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15 YEARS OF THE BALTIC STATES' MEMBERSHIP IN THE EU:
PROBLEMS, PROSPECTS AND EXPERIENCE FOR UKRAINE

The article highlights the key provisions of the study of the results of the Baltic States' full
membership in the European Union. Analyzing a geopolitical dimension of the European choice,
the authors present a brief discourse of challenges which arose during the restoration of
independence of Latvia, Lithuania and Estonia. The factors of the European choice of the above
countries, which comprised security, economic and social dimensions, are explored.

The security factor of the European vector of politics was actualized in the desire of political
elites to withdraw the countries from the sphere of influence of Russia. In terms of economics, the
countries sought reorientation of their economies to Western markets and incorporation into the
architecture of trade relations of developed countries of the European Union.

It is pointed out that owing to the Euro-Atlantic foreign policy vector and strict fulfillment of
membership criteria, the Baltic States acquired access to preferential lending and assistance
programs to candidate countries and managed to form one of the most attractive investment
climates in Eastern Europe.

With the help of the World Bank data bases, the Eurostat resource and analytical materials of
the leading audit company KPMG, there are key economic indicators analyzed: the GDP dynamics
(by PPP) compared to other countries of Central and Eastern Europe as well as wage and retirement
benefit levels. The examination of EU membership economic gains is supplemented with an
analysis of the GDP structure and exploration of the industry specification.

Some losses associated with the European integration process are also identified, namely:
significant reduction of industrial production, unprofitability of agriculture and emigration of the
population aged 25 to 35 years.

The residents' attitude to the EU membership is looked into, based on results of annual surveys
of the Eurobarometer European Service. It is found that a positive attitude of the residents of
Latvia, Lithuania and Estonia in 2018 did not actually change versus to 2004. Further, the charts
presented in the article allow to establish that the level of Euroscepticism in the above countries
did not change significantly, compared to the first year of the EU membership.

The authors propose some algorithms for taking account of the experience of the Baltic States
on the way to a full membership by Ukraine.
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Problem definition. The major expansion of the Euro-
pean Union in 2004 became a unique implementation
example of ambitious globalization projects in Europe. For
the first time, the EU included the former Soviet Republics
of Latvia, Lithuania and Estonia - the countries which shortly
after restoring their independence had managed to meet
the membership criteria and demonstrated rapid paces
of changes.

The example of the Baltic States is interesting in the
historical context in terms of transit and architecture of the
modern political profile of Europe.

The experience of the Baltic States is in many ways
useful for Ukraine as an Associate Member State of the
European Union. Our State needs to prepare and test

some algorithms for operation of numerous segments of
the infrastructure in order to develop a successful strategy
of synchronization with United Europe. An analysis of
positive experience and consideration of negative trends
in the European integration progress of Latvia, Lithuania
and Estonia in the historical, political and economic
dimensions serves an additional tool for adjusting the
Ukrainian state policy of meeting the EU requirements.
Analysis of main publications. Comprehensive
coverage of the issues presented in the article in Ukrainian
historical studies has not yet become the subject of special
research. Results of the integration in terms of security
were considered in works by S.V. Bilonozhko (2015) and
O.A. Paliy (2002). Economic, partially social gains and
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losses as a result of European integration were looked
into in works by O. V. Kokorev (2016). An animated dis-
cussion of European integration gains and losses broke
out in scientific works by foreign researchers. Specifically,
the Russian scientist V. V. Vorotnikov (2074) negatively
assesses the European integration processes of the
above countries. Gunta Pastore upholds an opposite view,
emphasizing positive results and achievements (20717).
Purpose of the article is to examine the main out-
comes, challenges, losses and prospects of the member-
ship of the above countries in the European Union.
Presentation of the main material. After the disin-
tegration of the Soviet Union, the Baltic States faced a
whole range of challenges related to the development of a
foreign policy strategy, reorientation of the economy and
formation of new values in society. All transformations
initiated by the governments were carried out in a rather
complex external environment. For a long time, a part of
the Russian Federation's politcum had been advancing
quite aggressive slogans associated with a threat to
independence and territorial integrity. Especially acute and
topical was the factor of the Kaliningrad Region which
housed a significant part of the Russian troops and Navy.
To assess the global level of results of European
choice, we firstly need to understand the prospects that
were open at the time of the restoration of independence.
The choice of a geopolitical vector was extremely difficult
and required maximum flexibility of political elites, since in
the early 1990s the factor of Russian influence, supple-
mented with a military factor, acted as a serious obstacle
to European integration. It is worth noting that mentality
and values of the majority of the local population were
closer to Europe than to the Eastern neighbors. Further, a
part of the population, especially those born in the 1930-
1940s, considered Russia mostly as an aggressive
neighbor. The European vector was therefore mentally and
value-wise perceived as a "return" to the Western world.
The purposeful and consistent Euro-Atlantic foreign policy
of the Baltic States made it possible to get rid of the Eastern
gravity vector. As early as in the mid-1990s, the risks
associated with the breaking of economic relations were
completely offset by lending programs of the EBRD and
the IMF. Naturally, the credit programs put forward strict
demands that led to extremely negative consequences in
the economy. The prevailing view in society of the day
however was that independence was of high price. In
addition to lending, the economies of the Baltic States

after the latter had become Associate Members of the EU,
obtained significant support from United Europe in the
form of assistance programs (PHARE, ISPA, SAPPARD)
(Zavadsky, 2008: 66-67).

At the time of the restoration of independence, the
economies of Latvia, Lithuania and Estonia were mainly
focused on the market and raw material base of the former
Soviet Republics. The breaking of economic ties and a
general decline in demand for Baltic goods became a
serious test for many industries. In the early 1990s, most
industrial equipment was already technologically outdated
and required considerable investment. Such measures
as several waves of privatization, free sale of land and
recruitment of investment became the sources of financial
system stabilization.

The highest rates of inflation in the three countries
were observed in 1992-1993. For example, the inflation
in 1992 reached 900 to 1,000% per year (Agenda 2000,
1997: 81-82).

The development of a new foreign policy vector in the
wake of Euro-Atlantic integration greatly contributed to
the investment attractiveness of the national economies.
The authors' study into the correlation of European choice
with volumes of investment in the 1990s allows to state
that after a clear identification of external cues, European
countries began to invest much more funds (Zavadsky,
2008: 67-68).

The process of acquiring a full EU membership and
access to funding programmes enabled the countries to
overcome negative effects of the transition period within
five years. In addition, European integration became a
major catalyst for the economic, political and social
development of Latvia, Lithuania and Estonia. This thesis
is supported by meeting the EU full membership criteria
which include the development of a market economy,
ensuring the operation of democratic institutions and the
capability to adapt the legal framework to European
standards.

14 years have passed since the Baltic States gained
their full membership. To understand the development level
of the above countries as full members, we will examine
the dynamics of the key economic indicators in compa-
rison with the countries of Central and Eastern Europe,
which joined the EU also in 2004.

The GDP per capita in Latvia, Lithuania and Estonia in
2016-2018 shows stable annual growth rates of US Dollar
2,000 as the average. Compared to other EU Member

Table 1. GDP dynamics of the Baltic States (by the purchasing power parity) versus other countries of Europe
(in US Dollars)’

Country/Year 2016 2017 2018
EU (mean indicator) 39,486 41,175 42,250
Czechia 33,529 35,512 37,423
Slovakia 31,403 33,025 35,099
Lithuania 30,097 32,299 34,829
Estonia 29,685 31,750 33,553
Poland 27,741 29,521 31,647
Hungary 27,770 29,474 31,561
Latvia 25,725 27,644 34,829
Georgia 10,053 10,747 11,600
Ukraine 8,331 8,713 9,182
Moldova 5,340 5,661 7,104

1 Developed by the authors, based on: List of European countries by GDP per capita. URL: http://statisticstimes.com/economy/european-
countries-by-gdp-per-capita.php (Accessed: 21.11.2018)
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States of Central and Eastern Europe, the indicators of the
three Republics are almost at the same level. Georgia,
Ukraine and Moldova demonstrate the lowest rates in the
group of the compared countries. However, the group of
Central and Eastern European countries still falls short of
the average GDP of the European Union.

Let us look into the structure of the economies of the
countries in question. For more thorough understanding
of the whole picture, it is worth mentioning that a rational
model of economy has been searched for since the early
2000s. As the resource base and lack of cheap energy did
not allow to rapidly develop the heavy industry while
competitive advantages of more technologically advanced
economies (primarily the countries of Scandinavia and
Western Europe) gave no way for promotion of high-tech
industries, there was a development scenario of the trans-
port industry, banking and service sector implemented.
The economy structure of the three countries is dominated
by the service sector (70% on the average), the processing
industry accounts for 25% and agriculture for 5% (The
World Factbook... URL).

The non-production specification for the most part has
become the main trend in the economic development of
the Baltic States. The economy sectors which secure a
significant share of the GDP formation are not related to
the production sphere. The vast majority of industries
produce goods or services with a low value added level,
which in turn has led to low wages, compared to the
European Union countries. For example, according to the
World Bank, the average wages in the Baltic States
(including taxes) in 2018 amounted to Euro 720, whereas
those in the EU came to Euro 1,400 (Wage and salaried
workers...URL).

As a result of the changes associated with the economy
restructuring during the European integration progress,
agriculture in the Baltic States has lost its weight in the
GDP structure. In the context of the free trade zone, low
efficiency and noncompetitiveness of the industry, pro-
duction volumes have significantly dropped. The EU single
market and agricultural specification of some regions of
the Member States, featuring a high efficiency level, make
the agricultural production in the Baltic States unprofitable.
The basic production is concentrated at small farms which
products are consumed mainly in the domestic market.

The closure of the Ignalina Nuclear Power Plant in
Lithuania, which supplied inexpensive energy to all the
three countries, became one of negative phenomena. The
closure of the Plant was an EU demand motivated by the
environmental danger of the facility.

Successful infrastructure projects include the deve-
lopment of a transport corridor that links Baltic States'
ports to Central and Eastern Europe. The ports of Latvia,
Lithuania and Estonia account for 11% of maritime traffic
in the EU.

In addition to the above areas, the Baltic States create
the most attractive environment for investors in the small
and medium business sector. According to the World Bank,
in 2010-2018 the investment climate tripled compared to
the period from 2005 to 2009. Policies of the governments
of Latvia, Lithuania and Estonia are aimed at efficient
recruitment of foreign capital. This thesis is implemented
through liberal conditions of real property and land
acquisition by foreigners, simplified procedures for
admittance to citizenship, subject to investments and
development of business projects (Investment in Baltic
States...URL).

Owing to the above economic specification, the eco-
nomy of the Baltic States greatly depends on fluctuations
of global trade trends and solvency of the local population.
The service sector, transport and financial services are all
extremely vulnerable during the industry crisis.

According to annual accounts of the international
auditing company KPMG, the investment climate and tax
system in the Baltic States in 2019 are the most attractive
among the Central and Eastern European countries
(Investment in Baltic States...URL).

The opening of the borders with EU countries had a
significant impact on the outflow of the able-bodied
population from the countries in question after 2004. Since
the liberalization of the visa regime with EU countries, there
has been a significant increase in emigration rates
observed. The 25-35 age group was particularly active in
this regard. According to the Eurostat European Statistics
Service, 28 thousand people of the above age on the
average annually leave each Baltic country for working in
the EU (Total number of long-term emigrants...URL).

According to Eurostat's annual statistical reports, such
processes are also typical of more successful EU count-
ries. In general, the flow of able-bodied citizens in search
for jobs to European countries has been a steady trend
over the recent 30 years. The outflow of population from
the Baltic States is largely related to the expansion of
training opportunities in the EU.

A significant part of Eurosceptics in the Baltic States
consider the above factor perhaps the most important loss
related to European integration. It is worth mentioning that
migration processes have been typical of European
countries since the 17th century, when the Prussian lands
invited Protestants from all over Europe, offering various
preferences for immigrants.

Pensions in Latvia, Lithuania and Estonia are low,
compared to Western European countries. Since 2001, a
new approach to assignment of pensions has been
implemented in the countries. The average pension is
Euro 380, which is actually one third less than the Euro-
pean average (Euro 1,140). The pension benefit situation
is in many ways aggravated by a rapid ageing of the
population. The average indicator for the Baltic States is
34% of senior citizens out of the total population, and this
figure keeps growing by 2-3% every year. Note that this
trend is typical for many European countries (Accrued-to-
date pension...URL).

In terms of personal enhancement of citizens, the EU
membership is largely a positive phenomenon. This
statement is supported by opportunities to travel in Europe,
employment prospects in more prosperous countries and
accessibility of European education and medicine.

To understand the attitude of the population to the
membership in the European Union, we propose to exa-
mine the results of sociological surveys conducted by the
Eurobarometer service in 2004 (at the EU accession) and
2018. Note that the survey in 2018 had no option "more
positive than negative", there were three options offered:
"positive", "neutral" and "negative" attitudes. The metho-
dology of Eurobarometer surveys involves the polling of all
age groups with the maximum regional coverage. For
illustration purposes, the evaluation results are presented
in the form of Charts 1-2.

An analysis of the results shows that essentially the
attitude of the population did not changed much, the existing
fluctuations do not significantly reduce the indicators of
2004, both in terms of positive attitude and negative
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Chart 1. Attitude of the residents of Latvia, Lithuania and Estonia
to the European Union Membership (May 2004)?
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Chart 2. Attitude of the residents of Latvia, Lithuania and Estonia
to the European Union Membership (May 2018)*
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perception. Compared to the EU mean indicator, there are
a lower percentage of negative attitude and a higher
percentage of neutral attitude observed. In general,
traditionally it is the population of Latvia, Lithuania and
Estonia, which is more supportive of the idea of United
Europe among the EU Member States.

The Baltic experience is topical for Ukraine in several
dimensions. The first one is geopolitical. The expediency
of the invariability of the Euro-Atlantic vector makes the
country more attractive for investors. The security factor
which is in fact a pass to a full EU membership neces-
sitates serious political will as well as a consistent and
clear compliance with NATO membership requirements.

The second dimension is legal. Adaptation of the acquis
communautaire which is a key criterion for the EU mem-
bership requires a gradual approach and focusing of
legislative activity on synchronization of the process with
the EU. The complex of law, agreed upon with the EU, will
contribute to an increase in investment and a shift in the
attractiveness of the Ukrainian market.

The third dimension is economic. The scenario of
economic development of the Baltic States implied the
search for a development model in accordance with the
capabilities of the economies. Identification of priority

Neutral

Estonia EU mean indicator

B Negative

sectors in Ukraine with account of their competitiveness
in the context of a joint market with the EU has to be
balanced with interests of local elites. Under the conditions
of low efficiency of industry, expensive energy resources
and high energy consumption, most industries in Ukraine
may not stand up to the competition of European manu-
facturers. Agriculture, on the contrary, subject to reasonable
investment, may be competitive against even the most
developed EU countries where soils have been already
significantly worn out. In addition, given the experience of
the Baltic States, the liberalization and simplification of the
tax system is a major factor for the development of the
economy and access of foreign companies.

It is necessary to assess a factor of the outflow of the
population aged 25-35 years in Ukraine, which has gained
in the scope over the recent 3 years. Creation of jobs and
improvement of the infrastructure may largely halt the trend
of the kind. Special attention has to be paid to rural areas
and preservation of labor in this field.

Conclusions
24 years of the Baltic States' membership in the EU
have passed under the slogan a "return to Europe". In the
historical context, the countries have restored their inde-

2 Plotted by the authors, based on: Eurobarometer 2004.1. Public opinion in the acceding and candidate countries. Brussels: European

Commission, 2004. 37 p.

3 Plotted by the authors, based on: Standard Eurobarometer 89. Spring 2018. Brussels: European Commission. 2018. 44 p.
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pendence. By making European choice, Latvia, Lithuania
and Estonia joined the most influential political and
economic community in the world. The NATO membership,
as a security factor, has become a safeguard against
potential threats from Russia, which is, as seen from the
Ukrainian experience, quite an important factor.

The process of integration into EU structures has
significantly contributed to the internal development in all
spheres of life. In economic terms, the specialization of
the countries as attractive for investment has already
become clear. The most developed industries are transport
and services. A significant part of the industry has given
way to the service and financial sectors because of non-
competitiveness. In comparison with the "old" EU mem-
bers, economic indicators are below average but when
compared with the former Soviet Republics, it is clear that
the national indicators are three times better than in
Ukraine, Georgia or Moldova. A positive fact is the growth
dynamics of the economies of all three countries. The level
of wages and pensions in the Baltic States is 30% lower
at the mean than the EU average, which is typical of new
entrants. Negative trends of European integration have
significantly affected agriculture which accounts for about
as little as 5% of the GDP.

The legal system of the Baltic States is as close as
possible to European standards, which simplifies the
coordination of and support to numerous joint economic
projects.

The residents of the Baltic States have acquired good
prospects in employment and education in EU countries,
which, on the one hand, contributes to no further
reproduction of the population whereas, on the other hand,
offers new opportunities to people, making them more
mobile and active in terms of choice of residence and self-
realization.

Taking into account the experience of the Baltic States
by Ukraine at the present stage of cooperation with the EU
has to result in modeling of an economic development
scenario for the next 10 years, creating an attractive
investment climate, improving energy efficiency,
implementing projects aimed at raising living standards
in order to prevent the outflow of the most economically
active population aged 25 to 35 years.
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15 POKIB Y/IEHCTBA KPAIH BA/ITIB EC:
MPOB/IEMU, MNEPCIEKTUBU TA 1OCBI/A [1/19 YKPATHU

Y cTaTTi BUCBITNEHI KINIOYOBi NONOXEHHSA AOCHiAKEeHHS pe3ynbTaTiB NOBHONPaBHOTIO YneHcTBa KpaiH BanTii B
€Bponencbkomy Cotosi. AHanisyro4m reononiTM4HUN BUMip EBponencbKkoro BM6opy, asTopu Niagrotysanu cTUCNumn
AVCKYPC BUKITUKIB, IKi BAHUKITN y Yacu BigHOBIIeHHs1 He3anexHocTi JlaTsii, lInteu Ta EcToHii. PO3rnsiHyTo YMHHKKM
€BpoONeNcbKOro BU6opy 3a3HavyeHMUX KpaiH, AKi nonsranu B 6e3neKoBoMy, EKOHOMiYHOMY Ta coLlianbHOMY BUMipax.

Be3nekoBui chakTop €BpONENCcbLKOro BeKTOpy NONiTUKM aKkTyanidyBaBcs y NparHeHHi NoNiTMYHUX enitT BUBECTU
KpaiHu 3i cdpepum Bnnusy Pocii. B ekoHOMiYHOMY nnaHi KpaiHv nparHynu nepeopieHTawii eKOHOMIK Ha 3axiAHi pUHKK
Ta iHKopnopaLii B apXiTeKTypy TOproBenbHUX 3B'A3KiB pO3BUHEHUX KpaiH EBpoCOI03y.

3a3HaueHo, WO 3aBASAKM €EBPOAaTIIaHTUYHOMY BEKTOPY 30BHILHbLOI NONITUKM Ta YiTKOMY BUKOHaHHIO KpUTepiiB
yYneHcTBa, KpaiHu BanTii oTpumanu gocTyn Ao NiNbLroBoro KpeANTyBaHHSA, NporpamM AoNoMoru KpaiHam-kaHgupa-
Tam 1 3mornu cchopMyBaTu OAMH i3 HaMNpPUBa6bNUBILWNX iHBeCTULINHMX KNimaTiB y CxigHin €EBponi.

3a ponomorot ctaTucTMYHMX 6a3 CeiToBOro 6aHkKy, pecypcy "€BpocTaTt”, aHaniTM4HUX MaTepianiB NnpoBigHOI
aypauTopcbkoi komnaHii KPMG npoaHanisoBaHO kno4oBi eKOHOMiYHi noka3Huku: guHamiky BBI1 (3a MNMKC) y no-
PiBHAAHHI 3 iHWKMMMK KpaiHamu LleHTpanbHoi Ta CxigHOi €Bponu, piBeHb 3apo6iTHOI NNaTh Ta NEHCIMHMX BUNNarT.
Po3rnsag ekoHOMiYHMX 34006yTKiB Big YneHcTBa B €C fonoBHeHo aHanizom cTpyktypu BBI1 Ta BUBYeHHAM ranyse-
Boi cneuudikauii.

BusHauyeHo 1 BTpaTu Big npoLecy eBpoiHTerpadii, iki nonsiranu y: 3Ha4yHoMy CKOpPOY€HHi NPOMMUCIOBOro BMpPoo-
HULTBA, HepeHTabenbHOCTI CiNbCbKOro rocnogapcTBa, eMirpadii HaceneHHs y Biui Bia 25 go 35 pokiB.

CTaBneHHs MellKaHLiB A0 YNeHCTBa KpaiH B €BPOCOI03i BUBYEHO i3 BUKOPUCTAHHAM pe3ynbTaTiB LOoPiYHMX
onuTyBaHb EBPOMNENCHLKOI CNnyxou "€BpobapomeTp". 3'AcoBaHoO, Wo y 2018 poui no3MTUBHe CTaBNIeHHA MeLUKaHLiB
Nartsii, InTten Ta EcToHii hakTMYHO He 3MiHUNocsA nopiBHAHO 3 2004 pokom. HasiBHi y cTaTTi Aiarpamu go3BonsoTb
TaKoX BU3HAYUTH, L0 PiBeHb EBPOCKENTULM3MY Y 3a3Ha4e€HUX KpaiHax 3Ha4yHO He 3MiHUBCA y NOPiIBHAHHI 3 Nepwunm
poKoM uneHcTBa B €C.

ABTOpamu 3anponoHoBaHi anropUuTMu BpaxyBaHHA YKpaiHoto aocBiay kpaiH BanTii Ha unsxy Ao noBHonpaBHO-
ro YreHcTBa.

Knroyoei cnoea: kpaiHu banmii; €C; pe3ynbmamu; 4neHcmeo; YkpaiHa, 0ocsio.
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