Estonia, Latvia
and Lithuania had a similar situation in their relations with China, the fol-
lowing developments differed. The communication of Latvia with Taiwan?
damaged the ability to conduct constructive dialogue with China and both
diplomatic and economic communication between Latvia and China started
to develop at the end of the last decade. Latvias relationship with China suf-
fered disruption when in 2001 president Vaira-Vike Freiberga, with several
prominent officials including the prime minister Andris Berzins and former
president Guntis Ulmanis, decided to meet privately with Dalai Lama.?

The question of Tibet and the situation of human rights in China have
been especially loudly broadcast in Estonia by the leader of the non-parlia-
mentary People’s Unity Party, Kristiina Ojuland, a former Minister of For-
eign Affairs and former member of the European Parliament. In 2010, as
a member of the European Parliament, she put forward a motion to draft
without any delay a mutual policy for the European Union reffering to Ti-
bet. In 2011 she announced that free trade agreement with Taiwan would
serve the trade interests and investments of the European Union, and that
in the longer term perspective the European Union “One-China” policy had
no future whatsoever.* In 2012 the same Ojuland declared that the Europe-
an Union and the wider international community should at a meeting with
Chinese authorities raise the issue of the consequences of nuclear experi-
ments in Uyghur, and demand the alleviation and compensation of damag-
es to public health and the environment.> Estonia’s relationship with China
suffered disruption when in 2011 president Toomas H. Ilves and defence
minister Mart Laar and some Estonian politicians decided to meet with the

! http://eng.Ism.lv/article/politics/politics/support-for-tibet-at-saeima-can-jeopardize-
china-ties.a121225/

2 During the period from 6 November 1991 to 9 March 2004 there was an agreement of
economic cooperation between Larvia and Taiwan. A consul of Taiwan was active in
Riga 1992-1994. Due to this China withdraw its ambassador from Riga.

3 Treated to unpredictable questions in Latvia. In: The Baltic Times 6.28.2001. https://
www.baltictimes.com/news/articles/5132/

* http://www.riigikogu.ee/pressiteated/ojuland-vottis-vastu-hiina-delegatsiooni/,http://
www.delfi.ee/news/paevauudised/eesti/ojuland-uhe-hiina-poliitikal-pole-pikas-per-
spektiivis-tulevikku?id=45012739

5 http://www kristiinaojuland.ee/est/uudisvoog/Ojuland-Euroopa-radioaktiivsed-jaat-
med-ei-tohi-ohustada-teisi-rahvaid
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Dalai Lama who visited Estonia. At this time, it was said that this gather-
ing would have no impact on Estonia’s relations with China. After that Es-
tonian Ministry of Foreign Affairs and diplomats made efforts for years to
try to revive the frozen relations. In September 2014 Chinese government
published a notice stating that Beijing finally accepted the apologies of the
Estonian Government.®

Lithuania’s relationship with China suffered disruption when in 2013
president Dalia Grybauskaite and former president Vytautas Landsbergis
met with the Dalai Lama in the capital Vilnius.” Latest example is the meet-
ing of the Tibet supporting members of Baltic states parliaments with Dalai
Lama in September 2017 in Riga. This meeting was followed by the sug-
gestion of several members of Lithuanian parliament to re-establish the
former Tibetan support group.® In the Estonian parliament, the Tibetan
support group was established in 2011 and the similar one exists in the
Latvian parliament. In March 2016 some parliament members from Esto-
nia, Latvia and Lithuania, together with Tibetan supporters from the three
Baltic states, issued a memorandum that called the Chinese government to
start a dialogue with Dalai Lama.’

The articles written by cultural officials published in press and Inter-
net commentaries, suggest that a certain proportion of Baltic states public
opinion does not support the official “One-China” policy, and disagrees with
the avoidance of the issue of Tibet. The presented arguments are these: the
Baltic states was occupied by the Soviet Union just like Tibet is 'occupied’
by China; the Baltic states should support people 'suffering injustice’; fol-
lowing the policy of “One-China” and remaining silent upon ‘violation of
human rights’ relies on the myth of the 'unlimited Chinese market’ that
empowers the opinion that economic relations with China could be profit-
able for the Baltic states. But it remains unclear how big a proportion of the
population of the Baltic states supports the few irresponsible’s cultural of-
ficials and politician views on Taiwan and Tibet. No public opinion poll on
how the Baltic states people see or what they think about Tibet, Taiwan has
ever been conducted to the knowledge of the present author.

6 China: relations with Estonia have been normalised again. In: The Baltic Course Sep-
tember 29, 2014. http://www.baltic-course.com/eng/legislation/?doc=96920

7 http://www.fmprc.gov.cn/mfa_eng/xwfw_665399/s2510_665401/t1236159.shtml

8 http://www.tibetanreview.net/tibet-friendship-group-to-be-set-up-in-lithuanias-par-
liament/; http://tibet.ca/en/library/wtn/13396

9 http://tibet.net/2016/03/joint-statement-by-members-of-parliament-and-tibetan-
supporters-of-the-baltic-states-on-sino-tibetan-dialogue/
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RUSSIA AND THE TRANSIT VIA
THE BALTIC STATES

After the restoration of Baltic states independence the principle vision of
the country’s development shaped up as the concept of “bridge” between
East and West. Transit makes a significant contribution to the budget of
many transit countries. At the end of the 1990s, some experts estimated
the contribution of transit in the GDP of the Baltic states at nearly 30% and
predicted its growth even to 50% by the end of the century. Due to the Bal-
tic states modest natural resource base and its strategic location between
the EU and large markets to the East, the role of the transport sector in the
Baltic states economy is very important. The official national accounts dis-
tinguish 16 fields of activity on the production side of the gross domestic
product. According to various sources the transportation constitutes nowa-
days 7-13% of the Baltic states GDP."

There are five main ports in the Baltics: Klaipéda in Lithuania, Riga,
Ventspils and Liepaja in Latvia and Tallinn in Estonia. From 2000 to 2013
the carriage of cargo in the four ports increased from 97 million tons to 132
million tons. The carriage of cargo in Riga grew 2,7 times and in Klaipéda
1,9 times during this period. The carriage of cargo in Tallinn remained the
same while that of Ventspils diminished by 18 percent. The leading position
also changed during this period: in 2000 the leaders by the amount of cargo
were Tallinn and Ventspils, by 2013 the leaders were Riga and Klaipéda.
The diminishing of the cargo capacity during the period in Ventspils and
Tallinn was related to reductions of transhipment of Russian oil and oil
products. It is worth mentioning that for some Baltic ports (for example,
Ventspils and Riga) the status of free economic zone has been granted mak-
ing the harbour territory a tax free zone, the investors starting their activi-
ties there will receive the status of licensed companies which permits them
to gain direct and indirect tax advantages."!

10 http://www.enterpriselithuania.com/en/transport-and-logistics;  http://www.euromig.

com/transport-business-in-lithuania/;http://www.liaa.gov.lv/en/trade/industry-profiles/
transit-and-logistics; https://ru.sputniknewslv.com/trend/transit-rus-lat-26052017/
[Tomopsko I'M., Haraea O.C. BO3MOXHOCTH ¥ OTpaHHYEHHst pealn3alliy KpymnHomac-
ITabHOTO MHBECTHIIMOHHOTO MTPOEKTa B HOBBIX SKOHOMHYECKHUX YCJIOBHsX Ha ITPHUMe-
pe Mopckoro nopra Ycre-JIyra. [Opportunities and Challenges of Large Investment
Projects in the New Economy: The Port of Ust-Lugal. In: Bantuiickuit perios, 3,
2015, 93. http://cyberleninka.ru/article/n/vozmozhnosti-i-ogranicheniya-realizatsii-
krupnomasshtabnogo-investitsionnogo-proekta-v-novyh-ekonomicheskih-usloviyah-
na-primere

1
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Presently the transit of Russia to Kaliningrad via Lithuania, the transit
of oil produce from Belorussia via Lithuanian, Latvian and Estonian ports,
and more widely any transit via the three Baltic states is under threat. Since
Russia has developed its ports in the Baltic Sea and increased the capacity
of the railroad network in the Leningrad Region, the railroads and ports
of the Baltic states have lost a considerable amount of the Russian transit.
From 2014 all the Baltic ports have a serious competitor, the Ust-Luga port,
which is situated in the Gulf of Finland, close to the European Union border
and remains virtually ice-free around the year. It is the only Russian port in
the Baltic Sea that is capable of receiving ships with a capacity up to 16 000
TEU-s'2."3 The port is the termination point for the oil pipe FTC-2"* (The
Baltic Pipeline System-2)."> The Ust-Luga port has 18 terminals, including
transhipment terminals, warehouse facilities etc. According to the Russian
sources the bulk of cargo shipments via Ust-Luga port grew in 2015 by 16
percent, the cargo shipment in total by 87,9 million tonne. The Ust-Luga
port holds 19,1 percent of the market share of the cargo shipments of all
the ports situated on the eastern coast of Baltic Sea.'® In comparison the
amount of cargo shipments of the Tallinn Port in 2015 diminished in com-
parison with 2014 by 21 percent. The reduction in all Estonian ports in total
by 17,7 percent. The total fall of the cargo shipments volume in all Baltic
ports in 2015 in comparison with 2014 was 5,5 percent.'” In 2015 the level
of the amount of cargo shipments at the larger ports of the Eastern coast
of Baltic Sea remained at the level of 2014 but the growth of the previous
years has stopped. In comparison with different countries the cargo ship-
ment amounts grew in Russian and Polish ports and of the Baltic ports in
Lithuania. As a result the Tallinn Port dropped from seventh to eighth (by

1220 feet sea (shipping) container. TEU — twenty-foor equivalent unit.

13 The ports of the Baltic countries are able to receive ships with capacity of 4000-
6000 TEU. See. Tatjana Jerjomina. The transit of containers and Estonian opportu-
nities. Conference of transit Transestonia 2010. http://www.transestonia.ee/index.
php?lang=est&main_id=166; file:///C:/Users/M/Downloads/2010051810512020.pdf

14 Russian oil transport system operated by the oil pipeline company Transneft.

> ExaTepuHa berpkoBa. I'py3oodopot nopTros banTuku: kiouessre TeHaeHIuu 2014 roga.
http://mpoBag.pd/analytics/research/19841-gpuzoobopot-poptov-baltiki-klyuchevye-
tendentsii-2014-goda.html; see also I'py3060poT poccuitckux NOpToB banTHKU pacTeT
Ha ynodpenus u 3epHe http://www.dp.ru/a/2016/06/13/Zerno_i_udobrenija_tesnjat/
vt ka http://uecs.ru/marketing/item/3580-2015-06-22-06-56-53?pop=1&tmpl=compo
nent&print=1

16 ®pyncangp Hocosuu. ITpubanTtyka noTepsia pocCUitCKuit TpaH3uT. http://www.rubaltic.
ru/article/ekonomika-i-biznes/190416-tranzit/

7 Tallinn Port. Analysis of operating results 2015; Tallinn Port. Analysis of operating re-
sults 2015. file:///C:/Users/M/Downloads/2015_Tegevustulemuste_analyys.pdf
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cargo volume) among the larger Baltic Sea ports holding a market share of
4,9 percent.

Russia has announced their intention to build at least five more termi-
nals in the Ust-Luga Port by 2018 and they estimate the volume of ship-
ments to be 180 million tons. Russia has also declared that they intend to
modernise Primorsk Port, situated near Vyborg in the Finnish Gulf. The
port is the termination point for the oil pipe FTC-1 (The Baltic Pipeline Sys-
tem-1). In 2013, 63,8 million tons of oil and oil products were loaded in Pri-
morsk Port. The plan is to build a cargo loading area «Bwicokunckuii» to Pri-
morsk Port for loading containers, bulk substances and exceptional cargo
in projected volume up to 50 million tons.'® The cargo turnover of the Rus-
sian ports situated in the Finnish Gulf, Ust-Luga, Primorsk and St. Peters-
burg, was 230,7 million tons in 2015. By comparison the volume of cargo in
the four Baltic ports listed above was 151,5 million tons in 2015.

According to the report of PriceWaterhouseCoopers, the amount of cargo
passing through Estonia diminished from 2005 to 2015 by 50 percent, the
cargo transportation in the ports by 26 percent and on the railroads by 68
percent. In 2015 the Russian transit passing through Estonian, Latvian and
Lithuanian ports amounted to 52.71 million tons, in 2016 to 42.5 million
tons. In October 2016 the company Tpancredw announced that they intend
to cease the export of their goods via the ports of the Baltic states in 2018.
According to Pocmoppeugnotia (The Federal Agency for Maritime and Riv-
er Transport) the capacity of goods and cargo in the ports of North-West
Russia must increase to 60 million tons by 2020. Additional cargo, 25 mil-
lion tons, should be rerouted from the ports of the Baltic states. This would
mean that the Baltic ports will lose approximately 60 percent of the cargo

'®  ExaTepuHa BripkoBa. I'py30060poT nopToB BanTuku: Kiouessie TeHAeHuun 2014 roga.
http://mpoBazn.pd/analytics/research/19841-gpuzoobopot-poptov-baltiki-klyuchevye-
tendentsii-2014-goda.html
I1. E. XKeneskoBa. ddexkTuBHOCTs DYHKLHUOHUPOBAHUs NMOPTOB cTpaH bantun (The
efficiency of functioning of the Baltic countries ports). http://uecs.ru/marketing/
item/3580-2015-06-22-06-56-53?pop=1&tmpl=component&print=1
http:// I'py30000pOT pOCCUIICKUX TOPTOB BaNTHKHU pacTeT Ha yAOOPEHUIX U 3epPHE. WWW.
dp.ru/a/2016/06/13/Zerno_i_udobrenija_tesnjat; S. Lachinsky, I. Semenova. Saint Pe-
tersburg as a Global Coastal City: Positioning in the Baltic Region. https://cyberlen-
inka.ru/article/n/pozitsionirovanie-mirovogo-primorskogo-goroda-sankt-peterburga-
v-baltiyskom-regione ; http://www.russianports.ru/
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that they still have today.'® By 2020 another 60 percent of Russian transit
passing through the Baltic states may disappear.?

In case of the Kaliningrad enclave the issue is of strategic importance
for Russia since during the NATO exercises the blocking of Kaliningrad
enclave was practiced. As an alternative, Russia intends to develop marine
transport to service Kaliningrad. For this purpose three additional ferry
boats will be added to the route between Baltiysk and Ust-Luga. Each of
these ferries should accommodate 66 railroad wagons, vehicles and pas-
sengers. At the moment there are two ferries running between Baltiysk and
Ust-Luga with the transportation capacity of approximately one million
tons of cargo per annum.?! This mean that Klaipéda port would significant-
ly lose the amount of Russian cargo passing through Lithuania.

In autumn 2017 Russia demanded that Belorussia should transfer from
the Baltic ports to the Russian ports (Ust-Luga and Primorsk) the oil prod-
ucts processed from the Russian oil that has so far been transported via
the Baltic ports: approximately 12 000 tons per annum.?” The Russian rail-
roads also lowered the charges for the Belorussian oil cargo. Russia has
announced that it cannot leave unanswered the anti-Russia rhetoric of
the Baltic states caused by the context of anti-Russian sanctions and Nord
Stream Two gas pipe project.?

19 http://rusnext.ru/news/1501619539; https://ru.sputniknewslv.com/economy/201710-
17/6189899/Latvija-otkladyvaet-pohorony-tranzita.html; http://u-f.ru/news/econom-
ics/u9/2017/10/29/246305?utm_referrer=https%3A%2F%2Fzen.yandex.com; https://
ru.sputniknewslv.com/economy/20171013/6157479/Jeksperty-povoda-dlja-optimiz-
ma-tranzitnoj-otrasli-Latvii-net.html?utm_referrer=https%3A%2F%2Fzen.yandex.
com

20 https://ru.sputniknewslv.com/economy/20171013/6157479/Jeksperty-povoda-dlja-
optimizma-tranzitnoj-otrasli-Latvii-net.html?utm_referrer=https%3A%2F%2Fzen.
yandex.com

# https://ru.sputniknewslv.com/world/20171025/6269276/Litva-poshla-konflikt-EK-
sosedjami-radi-kaliningradskogo-tranzita.html?utm_referrer=https%3A%2F%2Fzen.
yandex.com

2 http://u-f.ru/news/economics/u9/2017/10/22/246091?utm_referrer=https%3A
%2F%2Fzen.yandex.com; https://newinform.com/75836-tranzitnaya-dominaci-
ya-novye-pravila-rf-vyshvyrnut-pribaltiku-s-rynka?utm_source=24smi&utm_
medium=referral&utm_term=2581&utm_content=1282002&utm_campaign=2582;
https://ru.sputniknewslv.com/economy/20171023/6241923/Ventspils-mozhet-lishit-
sja-belorusskih-nefteproduktov-v-jetom-godu.html?utm_referrer=https%3A%2F%2
Fzen.yandex.com; https://ru.sputniknewslv.com/economy/20171020/6221598/Mjer-
Rezekne-Latvija-nuzhna-tranzite-kak-appendicit-vpishhevarenii.html?utm_referrer=
https%3A%2F%2Fzen.yandex.com;

23 Poland, the Baltic states and Denmark demanded, that the European Union should
abandon this project. The reasons given by the above mentioned countries are: the gas
supplies of Russia are a threat to European energy security, the project is of political
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The transit of the Belorussian oil products into the Russian ports
would significantly diminish the amount of cargo passing through Vent-
spils (Latvia) and Klaipéda (Lithuania) ports. In addition, it would enable
Russia to compensate in some capacity the losses caused by the Western
sanctions, and some revenge for the Baltic states whose leadership partici-
pated actively in imposing the sanctions against Russia.?* If the Baltic states
stop the anti-Russian rhetoric and make far reaching political concessions
to Russia, then it would not be very likely that the capacity of Russian tran-
sit on the Baltic railroads and in the Baltic ports would remain the same or
grow.

Table 1. Comparison of the trading volume of the Eastern
Baltic ports 1996—2016 million of tons

Harbours 1996 | 2005 | 2015 | 2016 gr"l‘)“:;/ f;gg/‘;ig:‘;“g’
Harbours RF, total 9,9 134,5 230,2 236,5 +23,9
including
Sankt Petersburg 8,3 57,5 51,5 48,6 +5,8
Ust-Luga - 0,7 87,9 93,3 -
Primorsk - 57,3 59,1 64,4 -
Vysotsk - 3,5 17,5 171 -
Vyburg - 0,9 1,5 1,4 -
Kaliningrad 1,6 14,6 12,7 11,7 +7,3

not of economic or commercial nature, and carrying out the project has negative in-
fluences on the environment. The real reasons are the interests of the U.S., to prevent
the cutting off of Ukraine from the Russian oil transit and the wish of these opposing
countries to gain for themselves some profit from the Russian gas transit. See http://
expert.ru/2017/10/18/stali-izvestnyi-stranyi-es-vyistupivshie-protiv-severnogo-po-
toka-2-na-sammite-v-bryussele/?utm_referrer=https%3A%2F%2Fzen.yandex.com;
https://majandus24.postimees.ee/4106047/balti-riikide-peaministrid-on-resoluutsed-
nord-stream-2-on-poliitiline-projekt
https://zen.yandex.ru/media/id/59df49549d5cb3f8dedf04ed/baltochernomorskii-soi-
uz-pogubit-ukrainu--59e5ed21a8673153775b1c78?

2 https://ru.sputniknewslv.com/radio/20171019/6211065/Kovalev-Rossija-budet-za-
gruzhat-svoi-porty-ne-kormit-Latviju.html; https://russian.rt.com/russia/article/42-
5934-kaliningrad-pribaltika-tranzit?utm_referrer=https%3A%2F%2Fzen.yandex.com

% http://www.baltic-course.com/rus/good_for_business/?doc=133102
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Harbours of the
Baltic states, 73,6 126,7 1344 137,4 +1,9
TOTAL
including
E“"%"T”A{"m 140 | 401 | 277 | 264 +1,9
Tallinn (Estonia) 14,0 39,5 22,4 20,1 +1,4
Sillamade - 0,6 5,3 6,3 -
Latvian Ports TOTAL 44,8 58,7 68,2 61,6 +1,4
Riga 7,5 24,4 40,1 371 +4,9
Ventspils 35,7 29,8 22,5 18,8 -1,9
Liepaja 1,6 45 5,6 5,7 +3,5
Hihuananports |48 | 279 | 472 | 494 +3,3
Klaipéda 14,8 21,8 38,5 40,1 +2,7
Butinga - 6,1 8,7 9,3 -
Agalifi':zt‘;ft:‘e 83,5 | 261,2 | 363,6 | 3739 +4,5

THE BALTIC STATES AS A CORRIDOR OF TRANSIT,
CHINA AND KAZAKHSTAN TRANSIT
PROSPECTS

Based on the previous projections, the Baltic states actively search for alter-
native income. One of these is the transit transportation of Chinese, Kaza-
kh, Iranian and Belorussian goods. If marine based transportation of goods
from China to Europe takes on average 40 to 45 days, then on railroads it
would take approximately 15 days.

On October 16™, 2017 the first train from China, consisting of 41 con-
tainers, reached Riga. The train started its journey from Urumgi in China
and reached the port in Riga via Kazakhstan and Russia. A so-called test
container train from China reached Riga a year earlier, in November 2016.
In relation to the train that arrived on October, 16™ it was announced that
it was mainly for the transit of Kazakh goods. In December 2010 the Kaza-
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khstan government launched the establishment of a special economic zone
Xopioc — Boctmounvie gopoitia (KTZE-Khorgos Gateway).”* The aim of the
company is to develop an effective transportation, logistic and industrial
hub by 2035 which would ensure the export of the goods and realise the
transit potential of Kazakhstan.? On September 29™, 2017 the represent-
atives of Latvian and Kazakhstan railways signed a strategic partnership
memorandum in which the parties declare that they would continue active
collaboration in order to increase transcontinental container transporta-
tions on the “Silk Road” route and to create a multi-logistic link. Should
this project work the goods exchange of Latvia and Kazakhstan would in-
crease up to EUR 500 million instead of EUR 200-250 million, so far.?® It is
estimated that 200,000 containers from Kazakhstan could pass through the
Latvian ports annually. In 2017, during the eight month period, the trans-
port of goods between Latvia and Kazakhstan increased by 19 percent com-
paring to the same time period in 2016, from 324.4 thousand tons to 386.1
thousand tons.

Latvia intends to create an industrial park in Riga that would be analo-
gous to the Chinese-Belorussian park and special economic zone created
in Belorussia, the «Benukuii kamen» (“The Great Stone”). According to the
plan, a terminal, logistic park and appropriate infrastructure will be built at
the Riga port and airport for servicing the Chinese goods. The realisation of
the project will take place in cooperation with Duisburg port in Germany.*
At present, it remains unclear whether the container cargoes from Kaza-
khstan and China to Latvia will become regular. Presently, the container
cargoes from China cannot replace the quickly diminishing cargoes of Rus-
sia: if it is about one Chinese container train per month to Riga that con-
tains 52 to 58 wagons, it amounts to 3,000 to 3,500 tons, but if it is about
the Russian coal, it amounts to ten such trains each day. It would mean ten
times as much transit cargoes each day, not each month. 3°

% http://en.khorgosgateway.com/

27 http://www.la.lv/kazahstana-izvelas-latviju-par-galveno-kravu-logistikas-mezglu-balti-
ja; http://www.mcps-khorgos.kz/sez_ptez; http://www.mcps-khorgos.kz/sites/default/
files/1.pdf

2 http://www.baltic-course.com/rus/good_for_business/?doc=134024

% https://ru.sputniknewslv.com/economy/20171026/6277596/Matiss-kitajskom-tran-
zite-uchitsja-Minska-ili-otzhat-chast-FRG.html; http://rus.lsm.lv/statja/analitika/ana-
litika/kitayci-nikomu-nichego-ne-darjat-im-nuzhno-delat-vigodnie-predlozhenija-ek-
sperti.a254967/

%0 https://ru.sputniknewslv.com/economy/20171023/6246488/Berzinsh-Latvija-uvazha-
et-strategiju-RF-po-portam-predlagaet-kooperaciju.html?utm_referrer=https%3A%?2
F%Z2Fzen.yandex.com
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Latvia has also announced that they should occupy a place in the Indo-
Iranian Transport Corridor and for this purpose cooperate with Russia,
Azerbaijan and Iran. The Russian company Tpanckoniieiinep (TransCon-
tainer) has already developed a base in the port of Bandar Abbas, in Iran.
According to the plan the North-South transit corridor should become as
profitable project for the Latvian railroads as the Chinese destination, and
it would mean that thousands of trains from India would arrive in Latvia
where the cargo is handled and reloaded to be despatched to Europe. Cer-
tain signs of Iranian interest towards Latvian railroads and ports do exist,
while the participation of an Iranian delegation at a transit conference at
Riga can be taken as a sign.*!

Lithuania and Estonia as well would like to service the cargo transit
from Kazakhstan and China. Lithuania intends to build a logistics centre
in Kaunas, where the transit cargo would move to the port of Klaipéda.*?
Lithuanian plans to recover Klaipéda seaport should be considered in com-
bination with Beijing’s interest in building up the Croatian port of Rijeka,
the Southernmost tip of the Adriatic-Baltic-Black Sea Initiative, and with
the potential connection between the new iron “Silk Road” and the Baltic
coast. Cooperation agreement between the ports of Klaipéda and Shenzhen
are already signed.*

Latvia and Estonia could perhaps hope to attract the portion of tran-
sit cargo that should move from China to Scandinavia and could therefore
help to avoid sending the goods for Scandinavia via Belorussia and Poland
to the Duisburg logistic centre in Germany.3

In the case of the Baltic states, the transit of Chinese goods has come
to fore in relation to the Rail Baltic project, according to which a railroad
with 1,435 millimetre rail gauge will be built from Tallinn to Berlin. It is a
joint project of Estonia, Latvia and Lithuania and should be financed by the
European Union. The building of the railway is planned to start in 2020.
The Chinese national railroad company China Railway Construction Limited
has announced its interest in the big scale projects of the European Union,
including Rail Baltic.* In the second stage of Rail Baltic, the undersea rail

3t https://ru.sputniknewslv.com/Latvia/20171019/6214255/Shlesers-skazal-Shlesers-
sdelal-Latvija-poluchila-vyhod-Kaliningrad.html

32 http://rus.lsm.lv/statja/novosti/ekonomika/govorit-o-nachale-kitayskogo-tranzita-
cherez-latviyu-esche-rano-uchastniki-otrasli.a254050/

33 See http://www.portofklaipeda.lt/uploads/sutartys/China%20Merchants%20Holdings
%20(International)%20Company%20Limited.pdf

3 https://ru.sputniknewslv.com/economy/20171016/6176304/Latvija-boretsja-kitajskij-
tranzit-pervogo-poezda-zhdali-god.html

% https://majandus24.postimees.ee/4130619/hiina-raudteehiid-on-huvitatud-rail-bal-
ticu-arendamisest;  http://www.aripaev.ee/uudised/2013/11/26/hiina-on-huvitatud-
rail-balticust
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tunnel of 90 kilometres would be built between Tallinn and Helsinki. This
would be a joint project of Estonia and Finland.* Research into the costs,
cost benefits and technical solutions of the tunnel have begun. Procure-
ments for projects and building of Rail Baltic have not began yet.

There are no significant results towards establishing the transit corri-
dor through Estonia. An analyst of Estonian LHV bank poignantly said that
at present not even 0.2 percentage of Chinese goods reaches the European
Union via Estonia and less than 0.1 percentage of European exports goes
to China.*”

FOREIGN INVESTMENTS AND TRADE

According to the 2014 statistics of Estonian, Latvian and Lithuanian cen-
tral banks, 16 countries have invested more than EUR 0.5 billion into the
Baltic states. Among them are 15 European countries, including Russia,
Norway and Switzerland. The leading position in investments is held by
Sweden who alone, according to the data of 2014, made up 25.4 percent of
Lithuanian, 21.7 percent of Latvian and 26.5 percent of Estonian total for-
eign investments (EUR 9.794 billion in total into the three Baltic states).
When looking at the three Baltic states separately, then Finnish investors
have been most active in Estonia: 21.7 percent of all foreign investments.
The proportion of Finnish investors in the Latvian and Lithuanian economy
is 2.3 and 5.0 percent respectively (the three states in total EUR 4.282 bil-
lion). Finland is followed by the Netherlands, whose investments comprise
of the total foreign investments made into the Baltic states 9.2 percent of
Lithuanian, 8.2 percent of Latvian and 11.3 percent of Estonian foreign in-
vestments. Outside the European Union the biggest investors into Estonia
are Norway and Russia (both approximately 5 percent of all the foreign in-
vestments).

The foreign investments made into Estonia comprised at the end of
2014 altogether nearly EUR 36 billion. Out of these, 55 percent were di-
rect investments, followed by other investments (39 percent). The remain-
ing were portfolio investments, derivative instruments (excluding reserves)
and employee stock options. The foreign investors have invested in Estonia

% https://www.railway-technology.com/projects/helsinki-tallinn-railway-tunnel-gulf-
of-finland/; https://tallinncity.postimees.ee/4287175/ministeerium-tallinna-helsingi-
tunnel-tuleb-niikuinii

37 Heido Vitsur. With or without China? LHV finantsportaal 26.8. 2016. http://lhv.delfi.
ee/news/5035370?locale=et
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mainly into providing financial services (36% of the whole position), in a
small volume — the real estate related activities (9%), wholesale (7%) and
office activities (5%). As for foreign investment in Estonia, Sweden and Fin-
land together comprise 39 percent, followed by Germany, Netherlands and
UK 5-7%.%

The investments coming from Sweden are mostly directed into the
banking sector, Baltic states branches of Swedish banks: Skandinaviska En-
skilda Banken AB, Swedbank and Luminor®® Bank. The Finnish investments
are more diverse and spread along various sectors. The amount of enter-
prises registered in Estonia but owned by Finns is almost 5,000. An equal
share of one quarter of Finnish investments is targeted on the processing
industry and real estate sector, and almost a 20 % into the retail and whole-
sale sector. As for the Netherland, fourth is targeted into real estate and a
fifth into transport and warehousing. The Russian investors have allocated
more than a quarter of their investments into the retail and wholesale sec-
tor and a fifth into real estate and financial services. Half of the Norwegian
investments go into the retail and wholesale sector.* At the moment Es-
tonia, compared to other European countries, has remained in the back-
ground as a destination for foreign investments.

The Baltic states together make only a small fraction of China’s total
FDIinvestment. The largest recipient of China’s outward investments dur-
ing the recent years was Lithuania. It accounts for more than 75 present
of Chinese FDI investment in the Baltic states. According to the Estonian
Bank the position of Chinese FDI into Estonia in 2013 was EUR 3 mil-
lion. Comparison of 2012-13 China’s outward FDI to Estonia fell from
US$ 7.5 million to US$ 3.5 million and remains in this level until 2014.
Chinas investment in Latvia is quite poor. It stands at US$ 0.54 million
since 2009.

3 See information on economy and investments: http://estonia.eu/about-estonia/econ-
omy-a-it/economy-in-numbers.html; file:///C:/Users/M/Downloads/mbaastaraamat_
2014_est.pdf

39 Swedish, Finnish and Danish bank

40 Made in Estonia 3.0 The Estonian foreign investments and export action plan for the
years 2014-2017 for increasing the export capacity of Estonian companies and involv-
ing foreign investments. Tallinn, 2014.
https://www.mkm.ee/MIE3/download/made_in_estonia_3.0.pdf; https://www.mkm.
ee/sites/default/files/mie_3.0_english_version.pdf
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Table 2. China’s FDI investment in the Baltic states,
millions of US$*

2011 2012 2013 2014

Estonia 7.5 3.5 3.0 3.5
Latvia 0.54 0.54 0.54 0.54
Lithuania 3.93 6.97 12.48 12.48

Acording to the Chinese report in the UNCTAD*? database, the Baltic states
have made no investment in China so far.** But according to the Estonian
and Latvian sources investments made to China on behalf of Estonia com-
prised EUR 2.9 million in 2013, and on behalf of Latvia comprised EUR 1.0
million in 2016.*

The investments of Scandinavian countries into Estonia and Lithuania
permit a claim that Scandinavian capital has suppressed the capital of other
countries in this area and achieved a monopoly status. For the foreign in-
vestors who have invested into the processing industry in the Baltic states
the main incentive has been the cheap workforce. This advantage is starting
to disappear due to resources becoming more expensive. Because of invest-
ments the Baltic states will require specialists with different qualifications.
Internally the number of them is limited. But the work age population in
the Baltic states diminishes due to low natural growth, high mortality rate,
aging of the population and migration.*® Over the last 27 years (beginning

1 See Joné Kalendiné, Violeta Pukeliené and Midaugas Dapkus. Nordic-Baltic Countries
and China: Trends in Trade and Investment. In: The New Silk Road: China Meets Europe
in the Baltic Sea Region, 68. https://www.researchgate.net/publication/317156119_
Nordic-Baltic_Countries_and_China_Trends_in_Trade_and_Investment_A_Business_
Perspective

42 United Nations Conference on Trade and Development.

1 Joné Kalending, Violeta Pukeliené and Midaugas Dapkus. Nordic-Baltic Countries and
China: Trends in Trade and Investment, 85. https://www.researchgate.net/publica-
tion/317156119_Nordic-Baltic_Countries_and_China_Trends_in_Trade_and_Invest-
ment_A_Business_Perspective

4 Latvijas Maksdjumu Bilance. Latvija's Balance of Payments. Latvijas Banka, 2016, 49.

%5 Made in Estonia 3.0 The Estonian foreign investments and export action plan for the
years 2014-2017 for increasing the export capacity of Estonian companies and involv-
ing foreign investments. Tallinn, 2014.
https://www.mkm.ee/MIE3/download/made_in_estonia_3.0.pdf;SeealsoGordonF.Sand-
ers. Latvia, a dissapearing nations. https://www.politico.eu/article/latvia-a-disappearing-
nation-migration-population-decline/?kmi=V2FeoxIIKY%2FYMyOfEatnZVZyKfk%3D
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of 1991 — beginning of 2018), Latvia population declined by 700,000, Esto-
nian by 250,000 and Lithuanian by 900,000.%

Henceforth, bringing in foreign competence cannot be avoided. In the
context of future investment, it should be mentioned that for several trans-
national corporations the Baltic states small-sized internal market does not
create a stimulus despite the low local protection barriers, and the corpo-
rations are not interested in establishing their subsidiary manufacturing
companies or service offering branches here.

For the reasons described above the exporting capabilities of Baltic
states enterprises and the possibilities for involving foreign capital are sig-
nificantly limited.

The Baltic economies are small: their domestic market is not big. This
is the major reason for low bilateral trade between the China and the Baltic
sates. Biggest threats to the Baltic states while trading with China is big dis-
balance.?” Due to the sanctions on Russia and Russian counter sanctions,
Estonia and other Baltic states started to look for new markets for their
agricultural products. In this context the issue of selling the Baltic states
agricultural products to China has come into focus especially during the
past two years. An example of this is the optimistic announcement of the
Ministry of Agriculture from June 2014, that export of agricultural prod-
ucts between Estonia and China is rising which is proven by the fact that in
2013 the amount of food products sold in China exceeded for the first time
EUR 10 million. But the main agricultural export article of Estonia sold to
Chinese market today is frozen blueberries (more than 80% of agricultural
products exported to China). Furthermore, thera are also various fish prod-
ucts, shrimps and honey is sold to China.*

THE BALTIC STATES AND RUSSIAN
RELATIONS

Russian Federation, a state beside the Baltic states holding abundant natu-
ral resources, has notable economic and military potential. Due to this it

1 http://www.csb.gov.lv/sites/default/files/nr_04_latvia_statistics_in_brief_2017_17_
00_en.pdf; http://www.worldometers.info/world-population/latvia-population/; ht-
tps://www.stat.ee/pressiteade-2017-008; http://web.zone.ee/stemugram/failid/eesti-
rahvaarv.html; https://www.stat.ee/stat-rahvaarv-aasta-alguses; http://countrymeters.
info/en/Lithuania#population_2018

47 See Maksebilanssi aastaraamat 2016. Eesti Pank, 2017, 11; file:///C:/Users/M/Desk-
top/Hiina_2017/2017.02.10_Kinija_EN.pdf

48 https://maablogi.wordpress.com/2014/06/12/millist-toitu-eesti-hiinasse-viib/
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is a great power having vast economic, military and political interests in
the Baltic Sea region, and affects, based on this, a great and multi-layered
(political, economic, cultural, security etc) influence on the Baltic states.
These interests are visible, although several great states refuse to recognise
them.*® As early mentioned the economic interests of Russia are based on
the fact that a significant proportion of Russian foreign trade with Europe,
USA, Canada and Cuba is going through the Baltic Sea ports (2013-2014 up
to 40 percent). The Kaliningrad enclave is supplied via the Baltic Sea and
the gas pipe to Germany (Nord Stream) goes via the Baltic Sea. In the Rus-
sian doctrine of foreign policy accepted in 2013, Baltic states are not men-
tioned directly but the document mentions developing relations with the
European Union. It is assumed that the participation of Russia in the Coun-
cil of Baltic Sea states has great importance for Russia. Russia will continue
to claim the utilisation of the potential of the project the Northern Dimen-
sion®? since it is seen as the basis of North European regional cooperation. >
The Northern Dimension is a joint policy between four equal partners — the
European Union, Russia, Norway and Iceland — regarding the cross-border
and external policies geographically covering North-West Russia, the Bal-
tic Sea and the Arctic regions, including the Barents region. Even though
Russia has remained constrained by the Western sanctions still in force, its
assertiveness and activity in the Baltic region has not decreased.

Problems in the relations between the Baltic states and Russia: The rea-
sons for the Russia and the Baltic states tense relations: Historical conflict,
citizenship politics (only in Latvian and Estonian case), the active participa-
tion of the Baltic states in the Eastern Partnership programme®?, Ukrainian
crisis, placing of NATO units and weaponry continuously into the Baltics
(i.e close vicinity of the Russian territory), Russian sanctions.

%9 See also Andrey Makarychev, Alexander Sergunin. Russia’s role in regional coopera-
tion and the EU Strategy for the Baltic Sea Region (EUSBSR). In: Journal of the Baltic
Studies Vol.48, 4, 2017, 465-477.

% The Northern Dimension is a joint policy between four equal partners — the European
Union, Russia, Norway and Iceland — regarding the cross-border and external policies
geographically covering North-West Russia, the Baltic Sea and the Arctic regions, in-
cluding the Barents region.

>t KoHuemnuus BHELIHeil MOMUTUKU Poccuitckoit ®enepauun Yiigepygena ITpe3ugeniiom
Poccuiickoii @egepavuu B.B. Iyiunvm 12 ¢espans 2013 1.http://archive.mid.ru/brp_
4.nsf/0/6D84DDEDEDBF7DA644257B160051BF7F

2 The Eastern Partnership (EaP) is a joint initiative involving the EU, its Member states
and six Eastern European Partners: Armenia, Azerbaijan, Belarus, Georgia, the Repub-
lic of Moldova and Ukraine.
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Non-citizens. A large proportion of Russians living in Estonia and Latvia
are not Estonian or Latvian citizens. After becoming independent (1991)
Lithuania, unlike Estonia and Latvia, offered citizenship to everybody
living on their territory at the time of the dissolution of the Soviet Un-
ion. Estonia considered the people who had arrived after 1940 to be for-
eign citizens (vdilismaalased), whereas Latvia treated them as non-citizens
(nepilsoni) which left Latvia with wider opportunities to interpret the sta-
tus of the Russian speaking minority. In 2015 there were 365,000 Russian
speaking inhabitants in Estonia, among them approximately 120,000 Rus-
sian citizens and approximately 81,000 persons without citizenship.>* The
latter holding the alien’s passport have no right to participate in the parlia-
mentary elections.

Latvia has presently 1.9 million inhabitants among them 55,000 Rus-
sian citizens. According to the population census, in July 2017, there were
237,759 non-citizens living in Latvia or 11.23% of Latvian residents.>* The
non-citizens of Latvia have no right to participate in parliamentary and lo-
cal elections. They also have no right to work in government offices as civil
servants. The non-citizens pension rights are limited and non-citizens are
exempt from military service. Non-citizens may naturalize provided that
they have been permanent residents of Latvia for at least 5 years, demon-
strate Latvian language competency, correctly answer questions regarding
Latvia's Constitution and history — including that it was occupied by the
Soviet Union.>

Russia has through the years on several occasions raised the question
of Russian-speaking persons in Latvia and Estonia. Criticism concerning
Latvian and Estonian citizenship policies has been expressed by the OSCE
Parliamentary Assembly, Amnesty International, European Union Com-
mission. Non-citizens are named as an example of problems of statelessness
by Commissioner for Human Rights, and the UN Special Rapporteur.>*

% file:///C:/Users/M/Downloads/Eesti_statistika_aastaraamat._2015.pdf;  http://www.
pealinn.ee/newset/kristina-kallas-eesti-kodakondsus-halli-passi-omanikke-ei-vaimus-
ta-n155223; http://www.ohtuleht.ee/754225/halli-passi-omanike-arv-on-10-aastaga-
vahenenud-45-000-vorra

% See http://www.csb.gov.lv/sites/default/files/nr_04_latvia_statistics_in_brief 2017_17_
00_en.pdf
https://www.revolvy.com/main/index.php?s=Non-citizens%20(Latvia)&item_
type=topic&sr=100

% https://www.revolvy.com/main/index.php?s=Non-citizens%20(Latvia)&item_
type=topic&sr=100

6 https://ru.sputniknewslv.com/Latvia/20171009/6110143/Riekstinsh-Latvija-vypolnja-
et-objazatelstva-pered-russkojazychnymi.html?utm_referrer=https%3A%2F%2Fzen.
yandex.com; Keno Verseck. Angst vor der russischen Minderheit — Spiegel 3.10. 2017.
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Historical conflict: The issue here derives from the agreements signed
by Germany and the Soviet Union in August and September 1939. Namely,
two issues cause disputes with modern Russia: first, do the Baltic states,
who were in the Soviet Union interest sphere according the secret addi-
tional protocol of 1939, join the Soviet Union voluntarily in August 1940;
and second, their joining of the Soviet Union was due to the military power
of the Red Army and the occupation ending in annexation. The politicians
and historians of Estonia, Latvia and Lithuania are using the terms occu-
pation, annexation and incorporation when discussing the events of 1940.
The official position of modern Russia is that the signing of mutual assist-
ance pacts between the Soviet Union and Baltic states in autumn of 1939
does not allow the claim that the Soviet Union occupied the Baltic states in
June 1940; the international law that existed between the two world wars
did not forbid coercion, and that we cannot talk of annexation because in
July 1940 there were elections in Estonia, Latvia and Lithuania which re-
sulted in new governing institutions who approached the Supreme Soviet
of the USSR with the wish to join the Soviet Union.*’

Further tensions are caused by the question whether the Estonians
and Latvians who fought in the German armed forces in 1941-45 should
be treated as collaborators or as Estonian and Latvian freedom fighters.
The viewpoint of Estonia and Latvia is that the Estonians and Latvians who
fought in the German armed forces fought primarily for the freedom of Es-
tonia and Latvia. The official viewpoint of Russia is that they were collabo-
rators of whom a proportion are guilty of war crimes.

The Estonian, Latvian and Lithuanian and the Russian-speaking popu-
lation memory of history differs primarily in their evaluation of the events
of the World War II. Polls conducted in the 1990s showed that the memo-
ry of history of the two communities was antithetical to each other, espe-
cially when it concerned Russia’s role in the fate of the Baltic states. One
of the main narratives in the collective memory of the Russian speaking
population in the Baltic states concerns the expulsion of the foreign invad-
ers from the Baltic states, liberation from the German occupation, and the
Baltic states voluntary entry into the Soviet Union in 1940. In the case of
the post-Soviet Baltic states the politics of memory created a “true” history
based on a shared concept of victim status under the Soviets, thereby ex-

See http://www.spiegel.de/politik/ausland/estland-und-lettland-das-problem-mit-der-
russischen-minderheit-a-1169422.html; Dace Akule. Latvian non-citizens excluded
from voting. https://euobserver.com/political/13003

% See: bopsda 3a [Tpudantuky. In: Ucropuk, 11, 2015, 71.
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cluding a majority of the Russian-speaking population from this common
history.>®

Estonia, Latvia and Lithuania has strongly used Russia as the negative
so-called “Other” in its identity formation. The Baltic states foreign policy
has aimed at finding ways to emancipate itself from Russian dependency.
There are studies which focus clearly on the confrontation between Esto-
nia, Latvia and Lithuania and Russia and reach the conclusion that the root
of the conflict is deeply integrated in identity formation. Several authors
also claim that the integration into European and transatlantic structures
should influence the Baltic states to change its strong identity confron-
tation with Russia. Thus, identity as a research focus has been strongly
presented in the Estonian, Latvian and Lithuanian case but the collective
memory as an important variable in Baltic states relations with Russia has
been less studied. Escalation of tension in the Baltic-Russian relations re-
lated to World War II in 2004-2005 and the monument crisis (removal of
the Soviet War monument in Tallinn, Bronze Soldier, Bronze Night) in Es-
tonia 2007 has increased political scientists interest in the role of political
memory in Estonian Russian relations.*

In the 1990s the politicians of Russia and the Baltic Sea region stat-
ed the basic assumption that they all share the values stated in the docu-
ments of the European Union Council. An example of this is the coopera-
tion and partnership agreement between the European Union and Russia,
dating back to 1994.%° As mentioned before, the relations between Estonia
and Russia deteriorated especially in 2007 after the monument commem-
orating the victory of the Soviet Union in the World War 11, the so-called
“Bronze Soldier”, was removed from its long-time location in Tallinn.

After Vladimir Putin was elected the President of Russia in 2012, the
leadership of Russia started to seek to make the world multi-polar. To
achieve this aim a special role is played by the Eurasia customs union (Eur-
asian Economic Community) and the BRICS grouping.

Two conflicts: Ukraine and Syria caused a significant acceleration of
tensions and appearance of negative tendencies in the Baltic Sea region.
The Baltic states acknowledged the Ukrainian coup as legitimate, refused

%8 See also B.B. BopoTHHKOB. BHeLIHs1s1 NOMUTHKA rocynapcTs bantuu B Hauane XXI Beka.
In: Cepus «ITocTCOBETCKHE U BOCTOYHOEBPOIEICKUE UCCIIelOBAaHUs». «AcneKT ITpecc,
Mocksa, 2015, 195-198.

% http://en.academic.ru/dic.nsf/enwiki/7569879

80 CornaimeHue 0 MapTHEPCTBE U COTPYHAHUUYECTBE, yUpekJamouiee NapTHEPCTBO MEXIY
Poccuiickoit ®enepanueit, C OfHOI CTOPOHbI, U EBponeiickiMu coodiecTBaMH U UX To-
CyZapCTBaMHU-WIEHaMH, C Apyroit cTopoHst. http://docs.cntd.ru/document/1900668;
http://russiaeu.ru/en/basic-documents
http://russiaeu.ru/en/brief-overview-relations
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to recognise the annexation of Crimea and treated the East Ukrainian con-
flict as Russian aggression against Ukraine. Despite the fact that the Mid-
dle-East is geographically a remote area from the Baltic region, the Syrian
crisis has had its influence on the Baltic states (migration crisis). The mi-
gration quota issued by Brussels caused wide discussions in the Baltic stats
as to what extent can the European Union demand the member states to
take responsibility for solving problems that strike Europe.

On the other hand, there have been published, and still are to this day,
articles in the media of the Baltic States and the Western countries that
predict that Russia will attack the Baltic states and possible reaction of the
European Union and/or NATO. Some Baltic politicians have made appeals
to blockade the mainland connection between Russia and the Kaliningrad
enclave.® Western security experts have, after the beginning of the Ukrain-
ian crisis, drawn attention to the internal vulnerability of the Baltic states.
In the case of Estonia and Latvia the Russian speaking population is im-
plied whose self-awareness has grown due to the Ukraine crisis and whose
loyalty to the country of residence is therefore questionable.

The dominant trend of the Baltic states internal and external politics
is antagonistic towards Russia. It manifests itself as constant criticism of
Russian internal, defence and external politics and their interpretation of
history. However, it is targeted at achieving internal political attention, mo-
bilising the electorate, and diverting attention from the critical condition
of the economy, as well as, guaranteeing the military assistance of Western
countries including the USA. It can be only assumed that the constant de-
terioration of the relations with Russia meets the interests of the Scandi-
navian countries as it entails the parrying of Russia as an economic com-
petitor.

The Baltic states are participating in the sanctions against Russia
caused by the crisis in the Ukraine. In response to Western economic sanc-
tions, the Russian Federation decreed a ban on agricultural products and
foodstuffs from the EU, USA, Norway, Canada and Australia on August 6,
2014 for a period of one year. As much as 19.8% of Lithuanian, 16.2% of
Latvian and 11.4% of Estonian exports were directed to Russia in 2013.°
At the moment it can be stated that due to these sanctions, the volume of
goods exchange including transit, has diminished significantly, as tourism
from Russia to the Baltic states. According to European Parliament sta-
tistics the three Baltic states are among the 11 countries whose economy

61 Yrue KapamwoHaiite. B JTuTBe npo3pyuana unes dnokanst Kanuauurpazga. http://ru.delfi.
It/news/economy/v-litve-prozvuchala-ideya-blokady-kaliningrada.d?id=65537378

62 See Zygimantas Mauricas. The effect of Russian economic sanctions on Baltic States.
https://e-markets.nordea.com/research/attachment/17231
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has been damaged most due to the Russian sanctions: Estonia has lost 147,
Latvia 87 and Lithuania EUR 374 million.®

Due to the Russian sanctions the dairy sector of the Baltic states has
suffered most. Even if the European Union and Russia should normalise
their relations and the sanctions waived it is quite unlikely that the deliv-
eries of the Baltic agricultural produce to Russia will recover. Russia has
increased significantly its investments into agriculture and is gradually be-
coming a country exporting agricultural products. ® This means that ful-
filment of the hope of the politicians and business circles®® of the Baltic
states, that after the end of sanctions the return to the Russian market with
the agricultural products would happen, is not very realistic.

THE MAIN GEOPOLITICAL PLAYERS
AND OBOR AND “16+1” INITIATIVE

Although the “16+1" Initiative is primarily designed as an economic project,
its realization raises many political and security issues. Concerning the 16
CEE countries, 11 are state members of the European Union (EU) and 12
belong to the NATO. The 16 countries have most different kinds of experi-
ence in terms of geography and history.

First question: how to balance the Chinese “16+1" politics in the China
and EU relations. During the Cold War era Chinese relations with the Cen-
tral and Eastern European countries functioned in a triangle: Soviet Union
and China, Soviet Union and Eastern European satellite countries. As a re-
sult of the dissolving of the Soviet Union a situation evolved where rela-
tions with China and Central and Eastern European countries are signifi-
cantly influenced by the European Union, Russia and USA.

6% The Russian Embargo: Impact on the Economic and Employment Situation in the
EU. http://www.europarl.europa.eu/RegData/etudes/BRIE/2014/536291/IPOL_-
BRI(2014)536291_EN.pdf; Who are the Major Losers of Russian Sanctions? http://
blog.euromonitor.com/2014/08/who-are-the-major-losers-of-russian-sanctions.html;
IMoTtepu EBpoOITbl OT aHTUPOCCHIICKUX caHkIMit http://ru.sputnik-news.ee/infographics
/20150916/181727 html

64 https://ru.sputniknewslv.com/radio/20171025/6261572/zubec-pribaltijskim-fermer-
am-nuzhno-iskat-rynki-sbyta-v-jugo-vostochnoj-azii.html?utm_referrer=https%3A%
2F%2Fzen.yandex.com

6 See for example https://politexpert.net/70100-glava-minselkhoza-litvy-markauskas-
my-khoteli-by-vernutsya-na-rossiiskii-rynok?utm_referrer=https%3A%2F%2Fzen.
yandex.com
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Russia When the idea of “One Belt, One Road” was presented, several
articles published in Russia permit one to claim that Russia wishes to coun-
teract the Chinese influence in Central Asia and also in the Baltic coun-
tries.® For example, Professor Konstantin Khudoley, Head of the Depart-
ment of European Studies of International Relations St Petersburg State
University, predicts in his article The Baltic Sea region and increasing inter-
national tension, published in 2016 in the Kaliningrad University journal
Bantuiickuii peiuon, that in the near future, one can expect China to be
increasingly active in the Baltic Sea region. Khudoley surmises that the
Chinese will start paying special attention to the creation of modern infra-
structure and logistic in the Baltic Sea region and it is not out of question
that one cannot exclude that, one day, Chinese cargo traffic will replace that
from Russia in some Baltic ports. According to Khudoley, Russian activities
in the Baltic Sea region will need to focus on preventing the weakening of
its position and creating prerequisites for further strengthening.®’ Another
example is the visit of a Chinese delegation to Estonia in June 2016. The
Russian information portal Sputnik-News declared irritably that although
the purpose of the visit remained unclear attention should be drawn to
the fact that this, “in diplomatic scales very modest delegation”, had the
former head of the ICBC bank, Jiang Jianging, as one of its members. It
also mentioned that Jiang Jianqging had been appointed the head of the fi-
nancial fund Sino-Central Eastern Europe Financial Holding which would
be launched for the purpose of Chinese and Central and Eastern European
countries financial cooperation. The purpose of the fund would be to invest
into the infrastructure and business projects in Central and Eastern Eu-
rope, as well as, into projects related to the Central and Eastern European
enterprises worth EUR 10 billion.*®

The competitors, or solutions excluding the Baltics: Russia wishes to
have a share of servicing the transit coming from Asia. The aim is to create
a transport corridor from China via Russia to Europe, making the cargo to
pass by the Baltics. In December 2017 the first test train with Chinese goods
from Urumgq in China arrived at Kotka harbour in Finland. As revenge, the
information agencies of Russia announced that due to the anti-Russia poli-

6 See for example Maria Lagutina. Improving Relations with Russia and Ukraine. In:
China’s Belt and Road: A Game Changer? Edited by Alessia Amighini. ISPI, Milano,
2107, 61.

67 K.K. Xynosneii. PernoH BaaTriickoro Mops B yCJIOBUAX 0DOCTPEHHsI MEXIyHAPOIHOI 00-
craHoBkH, 17-18. http://cyberleninka.ru/article/n/region-baltiyskogo-morya-v-uslo-
viyah-obostreniya-mezhdunarodnoy-obstanovki; https://journals.kantiana.ru/upload/
iblock/df9/Khudoley_4-16.pdf

8 http://sputnik-news.ee/finance_and_companies/20160810/2955361.html, http://sput-
nik-news.ee/economy/20160811/2965643.html;
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tics of the Baltic States TransContainer (Tpanckoniueinep) is forced to cir-
cumvent the risks related to transit and re-route the cargo from China to
Europe to bypass the Baltic States.®® For example, Austria and Russia plan
to extend the trans-Siberia highway across Ukraine and Slovakia to Vien-
na. This plan consists of building a new 450 kilometre railroad, with 1,520
millimetre track gauge, from Kocice, near the Ukrainian border, to Vienna.
A cargo terminal would be built in Vienna that would be able to receive
annually 200,000 trains, 67 wagons each. It is envisaged that the Chinese
goods could be transported within three to four days through Russia if a
railroad was built where the cargo trains could travel with speeds of nearly
200 kilometres per hour. A new joint enterprise, Breitspur Planungsgesells-
chaft mbH, has been established by Russia, Ukraine, Slovakia and Austria
for developing this new railroad track. The vision of Breitspur Planungsges-
ellschaft is to be the most effective rail transport connection between Asia
and Central Europe with the goals of creating a sustainable transportation
corridor. The resulting direct link guarantees accelerated freight times be-
tween Asia and Europe: only 15 days will be needed between Eastern China
and Vienna.”

Russia, Azerbaijan and Iran have announced the plan of establishing
an international multi- transport corridor: North-South [INSTC]. It would
start from Mumbai, go through Iran, Azerbaijan and Russia and end in Hel-
sinki. One of its branches would move from Moscow across Belorussia and
Poland to the Western Europe.”! Russia and Norway have started to invest
into the ports of the Arctic Ocean. The utilisation of the Arctic Ocean would
reduce the transportation time of the Chinese goods by approximately two
to three weeks.

The old European Union countries are antagonistic towards the activi-
ties of China in relation to Central and Eastern European countries. The
following negative arguments are given beside the positive arguments re-
lated to the “16+1" cooperation: first, One Belt, One Road is a prerequi-
site to Chinese economic expansion, of which in the long run promotes
the Chinese world order and upstaging USA as a global force. Second, One
Belt, One Road project is a subcontract that does not meet the requirements
of the European Union in the fields of transparency, democracy and envi-

8 http://ru.sputniknews.It/radio/20171227/4744837 /kovalev-rf-ne-hochet-imet-dela-s-
nestabilnimi-stranami-tranziterami.html?utm_referrer=https%3A%2F%2Fzen.yan-
dex.com; http://expert.ru/2017/12/26/rossiya-zapustila-tranzit-gruzov-iz-kitaya-v-es-
v-obhod-pribaltiki/

70 http://www.breitspur.com/idea.html

7t Vt. http://dergachev.ru/geop_events/311216-02.html#. Wf31A9¢Y6d0
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ronmental requirements. The economic expansion of China accelerates the
disappearance of the work place and makes the European Union dependant
on China. Thirdly, the European countries will be flooded with cheap goods
from China since their transportation time and costs will diminish conside-
rably as the new transport corridors are opened. Fourthly, the trains from
China to Europe will return either empty or half-loaded. Fifthly, the inter-
nal policy, economy and legal system of the European Union countries are
developed by the European Union. The European Union members from the
CEE countries, and the EU membership candidates have to harmonize with
the EU the issues that pertain upon cooperation with China. > Examples:
In May 2017, just before the Belt and Road Forum held in Beijing the Vice
President of EU commission, a Finnish politician Jyrkki Katainen, accused,
in one interview given to a Finnish newspaper, China of taking over strate-
gically important enterprises in Europe but at the same time of protecting
their own market against foreign investments. He surmised that “unfortu-
nately the European Commission cannot prohibit the selling of enterpri-
ses to the Chinese or for some third parties”.”? At the roundtable of Beijing
Belt and Road Forum Katainen said that continuous globalization cannot be
halted and presented a platform consisting of nine principles, or the condi-
tions of the European Union on which the One Belt, One Road cooperation
activities should be based.”* When the market share of Finnish capital in
the Baltic states is taken into consideration the statement seeking for regu-
lations is understandable. However, if attention is given to how Finland and
the Scandinavian countries seized the notable positionsin the economic life
of the Baltic states’ after the dissolution of the Soviet Union a question
may be posed: how fair is the demand for such regulations.

72 https://sputnik-news.ee/economy/20170521/5804483/eesti-kahtleb-siiditee-mot-
tekuses.html; The Economist explains. What is China’s belt and road initiative? ht-
tps://www.economist.com/blogs/economist-explains/2017/05/economist-explains-11;
See also Dragan Pavli¢evi¢. 16+1 Promoting Belt and Road Initiative: Challenges and
Potential Policy Responses. In: ,How the 16+1 Cooperation promotes the Belt and
Road Initiative. Editors-in-chief Huang Ping, Liu Zuokui. China-CEEC Think Tanks
Book Series. China Social Sciences Press, Beijing 2017, 58-59; Viktor Eszterhai. “16+1
Cooperation” Promoting Belt and Road Initative Better after the Belt and Road Forum
for International Cooperation. In: ,How the 16+1 Cooperation promotes the Belt and
Road Initiative. Editors-in-chief Huang Ping, Liu Zuokui. China-CEEC Think Tanks
Book Series. China Social Sciences Press, Beijing 2017, 94-95.

7% Katainen tahtoo turbovaihteen Kiina-neuvotteluihin. In: Kauppalehti 11.5. 2017. ht-
tps://www.kauppalehti.fi/uutiset/katainen-tahtoo-turbovaihteen-kiina-neuvottelui-
hin/pFG8iyxF

74 http://europa.eu/rapid/press-release_SPEECH-17-1332_en.htm

7> Due to the pressure placed on them by the European Union, the Baltic countries wish-
ing to join the EU have been compelled to review the regulations of privatisation and
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Director of the German Development Institute Peter Wolff stated that
the “Belt and Road” initiative should be developed further from a bilateral
Chinese initiative to a more ‘multilateralised’ mechanism, which would in-
clude private business as well as national and regional government institu-
tions.”®

At a conference of European diplomats held in Paris at the end of Au-
gust 2017, the German Foreign minister Sigmar Gabriel warned that China
is trying to “divide Europe” and that the continent must find a common
strategy to counterbalance Beijing's influence. He demanded that China
should follow a “One Europe” policy — just as European countries follow the
“One China” policy. He repeated this again in December at the Berlin For-
eign Policy Forum. Gabriel announced that the “Belt and Road” initiative
isn't merely a historic trade-related reminder of Marco Polo, but at the end
of the day a geostrategic concept which China is using to enforce its own
ideas of order in the area of trade policy, geographically, geopolitically and
ultimately maybe also militarily.”’

Poland established a strategic partnership with China in 2011 an d is
often regarded as the leader of the 16 Central and Eastern European co-
untries in their relations with China through the “16+1" platform.” In
1936 to 1938 Poland found that it was time for the so-called Migdzymorze
(Intermarium) plan to be brought to life. The Miedzymorze plan was initially
made by Jozef Pitsudski after the WWI and aimed to create a federation of
Central and Eastern European countries under Polish dominion. This fede-
ration should have included the Baltic states.”” The major purpose of this
plan was to avoid the domination of great power in the Eastern Europe:

entrepreneurship related to foreign citizens, especially the regulations concerning the
purchasing of land and export of capital. In many cases this was inflicting damage to
the national economy.

76 Peter Wolff. China’s ‘Belt and Road’ Initiative — Challenges and Opportunities German
Development Institute / Deutsches Institut fiir Entwicklungspolitik (DIE). http://www.
die-gdi.de/uploads/media/Belt_and_Road_V1.pdf

77 https://synglobe.net/2017/09/04/german-foreign-minister-says-china-must-re-
spect-a-one-europe-policy-if-it-wants-europe-to-pursue-a-one-china-policy;
http://www.new-york-un.diplo.de/Vertretung/newyorkvn/en/__pr/speeches-state-
ments/2017/20171205-gabriel-koerberfoundation.html

78 https://thediplomat.com/2017/11/slovakias-overdue-china-strategy/

7 See Waldemar Rezmer. Matie panstwa bautyckie 1918-1940. Préby sojuszy wo-
jskowych. — Nad Bautykiem. W krégu polityki, gospodarki, probleméw narodowotcio-
wych i spotiecznych w XIX i XX wieku. Ksi¢ga jubileuszowa pouwi¢cona Profesorowi
Mieczystiawowi Wojciechowskiemu, red. Z. Karpus, J. Ktaczkow, M. Wotios. Torun,
2005, 931-935; Mapexk Kopsar. [Tonsckas koHuenuusa «Mexxgymops» B 1937-1938 rr.:
MIOJTUTHYECKUIT MU U UCTOpPHUYECKas peanbHOCTh. In: MioHxeHckoe cornamenue 1938
roga: McTopus ¥ COBPEMHHOCTb. Marepasbsl MeXIyHapOAHO Hay4YHO! KOHEepeHIIMH
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Germany and Russia. The issue is, whether the Miedzymorze plan reflec-
ted the political reality of the Eastern Europe between the two world wars
and if realising such a plan was conceivable. Despite the Polish attempts to
be a superpower, interwar Poland lacked political, economic and military
prerequisites for forming and leading such a union of states. Neither could
Poland do anything to overcome the mutual contradictions of the countries
between the Baltic and the Black Sea.

In present Poland the Miedzymorze plan has been resuscitated as Three
Seas Initiative, Amber Road or Via Carpathia project. Poland, with Sweden,
was one of the initiators of the Eastern Partnership programme. In Feb-
ruary 2017 the Polish Minister of Foreign Affairs, Witold Waszczykowski
admitted that regional cooperation concerning three seas Baltic, Adriatic
and Black Sea became a clear sign of Polish active foreign policy that se-
cure national security.®® The Adriatic-Baltic-Black Sea Initiative was laid
out also by the Croatian president Kolinda Grabar-Kitarovic in September
2015. In her view, it should work as a framework for enhanced coopera-
tion in the political, economic and security realms among 12 CEE coun-
tries. When in October 2016 Chinese president Xi Jinping held talks with
Kitarovi¢, he welcomed the Adriatic-Baltic-Black Sea Initiative, underlin-
ing that the development of a North-South corridor in Europe, based on
the ports of Adriatic and Baltic nations, was complementary to China’s Silk
Road strategy.?! Today Poland views the Russian Federation as an increas-
ingly aggressive actor in international relations. The aim of Poland is to
liquidate Russian political and economic influence in Central and Eastern
European countries and become the leader state of the Eastern and Central
European countries. In the present crisis Poland has pretensions of holding
the position of the leading power for guaranteeing the security not only in
the Baltic Sea region but also in Central and Eastern Europe.®” The balance
of Poland’s activities in the Eastern European region and its relations with
Russia pose several problems. All activities aiming at bringing post-Soviet

Mocksa, 15—16 oxTsadps 2008 r. Pegaxtop H.C. Jlebenesa, M. Bonoc. CoctaButens I0.M.
Kopurynos, Mocksa, 2009, 61.

8 See Dominik Mierzejewski. China-CEE Maritime Cooperation: Polish Intermarium
Plan and 16+1 Nexus. In: ,16+1 Cooperation“: Status quo, Prospects and Policy Sug-
gestions. Editors-in-chief Huang Ping, Liu Zuokui. China-CEEC Think Tanks Book Se-
ries. China Social Sciences Press, Beijing 2017, 79—-80.

8 Emanuele Csimia. China Russia and the EU’s Intermarium block. https://euobserver.
com/eu-china/132635

82 Malgorzata Klatt. The Eastern Partnership Poland’s influence on the EU’s foreign pol-
icy. In: Transitions Revisted. Central and Eastern Europe twenty years after the Sovi-
et Union. Edited by Eva Polonska-Kimunguyi and Patrick Kimunguyi. Warsaw, 2012,
197.
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countries closer to the European Union undermine relations with Russia,
which perceives that the cooperation under the Eastern Partnership as an
expansion of the European Union’s sphere of influence. Poland, relying on
NATO and USA help, with Estonia, Latvia and Lithuania have attempted to
establish a local “missile protection union”. In 2012 the presidents of the
four countries discussed the issue of establishing an anti-missile protec-
tion system because there was deemed to be a non-symmetrical threat of
nuclear missiles and there was some information that the missile poten-
tial of Russia in the Kaliningrad district had increased. In August of 2014,
pointing to the events in Ukraine, Poland and the Baltic States forwarded a
plea to the 2014 NATO summit in Wales, to aim the anti-missile system of
Europe against Russia. But the majority of NATO members, especially Ger-
many, were opposed to the proposal, warning that it could result in an un-
necessary provocation of Moscow.® Nevertheless, even today a pre-requi-
site for this is the political and economic support of some superpower. This
understanding implies that Poland needed to b supported by the U.S. and
this Miedzymorze plan has its Atlanticst nature. From the U.S. perspective
the Miedzymorze plan enhances the presence of NATO in the region.

USA For the USA Central and Eastern Europe, including the Baltic sta-
tes, represent a geo-strategic area with great military importance which
allows to deter possible Russian expansion by continuous political and mi-
litary pressure upon it and adding to the military forces present in the regi-
on. For example the joint naval exercises in the summer 2017 conducted by
Russia and China in the Baltic Sea, Russian and Belarus joint military exer-
cises in the autumn, caused considerable alarm to the USA and NATO.?
This mean that USA considers the Baltic states at present their sphere of
interest and encourages the Baltic leadership to continue the anti-Russian
rhetoric. For example, US analyst Paul A. Clobe emphasised that 'I believe
that there are many things we should be doing to promote Baltic security
that have nothing to do with NATO or our own military... we should pro-
mote transparency of all economic and political activities in the three... we
should promote in every possible way conversations between the Estonian,
Latvian and Lithuanian government and society with their opposite num-

8 http://www.spiegel.de/international/europe/nato-considers-missle-shield-directed-
against-russia-a-987899.html

8 See  https://www.nytimes.com/2017/07/25/world/europe/china-russia-baltic-navy-
exercises.html; https://www.foreignaffairs.com/articles/russia-fsu/2017-10-04/true-
purpose-russias-zapad-military-exercises; https://www.pravda.ru/news/world/31-10-
2017/1352127-usa-0/?utm_referrer=https%3A%2F%2Fzen.yandex.com
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ber in Russia.?®> At the same time, it should be assumed that the statements
of several US politicians put into doubt the idea of NATO help to the Baltic
states.?® In 2016 during his campaign Donald Trump stunned Europe and the
Baltic states when he suggested that the NATO treaty did not commit the USA
to defend attacked members. Another example is the statement of the former
speaker of the US House of Representatives, republican Newt Gingrich, in
July 2016. When Gingrich was asked whether Trump and the USA would
come to the aid of countries like Estonia in the case of a Russian invasion,
Gingrich said he too 'would think about it a great deal...Estonia is in the su-
burbs of St. Petersburg. The Russians aren’t gonna necessarily come across
the border militarily. The Russians are gonna do what they did in Ukraine...
I'm not sure I would risk a nuclear war over some place which is the su-
burbs of St. Petersburg. I think we have to think about what does this stuff
means.¥’

Although USA has expressed their verbal support to the OBOR initia-
tive, since the US companies could also profit from it, USA, similarly to the
European Union, has expressed negative attitudes towards both the OBR
initiative and the “16+1" Initiative.®® The arguments of USA are the fol-
lowing: supporting OBOR means boosting China’s political and economic
power across much of the world; there are significant risks in the 16-plus-
one strategy, most notably the common problem of great expectations to-
ward China being met with brute reality; for all the promises of investment,
commentators in the region have noted that the cases of Chinese job-creat-
ing greenfield investment are few and far between; the EU and the United
States remain by far the most important investors, a phenomenon that is
unlikely to change for decades; and no one, least of all the Chinese with
very little experience in the region, should be complacent about the an-
cient but currently largely dormant antagonisms in the Balkans and across

8  Paul A Clobe. Testimony Prepared for a Hearing on US Policy toward the Baltic States,
US House of Representatives Committee on Foreign Affairs’ Sub-Committee on Eu-
rope, Eurasia and Emerging Threats. March 22, 2017 Washington D.C.

8  See for example Newt Gingrich: NATO countries “ought to worry” about U.S. commit-
ment. http://www.cbsnews.com/news/newt-gingrich-trump-would-reconsider-his-ob-
ligation-to-nato

8 Gordon G. Chang Here’'s How China and Russia Will Test Trump. In Daily Best, No-
vember 11, 2016. https://www.thedailybeast.com/heres-how-china-and-russia-will-
test-trump; Newt Gingrich: NATO countries “ought to worry” about U.S. commitment.
http://www.cbsnews.com/news/newt-gingrich-trump-would-reconsider-his-obliga-
tion-to-nato; see also Spencer Acerman White House Official Floated Withdrawing
U.S. Forces to Please Putin. In Daily Beast January 9, 2018. https://www.thedailybeast.
com/white-house-official-floated-withdrawing-us-forces-to-please-putin

8 https://www.forbes.com/sites/northwesternmutual/2017/09/22/how-two-major-hur-
ricanes-will-affect-the-economy/#4cOef4aa25f2
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the region more generally; the 16 European countries put together to en-
gage with China offer evidence of a new era of global China; in none of
these countries, until now, has China ever appeared significant; they lived
under different geopolitical umbrellas and within a different context, and
but in the second decade of the 21st century, this diverse grouping, with so
many differences between the members, is united by a common desire to
get more from the opportunities coming from China.?*

CONCLUSIONS

1. From a geostrategic point of view China regards CEE countries an
important linking point of “One Belt, One Road” corridors to the
larger West-European markets. The transit and logistical potential
of the CEE countries has so far not been used to its full capacity, es-
pecially concerning the railways and ports of the Baltic states and
Poland. The main Northern destination for China in the Central and
Eastern European region today is Poland. Nevertheless, Poland it-
self would like to dominate the Baltic region both economically and
politically. There is only one transportation and logistics centre in
Poland at present: Lodz. The main transport and logistics centres
of Chinese goods in Duisburg and Hamburg are already overloaded
and the opportunities for their expansion are limited. As a Baltic
country, Latvia illustrates a new highlight in the Baltics in terms of
the “16+1" cooperation.

2. The strengths of the ports of the Baltic states derive from their geo-
graphical position, they are a link between Europe and Asia. The
ports of Latvia and Lithuania are ice free, the Estonian ports freeze
over if the winter is very cold. This is a certain advantage when com-
pared to the Russian ports in the Baltic Sea where during the winter
period navigation ice breakers have to be used. Major weaknesses
here are caused by geopolitical influences and the tense relations
between the Baltic states and Russia as described above. The politi-
cal factors have already made the economic relations between the
Baltic states and Russia difficult and in the longer run may diminish

8 Kerry Brown. China’s Geopolitical Aims: The Curios Case of 16-Plus-1. https://thediplo-
mat.com/2017/05/chinas-geopolitical-aims-the-curious-case-of-the-16-plus-1/ See also
Barbara Surk. As China Moves in, Serbia Reaps Benefits, With Strings Attached. https://
www.nytimes.com/2017/09/09/world/europe/china-serbia-european-union.html
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the role of the Baltic states ports to a minimum in the Europe-Asia
chain.

. China’sdrive tointegrate the CEE countries into its Silk Road strategy

has the potential to further weaken the grip of Russia on its Western
neighbourhood. Russia will inevitably oppose any move that leads
to increasing cooperation among the CEE countries, viewing it as an
effort to separate the Russian territory from Western Europe. It re-
mains unclear to the author of the present paper whether Russia is
ready to guarantee the use of its railroads for Chinese companies in
order to enable the Baltic states, who harbour a hostile attitude to-
ward Russia, to earn added value by utilizing the Russian railways. It
should be added that the realisation of the plan will depend also on
the Russian infrastructure costs, Russian bureaucracy and licenses,
the Russian railway infrastructure capacity and its technical condi-
tion. In addition, Russia itself may wish to gain profit from Chinese
transit and reroute it to the Russian ports in the Baltic Sea region.
Due to this reason it is not possible to make long term economic
projections. Russia may decide to accept only such portions of the
“16+1" project that meet their economic and political interests. For
example, in September 2017 it was announced that Lithuanian Rail-
roads in cooperation with Kaliningrad Railroads would open a new
transport corridor: Poland (£6dz) — Kaliningrad Region — Belorussia
— Russia — Kazakhstan — China (Urumqji).

. The development level of the Baltic states economy, existing re-

sources and diminishing work force does not permit Estonia, Latvia
and Lithuania to compete successfully in the European Union mar-
ket (excluding the IT sector) and is an obstacle in attracting big for-
eign investments. The competitive capacity of the Baltic states is
very small and the profit gained by the openness of the market as
in case of European Union is small, possibly non-existent when tak-
ing into consideration the competitiveness deriving from the rate of
Euro, the small enterprise bankruptcies, a declining tax base caused
by active labour age people leaving the country etc. The Baltic states
has not become a strong independent actor able to regulate the rules
of the political and economic game.

. The present CEE model of capitalism should be described as finan-

cial capitalism or depending market economy. It means fundamen-
tal dependency upon the investments and economy of trans-na-
tional corporations. The Baltic countries, who are also compelled
to choose the dependant market economy, do not have the real re-
sources for carrying out an independent economic policy.The for-
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eign investments made into the Baltic states and the developing of
the Baltic states export depends to a great extent upon guaranteeing
the availability of a qualified work force. In present there is lack of
skilled workers, needed both by the local and foreign owned compa-
nies, but also of people who would be capable to guarantee success
for the entrepreneurs in the export markets. When taking into con-
sideration that Baltic market investments are dominated by Sweden,
Finland, Norway, Netherlands and Russia, adding a player would
not be in the interest of the financial sectors of these countries.

6. As part of the OBOR project and “16+1" Initiative China will dis-
patch their capital, expertise and employees to CEE countries where
at the present time there is US military presence and influence and
which is a geopolitically important region for USA. For realising the
OBOR project the prerequisite demanded by the representatives of
the European Commission is enforcing definite rules.

7. Only China and Russia can indeed jeopardize US leadership in the
world. OBOR and “16+1" is prime security challenge for the current
world order. In the long run China’s traffic and trading world wide
networking and Russian military recuperation inevitably questions
the US global leadership.

8. The lack of historical conflict in Estonian, Latvian and Lithuanian-
Chinese relations permits to put aside the ideological considerations
and to act pragmatically in bilateral relations. But the Baltic states
lack a clear vision in relation to the “16+1" Initiative, there is no
action plan that would state clearly the aims and objectives in rela-
tion to the initiative. Latvia and Lithuania are more interested in
the OBOR project than Estonia. The relationship of the Baltic states
has not always has been harmonic, especially related to economic is-
sues.

The research was financially supported by the Estonian Ministry of Educa-
tion and Science Institutional Research Fund of the Estonian Research
Council Ne ITUT3 1-6. My special thanks to translator Maris and Jan Peters
in the Estonia.



