The Economic Future of the Baltics by Dmitri Starostin and Hunter Alexander 

What are the products that the Baltic states produce for the Soviet Union and the those they sell on the world market? 

A vast amount of information on this subject became available during the Soviet economic blockade of the Baltic states in April 1990. One can determine from this information that Lithuania produces some important components for the radio and television industry. In Vilnius there is a factory which produces electronic transistors. Since the Soviet Union has a very centralized economy and the free market is only beginning to appear, even the loss of one factory which makes electrical components in Latvia or Lithuania, could have a devastating effect on the Soviet economy as a whole.

Could the Baltic states on their own initiative turn to the international market to sell their products?

I am not sure if these factories which are located in the Baltic states can be competitive on the world market right now. The important factor to keep in mind is that all three nations possess a highly qualified labor force. I think if the Western nations start turn-key factories in these republics after they will be granted independence, I think that this will be profitable. I think that the level of professional training in Latvia, Estonia, and Lithuania is substantially higher than in the Soviet Union as a whole.

What other products can the Baltic states export internationally? 

Well, Estonia has been a fishing nation for centuries, and it has remained an important part of the economy. According to the Estonian press, fishing could become a very important industry, however, the fishing industry in Estonia is in terrible condition. It has old fashion equipment and it does not have the resources to modernize. This is just one example where the Baltic states would need investment. The ships from the Soviet Pacific Fishing Fleet are more effective.

Speaking of agriculture, there is one important product which is produced in Lithuania. Since the Baltic states were not touched by the Chernobyl nuclear disaster, it produces ecologically clean produce. Yet, the Baltic republics arc not as effective as Holland and Denmark at producing ham and cheese and other agricultural products. However, they can compete with the Eastern European market. There is also wheat grown in Lithuania since it is the most southern of the republics; however, they are more effective at producing meat and dairy products. Other specialize agricultural products are produced on the experimental level.

Although they do not have any high-tech products right now, if they establish the conditions which are ripe for foreign investment and enterprises, there will be such products in the future. Tourism is also very important for these nations. People from northern Europe which have similar national psychology have a great curiosity to visit these countries. Tourism will be a very important factor in the future and they must be interested in helping to establish new projects such as hotel reconstruction.

Can the Baltic states economies start the transition to exist independently of the Soviet Union, as they had in the 1920s and 1930s? 

I think these nations can, however, this will be a very long and difficult process. In 1990, a group of scientists from Harvard University visited Lithuania. They predicted that the Baltic states would need about 5-10 years for their economical growth independent from the Soviet Union. After this, their living standard will be similar to Finland.

What about trying to trade with the European Community? There are trade barriers that the European Community has erected which keep foreign agricultural products out. Do the Baltic states what to become part of the European Community of nations? 

Yes they do, like other Eastern European nations, because this means a new level of prosperity for them and a new level of economic security. However, the European Community does not want to accept them just now. It can only grant them transitional status. For the Baltic status, it is more important to enter the East and Central European economical market than the West European market. There was also an idea which appeared during the Soviet's economic blockade of Lithuania in 1990, of creating a new economic community and it would consist of Poland, Czechoslovakia, Lithuania, Latvia, Estonia, and the Ukraine. It was promoted by the Polish delegation to the Baltic states and negotiations did not consist of the other Eastern European states.

What do you think will be the result of the "Nine Plus One", All Union Treaty, with respect to the Baltic states? 

All the efforts of Gorbachev or perhaps someone else to turn the Baltic states back into the Soviet Union or to prevent them from reaching final independence will fail. Gorbachev talked about a transitional period towards secession. The Baltic states either can declare their final independence now or wait and negotiate with the Soviet Union. They will need five or more years to find a new economic reality because in the meantime they will have to contact Soviet enterprises and make agreements. The Baltic states are distancing themselves slowly from Soviet ministries and from Soviet industrial complex. They have created privileged conditions for private businesses and new enterprises and this is why lots of Soviet enterprises have made direct economical connections on this level with Lithuanian enterprises. Here they can freely sell their goods in the Baltic nations and receive more profits because the governments created better economic conditions for trade.

Will the Baltic nations create their own currency?
I think it is their dream to create their own currency but I do not think they will do it. Lithuania announced that it will do it in 1992. In 1988 and 1989, they had plans to print a new currency this year which they have not done. Despite all the protests from Gorbachev or the Soviet government, to print this currency would be very expensive -400,000 lids or Lithuania dollars, would cost about four million dollars. They can produce this money only in the West printing houses. 

If the Baltic states remain outside of the All Union Treaty will their always be a conflict over customs, taxes, and sovereignty issues? 

Yes, until their relationship with the Soviet Union is clearly defined or the present Soviet government removed, there will be no end of this conflict. Gorbachev does not want to grant the Baltic states independence, for he does not want to let them go. The negotiations which are now taking place between the Baltic states and the Soviet Union can continue indefinitely. If the democratic forces and President Boris Yeltsin are finally successful in Russia then it will be much easier for these states to receive independence. The intelligentsia of these three countries do not want to discuss this topic but frankly the success of the Baltic independence movement depends on the success of the democratic forces in the Soviet Union.

What about the large amount of Soviet investments in these countries. How will the Soviet Union be compensated if the Baltic states are to receive independence? 

The Soviets raised this question when the Baltic states declared independence. The Baltic states also have to be compensated for the great amount of gold, diamonds, and jewelry that was confiscated by Soviet troops during World War II. One must also mention that a tremendous amount of property was confiscated as well. In Soviet official newspapers, government officials are trying to say that the Baltic nations are deeply in debt to the Soviet Union. In the Baltic newspapers, their own economists are proving that it is the Soviet Union which is deeply in debt to the Baltic nations. The Soviet argument means nothing. I believe that the same situation which occurred in Eastern Europe - Soviet withdrawal - can be repeated. The only compensation that the Soviet Union can receive is that of military bases and military personnel stationed there. As tar as the Soviet factories based in the Baltic states, they will not try to establish full control of these industries. Latvia and Lithuania have declared that they are not going to nationalize industry or the property of the Soviet Union. This is why these industries can normally function in the situation of independence.

What will these countries look like in the year 2000? Will they become independent nations like the northern European model of Sweden, Norway, or Finland? 

I believe that these countries will still be independent. That they will finally have their own government that will be internationally recognized. At the same time, I think the divisions between the prosperous West European nations and the Baltic nations will still continue to exist. This is because forty years of communism in Eastern Europe and the Baltics have left a negative legacy behind which will remain for dozens of years. That is why I think that the divisions between the poor nations of Europe will continue to exist in the year 2000.

Who are the Baltic nations looking for in helping them support their struggle for independence? 

The United Nations is not going to support them. It did not support Slovenia and Armenia. I do not think that it can help them in such matters. The only countries that can really help them are the countries of northern Europe. I am speaking about Finland because it is a country which depends on the Soviet Union for trade yet is independent. Such countries as Sweden and Norway can help because they are going to open their information centers in the Baltic republics and in terms of international law, soon they are going to establish diplomatic relations. It is significant that besides the United States, Iceland and Denmark are the only two countries which acknowledge Baltic independence. In 1990, the state of New Jersey, for instance recognized the independence of the Baltic states.

How will the economies of the Baltic nations develop, in terms of the gross national product? 

This growth is dependent on the economic policies of each individual Baltic state. There are tendencies which can be dangerous for economic growth. One such tendency appeared in the after the newly elected governments took over when they tried to establish new administrative systems. Before these changes, the Communists were in control, however in 1990, the new government made some very dangerous attempts to place control of the economy under their own authority. In a leading Lithuanian newspaper, Soglacia, there was an article that was published which was called "We live in the Communist Society." It criticized the Lithuanian Government because it did not pay attention to the problems of new business, the creation of a free market economy, and most paid attention to the problems of distribution. For instance, Lithuania passed a law against speculation. In reality it was a law against private business. I think Latvia and Estonia managed to remove this approach after the January crisis.

Dmitri Starostin is a political analyst and correspondent for Radio Liberty. Dr. Hunter Alexander, who conducted this interview with Mr. Starostin, is assistant director of Soviet affairs for the U.S. Center for Soviet-American Relations. 
